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CHAPTER ONE
INTRODUCTION
1.1	Background to the Study
The problem associated with most organization which often leads to their collapse is lack of effective external audit which as carried out by the  auditor of  such organization the belief of government now is to make profit or at least break even. In other to achieve this aim, there are laid down policies for such establishment. This policies will guide the survival of the service depend on a well established external control. Financial and otherwise established by the government in order to carry out the business of enterprise in orderly and efficient manner, ensure the adherence to the management. Policy safe guards the asset of enterprises individual component on external control. When these statutory are designed by the management, they establish another system to ensure that these external controls are being strictly adhered to. This system is a statutory audit and it is handled by external audit sector of any organization.
External audit is a means of controlling fraud in the banking system in Nigeria. Statutory auditing is illegally required of accuracy of company or government financial control records the purpose of external audit is the same as the purpose of any other audit to determine whether or an organization is providing a fair and accurate representation of its financial position by examine information such as bank balance, book keeping record and financial transaction.
Bank generally are registered under the company act, there are specific provision that exempted them from some of the disclosures. The exemption available allows bank to omit certain details of manuscript on reserve. In order to give banking system god name, reputation and place them in good banking system, there should be external audit to audit the operation of the banks since the banks are generally exempted from certain disclosures. External auditing in banking system is to investigate and control the effect of fraud. The external auditor is needed in order to enable better internal control system to be established and to prevent the occurrence of fraud in banking system.
The statutory auditing system of bank will be of a great, help to investigate areas of defection in cash handling, wages, stock, and debtors so that normal substantive audit test can be carry out. The external auditing of banking in this project will help to analyze ways by which the external auditors carry out their investigation of fraud and other abnormalities in the banking system in Nigeria.
The term “audit” can be define as the independent examination of the book of account in order to ascertain whether it shows true and fair view. The audit term can widely be used to mean different things example independent audit, statutory audit and internal audit.
Statutory auditing as a state law may require all municipalities to submit to an annual statutory audit, examine all the account and financial transact to make the result of the audit available to the account whether proper accounting records and books have been kept by the company, whether the financial statement has been prepared in accordance with the provision of the company and allied matter.
1.2 	Statement of the Research Problem
As it is known that external audit is an independent appraised function established by the management of an organization for the review of external control system as a service to the organization which most consist of examination evaluating and reporting on the adequacy of the external control as a contribution is the proper economic, efficient and effective use of resources encounters difficulties in the function.
Some of the major problem encountered with external audit section in organization; there has been lack of competences which makes the audit work to be valueless. Communication is also a problem affecting external audit department or organization. Ineffective means of communication with the department causes strings. Firstly, there has to be disclosure all matter necessary to full understanding of opinions within the department and disclosure should be made to the proper authorities of the matters which in one way or the other is not properly done.
1.3	Research Questions
1. How effective is the external audit system in banking industry?
2. Does external audit play a significant role in preventing fraud in banking industry?
3. How banking industry tackles the problem of external audit system?
1.4	Objectives of the Study
The aim of this study is to examine the effect of external auditors’ activities on fraud prevention in Nigeria banking industry. The objectives of the study are
1. To determine how effective is the external audit system in banking industry.
2. To analyze the role of external audit in preventing fraud in banking industry.
3. To examine how banking industry tackles the problem of external audit system. 
1.5 	Research Hypotheses
The hypothesis that was been formulated for this study and that would be tested later in the chapter four of this study is as follow:
1. Ho: External audit system is ineffective in banking industry
Hi: External audit system is effective in banking industry
2. Ho: External audit does not play significant role in preventing fraud in banking industry.
Hi: External audit plays a significant role in preventing fraud in banking industry.
3. Ho: Banking industry is not tackling any problem of external audit system.
Hi: Banking industry is tackling problem of external audit system. 
1.6	Scope of the study
This study shall focus on the effect on external auditors activities on fraud prevention in Nigeria banking industry and the coverage of this study is Wema Bank Plc. 
1.7	Limitations of the Study						
Taking into consideration the nature of research topic, it requires co-operation from the members of the audit in Wema Bank Plc which is not easy to obtain because of the reluctance in answering question, insufficient time to answer the questionnaire also contribution to the limitation of the study.
1.8 	Significance of the Study
The significant of the study is that it will make measurement of the service to known the tools that can be used to measure or evaluate the policies adopted as far as external audit is concerned and also to ensure that exclusion as it on which operation critically depend upon are properly secured and safeguarded to misappropriation and their important document which provide a complete, accurate and timely record of relative event.
Secondly, the management of the service will have the information about the effectiveness of external control system which will assist them to make-decision if there are deviations. The study will make external auditor to improve their skill work 
1.9	Definition of Key Terms						
Audit: Audit is the examination or inspection of various books of accounts by an auditor followed by physical checking of inventory to make sure that all departments are following documented system of recording transactions. Audit is done to ascertain the accuracy of financial statements provided by an organization. 
Auditor: An auditor is a person authorized to review and verify the accuracy of financial records and ensure that companies comply with tax laws. 
External audit: This is the review of operation and records undertaken with a business carried out by external staff and can be continuous process of verification and reviewed carried out by independent unit reporting to top management on statutory auditor are responsible for execution of company activities. 
External auditor: It is a person who performs an audit, in accordance with specific laws or rules, of the financial statements of a company, government entity, or organization, and is independent of the entity being audited.
Fraud: This is any activity that relies on deception in order to achieve a gain.  
Banking Industry: It is a system of financial institutions called banks that help people store and use their money. 


CHAPTER TWO
LITERATURE REVIEW
2.1	Introduction								
This research work analyzes the effect of external auditors activities on fraud prevention in Nigeria banking industry. However, this chapter elaborates the conceptual framework which includes: Concept of External Audit, Advantages of Independence Auditor, 	Chases of Independence, Investigation Influence, and Factors that lead to Fraud. This chapter also contains the theoretical framework and empirical review. The theories cover the Police Man Theory, Theory of Inspired Confidence, and Stakeholders’ Theory..
2.2 	Conceptual Framework
2.2.1 	Concept of external audit
The definition of external audit has been given by different auditors that are specialist in the area of audit. Millchang (1993) in his book titled “Auditing and instructional manual auditing students” define external audit as part of external control and accounting control system and to suggest improvement where necessary and to report on the result of operation, variation, form plans and the reason there of. The aim of external audit is to assist the statutory auditor to carry out his duty especially the reliance it place on the external control system. One of the differences between external and statutory auditor is determined by the management and status.
External auditor approach is to ensure that financial statement to be presented to the shareholder show a true and fair view of the statement of comprehensive income for the period and the state of the company’s affairs at the ends of the financial year. The internal auditors are responsible to the management while external auditors are responsible to the shareholders. Different definitions have been given to statutory audit by different accounting expects like Howard Lise, E.E. (2006), Ackali Hyanike (2006).7. Lucy (2001), etc.
External audit can be define as review of operation and records undertaken with a business carried out by external staff and can be continuous process of verification and reviewed carried out by independent unit reporting to top management on statutory auditor are responsible for execution of company activities. They advise management and board of directors (or similar oversight body) on the adequate of control measure so as to promote efficiency and effective. This definition is By Ackali (2006) in his book titled: “The Essence of Public Accounting West Africa”. External auditing is an independent objective, assurance, consulting activity designed to add value and improve an organization’s operation. It helps an organization accomplish it objective by bringing a systematic disciplined approach to evaluate and improve the effective of risk management and governance process. External auditing is a catalyst for improving an organization’s governance risk management and management control by providing insight and recommendation based on analysis as assessment of data and business process with commitment to integrity  and accountability, external auditing provide value to governing bodies and senior management as an objective source of independent service. Professionals calls external auditing activity. The scope of external auditing within an organization is broad and may involve topic such as an organization’s governance management and control over effectiveness/ efficiency of operations (including safeguard, and compliance with rules and regulations). External auditing may also involve conducting productive fraud audit to identify potentially fraudulent act, participating in fraud investigation under direction of fraud investigation, professional and conduction post investigation and fraud investigation, fraud audit to identify control breakdown and establish financial loss.
Statutory auditors are responsible for execution of company activities, they advise management and board of directors (or similar oversight body) regarding how to better execute their responsibilities. As a result may have a variety of higher educational and professional background to the share holder. Apart from the fact that external auditors are different from internal auditors, here are ways that the both are similar to each other.
One of the similarities is audit techniques and procedures, both auditors are narrative and system, external control questionnaire and flow chanting to record that system. Both auditors perform similar and substantive test to the external control system and the transaction and balance respectively both auditors mountain independence over the work they review.
According to Joseph (2009) the external auditors try to obtain sufficient relevance evidence which can be brought in from substantive and compliance test. Evidence are the information obtained by the auditor during the audit work which he based his opinion. Substantive test is also known as weakness test, it is any test which sack direct evidence of the correct treatment of a transaction on balance in asset and liability on any item in the book of  account.
Substantive test is adopted where external control system has been weakening as a result of compliance tests. The compliance test seek to provide audit evidence on which the external control procedure are been adopted as prescribed by the system in operation.
Flow chart is a method of presenting system graphically by showing how staff duties are been segregated, how accounting system relates to other facts of business, or record of operation performed and consequence. The external auditors well sample size in testing the accounting record and documentary evidence. This is because of large size of the business, the external record and document therefore the external auditor can use judgment and statistical sampling. In judgment sampling, the external auditor uses his personal judgment to determine the sample size as well as item to be selected for sampling. Statistical sampling involves the examination in the population through the selection of relatively small sample on the basis of small mathematical principle by external auditors. According to Uthman (2006), the work of an auditor varies from one establishment i.e. organization to other. The work of an external auditor includes:
1. Auditing of salaries payment voucher monthly consequently.
2. Checking of record of service before transfer service
3. Auditing income and expenditure account of organization
4. Checking of external payment voucher
5. Audit of store record
6. Audit of school financial record
7. Endorsement of audit report of an organization.
According to Uthman (2006) in his book titled “Auditing and investigation”, the reliance of internal auditor work by the external auditor could be;
a. Work perform by external auditor as part of their duties.
b. Work performed by external auditor at internal auditor at internal auditor duties.
The strength of an organization’s external auditor function is among series of verification considered by an external auditor when planning and consulting an audit. Before any decision is taken, enhance on the external on the following basis:
Here, we are much concern with the audit section, then any other the functions of the service. The external audit section is directly responsible to the head of the service. The section is established to look into the whole activities of the organization so as to determine and report to the highest authorities, the effectiveness, efficiency and compliance with the stated policy procedure and plans. Therefore, its function touches the aspect of financial record and other operational activities in the external audit section. There are four members of staff namely: Principally External Auditor (PIA), Assistant Executive Officer, Audit Assistant and Messenger. The decision is headed by the Principal External Auditor.
Also, the entire audit section function performed by the external audit staffs taken to the head (controller) through the principal auditor. The function includes:
a. preparation of periods report on management activities.
b. preparation of audit report relevance for management 
c. Audit of store records.
d. Audit of salary payment voucher
e. Audit of government income and expenditure.
f. Checking record of service before recommendation of retirement benefit is paid.
Preparation of periodic report on management activities: the external audit section is responsible for the preparation of periodic report on the activities of management. Expenditure is according to laid down rules and regulation of the government  also the revenue generated and record of such revenue  presented to the revenue will properly monitored by the external audit section. The periodic report is prepared in the other management activities like expenditure incurred on purchase of stationeries, the verification of information brought to the service particularly interim account and management account. The external audit of the service is also concerned with the verification of the information in the interim account ad management account of the other organization in the state. Recommendation shall be made to the management on the external audit section of the service.
To audit the payment voucher, it is the responsibility of the external audit section of the service to audit the payment voucher for salaries and allowance of the officer in service.
Audit of income and expenditure account of the government, the external audit section of the service also ensure that income generated are dully accounted for and expenditure made is dully authorized.
Checking of record of service before recommendation for payment of retirement benefit, the record of each member  of work force in service is checked by external audit section to ensure that no act of misappropriation of fund, fraud or embezzlement of retirement benefit.
Rebertson (2006) in his work title “Auditing” define external auditing as a step taken to minimize risk of fraud cornel error by way to minimize scarce resource and risk of fraud and error respectively which brings about the introduction of external audit. The analysis of audit in organization includes:
i. Review of accounting system and related external controls.
ii. Examination of financial and operating record.
iii. Testing of transaction and balances.
iv. Review of effectiveness and efficiency of operation plan procedures and functioning of non-financial statue corporate policies plan procedures and investigation.
All organization whether profit oriented or not operate with condition of resources constraints. As a result of these, various steps are taken and procedure established to ensure that the use of these resources is maximized in achieving organizational goals. Primarily among the step taken is the setting up of a structure within which an orderly operation can take place. Apart from the problem of scarce resource, organizations run all risk.
2.2.2	Advantages of Independence Auditor
The advantage of independence of an auditor to both organization and shareholder for the purpose of achieving the true and fairness of accounting me cord include the following:
1. The people in financial community are also to perceive that the audited accounts are reliable by shareholder. The provider of fund (shareholder) can rely on the investment opportunity because the investors realize that the financial report presented to them by the auditor is reliable.
2. They (investor) lend to increase the investment in form of share purchases.
3. It acts as a bridge point which enables the management to perform their stewardship function.
4. It brings about the assurance to the shareholders that the statutory responsibilities concerning account prepared by the directors of the company have been carried out by an independent auditor.
5. Lastly, the chances of conspiracy fraud and misappropriation of shareholders fund is minimized where there is a qualified independent auditor to go over the document.
2.2.3 	Chases of Independence
Basically the rules of independence according to Mill Champ (1993)  relate both the deal independence of individual audit practitioners (practitioner independence) and to apparent independence of all audit professional collectively (programming independence).
a. Practitioners independence : This is a state of mind, an attitude on impartiality and self reliance that pervade an auditor’s approach to audit examination. This practitioner independence require freedom from restriction regarding audit technique to be used by auditor, the areas to be audited and the auditor reporting obligation to independent and auditor’s professional judgment should neither be influence nor subordinate by any other integrated parties in maintaining  an impartial attitude towards financial information prepared. An auditor must be awarded of condition or factors that impair independence. According to Maita and Sherat (1995), they identify three fundamental dimension of practitioner independence require freedom to be used by the auditor, the area to be audited and what can minimize or eliminate potential threat to the auditors impartiality.
b. Programming Independence: This require that auditor have the freedom to develop his or her own program, both as step to be used and amount of work to be performed within the overall bound of the engagement. This freedom from control or under influences is in the selecting audit technique. 
2.2.4 	Investigation Influence
This has to do with freedom of control or undue influence in the selection of area activities personal relationship and managerial policies to be examined. This means that all required information should be given to the auditor in the course of his investigation and his scope and assignment must not be restricted by the organizational board. Professional independence in contrast in perception helping by member of the financial community and the general public about practitioner as group perception however, are sometimes inaccurate and occasionally damaging to the extent that the professional perceived as lack of independence. The impartiality of individual is suspect. This professional independence has a direct impact on the effectiveness and indeed the live hood of an auditor. As a result, maintaining on image of independence has been a major of independence pre-occupation of profession (i.e. Auditing). The current role (ICAN) in his regard may be found in the professional ethical guidance affecting the auditors independence issues by the institute from time to time. Non controlling member are expected to be discipline by the institute or has its license revolted. 
These guidelines supplement the company and applied matter act (CAMA) 1990 as it was amended. However it is observed that whilst the current guidelines are not adequate, they are not enforceable in court, monitoring is difficult and sanction for beach by member do not bite hand enough. It is hope that in future more area would be covered by the guideline and breach would be enforceable in court. It is only the institute rate in relation to auditor’s independence would be meaningful.
2.2.5 	Factors that lead to Fraud
Opportunity for committing fraud of the three element of the Fraud Wangle opportunity is often hand to spot but fairly easy to control through organizational or procedure changes. The opportunity to commit fraud is possible when employee have access to asset and information that allow them to both commit and conceal fraud. Employees have access to record and valuable in the ordinary course of their job. Unfortunate access that allows people to commit fraud over the year, managers has become responsible for a wider range of employee and function. This has lead for more access for them as well as more control over functional areas of companies; access must be limited to only those system information and asset that are truly necessary from an employee to complete his or her job opportunity is created by weak internal control, poor management oversight and or through use of one’s position and authority failure to establish adequate procedures to detect fraudulent activities also increase the opportunity of fraud to occur. Committing fraud that act the internal control unit of the bank can be easily influenced by the management in carrying out their duties. The statutory auditor shall know whether the financial statement have been prepared without any bias and in accordance with the provision of (CAMA) any other structure. The external auditor of the organization must study carefully the terms and letter of engagement before embarking on audit work. After critical study of the engagement letter he should be able to exercise his provisional skill and ability with independence and objectivities informing his report to the creditors and shareholders. Rational of committing fraud in financial institute, there are two aspects to nationalization:  
i. The fraudster must conclude that benefit to be realized from the fraudulent activity out weight the possibility for detection.
ii. The fraudster need to justify the fraud. Justification can be related to job dissatisfaction or perceived entitlement or current intent to make the victim whole sometimes in future or saving one’s family possessions or status. Rationalization is describable by observation of the fraudster’s comment or attitudes.
Rationalization involves a person reconciling his/her behavior with the commonly accepted notion of decency and trust for those who are generally dishonest. It is probably easier to rationalize not easy, fraud – stars have to consume themselves that to defraud is alright with “excuses” for their behavior. Common rationalization includes making up for being under paid for replacing a bonus that would deserve but not received. A thief may convince himself that he is just “borrowing money” from the company and will pay it back later one day. Some embezzle themselves that asset, the other belief that the company deserves to have money stolen because of bad acts against employees. The practical approach such statutory auditing system and unexpected supervision of work by bank inspector should be embarked upon to control the fraudulent activities. It was revealed that it is not a primary assignment of the statutory auditor to detect fraud but to prevent and control fraud in an organization.
2.3 	Theoretical Framework 
2.3.1 	The Policeman Theory
Is an auditor responsibility for discovering fraud like policeman? Think of this idea as the police theory up until the 1940’s, it was widely held that an auditor’s job was to fore us on arithmetical accuracy on preventing and detection of fraud. However, from 1946’s until 19940’s, the turn of the century there was shift of auditing to mean verification of turn and fairness of the financial statement. Recent financial frauds such as those at society, generally Satyam, Ahold Erron, etc has resulted in carefully reconsideration of his theory. These now is an ongoing public debtor on the auditor’s reasonability detection and disclosure of fraud, returning it to the basic perception on which this theory derives.
2.3.2 	Theory of Inspired Confidence
This theory was developed in the late 1920’s by Dutch professor Theudore Limperg in Contrast to the processing theory address both the demand of audit service is direct consequence of the participation of outs ole shareholder (third parties) in the Company. These shareholder demand accountability from the management in return for their contribution to the company since information provided by management night be biased, because of a possible divergence between the interest of management and outsides stakeholder audit of this information is required with regard to level of audit assurance that the auditor should provide the supply sides, Limperg adopts or normative approach the auditor should act in such a way that does not disappoint the examination justifies so given the responsibilities of audit technology, and then the auditor should be enough to meet reasonable public expectation.
2.3.3 	Stakeholder Theory
According to Stephen (2008), it is expressed that stakeholder’s theory is a theory of organization management and business ethic that address moral and value in managing an organization. It originally detailed that management should give due regards to the interest of those group that is the stakeholder. In short, it attempts to address the principle of whom or what really count. It was originally detailed and recommended by Emmanuel Etal (2013). 
In the traditional view of the firm the stakeholder are the owner of the company and the firm has a binding fiduciary duty to put their need first and to increase value for them (Friezmen, 2012). However, the argument of agency theory and policemen theory provides a useful theoretical framework for the study of external auditor function. It propose that agency theory not only helps to explain and predict the existences of auditor by the organization and that agency theory predict how the audit function is likely to be affected by organization change. Therefore, for the purpose of this research, this can benefit the academic, community and auditing profession. This theory on doubt relate to this study as it helps to explain the effect of external auditors activities on fraud prevention in Nigeria Banking Industries where if methodologically applied would help to improve financial performance in organizations in Nigeria.
2.4 	Empirical Review
Mu’azu (2016) Studied Empirical evidence on the relationship between performance measurement of internal audit and function and internal audit effectiveness via the perceptions of internal auditors. The result analysis of the Study reviews the significant positive effective of performance measurement of internal audit function on internal audit effectiveness, which implies that, for organization to sustain the effectiveness of their respective internal auditors, performance measurement must be given due to consideration. Some of the limitation of the Study include: Collecting data from Local Government internal auditor in different organization not necessary the local governments, the research was based on cross sectional and the finding cannot be generalized due to different setting of various organization internal audit department operations in terms of their effectiveness in different countries.
Ndukwe (2016) evaluate the perspectives on the internal audit function, he emphasize the literature on the international internal audit (TIA) definition of internal indicate that internal audit was value adding and its contribution to organizational goal achievement rest on the implied assumption that internal audit is effective. Unquestionably, effective internal audit is beneficial to organizations in accomplishing that goals and objectives. Nonetheless to data, there has been the scant research conducted on IA effectiveness. Prior in research also has the most part focused on developed countries. Accordingly, internal audit appears generally and IA effectiveness specifically to be under research particularly in the content of developing countries. The increasing globalization of the world economy and the adoption of International Monetary Fund (IMF) and Word Bank led economy reforms factor now driving the Surging interest in corporate governance practices in several developing Countries. Therefore, it is important to understand internal audit practice in this environment. Apart from contributing to the literature, Studies on IA in developing Countries could potentially provide a more holistic. Understanding of nature centered and process of internal audit.
Asaola, Adedokun and James (2016) in their study complied only primary data which was obtained through the administration of structured questionnaire. The study was based on how good Governance in public organization can be promoted through Internal Audit Function (IAF). The evidence from the study show that the internal audit system in public organization was not absolutely independent and professional competence of internal audit system was limited due to challenges of insufficient fund to successfully carry out its duties. However, Scope of internal audit work was comprehensive. Examination process was Scientific and Systematic, and management gives adequate support to internal audit process. Thus the effectiveness of internal audit function in public Sector Organizations in the South Western Nigeria is moderate. Abudu, Garba and Samuel (2015), the evidence from their study indicates that the organization independence of internal auditor is in danger. The internal auditor audits are not adequately resources to independently carry out their duties without Unduly Depending on management. They make use of about 429 questionnaires which are from their perceptions; They found out that the evidence search is a different task for internal auditor in the various assembles as they experience high intimidation and familiarities threats. The reporting relationship in the assemblies impairs the organization independence of the internal auditor they report functionally to coordinating directors and this is not the best reporting line. The best ways to report administratively to coordinating directors are functionally to audit committees.
Muny (2015) in the content of his study antecedent of risk based auditing structured questionnaires was employed in collecting his data. The collected questionnaires were thoroughly perused to ensure that only adequately and appropriately filled ones were considered for the study. The primary data was edited and coded before analysis. The study made use of both descriptive and inferential and it was concluded risk base auditing detected risk on time and promoted accountability and transparency due to the existence of internal control system in place. In addition, it facilitated issuing of qualified option to organizations with unreliable statement and helped mitigate the occurrence of risk by enhancing quality financial reporting. Therefore, risk based auditing was concluded as a reliable technique in not only detecting risk in financial Statement but also enhancing corporate governance. Shah (2015) purposely wrote to investigate how the internal audit plays their role in organization to goals. The paper demonstrates that for an organization to achieve its goal, efficient performance as the management objectives are internal audit department is required. Because the management objectives are connected to the organization’s objective and the internal audit objective can also be connected to the organization objective based the theoretical explained relationship of internal audit in organization goals. He developed an explanatory model which shows the role of internal audit in organization goalsachievement in the case of security and exchange commission of Pakistan organization (SECP). The effective internal audit show positive result. i.e Productivity improve growth, development and financial result improve and sales improve which are the ultimate goal of organization. Internal activity could be use as a mechanism of Internal Control Risk Management and Internal Governance. No gap existing between organization goal and internal audit. Finally, it is concluded that internal auditing not only plays positive role in organization goal but also improve organizations effectiveness. 
Muazu and Sti (2014), studies empirical evidence of antecedent of internal audit effectiveness from Nigeria perspective, the result analysis of the study reveals the significant effect of the entire antecedents on the internal audit effectiveness which implies that for local government or other public sector to attain the effectiveness of their internal audit such antecedent need to be given due consideration. The study contribute to internal audit in effectiveness by providing empirical evidence of those antecedent on internal audit effectiveness which previous study has not incorporate such antecedent in examining the internal audit effectiveness.
Jares, Anisio, Joshua and Marcos (2014), the research showed that the internal audit has evolve from simple verifier of act and administrative facts on the watch out for operation abnormally has been construct decades ago to  other duties in wider space of enterprises that include strategies planning of organization. The audit is consolidating itself as one of the pillars of corporate governance by supporting management on decision making. 
Muazu and Siti (2004) wrote on empirical evidence of moderating effect of effective audit committee on audit experience in public sector perception of the internal auditor. Their study provided the empirical evidence of the moderating effect of effective audit committee on the relationship between audit experience and internal audit effectiveness in the public sector using the perception of experience of internal auditor. The data for this study were obtained through a survey questionnaire administered to internal auditor within North West geo-political zone in Nigeria which represents the population of the study. There are 186 local governments in the North West geo-political zones in Nigeria based on the population. The sample size is 127 (Watson, 2001) the correlation analysis of variable under study was subjected to two tail test statistical significant at two different level, significant (P<-0.01) and significant (P<0.05). the result analysis of the study reveals audit effectiveness and the moderating effect of effective audit committee on such relationship which implies that, for public sector organization to attain the effectiveness of their internal audit, such audit experience and effective audit committee need to be given due consideration. 

Odoyo and Omwon (2014) investigate on analysis of the role of internal auditor implementing risk management, a study of state corporation in Kenya. The study found out that the core role of the internal audit in relation to ERM is to provide assurance to the organization about the effectiveness of risk management. When internal auditing extends its activities beyond this core role, it should apply certain safeguard including treating them as counseling service and therefore applying all relevant standard. In this way, internal auditing will provide its independence and the objectivity of the assurance service. Within the constraint, environment resources management (ERM) can help raise the profile and increase effectiveness of internal auditing. The study used person’s product moment co-efficient to know the relationship between the variable. An empirical model was built by applying logistical regression on the determinant of enterprises risk management. 0.05 level of significant indicate a moderately strong positive and significant correlation between role on internal audit and implementation of risk management (r=0.586, p=0.000). the null hypothesis is therefore rejected. For the study, state corporation does not carry out an enterprises wide management risk even though effective risk management is critical in achieving the goal and objective of organization. 
Ebrahim (2014), in his study investigated the role of internal auditor ineffective management control in public sector organization. The findings of the study reveal that effective management can achieve in local government and internal audit (IA) effectiveness does play role in ensuring effective management in public sector, while IA effectiveness does not affect management control in public sector. Since effective management control can be achieve and internal audit play a key role in ensuring effectives management in public sector. There is need for today’s auditors to acquire the requisite technique and skill in computer operation and electronic data processing in order to carry out their work effectively to continually support IA effectiveness. And management should put in a conducive environment for internal auditor to perform their work because of the impact which it has on internal audit effectiveness. Therefore training personnel was as training infrastructure becomes an important ingredient in the successful of internal audit effectiveness in the public sector organization. Head of internal audit unit should be in attendance of top management meeting to be aware of policies affecting organization objective. 
Husan (2013), the survey consist of factor that previously studies considered as audit quality measures. The research adopted questionnaire method as a means of data collecting to examine the main factor affecting auditing quality. The research implements a number of statistical technique and reliability and validity test, frequency analysis, independent sample test, descriptive statistics, correlation matrix, linear regression, and simple regression. The result confirmed the existence of a positive and significant correlation between auditing quality and auditing efficiency, the reputation of auditing office and audit fees, the size of auditing office and the specialty and proficiency of auditor. At the end T-test result indicate that there is no difference in auditing quality between internal and external auditor. The result indicate that efficiency, reputation, fees and specially are the only variable that have a positive and significant effect cost 5% significant level on auditing quality while the other variable seem to have no effect.
Okoye (2011) in his examination of statutory auditing as a means of controlling fraud in banking industries use primary and secondary source of data, 370 questionnaires were administered to staff of 5 selected ministries in Kogi area. Table and simple percentage were used to analyze. The data, the statistical tools used to test hypothesis was analysis of variance (ANOVA), among the finding that the use of statutory auditing to significant reduce the occurrence of fraud in public sector organization. 
Ebimbowu (2011), examine eh effect of statutory auditing services in fraud control. The primary data was collected with the help of a well known structural questionnaire of three sections, administered to twenty-four banks in Port-Harcourt, the capital of Rivers State and the data collected from questionnaires were analyzed with descriptive statistic. Aignmental dickey- full or, ordinary least square and grander canselty. The result reveals that the application of statutory auditing service affect the level of fraudulent activity of bank. Islam , Phaman and Hassan (2011), in their study concentrated on issue relevant to the current state of the application of statutory lending Bangladesh and how they effectively work as a fraud controlling tools. They established that statutory auditing work as a means of fraud control as relevance. To effects for combating fraud and corruption in Bangladesh. They say that statutory auditing now appears as one of the strategic tools for the controlling of fraud in banking industry of all type of corruption. 
Okunbor and Oberetin (2010), used 140 statistical sample respondents of ten companies from five sectors quoted in Nigeria stock exchange using the regression model and descriptive statistics, for the purpose of dada analysis. The result showed that the application of statutory audit by quoted companies in Nigeria is not effective in curbing fraudulent activities. The general consensus was that it had not been effective as reveled by the frequency scores of those who disagree. Gottschak (2010) used a structure questionnaire of 517 potential respondents only 141 responses were completed and used for analysis with the help of descriptive statistics. The result reveals that control is the most important means by which fraud is prevented and controlled. However, some respondents believe that influence is more important in term of excel guidance and other measure.
Muthus (2010) utilized perhaps least square technique a components of structured equation modeling (EEM). A questionnaire was formulated, refined and subsequently used in the pilot study. A list comprising 9,642 large Malaysian companies was generated with data obtained from Inland Revenue Board of Malaysian, the survey was distributed to 20% or 1982 companies that are chosen through random sampling only 305 returned survey were useable. The result was that the present conceptual model confirms both perceive benefit and perceive risk as significant direct antecedent’s attitude. 
Koli (2009) in his study examine statutory auditing in the dimension of public acceptance towards occurrence of fraud detection. In this study, the most emphasized important subject was that the statutory auditing is conducted to improve the understanding in controlling fraud. The author think that it has been parched by audit firm as one of the tools to investigate a company’s financial statement for fraudulent activities as regulated by certain parties. In conclusion, in terms of their study they emphasized that statutory auditing activities such as investigating accounting and litigating support will enrich the organization performance.
Gabriel D. (2010) made an empirical study over expert testimony transparency perception devoted to statutory auditing, lawyers and academicians in the field of accounting. According to the result of the surveys applied by the author up to 85 academicians, 87 statutory auditing and 86 lawyers, while statutory auditing and lawyers have responded differently in all research points, academician and statutory auditing have differentiated in majority as the result.  



CHAPTER THREE
3.1	Introduction
The purpose of this chapter is to enumerate the method used in collecting and analyzing data on the study, there are specific frameworks of controlling data collection on every research work collected. Scientifically, these frameworks are the research objectives.
3.2	Research Design
Descriptive survey research design was used for the study. This is because the way it is carried out and examine the effects of internal auditor on fraud requires description of past events because issue of fraud audits prevention is always difficult to obtain any information.
3.3	Population of the Study
Population can be defined as a total number of people occupying a geographical area or location for a period of time why sampling involve small parts of fraction of population that is subjective to detailed and extensive analysis. In this research work, the population involves the entire department in Nigeria banking industry, Kwara (Wema Bank). The Nigeria Banking Industries, (Wema Bank) is broadly divided into 8 sections namely; administrative section, audit section, account section, public section, store section, passport section, aliens and border Patrol section and anti human trafficking section.
3.4	Sample Size and Sampling Technique
Sampling of the opinion has been drawn using simple random sampling method. The sample size is 100% Random sampling is used because it is the only method that gives the respondent chance of being selected and it is an unbiased technique.
3.5	Sources and Method of Data Collection 
The data used for this study comprised primary data and secondary data. Primary data is gotten from the structural questionnaire based on convenience. A letter requesting participants in case study was sent to general manager, the questionnaire which was later distributed to the staff and customer were return to the researcher. This letter administered by the researcher is to ascertain the number of questionnaire actually returned. The secondary data was getting from textbooks, journals, seminar and workshop paper as well as past projects.
3.6	Instrument for Data Collection					
Questionnaire administration is seen as a check list containing question and perceived responses or choice from which a respondent is expected to pick. The questionnaire can be open ended or close ended questionnaire. But in this study, a close ended questionnaire will be used because it enables us to make a cross comparison or analysis of variables.

3.7	Technique for Data Analysis
Quantitative and descriptive method of data analysis was employed. Three different analytical tools were used in this study and this latest statistic tests student distribution and the test for difference between two means proportion. It is the complement of the level of confidence significance level reflects the possibility of committing a type term 99% and 95% have expected between chosen on our level of confidence and each cases. 
This is obtained by subtracting from them the population mean and standard error calculated table value (student + distribution) while the table value as obtained with the combination of degree of freedom and significant level, the T-test statistic is given as follow: 
T-test statistic: 		X – N
				. SD .
				
Where: 
X = Sample mean 
N = Population mean 
SD = Standard deviation 
n = Total number 
The test for different between two mean, the sum of the product of the evaluated table value and standard error together, the difference between two sample mean given the desired result. The standard error of the difference between two means given by OXL where n1 and n2 = sample size of mean 1 and 2 respectively. 


CHAPTER FOUR
ANALYSIS AND DISCUSSION
4.1	Introduction 
All data collected for this project were property presented analyze in line with the aim and objectives earlier stated in chapter one. The data used in the interpretation of this study were collected through interview as well as question design and administered, these research and secondary source of data.
Information gathered and presented in tabular form and briefly discussed and interpreted according to purpose of academic conveniences, percentages are given as computed, the resources are hereby analyzed and aid interpretation. 
4.2	Respondents Characteristics and Classifications
Table 4.2.1	Gender analysis of the respondents 
	GENDER
	FREQUENCY
	PERCENTAGE %

	Male 
	21
	70%

	Female 
	9
	30%

	Total 
	30
	100%


Source: Research survey, 2025
The response from the table above implies that 70% of the respondents were male while 30% of the respondents were female.  
Table 4.2.2	Age analysis of the respondents 
	AGE
	FREQUENCY
	PERCENTAGE %

	20 – 29 
	6
	20%

	30 – 39 
	17
	56.67%

	40 – 49 
	7
	23.33%

	50 and above 
	0
	0%

	Total 
	30
	100%


Source: Research survey, 2025
From the above , the implication of this is that 20% of the respondents fall between the age of 20 – 29, 56.67% of the respondent fall between the age of 30 – 39, 23.33% of the respondent fall between the age of 40 – 49 and non of the responded fall between the ages of 50 and above. 



Table 4.2.3	Marital Status analysis of the respondents 
	GENDER
	FREQUENCY
	PERCENTAGE %

	Single  
	6
	20%

	Married 
	24
	80%

	Divorced 
	0
	0%

	Widow 
	0
	0%

	Total 
	30
	100%


Source: Research survey, 2025
From the table above by implication, it means that there is neither divorced nor widow but 20% of the staff are single while the remaining 80% are married. 
Table 4.2.4	Analysis of the respondents educational qualifications 
	EDUCATIONAL QUALIFICATION 
	FREQUENCY
	PERCENTAGE %

	GCE/ O’Level 
	0
	0%

	A’Level 
	2
	6.67% 

	OND/Diploma 
	8
	26.67% 

	HND/BSc 
	16
	53.33%

	Professional equalization 
	4
	13.33%

	Total 
	30
	100%


Source: Research survey, 2025
The above table depicts that majority of the respondents were holders of HND/ BSc which constitute 53.33% while 26.67% were OND / Diploma holders, 6.67% were found to be A’ Level holder, 13.33% possessed professional qualification and none of the respondents possessed GCE/ O’Level which implies that most of the respondents have sufficient idea of what the questionnaire entails. 
Table 4.2.5	Management level analysis of  respondents 
	MANAGEMENT LEVEL  
	FREQUENCY
	PERCENTAGE %

	Top level 
	6
	20%

	Middle level 
	14
	46.67% 

	Lower level 
	10
	33.33% 

	Total 
	30
	100%


Source: Research survey, 2025
The above table shows that the large percentage of respondent which is 33.33% formed the lower level management, the largest percentage of the respondent which is 46.67% formed the middle level management while 20% of the respondents are from the top level management. 
Table 4.2.6	The department analysis of the respondents 
	DEPARTMENT   
	FREQUENCY
	PERCENTAGE %

	Production 
	8
	26.67%

	Auditing 
	7
	23.33%

	Personnel 
	4
	13.33%

	Marketing 
	5
	16.67%

	Administration 
	6
	20%

	Total 
	30
	100%


Source: Research survey, 2025
The table above indicates that 26.67% of the respondent comes from the production department, 23.33%, 16.67% and 20% comes from accounting, personnel and administration department respectively. 
Table 4.2.7	Length of service analysis of the respondents 
	LENGTH OF SERVICE 
	FREQUENCY
	PERCENTAGE %

	0 – 5 years 
	8
	26.67%

	6 – 10 years 
	11
	36.67%

	11 – 15 years 
	11
	36.67%

	16 years and above 
	0
	0%

	Total 
	30
	100%


Source: Research survey, 2025
From the above table, 26.67% of the respondent have less than 5 years working experience, 36.67% have working experience of between 6 – 10 years while 36.67% of the total respondent have more than 10 years working experience less than 15 years. 
By implication, this means that the questionnaire can be relied upon because most of the respondents have gained enough experience to understand and know the structure of the organization. 




4.3	Presentation and Analysis of Data 	
Table 4.3.1	Do you have external audit system?  
	RESPONSES 
	FREQUENCY
	PERCENTAGE %

	Yes 
	30
	100%

	Neutral 
	0
	0%

	No 
	0
	0%

	Total 
	30
	100%


Source: Research survey, 2025
From the above table, 30 respondents which represent 100% were all agreed that external audit is being adopted in the organization (i.e interim audit is the best among the other option in organization).
Table 4.3.2	Is the type of external audit system adopted by your organization effective?  
	RESPONSES 
	FREQUENCY
	PERCENTAGE %

	Yes 
	10
	25%

	Neutral 
	0
	0%

	No 
	20
	75%

	Total 
	30
	100%


Source: Research survey, 2025
From the above table, it evident that 10 of the respondents with 25% agree that the type of external audit system adopted by the organization is 25% effective while 20 of the respondents with 75% disagree that the type of external audit system adopted by the organization is 75% effective which can be obviously seen that the option with highest figure (i.e 75%) shows that the external audit system is well effective to the organization. 
Table 4.3.3	Is there a reliable and effective external audit department to the external auditors?  
	RESPONSES 
	FREQUENCY
	PERCENTAGE %

	Yes 
	2
	50%

	Neutral 
	7
	17.5%

	No 
	21
	77.5%

	Total 
	30
	100%


Source: Research survey, 2025
From the above table, 2 respondents with 5% agree that the external audit department reduced fraud and mismanagement of the organization 50%, while 7 respondents representing 17.5% are neutral that external audit department reduces fraud and mismanagement at the rate of 60% and 21 respondents with 77.5% disagreed that the external audit department reduces fraud and mismanagement at the rate of 80%. The obviously claiming with the highest percentage among other option that external audit department has been lopping the area of reduces management. 
Table 4.3.4	Does external audit play significant role in preventing fraud in your examination?  
	RESPONSES 
	FREQUENCY
	PERCENTAGE %

	Yes 
	20
	66.7%

	Neutral 
	10
	33.3%

	No 
	0
	0%

	Total 
	30
	100%


Source: Research survey, 2025
From the above table, 20 respondents with 66.7% agree that the external audit play a significant role in preventing fraud in your organization, while 10 respondent responses with 33.3% are neutral that external audit play a significant role in your organization. 
4.4	Analysis of Other Data
This study is concerned mainly with effect on external auditors activities on fraud prevention in Nigeria banking industry.  
	Research statement 
	Distribution of responses  
	Statistical responses
	Interferential statistic 

	
	yes
	no
	1
	population
	Sample
	SD
	CAL
	TAB

	
	
	
	
	Mean
	
	
	
	

	
	3
	2
	2
	N
	X
	
	
	

	Does external auditor play a significant role in fraud prevention
	

20
	

10
	

0
	

30
	

13.33
	

10.91
	

-8.27
	

1.697


Source: Research survey, 2025 





4.5	Test of Hypotheses						
	X
	F
	FX
	X – x 
	(X – x)2
	F(X – x)2

	3
	20
	60
	-10.33
	-106.71
	2.134

	2
	10
	20
	-11.33
	-128.4
	1.284

	1
	0
	0
	-12.33
	-152
	0

	
	
	
	
	-387.11
	3.570


Variance 	=	3570	=	119
			30
Standard deviation 	=	   = 10.91
Since the calculated is outside the range of ±1.697, this means that the null hypothesis should be rejected thereby lending of the acceptance of the alternative. This means that:
i. External audit system is effective in banking industry
ii. External audit plays a significant role in preventing fraud in banking industry.
iii. Banking industry is tackling problem of external audit system
4.6	Summary of Findings							
It is the complement of the level of confidence significant level to reflect the possibility of committing a type of term. 99% have represented been chosen on our level of confidence in each cases. 
This is obtained by subtracting from them the population means and standard error calculated table value (student + distribution) while the table value as obtain with the combination of degree of freedom and significant level. 


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	Summary 
External audit section plays a very vital role in the overall activities of any organization. Government would have found it difficult to ascertain the efficiency and standard of other section in any organization without operation of the external audit department. Moreover, external audit section in any organization is essential in the management of government resources and also for accountability in any organization. It is worth mentioning that the degree of operational effectiveness and efficiency can be greatly increased in the organization by having a well equipped external auditor department. The researcher affirmed at this juncture that effect of external auditor activities on fraud prevention in Banking Industry in Nigeria is essential.
5.2	Conclusion 
External audit section is very essential in any organization. Its duties cannot be over emphasized because it performs a very sensitive role in the overall activities in any organization. All organization should endeavour to adhere to any information given by their audit section so as to have efficient and effective running of the organization. The effectiveness of external audit as an aid to management efficiency of an enterprise is seen to be positively present thereby indicating a high degree of external control. 
Based on the research finding, it is concluded that in the modern business environment, external auditing is crucial to the success of the business as seen in the case study. 
Finally, it is a fact that nowadays, external auditing in enterprise has taken on increase importance in today’s business by assisting management in educating control and operation. The challenges is to identify and meet management expectation, hence, external audit is a reliable to the survival and success of any public organization. 
Okoye (2011) in his examination of statutory auditing as a means of controlling fraud in banking industry used primary and secondary source of data, 370 questionnaire were administered to staff of 5 selected ministry in Kogi State. 
Okumbor and Obarein (2010) used 140 statistical sample respondents of ten companies from five sectors quoted in Nigeria stock exchange using the simple regression model and descriptive statistic for purpose of the data analysis. 



5.3	Recommendations 
On the basis of my findings, the following recommendations are therefore made: 
a. All audit section in the public enterprise should be equipped with experience staff also information given by the external audit section of any organization should be taken into consideration. 
b. External audit section by WEMA Bank Plc, Ilorin, Kwara State should be equipped with modern working facilities like computer system, fax machine etc, so as to facilitate the efficiency of it operation. 
c. Recruitment of staff must be painstakingly done and reference forms must be critically scrutinized. All detail satisfactory betted for the right caliber of staff to be employed. This is very important that the only effectiveness check of external fraud is integrity of the staff.
5.4 	Frontiers for further research 
The future research should focus on the effect of external auditors activities on fraud prevention in manufacturing industries, rather than banking industries.  
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