AN EVALUATION OF AUDITING AND ITS  IMPORTANCE IN THE AUTHENTICATION OF FINANCIAL STATEMENT OF BUSINESS ORGANISATION IN NIGERIA

ABSTRACT
In an attempt to analysis the importance attached to auditing as a tool for certifying the financial statement of business enterprise, the researcher had to be very briefly re-cap the origin of auditing and above all those factors that in the first instance necessitated it. Auditing, it was noted became very prominent in the business cycle the world over precisely in the 17th century following the inception of company form of business. The birth of this form of business arrangement allowed for the severance of this severances the need for accountability arose, and auditing has to be employed to give credibility to such stewardship reports.  Furthermore, the concept of auditing was defined and subsequently classified under two board groups namely according to the nature of work. Also, audit objectives were identified and analysed into primary and secondary objectives respectively. More so, light was shed on elements and content of every audit report, type of audit reports and opinion as well as the meaning significance and those factors.
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CHAPTER ONE
INTRODUCTION
1.1  BACKGROUND OF STUDY
The notion of auditing data dates back to ancient times, with the oldest signs of its existence discovered among major landowners of the Middle Ages in Italy and Egypt.

However, according to afounka (1993), statutory auditing, which happens to be the major focus of the research, "arose as a result of the formation of the company form of business in the 17th century for commerce and other purposes."

This advancement enabled investors to commit capital to a corporation without necessarily being engaged in its administration and management. With the passage of time, this method was further adjusted to the point where there was a complete separation of ownership and management, such that while share holders kept ownership, the board of directors changed management. This structure requires management to report back to the owners of the business they hold in trust at regular times. However, there is a potential that such a stewardship report would contain mistakes, be intentionally deceptive, or fail to disclose key information. As a result of this information, it follows that these possibilities will naturally provide management monthly reports insufficient trust.

As a result, it is such a possibility that underpins the need of auditing and exercise carried out in compliance with the law to provide "a stamp approval on the stewardship report" the requirement for auditing is mainly based on the fact that by justifying stewardship accounts, consumers of accounting information, namely: Shareholders, investors, employees, and government agencies such as accountants, economists, and so on can rely on such reports to make informed economic decisions. This knowledge is what compelled the government to make auditing mandatory for all corporate organizations on an annual basis through legislation such as the business and associated matter degree 1990. Unimagination powers and rights are granted to auditors in order to guarantee that they carry out this task effectively and competently.
1:2  HISTORICAL BACKGROUND OF NIGER GAS LIMITED
Niger gas ltd. Commenced operation in 1962 following it official commissioning by government of the then eastern Nigeria.
However due to change in the political structure of Nigeria occasioned via states creation, Enugu state government at present holds controlling shareholding interest with others s.o alinta, e.m michilletle, and central investment company limited (c.i.c) enugu constituting the minority shareholders.
The company was established to manufacture and at the same time market industrial and medical oxygen. Thus staff strength of the company, presently is put at one hundred and eighty (180) employees. Twelve (12) of them belonged to senior management staff with the rest forming the junior and medium level manpower.
1:3  OBJECTIVE  OF THE STUDY
the objective of this research are not for fetched especially when the provisions of section 359 (2) of the companies and allied matter decree 1990 which made it compulsory that auditors, is brought to bear.
Among other things, therefore, the main focus of this research will include the following:-
1. to ascertain whether there has indeed become the need to reorder the priority of  auditing as is being propounded by owo (1992) in the following words:
considering the emergent business environment in this country, it has become extremely unavoidable now to re-order the audit objective is that of establishing the truth and fairness of which the books and accounts for the company have reflected its transactions within a give period, the society’s objective is that the audit objective should be concerned with establishing whether a fraud have accrued or not.
(2) To determine if auditing has been serving its principal objective of re-enforcing public confidence in the stewardship reports of management.
(3)    to ascertain if the management for whatever reason have been conniving with auditors to defraud the establishment at the expense of the investing public.
1:4  STATEMENT OF PROBLEM
All types of investors (individuals and governments) make capital budgeting decisions primarily for the profits they anticipate would flow from such undertaking, which is to say that "investments are not done just for the sake of investing, but in expectation of a return."

However, the level to which the above concept is adhered to in our own setting, particularly after the re-regulation of the economy in 1986, does not appear to be factory.

As a result, breaking even for most businesses has become a fantasy, let alone fulfilling the clientele effect of most investors.

This current, unusual circumstance demanded demands to assemble and reflect on how to restore the diminishing fortunes of this once thriving city. "In a time of economic crisis, the necessity for responsibility becomes more evident." As a result, the issue of effective auditing is worth investigating in the Nigerian setting.

Though the employment of auditors is expected to completely quadrants and protest the interests of shareholders and other third parties over the economic cycle, there is growing debate about how effectively these presumed watchdogs of the investing public have done.

These fears are validated as management continues to complain about low capacity utilization, poor turnover or high turnover but with ridiculously high cost of sales—all implying no returns on investment—while auditors continue to repeat their jargon. In our opinion, the financial statements as examined by us present a true and fair view of the state of affairs and profit, as well as the source and application of funds as of 31ST DECEMBER 1900.

The issue has resulted in suspicions that auditors are colluding with management to withhold information from investors that they should have. This explains why there has been an increase in lawsuits against auditors in the courts.

It has also resulted in a significant loss of trust in such body corporate, its management, and, above all, auditors by everyone and Sunday, little won 1BB (1990) carried out stating.

"However, our experience in this country has been that in both public and private sectors of our economy there have been fraudulent transactions, cover up of tax evasion, and some inexplicable losses of physical assets" "ultimately, it is such accusation as carrying out audit evidence and of being deliberately misleading" that informed this research work.
1.5  SIGNIFICANCE OF THE STUDY
the important of this research will rest squarely on the fact that through it solutions and controversies that surround the concept of auditing in it entirely put differently, the outcome of this endeavor will,
(1) either role in auditors, the more on the ground that they eroded rather dangerously public confidence on their reports.
(2)    if enumerated  will show that the accusation are in founded, and thus based on the blatant refusal of auditing and
(3)    if indicated, will serves as warning signal to all classes of users of accounting information while at the same time calling for an in-house-mending by the relevant accountant regulatory bodies in Nigeria. 
1.6 RESEARCH QUESTIONS

The following research questions will be answered in this study.

Has there been any need to reorder the priority of  auditing as is being propounded by owo (1992)?

Has auditing been serving its principal objective of re-enforcing public confidence in the stewardship reports of management?

Has the management for whatever reason have been conniving with auditors to defraud the establishment at the expense of the investing public?

1.7 SCOPE OF THE STUDY

 This study will be  critically analyse the importance of auditing in the authentication of financial statement of business organization. This study will also be looking at whether there has been a need to reorder the priority of auditing,  if auditing has been serving its principal objective of re-enforcing public confidence in the stewardship reports of management, and ascertain if the management for whatever reason have been convincing with auditors to defraud the establishment at the expense of the investing public.

Finally selected senior and junior staff from Niger gas Limited will form the population of this study.

1.8 LIMITATIONS TO THE STUDY

This study will be limited to critically analyzing the importance of auditing in the authentication of financial statement of business organization. This study will be carried out in Niger Gas Limited and as such the results of this study cannot be used anywhere else until further research is carried out.

1.9 DEFINITION OF TERMS

Analysis: Analysis is the process of breaking a complex topic or substance into smaller parts in order to gain a better understanding of it.
Auditing: conduct an official financial inspection of (a company or its accounts).
Authentication: the act of proving an assertion, such as the identity of a computer system user. In contrast with identification, the act of indicating a person or thing's identity, authentication is the process of verifying that identity.
Financial statement: Financial statements are formal records of the financial activities and position of a business, person, or other entity. Relevant financial information is presented in a structured manner and in a form which is easy to understand
CHAPTER TWO

LITERATURE REVIEW
Our focus in this chapter is to critically examine relevant literature that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.

2.0 REVIEW OF RELATED LITERATURE

Makgatho (2013) investigated the effectiveness of internal control mechanisms in monitoring financial resources at the Gauteng education institution in South Africa. The use of surveys and questionnaires as well as frequency analysis was adopted methodology. This study found that the implementation of the internal control policies was complex. The implementation is influenced by the factors such as the human capital or human resources, technological systems and participation of the key stakeholders. Consequently sound fiscal measures may promote efficient monitoring of the use of resources, and this could be achieved via the implementation of the internal control which may be enhanced by continuous training, enforcement of financial regulations and feedback. Ironkwe and Ordu (2015) looked at the indispensability of internal controls and Audit in organizations. In their work, 20 selected Production companies in Rivers State were surveyed with the aid of questionnaires. Multiple regressions and Pearson’s Correlation Coefficient were used to analyse data gathered. The findings of their study revealed that effective internal controls enhance financial management of organizations. However, management should ensure that adequate organizational controls and separation of duties to are in place. This would enhance resources management.

Serem (2016), did a study on the relationship between internal management controls and efficiency of service delivery in organization in Kenya. This study adopted descriptive survey research design to carry out an investigation and a survey of 42 organization in Kenya were surveyed. Data were analyzed using descriptive statistics. The study revealed that there is a significant relationship between controls, monitoring and evaluation and service delivery by the organizations. The study concludes that internal management control is a critical system to efficiency of service delivery of organizations in Kenya. The internal management control system is a tool which can enhance an effective and efficient service delivery mechanism in organizations. 

Mwazo, Weda, Omondi, and Njenga, (2017), investigated the role of internal controls on the service delivery of the Taita-Taveta National Treasury in Kenya. This study adopted the use of questionnaires and multiple regression for data collection and analysis respectively. The study revealed that risk management systems and communication systems greatly influence service delivery at the National Treasury. All these studies as reviewed have one thing in common: internal audit functions and controls help in ensuring adequate utilization of the resources at the disposal of the organization. It is particularly important when it comes to Nigerian public sector as there usually low control as well as corruption that usually plaque the organization. In view of this, effective internal auditing activities will not only enhance performance, but will lead to high rate of service delivery to the stake holders of the public sector organizations.

2.1 MEANING AND IMPORTANCE OF AUDITING

The origin of audits dates from ancient times when the land owners allowed tenant and farmers to work on their land, while the land owners themselves did not become involved in the business of farming. The landowners relied upon overseers to the account of stewardship given by the tenants (Adeniyi, 2011). In those days, the receipts and payments of an establishment were read to the hearing of an individual termed as the “auditor”. The word “auditor” was derived from the Latin verb “Audire” which means “to hear” (Kola, 2007). In the early days of auditing, the prime qualification for the position of auditor was reputation (ability to report and give unbiased opinion on the truth and fairness of the financial statement). It is possible to find evidence of audits of one form or another, going back over many centuries with auditing, probably having its origin in the ancient Egypt. Auditing like the type we have today began in sixteen-century Europe. The “Golden Age” of Elizabeth I, witnessed a major development in international exploration and trade (Johnson, 2003). According to Ashbaugh, H. D, Collins, & Kinney, W. (2005), as commerce developed, it became common for the number of participation in an enterprise to increase more significantly. Those who provide the financial backing for a venture would often not be prepared to take any of the “physical risk” or endure any of the “physical hardship” involved in it execution. In Nigerian, the companies Act of 1968 can be regarded as the first comprehensive enactment to require all incorporated companies to have their annual financial statement audited. Under provision of the 1968 companies Act, the company‟s auditor was required to examine and report on the balance sheet, which the company presented to its shareholders (Azubuike, 2002). The 1968 companies Act was replaced by the companies and Allied Matter Act (CAMA) 1990 as amended 2009 which equally required auditors of companies to examine and report on the financial statement to be presented to the shareholders (CAMA, 1990). It has become increasingly common, and seen as a good practice to adopt effective and efficient internal control system and for organization to set-up internal audit department and for the external auditor to alter their audit approach to take account of the work of the internal audit. Internal auditor in a critical factor in determining the quality of an organization‟s internal control, and its development has made a major contribution to modern audit practice (Adeniyi, 2011). According to Dandago, (1999), auditing is an exercise whose objectives is to enable auditors to express an opinion whether the financial statement give a true and fair view (or equivalent) of the entity‟s affairs at the period end, and of its profits or loss (or income and expenditure) for the period ended and have been properly prepared in accordance with the applicable reporting framework. In his view, Glance, (2006), had it that, audit is an exercise of examining the financial 13 statement to enable the auditor to express an opinion whether the financial statement are prepared, in all material aspect, in accordance with an identified financial reporting frame work. Messier (2003), view auditing as a systematic process of objectively obtaining and evaluating evidence regarding assertions about economic actions and event to ascertain the degree of correspondence between those assertions and published criteria and communicating result to the interested users. Whittington and Pany, (2004) on their part, view auditing as a process, which involves searching and verifying the accounting records, and examining other evidence supporting the financial statement. Adeniyi (2004), defined auditing as the independent examination of/and expression of opinion on the financial statement of an enterprise by an auditor in pursuance of their appointment and in compliance with any relevant statutory obligations. Auditing is an independent examination of the expression of an opinion on financial statement of an enterprise by an appointed auditor, in accordance with his terms of engagement and the observations of statutory regulations and professional requirement (Kabiru, 2007). Azubuike, (2002) defines auditing as an independent examination of the books and accounts of an organization by a duly appointed person to enable that person give an opinion as to whether the accounts give a true and fair view and comply with relevant statutory guidelines. The American Accounting Association (1971) in its Statement of Basic Auditing Concepts in Hayes et al. (1999) described auditing as: a systematic process of objectively obtaining and evaluating evidence regarding assertions about economic actions and events to ascertain the degree of correspondence between these assertions and established criteria and communicating the results to interested users. Audits are typically classified into three types: Audits of financial statements, operational audits and compliance audits. Audits of financial statements examines financial statements to determine if they give a true and fair view or fairly present the financial statements in conformity with specified criteria (Adeniji, 2004; Okezie, 2008; Appah, 2011). Operational audit is a study of a specific unit of an organization for the purpose of measuring its performance. According to Hayes et al. (1999), operational audits review all or part of the organization‟s operating procedures to evaluate effectiveness and efficiency of the operation. Effectiveness is a measure of the extent to which an organization achieves its goals and objectives. Efficiency shows how well an organization uses its resources (Oshisami, 2004). Compliance audit is review of an organization„s procedures to determine whether the organization is following specific procedures, rules or regulations set out by some higher authority. According to Oshisami (2004), compliance audit provides examination of financial statements, accounts and reports and their compliance with applicable regulations to certify that: there are effective controls over revenue, expenditure, assets and liabilities; there are proper accounting records of the resources, operations and encumbrances; the accounting and financial reports are sufficiently accurate, reliable, timely and useful and fairly represents the transactions, events and conditions reported upon and applicable laws and regulations have been complied with.

2.2 TYPES OF AUDIT

H Millichamp (2005) categorizes audit into four types and these are private, statutory, internal and management audit, according to him, a private audit is carried out because the owners desire it not because the law requires it. Statutory audit is an audit required by law. Internal audit is one conducted by an employee of an organization into any respect of its affairs and lastly management audits an enquiring into the effectiveness of management.

MEANING OF INTERNAL AUDITS

According to Ironkwe,  & Ordu (2015), Many organization of various size have seen the need for internal audit as a tool for ensuring effective working of internal control system owning to this priceless value from internal audit, the institute of chartered accountants of England and wales [ICAESW] defined internal auditing as an independent appraisal function established within an organization to examines and evaluate it activities as a service to the organization (Jacques, 2003). The objective of internal audit is to assist members of the organization in the effective discharge of their obligation to this end, internal auditing finishes them with analysts, appraisal, counsel, recommendation and information concerning the activities reviewed. Internal audit is an examination and review of management performance by some people working as employees of the organization. The activities of the internal audit is done or known in a department of units known as internal audit department and the people involved in the department known as internal auditors (Johnson, 2004). It is practically difficult for internal audit to possess any reasonable degree on independence because of the management influence on the term of reference and scope of work (Okezie, (2008). In fact, one area of interest to the external audit in assessing the degree of reliance to be placed on the work of the internal auditor is the degree of dependence enjoyed by the internal auditor 

Samtok, (2002) refers to internal to control not as internal audit and internal check but as the whole system of control, financial or otherwise, established by the management in order to carry on the business of the enterprise in an orderly and efficient manner, ensure adherence to management policies, safeguard the assets and secure as far as possible the completeness and accuracy of the records. The consultative committee of accounting bodies in the United Kingdom has the same view with that of (Okezie, 2008) except for inclusion of three essentials of internal control such as plans and organization recording and custody procedures and management supervision and reviews. Owler, & Brown, (1999) has the same view with the others but went ahead to elaborate on each phrase used in the definition such as: 

The Whole System: 

According to Unegbu, & Obi, (2012) a system is a combination of parts. The internal control system covers all measures of methods employed in ensuring the authorization, approval and control of documents, the restriction of unauthorized access to company’s assets and books, compliance with relevant laws, standards and guidelines. 

Financial and Otherwise: 

Internal control system involves administrative accounting control and physical controls. He emphasized that financial could include the use of control accounts which are principally concerned with safeguarding assets and providing assistance that the financial statements and the underlying accounting records are reliable and otherwise may include physical access restrictions to computer terminals, cash office and store (Tijjani, 2003). 

(C) Established By Management: The management of an entity establishes internal control system. They achieve this by direct involvement or through external auditors and consultants. 

(D) Carry on Business in an Orderly and Efficient Manner: There must be properly drawn organizational chart giving authority and allocating responsibilities to staff. 

(E) Adherence to Management Policies: for an entity to achieve its set target, management policies must be adhered to. These could be policies with respect to investment and divestment, depreciation and amortization, appointment and promotion and pricing and selling. 

(F) Safeguarding the Assets: he stressed that allowing assets to be damaged, mishandled, wasted or stolen is unacceptable and procedures are always devised to safeguard them (Tijjani, 2003). 

(G) Accuracy of Records: he states that this to ensure that proper and adequate procedures are in place to capture and record all financial transactions. Example of procedures to achieve this include checking of the work of one clerk by another or the use of control account, independent comparison of two sets record for example stock records and stock or piece work payment and good work put into store. It should be noted from all indication that internal check and internal audit are only part of internal control in an organization and is not limited to accounting matters where for example you have security officers at the gate of a ministry searching all vehicles leaving the premises, these will be part of internal control system in the organization such checks cannot account of a financial matter (Dandago, 1999).

Objectives And Purpose Of The Internal Audit

Sani, (2009) opined that the main objectives of internal audit is to assume in the management that the internal check and the accounting system are effective in design and operating Sabari, (2003) in his book titled, “internal auditing” identified the three major reasons why audit is required. a. The lending of credibility: that is to detect fraud and disclose hidden information. 

b. To resolve conflicts of interest: there is need for the shareholder to be satisfied with the management of their resources. 

c. Accountability: the directors are the agents of the shareholders their performance needs to be evaluated. For the above Objectives to be accomplished, the internal auditing department must perform certain functions which must be in line with the requirement of the company or organizations’ internal control system. Some of the functions are enumerated below: 

1. To ensure the safety of the organizations’ assets. 

2. To review the internal control system to detect error and lapses with the aim to improve. 

3. To ensure that management policies are executed and it the right time. 

4. To ensure that management are supplied with quality information necessary to perform their function as required by them.

5. To provide training for non-auditing officers in ensuring effective implementation in internal control system. 

6. To ensure that the internal control system of the organization is well designed and well implemented. 

7. To carry out investigation and audit committee. 

8. To assist the internal auditors as may be required
2.3 AUDIT OBJECTIVES

In their book “Cost and Management Accounting Methods”, Rafiu, & Oyedokun (2007) stated that the objective of an audit is to express an opinion on financial statements. The auditor has to verify the financial statements and books of accounts to certify the truth and fairness of the financial position and operating results of the business. Therefore, the objectives of audit are categorized as primary or main objectives and secondary objectives.

1.  To Examine the Accuracy of the Books of Accounts
According to Sabari, (2003), an auditor has to examine the accuracy of the books of accounts, vouchers and other records to certify that Profit and Loss Account discloses a true and fair view of profit or loss for the financial period and the Balance Sheet on a given date is properly drawn up to exhibit a true and fair view of the state of affairs of the business. Therefore the auditor should undertake the following steps:
Verify the arithmetical accuracy of the books of accounts

Verify the existence and value of assets and liabilities of the companies.
Verify whether all the statutory requirements on maintaining the book of accounts has been complied with.

Meaning of Books of Accounts
Payne, (2005) stated that Books of Accounts mean the financial records maintained by a business concern for a period of one year. The period of one year can be either calendar year i.e., from 1st January to 31st December or financial year i.e., from 1st April to 31st March. Usually, business concerns adopt financial year for accounting all business transactions.
Payne, (2005) further stated that Books of accounts include the following: ledgers, subsidary books, cash and other account books either in the written form or through print outs or through electronic storage devices.

2.  To Express Opinion on Financial Statements
After verifying the accuracy of the books of accounts, the auditor should express his expert opinion on the truthness and fairness of the financial statements. Finally, the auditor should certify that the Profit and Loss Account and Balance Sheet represent a true and fair view of the state of affairs of the company for a particular period (Serem, 2016).
Meaning of Financial Statement
According to Unegbu, & Obi, (2012), Financial Statement means the statements prepared at the end of the year taking into account the business activities that took place for a year, for example, transactions that takes place in a business concern from 1st April to 31st March.

Components of Financial Statement
Financial Statement includes the following:
Trading and Profit and Loss Account, and

Balance Sheet.

Elements of Financial Statements include the following:
Assets: Assets include cash and bank balance, value of closing stock, debtors, bills receivable, investments, fixed assets, prepaid expenses and accrued income.

Liabilities: Liabilities include capital, profit and loss balance, creditors, bills payable, outstanding expenses and income received in advance.
Revenue: Revenue includes sales, collection from debtors, rent received, dividend, interest received and other incomes received.

Expenditure: Expenditure includes purchases, payment to creditors, manufacturing and trade expenses, office expenses, selling and distribution expenses, interest and dividend paid.
SECONDARY OBJECTIVES

Woolf,(1996) stated that the secondary objectives of audit are: 

Detection and Prevention of Errors, and 

Detection and Prevention of Frauds.
Detection And Prevention of Errors
The Institute of Chartered Accountants of India defines an error as, “an unintentional mistake in the books of accounts.” Errors are the carelessness on the part of the person preparing the books of accounts or committing mistakes in the process of keeping accounting records Woolf,(1996).

CLERICAL ERROR
Sani, (2009) defined clerical Errors that are committed in posting, totaling and balancing of accounts are called as Clerical Errors. These errors may or may not affect the agreement of the Trial Balance.

(A)  Errors of Omission: 
When a transaction is not recorded or partially recorded in the books of account is known as Errors of Omission. Usually, it arises due to the mistake of clerks. Error of omission can occur due to complete omission or partial omission (Sani, 2009).
Error of Complete Omission: When a transaction is totally or completely omitted to be recorded in the books it is called as “Error of Complete Omission”. It will not affect the agreement of the Trial Balance and hence it is difficult to detect such errors.

Errors of Partial Omission: When a transaction is partly recorded, it is called as “Error of Partial Omission”. Such kind of errors can be detected easily as it will affect the agreement of the Trial Balance.
(B)  Errors of Commission:
Sani, (2009) further defined errors of commision as Errors which are not supposed to be committed or done by carelessness is called as Error of Commission. Such errors arise in the following ways:
(1)  Error of Recording,
(2)  Error of Posting,
(3)  Error of casting, or Error of Carry-forward.

Error of Recording: The error arises when any transaction is incorrectly recorded in the books of original entry. This error does not affect the Trial Balance.

Error of Posting : The error arises when a transaction is correctly journalized but wrongly posted in ledger account.

Detection and Prevention of Frauds

1.  MISAPPROPRIATION OF CASH
Sabari,(2003) observed that this is a very common method of misappropriation of cash by the dishonest employees by giving false representation in the books of accounts intentionally. In order to detect and prevent misappropriation, the auditor should verify the system of internal check in operation and by making a detailed examination of records and documents. Sabari,(2003) shared that Cash may be misappropriated in the following ways:
By omitting to enter cash which has been received.

By accounting less amount on the receipt side of cash book than the actual amount received.

(3) By recording fictitious entries on the payment side of cash book.
(4) By accounting more amount on payments side of cash book than the actual amount paid.

(5) Teeming and Lading of Fraud which means cash received from one customer is misappropriated and remittance received from another debtor is posted to the first debtors account.

2.  MISAPPROPRIATION OF GOODS 
Millicham, (2000) highlighted that fraud which takes places in respect of goods is Misappropriation of Goods. Such a type of fraud is difficult to detect and usually takes place where the goods are less bulky and are of high value.
·           By showing less amount of purchase than actual purchase in the books of accounts.
·           By showing issue of material more than actual issue made.
·           By showing good materials as obsolete or poor line of goods.
·           By showing fictitious entries in the books of accounts. 
Detection of Misappropriation of goods is a difficult task for an Auditor. Only through efficient system of inventory control, periodical stock verification, internal check system and adequate security arrangement the scope for such frauds can be eliminated or minimized (Millicham, A. 2000).
Auditor has to thoroughly scrutinize the inward and outward registers, invoices, sales memos, audit notes, etc., to detect the goods-related frauds.

3.  MANIPULATION OF ACCOUNTS
Mainoma, (2007) pointed out that there is a very common practice almost in every organization, some dishonest employees have intention to commit this type of fraud. Manipulation of accounts is the procedure to alter books of accounts in such a way that there will be an increase or decrease in the amount of profit to achieve some personal objectives of the high officials. It is very difficult for the auditors to identify such frauds which may be due to manipulation of accounts (Makgatho, 2013).

Causes of Manipulation of Accounts
According to Mackie,(2008), there are different reasons for manipulation of accounts. The reasons are:
To get more commission calculated on profit
For evasion of income tax and sales tax
To get huge loan from financial institutions by showing more profit in the books of accounts.
To declare more dividend to the shareholders.
By showing more profit than actual to get confidence of the shareholders.
To make secret reserves by showing less income or by showing more expenses in the books of accounts.
 Ways of Manipulation of Accounts
Johnson, I. E. (2004) outlined that manipulation of accounts may be made in the following ways:
By showing more or less amount on fixed assets,
By showing over valuation or under valuation of stock,
Over or under valuation of liabilities,
Creation of over or under provision for depreciation,
Charging capital expenditure as revenue expenditure or vice versa,
By making more or less provision for bad debts and for outstanding liabilities
By showing advance income or expenditure in the current year accounts.
 Objectives of Manipulation of Accounts
The objectives of Manipulation may be window dressing or creation of secret reserves (LaFond. 2009).
Window Dressing: In window dressing, accounts are manipulated in such a manner to reveal a much better and sound financial position of the business than what actually it is, in order to mislead the outsiders by inflating the profit.
Secret Reserves: Accounts are prepared in such a manner that they disclose a worse financial position than the real. The real picture of the business is concealed and a distorted one is revealed.

2:4  ELEMENT AND CONTENTS OF AN AUDIT REPORT

In Johnson, (2004), As per Sec. 143 of the Companies Act, the auditor’s report shall also state

a. whether he has sought and obtained all the information and explanations which to the best of his knowledge and belief were necessary for the purpose of his audit and if not, the details thereof and the effect of such information on the financial statements;
b. whether, in his opinion, proper books of account as required by law have been kept by the company so far as appears from his examination of those books and proper returns adequate for the purposes of his audit have been received from branches not visited by him;
c. whether the report on the accounts of any branch office of the company audited under sub-section (8) by a person other than the company’s auditor has been sent to him and the manner in which he has dealt with it in preparing his report;
d. whether the company’s Balance Sheet and Profit and Loss account dealt with in the report are in agreement with the books of account and returns;
e. whether, in his opinion, the financial statements comply with the Accounting Standards;
f. the observations or comments of the auditors on financial transactions or matters which have any adverse effect on the functioning of the company;
g. whether any director is disqualified from being appointed as a director under sub-section (2) of section 164;
h. any qualification, reservation or adverse remark relating to the maintenance of accounts and other matters connected therewith;
i. whether the company has adequate internal financial control system in place and the operating effectiveness of such controls;
j. such other matters as may be prescribed.

Essential Elements of an Audit report

Mittichamp (2002) identified the following as the essential elements of auditing: 

Independence: though the internal auditors are employees of an organization, in order to ensure that they are objective, their units must be independent not only of finance department and must be accountable only to management.

 Staffing: the internal audit should have adequate and competent staff. The staff should possess relevant skills. 

Training: the internal auditors and internal audit should be well trained 

Relationships: the internal auditor is expected to foster a constructive relationship with external auditors, audit committee, management etc. 

Due care: just like external auditors, the internal auditor also owes a duty of care and skills to the organization. He must demonstrate technical expertise, honesty, probity and integrity. 

Planning, Controlling and Recording: the internal auditors are also expected to plan, control and record their work. 

System controls: the internal auditors must verify all the operation of the system by investigating, identification of the controls, and performance of compliance test on the controls.

Evidence: The internal auditor must obtain sufficient, relevant and reliable evidence he requires to perform his functions. 

 Reporting: since the internal auditor is equally accountable, he must produce timely, accurate, reliable, understandable and comprehensive report to the management.

2:5  AUDIT REPORT AND / OR OPINION

Macey & Schneider (2008) noted that Audit report is the final stage of audit process. The results of the audit are communicated through audit report. Audit report is the written opinion of an auditor regarding companies financial statements. Audit report is a document prepared by an auditor to certify the financial position and accounting records of a firm. Audit report is the statement included in the financial statements. It contains the opinion of the auditor in financial statements. The auditor reports to the shareholders who have appointed him. He has to provide his opinion on the truth and fairness of financial statements. Thus, the auditor protects the interest of shareholders through audit report (Johnson,1994).

Definition Of Audit Report

According to Ironkwe, & Ordu, (2015), Audit report can be defined as a report as “a report is a statement of collected and considered facts, so drawn up as to give clear and concise information to persons who are not already in possession of the full facts of subject matter of the report.”
According to Jacques,(2003), Audit report is defined as a formal document that states an auditor’s judgment of a company’s accounts.
Under Sec. 143(3), auditor of a company must report to its members.
(a) The accounts examined by him;
(b) Balance Sheet, Profit and Loss Account, and Cash Flow statement, which are laid in general meeting of a company during his tenure of office; and
(c) The document declared to be attached to the Balance Sheet and Profit and Loss Account.

Audit Opinion

In Jacques, L. (2003), an audit opinion (or independent auditor's report) is a certification that accompanies financial statements. Auditors examine information that supports the financial statements to provide a formal auditor’s opinion. This opinion is attached to the front of the organization’s financial statements to show whether the statements meet generally accepted accounting principles and that they have been scrutinized by an independent auditor.
Auditors have a professional responsibility to remain independent and to describe any circumstances where the financial statements contain significant errors or omissions (Jacques, 2003).
The audit opinion generally includes:
an introductory paragraph that identifies the financial statements audited
a description of the responsibility of management for the proper preparation of the financial statements, and the financial reporting framework under which the financial statements were prepared
a description of the auditor's responsibility to express an opinion on the financial statements and the scope of the audit
an opinion paragraph containing an expression of opinion on the financial statements and a reference to the applicable financial reporting framework used to prepare the financial statements
According to ICSC (2005), there are three types of audit opinions:

Unqualified opinion - or clean opinion - financial statements present fairly in all material respects, the financial position and results of the entity.
 Qualified opinion - the financial statements contain material misstatements or omissions. Readers should regard the statements with caution. The reason for the qualified opinion is provided.
 Adverse opinion - the financial statements do not fairly present the financial position, results of operations, and changes in financial position, as per generally accepted accounting principles. The reason for the adverse opinion is provided.

2:6  AUDITORS INDEPENDENCE MEANING AND SIGNIFICANCE

The Independent Standards Board (ISB) established a framework for Auditor Independence due to the lack of inconsistent rules and regulations. The framework contains various principles and concepts to help assist the board with writing the standards. This framework defines auditor independence as “freedom from the factors that compromise, or can reasonably be expected to compromise, an auditor‟s ability to make unbiased audit decisions” (McGrath et al 2001). Standards are based on a model that involves three key steps: identify threats to the auditor‟s independence and analyze their significance, evaluate the effectiveness of potential safeguards and determine an acceptable level of independence risk. According to researchers, “the definition of independence does not require the auditor to be completely free of all the factors that affect the ability to make an unbiased audit decision, but only free from those that rise to the level of compromising that ability” (McGrath et al 2001). The overall goal with independence is to ensure financial reports are reliable and improve capital markets efficiency. The role of appearance continues to remain a controversial topic in auditor independence. Challenges are faced when individuals uncover the meaning of “appearance” as well as selecting the right perceptions. Previous writings establish an auditor to consider whether an investor can determine how an audit will be affected based on the relationship between the auditor and the client. Researchers found difficulties when determining how to assess appearance because there was a “probable” lack of consensus about the circumstances likely to affect auditor‟s independence” (McGrath et al 2001). Although the debate over “appearance” fail to cease, there are three ways it can be incorporated in the standards if the auditors goal is to enhance credibility and reliability for financial statements. The methods include creating independence standards based of requested views from different parties, obtain information from a hypothetical group and develop standards based on the board‟s judgment.

The importance of auditor independence

Independence is an essential attribute for audits because it determines how credible and reliable financial statements will be to investors. Independence has been the focus of almost constant controversy, debate and analysis (LaFond 2009). After corporate failures and scandals, regulators began to question how independent and competent auditors were during engagements (Bakar et al, 2005, p.805). According to Fearnley, Beattie and Brandt (2005, p.40), “the restatement of the Enron accounts and the collapse of Anderson…shows the devastating effect of loss of confidence in the integrity of an audit firm.” The media remains critical of the auditing profession. Actual and perceived independence are the two types of auditor independence. The perceptions of the auditor independence will determine the future of the auditing profession (Fearnley et al, 2005, 41).

Factors that affect auditor independence

According to Shockley (1981), there are many factors that affect auditor‟s independence; however, in this study, factors such as the audit firm size, the firm‟s tenure, the level of competition in the market, the size of the audit fee, the audit committee and provisions for non-audit services will be discussed.

The level of competition in the market 

Competitive markets make it more difficult for firms to remain independent solely because clients can choose from a handful of other auditors to conduct their service. Other incentives or opportunities are available as the number of audit clients rises. Studies have shown that audit firms remain less independent when competition is high. According to Shockley (1981), if an audit firm allows competition to affect the nature of its audit dangerously close to nonindependence.” However, some argue, auditors are more independent once they realize the competition level so they do not jeopardize their clientele (Chepkorir, 2013). The Cohen Commission expressed their concern about too much competition in the accounting profession. “It is not the lack of competition that, however, but possible excessive competition that appears to present a problem to the public accounting profession today” (Shockley,1981). In response to the increase in pressures from competition, audit firms began to change their behavior by reducing audit fees in real terms and “there were prima facie cases of low balling, where incoming auditors were believed to have secured their appointment by offering significant fee reductions” (Macey & Schneider 2008). Houghton and Jubb (2003) offer a solution to create a “market-observable audit independence quality control process” as a result of market competition. In the proposed models they focused on having regular reviews on independence and ensuring that individuals selected on the Independence Control Board for firms who have audit engagements that are traded publicly are knowledgeable and free from receiving any benefits from decisions made from the Board. (Houghton and Jubb, 2003, p. 213.).

Audit firm size 

The audit firm size is another factor that impacts auditor independence. What distinguishes a large audit firm from a small audit firm? There are many differences between the two firms which include the amount of responsibility, the number and reputation of the clients and the caliber of employees. Larger audit firms are more likely to provide a better-quality audit due to better research facilities, technology, financial resources, and skilled labor because they can conduct audits from bigger firms. Pressures from management will affect smaller firms while larger firms are able to resist since they have different variations for client exposure. Since larger firms receives more publicity from the media, smaller firms are less noticeable by shareholders, “implying less information and weaker monitoring” (Fernando, Abdel-Meguid, and Elder, 2010, p.367). A study was conducted where researchers studied the impact of auditor firm size. It was comprised of larger firms such as the Big 4 and national and local firms. Everything was measured using the “collateral bond” by DeAngelo (Saat et al, 2013). The results of the study showed that, although the relationship between audit firm size and independence is unclear and insignificant, audit‟s firm size can moderate the relationship of moral reasoning and independence (Saat et al. 2013, p.244). In addition, there was a difference in the way large and small firms chose to document their disclosures in financial statements. For instance, national firms would leave comments for any adjustments that were made on the disclosure while local firms preferred a footnote.

Audit tenure 
Macey & Schneider, (2008) said an audit firm‟s tenure can be defined as the length of time an auditor performs services for a client. Risk associated with the loss of independence are increased once client relationships are maintained for a long period of time. On the other hand, other individuals believe having a lasting and faithful relationship will augment independence. For example, “long tenure is beneficial as auditors gain expertise in the field that they audit and may reduce the auditor‟s ability to detect irregularities or material misstatements” (UKEssays). The SEC released a regulation stating that partners should not remain with a client for no more than five years. Shockley (1981, p.789) explained how “complacency, lack of innovation, less rigorous audit procedures and a learned confidence in the client may arise after long association with the client.” A recommendation to rotate auditors was advised by the Metclaf subcommittee to avoid this issue (Shockley, 1981). Academic research has proven that there are more unsuccessful audits in the beginning of auditor-client relationships in addition to lower earnings with audits who have shorter time frames. Apparently, investors reward long auditor-client relationships with lower cost of debt (Mansi et al, 2004). 

Size of audit fee and non-audit services

Macey, & Schneider (2008) observed that many concerns are centered around auditors providing Non-Audit Services (NAS) because they are likely to risk their independence in return for more NAS earnings. It is assumed that auditors may try to sacrifice their independence in exchange for retaining the audit clients from which they might accrue large NASs revenues (Law 2008; DeFond, Raghunandan, and Subramanyam, 2002). Examples of non-auditing services include appraisal services, actuarial services, bookkeeping, internal audit services, various modes of management consulting, financial information design services, taxation services and legal advice (Austin and Herath, 2014). Studies have shown that NASs has impacted auditor independence negatively. Rules have been established by the Sarbanes-Oxley Act to limit the services auditors can provide for client. In addition, the SEC required firms that were traded publicly to reveal the amount of fees paid to auditors in their annual proxy statements as they were investigating the relationship between non-audit services and auditor independence (SEC, 2000). On the contrary, a few researchers discussed how utilizing NASs can help increase knowledge about the client. Audit Fee can be defined as the amount charged to a client to conduct specific services by the accountant. The fee may vary by size or based off the type of service provided but there have been many questions from researchers whether it affects audit quality. “The amount of audit fee can vary depending on the assignment risk, the service complexity, the level of expertise required, the cost structure of Public Accountant Firm and other professional considerations” (Rahmina and Agoes, 2014). “Large diversified with extensive receivables and inventories, pay higher fees” (Turpen, 1995). Studies have shown that larger firms tend to charge higher fees because of the idea that they may provide better quality for audits. Audit quality is challenging to measure and explain due to the lack of concept detail. According to Rahmina and Agoes (2014), there are nine elements firms should implement to meet quality control expectations. They include: independence, assignment of personnel, consultation, supervision, employment, professional development, promotion, acceptance and sustainable clients and inspection.

2:7  LEGAL LIABILITY OF AUDITORS

Glance (2006) stated that auditors are fiduciaries and may be liable to the company for negligent discharge of their duties. Section 368 of CAMA provides for the auditor ’ s liability in negligence where a company suffers loss or damage as a result of the failure of the auditor to discharge his fiduciary duty. He shall be liable for negligence in an action by the directors. If the directors fail to institute an action against the auditor, any member may do so after the expiration of days ’notice to the company of his intention to institute such an action (Glance 2006). Although in the normal case the auditors must only exercise an ordinary degree of care and skill and are, for example, entitled to accept statements on key matters from the company itself,the picture changes once there is any cause for suspicion; the auditor is then placed under a positive duty to enquire and investigate and may be held liable to anyone affected by his actions. According to Dandago, (1999), auditors are held to be liable for their failure to investigate further and detect the fraudulent dealing, which lay behind their discovery of altered invoices; this was a breach of their duty of care and skill as owed to the company, but there seems no reason why similar criteria should not be relevant in a negligence action brought by an outsider. Therefore, auditors ’ liability to the company can be based on contractual or tortious liability(Dandago, 1999),. It is noteworthy that the Nigerian, as well as the English law, has no cap on the extent of liability founded either in contract or tort. Some countries within the , European Union have legislation prescribing a cap on the liability of auditors to the company.Auditors may incur liability to others in a number of ways, the extent of which liability is explored in this article. Of most relevance is liability in tort for negligent misstatement Boyle (1997). Barker, (1999) noticed that Such liability has developed in English law over many years. Liability for negligent misstatement occurs where a person possessing certain skills or knowledge makes a statement to another whom he knows (or ought to know) will rely on it for a given purpose, and that other person does in fact rely on it to his detriment. The liability may be limited in certain circumstances by agreement (subject to certain safeguards for consumers). English courts have established that liability for negligent misstatement can be established only where there is sufficient proximity between the parties and where it is just and reasonable to impose a duty of care. In order to establish proximity, the statement must be made to, or knowing that it will be provided to, the potential claimant and relied on by that person. The locus classicus on liability to third parties for negligent misstatements is (Barker,1999). It held that liability for negligent misstatement resulting in financial loss is not limited only to cases where there is an existing contractual or fiduciary relationship. As has been pointed out with regard to the liability of auditors for breach of duty to persons other than members under the principle: such a duty will arise where a person gives information or advice in such circumstances that a reasonable man in his position would know that his skill and judgment was being relied upon, unless he expressly disclaims responsibility for its accuracy, and the auditor is clearly a person who may fall within this category (Belay, 2007). Liability may also be predicated on a combination of both a breach of duty and negligent misstatement ( Holyoak, 1986 ). Negligent misstatement was the basis of the issues in Owen Investments Ltd. v. Bennett, Nash, Wolf &Co.and the decision in the leading case of J.E.B. Fasteners Ltd. v. Marks, Bloom &Co.,reliance of course being the concept at the heart of the liability for negligent misstatements created by Hedley Byrne and Co Ltd v. Heller &Partners Ltd.The Hedley Byrne case raised the important question as to whether and in what circumstances a person can recover damages for loss suffered by reason of him having relied on an innocent but negligent misrepresentation (Barker,1999). It was acknowledged that there exists a myriad of circumstances that show that irrespective of any contractual or fi duciary relationship and irrespective of any direct dealing a duty may be owed by one person to another. Independent of contract, there may be circumstances where information is given or where advice is given, which establish a relationship creating a duty not only to be honest but also to be careful.
2:8  TRUE  FAIR VIEW AN ABSTRACTION OR REALITY

True 

Dandago, (1999) credited the definition of the word “True” to Nobes (1993) who studied a large audit firm and asserted that different definitions were advanced by different professionals; hence defined the term as: based on fact; complies with rules; undistorted fact; not in conflict with facts; objective; correct, within materiality; adherence to events; and factual accuracy. In the same vein, “true” means that the accounting information contained in the financial statements has been quantified and communicated in such a way as to correspond to the economic events,activities and transactions it is intended to describe (Lee, 1982). Based on these two definitions, it could be said that “true” means information as shown in the financial reporting process represents statement of fact. 

Fair 

Equity is one of the synonyms for fair. Fair means that the accounting information has been measured and disclosed in a manner which is objective and without prejudice to any particular sectional interests in the company (Lee, 1982). Haider (2001) describe the word “fair” as: not misleading (three times); substance over form (twice); proper reflection; putting in right context; consistent with underlying reality; ability to understand what has really gone on; in accordance with rules in context; and reasonable. According to Zanola (2015) fair comes from the old English word “fager” which meant „beautiful, pleasant‟ and that the etymological path of the word is strictly related to a general idea of beauty and harmony. Zanola (2015) also noted that the root of the word dates back to the Old High German adjective fagar, which meant beautiful, splendid, pretty, bright, and it is related to the Latin adjective pulcher. The root fagar- is also behind contemporary English words like beauty and glory. Fair is a measure of the degree of rationality exercised in the course of decision making process.

History/Origin of true and fair 

There is no consensus in extant literature on the origin/history of “true and fair view”. The true and fair view has its origin traceable to the United Kingdom in the 19th century (Ciocan & Georgescu, 2018). The initial wordings based on its Anglo-Saxon origin were “true”, “correct”, “honest” and “total” as evidenced in the United Kingdom (UK) regulations of the 1844 Joint Stock Companies Act. This was also supported in the work of Salihin, Fatima, and Ousama (2015). This trajectory of the conceptual phrase metamorphosing from “true, correct, honest and total” to “true and fair view” could be an indication that the current inconsistency that surrounds the use of the phrase as well as the lack of uniform definition of the concept started at the time of its historical formation. This lack of uniform definition of “true and fair view” is still prevalent till date in the financial reporting environment (Salihin et al. 2015). Based on the aforementioned, it can be deduced that the history of true and fair view is traceable to the United Kingdom as its place of origin, while there is also a near unanimous standpoint on the lack of universally accepted definition of the phrase. Burrowes and Nordstrom (1999) opine that “true and fair view” was given birth to in the United Kingdom and first incorporated into the 1948 UK Act and that the accounting profession have found it difficult to come up with a common definition of the concept. This position is corroborated by the assertion of Salihin et al (2014) who also share the opinion that there is yet a uniform conceptualisation of true and fair view. This development according to Burrowes and Nordstrom (1999) prompted the call from Swedish Government to relax its recommendation requesting auditors to include in their report; the truth and fairness of financial statements of their clients. Hopwood (1990) maintained that the origin of “true and fair view” can be said to be confusing and haphazard in nature, a situation that further demonstrates the reason, for continuous dynamics of the phrase in terms of wordings and nomenclature. This faulty foundation could explain the reason for difficulty in trying to harmonise the concept into a universally accepted template devoid of one form of criticism or another, thus making it origin confusing and haphazard. Problem of the true and fair view 
One fundamental problem of true and fair view is that of proper conceptual, identification and definition despite efforts by researchers and practitioners in the Anglo-Saxon accounting system and in the Continental accounting system (Ciocan & Georgescu, 2018). Anglo-Saxon accounting system is based on common law, while the Continental accounting system is on the basis of code law. Ciocan and Georgescu (2018) in a bid to justify the inconsistency in defining “true and fair view” review the various definitions given by other scholars and clearly took a position that there is inconsistency as regards the understanding of the concept of true and fair view, thus an indication that the concept of true and fair view could be taken as ambiguous. Another problem is the extent of the use of “true and fair view override”. Cook (1997) explained the issue of override while examining the structure requiring the use of “true and fair view” in financial reporting environment. The requirement as enshrined in the Fourth Directive (Article 2) read thus: Paragraph 3. “The annual accounts shall give a true and fair view of the company's assets, liabilities, financial position and profit or loss. Supplemented by:. Where the application of the provisions of this Directive would not be sufficient to give a true and fair view within the meaning of, additional information must be given. It is only after this positive requirement that the so-called 'override' is stated: Where in exceptional cases the application of a provision of this concept can be very ambiguous. According to Hamilton and Barker (2009), true and fair view means compliance with Generally Accepted Accounting Principles (GAAP) now compliance with International Financial Reporting Standard (IFRS) and on a broader definition, as the objectivity of the auditor‟s judgement beyond GAAP. True and fair view is an important objective of financial statement that conforms to standards, rules and regulation (Albu, Albu, & Alexander, 2009). This is an indication that the financial statements must possess certain minimum characteristics which are in compliance with laid down rules and procedures before the auditor is able to exercise professional judgement leading to the issuance of true and fair view. Attempt to give fragmented definition of the phrase „true and fair‟ is usually difficult (Moldovan, Achim, & Bota-avram, 2010). Zanola (2014) gave a fragmented explanation of true and fair view and a brief history and origin of „true and fair‟ view. He posited that it was introduced in the year 1948 in the UK Companies Act, while its legal origin dates back to the 18th century, while the 20th century saw its translation into its legalistic definition concerning corporate accountability. He asserted that what is true is real and reliable and what is fair is good, maintaining that it is usually not practicable to describe anything as both fair and true in English language, and that strangely, the two adjectives are joined in the accounting profession causing rhetorical problems. This claim buttresses any ambiguity that may characterise reliance on the phrase „true and fair view‟ either across cultural divides or linguistics interpretation as the case may be. For the fact that true and fair view only guarantees reasonable assurance as against the hitherto true and correct view which the auditor originally intended.

THEORETICAL FRAMEWORK

Agency Theory

This study adopts the agency theory as its main theoretical framework due its relevance in the discussion of the issue of internal audit functions and performance in the public sector organizations. One of the most relevant theories that can be used to explain the concept of auditing is the Agency theory. Adams (1994) has it that Agency theory is extensively employed in the accounting literature to explain and predict the appointment and performance of external auditors. Agency theory is used to explain the relationship between activities of external and internal auditors. Furthermore the theory is useful for highlighting the internal auditor functions in both private and public organization (Ironkwe & Ordu, 2015). Agency theory has it that Auditors acts as agents to their principals of which they have an obligation to act as to protect the interest of their principals. In other words, according to Agency theory, auditors acts as agents to their principals and more often than not, they act as to protect the interest of those that appointed them. This is particularly true with the public sectors organization, the managers as well as the political appointees are the agents of the people, the stakeholders needs them to act to protect the interest as well as the resources of the stakeholders. They need to be accountable to the stakeholders; if this happens then they would have acted in the interest of their stakeholders. The origin of Agency theory dates back to the works of Stephen Ross in 1973 and with Barry Mitnick in 1975 as the originators (Mitnick, 2006). Ross is responsible for the origin of the economic theory of agency, and Mitnick for the institutional theory of agency, though the basic concepts underlying these approaches are similar. However Mitnick and Ross while postulating the agency theory in their seminal paper and thesis did not popularize it. The application of agency theory in the business and institutional setting was done and popularised by Jensen & Mecklings (1976) and consequently were given credence for the introduction of Agency theory in the business world as noted by Mitnick (2006), sometimes Jensen & Meckling (1976) is cited as the originators of Agency theory, although what they originated was an influential application to the theory of the firm, not the agency approach itself. Adams (1994) further opines that that agency theory not only helps to explain and predict the existence of internal audit but that it also helps to explain the role and responsibilities assigned to internal auditors by the organization, and that agency theory predicts how the internal audit function is likely to be affected by organizational change. This is particularly true with the public sectors, for example, the Local Governments in the Rivers state. The managers as well as the political appointees are the agents of the people, the stakeholders as such needs to act to protect the interest as well as the resources of the stakeholders. They need to be accountable to the stakeholders; if this happens then they would have acted in the interest of their stakeholders. On this relevance, this theory is adopted as the framework for this study.
CHAPTER THREE

RESEARCH METHODOLOGY

3.1 INTRODUCTION

In this chapter, we described the research procedure for this study. A research methodology is a research process adopted or employed to systematically and scientifically present the results of a study to the research audience viz. a vis, the study beneficiaries.

3.2
RESEARCH DESIGN

Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the survey research design. This is due to the nature of the study whereby the opinion and views of people are sampled. According to Singleton & Straits, (2009), Survey research can use quantitative research strategies (e.g., using questionnaires with numerically rated items), qualitative research strategies (e.g., using open-ended questions), or both strategies (i.e. mixed methods). As it is often used to describe and explore human behaviour, surveys are therefore frequently used in social and psychological research.
3.3 POPULATION SAMPLING SIZE

The population for the study will consist of executives and their subordinates in the organization which is charged with the application of management by objectives to attain organizational goals in the organization.

This study was carried out to critically analyze the importance of auditing in the authentication of financial statement of business organization using Niger Gas Limited as a case study. Hence, the population of this study comprises of senior and junior staff of Niger Gas limited as enrolled participant for this study.

3.4
SAMPLE SIZE DETERMINATION

A study sample is simply a systematic selected part of a population that infers its result on the population. In essence, it is that part of a whole that represents the whole and its members share characteristics in like similitude (Udoyen, 2019). In this study, the researcher adopted the convenient sampling method to determine the sample size. 
3.5
SAMPLE SIZE SELECTION TECHNIQUE AND PROCEDURE

According to Nwana (2005), sampling techniques are procedures adopted to systematically select the chosen sample in a specified away under controls. This research work adopted the convenience sampling technique in selecting the respondents from the total population.   
In this study, the researcher adopted the convenient sampling method to determine the sample size. Out of the entire 180 employees of Niger Gas Limited, the researcher conveniently selected 106 respondents  comprising of 6 senior staff and 100 junior staff as sample size for this study. According to Torty (2021), a sample of convenience is the terminology used to describe a sample in which elements have been selected from the target population on the basis of their accessibility or convenience to the researcher.
3.6 
RESEARCH INSTRUMENT AND ADMINISTRATION

The research instrument used in this study is the questionnaire. A survey containing series of questions were administered to the enrolled participants. The questionnaire was divided into two sections, the first section enquired about the responses demographic or personal data while the second sections were in line with the study objectives, aimed at providing answers to the research questions. Participants were required to respond by placing a tick at the appropriate column. The questionnaire was personally administered by the researcher.

3.7
METHOD OF DATA COLLECTION

Two methods of data collection which are primary source and secondary source were used to collect data. The primary sources was the use of questionnaires, while the secondary sources include textbooks, internet, journals, published and unpublished articles and government publications.
3.8
METHOD OF DATA ANALYSIS

In analyzing the data collected from research questionnaires issued, frequency table distribution was used. 

3.9
VALIDITY OF THE STUDY

Validity referred here is the degree or extent to which an instrument actually measures what is intended to measure. An instrument is valid to the extent that is tailored to achieve the research objectives. The researcher constructed the questionnaire for the study and submitted to the project supervisor who used his intellectual knowledge to critically, analytically and logically examine the instruments relevance of the contents and statements and then made the instrument valid for the study.
3.10
RELIABILITY OF THE STUDY

The reliability of the research instrument was determined. The Pearson Correlation Coefficient was used to determine the reliability of the instrument. A co-efficient value of 0.68 indicated that the research instrument was relatively reliable. According to (Taber, 2017) the range of a reasonable reliability is between 0.67 and 0.87.
3.11
ETHICAL CONSIDERATION

he study was approved by the Project Committee of the Department.  Informed consent was obtained from all study participants before they were enrolled in the study. Permission was sought from the relevant authorities to carry out the study. Date to visit the place of study for questionnaire distribution was put in place in advance.

CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

1 INTRODUCTION

This chapter presents the analysis of data derived through the questionnaire and key informant interview administered on the respondents in the study area. The analysis and interpretation were derived from the findings of the study. The data analysis depicts the simple frequency and percentage of the respondents as well as interpretation of the information gathered. A total of one hundred and nineteen (106) questionnaires were administered to respondents of which one hundred (100) were validated. This was due to irregular, incomplete and inappropriate responses to some questionnaire. For this study a total of  100 was validated for the analysis.

4.2
DATA PRESENTATION

The table below shows the summary of the survey. A sample of 106 was calculated for this study. A total of 100 responses were received and validated. For this study a total of 100 was used for the analysis.

Table 4.1: Distribution of Questionnaire

	Questionnaire 
	Frequency
	Percentage 

	Sample size  
	106
	100

	Validated
	100
	94.3


Source: Field Survey, 2021

Table 4.2: Demographic data of respondents

	Demographic information
	Frequency
	percent

	Gender
Male
	
	

	
	40
	40%

	Female
	60
	60%

	Age
	
	

	20-30
	14
	14%

	30-40
	48
	48%

	41-50
	38
	38%

	51+
	0
	0%

	Education
	
	

	HND/BSC
	50
	50%

	MASTERS
	32
	32%

	PHD
	18
	18%

	Marital Status
	
	

	Single
	17
	17%

	Married
	55
	55%

	Separated
	0
	0%

	Divorced
	15
	15%

	Widowed
	13
	13%


Source: Field Survey, 2021
4.3
 ANSWERING RESEARCH QUESTIONS

Question 1:.Has there been any need to reorder the priority of  auditing as is being propounded by owo (1992)?

Table 4.3:  Respondent on question 1
	Options
	Frequency
	Percentages

	Yes
	60
	60

	No
	22
	22

	Undecided
	18
	18

	Total
	100
	100


Source: Field Survey, 2021

From table 4.3 above, 60% of the respondents said yes, 22% of the respondents said no, while the remaining 18% of the respondents were undecided.

Question 2: Has auditing been serving its principal objective of re-enforcing public confidence in the stewardship reports of management?

Table 4.4: Respondent on question 2
	Options
	Frequency
	Percentages

	Yes
	61
	61

	No
	19
	19

	Undecided
	20
	20

	Total
	100
	100


 Source: Field Survey, 2021

From table 4.6 above, 61% of the respondents said yes, 19% of the respondents said no, while the remaining 20% of the respondents were undecided.

Question 3: Has the management for whatever reason have been conniving with auditors to defraud the establishment at the expense of the investing public?

Table 4.5: Respondents on question 3

	Options
	Frequency
	Percentages

	Yes
	50
	50

	No
	32
	32

	Undecided
	18
	18

	Total
	100
	100


Source: Field Survey, 2021

From table 4.3 above, 50% of the respondents said yes, 32% of the respondents said no, while the remaining 18% of the respondents were undecided.

CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION

5.1
SUMMARY



In this study, our focus was to critically analyse the importance of auditing in the authentication of financial statement of business organisation. The study specifically was aimed at ascertain whether there has indeed become the need to reorder the priority of  auditing as is being propounded by owo (1992), determine if auditing has been serving its principal objective of re-enforcing public confidence in the stewardship reports of management, ascertain if the management for whatever 

reason have been convincing with auditors to defraud the establishment at the expense of the investing public. This study was anchored on the Agency Theory of Leadership and Trait theory.


The study adopted the survey research design and conveniently enrolled participants in the study. A total of 100responses were received and validated from the enrolled participants who where all respondent drawn from the selected senior and junior staff of Niger Gas Limited.

5.2
CONCLUSION

Based on the finding of this study, the following conclusions were made:

 There has indeed become the need to reorder the priority of  auditing as is being propounded by owo (1992).

Auditing has been serving its principal objective of re-enforcing public confidence in the stewardship reports of management.

Some management for whatever reason have been convincing with auditors to defraud the establishment at the expense of the investing public.
5.3
RECOMMENDATIONS
In the light of the findings and conclusions, the following recommendations are hereby proposed: 

Fraudulent managements who have been convincing with auditors to defraud the establishment at the expense of the investing public when discovered should be reprimanded by the law as this action will revive the public trust in public investment.

Auditing at all levels should be ensured to continue serving its principal objective of re-enforcing public confidence in the stewardship reports of management regardless of anything.
The priority of auditing should be ensured.
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APPENDIXE

SECTION A

PERSONAL INFORMATION
Gender

Male ( )

Female ( )

Age

20-30 ( )

30-40 ( )

41-50 ( )

50+ ( )

Education Level

BSC

MSC

PHD

SECTION B

Research question 1: Has there been any need to reorder the priority of  auditing as is being propounded by owo (1992)?
	Options
	Please tick

	Yes
	

	No
	

	Undecided
	


Question 2: Has auditing been serving its principal objective of re-enforcing public confidence in the stewardship reports of management?

	Options
	Please tick

	Yes
	

	No
	

	Undecided
	


Question 3: Has the management for whatever reason have been conniving with auditors to defraud the establishment at the expense of the investing public?

	Options
	Please tick

	Yes
	

	No
	

	Undecided
	


