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CHAPTER ONE
1.0      INTRODUCTION
1.1	BACKGROUND OF THE STUDY
In the primitive days, man started his transaction with his follow man with the methods of “Trade by Barter” the need for recording, keeping or auditing did not rise, However, the advert of money and the consequent increase in the number of transaction made keeping of record and accounts and their audit affordable.
In those days, keepers need to account to the selected men integrity who listen to oral evidence, who heard them and testifies to their correctness or otherwise, later on the complexity of the modern business transaction necessitates the voluminous account keeping and intimately the scientists examination of account now called modern auditing.
The origin of auditing is as a result of the separation of ownership from control. It is instituted to protect the interest of the owners by ensuring the financial statement is justified. Because of the separation of ownership from control, it becomes necessary for those managers entrusted with owners financial resource report (Stewardship Reports) to their employers. The presented might contain errors, refusal to disclose fraud and irregulations.
The Audit of the book and records of a bank is similar to the audit of any other commercial organization in the sense that the auditor has to report to the account present at true and Fairview of the statement of the affairs of the banks and of the peculiarities of the banks and of the profit and loss covered by the account. However, because of the peculiarities of a bank operation, which are governed by the bank and financial institution. Decree 25 of 1991 as amended, the audit procedure for a bank defers from that of a typical commercial organization.
1.2 	STATEMENT OF THE PROBLEM 
	The problem in a nutshell includes such practices as fraudulent activities and management by bank officials poors, liquidity and unavailability of adequate credits to deserving customers.
	The sub-optional performance of Nigeria banking industry is due to an array of problem of these problems, the issue of fraud in our banks is one bank is most untreatable and monumental. The magnitude of this problem and its implication for the industry has inspired this research of fraud in banks.
	There is a clear relationship between bank fraud and level of customer’s confidence as previous study in bank fraud clearly shows; it means that customers have tendency to base their choice and patronage of banks on the extent to which the bank is free of fraudulent practice. 
	If a bank financial health is in doubt, investors, and depositors will not like to invest their funds in such banks. 
1.3	RESEARCH QUESTIONS 
1. What are the significance relationship between fraud prevention and detection banking industries?
2. What are the impact of government on fraud in Nigeria banking industries?
3. Does the role and strategy of auditor prevent fraud in Nigeria banking industries?
4. How role of Auditor reduce fraud in Nigeria banking?
1.4    OBJECTIVES OF THE STUDY 
1. To acquire the readers with menace of fraud in the banking industry with a view to assist banks and customers in minimizing and trading the risks in their day to day transactions.
2. To have in-dept knowledge of manifestation and causes of bank fraud.
3. To have a gain insight into effect and benefits of not being frauds and implication of fraud. 
4. To identify and outline various types and nature of frauds.
1.5  	RESEARCH HYPOTHESIS
The following hypothesis seek to answer the research questions
1. Ho: There is no significance relationship between fraud prevention and detection in banking industries.                                                                     
Hi: There is significance relationship between fraud prevention and detection in banking industries 
2. Ho:  There is no significance relationship between the role and strategy of an auditor in preventing fraud and detecting fraud in banking industries. 
Hi: There is significance relationship between the role and strategy of an auditor in preventing fraud and detecting fraud in Banking Industries

0. SIGNIFICANCE OF THE STUDY  
The study is particularly significant taken into consideration that current development in the banking industry. The study will invariably have an impact on the company under study. Individuals or customers and whole economy at large. The study will be beneficial to the company under study i.e. First Bank Nigeria Plc, if the problem of fraud could be prevented by an auditor it will afford the opportunity of having a very sound financial base thereby protecting them from running into untimely liquidation.
It will also encourage the general public to embark on savings and also give the customer rest assurance that their money is in good order and auditor.
Also to the economy at large, if the commercial bank could maintain liquidation at all time, they will have enough cash to lay to investor, importers and exporters development of the economy. 
0. SCOPE OF THE STUDY 
In the course of this study, an attempt would be made to look critically at the role of an auditor in fraud prevention in banking. First Bank Nigeria Plc as a case study. The study will also attempt to look at the role customers and staff in prevention fraud in Nigeria banks. The adverse effects of frauds to banks customers and public will also be known.
The measure been taking at First Bank Plc will be highlighted which may be of benefit to other banks and the general public. 


0. LIMITATION OF THE STUDY 
This study will not be directed at determining the role and strategies of an auditor in fraud prevention and detection in banking industries in Nigeria. This is because it will be impracticable to do so. The impracticability is due to the research study started and stopped in 1998 and it is to short time for such a vast work. Also, the research is being carried out concurrently with lecture that the researcher has very limited time to do it. It will also be quite costly to involve in such a study and the researched cannot meet up with such cost.
The Nigeria economy is so vast and industries operating in the economy are so many, that they renumbered almost in millions. Taking into consideration the distance and the number of the industries in the economy, It will not be possible for the researcher to visit all of them and produce an effective study with the economic time scale.
0. OPERATIONAL DEFINITION OF TERMS.
The followings are terms that one could come across during the reading of this project work.
Audit: An audit is defined as the independent examination of an expression of opinion on the financial statement of an enterprise.
Auditing: Auditing can be defined as a systematic examination of financial statement by an independent person with a view to express an opinion on whether the financial statement prepared by the board of director is of true and fair view of both the operation and resources of the business and whether it is in conformity with he established rules and regulations. 
Auditor: auditor is an independent person who is appointed to investigate whether the financial statement of an organization is of true and fair view.
Financial Statement: This contained summarized information of the firm’s financial affairs which always presented to the business stakeholders financial position (Balance sheet).
Fraud; Deception either stating what is false or by suppressing what is true, in order to induce a person to give up something of value.
Internal Audit: The function came within an organization in examine evaluation and reporting on accounting and other controls in the operation of the organization. 
Internal Control System: The whole system of controls, financial and otherwise, established by the management in order to carry on the business of the company in an orderly and efficient manner, ensure adherence to management policies, safe guard the asset and secure as far as possible completeness and accuracy of the records. 
External Auditing: This is an audit carried out by an auditor, who is not employed by that entity or by its manager and, as far as for possible, independent of the person who manage the entity.
Banking Industry: Financial organization which keeps money in accounts for in clients lends money and exchanges currency.

















CHAPTER TWO
2.0	LITERATURE REVIEW
2.1	CONCEPTUAL FRAMEWORK
	Fraud can be described in many ways, depending on the perspective from which one view it, However, fraud can be defined as “an international and criminal distortion of material fact with a view to obtaining unjust or illegal financial advantage. Try one party over the other, fraud can be defined as a conscious, premeditated action of a person or group with the intention of altering the truth and, or fact for selfish personal monetary gain, According to the college dictionary fraud has been denied as a criminal deception of deceitful and dishonest way of gaining advantage, over another.
Also according to the banking dictionary by Perry, Fraud is defined to mean an act or course of deception deliberately practiced direct or gain unlawful to the determent of another. 
            Fraud has been described as the bone of bankers and the statements is becoming more true as some incident are being reported and the image of the banking industry is being directed
 	A great awareness of this monster has been created by the print and electronic media World Wide and particular in our country. Nigeria unfortunately, effort at curtailing have not achieved the desire results.
	This had led the Federal Government of Nigeria to constitute in National Panel to examine the subject critically in 1992 and came out with workable solution aimed at minimizing fraud incidence in all over natural life in Banking Industry in particular.
	However in legal terms frauds have been defined as “the act of falsifying or altering any writing for the purpose of doing to another person’’.
	Fraud generally are not limited to the banking industry and it high incidence is not peculiar to this country. It is a global problem. Because of the problem prescribed to the banking, community, bankers sociologist, psychologist economics and other notable writers in general have concern with finding way and means to dislodge this eminent writer on the subject will be discussed in this chapter. 
    	According to Omotosho (1992) Fraud may be defined in a layman’s view as any activity that is fainted with criminal intention to cheat or deceive.
	According to U.K Financial service act 1960 Fraud is defined as irregularity involving the use of criminal deception to obtain an unjust or illegal advantages.
	Umobuaries 1990 in his own view said that Fraud is a very comprehensive field of crime under its divers nature it has been difficult to properly and comprehensively defined the term ’’fraud’’.
	Fraud means an act of dishonest deceit and imposture. According to Kirk Patrick (1985) a person who pretends to be something that he is not a fraud. Involving the uses or illegal advantages.
	According to Humby (1974) he said that is a criminal deception fraud entail causing a person to accept what is false.
AN AUDITOR
	In ordinary sense, an auditor is any person who is charge with the responsibility of examining the books and account of an organization or association such details as world enable him to form an independent opinion as to the true and fairness of the financial statement. An auditor can either be an internal auditor or external auditor.
INTERNAL AUDITOR: - As an independent body appraises activities within organization for the review of accounting and other operation as a basis for service to management.
EXTERNAL AUDITOR: - An individual or firm carried out audit work through legal requirement; he determined his scope by statute.
AUDITING DEFINED
	Many professional bodies on accounting and auditing and various scholars have offered definitions and explanations as to what auditing means.
	Kwamecyasi (An Intonation Guide of Auditing) defined Auditing as “The independent examination and investment of the independent examines from which financial statement has been prepared with a view of enabling the independent examiner to report whether in his opinion and according to the best of the information and explanation obtained by him. The statement is properly drawn up and gives a true and fair view of what it purports to show and it not to report in what respects he is not satisfied” The auditor started defined auditing as “the independent examination of an expression of opinion on. The financial statement of an enterprises by appointed auditor in pursuance of that appointment is compliance with and relevant statutory obligation”.
AN AUDIT DEFINED
	An audit is the independent examination financial information of any entity, whether profit oriented or not and irrespective as its size, or legal form, which such an examination is conducted with a view to expressing an opinion thereon. The term financial information encompasses financial statement.
2.1.1	NATURE AND TYPES OF FRAUD
	Fraud in financial institution varies widely in nature, character and method of preparation. In General it may be classified into two ways: -
1. Perpetrator and
1. Method used
On the basis of perpetrators, there are three broad categories internal, external and mixed.
	Internal perpetrators of frauds related to these committed by members of staff (insider) while external perpetrators are committed by persons not connected with the institution. Mixed frauds involve outsider colliding with staff.
	The most common form of classification employed by financial institutions is the basis of method used. Under this approach, the list of types of fraud method is usually in exhausting as new methods are devised with time; fraudsters are forever devising new methods. The most important and common institute (1989) in fraud prevention and detection series discussed below
1. ADVANCED FEE FRAUD “419”
	This may involve an agent approaching bank, a company or an individual with an offer to access large funds at below market interest rates often for long term. The purported source of such funds is not specifically identified as the only way to have access to it is through the agent who must receive a fee or commission “in advance”. As soon as the agent collect the fee, he disappears into the air and the facility never comes through.
1. LETTER OF CREDIT FRAUD
	Letter or credit generally arose out of intentional trade and commerce. They stimulate trade across national borders by producing a vehicle for ensuring prompt payment by financial and institutions. However, in some area of the world, fraud has historically been a problem especially in Nigeria, Iran and Middle East
1. LOAN FRAUD
	Loan and other form of credit extension to business and individual customers constitute traditional function of financial institutions. In the process of credit extension, fraud may occur at any stage, from the first interaction between the customers or to a borrowing customer who had exceed his credit facility approved from one customer to the credit of another who is often unrelated to the first customer.
1. CHEQUE FRAUD
	The use of cheque as a means of paying for financial obligation is an essential features of modern economy. Cheque fraud is now common involving million of naira annually. Common types of cheques are personal, business government, travelers certificates, draft and counter cheques with each having its own characteristics and vulnerabilities or fraudulent use. The most common of counterfeit are altered.
1. CLEARING FRAUD
	Most clearing frauds banks on supervision of an interment so that the expiration of the clearing period applicable to the instrument, the collecting bank will give value as through the paying bank hand confined the instrument good for payment. Clearing cheques can also be substituted to enable the fraudsters divert the fund to a wrong beneficiary misrouting of clearing item can be routed to an up country branch. In the process of re-routing the instruments to the proper branch, the delay entailed will give the collecting bank the impression that the paying bank had paid the instrument.
1. COMPUTER FRAUD
	Computer fraud can remain undetected for a long time. Computer fraud can take the form of corruption of the program or application packages and even breaking into the system via remote sensor. Diskettes can also be tempered with to gain access to the unauthorized area or even give credit to an account for which the frauds were not originally intended.
1. TELEX FRAUD
	Fraudsters of funds from one location to another can be affected through the telex. The message through often coded can be attired to enable diversion of the funds to an account now originally intended.
1. ACCOUNT OPENING FRAUD
	This involves the deposit and subsequent cashing fraudulent cheque. It is usually states when a pecan not knows to the banks ask to open a transaction account such as current and saving account with false identification that unknown to the banks
1. CHEQUE KITTING
	Kitting is defined by the us controller of the currency policy guideline of national banks directors as “a method whereby a depositor utilities the time required for cheque to clear to obtain an authorized loan without any interest charge” The goal of the cheques may be to use these uncollected funds interest free, for a short time to overcome a temporary cash shortage or to withdraw the funds permanently for personal use. Competition among banks in the area of deregulation of encourages banks to make funds available before actually collection of customers, cheques in order to attract customers especially business accounts.
2.1.2	CAUSES OF FRAUD
	In order to be able to propose remedies for elimination of fraud in the banks and other financial institutes, it is useful to identify the commonest causes of frauds, it is therefore expected that the understanding of the major causes of fraud would stimulate institution to appreciate the role of government and its agencies are playing in this respect.
	The causes of fraud are usually grouped into two classes these are: 
1. Institutional Fraud
1. Environmental and Societal factors.
The institution factors are traceable to the internal environment of the financial institution while the environmental / societal factors are those when result from the influence of the environment / societal on the banking industry.
1.	INSTITUTIONAL CAUSES FRAUDS
	Various auditor and professional in banking industry seem to be unanimous in their identification of institutional causes of frauds.
These are: -
1. Volume of work: - The amount of work done by officials be as heavy that fraud could easily pass undetected by such officials.
1. Poor management: - Financial institutions with poor management record higher incidence of all sorts of fraud than those with effective management. Poor management gives rise to ineffective and poor control system, indiscipline among staff and this creates an environment or frauds to flourish.
1. Poor security arrangement for documents: - In financial institutions where security arrangements for valuable document are weak, poor and vulnerable, it is easy for fraudsters to have their way without detection.
1. Inadequate / lack of staff training: - This could affect the morally weak as well as the normally robust staff in various ways, lack of knowledge of the way of dealing with fraudulent practices in financial institutions could affect an otherwise honest staff in apprehending and avoiding the tricks of finance institution fraudsters.
1. Nature of Services: - Fraud may be caused where document of value and liquid assets are exposed to an undisciplined staff or unauthorized persons for example, customers.
1. Number of Staff: - Where an official supervises quite a large number of staff, there is high likelihood that fraud could be undetected.
1. Banking experience Staff: - All things being, frauds in financial institution occur with higher frequency among staff with little experience and knowledge of a staff the less the likelihood that frauds would pass such staff undetected unless with the active support of that staff.
1. Inadequate Infrastructure: - Poor communications system poor failure which result in a backlog of unbalanced postings, congested of fire space etceteras are some other factors which encourage the preparations of fraud in financial institutions.
1. Negligence by Customer: - Traditionally, it is the negligence on the part of the customers that provides sample opportunities to staff of financial institutions to perpetrate frauds. Negligence by customers takes forms consisting of error that might have been genuine but which are open to abuse, distortions and defalcations by unscrupulous staff both within and outside the institutions in the employment of customers.
1. Staff Negligence by customer: - In certain cases, staff negligence could give rise to be perpetration of frauds in financial factors, including poor supervision, lack of technical knowledge, appealing, pressure e.t.c.
2.	ENVIRONMENTAL / SOCIETAL CAUSES:
	These have been identified as follows: -
a.	 Slow and tortuous legal process delays in prosecution of frauds cases have a way of frustrating the parties to the cases. A frustrated party can abandon the case midway, leading to miscarriage of justice. The delay can be in form of;
1. Late reporting of cases to the police
1. Lack of specialized manpower of the investigation of fraud.
1. Lack of effective deferent / punishment: - Although this may be considered as a most point. It is argued in some fruaders that lack of effective determent such as heavy punishment could be a factor that contributes to the un-abating perpetration of fraud in financial institution.
1. Fear of negative publicity: Many financial institution fail to report cases to the authorities. They believed that doing the report fraud cases would give unnecessary negative publicity to their institution. This attitude encourages individual, with inordinate ambition to defraud in financial institution.
1. Societal value: The value system in the society is the set of rulers that prescribes what is right or wrong within the society. Where the possession of the wealth determines the reputation given, to a person, that society is bound to witness unnecessary competition for acquisition of wealth.
1. Personality profile of pramatise personate: Most individual with inordinate ambitions without avalms are prone to committing frauds These kinds of individuals are bent on making money by book or by crook. Such people dismiss morality as an unnecessary prerequisite for virtuous of life. To them the end justifies the means; they are usually unscrupulous and opportunistic.
EFFECT OF FRAUD
	Many banks and financial institutions have been tagged and many innocent staff rendered jobless. Consequently, many happy homes have been affected with the bite of that social stigma called fraud. The following are the consequences of frauds.
1. Fraud almost or always led to loss of monies that ordinarily belongs to others in the banks.
1. Frauds not only erode confidence of the general public but also reduce their patronage.
1. As a result of such fraud, level of researches available for use in the operative of the bank would reduce.
1. The cost of running of the bank, concerned is not only increased by attention of management is distracted.
1. Where perpetrators of frauds are many or if the act is too frequent, such institutions may run into liquidations.
2.1.3	FRAUD CONTROL AND PREVENTION
	Having identified the causes of fraud in banks in particular it is only proper that solutions are proffered as to how frauds can be minimized. It is therefore in realization of the dangerous effect of the increasing wave of frauds in banks that bank management and policies aimed at ensuring that the incidence of frauds is reduce to the nearest minimum. The following can be regarded as general control policies, which ensure prevention of fraud in banks.
1. Cost control: - Purchase should be made within approved limit while price being paid must be reasonable. Settlement of large purchase of cash should be discouraged and compliance with the banks laid down purchase procedure should be maintained.
1. Vouchers: - All processed voucher must be duly cancelled and given adequate fire resisting / double custody. Special attention should be paid to suspense accounts.
1. Control over computer report such as: -
1. Access to the computer room must be restricted to other unauthorized person while movement register must be maintained.
1. The senior officer must keep the last report under surveillance.
1. Passwords for computer operator operation should be kept in strict confidence and detected when there is movement of affected staff.
1. Employee incentives and Rewards it has been proved that reasonable an incentive to staff has helped to reduce the incidence of their involvement in fraud “reward for prevention of fraud” should also form part of bank policy to encourage staff customers to frustrate frauds.
1. Recruitment and Training of Staff: - Bank’s management must adopt a sound employment policy to ensure that the right calibers of staff are employed into the banking industry. It is also necessary that very good references on staff be obtained from both their last school and other responsible citizen whose reputation are not doubt.
1. Unbalance position on books of accounts: - Experience has show that unbalance books provide fertile grounds for frauds, hence at times books are intentionally “jammed” by unscrupulous staff. Banker should therefore be restless if their books are not balance. Effect should therefore be made to balance the books regularly and promptly.
1. Suspense Accounts: - Various suspense accounts exist in banks. The outstanding item on these accounts must be monitored by a very senior staff. Authorization of entries into accounts should also be restricted to specify offices other than those monitoring the accounts.
1. Unrecognized account: - The need for effective reconciliation of books of account in the banks cannot be over emphasized there is the need to equip the reconciliation section of the bank with highly experience and knowledgeable staff under no circumstances should the section be regarded as a place for discredited officer.
2.1.4	BALANCE SHEET ITEMS OF COMMERCIAL BANK
	The best was described the business activities of commercial bank is by haltering to their balance sheet component.
LIABILITY SIDES
	The liability consists of owners funds in the form of paid up capital reserves and customer digest deposits are most important sides answer source of operations funds. The mobilized funds are used for external facilities to acquire assets.
CURRENT DEPOSIT
	The type of deposit is still a free source of funds for Nigeria banks as the pay interest on their customers drawn or this deposit with cheques without notices to the banks. It is worth nothing that no aggregate sum of demand held by Nigeria bank as they pay interest to banks compared to other types of deposit in hugs.
SAVINGS
	This are two of term deposit namely fixed are repayable at the end of the time which they are fixed (usually about one month). The period for short term deposits are not fixed but the amount must remain at least one interest can be paid.
ASSETS SIDES
	At the other side of commercial banks, balance sheets term deposits are cash in vaults (cash held by cashier plus cash held in the strong nom). Balance in the bank of Nigeria (CBN), money call and short notice with other financial institutions bill purchased. Advice investment in security (such as treasuring bill, treasury certificate, government stock etc) and fixed investment such as land and building  funiase and equipment hard and software in the form of computer and accounting machine. Through the historical origin form of ownership ach that prand size of these is fair amount of un formality in the composition of commercial banks assets and liabilities.
2.1.5	QUALIFICATION OF AN AUDITOR
	Babalola B.A (2000) pointed out in a decree of ICAN 1986 that as  a professional auditor who maybe an auditor of limited liability companies must be member of ICAN. This is to ensure that the auditor is competent to carry out his duties effectively and to express an opinion which is base on the trust and fair position of organizations. This competences comes from acquisition of sound knowledge of accountancy and audit theory and practices.
	Business law, financial, taxation, mathematics and statistics. In addition, the auditor should be able to communicate effectively with the workers of any organization. He should have the psychological, logical knowledge of reading workers behavior. The knowledge of mathematics and statistics will be enable an auditor to analyze data collected.


QUALITIES OF AN AUDITOR
	The profession, demands the auditor personal qualities such as wisdom, good judgment, honest, hardworking manful and resourceful in higher moral standard self control and dignity.
4. An auditing must be independent of his client
4. An auditing must be posses integrity he must be as an honest man there is ethnical guidance when all member of ICAN are required to follow in order to maintain their integrity. 
4. He must be objective in his judgment on report is to have,
a. State income tax within
b. Amount of miscellaneous deduction.
2.1.6	 LONG AND SHORT TERM LIABILITIES
These are financial obligation of an organization that is recognize liabilities are said to be long when the obligation last for more than one year. While short liabilities are considered to have less than one year obligation from the balance sheet date. Auditor procedures for and short term liabilities.
2. The auditor should ensure that all liabilities on the book are properly valued.
2. The auditor should ensure that all  liabilities of material nature are properly disclosed.
2. The auditor should ensure that all liabilities are properly classified and presented on the balance sheet. This is to ensure that all long liabilities and short liabilities are not matched together.
2. The auditor should ensure that payment produced of liabilities is in harmony with internal control system of an organization
AUDITOR INDEPENCE
	Babalola B. A (2000) opined that independence is very important in the conduct of an audit and for the acceptance of the auditor work. The auditor must not only be independent but must be seen to be independence, professional bodies when have issued statement, code of conduct which outline the relationship which can be broadly grouped into the following:
1. The relationship based on fees should be more that 15% of the total income
2. Personal relationship family has with a principle of the client company
3. Mutual business to be a beneficial shareholder of a client company, loan to and for client company acceptance of goods and services receipt of commission and acceptance of indemnity.
4. Conflicts of interest with client acing for competing client and advising two client in dispute being an officer or employee of client providing other services. It is worthy to note that auditor is not expected to subordinate his opinion to that of his client and must be seen to be independent from the control of management bodies.
According to Nyanike (1985) when we talk about auditing in an organization we are referring to things like inventory, plant, building and properly equipment, machinery, current and long term liabilities owners equity and other revenues are the common feature to be seen. Therefore, the chapter will my to summarize fully the audit procedures required to the follow by the auditor I relation to the above mentioned items in an organization. 
The auditing practices committee defined internal control as the whole system control, financial or otherwise, established by the management in order to carry on the business of the enterprise in an orderly and efficient manner, ensure adherence to managements policies, safe guard the assets and secure as far as possible the competence and accuracy of the records.
The study of internal control is the logical staring point for examination of internal statement for variety of reason, its objective and importance has greatly increase over the years.
This study of internal control provides the auditors with the basis for reliance on the records and for eliminating the nature, extent and timing of auditing test.
Internal control system is the guideline in which the whole system of control, financial or otherwise, established by the management in orderly efficient manner, ensure adherence to management policy, safeguard the asset and secure as far as possible the completeness and accuracy of known as ‘control’ as internal control.
Internal control equally helps in checking the accuracy and reliability of accounting data. It promotes operational efficiency and encourages adherence to management policies.

INTERNAL CONTROL
Sound and comprehensive of internal control that will minimize the chance of the fraud should be established by the management to appraise the effectiveness of internal control and minor compliance, the internal control and minor compliance, the inter audit and inspection should be established too.
EMPLOYMENT PROCEDURE
Recruitment of staff must be painstakingly done reference form must be critically scrutinized and all details satisfactorily vetted from the right caliber of staff to be employed this is very important as the effective check on internal fraud is integrity of the staff.
EXTERNAL SECURITY
Management should advise an impregnable internal security system that should wade off men of fraudulent interitions.
Banks have on many occasions opened fraudulent account with taking proper reference.
	HONESTY AND ACCOUNTABILITY OF OUR LEADER
If our leaders could exhibit a sense of honesty, moderation and accountability, it is bound to have infection effects on the people with an attendant decrease in fraud cases.
2.2	THEORETICAL FRAMEWORK
	The chapters provide on over-view of the existing, explaining theories on accounting and auditing, Auditing helps explain why society needs auditing the role and purpose of audit sources in communication between a company and it environment.


2.2.1	THEORIES OF AUDITING 
	The paragraph present some of the theories on the demand concerning auditing, The agency theory is the most prominent of the existing theories. Less significant audit theories are the “policeman theory” and the “lending credibility theory:
	The policeman theory claims that an auditor is responsible for searching, discovering, and preventing fraud. The focus of the audit however, has moved towards the verification of the truth and the fairness of the financial statement and the provision of responsible assurance. The policemen theory is not able to explain fully the role and the purpose of auditing.
	According to the lending credibility theory, the primary function of the audit is to all credibility to the financial statements auditing financial statements increase the financial statement users’ confidence in the financial and the faith in management stewardship. The lending credibility does not explain other function of performing audit source: This theory is limited in explanatory power
2.2.2	LIMPERG’S THEORY OF INSPIRED CONFIDENCE
	In the PCAOB and the social responsibility of the auditor (2004) D.R Carmichel: chief auditor of the Public Company Accounting Oversight Board (PCAOB), comments the social responsibility of the independent audit and the possible mechanisms for ensuring that auditor meet society needs.
	Carmicheal focuses on the role of the PCAOB and its performances in restoring the confidence of lavestors in the independent auditors of public companies in describing the PCAOB’S focus, restoring the public confidence commercial (2004), 128 recall the work of professor Theodore limpery (1879-1961) of the university of Amsterdam. Limperg observed that when the confidence that society has in the effectiveness of the audit and the audit has destroyed
	According to Carmichael (2004,lea), the principle of limperg theory are especially relevant in the phase at the development at the audit function. We have a particular need in our current environment to try to understand and to appreciate the social significance of auditing and the implications concerning in which an audit should be performance”
	The social responsibility of the auditor a basic theory on the auditor’s function, by professor Theodore Limperg (1879-1961) of the university, of Amsterdam (Limperg Institute, 1932  (1985), is a booklet in which professor Theory Limperg’s essays exposing his general Theory of inspires confidence, are translated in English.
	The theory of inspired confidence connect the community’s needs for reliability of financial information to the ability of audit techniques to meet these needs and it stress the development of the need of the community and the techniques of auditing in the course of time (limperg institute 1985:3).
	In developing his theory of inspired confidence Limperg (limperg institute, 1985, 16) describe the auditor’s functional responsibility as follow. “The auditor-confidential agent his general function in society from the need for expert and independent examination and the need for an expert and independent opinion based on that examination. The function is rooted in the confidence that society place in the effectiveness of the audit in the opinion of the accountant. This confidence is consequently a condition for the existence of that function: if the confidence is betrayed, the function, too, is destroyed, since it becomes useless”
	One important citation concerning the theory of inspired confidence (Limperg institute, 1985; 18) in the next “The normative core of the theory of inspired confidence is this; The accountant is obliged to carry out his work in such way that he does not betray the expectations which he evokes in the sensible layman; and conversely, the accountant may not arouse greater expectations that can be justified by the work down “According to the citation could be concluded that the theory of inspired confidence does not prescribe definite rules about the behaviour of the auditor in each particular case; the principle based approach, signaled by Carmicheal (2004, 129),
	The theory experts from accountant that in each special case he ascertains what expectations he arouses, that he realizes the tenor of the confidence that he inspires with the fulfillment of each specific function (Limperg institute 1985: 19).
	According to the theory of inspired confidence (Limperg institute 1985:3), charges in the needs of the community and charges in the auditing techniques result in change in the auditor’s function. Assessing that statement, Camicheal (2004, 129) states that the touchstone for the auditor is always to perform the work and obtain the evidence necessary to provide the assurance that society needs and reasonably expects.
2.2.3	THE INFORMATION THEORY
	As described in the agency theory financial reporting is certain to monitoring purpose. An alternative or complement to the monitoring principle is the information principle focusing on the provision of information to enable users to take economic decision .
Investors require audited financial information on behalf of their investment decision-making market. Data that are more accurate will improve the internal decision-making.
	THE INSURANCE THEORY 
The insurance theory is a more recent explanation for the role the audit, that is, the ability to shift responsibility for reported data to auditors lowers the expected loss from litigation to managers, creditor, and the professional involved in the securities market (cosserat, 2009,44) when using demonstrate that they exercised reasonable care.
	THE AGENCY THEORY 
In theory of the firm; managerial behaviors, agency cost and ownership structure (1976, 306, M.C Jonsen and H.Meeking refer to the firm being a ‘black box’ operated so as to meet relevant marginal condition with respect to inputs and output, thereby maximizing profit, i.e present value. The authors signaled that no theory exists, explaining the way in which the conflicting objectives of individual participants will brought into equilibrium to success in value maximization.
2.3	EMPIRICAL REVIEW 
	Salamah, Al-weshah, Al-Nsour and Al-Hixai (2011) examined the impact of internal audit structures and perceives effectiveness of fraud prevention in Canada using t-test. Based on their findings they concluded that fraud could be prevented with effective internal audit units. A rivid and Cornelia (2012) assessed the impact of fraud prevention on bank- customer relationship using least square method and discovered another dimension to the issue of fraud when they found  a positive association between customer familiarity with and knowledge about fraud prevention and the quality of customer  relationship as a measured of satisfaction  trust and commitment. Linder Bresster (2010) investigated the role of forensic accountant in fraud investigations. Importance of Attorneys and judges perception and concluded that training of Auditors is important for fraud prevention. However, chen, fifth, Gao and Rui (2006) assessed the ownership structure, corporate governance and fraud in china using table and percentage. They concluded that a large number of outside directes contributed to financial statement fraud. The large proportion of outside director would be hopeful in the firm’s activity to reduce fraud. Reinstein, Moehrlr and Moehrlr (2006) adopted kholberg model I their work to investigate crime and business executives repeating history and concludes that financial statement fraud begins with financial and moral problems in the banks but zhang, zhou and zhou (2007) disclosed in their study on audit committee quality, auditor independence, internal control weakness and effective role of the audit committee contributed to better internal control of the industry. In addition to the competence of the audit committee are also expected to be independent in overseeing the bank’s internal control. The audit committee is also responsible for ensuring that management does not engage in fraudulent conduct. 
	Agel, kus-aye and Owusu Yeboah (2013) assessed audit expectation Gap in Ghana using regression analysis and found that there exists expectation gap concerning auditor’s responsibility relating to Fraud detector and prevention. The work corroborates Bogdanoviciute (2011) who empirically reviewed audit expectation gap. The case of Lethuania and Saidi, (2012) who empirically examined audit expectations gap and corporate frauds in Iran. Fadzil, Haron and Jantan (2005) assessed internal auditing practices and internal control system using t-test statistic. They discovered that the professional proficiency of internal auditors influenced the effectiveness of the internal audit function of fraud detection.
	Zacharia, Jerry and Danjuma, (2012) examined the adequacy of external auditing on fraud in Nigeria automated teller machine (ATM) on frauds in Nigeria using chi-square and discovered that bankers and customers have roles to play in curtailing fraudulent act in our banks. He established that ATM helps in preventing fraud. Kabri (2009) evaluated the role of forensic auditing in combating fraud in the Nigeria banking sector using main-whitney u-test. The study revealed the need for modifying regulatory framework in Nigeria by using Macro environmental forces such as regulatory and legal pressure on auditing profession to be more responsible for fraud detection in financial statement Uchenn and Agbo (2013) assessed the impact of fraud and fraudulent practices on the performance of bank in Nigeria. The study adopted multiple regression method and from the findings it was established that fraudulent activities inflict severe financial difficulties on banks which affects the amount of money available for economic development. Oyinlola (2010) investigated the role of auditors in fraud detection, prevention and reporting respondents are very concerned about the problem of fraud and that the duty of auditor is fraud detection.








CHAPTER THREE
RESEARCH METHODOLOGY
3.1	RESEARCH DESIGN
	This chapter comprises of activities the researcher carried out in order to solve or provide acceptable solution to the research problems. To explain the research design population of the study, sample size and sampling techniques, instrument adopted for the study as well as the method of analysis used for the research.
	In carryout this research, the choice of program that guides the research work in process of the data collection, analysis and interpretation depend on the approach that best provides answers to the research question.
3.3	POPULATION OF THE STUDY
	In order to ensure that the population comprises every category of people in the bank, the researcher included the following class of people in the populace. The manager, cashier, accountant and customer service among other within the bank.
3.4	SAMPLE SIZE AND SAMPLE TECHNIQUES
	First bank plc is chosen as the representative of the population. For this study, a sample size of 42 respondents was sampled. The 42 respondents were taken randomly on equal basis from the related departments of the organization.
3.4	SOURCES AND METHOD  OF DATA COLLECTION
	In order to make this project to be more interesting and self explanatory the field work and research is carried out from method of data collection which are use to get accurate information because it is obvious that only one method of data collection will be enough for those type of research.
Primary Data: This can be term as the raw data collection by the researcher. The researcher has a direct link with object of the research. In essence the researcher is a position to ask various question that would help him to get suitable or accurate information example of this, questionnaire and oral interview method are used. The advantages of the primary data are as follow, the research is able to interact and personally assess the situation in obtained the information, also the source are reliable and dependable. The accurate information are collected, it also give room for self discovery.
Secondary Data: These are the readymade data the research is not involved in getting the information. The method includes publisher, textbook, trade journal, hospital, newspaper, magazine, libraries, public offices, ministries etc.
	The advantage of these method below, it is reliable and give accurate information.
	Where avoided in order to give maximum co-operation of the respondents
Observation: The researcher was able to obtain relevant information by carefully watching how activities are being done in the company under study.
Literary Material: Finally the researcher also employed the use of some purchasing texts, Authored by great purchasing scholars.
3.5	RESEARCH INSTRUMENT
	These are instruments that simple information aided to the researcher. The researcher makes use of them to obtain data that are relevant to a particular study a hand and the type of techniques used varies from subject matter to the other and the intended value of researcher findings well, cover much on the type of instrument to be used.
	For the purpose of obtaining relevant and reliable data in this study, the researcher made use of data of questionnaire.
3.6	METHOD OF DATA ANALYSIS
	The main research method used was from the oral interview conducted from the bank staff in fraud was in statement from while, the past journal used for the number of banks staff involved in frauds, it is also presented in tables.
	According to the decision rule under x2 text Murray (1993) whenever the x2 calculate value 9.49 less than x2 table the null hypothesis will be accepted by rejecting null hypothesis alternative hypothesis will be accepted.
	Therefore the result obtained from 11.52 will be to make value conclusion about the population parameter 
Where x2 = 
Where x2 = chi-square
O = observed frequency or data
E = expected frequency or data source of Murray (1993:170)
Decision Rule: We accept  Ho when cal x2 < tab x2 otherwise we reject Ho.
3.7	MODEL OF SPECIFICATION
	We apply ordinary least square equation method to investigate impact of information technology in banking study. First the function is given below as;
GDP = F (TEL.INV.TCONTEL.G.EXP --------------<1>
Where:
GDP = Gross domestic product
TELINV = Tel communication investment
TCONTEL = Total consumption of telecommunication
G. EXP = Government expenditure on telecommunication


CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION
4.1	DATA ANALYSIS BASED ON PAST JOURNAL ON FRAUD CASE IN 	BANK
	In view of the reason identify in the previous chapter, the magnitude of the loss arising from bank fraud is on the increase. It is appropriate to have a feel of the fraud of loss through bank frauds in Nigeria in order to appreciate the havoc crank worm has been wrecking on the economy the actual amount involved on actual expected loss in banks fraud should be multiple of the reported figure on table as many banks had emerged in rending the require return of frauds.
Table 1: Fraud in Nigeria Commercial and Merchant Banks
	Year
	Amount involve <B>

	
	Commercial
	Merchant
	Commercial
	Merchant

	2022
	360,194
	28318
	24498
	1180

	2023
	351930
	58820
	61800
	8310

	2024
	1376300
	41920
	242010
	8870

	Total
	2088424
	129058
	331308
	14800


Source: Research Field Survey, 2025
	The sum N2.2 billion was involved in bank fraud in three years, 2022 – 2024. Out of which commercial banks accounted, for about 94% actual expected loss to the banking system within the same period totaled about N3 billion with commercial banks accounting for about 95.7% thereof, it is obvious from the above analysis that the bulk of banks was being perpetrated in commercial banks probably because of their large branch network and low quality of employee when compared with the merchant banking sub-sector.
	Bank staff involved is fraud were being terminated, dismissed or retired. Table ii show the status and number of staff involved in fraud in the year 2022 – 2024.
Table 2: Number of Bank Staff Involved in Frauds
	S/no
	Ranks
	1991
	1992
	1993

	1
	Supervisor and Managers
	66
	132
	127

	2
	Officer, accountant and executive assistance
	60
	66
	58

	3
	Clerk and cashiers
	236
	156
	192

	4
	Typist accountants and executive assistance
	47
	9
	34

	5
	Messengers, driver, cleaners, stewards and security guards
	51
	54
	61

	6
	Temporary staff
	24
	-
	5

	7
	Uncategorized staff
	30
	19
	40

	
	Total
	514
	436
	517


Staff whose statues were not disclosed
	A total of 517 staffs of banks were dismissed, retired or had their appointment terminated because of their involvement in fraud and forgeries during 2023 as against in 1992. In 1991 514 members of staff of the affected banks involved in fraudulent activities. The table further shows that greater amount per staff was involved in 1993 than in earlier years. The amount involved for staff during the year periods (2022 – 2024) are N8 million, N9 million and N2.7 million respectively.
4.3	PRESENTATION OF RESPONSE ON THE ORAL INTERVIEW 	CONDUCTED
	Is auditing important to your banks? i.e. first bank of Nigeria plc. The response of the auditors is positive not because he is an auditor by professional but because of what auditing of the account books have contributed to the growth of the bank.
	With the knowledge that the account will be audited the fraudulent activities have declined nobody is ready to be in problem or jailed.
	Also, has positive effect on the profit of the bank because every kobo debited and credited must be properly accounted for.

Research Question 1
	Is internal control of any usefulness to an auditor?
Response:
	The main focus of auditor is evaluating and testing internal control is to determined the content of reliance which he may place on information contained in the accounting records accuracy of records where the auditor concludes that it ensure of that substance test he would have to do.
	As internal control is defined as the plan of an organization and all the methods and procedures adopted by the management ensuring as far as practicable, the orderly and efficient conduct of its business including adherence to management policies, the statute of accounting records and the preparation of reliable financial information.
Research Question 2
	What are the duties of an auditor in relation to fraud detection?
Response
	The auditor main duty is to make a report to the members of the banks on the account examined by him and so every balance sheet and profit and loss account and on all group of financial statement coupled of which are lead before the bank at the annual general meeting during his tenure of office.
	The auditors are required by the 6th schedule to expressly state the following matter in their report.
1. Whether they have obtained all the information and that was necessary for the purpose of their audit.
2. Whether in their opinion proper books of account have been kept by the bank, so far as appear from these books.
3. Whether the bank’s balance sheet (unless it is fraud as a consolidated profit and loss account dealt with by the report once in agreement with the books the accounts and returns.
4. Whether in their opinion as the best of their information and in accordance with examination given the information required and given a true and fair view.

Research Question 4
	Do banks staffs help in fraud prevention?
Response
	Human resources constitute the most invaluable assets in any organization as it could help or more the suggestion actions could improve the situations.
1. Compliance with the operational guideline: this is used for strict adherence to established operating procedure cannot be over emphasized. The handbook and other relevant circulars provide a good guide and should be daily companion to all staff.
2. Knowledge and self-development: situations do arise where a committed and honest staff fall a victim of transfer pressures simply due to ignorance it is advisable and important to read and sit for the institute of banker’s examinations and other relevant courses available.
Research Question 5
	Does customer also help in fraud prevention?
Response
	The customer must ensure proper custody of instrument and specimen signature. The banks has only ensure that their customer instrument of instrument cheque book and withdrawer saving ships are at all time properly secured and access thereby an authorized person made impossible customer signature should be kept secret.

Research Question 6
	What are the likely relations of the managers, accountants toward the auditor?
Response
	Since nobody will like freedom to be inspired the reaction the managers and accountants are not friendly because they see the auditor as intruders.
	Things have improved with increase in the rate of awareness, on the importance of auditing on the part of manager and accountants when notified on the presence of an auditor everybody is on the tip. This is because they do not want fraud on the work they either performed or inspected.
4.2 PRESENTATION AND ANALYSIS OF DATA
This part deals with the presentation and method of Data Analysis, which is strictly based on structured research Question, Oral Interview of past records to assess the roles of an auditor in fraud prevention in business organization. 
The method used in the analysis of data for the pose comprehensive include sample Tabulations, percentages, and average chi-square (x2) was used at 5% level of significance to test the hypothesis.
Where x2 = 
The purpose of the test is to determine how well an observer set of data fits an expected set.
Where x2 = chi-square

O= observed frequency
E= expected frequency
HYPOTHESIS TESTING 
	After analyzing the responses of the questionnaire this respect tested the research hypothesis with the prescribed test statistic. The statistic is chi-square.
x2 = 
Where x2 = chi-square
O= observed frequency or data
E= expected frequency or data, source: 
Murray (1993:170)
Decision Rule: We accept Ho when cal x2 tab x2 otherwise we reject Hi
HYPOTHESIS 1
	There is no significance relationship between fraud prevention and detection in banking industries.
TABLE 1: Relationship between fraud prevention and detection in banking industries
	Responses 
	Number of Respondent
	%

	Yes 
	32
	76

	No
	10
	24

	Total
	42
	100


Source: Field work, 2025
Analysis:
32 respondent representing, 76% said YES while 10 respondent representing, 24% said NO 
TABLE 2: Computation of Chi-square
	Responses 
	O
	E
	O-E
	(O-E)2
	(O-E)2
    E

	Yes 
	32
	21
	11
	121
	5.76

	No
	10
	21
	-11
	121
	5.76

	Total
	42
	42
	
	242
	11.52


Source: Derived from table 1
Ho: P1 = P2
Hi: At least one of the equation does not hold E= 42 = 21
                                                                                     2
The Cal x2 = 11.52
X2 1 K = 1
1-a
When a= 5%
When K – 1 – degree of formular
X2 2 =1
1-0.05
X2 1
1-95
X2=9.49
1-95
At 5% level of significance and 1 degree of freedom
Tab X2=9.49
 While Cal x2 = 11.52
Decision Rule:
Since from the above Cal x2 = 11.52 exceed tab X2=9.49 we will therefore reject the null hypothesis and accept the alternative hypothesis i.e. Hi
Decision:
This means that there is a very significant relationship between the fraud prevention and detection in bank industries. 
HYPOTHESIS 2
	There is no significance relationship between the role and strategy of an auditor in preventing fraud and detecting fraud in banking industries.
TABLE 3: Relationship between the role and strategy of an auditor in preventing fraud and detecting fraud in banking industries.





	Responses 
	Number of Respondent
	%

	Yes 
	32
	76

	No
	10
	24

	Total
	42
	100


Source: Field work, 2025
Analysis:
	32 respondent representing, 76% said YES while 10 respondent representing, 24% said NO 
TABLE 2: Computation of Chi-square
	Responses 
	O
	E
	O-E
	(O-E)2
	(O-E)2
    E

	Yes 
	32
	21
	11
	121
	5.76

	No
	10
	21
	-11
	121
	5.76

	Total
	42
	42
	
	242
	11.52


Source: Derived from table 3
Ho: P1 = P2
Ha: At least one of the equation does not hold E = 42 = 21
                                                                                     2
The Cal x2 = 11.52
X2 1 K = 1
1-a
When a= 5%
When K – 1 – degree of formular
X2 2 =1
1-0.05
X2 1
    1-95
At 5% level of significance and 1 degree of freedom
Tab X2=9.49		 While Cal x2 = 11.52
Decision Rule:
Since from the above Cal x2 = 11.52 exceed tab X2=9.49 we will therefore reject the null hypothesis and accept the alternative hypothesis i.e. H,
Decision:
From the above Cal x2 exceeds Tab x2 and since Cal  x2 > tab x2 , we will therefore reject the null hypothesis and accept the alternative hypothesis i.e. Hi. 
Decision
	This means that there is a very significance relationship between the role and strategy of an Auditor in preventing fraud and detecting fraud in Nigeria banking industries. 
















CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
  5.1	 SUMMARY
	It was observed that the present high rate of fraud is the direct product of our societal setting respectively where wealth is glorified irrespective of its source.
	Finding revealed that the lack of effective and efficiency internal and external control system and a poor recruitment exercise from part of the factor inducing and fueling the incidence of fraud.
	This is evident as most successful bank fraud, has the active participation of bank employees. Lack of following routines or total deviation from the other laid down regulations contributes to the upspring of banking fraud. The study also revealed that the lukewarm attitude of our law enforcement agents, the snail pace and itself fraud inducing.
5.2	CONCLUSION
	An attempt have been made in the previous chapter to take and overview of the problem, causes and consequence of fraud in commercial bank in Nigeria, misplaced value judgment and the prevailing bad economic environment bill time fraud are on the increase and the bank are losing amount running into millions of Nigeria to fraudster almost every day. In most cases when the frauds are detected early, amount already drawn are usually difficult to recover.
	The research work has shown that even when bank inspector, auditor and even customer discover fraud institutions.                                           
1. All banks should introduce strict disciplinary action, which would serve as deterrent to other staff whenever malpractice is proved against such staff.
2. Chief inspector of commercial banks must endeavor to work hard with the police during  investigation of frauds, which must be handled promptly.
3. Staff should be related periodically and should not be left on one function for too long a period in order to forestall the possibilities of exploring existing operational loopholes and shortcoming personal given.
4. Appointment of officers as against supervisor to man rural branches in order to reduce the increasing, receiving and payment and cash should be divorced from each other.                                                                                 
5. Cash officers should be sure of the need of cash by the cashier before making the money available, receiving and payment of cash should be divorce from each other. 
6. Dormant account should be separated from each account and other operations on them, should raise suspicious and must be with the authority of recovering some of the frauds and the cooperation of police has not be particularly encouraging. This is therefore of essence in affecting control of frauds. A sound and effective control will only prevent but will  at a very  early   stage detect it Management staff have important role to play by ensuring that there are sound internal control system is placed in various institutions reflects realities of the environment at all timeIt is equally important to stress the needs for all financial institution to comply with statutory requirement of rending  return effectiveness  monetary and supervisory authorities might design to curb the menace. The prevention and detection of fraud should be collaborative effect of banks, their staff, customer, the public and the government including relevant agencies. Fraud in the financial system should as much as possible be minimized as its kills the institutions and destroy the economy of a nation.                                                                                     .                                                                                                                      5.3	RECOMMENDATIONS 
	Obviously, if the little confidence that the bank have built of them is denied, the impact will be disastrous for the overall development of banking in Nigeria. 
In view of these, this research project deems it necessary based on its finding to recommend in our financial institutions.
1. All banks should introduce strict disciplinary action, which would serve as 	deterrent to other staff whenever malpractice is proved against such staff. 
2. Chief inspector of commercial banks must endeavor to work hard with the police during investigation of frauds, which must be handed promptly.
3. Staff should be related periodically and should not be left on one function for too long a period in order to forestall the possibilities of exploring existing operational loopholes and shortcoming personal given.
4. Appointment of officers as against supervisor to man rural branches in order to reduce the increasing, receiving and payment and cash should be divorced from each other.
5. Cash officers should be sure of the need of cash by the cashier before making the money available, receiving and payment of cash should be divorce from each other.
6. Dormant account should be separated from each account and other operations on them should raise suspicious and must be with the authority of the branch managers to branch accountant.
7. Bank should be properly screened before being employed satisfactory references must always be obtained the present practice 	whereby name of dismissed bank staff are circulated among bank fraud.
8. The list of customer whose account is used for fraud should be circulated on their benefits.
9. Every bank must establish internal auditor functions, which are all known as the inspection department regularly audits unit to ensure that records keeping controls are being practice and evaluate of efficiency of internal control system.
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