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CHAPTER ONE
INTRODUCTION
1.1. Background to The Study

According to Golden, Skalak and Clayton (2016), fraud is a feature of every organized culture in the world. It affects many organizations, regardless of size, location, or industry. Amahalu, Ezechukwu and Obi (2017); and Enofe, Olorunnuho and Okporua (2016) also confirm that the situation is not much different in Nigeria where they noted the alarming increase in the frauds and fraudulent practices both in public and private organizations. Fraud has been blamed for the failure a good number of businesses organizations causing hardship for the firms stakeholders. In such cases, investors lose their investments, jobs are lost and investors become jittery about committing funds in other viable business as they become overly cautious.
Enofe, Ochuwa, Henrietta and Nosareimen (2017), maintains that the increase gesture of fraud in the Nigerian public sector is causing a lot of confusion. This is because fraud has entered into almost every aspect of the Nigerian public sector. Modugu and Anyaduba (2013) affirm that the inability of auditor to detect, prevent, or reduce modern frauds such as money laundering security fraud, contract disparate, embezzlement and other financial crimes has put a lot of pressure on the professional accountant and legal practitioners in finding better ways of revealing fraud in corporate organizations. In addition, the priority of the Nigerian president (Buhari) led administration since 2015 was the fight against corruption so as to drastically reduce the cases of
financial malpractice. Many arrests related to corruption cases have been made; however, the number of prosecution cannot be seen in the same manner. The recent major financial scandals that happened in year 2020 are the one that occurred in Niger Delta Development Commission (NDDC), over N2.6 billion school feeding scandals in Federal Government schools, Ministry of education scandal and the one done by the Economic and Financial Crimes Commission (EFCC) chairman himself which resulted in kicking him out of the office (The Punch, 2020). It has thus, become relevant to fortify the practice of forensic accounting which is one of the efforts that can be used for the detection and prevention in both corporate organizations and public sector organizations. This is due to the fact that private sector auditors may not have the essential
knowledge required in detecting, preventing or reducing fraud in Nigeria.
Numerous research effort has been made in assessing the importance of the services of forensic accountants to business organizations especially in improving the quality of financial statements and uncovering fraud. However, most of these research efforts have been focused on the fraud and forensic accounting activities in companies and other financial institutions. This study has identified this lacuna in forensic accounting research especially in the manufacturing sector where very little research has been done on the subject matter.
1.2	Statement of the problem
	The demand for forensic audit service has been on the forefront as a result of increasing fraudulent practices in business around the World in recent time. The fraud scandals that are most often quoted which almost swallow the corporate World were cases of Enron, Arthur Anderson and world-com. These cases actually bid bare the urgent need for forensic auditing. Frequent fraud cases in Nigerian manufacturing sector makes the integrity of the employees, management, internal auditor and even the external auditors of companies questionable and also gives rise to absolute loss of customers’ confidence in banking, such widespread of fraud in the manufacturing sector have made traditional auditing and investigation ineffective and inefficient in the detection, prevention and reduction of fraud confronting it. However, existing laws have been evoked to show that fraud detection is not the scope of the internal auditors’ duties rather he is saddled with the responsibility of providing an assurance on the financial statement prepared by the management.
1.3	Objectives of the study 
1. To evaluate the necessity of forensic audit in ensuring corporate governance in manufacturing system.
2. To ascertain whether forensic accounting is an effective tool for addressing financial crimes in Nigerian manufacturing system.
3. To examine the effect of forensic auditing on the internal control system of Manufacturing sector in Nigeria
4. To examine the effect of forensic auditing on the cash management system of Manufacturing sector in Nigeria.
1.4 Research Questions
1. Is there necessity of forensic audit in ensuring corporate governance in manufacturing system?
2. Is forensic accounting an effective tool for addressing financial crimes in Nigerian manufacturing system?
3. Does forensic auditing have effect on the internal control system of Manufacturing sector in Nigeria?
4. Does forensic auditing have effect on the cash management system of Manufacturing sector in Nigeria?
1.5 Research Hypotheses
Ho1:	There is no necessity of forensic audit in ensuring corporate governance in manufacturing system.
Ho2:	Forensic accounting is not an effective tool for addressing financial crimes in Nigerian manufacturing system.
Ho3:	Forensic auditing does not have effect on the internal control system of Manufacturing sector in Nigeria
Ho4:	Forensic auditing does not have effect on the cash management system of Manufacturing sector in Nigeria.
1.6	Significance of The Study
The study intends to prove a means of ensuring that fraud cases are curbed or reduced to a minimum in the Nigerian Sector through the creation of awareness the research topic. The significance of the study includes:
1. It is important to the economy because it helps to reduce economic loss suffered by the companies and their customer when there is a case of fraud.
2. It is important to school because findings on this topic will be a cornerstone and a guide for future researchers, what is other student.
3. It is important to shareholders because they place their financial statement knowing that there is a system of forensic accounting in existence.
4. It is important to other companies because it serves as a basis of assessment of the companies to maintain integrity of banking transaction and financial statements.
5.   It is important to auditors because if serves as a basis of expressing an opinion to them with a reasonable level of dependence considering the technicality of forensic investigations.
1.7	Scope Of The Study
In the light of broad coverage, the researcher focuses on the impact of forensic audit on the prevention and detection of fraud in manufacturing industry using BUA Nigeria Limited as the case study. The scope of the research therefore, covers a period of 2023 to 2025.
1.8	Limitation And Solutions Of The Study
1. Finance: this was a key limiting factor, as money was needed for several things to be done for the success of this project work ranging from transport cost, photocopying and material cost.
2. Bank Protocols: The case study in the research work had certain procedures and organization culture they were not research friendly and were meant to be crossed for the success of this research work.
3. Peculiarity of the study: being a slightly new innovation in accounting that is generally gaining approval in Nigeria. It was a bit acquiring enough review and research materials.
4. Time: considering the time allotted for the submission and fence of the project, the researcher faced a little constraints, as a close observation of the subject matter was needed.
The study limitation was the ability of management to divulge certain information which they consider sensitive and fear of publication which might be determinant to their operation
Distance and its attendant cost of travel in order to obtain information. Another limitation to the study is short time factor which did not give time for through research work, hence gathering adequate information becomes very difficult.
Finally, lack of materials on the topic. This is new in the area of forensic accounting for selection and prevention of fraud in Nigeria. Therefore, the researcher revolved to seek friendly approach in order to obtain from the organization under study through the administration of the questionnaire.
1.9	Operational Definitions Of Terms
1. Investigative Accounting: This field uses accounting principle to solve crime or to spot risky financial practices. A typical investigative accounting would be an investigation of employee theft
2. Forensic Accounting: this is an accounting analysis that can uncover possible fraud. Forensic technique allows a business to figure out if an employee has committed or of a company herded out illegal kickback and is table for presentation in court.
3. Forensic Audit: this is an examination of evidence regarding an assertion to determine its corresponding to establish criteria carried out in a manner suitable to the court.
4. Forensic Investigation: this is the utilization of specialized investigation skills in company out an injury conducted in such a manner that the outcome will have application to court of law.
5. Fraud Albert (2003): defined as a representation a material fact which is false and is intentionally or declassing which is believed as acted open by their victims to their victim’s damages.
6. Forensic and investigation accounting: this is the use of forensic technique (laws and principles) which is suitable to use in a court of law which allows a business to figure out is an employee liar committed a crime if fraud has been committed ot it’s a company handed an illegal kick backs.


CHAPTER TWO
LITERATURE REVIEW
2.0	INTRODUCTION
This chapter discusses the various theories and studies and published relating to the input of forensic audit on the prevention and detection. The literature review guides the researcher and help set a suitable methodology for the study. In Nigeria, manufacturing sector, it is evident that fraudulent activities in the bank have a negative impact on the bank including collapsing of some bank like Afri bank. Due to this there should be a mechanism to enhance the detection of fraudulent activities and reduce their occurrence through the application of forensic audit services.
2.1	CONCEPTUAL FRAMEWORK
Forensic science, as a discipline, dates back to ancient times but has only recently gained significant attention in its application to modern-day issues. The term forensic refers to the application of scientific knowledge to legal problems, specifically those that are applicable in court. According to Webster’s Dictionary, forensic is "belonging to, used in, or suitable for a court of jurisdiction or for public discussions and debate."
In the manufacturing sector, forensic auditing is defined as a specialized investigation that utilizes scientific methods and accounting expertise to uncover and resolve financial discrepancies, fraud, and other forms of misconduct. Enofe Omagbon and Ehigiator (2015) describe forensic auditing as an investigative process that combines auditing, criminology, litigation, and financial expertise to detect and prevent fraud in organizations. As fraudulent activities increase globally, both in businesses and government sectors, the need for forensic auditing has become more critical. Fraudulent behavior is becoming increasingly complex, necessitating the inclusion of forensic audits in investigations and legal proceedings (Njanike, Dube, Mashayanye, 2009). Some of the most notorious fraud scandals—like those involving Enron, Arthur Andersen, and WorldCom—have highlighted the essential role of forensic auditors in safeguarding the integrity of corporate operations.
In the manufacturing sector, fraud poses a significant risk, particularly given the size, complexity, and multiple layers of operations in manufacturing organizations. Forensic auditing, alongside traditional auditing, has become a critical tool to detect, investigate, and prosecute fraud within these organizations. A forensic audit can uncover financial discrepancies, misappropriation of resources, and corporate crimes that may otherwise go undetected in routine financial audits.
2.1.1	Forensic Audit and Its Role in Manufacturing
The term forensic audit is often used interchangeably with forensic accounting. According to Arokiasamy and Cristal (2009), forensic auditing involves applying financial skills and investigative abilities within a legal framework to examine disputed or suspicious issues, especially in cases of fraud. Linquistn and Bologna (1987) further emphasize that forensic accounting is a unique discipline that combines knowledge of fraud detection, business realities, and legal systems.
In Nigeria, the Institute of Forensic Accountants (IEA) defines forensic auditing as an area of accounting that involves engagement with disputes or potential litigation. It includes activities such as gathering, verifying, analyzing, and reporting data in the context of legal or financial disputes (Mohd Mazni, 2008). Forensic auditors are trained to use specialized skills to investigate financial crimes, ensuring that their findings can be admissible in a court of law (Albrecht & Albrecht, 2001; Messier, 2000). Forensic auditors work across various sectors, including manufacturing, to identify fraudulent practices such as misreporting, asset misappropriation, and financial manipulation.
Forensic audits have become increasingly essential in the manufacturing sector due to the rise in financial crimes such as embezzlement, procurement fraud, and financial misreporting. As Akenbor and Ironkwe (2014) argue, the ongoing problem of fraud necessitates the adoption of forensic audits as an effective tool to detect, reduce, and prevent fraudulent activities.
2.1.2	Fraud in the Manufacturing Sector
Fraud in the manufacturing sector encompasses a wide range of illegal activities, including asset misappropriation, bribery, corruption, and falsification of financial statements. Okoye et al. (2017) define fraud as the use of dishonest means to gain an unjust advantage, often at the expense of another party. In manufacturing companies, fraudulent activities can range from employees inflating invoices or falsifying production reports to management colluding with external suppliers to overcharge for goods or services.
Once fraud is discovered within an organization, the initial response is often, "How could this have happened?" If audited financial statements were issued, the question arises as to whose responsibility it was to detect and prevent fraud. The growing costs associated with fraud are of major concern to manufacturing companies, as they can lead to significant financial losses and reputational damage.
Forensic auditing plays a critical role in detecting and investigating such fraudulent activities. Key areas of forensic auditing in the manufacturing sector include:
Economic Crime Awareness: Forensic audits often begin with an awareness program to highlight potential risks and the need for fraud prevention strategies within manufacturing organizations.
Criminal Justice System Review: A forensic audit may also involve evaluating the criminal justice system's effectiveness in addressing economic crimes within manufacturing firms, identifying gaps and deficiencies in internal controls.
Risk Assessment and Policy Development: Developing policies and guidelines, including risk assessment models for auditing and other purposes, is another important aspect of forensic auditing.
Methods used by forensic auditors, such as the net worth method, are essential tools for detecting financial crimes like money laundering and fraud. This technique uses financial analysis to determine the increase in an individual's wealth, which can reveal discrepancies between legitimate income and illicit financial activities (Modugu & Anyaduba, 2013). In addition, transaction monitoring, using tools like Anti-Money Laundering (AML) software, can help identify suspicious activities such as overcharging, over-invoicing, and fictitious billing.
2.1.3	Measuring Fraud in Manufacturing Organizations
To measure fraud, forensic auditors look at factors such as expected losses and total amounts lost to fraud, the frequency of fraud occurrences, and employee involvement in fraudulent activities. Expected loss refers to the potential value of all losses, calculated by multiplying the likelihood of each loss event (Enofe et al., 2015). In the context of manufacturing, this may arise from fraudulent activities related to the procurement process or internal misappropriations.
The occurrence and frequency of fraud in manufacturing organizations are increasing, especially as technology advances, making it easier for employees and external parties to engage in sophisticated fraudulent schemes. The growing complexity of fraud, combined with a lack of effective internal controls, makes detection and prevention more challenging.
According to Onodi, Okafor, and Onyali (2015), forensic investigative skills are essential for uncovering, preventing, and establishing fraud within manufacturing companies. A robust internal control system plays a significant role in minimizing fraud risk, but even with the best systems in place, the risk of employee fraud cannot be eliminated entirely. Instead, it can be reduced through the consistent application of effective forensic audit procedures.
2.1.4	Preventing and Detecting Fraud in the Manufacturing Sector
Preventing fraud is always more effective than trying to cure its effects. The Association of Certified Fraud Examiners (ACFE, 2014) defines occupational fraud as any act where an employee uses their position for the deliberate misuse or misappropriation of the company’s assets. Examples include employee embezzlement, vendor fraud, and customer fraud. Vendor fraud typically involves overcharging for goods, providing inferior goods, or failing to deliver goods despite receiving payment.
Managing fraud risk in manufacturing companies requires the implementation of strong internal controls, including policies, procedures, and regular audits. These internal controls help to prevent fraud, detect it early, and deter employees and third parties from committing fraudulent activities. However, for internal controls to be effective, they must be supported by senior management and consistently enforced across the organization.
As fraud risk cannot be entirely eliminated, companies must also invest in continuous review and improvement of their internal control systems. The success of these controls depends on their visibility, integration into day-to-day operations, and employee accountability. In addition, it is critical to review and adjust the systems regularly to address emerging risks. In conclusion, forensic auditing has become an indispensable tool for combating fraud in the manufacturing sector. While employee fraud and financial crimes cannot be completely eradicated, forensic auditing offers a proactive approach to detect, prevent, and resolve such issues, ensuring that manufacturing companies can maintain financial integrity and safeguard their operations against fraud. By adopting and continuously improving forensic audit practices, manufacturing firms can mitigate the risks posed by fraud, ensuring long-term sustainability and corporate health.
2.3	THEORETICAL FRAMEWORK
The fraud Diamond Theory was adopted in this study because it is the theory that deals with the capacity or trait of person(s) or staff with the requisite skills to implement the detail of fraud in an organization. Hence, the most appropriate theory for this study. This theory is explained below:
2.3.1	Fraud Diamond theory
The Fraud Diamond theory (FDT) which is and extended version of the fraud Triangle theory was propounded by Wolf and Hermanson in 2004.  Wolf and Hermanson (2004), introduced the fraud diamond model adds fourth variable “capability” to the three factors theory of fraud triangle propounded by Donald Cressey in 1950 which is pressure opportunity and rationalization alone cannot lead to fraud except the person/employee has the capacity to commit that fraud. The opined that opportunity opens the doorway to fraud, and that pressure and rationalization can draw a person towards fraud. It therefore shows that, for fraud to occur in any organization, including the companies these three element must first be present, pressure, which is a significant financial nee or problem is frequently that cause the act of fraud. Opportunity facilitates the ability to commit fraud, while rationalization connotes the justification of the fraud as consistent with the employees’/ fraudsters’ personal code of ethic (Okoye et al, 2017). 
However, Wolf and Hermanson (2004) opined that for fraud to be committed, the person must have the capacity to recognize the open doorway as an opportunity and take advantage of it by walking through it (Okoye et, al 2017) . Capacity is the possession of relevant traits or skill and ability to turn such opportunity to a reality. Hence, capacity connotes understanding of the internal control system and lapses that could be exploited in planning and implementation of the fraud. Wolf and Hermanson believed that many frauds would not have occurred without the right person with right capabilities implementing the details of the fraud. They also suggested four observation traits for committing fraud as:
i. Authoritative position in the organization
ii. Capacity to understand and exploit the organization’s system of accounting and internal control
iii. Confidence that they will not be detected or if caught they will get out of it easily; and 
iv. Capacity to deal with the stress created within and otherwise be a good person when he or she commits bad act.
With the additional elements presented in the fraud diamond theory affecting individuals’ decision to commit fraud, the organization and auditors need to better understand employees’ individual trait and abilities in order to assess the risk of fraudulent behaviours. In addition, better systems of check and balances should be implemented and monitored to proactively minimize risk and losses resulting from fraudulent activities in the work place. It is therefore, pertinent to note that for the capability of those who engaged in fraud and prevented the services of a trained and experienced investigator like the forensic auditors is required to forestall incidences of fraud in the Nigerian Manufacturing sector.
2.3.2	Agency Theory 
Agency theory and the internal audit as propounded by Adams (1994) is one of the theoretical framework that guided this study. Agency theory is extensively employed in the accounting literature to explain and predict the appointment and performance of external auditors and financial consultants. He argued that, agency theory also provides a useful theoretical framework for the study of internal auditing function. He also proposed that agency theory not only helps to explain and predict the existence of internal audit but that is also helps to explain the role and responsibilities assigned to internal auditors by the organization and that agency theory predicts how the internal audit function is likely to be affected by organizational change. He concludes that agency theory provides a basis for rich research, which can benefit both the academic community and internal auditing profession. This theory no doubt relates to this study as it helps to explain the role and responsibilities of internal auditors which if methodically applied would help to improve financial performance in tertiary institutions in Nigeria. 
According to Anderson, Francis & Stokes (1993), Agency theory describes firms as necessary structures to maintain contracts, and through firms, it is possible to exercise control which minimizes opportunistic behaviour of agents. In order to harmonize the interest of the agent and the principal, a comprehensive contract is written to address the interest of both the agent and the principal; they further explain that the relationship is further strengthened by the principal employing an expert to monitor the agent.

2.3.3	White Collar Crime Theory
	Sutherland (1949) as cited in Michael (2004) happened to be the first to formulate the theory. Sutherland originally presented his theory in an address the American Sociological Society in an attempt to study two fields, crime and high society which had no previous empirical correlation. He defined his idea as crime committed by a person respectable and of high social status in the course of his occupation. He noted that in his time, less than two percent of the persons committed to prison in a year belong to upper class. His goal was to prove a relation between money, social status and the likelihood of going to jail for a white-collar crime, compared to more visible, typical crimes, those who engaged in these atrocities the services of a trained and experienced investigator like the forensic auditor was required to forestall the occurrence of such fraud.

2.4	EMPIRICAL REVIEW
Many researchers have attempted to examine the effect of forensic auditing on fraud detection, for example, Madumere and Onumah, (2013) examined the effect of forensic accounting on corporate fraud and performance outcome in the Nigerian manufacturing sector. Using a match sample of 306 manufacturing firms registered with the Manufacturing Association of Nigeria (MAN). Three hypotheses proposed and tested and the findings revealed that corporate fraud is on the increase in this sector of the economy, and the reason is that most managers want to be independent at the expense of their employers. That most managers incorporate firms that supply goods to their company at very high prices thereby increasing cost of production. 
Aduwo, (2016) conceptually review the impact of forensic accounting toward utilizing professional judgments, accounting skills, auditing and law procedures to fight the dreaded disease of corporate liquidation and the paper concluded that forensic auditing can go a long way to influence financial scandals in corporate organization.
Eyisi and Ezuwore (2014) on their paper considered the roles of forensic auditors in combating fraudulent activities, distinction of forensic auditor and statutory auditor, characteristic of forensic auditor and impact of forensic auditor on corporate governance. The paper concludes that forensic auditors having improved management accountability, strengthened external auditor’s  independence and assisting audit committee members in carrying out their oversight function by providing them assurance on internal audit report have impacted positively to  corporate  governance, thereby reducing corporate failure and impoverishment of investors.
Kosmas et al (2009) investigated the effectiveness of forensic auditing in detecting and preventing bank frauds in Harare, Zimbabwe. The study employed questionnaires, personal interview and documentary review to obtain information from respondents in thirteen commercial companies, four building societies, and four audit firms. The study revealed that forensic  auditing  department lacked material resources and technical know- how. As well that forensic auditing is confronted  with interference from management and the profession has no clear recognition.
In the current empirical study, Modugu and Anyaduba (2013) examined forensic accounting and financial fraud in Nigeria. The study employed survey design in a sample size of 143 consisting of accountants, management staff, practicing auditors and stakeholders. The authors employed binomial test for data analysis and found that there is significance agreement amongst stakeholder on the effectiveness of forensic accounting in fraud control, financial reporting and internal control quality.
Okunbor and Obaretin (2010) examined the effectiveness of the application of forensic accounting services in Nigerian corporate organization in a sample of ten companies quoted in the Nigerian Stock Exchange by employing simple regression model for the test of hypothesis. The study revealed that the application of forensic accounting services by corporate organization in Nigeria is not effective in determine fraudulent activities.
Onuorah and Ebimobowei (2011) employed survey design to examine the effect of forensic accounting services in fraud detection in Nigeria companies by the use of Augmented Dickey- fuller, ordinary least square and Granger Causality test. The result revealed that the  application  of  forensic accounting services affect the level of fraudulent activities of companies.
Adegbite and Fakile (2012) employed Chi- square and statistics package for social science to empirically evaluate forensic accounting as antidote to economic and financial crime in Nigeria. They tested four hypotheses. The study revealed that forensic accounting is a financial strategy to curb and resolve economic and financial crimes in Nigerian economy.
Okoye and Gbegi (2013) employed simple mean and standard deviation to investigate forensic accountants to planning management fraud risk detection procedures. They also used multivariate analysis of variance and analysis of variance ANOVA to compare their study with that of Asare   and Wright (2004). The authors found that forensic accountants effectively modify the extent and nature of audit test when the risk of management fraud is high. They also found that forensic accountant should be involved in the risk of management fraud assessment process than consulting them.
Bressler (2011) studied the perception of attorney and judges in the court system as to what might enhance understanding of the role of forensic accountants in fraud investigation. The researcher employed conceptual analysis and found that forensic accountants must be well trained in the rules of evidence, financial data, accounting information system, software and communication skills.
Enofe, Utomwen and Danjuma (2015) examine the role of forensic accounting in curbing financial crimes. The study adopts a survey research design. The population of the study comprises of staffs of selected companies. Primary data was used for the purpose of this research. This research work employed the use of structured questionnaire in eliciting the required data needed to test the formulated hypotheses. Regression analysis was utilized as the method of data analysis and the results will be used in testing the hypotheses specified in the study. The study reveals that there is need for forensic accountants in the Nigerian manufacturing system, Forensic accounting is an effective tool for addressing financial crimes in the banking.
Imoniana, Antunes and Formigoni (2013) aimed at analyzing the characteristics of forensic accounting services performed by accounting firms in Brazil, using an exploratory approach. Their findings  conclude that the idea that frauds have been least detected by auditors begins to gain   shape as auditors are more adequately trained to detect frauds instead of emphasizing  the  traditional segregation of duties and safeguard of assets.
Many researchers have attempted to examine the effect of forensic auditing on fraud detection, for example, Madumere and Onumah, (2013) revealed that corporate fraud is on the increase in this sector of the economy, and the reason is that most managers want to be independent at the expense of their employers. Aduwo, (2016) concluded that forensic auditing can go a long way to influence financial scandals in corporate organization. Modugu and Anyaduba (2013) found that there is significance agreement amongst stakeholder on the effectiveness of forensic accounting in fraud control, financial reporting and internal control quality. Okunbor and Obaretin (2010) showed that the application of forensic accounting services by corporate organization in Nigeria is not effective in determine fraudulent activities. Onuorah and Ebimobowei  (2011) revealed that the application   of forensic accounting services affect the level of fraudulent activities of  companies.  Adegbie  and Fakile (2012) revealed that forensic accounting is a financial strategy to curb and resolve economic and financial crimes in Nigerian economy. Okoye and Gbegi (2013) authors found that forensic accountants effectively modify the extent and nature of audit test when the risk of management  fraud is high. Bressler (2011) found that forensic accountants must be well trained in the rules of evidence, financial data, accounting information system, and software and communication skills.
Enofe, Utomwen and Danjuma (2015) reveals that there is a need for forensic accountants in the Nigerian manufacturing system, Forensic accounting is  an  effective tool  for addressing financial crimes in the manufacturing system and finally that Conventional accounting techniques are not effective in curbing financial crimes. Imoniana, Antunes and Formigoni (2013) conclude that the idea that  frauds have been least detected by auditors begins to gain shape as auditors are more adequately trained to detect frauds instead of emphasizing the traditional segregation of duties and safeguard of assets. Most of these studies have explored forensic accounting to an extent but there is need to examine the extent of forensic auditor in combating fraudulent activities in order to impact on corporate governance of Nigerian corporate organizations. Other, instance of corporate financial fraud could be drawn from recent bank failure in Nigeria where management has  fraudulently  given loans without board approval and yet such bank annual report has  been unqualified.  From  the above it could be said that the external auditors have continued to certify fraudulent financial statement as unqualified audit report thus, leads to detriment of investors and most times corporate collapse and economic crisis.


CHAPTER THREE
3.0	METHODOLODY
3.1	Area Of Study
This chapter discusses the methods that were applied by the researcher in carrying out the study. it specifically outline the following: Design study, source of data, population of the study, sample size and technique, research instrument, method of data analysis, model specification
3.2	Research Design
	The study involves survey research. The reason for this is that it involves investigation of opinion of large  numbers of people and it involves inference drawn from such investigation. The study covered First Bank of Nigeria Plc. The bank was chosen since the research is survey designs that needs people’s opinion. The researcher choose these areas for easy accessibility in order to administer questionnaire of the respondents.
3.3	Sources Of Data
	In conducting the research study, the required data were gathered from both primary and secondary data sources. The information required helped the research to achieve the set objectives.
3.3.1	Primary Data
	During the research, primary data were used to obtain from the sample element relevant information concerning the whole people under the study. The technique used was questionnaire. It addressed to the selected customers under the study and contained both close-ended and open-ended questions.
3.3.2	Secondary data
	The sources of secondary data for this study were the main library of Kwara State Polytechnic, Ilorin and the documents from Nigerian Financial Institutions mainly First Bank. Extensive study and review of published and unpublished document, reports journal, magazines and policy reports relevant to the study was done.
3.4	Population Of The Study
	The population for the study consists of 11 Commercial Companies (First bank, Eco Bank, UBA, Fidelity Bank, Access Bank, Zenith Bank, FCMB, GTBank, Skye Bank, Sterling Bank and Diamond Bank) operating in Ilorin metropolis. The element of the population consists of 5 key officials in each bank, namely the head of operations, resident internal control officials, funds transfer officials and cash officials. The total number of the entire officials is 55.
3.5	Sample Size And Technique
	The whole 25 Manufacturing sector were also selected as the sample size but with First bank of Nigeria as the area of study. data used for this study were obtained using a well structured questionnaire from a sample size of 48 respondents selected from the 25 Manufacturing sector branches in Ilorin. The data was analysed using Ordinary Least Square (OLS) regression technique.
3.6	Research Instruments
	After the process of data collection, the data were analyzed by arranging and organizing the property so as to be easily interpreted. To analyze data, the researcher used editing, coding and tabulation.
3.6.1	Editing
	The ultimate purpose of editing was to discover or to monitor the accuracy and to detect gaps and other weakness in the data collection method. Here, the researcher will sure that all the questionnaires were fully answered and returned to him. Maximum care will be taken in the process of sorting out the unnecessary information so as not to distort the message from the respondents.
3.6.2	Tabulation
	Tables with corresponding calculation were used to indicate the frequency of particular answers.  Percentage also is used to express the data in a ratio form. For making the data easily and clearly understood, each table was followed by small explanation of the nature of relationship indicated in the table.
3.7	Method Of Data Analysis
	Data collected for the study were analyzed using five point like scales. The three hypotheses formulated for the study were tested with the aid of Statistical Package for Social Science (SPSS) version 20.0 software package.
3.8	Model Specification
	The study looked at Bank fraud (BKFD) as a function of Forensic Audit (FAD) is proxied by Bank Fraud Detection (BFD) and Bank Fraud Prevention (BFP). The function is represented by:
The above function can further represented as:
BKFD = Bo + B, BFD + B2BFP + Ut
Where:
BKFD	= 	Bank Fraud
BFD	=	Bank Fraud Detection
BFP	=	Bank Fraud Prevention
Ut	=	Error term
Bo	=	B2 = regression co-efficient of the model used.

CHAPTER FOUR
PRESENTATION, ANALYSIS AND INTERPRETATION OF DATA
4.1	Data Presentation and Analysis
The researcher used the percentage technique in the analysis of data. In this technique percentage and tables were used. Here, the responses to each question from the total number of questionnaire answered correctly. This will be analyzed below.
4.2	Demographical Characteristics of respondents
Table 1: Sex Distribution
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE

	Male
	35
	70

	Female
	15
	30

	Total
	50
	100


Sources: Field survey 2025.
It can be clearly seen from the above table that out of 50 respondents 35 respondents were male which represent 70% and the remaining 15 respondents which represent 30% are female. This indicates that there are male employees than the female in the organization.
Table 2: Marital status Distribution
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE%

	Married
	10
	20

	Single
	35
	70

	Widow
	-
	-

	Divorced
	5
	10

	Total
	50
	100


Sources: Field survey 2025.
It is seen clearly here that 10 respondents representing 20% were single, 35 respondent representing 70% were married while the remain 5 respondent representing 10% were divorced and non of the respondent is widow.
Table 3: Age distribution
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE%

	Below 18 Years
	10
	20

	18-25 Years
	25
	50

	26-33 Years
	10
	20

	34 Years & Above
	5
	10

	Total
	50
	100


Sources: Field survey 2025.
The table above show that 10 respondents representing 20% are below 18 Years, 25 respondents representing 50% are between 18-25Years, 10 respondents represent 20% were 26-33Years, while 5 respondents represent 10% were 34 years and above.
Table 4: Educational Qualification
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE%

	O’LEVEL
	5
	10

	ND/NCE
	10
	20

	HND/B.SC
	20
	40

	M.SC/Above
	15
	30

	Total
	50
	100


Sources: survey 2022.
The table above show that 5 respondent representing 10% are O’level Certificate holders , 10 respondents representing 20% were ND/NCE holders  20 respondents represent 40% were HND/BSC holders and 15 respondents represent 30% are MSC and above holders.
Table 5: Length of service
	OPTIONS
	NO OF REPONDENTS
	PERCENTAGE%

	Less than 5 Years
	10
	20

	5-10 Years
	25
	50

	11-15 Years
	10
	20

	16 & Above
	5
	10

	Total
	50
	100


Sources: Field survey 2025.
The table above shows that 10 respondents representing 20% are less than 5 Years, 25 respondents representing 50% are 5-10 Years, 10 respondents representing 20% are 11-15 Years, 5 respondents representing 10% are 16 & Above.
Table 6: Position in the organization
	OPTIONS
	NO OF REPONDENTS
	PERCENTAGE%

	Supply chain manager
	10
	20

	Assistant supply chain manager
	25
	50

	Supply chain officer
	10
	20

	Finance manager
	5
	10

	Total
	50
	100


Sources: Field survey 2025.
	Table 6 above shows that 10 respondents representing 20% are supply chain manager, 25 respondents representing 50% are assistant supply chain manager, 10 respondents representing 20% are supply chain officer, while 5 respondents representing 10% are finance manager.


Table 7: Does forensic audit have impact on detection and prevention of fraud in banking industry?
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE%

	Yes
	35
	70

	No
	15
	30

	Total
	50
	100


Sources: Field survey 2025.
It could be seen from the table above that forensic audit have impact on detection and prevention of fraud in banking industry because 35 respondents of the total respondents, which represent 70% agreed to the question.
Table 8: Is there necessity of forensic audit in ensuring corporate governance in banking industry?
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE%

	Yes
	38
	76

	No
	12
	24

	Total
	50
	100


Sources: Field survey 2025.
The above table shows that 38 respondents representing 76% of the total respondent are satisfied with the question while 24% have a negative opinion.
Table 9: Is forensic accounting an effective tool for addressing financial crimes in Nigerian manufacturing system?
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE%

	Yes
	5
	10

	No
	45
	90

	Total
	50
	100


Sources: Field survey 2025.
From the above table 5 respondents represent 10% agreed to the question, while 45 respondents represent 90%, disagreed.
Table 10: Does forensic auditing have effect on the internal control system of deposit money companies?
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE%

	Yes
	-
	-

	No
	50
	100

	Total
	50
	100


Sources: Field survey 2025.
From the above 50 respondents represent 100%agreed to the question.



Table 11: Does Forensic auditing have effect on the cash management system of deposit money companies?
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE%

	Yes
	50
	100

	No
	-
	-

	Total
	50
	100


Sources: Field survey 2025.
From the above table 50 respondents represent 100% agreed to the question.
Table 12: Does incidence of fraud have effect on the management and every worker of the organization when it occurs?
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE%

	Yes
	35
	70

	No
	15
	30

	Total
	50
	100


Sources: Field survey 2025.
From the above table, 35 respondent representing 70% of the total respondent accepted that incidence of fraud have effect on the management and every worker of the organization when it occurs while 15 respondents represented 30% disagree with the view.
Table 13: Are there relationships between fraud and business failures?
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE%

	Yes
	10
	20

	No
	40
	80

	Total
	50
	100


Source: Field survey 2022.
From the above table, to respondent represent 80% accepted the question while 10 respondent 20% give another opinion.
Table 14: Do you agree that most fraudulent activities that lead to bank failures are done by insiders?
	OPTIONS
	NO OF RESPONDENTS
	PRECENTAGE%

	Yes
	40
	80

	No
	10
	20

	Total
	50
	100


Sources: Field survey 2025
The table 14 above shows that 40 respondents representing 80% of the population agreed with the question, while 10 respondents representing 20% disagreed.
Table 15: Do you agree that more than 70% cases of companies failures are caused by fraudulent activities?
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE%

	Yes
	30
	60

	No
	20
	40

	Total
	50
	100


Sources: Field survey 2025.
From the table above 30 respondents represent 60% agreed with the question, while 20 respondents represent 40% disagreed.


Table 16: Are there significant relationship between frequent occurrence of fraud and loss of confidence in financial institutions?
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE%

	Yes
	35
	70

	No
	15
	30

	Total
	50
	100


Sources: Field survey 2025.
From the table above 35 respondents represent 70% agreed to the question, while 15 respondents represent 30%, disagreed.
Table 17: Has forensic auditing become a useful method/technique of fraud detection and prevention?
	OPTIONS
	NO OF RESPONDENTS
	PERCENTAGE%

	Yes
	26
	52

	No
	24
	48

	Total
	50
	100


Sources: Field survey 2025.
The table above shows that 26 respondents represent 52% of the total respondents agreed while 24 respondents representing 48% disagreed.
4.3	Test Of Hypotheses
The research hypothesis to be tested in this study is the hypothesis No 1 and N0 2 that were previously stated in chapter one of this work. This hypothesis will be tested using analysis of variance (ANOVA) techniques.

Hypothesis 1
HO: There is no significant relationship between frequent occurrence of fraud and investors loss of confidence in financial institutions.
Hi: There is a significant relationship between frequent occurrence of fraud and investors loss of confidence in financial institutions.
NOTE: Question seven (7) of the questionnaire was used in testing hypothesis one
(1) which states that there is no significant relationship between frequent occurrence of fraud and loss of confidence in financial institutions.
Level of significance: the appropriate level of significance chosen for this study is 0.05 level.
	OPTIONS
	MANAGEMENT STAFF
	SUPERVISORY STAFF
	JUNIOR STAFF
	TOTAL
	PERCENTAGE

	Strongly agreed
	5
	7
	1
	4
	11

	Agreed
	4
	4
	2
	0
	8

	Undecided
	3
	5
	3
	4
	10

	Disagreed
	2
	8
	1
	2
	6

	Strongly disagreed
	1
	2
	3
	0
	11

	Total
	 
	26
	10
	10
	46


NOTE: The above table reveals the actual responses of variance respondents, in order to get accurate results, the options were scaled in descending order from 5 to 1. This was used to multiply the actual responses and the result gave the table below.
	OPTIONS
 
	MANAGEMENT
STAFF
	SUPERVISORY
STAFF
	JUNIOR
STAFF
	TOTAL
 

	Strongly agreed
	35
	5
	20
	60

	Agreed
	16
	8
	0
	24

	Undecided
	15
	9
	12
	36

	Disagreed
	16
	2
	4
	22

	Strongly disagreed
	2
	3
	0
	5

	€x
	84
	27
	36
	147

	X
	16.8
	5.4
	7.2
	29.4

	Σx2
	1966
	183
	560
	2,709.


COMPUTATION
TSS= ££X2 - (£X)2
Where:
££X2 = 1966 + 183 + 560 = 2739
(£X)2 = (147)2 = 21,609
n= 5 x 3 = 15 (No of column x No of rows)
TSS= 2739- (147)2 15
70
=2739- 21,609
15 = 2739-1440.6 TSS= 1,298.4
TRSS = n (££x)2 - r (££x)2 n
Where n= 5 (No of columns) ££x= 16.8+5.4 + 7.2
= (29.4)2
N=15 (No of columns x No of rows)
R=3
££x = 84+27+36=147
TRSS=5 ( 29.4)2 – 3(147)2 15
5 (864.36) – 3(9.8)2)
5 (864.36) – 3(96.04)
5 (864.36-288.12)
5 (576.24)
TRSS=288.12
71
£SS= TSS-TRSS
Where TSS=1298.4
TRSS= 288.12
£SS = 1298.4-288.12
=1,010.28
Analysis of variance table (ANOVA)
	SOURCE OF
VARIANCE
	DF
 
	SS
 
	MS
 
	FCAL
 

	TREATMENT
	2
	288.12
	1440.6
	1440.6

	ERROR
	12
	1010.28
	84.19
	84.19=17.1

	TOTAL
	14
	722.16
	 
	 


Computation of degree of freedom
Treatment r-1 (3-1) = 2
Error n-r (15-3) = 12
Total n-1 (15-1) = 14
Computation of mean square (Ms)
	Treatment = 288.12
	=
	144.06

	 
	12
	 
	 

	Error =
	1010.28
	=
	84.19

	 
	12
	 
	 

	FCAL=
	17.1
	 
	 


F table = 0.05 (2,12) = 3.89
Decision Rule
From the table above, the f cal (17.1) is greater than the f table (3.89). therefore, we reject the null hypothesis (Ho) and accept the alternative hypothesis (Hi) and conclude that there is a significant relationship between frequent occurrence of fraud and loss of confidence in financial institutions.
Hypothesis 2
Ho: forensic audit is not a useful method of fraud detection and prevention in financial institution.
Hi: forensic audit is a useful method of fraud detection and prevention in financial institutions.
Note: question twelve(12) of the question was used to test hypothesis 2 which states that forensic audit is a useful method of fraud detection and prevention in financial institutions.
Level of significance: 0.05 levels
Table 4.2.17
	OPTIONS
 
	MANAGEMENT
STAFF
	SUPERVISORY
STAFF
	JUNIOR
STAFF
	TOTAL
 
	PERCENTAGE
 

	Strongly agreed
	5
	6
	2
	5
	13

	Agreed
	4
	3
	3
	2
	8

	Undecided
	3
	2
	5
	3
	10

	Disagreed
	2
	1
	4
	2
	7

	Strongly
	1
	4
	2
	2
	8

	disagreed
	 
	 
	 
	 
	 

	Total
	 
	16
	16
	14
	46


Note: the table above shows that actual responses of the various respondents in order to get accurate results the option was scaled in descending order from 5 to 1. This scale was used to multiply the actual responses on each column and result gave rise to the table below.
	OPTIONS
 
	MANAGEMENT
STAFF
	SUPERVISORY
STAFF
	JUNIOR
STAFF
	TOTAL
 

	Strongly agreed
	30
	5
	20
	64

	Agreed
	12
	8
	0
	24

	Undecided
	6
	9
	12
	36

	Disagreed
	2
	2
	4
	22

	Strongly
	4
	3
	0
	5

	disagreed
	 
	 
	 
	 

	£x
	54
	47
	48
	147

	X
	10.8
	9.4
	9.6
	29.4

	£x2
	1100
	537
	790
	2429


Computation of source of variation
TSS= ££X2 - (£X)2
n
Where: ££X2 = 1100 + 537 + 790 = 2427
(£X)2 = (149)2 = 22,201
n= 5 x 3 = 15 (No of column x no of rows)
TSS= 2427- (149)2 15
TSS= 2427 - 22,201 15
TRSS = 2427-1,480
TSS=947
2.TRSS=n(££x)2 - [££x]2
Where n= 5 (No of columns)
R=3 (No of rows)
££x = 10.8+9.4+9.6
( 29.8)2
(££x)= 54+47+48=149
TRSS = 5(29.8)2 – 3(149)2 15
Trss= 5 (888.04) – 3(9.93302)
Trss= 5 (888.04) – 3(98.66)
Trss= 5 (888.04) – 3(98.66)
Trss= 5 (888.04 – 295.98)
Trss= 5 (592.06)
Trss= 2,960.3
3.£SS= TSS-Trss
Where TSS=947
Trss=2960.3
£SS= 947-2960.3
= -2013.3
NOTE: In other to maintain the ANOVA principle that the f value must be a positive value, we therefore make our £SS (-2,013.3) an absolute value 2013.3. Neglecting the negative value and making the value positive.
Analysis of variance table (ANOVA)
	Source of
Variance
	DF
 
	SS
 
	MS
 
	FCAL
 

	Treatment
	2
	2960.3
	1480.15
	1480.15

	Error
	12
	2013.3
	167.75
	167.775=8.82

	Total
	14
	947
	 
	 


Computation of degree of freedom
Treatment =8-1 (3-1) = 2
Error = n-r (15-30)= 12
Total = n-1 (15-1) = 14
Computation of mean square
Treatment = 2960.3 = 1480.15
2
Error= 2013.3 = 167.775
12
F cal = 8.82
F table = (2,12) 0.05= 3.89
Decision Rule
From the table above the f cal (8.82) is greater than the f table (3.89) therefore, we reject the null hypothesis HO and accept the alternative (Hi) and conclude that forensic audit is a useful method of fraud detection and prevention in financial institution.
4.4 Summary Of Findings
· That there is a significant relationship between frequent occurrence of fraud and loss of confidence in financial institutions.
· That forensic audit is a useful method of fraud detection and prevention in financial institutions. 
· That fraud is a general phenomenon, which exist in almost every organization.
· That the incidence of fraud affects every management and staff worker of an organization when it occurs. 
· That there is a relationship between fraud and business failures.  Most fraudulent activities that lead to bank failures are done by insiders. That is people within the organization.
· More that 70% cases of bank failure are caused by fraudulent activities.
· Most times employees of an organization, fail to report fraudulent activities when they occur
· Committing  of  fraud  in  companies  accounts  to  a  general  decline  in depositors/investors confidence in the system.  
· Forensic audit seeks to bridge the gap between accounting and law professions in relation to fraud detection and prevention. 
· Forensic audit when used in place of conventional audit will yield a positive result.
· Most companies loss their customers/investors due to fraud committed by another bank. 
· With the use of forensic auditing techniques, fraud detection and prevention has become easier.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
 5.1 	 Summary Of Findings  
 	Forensic accounting does not necessary need an understanding of the legal issues of business activities before carrying out his duties but can thus be of assistance in combating corporate fraud in various ways that includes investigation, accounting and litigation support services. It is a very special type of management which requires highly skilled team members who have experience not only in accounting and auditing techniques, but also of the relevant legal frame work. There are numerous different types of fraud that a forensic accountants could be asked  to  investigate.  
The  investigation  is  likely  to  ultimately  lead  to  legal proceedings against one or several suspects and members of the investigative team must be comfortable with appearing in court to explain how the investigation was conducted and how the evidence has been gathered forensic accountants must therefore receive specialist training in such matters to ensure that their credibility and professionalism cannot be undermined during the legal process. 
The empirical analysis of data. In the study revealed the following. Which were in line with the previous studies reviewed earlier on, in the study.
5.2 Conclusion  
In this study, the usefulness of forensic audit in the prevention and detection of fraud in the Nigerian manufacturing sector was examined. Data used cover the period 1998 and 2016 based on fraud activities in the Nigerian manufacturing sector. Simple regression equations were estimated in order to meet the objectives of the study. 
The study reveals that bank frauds are creation of professional criminals, desperate customers or errand bankers or their collusion inters. Most of the time, frauds are committed through forged documents and generally they are crook attempt which can be detected easily. Knowledge of the possible avenues can keep the banker warned and hence forearmed against fraud. Internal and eternal vigilance and sticking to rules are the basic preventive measures. This implies that fighting this menace may include adoption  
5.3	Recommendations  
 Based on the results from the study, the following recommendations are made: 
i. Companies in Nigeria should intensify the application of forensic auditing in the fight against fraud and forgeries in the system as the probability of fraud detection is still generally low for the Nigerian manufacturing sector. 
ii. Adaptive data mining and intelligent agents who are robust enough to defeat sophisticated fraudsters, fast enough to minimize fraud damages and scalable enough to tackle huge volumes of data, should be employed to fight against loan frauds in the loan fraud detection domain. 
iii. Adequate internal control system should also be established to have checks and balances among bank staff to reduce fraud to its nearest minimum, thereby, restoring confidence to bank customers. 
iv. The regulatory authorities should make their impact felt in combating fraud by establishing more specialised agencies to focus on technology, ethical and other areas for combating fraud. 
v. Since staff are strategic in prevention of fraud, their remunerations and welfare should be made a priority and taken serious. Also, training and retraining of these staff would encourage them to detect early warning signals for fraud activities in the companies
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