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Abstract 

The study is to examine the effect of Forensic Audit on Bank Fraud in Nigeria. 

The unprecedented increase in cases of bank frauds in Nigeria has made the 

application of forensic audit an indispensable tool in the audit cycle. Forensic 

audit skills are contemporary and diagnostic audit tools that help in the 

detection, prevention and reduction of frauds. Forensic audit skills give not 

only greater and current insight into the banks’ internal control measures and 

risk management techniques but also made available the technical 

capability for the detection, prevention and reduction of frauds. This study 

therefore examines the effect of Forensic Audit on Bank Fraud in Nigeria. We 

used survey research design and Primary sources of data were used through a 

well structure questionnaire were distributed randomly to 110 respondent out of 

which 106 were collected back. The data collected were analyses using 

spearman’s rank correlation method and we found out that there is a very 

strong and statically relationship that exist between forensic audit and fraud 

detection, prevention and investigation. The findings show that forensic audit 

helps in an enhanced bank fraud detection and prevention. Furthermore, the 

results show that forensic audit is not just an effective tool but also an 

efficient tool for the detection, prevention and reduction of bank fraud in 

Nigeria. It is therefore recommended that forensic audit should be highly 

embraced by specialized institutions like bank and insurance companies to 

ensure that fraud cases are speedily detected and adequately prevented. Also, a 

separate body should be constitutionally established and mandated for the 

training and retraining of forensic auditors. It is also recommended that our 



 
 

 
 

institutions of higher learning, apart from teaching forensic accounting and 

auditing, should have standard forensic audit laboratories with the tools for 

practical study.  
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CHAPTER ONE 

                                                    INTRODUCTION 

1.1 Background to the Study 
The credibility of the traditional audit process in the Nigerian banking sector has been 
of recent the subject of unprecedented concern as a result of the high incidence of 
failures of banks. The quality of the traditional audit exercise has been questioned 
because of the high cases of bank frauds that have led to bank failures. The 2004 crises 
in the banking sector swept away 14 banks in Nigeria (Adeyemi, 2011). In the 2009 
CBN forensic test in Nigeria, eight (8) banks were identified by CBN to have failed in 
capital adequacy and asset quality among other test parameters used and their chief 
executives removed. These banks that failed the test, were deposit money banks given 
clean audit bills of health by even international audit firms believed to have high audit 
quality records. The banks affected in 2009 were Afribank, Oceanic Bank, 
Intercontinental Bank, Bank PHB, Finbank, Spring Bank and Union Bank. The 
magnitude of the bank failures in the country therefore became a matter of grave and 
utmost concern not only to the entire nation in general but to the accounting 
practitioners and the academia in particular. The application of forensic audit skills 
seems to be a panacea that will go a long way in assisting in fraud detection, prevention 
and investigation in the banking industry 

The incidence of bank failures in Nigeria where many highly reputed banks with 
national and international audit firms as external auditors failed to actually meet the 
six-factor performance indices of Capital Adequacy, Asset Quality, Management 
Quality, Earnings, Liquidity and Sensitivity to Market Risk (CAMELS) test of the apex 
bank in Nigeria, calls for a careful examination of the quality of the traditional audit 
process. 

 Evidence therefore shows that out of the 25 big banks operating in Nigeria after 
recapitalization, three international accounting firms have been their auditors 
(Zachariah, Masoyi, Ernest, & Gabriel, 2014). 

The large number of financial statement fraud in the banking sector is now of a great 
concern to the nation. The inability of the law enforcement agents to successfully track 
down perpetrators of fraud has made it worrisome. Fraud prevention, detection and 
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reduction are of course outside the ambit of the statutory auditor to report on except 
when placed on inquiry. 

His responsibility is defined by Sec. 359 (CAMA, 2004) and the relevant auditing 
standards. In relation to external auditors’ work, statutory regulations such as 
Companies and Allied Matters Act 2004 (as amended), Nigerian Deposit Insurance 
Corporation (NDIC) Act 2007, Banks and Other Financial Institutions Act (BOFIA) 
1991, and Banks Ordinance 1991 have not spelt out fraud detection as part of auditor’s 
duty rather than management. 

Conventional auditing has become ineffective in its preventive role, and lack of integrity 
which is an essential quality of an auditor. This means there is need to devise different 
means of tackling fraud taking into consideration the types of frauds, perpetrators, the 
mode of perpetration, and the duties of external auditors as enshrined in the governing 
statutes. In response to this, forensic auditing came to the fore. Forensic auditing is 
perceived to have evolved in response to certain emerging fraud related cases and the 
increasing sophistication of financial fraud requires that forensic auditing be added to 
the tools necessary to bring about the successful investigation and prosecution of those 
individuals involved in criminal activities (Nwosu, 2015).  

Although the Central Bank of Nigeria, as a regulatory authority, came in handy by 
appointing forensic auditors to investigate and determine the financial losses to the 
banks and clients and the resultant curatorship of the financial institutions, the damage 
had already been occasioned. Clients, potential investors, and the public have lost 
confidence and trust with the banking sector. The aftermath of the financial crisis 
evidenced the inexorable withdrawal of savings from the banking institutions by clients 
who had the worst belief and fear that their hard earned cash would be swindled. The 
risk was evidently high among the new and existing financial institutions.  

Apart from the occupational frauds committed from within, the advent of new 
communication technologies has ushered in a plethora of other challenges, which 
emanate from without. Among the challenges are threat of computers fraud, cheque 
initiated frauds, identity frauds, credit card frauds, missing in the post frauds, the use 
of fraudulent real time gross settlement (RTGS), and advance fee frauds, to name a few. 
The incidences of such frauds committed by outsiders in connivance with insiders have 
markedly compromised the security of risk of several banks.  
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The role of forensic auditors has not been well articulated by several banking 
institutions, although some of them have created the post in their organizations. The 
study seeks to explore forensic auditing techniques adopted by the banking fraternity 
and how they can be effectively used to assist the departments to achieve their 
objectives in detecting, investigating and preventing bank frauds. Forensic auditing 
should be responsible for digging out frauds committed through application of auditing, 
accounting and investigative techniques in order to come up with sufficient evidence 
that can be used in court proceedings (Enofe, Howard &Sheetz, 2006). 

In a conventional audit practice, even when actual fraud and illegal acts are discovered, 
the Generally Accepted Accounting Standard (GAAS) rules only say that the auditor 
should inform the company’s management and consider resigning from the audit 
account. There is no requirement that auditors report fraud or illegal acts to the 
appropriate government authorities as observed by (Enofe et al.,2006). It is against this 
backdrop that the study seeks to examine the effectiveness of forensic auditing in 
detecting, investigating and preventing fraud in Nigeria Deposit Money Banks. 

In a nutshell, Dhar and Sarkar (2010) define forensic auditing as the application of 
accounting concepts and techniques to legal problems. Howard and Sheetz (2006), gave 
a more comprehensive definition which states that forensic auditing is the process of 
interpreting, summarizing and presenting complex financial issues clearly, succinctly 
and factually often in a court of law as an expert. Crumbley (2003) defined forensic 
auditing as an accounting analysis that can uncover possible fraud that is suitable for 
presentation in court. Albretch and Albretch (2001). 

Forensic auditing is a discipline that has its own models and methodologies of 
investigative procedures that search for assurance, attestation and advisory perspective 
to produce legal evidence. It is concerned with the evidentiary nature of accounting data, 
and as a practical field concerned with accounting fraud and forensic auditing; 
compliance, due diligence and risk assessment; detection of financial misrepresentation 
and financial statement fraud (Skousen and Wright, 2008); tax evasion; bankruptcy and 
valuation studies; violation of accounting regulation (Dhar & Sarkar, 2010). 

 

1.2  Statement of the problem. 
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The demand for forensic audit service has been on the forefront as a result of increased 
fraudulent practices in businesses 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 WorldCom. These cases actually laid bare the urgent need 
for forensic auditing. Frequent fraud cases in the Nigerian Deposit Money Banks makes 
the integrity of the employees, management, internal auditors and even the external 
auditors of the banks questionable and also gives rise to absolute loss of customers’ 
confidence in banking. Such widespread of fraud in the banking 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 in the scope of the external auditors’ duties 
rather he is saddled with the responsibility of providing an assurance on the financial 
statement prepared by the management. 

The financial loss caused by fraud has in several cases rendered some customers of 
banks penniless who once had substantial amount of money in his bank account. Since 
the external auditors’ functions cannot cover fraud detection, a system that needs to 
checkmate the menace of fraud in the banking sector needs to be introduced. Various 
studies however have been carried out to show the relationship, effects and the roles 
that forensic audit has to play in checkmating and reducing the rampant fraud cases in 
Nigeria DMBs. To a great extent, most of the previous studies have a consensus result 
and it was noticed that no or little has been done on the effectiveness of fraud audit and 
fraud detection, prevention and investigation majority of the work done on banking 
sector has not really look at the investigation aspect of it  rather fraud prevention and 
detection alone  (Enofe, Utomwen&Danjuma, 2015; Onura&Ebimobowe, 2016) on 
effectiveness of the application of forensic auditing (Madugu& Anyaduba,2013; 
Okumbor&Oberatin, 2015; Owojori&Asaola, 2013).  Based on this premises this studies 
however is to add to the body of knowledge on the study of the effectiveness of forensic 
auditing in detecting investigating and preventing fraud cases in DMBs in Nigeria by 
introducing the investigation aspect of forensic audit to fill this gap that is existing in 
other empirical studies. 

 

1.3  Research Questions 
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In achieving the objectives of this study the following research questions were       
developed:  

1.  What type of relationship exist between forensic audit and fraud detection in 
Deposit Money Banks in Nigeria 

2. What type of relationship exist between forensic audit and fraud prevention in 
Deposit Money Banks in Nigeria 

3. What type of relationship exist between forensic audit and fraud investigation in 
Deposit Money Banks in Nigeria 

 

1.4 Objective of the Study  

In solving the problem above the following objective will be achieved at the end of the 
study 

The general objective of this study is to determine the effectiveness of forensic auditing 
in the investigation, prevention and detection of corporate fraud in Nigeria deposit 
banks. Other specific objectives that also deserve critical focus includes: 

 

1. To investigate the relationship between forensic audit and fraud detection. 
2. To investigate the relationship between forensic audit and fraud prevention. 
3. To investigate the relationship between forensic audit and fraud investigation. 

 

1.4   Statement of Hypothesis 
In order to provide answers to the above questions, the following hypotheses were 
formulated: 

1. Forensic audit does not have any relationship with fraud detection in Deposit 
Money Banks in Nigeria 

2. Forensic audit does not have any relationship with fraud prevention in Deposit 
Money Banks in Nigeria 

3. Forensic audit does not have any relationship with fraud investigation in Deposit 
Money Banks in Nigeria 
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1.5 Significance of the Study 

With an upsurge in financial and economic fraud in the global economy, forensic 
auditing has become an emerging topic of great importance for academic, research and 
industries. Over the past decades financial and non-financial institutions suffered from 
the menace of frauds which resulted to distresses and liquidations which hamper the 
roles of banks in the economy. The external auditors also failed to detect the frauds in 
the course of carrying out their work. Regulatory evidences have shown that bank 
frauds increase on daily basis. This study of forensic auditing will be helpful to the 
following categories of users. 

 Management and Institutions: It will serve as a reference document for 
management to use asa guide for investigating and controlling fraud. It will also give 
them positive insight on how to fight this evil menace called fraud in the country. Also it 
will help the institution like CBN and other related institution that oversea the affairs 
in the banking sector of Nigeria economy to revisit some of the rules and regulations 
that may need to. 

Investors/Depositor: the investors and depositors to know the financial position of the 
institution they are investing in. Also to bridge the expectation gap that exist between 
the statutory responsibility of external auditor and the investor perception of their 
responsibility 

General Public: It will add to existing knowledge by exposing the public on thematter 
of fraud, making them to know that even if fraud cannot be completely eradicated, it can 
be controlled. Stemming the tide of fraud by forensic auditors will go a long way in 
alleviating the economic hardship being experienced currently by the general publics, as 
this would help to reassure the stakeholder’s confidence level in the financial institution 
which they have controllable interest in. 

For Researchers/Analyst: Finally this study will be of great significance to 
schools and students, it will serve as a reference point for future researchers who 
will want to research more on the topic or related area.  
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1.6 Scope of the study 
This study examines the effectiveness of   forensic Auditing in detecting, investigating 
and preventing deposit money banks fraud in Nigeria, This study include 11 (Wema, 
Zenith, Unity, Union, Sterling, Guaranty Trust, First, Eco, FCMB, Diamond (now 
Access) and Access) Deposit Money Banks listed on Nigeria Stock Exchange as at 1st 
January 2019 while data were source from auditors, operation managers and branch 
managers and other management staff. The whole 11 DMBs were also selected as the 
sample size but concentrated on branches in   Lokoja in Kogi State and FCT Abuja as 
the area of study. Data used for this study were obtained using a well-structured 
questionnaire from a sample size of 100 respondents selected from the 11 DMBs 
branches in Lokoja and Abuja. This study also covers the extent of use of forensic 
auditing to curb frauds in Nigeria banks, the degree of effectiveness and the challenges 
being faced by forensic auditors carrying out their investigative role in curbing crime in 
banks. 

 

1.8     Limitation of the study 

One of the key limitations to this study is that it was not easy to get the questionnaire 
filled by the respondents because of the nature of the banking job. Also it consume a lot 
of time to really wait for the bank officer to close or be in break before they can fill the 
questionnaire so as to provide any clarification.  

This work requires commitment of resources, procurement of    necessary materials for 
appointment with staff of the organizations under study. 

Another constraining factor that is worthy of mention is the attitude of the officials of 
the banks under study. They were particularly skeptical in answering the researcher’s 
questions. Despite the above mentioned constraints the researcher was able to assemble 
enough materials that gave the work a meaning. 

 

1.9. Definition of terms.   

1. Auditing is the act of recording, collecting, analyzing, classifying, summarizing 
and interpretation of data under monetary worth or value, event and 
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transactions which are in part at least financial character and interpreting the 
result thereof. 

2. Traditional Auditor or statutory auditor is appointed to carry out statutory 
audit. 

3. Fraud is an act or course of deception, deliberately practiced to gain unlawful or 
unfair advantage; at the detriment of another, it is also defined as a conscious 
premeditated action of a person or group of persons with the intention of altering 
the truth and or fact for selfish personal monetary gain 

4. Forensic” means “suitable for use in a court of law”, and it is to that standard 
and potential outcome that forensic accountants generally have to work. 

5. Forensic Auditing: as the utilization of specialized investigative skills in 
carrying out an enquiry conducted in such a manner that the outcome will have 
application to the court of law. 

6. Fraud Investigations: this involves a forensic accountant work in determining 
funds tracing, asset identifications and recovery which is most commonly 
performed with employee fraud cases. 

7. Investigative Accounting: This is the reviews of the factual situation of a 
company and suggest possible course of action. 

8. Organization: An organization is an association that has a collective goal and 
it’s linked to an external environment. 
 

 

 

 

 

 

 

 

CHAPTER TWO 
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LITERATURE REVIEW 

2.1 Introduction  

This chapter seeks to provide a critique on the main thrust of the study. It sets to 
critically review related previous studies with the view to discovering the gaps, where 
this study seeks to fill in order to situate it in the body of knowledge. In this section the 
concepts of the variable are discuss extensively. Also the theoretical framework, the 
theory underpinning the study is equally presented and finally, the empirical review of 
related literature that is the works of other researchers in the related area. 

2.2 Conceptual framework 

2.2.1. Concept of Forensic Auditing 

The concept of forensic auditing and forensic accounting are used interchangeably. The 
concept has been enunciated by several authors and scholars. According to Dahli (2008), 
forensic comes from the Latin word ‘for public’ and specifically to ‘forum’. The forum was 
where the Ancient Romans were taught to do business and settle disputes among other 
things. He further buttressed that forensic relates to the application of knowledge to 
legal problems such as crimes. This definition traces the history of forensic accounting 
and its application in litigation support. Forensic is as old as history but its usage got 
little attention in the past. It is now becoming prominent because of increase in financial 
scandals. Joshi (2003) ascribed the origination of forensic accounting to Kutilya, the first 
economist whom he said mentioned 40 ways of embezzlement centuries ago. However, 
he stated that the term forensic accounting was coined by Peloubet in 1946, when he 
defined forensic accounting as the application of accounting knowledge and investigative 
skills to identify and resolve legal issues. Crumbley (2003) defined forensic auditing as 
an accounting analysis that can uncover possible fraud that is suitable for presentation 
in court. A forensic accountant uses his knowledge of accounting, law, investigative 
auditing, criminology, and psychology to uncover fraud, find evidence and present such 
evidence in court if required. According to him forensic accounting is different from the 
old debit or credit accounting as it provides an accounting analysisthat is suitable to the 
organization, which will help in resolving the disputes that arise in the organization. 

Forensic accountants are often retained to analyze, interpret, summarize and present 
complex financial and business related issues in a manner, which is both 
understandable and properly supported. Albretch and Albretch (2001) described forensic 
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auditing as the utilization of specialized investigative skills in carrying out an enquiry 
conducted in such a manner that the outcome will have application to the court of law. 
They further stated that the primary aim of forensic auditing is fraud detection, unlike 
the traditional auditing that focuses on review of internal control system, error 
identification and prevention. Forensic auditors are experienced auditors, accountants, 
and investigators of legal and financial documents that are hired to look into possible 
suspicion of fraudulent activity within a company; or are hired by a company who may 
just want to prevent fraudulent activities from occurring. It demands reporting, where 
accountability of the fraud is established and the report is considered as evidence in the 
court of law or in administrative proceedings. 

Forensic auditing is the tripartite practice of utilizing accounting, auditing and 
investigative skills to assist in legal matters (Nwosu, 2015). It is a specialized field of 
accounting that describes engagements that result from actual or anticipated disputes 
or litigation. Forensic auditing can, therefore, be seen as an aspect of accounting that is 
suitable for legal review and offering the highest level of assurance (Apostolou, Hassell, 
& Webber 2000). Forensic auditing in the view of Zysman (2004) is the integration of 
accounting, auditing and investigative skills. This definition may however be incomplete 
as the area of application isn’t covered. Dhar and Sarkar (2010) define forensic auditing 
as the application of accounting concepts and techniques to legal problems. Howard and 
Sheetz (2006), gave a more comprehensive definition which states that forensic auditing 
is the process of interpreting, summarizing and presenting complex financial issues 
clearly, succinctly and factually often in a court of law as an expert. Crumbley (2003) 
defined forensic auditing as an accounting analysis that can uncover possible fraud that 
is suitable for presentation in court. Albretch and Albretch (2001), described forensic 
auditing as the utilization of specialized investigative skills in carrying out an enquiry 
conducted in such a manner that the outcome will have application to the court of law. 
Forensic auditing is an activity that consists of gathering, verifying, processing, 
analyzing of, and reporting on data in order to obtain facts and evidence in a predefined 
context in the area of legal/financial disputes and/or irregularities and giving preventive 
advice. 

Also Forensic audit has been defined by the Institute of Forensic Auditors (IFA) as an 
activity that involves the collection, verification, analysis and reporting of data with the 
aim of collecting evidence to use in a court of law. The focus of forensic audit is the in-
depth investigation and detection of fraud and it involves investigating the fraud and 
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providing litigation support services in the court of law (Okunbor and Obaretin 2015). 
Forensic auditing is the systematic application of auditing skills to situations or 
circumstances that have legal implications or consequences. According to Dada, Owolabi 
and Okwu (2011), forensic auditing arises from the integration of accounting, 
investigative auditing, criminology and litigation services. Forensic auditors are experts 
in financial matters who are trained in detecting, investigating and deterring fraud and 
white collar crimes which are to be presented to court for legal action or to public 
discussion and debate (Eyisi and Agbaeze, 2014). Forensic audit evidence collected and 
evaluated could be presented in a court of competent jurisdiction in a case of litigation 
and could be used to correct a situation that could lead to fraud. According to Enofe, 
Omagbon and Ehigiator (2015), forensic audit focuses on the detection, analysis and 
communication of evidence of underlying financial and reporting events. It should be 
noted that forensic audit service is useful not only as a reactive measure but also as a 
proactive measure to curb fraud in the bank. Reactive forensic auditing investigates any 
suspicion of fraud and if the suspicion is confirmed, the person(s) involved are identified; 
the findings are backed up with concrete evidences for disciplinary action or criminal 
proceedings. Proactive forensic auditing identifies mistakes and deviant financial 
transactions before they graduate into fraud. The proactive approach looks for fraud 
indicators and uses the philosophy of “catch fraud before it catches you”. The proactive 
forensic auditing may revolve around a statutory audit, diagnostic tool and regulatory 
compliance. 

Forensic auditing is an activity that consists of gathering, verifying, processing, 
analyzing of, and reporting on data in order to obtain facts and evidence in a predefined 
context in the area of legal/financial disputes and/or irregularities and giving preventive 
advice (Institute of Forensic Auditors, Belgium, 2004). According to Eze (2015), forensic 
auditing is the application of accounting methods to the tracking and collection of 
forensic evidence for investigation and prosecution of criminal acts such as 
embezzlement or fraud. It is a type of professional service which results from actual or 
anticipated disputes or litigation. Owojori and Asaolu (2013), defined forensic auditing 
as an examination and evaluation of a firm’s or individual financial information for use 
as evidence in court. It can be conducted in order to prosecute a party for fraud, 
embezzlement or other financial claims. Forensic auditing is defined as ‘’the application 
of auditing skills to situations that have legal consequences’’. It is also seen as ‘’an 
examination and evaluation of a firm’s or individual’s financial information’s for use as 
evidence in event’’. During a forensic auditing, professionals compile and assess 
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financial information to be used in legal proceedings, whereas the auditing is conducted 
by forensic auditors who rely on the principles of law, business and ethics. These reports 
are sometimes used to prepare legal defences as well as prosecuting a party for fraud, 
embezzlement or other financial claims. 

Forensic auditors according to Zachariah et al (2014), are experienced auditors, 
accountants, and investigators of legal and financial documents that are hired to look 
into possible suspicion of fraudulent activity within a company; or are hired by a 
company who may just want to prevent fraudulent activities from occurring. It demands 
reporting, where accountability of the fraud is established and the report is considered 
as evidence in the court of law or in administrative proceedings. In the definition of 
Messier (2000), forensic auditors are fraud examiners employed by corporations, 
government agencies public accounting firm and are trained by Association of certified 
fraud examiners (ACFE) on areas which covers, fraudulent financial transactions, legal 
elements of fraud investigation, criminology and ethics. In the opinion of Albretch and 
Albretch (2001), the primary aim of forensic auditing is fraud detection, unlike the 
traditional auditing that focuses on review of internal control system, error 
identification and prevention. 

Adoption 

Of all the conceptual frame woks highlighted above the researcher adopted that of  

Eyisi and Abgaeze (2014) , They enumerated the objectives of forensic auditing to 
include but not limited to: improving management accountability; improving corporate 
governance and the statutory audit function; improving financial reporting system; help 
in detecting financial fraud; help in strengthening auditors independence; providing 
additional assurance for audit committees; assisting financial statement auditors to 
take greater responsibility for the detection of fraud and illegal acts when auditing 
financial statement due to the fact that another set of auditors (forensic auditors) would 
be critically evaluating their role; giving the audit committees better tools to evaluate 
the quality of the financial statement audit by the external auditor. The above objectives 
according to them could be said to have stronger impact on corporate governance, since 
the forensic auditor is expected to go beyond normal audit as to search for fraud and 
investigate deeper using more sophisticated scientific analytical tools and software 
packages to detect fraudulent activities perpetrated by the management and their 
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employees or fraud which the external auditor has conceivable connived with the 
management to cover. 

2.2.2. History of Forensic Accounting 

Forensic accounting is by no means a new field as evidence proves that the profession 
has been in existence for a long time despite the fact that the profession was not yet 
recognized as a distinct one or called forensic accounting (Bhasin, 2013). Forensic 
accountants in ancients Egypt who invented the grain, gold and other assets of pharaohs 
were called the ‘eyes and ears’ of the pharaohs. Another evidence of the existence of 
forensic accounting is traceable to the year 1817 when the accountants who examined 
the bankrupt’s account were required to testify in the court (Kasum, 2015). Other 
sources traced the origin of forensic accounting practice date as far back to the 19th 
century Scotland when a young Scottish accountant issued a circular advertising his 
expert in arbitration support in 1824. It was from late 1800’s and 1900’s that articles 
began to appear discussing expert witnessing, evidence arbitration and awards. The 
phrase Peloubet, a partner in a New York accounting firm .Peloubet (1946) explained 
that during the war, both public and industrial accountants had been engaged in the 
practice of forensic accounting. On his own, Joshi (2013) traced the history of forensic 
accounting to Kutilya, the first economist to openly recognize the need for forensic 
accountants. 

Forensic accounting is a rapidly growing field of accounting that describes the 
engagement that result from actual or anticipated litigations. Forensic means suitable 
for use in a court of law, and it is to this standard Forensic Accountants generally work. 
Forensic Accounting involves an investigative style of accounting used in determining 
whether an individual or an organization has engaged in any illegal financial activities 
(Joshi, 2013) Forensic accountants and traditional auditors, though have different roles, 
knowledge and skills, share some common goals that include the detection of fraud. 
However, unlike financial audit which aims mainly at uncovering (identifying and 
preventing) material deviation (errors) in financial data and significant variances from 
acceptable accounting and auditing standards, forensic accounting looks beyond the 
transactions and audit trail to focus on substances of the transaction instead, with the 
view of identifying fraud. Forensic accounting investigations include litigation services 
related to a variety of situations including investigations include litigation services 
related to a variety of situations including business purchases, valuation of divorce 



 
 

14 
 

assets, property damage, lost profits due to embezzlement and other illegal acts, tax 
evasion, and money laundering schemes (Gray, 2016) 

       

2.2.16. Fraud Prevention, Fraud Detection Process and Performance 

To prevent is to keep or stop something from happening. Prevention is the action of 
stopping something from happening. Fraud prevention is the process of stopping the 
occurrence of fraud in an organization. It could involve the removal of the casual 
enabling factors that encourage frauds in an organization. Putting in place necessary 
measures to deter or stop or discourage fraud in an organization is what fraud 
prevention is all about. 

Fraud detection has been said to be part of an entity’s overall anti-fraud strategy which 
entails prevention, detection and investigation. To detect is to uncover or reveal or find 
out the existence of something. Detection of fraud involves the actual identification of 
actual or potential fraud in an organization. It is the process of spotting the early signals 
or warning signs of possible fraud. It is a proactive risk assessment and reactive to fraud 
reports. Tommie et al noted that the first step in investigating fraud is the initialization 
of the investigation. Prediction is necessary to initiate the fraud investigation. 
Prediction is a set of circumstances that would lead the prudent, reasonable and 
professionally trained individual to believe that a fraud has occurred, or will occur. In 
litigation support, prediction is a call from the lawyer. 

If the specific fraud is not known, or if there is limited information on the fraud, then 
the next step would be the fraud theory approach. In this approach, the forensic 
accountant, probably in a brainstorming setting, would proposed the most likely fraud 
scheme, and the manner in which that fraud scheme could have been perpetrated on the 
victim organization. Obviously, the forensic accountant needs to be familiar with fraud 
schemes and red flags associated with each. The theory then serves as the basis for 
developing a fraud investigation plan. 

Using the theory, the forensic accountant develops a plan to gather sufficient and 
competent evidence. This step is where the auditor is particularly applicable. In this 
step, an examination is made of accounting records, transactions, document and data to 
obtain sufficient evidence to prove or disprove that the fraud identified earlier has 
occurred. Issues of importance include custody of evidence and other legal matters. After 



 
 

15 
 

gathering accounting evidence, the forensic accountant will attempt to gather evidence 
from eyewitnesses, using interviews. This process goes from people the greatest distance 
from the fraud to an ever-narrowing circle of people close to the fraud to the last step of 
interviewing the suspect. Finally, the forensic accountant writes up the findings in a 
report to the party. If the case goes to court, this report or a similar one may be 
necessary during the trail. But regardless if the case goes to trial, the forensic 
accountant’s work will have to be presented in an effective manner to the judge or jury. 

2.2.17. Determinants of frauddetection 
There are some factors that can determine fraud detection in an organization 
InternalControls 
COSO defines internal controls as processes effected by a firm’s BOD and 
management whose purpose is to provide assurance concerning efficiency in 
operations, reliability of financial reporting, and the firm’s compliance with the 
relevant laws. ICs have five components which are the control environment, risk 
management, control activities, information and technology, and monitoring 
(Klamm& Watson, 2009). The control environment is the foundation of the ICS 
and factors include the philosophy and operating style of management, integrity 
and ethical values of the organizational members, the assignment of authority, 
and the commitment of the BOD. Risk assessment and management deals with 
identifying and analysis the risks that might hinder the achievement of 
objectives while control activities seek to detect and prevent the risks an 
organization faces. Information and communication ensures that useful sharing 
of relevant facts occurs within the organization while monitoring reviews and 
evaluates the effectiveness of thesecontrols. 
According to Kabue (2012), a strong internal control system (ICS) must be a 
fundamental concept of bank management because it contributes to healthy operations 
within the organization. Strong ICs ensures that a bank will meet its goals and 
objectives, comply with the laws and regulations, and facilitate reliable financial 
reporting. The growing cases of fraud in the banking sector has attracted interested in 
internal controls and a lot of people believe that such frauds would have been avoided if 
banks maintained effective internal controls. According to Rae & Subramanian (2008), 
ICs are useful in the detection and prevention of fraud through enhancing and 
monitoring financial reporting and compliance with the laws. According to 
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Nyakarimi&Karwirwa (2015), fraudulent activities in banks could be avoided through a 
strong internal control system because it allows the institution to identify the problems 
and situations that may cause loss through fraud. Effective and efficient internal 
controls and procedures enhance the ability of an organization to detect and prevent 
fraud (Oguda, Odhiambo, &Byaruhanga, 2015). 

CorporateGovernance 

Corporate governance refers to the set of rules that define the relationships 
between stakeholders, board of directors, and the management and it influences 
how the company operates. According to In’airat&Rushd (2015), corporate 
governance has received significant public and regulatory attention as a solution 
to the fraudulent activities in the business world. The components of corporate 
governance that have an influence on the prevalence of fraud are the board of 
directors and the audit committees. An independent board of directors is 
effective in monitoring the behavior of managers. Agrawal and Chadha (2005) 
point out that such organizations have lower incidences of frauds. Audit 
committees play the role of overseeing the financial reporting process of a firm, 
the audit process, and the internal controls. ICPAK (2015) points out that audit 
committees play the role of enhancing corporate governance in organizations by 
providing an oversight over the internal controls and compliance to the different 
laws. The CBK prudential guidelines of 2006 require that the board of every 
financial institution should establish an audit committee that will review the 
financial condition of the bank, the internal controls, and discuss the 
performance of the internal auditors at least one in three months. Ogola, K’Aol, 
&Linge (2016) in their study that examined the effect of the prudential control 
systems on fraud occurrence in Commercial banks found out that they are 
critical and instrumental in minimizing the occurrence of fraud and minimizing 
the losses incurred. According to Agrawal&Chadha (2015), the audit committee 
and the board must be independent to effectively monitor the management and 
increase the likelihood of detecting fraud. However, if they are not independent, 
directors on the board and the audit committee will act perpetrators of the fraud 
by engaging in conflict of interests. Independence is of great importance because 
it ensures that the board and the committee is not influenced by the CEO of the 
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company. A board which is easily influenced by the CEO will be lax in carrying 
out its oversight duties and there is a great likelihood that it will not suspect any 
malpractices. Therefore, corporate governance components which include an 
independent BOD and audit committee are valuable in providing oversight over 
an entity’s financial reporting practices and minimizing the occurrence offraud 
2.2.18. Forensic Audit and Fraud 

Fraud is rarely seen, but what is observed or noticed are the symptoms, hence forensic 
audit services provide firms with the necessary tools to detect and deter fraudulent 
practices (Enofe, Okpako, and Atube (2013). Thus forensic audit can be adapted as 
internal audit strategy to prevent fraudulent activities. Onuorah and Ebimobowei 
(2012) in their study on the effect of forensic accounting services on fraud detection in 
Nigerian banks concluded that forensic accounting services offer banks with the 
necessary tools to deter fraudulent activities.  

Similarly, Islam, Rahman, and Hossan (2011) found that forensic accounting is a critical 
tool in the fight against corruption, detection and prevention of fraud in Bangladesh. 
While, Dada, Owolabi, and Okwu (2013) and Modugu and Anyanduba (2013) found a 
positive linkage between forensic accounting and fraud reduction, consequently forensic 
audit is a useful tool in fraud detection and reduction. Concurring, Njanike, Dube, and 
Mashayanye (2009) recognized forensic accounting as administrative function in 
Zimbabwe whilst they identified forensic auditor’s duties to include detection and 
prevention of fraud as well as detection of potential red flag.  

 

2.2.19. Forensic Accounting and Auditing on Fraud Detection, Investigation 
and Prevention 

Fraud Detection 

The basic approach to fraud detection with an analytic model is to identify possible 
predictors of fraud associated with known fraudsters and their actions in the past. The 
most powerful fraud models (like the most powerful customer response models) are built 
on historical data. 

If the fraud response can be identified, it can be used to characterize the behavior of the 
fraudster in the specific fraud act and in historical data. The application of the term 
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supervised is drawn from the broader discipline of classification (see Chapter 9 for an 
introduction to the terms supervised and unsupervised). Supervised classifications are 
based on some measure of true class membership of a given entity. According to Bolton 
and Hand (2002), supervised modeling has the drawback that it requires “absolute 
certainty” that each event can be accurately classified as fraud or nonfraud. In addition, 
the authors note that any models of fraud can be used to detect only types of fraud that 
have been identified previously. 

Unsupervised methods of fraud modeling rely on detecting events that are abnormal. 
These abnormal events must be characterized by relating the events to symptoms 
associated with fraudulent events in the past. Statistical classification as fraud by 
unsupervised methods does not prove that certain events are fraudulent, but only 
suggests that these events should be considered as probably fraud suitable for further 
investigation. 

Link analysis is the most common unsupervised method of fraud detection. The process 
of performing link analysis is known as link discovery (LD). This discipline has its origin 
in discreet mathematics, graph theory, social science, and pattern analysis. The object of 
LD is to find hidden links among patterns that appear to be unrelated. The approach is 
to relate groups and activities to some behavior, such as fraud. LD is related in a 
broader context to the recent emergence of social network analysis. 

In traditional data mining, entities modeled are variables, which may be correlated 
(linked) to other variables in their effect on a target variable. In LD, entities are not 
variables, but rather are relationships between entities. LD evaluates the likelihood 
that a given pattern in a data set (expressible in a specific graphic data structure) 
matches some target pattern. In this regard, LD is very “platonic” in its search for truth, 
compared with the more Aristotelian approach of supervised methods of fraud detection. 

Another common unsupervised method is the application of Benford's law to detection of 
fraudulent financial reports. Benford's law states that in numerical lists involving real-
life processes and events, the leading digit is not distributed in a uniform manner 
(Benford, 1938). The digit 1 appears about a third of the time, and the digit with the 
lowest frequency is 9. This principle is attributed to Benford, but it was published 
earlier by Newcomb (1881). As director of the Nautical Almanac Office, Newcomb 
observed that pages of logarithm books were unevenly worn. Logarithms were used 
extensively in the calculation of nautical chart values. The earlier pages of the logarithm 
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books were more worn than the later pages. This observation led him to form the 
general principle that any list of numbers taken from any set of data will contain 
numbers beginning with the digit 1 more frequently than any other number. Benford's 
law can be applied to check the “normalcy” of street numbers, bill amounts, stock prices, 
or expense reports. This principle was derived from observations in the real world, but it 
remained unproved mathematically until Hill (1996) offered a formal proof. Checks 
against the relative frequencies of initial digits presented by Benford (1938) can be used 
to flag suspicious numerical lists. If the frequency of initial digits in a list is significantly 
different from the frequencies listed by Benford, then the list can be flagged as probable 
fraud. 

Despite the wide range of unsupervised methods of fraud detection in use today, in the 
interest of parsimony, we will consider only supervised methods of fraud detection for 
this study. 

Fraud prevention calls for measures to stop fraud from occurring in the first place. 
Fraud detection comes next once fraud prevention has failed as it involves identifying 
fraud as quickly as possible once it has been perpetrated (Bolton & Hand, 2002). By 
nature, fraud detection must be used and worked continuously as fraud evolves. It 
requires more sophisticated approach from preventative to detection. One of the modern 
approaches that can be used from the prevention to detection is called forensic 
accounting. According to Hansen (2009), computer forensics is currently the 
investigators best tools in detecting and implementation of white-collar investigations. 
Degboro and Olofinsola (2007) described forensic accounting as the application of 
criminalistics methods, and integration of accounting investigative activities and law 
procedures to detect and investigate financial crimes and related accounting misdeeds. 
According to Dhar and Sarkar (2010), forensic accounting, also called investigative 
accounting or fraud audit, is a merger of forensic science and accounting. Crumbley 
(2003) defined forensic science as the application of laws of nature to the laws of man. 
He described forensic scientists as examiners and interpreters of evidence and facts in 
legal cases that also offers expert opinions regarding their findings in court of law. 

Idowu (2009) stated that forensic accounting is important investigative tool for detection 
of fraud. Gray (2008) reported that the forensic accountants investigation include 
identification fraud. Gottschalk (2010) stated that the focus of forensic accounting is on 
evidence revealed by the examination of financial documents. 
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The evidence collected or prepared by a forensic accountant may be applied in different 
contexts. According to Curtis (2008), forensic accountants are essential to the legal 
system, providing expert services such as fake invoicing valuations, suspicious 
bankruptcy valuations, and analysis of financial documents in fraud schemes. 

Fraud Investigation. 

What is Fraud? 

• In criminal law, fraud refers to an intentional deception mad by an individual for 
personal gain or to defame another individual. The specific legal definition of “fraud” 
will vary based on location; however, in the majority of legal jurisdictions, a fraudulent 
act is a crime and a civil violation.  

• The act of defrauding people or business entities for monetary gain or prestige, 
involves the act of deceiving or misrepresenting oneself. Fraud is a nonviolent crime; 
however, the negative externalities it imposes can be equally debilitating.  

• A fraudulent act can be initiated through a number of mediums, including through the 
mail, wire, the Internet and phone. The international dimensions and the plethora of 
private information exchange don the web, combined with the ease with which users can 
blanket their profile or location, the difficulty of checking legitimacy online greatly 
perpetuates the growth of Internet fraud. 

• Common types of fraud include the following deceitful tactics: 

Contact a fraud lawyer to acquire legal advice and assistance. 

o Bankruptcy fraud 

o Committing fraud to obtain government benefits 

o Counterfeiting currency, valuable goods or documents 

o Embezzlement—taking money which an individual or entity entrusted with on behalf 
of another party 

o False advertising 

o False insurance claims 

o False billing 
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o Franchise fraud—real profits earned not by sales but by the transfer of new franchise 
licenses 

o Health Fraud—selling products known to be ineffective  

o Identity theft 

o Insurance Fraud 

o Ponzi Schemes 

o Moving scams 

o Marriage Fraud—obtain citizenship or immigration rights without proper entitlement 

o Securities fraud 

o Tax fraud—falsifying tax records or not reporting accurate revenue figures to avoid 
taxation. 

• The above examples all possess the following basic elements of fraud: there is a 
blatant misrepresentation of an existing fact; the attached good or service’s materiality; 
its falsity; the speaker’s has knowledge of the good or service’s falsity; the speaker’s 
primary intent is to mislead the plaintiff for personal gain; the plaintiff is ignorant 
towards the misrepresentation; and because of this the plaintiff suffers a monetary loss 
or punitive damage 

What is the Fraud Investigation Process like? 

• As stated before, fraud is intent to deceive; if a company promises something 
regarding a product, for example, in order to sell the good, they would be guilty of fraud 
if that product does not work as advertises. A fraud investigation attempts to determine 
whether fraud has occurred and tries to establish evidence if a fraudulent maneuver has 
occurred.  

• A fraud investigation will begin with a meeting between a fraud investigator and the 
party who is alleged to be deceived. The individual launching the fraud investigation 
must explain to the investigator why fraud has taken place; during this explanation the 
individual must hand over all evidence to spark the fraud investigation process.  
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• Once evidence has been exchanged, the fraud investigator will use the initial 
information to gather more evidence and facts concerning the fraudulent party. An 
investigator may use asset searches, background checks, employee investigations, 
testimonials and surveillance to conduct the fraud investigation.  

• In the majority of fraud investigations, the investigator will deal with white collar 
criminals—as a result of this classification, the fraud investigation will revolve around 
the review of complex financial documents. That being said, just as there are different 
forms of fraud, there are different types of fraud investigations. For example, an 
insurance fraud case will require the investigator to uncover those who make false 
claims to receive insurance compensation.  

• A fraud investigation is essential for victims of fraud; fraud costs the economy billions 
of dollars a year. As a result, stopping fraud or mitigating those externalities it imposes 
is in everyone’s best interests. 

According to Hopwood, Young and Leiner (2013), fraud investigation is the systematic 
process of gathering and reviewing evidence for the purpose of documenting the 
presence or absence of fraud. It involves the engagement process, the evidence collection 
process, the reporting process and the loss recovery process. Albrecht and Albrecht 
(2001) described forensic investigations as the utilization of specialized investigative 
skills in carrying out an enquiry conducted in such a manner that the outcome will have 
application to the court of law. 

According to Kasum (2009), the services of forensic accountants are more required in the 
public sector compared to the private sector. It is crucial to have forensic accountants 
function in the public sector in order to assist governments to detect, prevent and 
investigate fraud cases (Omar, Mohamed, Jomatin, and Haron, 2013). 

 

 

 

2.3. Theoretical Framework 

Over the years, a number of theories and models have been formulated through which 
the present day intellectual discuss on fraud theories is derived. According to Wolf and 
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Hermanson (2004), Crumbley, Heitger and Smith (2007), Eze (2015), the theories of 
fraud include the following differential association theory, fundamental observation 
theory, fraud diamond Theory, social learning theory, hyper motivation theory, anomie 
fraud theory, low handing theory, social control theory, differential opportunity theory, 
social ecology theory, rotten apply theory. 

Also many theories used for fraud detection, prevention and investigation. However, this 
study is anchored on three theories. These are  the Fraud Diamond, Fraud Box Key 
Model and Fraud triangle theory 

 

The fraud diamond theory 

Eze (2015) stated that the diamond theory of fraud explains an individual’s capability, 
personality traits and abilities contribute a major role in determining whether fraud 
may occur. According to Wolf and Hermanson (2004), Crumbley, Heitger and Smith 
(2007), the fraud perpetrator of fraud must have the necessary traits, abilities, or 
positional authority to pull off his crime. Eze (2015) further noted that while 
opportunities can open the doorways to fraud, incentive and rationalization will attract 
people to it, but such an individual must have the capability to recognize the open 
doorway as an opportunity and should be able to take an undue advantage of the 
identified loopholes 

 The fraud diamond theory was projected by Wolf and Hermanson (2004). This theory 
adds the fourth variable or element – capabilities to the three factor theory of fraud 
triangle. Without the right person with right capabilities, perpetrating fraud and 
executing its details will be difficult. They identified four observation traits for 
committing fraud. These are (i) authoritative position in the organization (ii) capacity to 
understand and exploit the organization’s systems of accounting and internal control 
(iii) confidence that they will not be detected, or if caught, they will get out of it easily 
(iv) capability to deal with the stress created within the additional variable introduced 
in the fraud diamond theory, the organization and the auditors have better knowledge of 
employees’ traits and abilities individually and this creates room for better assessment 
of the risk of fraudulent behaviours. Due to the capability of persons who engage in 
fraudulent activities, the need for skilled, trained and experienced experts like the 
forensic auditor becomes sacrosanct. 
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Fraud triangle theory  

This theory is credited to American Criminologist Donald Cresset (1950) but widely 
published in 1953 in a book called “Other people’s money”. The fraud triangle assumes a 
framework upon which forensic accountant identifies or suspect fraud. The theory can 
be used to trace the cause of fraud and weakness in the system. As the name implies, 
the fraud triangle concept centered on the three important factors that built up a 
triangle; pressure, opportunity and Opportunity. 

Pressure/Incentive-Pressure is central to the causes of fraud. Most pressure comes 
from a significant financial need or problem. Lister (2007) cited in Bassey (2018) states 
that there are three types of motivation or pressure; personal pressure to pay for 
lifestyle, employment pressure from continuous compensation structures, or 
management's financial interest, and external pressure such as threats to the Business 
Financial stability, financial covenants, and market expectations.  

Opportunity-Weak internal control system and poor management oversight function on 
internal control implementation remained the major factors the enable employee to 
commit fraud. By this, employees commit fraud using their position because they have 
the opportunity to access Assets and information that allows them obscure their 
fraudulent deeds. It is true that employees need access to certain platform to perform 
their jobs. The same access can provide the employee with opportunity to commit fraud. 

Rationalization-This is another cause of fraud. This represents an attempt by 
employees to justify why they commit fraud. Okoye, Maimako, Jugu and Jat (2017) in 
an attempt to highlight more on rationalization, they put it that an individual does not 
commit fraud unless he/she can justify it as consistent with his/her own personal code of 
ethics. In the words of Bassey (2018) rationalization is an act of employee who commits 
fraud to give reasons for his action.  

Fraud Box Key Model The fraud box key model was championed by Okoye and Onodi 
in 2014 as an immediate response to the inefficiencies of the fraud triangle and fraud 
Diamond Theories. According to Okoye, Maimako, Jugu and Jat (2017), Okoye and 
Onodi achieved this by transforming the Fraud Diamond Model into a Fraud Box Key 
model by adding a fifth perspective “Corporate Governance”, in order to show the 
overbearing function of Corporate Governance on the four other perspective i.e., 
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pressure, opportunity, rationalization and capacity of the previous Fraud Diamond and 
Fraud Triangle Models. The Corporate Governance represents the master key response 
the lapses of fraud Diamond Theory as it is believed that the fraudster’s thought process 
will amount to thinking inside the box if there is good Corporate Governance, but; if 
corporate governance is however mal-handled, it opens up the fraudster thought process 
thereby paves way for fraud to occur. To Okoye, Maimako, Jugu and Jat (2017), the key 
of good corporate governance is firmly used to lock down the functionalities or bye 
product effects of the four other elements of the fraud triangle and fraud diamond 
theories in the Fraud Box Key Model. 

 

2.4. Empirical Literature 

Many researchers attempted to examine the effect of forensic accounting on 
corporate fraud detection. 
S.J Inyada, D.O Olopade & John Ugbede (2019) examine the effect of Forensic 
Audit on Bank Fraud in Nigeria. The unprecedented increase in cases of bank 
frauds in Nigeria has made the application of forensic audit an indispensable 
tool in the audit cycle. Forensic audit skills are contemporary and diagnostic 
audit tools that help in the detection, prevention and reduction of frauds. 
Forensic audit skills give not only greater and current insight into the banks’ 
internal control measures and risk management techniques but also made 
available the technical capability for the detection, prevention and reduction of 
frauds. The survey design was employed and the sample of the study was 128 
out of a population of 165. The data were analyzed using the ordinary least 
square (OLS) regression model. The findings show that forensic audit helps in an 
enhanced bank fraud detection and prevention. Furthermore, the results show 
that forensic audit is not just an effective tool but also an efficient tool for the 
detection, prevention and reduction of bank fraud in Nigeria. It is therefore 
recommended that forensic audit should be highly embraced by specialized 
institutions like bank and insurance companies to ensure that fraud cases are 
speedily detected and adequately prevented. Also, a separate body should be 
constitutionally established and mandated for the training and retraining of 
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forensic auditors.  The major critic in this study was that investigation was not 
take note of and does not express expectation Gap. 

Adeniyi A. Alao (2014) examined the effect of forensic auditing on financial fraud in 
Nigerian (DMBs). The study adopted cross sectional survey design. The population of 
the study comprised the staff of banks and audit firms in Abeokuta, Ogun State. The 
study used purposive sampling technique for questionnaire administration while logistic 
regression analysis was used for data analysis. The results of the study revealed that 
forensic audit has significant effect on financial fraud control in Nigerian (DMBs) with P 
value (0.007) which is less than 0.05 and that forensic audit report significantly 
enhances court adjudication on financial fraud in Nigeria with P value (0.000) which is 
less than 0.05. The study concluded that the application of forensic audit to tackle 
financial fraud in Nigerian (DMBs) is still at the infant stage. The study recommended 
that organisations should have a strong internal control system in place to reduce the 
occurrence of fraud.  The critic on this study was that the researcher did not define the 
population of the study to justify his findings and recommendations 

Sule, Ibrahim, & Sanni (2019) examine the effect of Forensic auditing /accounting 
investigation in detecting financial fraud in Nigeria. According to him, the need for 
forensic accounting service has been widely recognized in most developed countries. 
However, in developing countries, forensic accounting service is still receiving the 
attention of regulators and professional accounting bodies. This paper discusses whether 
the use and application of forensic accounting investigation have an effect in detecting 
financial fraud in Nigeria. The study relied on previous literature on forensic accounting 
and its application techniques. The review of this paper shows that forensic accounting 
service has a significant effect in detecting financial fraud. The review also indicated 
that forensic accounting investigation is a step forward on the discovery of financial 
fraud and other fraudulent exercises in Nigeria. In view of this, the paper suggests that 
the professional accounting bodies such as the Institutes of Chartered Accountants of 
Nigeria (ICAN) and Association of National Accountants of Nigeria (ANAN) should 
encourage specialization on forensic accounting service among the professional 
accountants in practice. This could possibly help to reduce financial fraud and related 
fraudulent activities in both public and private organizations in Nigeria.  The major 
critics in this work was that it relied on pervious literature without recourse to field and 
survey information.    
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 Ogundana, Okere, Ogunleye, &Oladapo (2018) examined the role of the forensic 
accountant in the prevention and detection of fraud in the Nigeria banking sector. The 
study adopted the Survey research design while the source of data is the primary data 
and the data sourced was greened from copies of the questionnaire administered to 
selected banks. Three (3) hypotheses were formulated and tested using Simple 
regression at a significant level of 5%, Independent T-test and Oneway Anova. Findings 
revealed a negative significant relationship between IFRS adoption and foreign direct 
investment of Nigeria banks. Findings also revealed that between forensic accounting 
has a significant impact on fraud prevention and detection. In addition, the findings of 
this study also revealed that there is a low level of the awareness of forensic accounting 
in the Nigeria banking industry. Consequently, the study recommended that Nigerian 
Government should provide the enabling environment for forensic accounting profession 
to thrive in the country by strengthening the legal, educational and political frame work 
in the country. Keywords: Auditing; Detection; Fraud; Forensic; Prevention; 
Investigation Abbreviations: CBN: Central Bank of Nigeria; BOFIA: Banks and Other 
Financial Institutions; EFCC: Economic and Financial Crimes Commission; ICPC: 
Independent Corrupt Practices Commission; GAAP: Generally Accepted Accepted 
Accounting Practice. The major critic in this study was the generality of banks without 
specific population.                                                                                                                                                                                     

Ademola (2001) examined the effect of forensic accounting on corporate fraud 
and performance outcome in the Nigerian manufacturing sector. Using a match 
sample of three hundred and six (306) manufacturing firm registered with the 
manufacturing association of Nigeria (MAN). Three revealed that corporate 
fraud is on the increase in this sector of the economy, and the reason is that most 
senior 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. 
In their 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 participants consisting of accountants, management staff, 
practicing auditors and stakeholders. The authors employed binomial test for 
data analysis and found that there is significant agreement among stakeholders 
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on the effectiveness of forensic accounting in fraud control, financial reporting 
and interval control quality. 
Okunbor and Obaretin (2015) examined the effectiveness of the application of 
forensic accounting services in Nigeria Corporate organization in a sample of ten 
companies quoted in the Nigeria Stock Exchange by employing simple regression 
model for the test hypothesis. The study revealed that the application of forensic 
accounting services by corporate organization in Nigeria is not effective in 
determining fraudulent activities. 
Owojori and Asaolu (2013) 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 cub resolve economic and financial 
crimes in Nigeria economy. 
Okoye and Gbegi (2013) employed simple mean and standard deviation to 
investigate forensic accountants to planning management fraud risk detection 
procedures. They also use multivariate analysis of variance and analysis of 
variance ANOVA to compare their study with that of Asare& 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 
out that forensic accountants should be involved in the risk of management 
fraud assessment process than consulting them 
Enofe, Utomwen and Danjuma (2015) studied 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 banks. Primary data was 
used for the purpose of the research. The research work employed the use of 
structured questionnaire in eliciting the required data needed to test the 
formulated hypothesis. Regression analysis was utilized as the method of data 
analysis. The study revealed that there is need for forensic accountants in the 
Nigerian banking system as it is an effective tool for addressing financial crimes 
in banking. 
Onurah and Ebimobowei (2014) employed survey design to examine the effect of 
forensic accounting services in fraud detections in Nigerian banks by the use of 
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Augmented Dickley-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 banks. 
 
Olofinsola (2016) in his exploration of the relevance of forensic accounting in 
Nigeria found that through forensic accounting has helped in fraud detection; it 
is lacking statutory back up. Hence, it has not significant impact in tackling 
corruption in Nigeria. 
Izedonmi and Ibadin (2015), examined forensic accounting and financial crimes; 
looking at some bank common financial crimes in corporate organizations, 
resting the focus on Nigeria, and by extension, the developing world. They 
revealed that the motivations for financial crimes are built around some risk 
factors, such as incentives (or pressure) opportunity and rationalization 
surrounding the financial criminals. 
Asusu (2019) investigated the effect of forensic auditing on reducing fraud cases 
in Nigeria money deposit banks. He used survey research design and primary 
data through questionnaire distributed among auditor, operational manager and 
general managers of in DMB in Nigeria. He used ordinary lest square to 
analyses the data and he found out that there is a statically significant 
association between forensic auditing and internal control system and cash 
management system but no significant association with loan processing and 
repayment system. He recommended that adoption of forensic auditing in 
addition to the external audit of DMB in Nigeria. 
Inyada, Olopade and Ugbede (2019) examined the effect of forensic audit and 
bank fraud in Nigeria. They used survey design and ordinary least square 
regression model to analyze their data. They found out that forensic audit helps 
in enhanced bank fraud detection and prevention and recommended that 
forensic audit should be highly embraced by specialized institutions like banks 
and insurance. 
Also Ogiriki (2018) assessed forensic accounting and auditing techniques on public 
sector fraud in Nigeria. They used multiple regression analysis to analyze the data 
collected and found out that the relationship between forensic accounting and auditing 
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techniques and public sector fraud detection, investigation and prevention in Nigeria 
are statically significant. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

CHAPTER THREE 

METHODOLOGY 

3.1 Introduction  
This chapter discusses the procedure adopted to conduct the research. The 

discussion is divided into sub-headings among others are sources of data, Questionnaire 
design, Population of study, determination of sample size, administration of 
questionnaire, method of data analysis. 

1.2. Research design 
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This study adopted survey design as a research. The study employed the use of primary 
data with aid of questionnaire to collect data from respondents in order to achieve the 
stated objective of the study. 

1.3. Population of the Study 
Population for this study is the 110 staffs of the various   deposit money banks selected.  

1.4. Sample Size: 
The sample size for the study was the Eleven (11) (Wema, Zenith, Unity, Union, 
Sterling, Guaranty Trust, First, Diamond, FCMB and Access) deposit Money Banks that 
was listed on the Nigeria Stock Exchange as at 1st January 2019. One hundred and ten 
(110) questionnaires were randomly distributed to bank’s staff in Lokoja, Kogi State and 
Abuja branches. One hundred (106) were submitted. 

 

1.5. Sampling Techniques 
Convenient and simple random sampling technique was used in this study, it is adopted 
because the study is limited to the Nigeria Deposit Money Banks, and the questionnaire 
were distributed to respondent around the locality of the researcher. In which to the 
best knowledge of the researcher will be good for generalization for all other branches of 
the 11 banks since they are been guided with the same rule, regulation and policy. 

3.6. Method of data collection  

  According to Olannye (2006), data collection is the gathering of relevant information 
for addressing the questions raised in the research and the problem statement.   The 
method of data collection to be used in this study is the primary source of data. Data 
were sourced from management staff of the banks through distribution of 
questionnaires and answers were provided.     

3.7 Model Specification 
This study examined the effectiveness of Forensic Auditing in detecting, investigating 
and preventing Deposit Money Banks fraud in Nigeria. Forensic Audit (FA) as a 
function of Fraud Cases Reduction which is proxy by Fraud Detection (FD), Fraud 
Prevention(FP) and Fraud Investigation (FI). The function is represented as follows. 

FA = ƒ (FD, FP, FI) 
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The model is thus specified as: 

FA = β0 + β1FD + β2FP + β3FI + µt 

Where: FA = Forensic Audit  

FD = Fraud Detection 

FP = Fraud Prevention 

FI = Fraud Investigation 

µt = Error term. 

β0…β2 = Regression coefficients of the model. 

A priori expectation: β1 > 0 and β2 > 0 

 

3.8 Questionnaire design 
The major instrument used for the study was the questionnaire. The questionnaire 
instrument wa divided into two part. Part One solicited relevant personal data and 
others (if any) from the respondent but without divulging their identity. While part two 
involved responding to five point likerts scale weighted as strongly agree = 5, Agree = 4,     
Undecided = 3, strongly disagreed = 2 and Disagree =1 

Part two has a total of thirty five questions which set out to examine the 
“effectiveness of forensic auditing in detecting, investigating and preventing bank 
frauds” which is under study.  

The questions were constructed in a way that responses arising there from which 
provide answers that would enable the researcher to analyze data either to accept or 
reject the hypotheses. 3.8. Administration of questionnaire  

For effective administration of questionnaire, the questionnaires were distributed to 
staff in various department (customer service, fund transfer, retail marketing, corporate 
marketing, cash service, account and clearing, E-banking, commercial banking and 
foreign operations) of the branch 

3.8.1 Validity and Reliability tests 
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A research design or research/ measuring instrument are said to be valid when it 
measures the characteristic of the variables it is when it actually measured what is 
supposed to measure. Thus, validity refers to the authenticity of the research 
instruments as a measure of behaviors. 

The reliability of a research instrument is simply its consistency, accuracy, stability, 
precision or dependability. It is the consistency between independent measurements of 
the same phenomenon. Thus a research instrument is reliable when it is consistently 
measures what it sets to measure. The reliability of a research instrument is measured 
by the use of Cronbach’s Alpha method and correlation or reliability coefficient 

Inter-Item Correlation Matrix 

 FA1 FA2 FA3 FA4 FA5 FA6 FA7 FA8 FA9 

FA1 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA2 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA3 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 
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Reliability Statistics 

Cronbach's 
Alpha 

Cronbach's Alpha 
Based on Standardized 
Items N of Items 

1.000 1.000 9 

 

 

Item Statistics 

 Mean 
Std. 
Deviation N 

FA1 4.3208 .48887 106 

FA2 4.3208 .48887 106 

FA3 4.3208 .48887 106 

FA4 4.3208 .48887 106 

FA5 4.3208 .48887 106 

FA4 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA5 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA6 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA7 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA8 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA9 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 
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FA6 4.3208 .48887 106 

FA7 4.3208 .48887 106 

FA8 4.3208 .48887 106 

FA9 4.3208 .48887 106 

 

 

3.10. Method of data analysis 

The demographic data collected from respondents shall be summarized into 
tables and analysis using descriptive statistic (Mean). In testing the validity and 
the reliability of the instrument we will use Cronbach’s Alpha method to check 
the internal consistency of the variables and spearman rank correlation will be 
used in testing the hypotheses of the study.  Spearman rank correlation is a non-
parametric test that is used to measure the degree of association between two 
variables.  The Spearman rank correlation test does not carry any assumptions 
about the distribution of the data and is the appropriate correlation analysis 
when the variables are measured on a scale that is at least ordinal. 
The following formula is used to calculate the Spearman rank correlation: 

 

ρ= Spearman rank correlation 
di= the difference between the ranks of corresponding variables 
n= number of observations 
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CHAPTER FOUR 

DATA PRESENTATION AND ANALYSIS 

4.1. Introduction 

This chapter contains the presentation, analysis and interpretation of the data collected 
for the study. Consequently it contained the statistical techniques to provide basis for 
the testing of the research hypotheses. It is a vital part of any research since it forms the 
basis for recommendation and conclusion at the end of the research. The demographic 
data of the respondent were analyze first follow with the test for reliability and the test 
of hypotheses. The results are presented and interpreted below. 

4.2. Data Presentation  

Statistics 

 GENDER AGE 
QUALIFICAT
ION 

DEPARTME
NT 

WORK_EXPE
RIENCE 

MARITAL_S
TATUS 

N Valid 106 106 106 106 106 106 

Missing 0 0 0 0 0 0 
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Mean 1.5094 1.7170 1.4340 4.5660 1.7830 1.5094 

Median 2.0000 2.0000 1.0000 4.5000 2.0000 1.0000 

Mode 2.00 2.00 1.00 5.00 2.00 1.00 

Std. Deviation .50229 .68667 .51675 2.19531 .69013 .57313 

Variance .252 .472 .267 4.819 .476 .328 

Sum 160.00 182.00 152.00 484.00 189.00 160.00 

 

  

Table 4.2.1. 

GENDER 

 Frequency Percent 
Valid 
Percent 

Cumulative 
Percent 

Valid male 52 49.1 49.1 49.1 

female 54 50.9 50.9 100.0 

Total 106 100.0 100.0  

 

Source: SPSS output 

Table 4.2.1 above , which is the descriptive table of value showing the gender of 
respondents, from the result, it can be ascertain that 52% of the respondent are male 
while 54% are female, hence we concluded that the male respondent are higher than the 
female respondents. 

 

Table 4.2.2 

AGE 
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 Frequency Percent 
Valid 
Percent 

Cumulative 
Percent 

Valid below 30years 42 39.6 39.6 39.6 

30-40years 54 50.9 50.9 90.6 

41 - 50years 8 7.5 7.5 98.1 

above 50years 2 1.9 1.9 100.0 

Total 106 100.0 100.0  

 

Source: SPSS output 

Table 4.2.2 above, which is the descriptive table of value showing the age of 
respondents, from the result, it can be ascertain that 42% of the respondent are below 
30years of age, 54% are between the age of 30 to 40years, 8% are between the age of 41 
to 50years and 2% are above 60years, hence we concluded that respondents between the 
age of 30 to 40years are highest. 

 

 

 

 

 

 

Table 4.2.3. 

QUALIFICATION 

 

Freq
uenc
y Percent 

Valid 
Percent 

Cumulative 
Percent 
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Valid HND/BSc./ BA 61 57.5 57.5 57.5 

MSc./MBA 44 41.5 41.5 99.1 

Ph.D 1 .9 .9 100.0 

Total 106 100.0 100.0  

Source: SPSS output 

Table 4.2.3 above, which is the descriptive table of value showing the qualifications of 
respondents, from the result, it can be ascertain that 61% of the respondent are 
HND/BSc./ BA graduates, 44% are having MS./MBA, 1% are having Ph.D. hence we 
concluded that respondents  having HND, BSc./BA were highest . 

 

Table 4.2.4. 

 

DEPARTMENT 

 
Frequenc
y Percent 

Valid 
Percent 

Cumulative 
Percent 

Valid Customer service 6 5.7 5.7 5.7 

Fund transfer 16 15.1 15.1 20.8 

Retail  marketing 15 14.2 14.2 34.9 

Corporate 
marketing 

16 15.1 15.1 50.0 

Cash service 22 20.8 20.8 70.8 

Account and 
clearing 

11 10.4 10.4 81.1 

E-Business 6 5.7 5.7 86.8 
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Commercial 
Banking 

7 6.6 6.6 93.4 

Foreign operation 7 6.6 6.6 100.0 

Total 106 100.0 100.0  

Source: SPSS output 

Table 4.2.4 above, which is the descriptive table of value showing the professional status 
of respondents, from the result, it can be ascertain that 6% of the respondent were in 
customer service , 16% were in fund transfer, 15% were in  retail marketing, 16% were 
in corporate marketing, 22% were in  cash service department, 11% were in account and 
clearing, 6% in e-banking, 7% were in commercial banking and 7% were in foreign 
operations department, hence we concluded that cash services department were the 
highest . 

 

Table 4.2.5. 

 

WORK_EXPERIENCE 

 
Freque
ncy Percent 

Valid 
Percent 

Cumulative 
Percent 

Valid 1-5years 38 35.8 35.8 35.8 

6-10years 54 50.9 50.9 86.8 

11-15years 13 12.3 12.3 99.1 

16 and above 1 .9 .9 100.0 

Total 106 100.0 100.0  

Source: SPSS output 

Table 4.2.5 above, which is the descriptive table of value showing the work experience of 
respondents, from the result, it can be ascertain that 38% of the respondent has 1 to 
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5years experience, 54% has 6 to 10years experience, 13% has 11 to 15years experience 
and 1% has 16years and above experience, hence we concluded that respondent that has 
6-10years were the highes 

 

Table 4.2.6 

MARITAL_STATUS 

 
Frequenc
y Percent 

Valid 
Percent 

Cumulative 
Percent 

Valid Single 55 51.9 51.9 51.9 

Married 49 46.2 46.2 98.1 

Seperate
d 

1 .9 .9 99.1 

Divorced 1 .9 .9 100.0 

Total 106 100.0 100.0  

Source: SPSS output 

Table 4.2.4 above, which is the descriptive table of value showing the marital status of 
respondents, from the result, it can be ascertain that 55% were single  , 49% were 
married, 1% were separated  and 1%  was divorced, hence we concluded that the 
married were the highest . 

 

 

 

Table 4.2.7 

Variables Cranach’s Alpha 
Value 
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Forensic Audit (FA) 1.00 

Fraud Detection (FD) 1.00 

Fraud Prevention (FP) 1.00 

Fraud Investigation (FI) 0.994 

Source: SPSS output 

Using the rule of Geory and Mallery (2003), the table 4.2.7 above which shows the 
reliability test of the variable. The result for all variable shows an excellent result. 
Based on this we assumed that the degree to which an instrument yields is consistent. 

 

4.3. Test of hypotheses 

Decision rule: we accept the null hypothesis if the probability value for the coefficient 

alpha rho is >0.05 significant level and otherwise we reject the null and accept the 

alternate hypothesis 

 

Hypothesis I 

Table 4.3.1 

Correlations 

 F_A F_D 

Spearman's 
rho 

F_A Correlation 
Coefficient 

1.000 .575** 

Sig. (2-tailed) . .000 

N 106 106 

F_D Correlation 
Coefficient 

.575** 1.000 
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Sig. (2-tailed) .000 . 

N 106 106 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: SPSS output 

 

From the table 4.3.1 above , focusing on the performance of the correlation coefficient 
above , we observed that the value for the  correlation coefficient is 0.575 which shows a 
strong positive  relationship and the p value shows 0.000 which means the relationship 
is statically significant. It is significant both at 0.05 and 0.01 alpha value.This implies 
that there is a strong positive and statically significant relationship between forensic 
audit and fraud detection in Money deposit Banks in Nigeria.  Based on this premises 
we reject our null hypothesis 1 that says, there is no relationship between forensic audit 
and fraud detection and accept our alternate hypothesis that says there is a significant 
relationship between forensic audit and fraud detection in Money deposit Banks in 
Nigeria .  

 

Hypothesis II 

Table 4.3.2 

 

Correlations 

 F_A F_P 

Spearman's 
rho 

F_A Correlation 
Coefficient 

1.000 .737** 

Sig. (2-tailed) . .000 

N 106 106 
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F_P Correlation 
Coefficient 

.737** 1.000 

Sig. (2-tailed) .000 . 

N 106 106 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: SPSS output 

From the table 4.3.2 above , focusing on the performance of the correlation coefficient 
above , we observed that the value for the  correlation coefficient is 0.737 which shows a 
strong positive  relationship and the p value shows 0.000 which means the relationship 
is statically significant. It is significant both at 0.05 and 0.01 alpha value. This implies 
that there is a very strong positive and statically significant relationship between 
forensic audit and fraud prevention in Money deposit Banks in Nigeria.  Based on this 
premises we reject our null hypothesis 1I that says, there is no relationship between 
forensic audit and fraud prevention and accept our alternate hypothesis that says there 
is a significant relationship between forensic audit and fraud prevention in Money 
deposit Banks in Nigeria .  

 

 

Hypothesis III 

 

 

 

 

Table 4.3.3 

Correlations 

 F_A F_I 
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Spearman's 
rho 

F_A Correlation 
Coefficient 

1.000 .881** 

Sig. (2-tailed) . .000 

N 106 106 

F_I Correlation 
Coefficient 

.881** 1.000 

Sig. (2-tailed) .000 . 

N 106 106 

**. Correlation is significant at the 0.01 level (2-tailed). 

Source: SPSS output 

5.1. From the table 4.3.3 above , focusing on the performance of the correlation 
coefficient above , we observed that the value for the  correlation coefficient is 
0.881 which shows a strong positive  relationship and the p value shows 0.000 
which means the relationship is statically significant. It is significant both at 
0.05 and 0.01 alpha value. This implies that there is a strong positive and 
statically significant relationship between forensic audit and fraud investigation 
in Money deposit Banks in Nigeria.  Based on this premises we reject our null 
hypothesis 1II that says, there is no relationship between forensic audit and 
fraud investigation and accept our alternate hypothesis that says there is a 
significant relationship between forensic audit and fraud investigation in Money 

deposit Banks in Nigeria . Discussion of Findings 
The empirical analysis show that there is a strong positive and statically significant 
relationship between forensic audit and fraud detection, which was also supported the 
research of Ogiriki  and Appah, (2018) and Inyaada, Olopade and Ugbede (2019)  but 
contradict that of Asusu (2019).  Also, exist a strong positive and statically significant 
relationship between forensic audit and fraud prevention and investigation which 
support the research work that was carried out by Modugu and Anyaduba (2013) and 
contradict that of Okunbor and Obaretin (2015). 
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CHAPTER FIVE 

SUMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS 

5.2. Introduction 
The study attempted to empirically examine the relationship between the 
implementation of international financial reporting standards and Nigeria economic 
growth. This chapter deals with the summary of findings, conclusion and 
recommendations. 

 

5.3. Summary of Findings 
The findings of the study can be summarized as follows: 

1. There is positive significant and statically significant relationship between 
forensic audit and fraud detection in Nigeria Money deposit Banks. 

2. There is positive significant and statically significant relationship between 
forensic audit and fraud prevention in Nigeria Money deposit Banks 

3. There is positive significant and statically significant relationship between 
forensic audit and fraud investigation in Nigeria Money deposit Banks 

 

5.4. Conclusion 
The prevalent increases in financial fraud have affected many corporate organizations 
including the financial sector in the world. This stirred the need for forensic audit to 
uncover fraud and any other corporate financial irregularities. The review of this paper 
shows that forensic audit has a significant effect in detecting financial fraud in Nigeria 
deposit money banks. Therefore, the results strongly support the use and application of 
forensic audit towards detecting financial fraud. The adoption of a forensic accounting 
service will be significant and positively ensures the successful detection of fraud. 
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5.5 Recommendations  
Based on the study’s findings, it was discovered that the application of forensic auditing 
to tackle financial fraud in Nigerian deposit money banks is still at the infant stage and 
there is the need to sharpen it up. However, based on the focus of the study, the 
hypotheses were set to ascertain the extent to which each of the independent variables 
affect the dependent variables using regression analysis. The study revealed that the 
independent variables have significant effect on the dependent variables depending on 
the kind and nature of relationship between them.  

Also, it was concluded based on the study’s analysis that forensic auditing has 
significant effect on financial fraud control in Nigerian Deposit Money Banks and that 
forensic audit report can significantly enhance court adjudication on financial fraud in 
Nigeria.  

Having ascertained the effect of forensic auditing on financial fraud in Nigerian 
Deposit Money Banks through the various hypotheses formulated for the study, it is 
however recommended based on the study’s findings that:  

(i) As the institution of sound internal control system is part of the responsibility of the 
management, every organisation’s management should strive to have in place within 
the organisation a functional and strong internal control system.  

(ii) Negation of sit tight syndrome. Experience had shown that frauds are normally 
discovered when the incumbent of a post is either on leave or is transferred to another 
section of the organisation.  

(iii) Nigerian commercial banks should scrap the policy of employing contract staff and 
engage the services of permanent staff for most of their operations.  

(iv) The ongoing Central Bank of Nigeria (CBN) campaign for the enrolment of bank 
customers for the Bank Verification Number (BVN) should be embraced, strengthened 
and improved upon by all commercial banks operating in the country.  

(v)  Employees should be allowed to engage in training and development on the 
application of internal control measures at their work place and also the knowledge of 
forensic accounting / auditing as recently imbibed by the Nigerian federal government.  

(vi) Above all, the senior officials of various organisations most especially Nigerian 
banks who do engage in different form of fraud activities (either with or without the 
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concurrence of the board of directors) should try and reduce or put a stop to their level 
of violating or going in contrary to the organisations’ internal control measures 

5.5 Suggestions for further study 

Being a relatively new concept, especially in Nigeria, there has not been much studies 
done in relation to forensic auditing and its Perfectiveness in preventing, detecting and 
investigating bank frauds in Nigeria. It is therefore the suggestion of the researcher 
that further studiers should be carried out on the topic. 

Moreover, this study took a look at the banking sectors. It is therefore important that 
the studies should be carried out in the public and private sectors because it is the belief 
of the researcher that the public and private sectors are not exempted from the issue of 
fraudulent practices in Nigeria. 
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effectiveness of forensic auditing in detecting, investigating and preventing bank frauds 
in Nigeria. He needs your cooperation and honest information to enable him carries out 
his research. 

I assure you confidentially of any information supplied by you. 
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Section A 

Instruction please tic and fill in as appropriate 

Gender:  (a) Male   [  ] (b) Female [  ] 

Age:  (a) below 30years [  ] (b) 30-40 years [  ] (c) 41-50years (d) above 50years [  ] 

Highest education qualification: (a) HND/BSc./BA [  ] (b) MSc. / MBA [  ] (c) Ph.D. [  
] 

Department/ Status: (a) Customer service [  ] (b) Fund transfer [  ] (c) Retail 
Marketing [  ] (d) Corporate marketing [  ] ( e ) Cash services [ ] (f ) Accounts and 
clearing [  ] (g)E- Business [  ] (h) Commercial Banking [  ]  (i) Foreign operations [  ] 

Work experience:  (a) 1-5years [  ] (b) 6- 10years [  ] (c) 11-15years (d) 16 and above 
years [  ] 

Marital status:  (a) Single [  ] (b) married [  ] (c) Separated [  ] (d) Divorced [  ] 

 

Section B 

In this Section, Kindly indicate the extent of your agreement with the statement below 
by ticking [√] one of the spaces provided. Where SA = Strongly Agreed, A = Agreed, N = 
Neutral, DS = Disagreed and SD = Strongly Disagreed 

Items Statement SA A N DS SD 

Forensic 
audit 

Area of application of  forensic cover the following in my bank: 

FD1 Controlling  financial statement fraud       

FD2  Detection of  scandal in the bank      
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FD3 Enhancing financial reporting quality      

FD4 Guarantee the well-being of the bank      

FD5 Detection of economic crime      

FD6 Detection of employee theft      

FD7 Establishing effective line of communication      

FD8 Ensuring compliance with banking 
regulations 

     

FD9 Monitoring and evaluating the internal 
control system 

     

Fraud Detection      

FD1 Unusual credit activity, such as an increase 
in number of unauthorized accounts 

     

FD2 Notification of unauthorized charges or 
transaction on customer accounts 

     

FD3 Raising of company cost without any 
corresponding immediate diver 

     

FD4 An increase in number of customer 
complaints 

     

FD5 Unexplained wealth by an employee and a 
high life style change 

     

Fraud Prevention      

FP1 There is reliable and independent audit 
committee 

     

FP2 There is a reliable forensic audit department 
in my bank 

     

FP3 There is independent board of directors      
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FP4 There is proper delegation of duty for all 
staff 

     

FP5 My bank employee qualified and competent 
staff 

     

FP6 My bank send staff for future studies      

FP7 The bank allow staff to further their 
educational career 

     

       

Fraud Investigating       

FI1 My bank perform financial report review      

FI2 We perform electronic evidence recovery      

FI3 There is fraud risk assessment      

FI4 We perform examination of source 
documents 

     

FI5 We look for alleged fraud or illegal activities      

FI6 There is structure regulatory compliance 
strategies 

     

FI7 We probe suspect financial transaction      

 

 

 

 

 

Notes 
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Output Created 23-FEB-2020 21:08:59 

Comments  

Input Data C:\Users\HP\Desktop\ekunday
o\ADAMS DATA.sav 

Active Dataset DataSet1 

Filter <none> 

Weight <none> 

Split File <none> 

N of Rows in Working 
Data File 

106 

Missing Value 
Handling 

Definition of Missing User-defined missing values are 
treated as missing. 

Cases Used Statistics are based on all cases 
with valid data. 

Syntax FREQUENCIES 
VARIABLES=GENDER AGE 
QUALIFICATION 
DEPARTMENT 
WORK_EXPERIENCE 
MARITAL_STATUS 

  /STATISTICS=STDDEV 
VARIANCE MEAN MEDIAN 
MODE SUM 

  /ORDER=ANALYSIS. 

Resources Processor Time 00:00:00.02 

Elapsed Time 00:00:00.02 
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[DataSet1] C:\Users\HP\Desktop\ekundayo\ADAMS DATA.sav 

 

Reliability 

 

Notes 

Output Created 23-FEB-2020 21:32:24 

Comments  

Input Data C:\Users\HP\Desktop\ekunday
o\ADAMS DATA.sav 

Active Dataset DataSet1 

Filter <none> 

Weight <none> 

Split File <none> 

N of Rows in Working 
Data File 

106 

Matrix Input  

Missing Value 
Handling 

Definition of Missing User-defined missing values are 
treated as missing. 

Cases Used Statistics are based on all cases 
with valid data for all variables in 
the procedure. 
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Syntax RELIABILITY 

  /VARIABLES=FA1 FA2 FA3 
FA4 FA5 FA6 FA7 FA8 FA9 

  /SCALE('ALL VARIABLES') 
ALL 

  /MODEL=ALPHA 

  /STATISTICS=DESCRIPTIVE 
SCALE CORR 

  /SUMMARY=TOTAL. 

Resources Processor Time 00:00:00.02 

Elapsed Time 00:00:00.02 

 

Scale: ALL VARIABLES 

Inter-Item Correlation Matrix 
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Case Processing Summary 

 N % 

Cases Valid 106 100.0 

Excludeda 0 .0 

Total 106 100.0 

a. Listwise deletion based on all variables 
in the procedure. 

 

 

 FA1 FA2 FA3 FA4 FA5 FA6 FA7 FA8 FA9 

FA1 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA2 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA3 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA4 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA5 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA6 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA7 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA8 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FA9 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 
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Reliability Statistics 

Cronbach's 
Alpha 

Cronbach's 
Alpha Based 
on 
Standardized 
Items N of Items 

1.000 1.000 9 

 

 

Item Statistics 

 Mean 
Std. 
Deviation N 

FA1 4.3208 .48887 106 

FA2 4.3208 .48887 106 

FA3 4.3208 .48887 106 
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FA4 4.3208 .48887 106 

FA5 4.3208 .48887 106 

FA6 4.3208 .48887 106 

FA7 4.3208 .48887 106 

FA8 4.3208 .48887 106 

FA9 4.3208 .48887 106 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Item-Total Statistics 
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Scale Mean if 
Item Deleted 

Scale 
Variance if 
Item Deleted 

Corrected 
Item-Total 
Correlation 

Squared 
Multiple 
Correlation 

Cronbach's 
Alpha if Item 
Deleted 

FA1 34.5660 15.296 1.000 . 1.000 

FA2 34.5660 15.296 1.000 . 1.000 

FA3 34.5660 15.296 1.000 . 1.000 

FA4 34.5660 15.296 1.000 . 1.000 

FA5 34.5660 15.296 1.000 . 1.000 

FA6 34.5660 15.296 1.000 . 1.000 

FA7 34.5660 15.296 1.000 . 1.000 

FA8 34.5660 15.296 1.000 . 1.000 

FA9 34.5660 15.296 1.000 . 1.000 

 

 

Scale Statistics 

Mean Variance 
Std. 
Deviation N of Items 

38.8868 19.358 4.39983 9 
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Reliability 

 

Notes 

Output Created 23-FEB-2020 21:35:53 

Comments  

Input Data C:\Users\HP\Desktop\ekunday
o\ADAMS DATA.sav 

Active Dataset DataSet1 

Filter <none> 

Weight <none> 

Split File <none> 

N of Rows in Working 
Data File 

106 

Matrix Input  

Missing Value 
Handling 

Definition of Missing User-defined missing values are 
treated as missing. 

Cases Used Statistics are based on all cases 
with valid data for all variables in 
the procedure. 
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Syntax RELIABILITY 

  /VARIABLES=FD1 FD2 FD3 
FD4 FD5 

  /SCALE('ALL VARIABLES') 
ALL 

  /MODEL=ALPHA 

  /STATISTICS=DESCRIPTIVE 
SCALE CORR 

  /SUMMARY=TOTAL. 

Resources Processor Time 00:00:00.00 

Elapsed Time 00:00:00.04 

 

 

Scale: ALL VARIABLES 

 

 

 

Case Processing Summary 

 N % 

Cases Valid 106 100.0 

Excludeda 0 .0 

Total 106 100.0 

a. Listwise deletion based on all variables 
in the procedure. 
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Reliability Statistics 

Cronbach's 
Alpha 

Cronbach's 
Alpha Based 
on 
Standardized 
Items N of Items 

1.000 1.000 5 

 

 

Item Statistics 

 Mean 
Std. 
Deviation N 

FD1 4.1509 .43188 106 

FD2 4.1509 .43188 106 

FD3 4.1509 .43188 106 

FD4 4.1509 .43188 106 

FD5 4.1509 .43188 106 

 

 

Inter-Item Correlation Matrix 

 FD1 FD2 FD3 FD4 FD5 

FD1 1.000 1.000 1.000 1.000 1.000 
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FD2 1.000 1.000 1.000 1.000 1.000 

ssFD
3 

1.000 1.000 1.000 1.000 1.000 

FD4 1.000 1.000 1.000 1.000 1.000 

FD5 1.000 1.000 1.000 1.000 1.000 

 

 

Item-Total Statistics 

 
Scale Mean if 
Item Deleted 

Scale 
Variance if 
Item Deleted 

Corrected 
Item-Total 
Correlation 

Squared 
Multiple 
Correlation 

Cronbach's 
Alpha if Item 
Deleted 

FD1 16.6038 2.984 1.000 . 1.000 

FD2 16.6038 2.984 1.000 . 1.000 

FD3 16.6038 2.984 1.000 . 1.000 

FD4 16.6038 2.984 1.000 . 1.000 

FD5 16.6038 2.984 1.000 . 1.000 

 

 

Scale Statistics 

Mean Variance 
Std. 
Deviation N of Items 

20.7547 4.663 2.15941 5 
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Reliability 

 

Notes 

Output Created 23-FEB-2020 21:40:09 

Comments  

Input Data C:\Users\HP\Desktop\ekunday
o\ADAMS DATA.sav 

Active Dataset DataSet1 

Filter <none> 

Weight <none> 

Split File <none> 

N of Rows in Working 
Data File 

106 

Matrix Input  

Missing Value 
Handling 

Definition of Missing User-defined missing values are 
treated as missing. 

Cases Used Statistics are based on all cases 
with valid data for all variables in 
the procedure. 
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Syntax RELIABILITY 

  /VARIABLES=FP1 FP2 FP3 
FP4 FP5 FP6 FP7 

  /SCALE('ALL VARIABLES') 
ALL 

  /MODEL=ALPHA 

  /STATISTICS=DESCRIPTIVE 
SCALE CORR 

  /SUMMARY=TOTAL. 

Resources Processor Time 00:00:00.02 

Elapsed Time 00:00:00.01 

 

Scale: ALL VARIABLES 

 

 

Case Processing Summary 

 N % 

Cases Valid 106 100.0 

Excludeda 0 .0 

Total 106 100.0 

a. Listwise deletion based on all variables 
in the procedure. 

 

Reliability Statistics 
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Cronbach's 
Alpha 

Cronbach's 
Alpha Based 
on 
Standardized 
Items N of Items 

1.000 1.000 7 

 

Item Statistics 

 Mean 
Std. 
Deviation N 

FP1 4.1604 .39368 106 

FP2 4.1604 .39368 106 

FP3 4.1604 .39368 106 

FP4 4.1604 .39368 106 

FP5 4.1604 .39368 106 

FP6 4.1604 .39368 106 

FP7 4.1604 .39368 106 

 

 

Inter-Item Correlation Matrix 

 FP1 FP2 FP3 FP4 FP5 FP6 FP7 

FP1 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FP2 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FP3 1.000 1.000 1.000 1.000 1.000 1.000 1.000 
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FP4 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FP5 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FP6 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

FP7 1.000 1.000 1.000 1.000 1.000 1.000 1.000 

 

 

Item-Total Statistics 

 
Scale Mean if 
Item Deleted 

Scale 
Variance if 
Item Deleted 

Corrected 
Item-Total 
Correlation 

Squared 
Multiple 
Correlation 

Cronbach's 
Alpha if Item 
Deleted 

FP1 24.9623 5.580 1.000 . 1.000 

FP2 24.9623 5.580 1.000 . 1.000 

FP3 24.9623 5.580 1.000 . 1.000 

FP4 24.9623 5.580 1.000 . 1.000 

FP5 24.9623 5.580 1.000 . 1.000 

FP6 24.9623 5.580 1.000 . 1.000 

FP7 24.9623 5.580 1.000 . 1.000 

 

 

Scale Statistics 

Mean Variance 
Std. 
Deviation N of Items 

29.1226 7.594 2.75578 7 
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Reliability 

 

Notes 

Output Created 23-FEB-2020 21:42:37 

Comments  

Input Data C:\Users\HP\Desktop\ekunday
o\ADAMS DATA.sav 

Active Dataset DataSet1 

Filter <none> 

Weight <none> 

Split File <none> 

N of Rows in Working 
Data File 

106 

Matrix Input  

Missing Value 
Handling 

Definition of Missing User-defined missing values are 
treated as missing. 

Cases Used Statistics are based on all cases 
with valid data for all variables in 
the procedure. 
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Syntax RELIABILITY 

  /VARIABLES=FI1 FI2 FI3 FI4 
FI5 FI6 FI7 

  /SCALE('ALL VARIABLES') 
ALL 

  /MODEL=ALPHA 

  /STATISTICS=DESCRIPTIVE 
SCALE CORR 

  /SUMMARY=TOTAL. 

Resources Processor Time 00:00:00.03 

Elapsed Time 00:00:00.02 

 

Scale: ALL VARIABLES 

 

 

Case Processing Summary 

 N % 

Cases Valid 106 100.0 

Excludeda 0 .0 

Total 106 100.0 

a. Listwise deletion based on all variables 
in the procedure. 
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Reliability Statistics 

Cronbach's 
Alpha 

Cronbach's 
Alpha Based 
on 
Standardized 
Items N of Items 

.994 .994 7 

 

Item Statistics 

 Mean 
Std. 
Deviation N 

FI1 4.1698 .37725 106 

FI2 4.1698 .37725 106 

FI3 4.1698 .37725 106 

FI4 4.1604 .39368 106 

FI5 4.1792 .38538 106 

FI6 4.1792 .38538 106 

FI7 4.1604 .39368 106 

 

Inter-Item Correlation Matrix 

 FI1 FI2 FI3 FI4 FI5 FI6 FI7 

FI1 1.000 1.000 1.000 .969 .968 .968 .969 

FI2 1.000 1.000 1.000 .969 .968 .968 .969 

FI3 1.000 1.000 1.000 .969 .968 .968 .969 
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FI4 .969 .969 .969 1.000 .876 .876 1.000 

FI5 .968 .968 .968 .876 1.000 1.000 .876 

FI6 .968 .968 .968 .876 1.000 1.000 .876 

FI7 .969 .969 .969 1.000 .876 .876 1.000 

 

 

Item-Total Statistics 

 
Scale Mean if 
Item Deleted 

Scale 
Variance if 
Item Deleted 

Corrected 
Item-Total 
Correlation 

Squared 
Multiple 
Correlation 

Cronbach's 
Alpha if Item 
Deleted 

FI1 25.0189 5.123 1.000 . .991 

FI2 25.0189 5.123 1.000 . .991 

FI3 25.0189 5.123 1.000 . .991 

FI4 25.0283 5.113 .958 . .994 

FI5 25.0094 5.152 .956 . .994 

FI6 25.0094 5.152 .956 . .994 

FI7 25.0283 5.113 .958 . .994 

 

Scale Statistics 

Mean Variance 
Std. 
Deviation N of Items 

29.1887 6.974 2.64075 7 
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Notes 

 

Correlations 

 F_A F_I 

Spearman's rho F_A Correlation 
Coefficient 

1.000 .881** 

Sig. (2-tailed) . .000 

N 106 106 

F_I Correlation 
Coefficient 

.881** 1.000 

Sig. (2-tailed) .000 . 

N 106 106 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

 

 

Correlations 

 F_A F_D 

Spearman's rho F_A Correlation 
Coefficient 

1.000 .575** 

Sig. (2-tailed) . .000 
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N 106 106 

F_D Correlation 
Coefficient 

.575** 1.000 

Sig. (2-tailed) .000 . 

N 106 106 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

Nonparametric Correlations 

 

Notes 

Output Created 23-FEB-2020 22:50:41 

Comments  

Input Active Dataset DataSet2 

Filter <none> 

Weight <none> 

Split File <none> 

N of Rows in Working 
Data File 

106 

Missing Value 
Handling 

Definition of Missing User-defined missing values are 
treated as missing. 

Cases Used Statistics for each pair of 
variables are based on all the 
cases with valid data for that 
pair. 
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Syntax NONPAR CORR 

  /VARIABLES=F_A F_P 

  /PRINT=SPEARMAN TWOTAIL 
NOSIG 

  /MISSING=PAIRWISE. 

Resources Processor Time 00:00:00.02 

Elapsed Time 00:00:00.00 

Number of Cases 
Allowed 

349525 casesa 

a. Based on availability of workspace memory 

 

 

Correlations 

 F_A F_P 

Spearman's rho F_A Correlation 
Coefficient 

1.000 .737** 

Sig. (2-tailed) . .000 

N 106 106 

F_P Correlation 
Coefficient 

.737** 1.000 

Sig. (2-tailed) .000 . 

N 106 106 

**. Correlation is significant at the 0.01 level (2-tailed). 
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Statistics 

 GENDER AGE 
QUALIFICAT
ION 

DEPARTME
NT 

WORK_EXPE
RIENCE 

MARITAL_S
TATUS 

N Valid 106 106 106 106 106 106 

Missing 0 0 0 0 0 0 

Mean 1.5094 1.7170 1.4340 4.5660 1.7830 1.5094 

Median 2.0000 2.0000 1.0000 4.5000 2.0000 1.0000 

Mode 2.00 2.00 1.00 5.00 2.00 1.00 

Std. Deviation .50229 .68667 .51675 2.19531 .69013 .57313 

Variance .252 .472 .267 4.819 .476 .328 

Sum 160.00 182.00 152.00 484.00 189.00 160.00 

 

Frequency Table 

 

GENDER 

 Frequency Percent 
Valid 
Percent 

Cumulative 
Percent 

Valid male 52 49.1 49.1 49.1 

female 54 50.9 50.9 100.0 

Total 106 100.0 100.0  
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AGE 

 Frequency Percent 
Valid 
Percent 

Cumulative 
Percent 

Valid below 30years 42 39.6 39.6 39.6 

30-40years 54 50.9 50.9 90.6 

41 - 50years 8 7.5 7.5 98.1 

above 50years 2 1.9 1.9 100.0 

Total 106 100.0 100.0  

 

 

 

 

 

QUALIFICATION 

 Frequency Percent 
Valid 
Percent 

Cumulative 
Percent 

Valid HND/BSc./ 
BA 

61 57.5 57.5 57.5 

MSc./MBA 44 41.5 41.5 99.1 

Ph.D 1 .9 .9 100.0 

Total 106 100.0 100.0  

 

DEPARTMENT 
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 Frequency Percent 
Valid 
Percent 

Cumulative 
Percent 

Valid Customer service 6 5.7 5.7 5.7 

Fund transfer 16 15.1 15.1 20.8 

Retail  marketing 15 14.2 14.2 34.9 

Corporate 
marketing 

16 15.1 15.1 50.0 

Cash service 22 20.8 20.8 70.8 

Account and 
clearing 

11 10.4 10.4 81.1 

E-Business 6 5.7 5.7 86.8 

Commercial 
Banking 

7 6.6 6.6 93.4 

Foreign operation 7 6.6 6.6 100.0 

Total 106 100.0 100.0  

 

 

WORK_EXPERIENCE 

 Frequency Percent 
Valid 
Percent 

Cumulative 
Percent 

Valid 1-5years 38 35.8 35.8 35.8 

6-10years 54 50.9 50.9 86.8 

11-15years 13 12.3 12.3 99.1 
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16 and above 1 .9 .9 100.0 

Total 106 100.0 100.0  

 

 

 

 

 

MARITAL_STATUS 

 Frequency Percent 
Valid 
Percent 

Cumulative 
Percent 

Valid Single 55 51.9 51.9 51.9 

Married 49 46.2 46.2 98.1 

Seperated 1 .9 .9 99.1 

Divorced 1 .9 .9 100.0 

Total 106 100.0 100.0  
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