A DETAILED DESIGN AND IMPLEMENTATION OF A COMPUTERIZED AUDITING SYSTEM FOR A FINANCIAL INSITITUTION

A CASE STUDY OF FIRST BANK (NIG) PLC 

ABSTRACT

The documentation management system in most audit firms no doubt, has a difficult task in today’s competitive auditing industry; hence there is the need for a fat, more efficient and effective processing system. 

Client’s files cannot be assessed quickly, and many difficulties are experienced in the updating, verifying and other auditing jobs. 

The work is geared towards the computerization of the existing system of processing data as well as identifying the various problems which are encountered the manual and mechanical method of data processing in the auditing of a clients financial statement of account and to recommend a first class solution to these problems which is to computerize the auditing/ processes in the banking sector,

The thesis as well compares the existing system, with the new system, which is the accurate and a faster means of processing data and the problems faced in preparing a customers financial statement of account. This alternative will provide a clear and urgent answer to the problems encountered in the auditing operations and hence fill private and government organization, industries, banks etc with reliable alterative functions assurance and dependability of financial statement about the account of the bank. 

The justification of this lies on the use of manual auditing operation. Finally, the thesis was concluded with the implementation programming, text run and changeover process of the new system. 

THE ORGANIZATION OF THE STUDY 

This study only focused on the computerization of the existing system of processing data as well as well as identifying the various problems, which are encountered in the manual mechanical method of data processing in auditing a client’s statement of account. 

Chapter 1 comes the introduction statement of the problem, purpose of study, aims and objectives, limitations, assumption and definition of terms. 

Chapter 2 deals with the literature review. 

Chapter 3 Analysis of the exiting system, fact finding method, organizational structure, objective of the existing system, input process, output analysis, information flow diagram, problems of the existing system and justification of the new system. 

Chapter 4 covers the specification design, input specification and design, file design, procedure chart and system requirement. 

Chapter 5, which is the implementation, comprises of program design program flowchart, pseudocode, source program and test run.

Chapter 6 covers the documentation,.

Chapter 7 covers the recommendation conclusion and references.
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CHAPTER ONE

INTRODUCTION 

Auditing is an action or practice that implies an incept examination of a set of financial statements, in order to form an objective opinion which is expressed in the form of an audit report the financial statement about the transaction of a business organization. This opinion is expressed in the form of an audit report.

Before the widespread use of computers, auditing was carried out by hand. With the growth of businesses and organisations, this method made it difficult and time-consuming to quickly complete auditing procedures. According to Garvin (2018), the number of files and papers that included information about the company or organisation that was being audited rose, making it difficult to store them all since they occupied space and made the number of files and documents harder to keep track of. Auditor had a significant amount of pain as a direct result of this. This came about as a result of the introduction of computers, which are now utilized extensively in virtually every aspect of human endeavour, including but not limited to production, manufacturing, banking, purchasing, and resource auditing, amongst other fields. In the view of Anderson 92015), the consistent rise in the use of computers in both the public and private sectors of the global economy is an unmistakable indication of the effectiveness of the processes that are being utilized in order to obtain the desired outcomes.

In recent times, however, the methods of auditing manually have been met with the difficulties of error that can be traced to human mistakes and share comings; hence, the researcher is going to consider how to overcome these problems with the use of a computer in this study effort. 

1.1
PURPOSE OF STUDY 

The researcher deemed it necessary to carryout this work so as to point out those areas that are associated with manual auditing and also it creates measure to take in other to alleviate the problems. 

This work or study will be vital in various ways to a number of people including the businessmen, firms, organization, companies in th filed of auditing. This will be of immeasurable benefit to auditors from times to time. 
AIMS AND OBJECTIVES 

 In order to keep auditing a breast of unreliable records, then there should be the thirst for reliability and credibility of information and records that facilitate capital business operations, firms and organizations proceed to establish and implement computerized measure and alternative to the present auditing. 

The aims and objectives that are involved in investigating on the alternative to manual auditing operations are to provide for security against dubious minded managers as well faulty and unreliable records. 

This work will as well serve as a stepping-stone to other researchers in the area of auditing and thus it will help to improve on this work, so that greater findings and recommendations will be made under auditing. 

1.3
 THE SCOPE OF THE WORK

This research only considers how problems of auditing manually in the area of financial organization be it private or government owned could  be extremely reduced or alleviated. 

The researcher will look at the existing nature of the problems and then suggest ways to enhance them. 

I will equally look at some manual auditing processes but may not go further to expose some auditing problems because of certain circumstance

1.4 LIMITATIONS

 
This project (study) was seriously faced with a number of factors the most important of which were time, money and fact-findings.

TIME

Time was by far the most important hindbrain to this since the researcher was tied down to serious studies for her examinations, this research work was shot given the appropriate attention through I made sure that the little I had was used to provide enough facts and figures that will stand as a starting point for other researchers in an auditing related problems. So far the assertion that time was gold, seems to have students work their projects in contemplation. 

MONEY
Limited fund also pose a problem to the realization and completion of this work going to libraries for days and the bank which I used as my case study to interview some staff in the bank typesetting and binding the findings into booklet all these demanded a lot of money.

FACT FINDING

 Owing to the buy schedule of the bank, getting he fact was not so easy, as most of the staff are very busy. 

1.5
ASSUMPTIONS: 

In the research work, I assume the facts and figures gathered are both accurate and reliable and at the end of the study, I would be able to report in this work, the various processes involved in a financial audit operations.

1.6
 DEFINITION OF TERMS COMPUTER SYSTEM

  
A device or system that is capable of accepting data using data to carryout sequence of operations in a distinctly and explicit defined manner. The operations and frequently numerical computer data manipulations but also include inputs input output.  

PROGRAM FLOWCHART

 This is a diagrammatic representation of a computer program. 

AMOUNT GENERATED:  This is the amount of money due to the bank for an auditing job.

EXPENSES: It is the expenses made on a project transaction. 

AMOUNT RECEIVABLE: It is the amount which the bank receives when the expenses is deducted from the amount generated.   

AMOUNT PAYABLE: This covers the money, which the bank spent on a transaction.

CHAPTER TWO

LITERATURE REVIEW

2.1
 INTRODUCTION

one might begin to ask how auditing got itself entangled in business, firms, organizations and companies? Well, if not for the critical examination of accounts and personnel in an organization lie in the case of personnel auditing) through test, verification, etc. so as to crèche confidence and reliability of accounts by attesting to the true and fair review of the financial statement of a firm, company or organization and also to eliminate ghost workers, man would not have regarded auditing as anything.


Thus auditing is defined as an activity that implice an incept examination of a set of financial statement and records and their underlying documents in order to form an objective opinion, which is expressed in the form of an audit report on it’s truth and fairness of the views expressed in the financial statements about the transaction of business formally, most of the audit work are done manually.

Historically the emergence of audit as an independent field of knowledge according to r. J. Anderson, F C A dated back to the year 1960. The first point to be observed is that auditing is a separate and independent field of knowledge.


It is sub-division of account as most people say. Most importantly, however, auditing theory is essential due to the fact that the adequacy of auditing procedures can only be planned and subsequently detailed, on the theoretical ground. There is no alterative, empirical proof of adequacy to which the auditor can appeal. The key requirements of a proper audit jobs, are that the audit evidence gathered by reasonable to an extent and intensity in view of the importance of the quest at the time and further, that it must be logically demonstrated so that such evidence provide sufficient support for the audit opinion expressed. The satisfaction of these requirements, ca only be demonstrated in terms of their consistency with a logic and coherent theory of auditing a client’s financial statement. 

2.2
THE AUDIT PROCESS 

The audit process consist of an investigation phase (field work) and reporting phase, in the investigation phase, he expresses the reports of his evaluation as an audit opinion. In gathering and evaluating these evidence, the audit process becomes more closely allied to the scientific method and to judicial process both of which are concerned with the concept of evidence and reasonable proof, then to the account process which it reviews. 

 The gathering of evidence is an active role in which the auditor selects the techniques which will yield the most persuasive evidence in an efficient manner, to either conform or deny the financial statement assertion the evaluation of evidence is on the other hand, a passive role in which the auditor weighs partially the evidence he has obtained. These two roles are separated in judicial process: reliance being placed on the adversary system to unearth all pertinent evidence and on the judge or jury to evaluate it objectively.


This combination of roles places responsibility on both the scientist and the auditor to examine all pertinent evidences, whether supportive or contradictory which is available on a timely and economy basis. 

Analogies carried out too far can however, be dangerous. The scientific method, the judicial process and the audit process must all make realistic compromise between certainty of proof and practical availability of evidence but each of the three disciplines makes this compromise defiantly. Thus a prime requisite of scientific evidence, is the repeatability of experimental results, whereas time and fiancé do not permit the repetition of identical audit steps.



Legal evidence generally excludes hearsay evidence, yet oral discussions and enquires, often including hearsay elements, should be an important part of audit evidence. In considering the theory of auditing, therefore, the influence of other disciplines may be a useful guide but in the end, auditing most be developed, as a rational coherent discipline on its own. 


In the last two decades, however, development of logical theory of auditing by the profession has been undertaker the pioneering work in this filed, was unquestionably that of mautz and shared in 1951. Audit care fair presentation, independent and ethical conduct. They did not suggest that there were the only relevant concepts, but their through, careful analysis of these findings laid the groundwork for a rational examination of the discipline of auditing. In addition, their critical investigation of certain postulate of auditing helped to expose some of the hidden assumptions on which auditing procedures are based on. 


A recent addition to this filed has been the American accounting association study. A statement of basic auditing concept in 1991. this study analyzed the relationship among audit assumption, audit perception and rational argument. In particular, the study provides many useful insights into possibilities of errors in an audit observation.


However, manual auditing in recent times has been confronted with problems, which are traceable to human mistakes and shortcomings. 

According to Anderson, a recent survey many business organizations etc, while auditing manually are time consuming as this could take up to a year or months to carry out the audit work, it’s somewhat inefficient. Faulty and unreliable is the auditing term or auditors could be bought over by some dubious minded managers, wastage of available resources as it could take a very long time to complete, somewhat rigid and makes no sufficient room for a change and it’s also very expensive. 

2.3
AUDITING OPERATIONS 

According to Scot Garvin W. T, to carry out the operations involved in auditing, namely vouching, verification, valuation and reporting the auditor (s) has to:

1.
Understand the detailed historical background and the operations of the business or job he has to audit. 

2.
Assess the quality of the financial reporting system and internal controls to ascertain whether reliable records were maintained as a basis for the preparation of the financial statement of account. 

3.
Take a sample of transactions and balances in the operations and accounting records.

4.
Review the year’s result as against those previous years and against the set standards (Budget) for the year. 

5.
Seek explanations from the firm or organization concerned on significant issues arising from the financial statements. 

6.
Try to understand whether the organization complies with the rules and regulation stipulated by the company and allied matters decree 1990 (CAMP). 

Finally, the information gotten from the above listed point forms the basis of the auditor’s reports. 

CHAPTER THREE

ANALYSIS OF THE EXISTING SYSTEM 

This section discusses the way data and information collected and used for this project work was generated. Consequently, it will cover the fact finding methods used, organizational, structure, objectives of the existing system, input process, output analysis, information flow diagram, problems of the existing system and the justification of the new system.  

3.1
FACT-FINDING METHODS USED 

There are two types f data and each of them, has it’s own peculiar method of collection. The two types of data are secondary data and primary data.  

SECONDARY DATA: These are facts that the investigator or the auditor collects from already existing sources. These secondary sources from which the data for this project work was generated were from the records and publication of textbooks and seminar papers.

PRIMARY DATA: This is the fist hand data or information; they are data, which were originated by th researcher for the purpose of the study at hand. 

3.2
PROCEDURE FOR DATA COLLECTION 

 
The methods of investigation, which I adopted, were consulting relevant secondary sources of data at the bank and through some personal interview with workers or staff in the organization.  

3.3
ORGANIZATIONAL STUCTURE 

Since this is a case study of First Bank  (Nig) Plc, Enugu. It is a case study and must have aan organizational structure.  

    ORGANIZATIONAL STRUCTURE













OBBJECTIVE OF THE EXISTING SYSTEM  

The aims and objectives of which the bank was established is to install discipline, accountability both in terms of monetary and personnel to ensure a proper and smooth running of the bank and other organizations account by whosoever is in change. This is necessitated by the huge financial misstatement on the part of the accountant or the director of the organization.

3.5
INPUT PROCESS 

  
The input design was the most important step to data collection. Data will be entered via a typewriter for a keyboard or any other input device into the system. For every data coded into the system, is designed to do the following.

1.
Validate all input data 

2.
Check the possibility of important combination of input items. 

3.
Keep input formal and simple

4.
Uses end of data rather requiring the user to specify number of items. 

5.
Label interactive input request specifying the available choice. 

6.
Input editing and modifying to data

All of the activities mentioned above would be performed by the subsystem, and my main input medium in this project is the electronic keyboard the input required include the cash balance, cash with correspondent bank, loans and advances, investment access and fixed assets, the computer can audit the financial statement of account of a customer. 

Input format 

Input 
Name 
  Filed with 

Filed type

Cash balance 

     200


Numeric 

Cash with Bank            200


Numeric 

Loans with bank 
       200


Numeric

Investment Access 

200


Numeric

Fixed Assets 


200


Numeric 

Total




1200


Numeric

3.6
OUTPUT ANALYSIS 

The output as would be expected from the system, is a processed data or information, video display unit and the printer have been our major output media for his project. The output is a statement which specific whether there is misappropriation in accounts or whether the account is balanced. And this would be as a result of getting the input processed.

THE OUTPUT FORMS   

1.
Overall results of processing 

2.
Recommendation

Misappropriation values  

  The outlook of the overall result of the processing 

	S/ON
	ASSETS 
	CAPITAL& RESEATED 
	AMR
	CASH BALANCE 
	TOTAL 

	1
	Liabilities 
	Profit & loss account 
	X
	X
	X

	2
	Fixed assets 
	Other assets 
	X
	X
	X

	3
	Investment Assets 
	Cash with bank 
	X
	X
	X

	4
	Loans & Advances
	Others liabilities 
	X
	X
	X

	5
	Share capital 
	Current deposit and accounts 
	X
	X
	X


Total= X

Press any key to continue.

INFORMATION FLOW DIAGRAM.

 One of the biggest difficulties faced by auditing manually, is the problem of errors traceable to human mistakes and shortcomings. Handling of records is beset with problems. Less of records is always noticed in manual auditing. And calculations sometimes can be wrong.

Manual system is filled with abundant irregularities. Facts report can hardly be discovered on time. The possibility report given by the auditor could be beset with problems too. 

3.9
JUSTIFICATION OF THE NEW SYSTEM   

Suffice it of state here that this work is very vital in various ways to a number of people in the filed of auditing. It will also be of immeasurable benefits from times to time to any intending researcher on the related topics.


On the other hand, audit organizers would know the measures to take so as to prevent problems of auditing manually and if when confronted these problems, they would be in a position to find a suitable solutions.

It can act as a security against dubious minded managers, as well as faulty and undesirable information.

Finally, the work will be a useful addition to the existing research work carried out in the of auditing in Nigeria and will serve as a reference for future researchers.

CHAPTER FOUR

DESIGN OF THE NEW SYSTEM 
As stated earlier, design is the most important step in the development praise for any system, i.e. it may be defined as the process of applying various techniques and principles for the purpose of defining a device, a process or system’s insufficient detail to permit it’s physical realization.  

The designers’ goal is to produce a model or representation of an entry that will be built aftwards. The process by which the model is developed, combines iteration and judgment based on experience in building similar entity, a set of principle of iteration, which ultimately leads to the final design representation. 

Computer software in other disciplines, like the engineering design approaches in other discipline, a change continually as new approaches, methods and better abnalysis evolves. The importance so soft word- quality.  

Design is the place where quality id fostered in Software that can be assessed for quality. A design is the only way through which we can accurately translate organizational needs into a finished product or system.

OUTPUT SPECIFICATION AND DESIGN 

Output as would be expected from the system, is a processed data. Video display unit and printer have been our major output media in this project. 

Information is displayed on the screen for consumption. The printer is utilized to generate a hard copy of the displayed information. 


Management can then take decision based on the information generated by the system.

The output format, which is expected from the system of, described as follows: 

OUTPUT DESIGN 

The output is a statement, which specifies whether there is misappropriation in the financial statement of account or whether the account is balanced. And this will be as a result of getting the input processed.

OUTPUT FORMS 

1.
Overall results of processing 

2.
Recommendation 

3.
Misappropriation values 

The out

	S/ON 
	ASSETS 
	AMT
	CAPITAL& RESERVED 
	AMT
	CASH BALANCE 
	TOTAL 

	1
	Liabilities 
	X
	Profits & loss account 
	X
	X
	X

	2
	Fixed asserts 
	X
	Other Assets 
	X
	X
	X

	3.
	Investment Assets 
	X
	Cash with bank 
	X
	X
	X

	4
	Loans & advance 
	X
	Other liabilities 
	X
	X
	X

	5.
	Share capital 
	X
	Current deposit and other acct.  
	X
	X
	X


Total x

Press any key to continue 

If after all the operations and the total obtain is not what is expected then it shows that there is misappropriation of values. 

MISAPPROPRIATION VALUE

Assuming we have 150,000, and after auditing we are left with 100,000 then the misappropriation values becomes 50,000. 

4.2
INPUT SPECIFICATION AND DESIGN 
The input design has the most important step of data collection. The input format must conform to the established standard during software requirement analysis and have to be implemented during system design and application. 

Data will be entered via a teletypewriter terminal or nay input devices, into the system. For every data coded into the system, is designed to do the following.

1.
Valuate all input data.   

2.
Check the possibility of important combination of input items.  

3.
Keep input formal and sample 

4.
Uses end data rather than requiring the user to specify number of items.

5.
Label interactive input request the available choice.

6.
Input editing and modifying to date, All of the above mentioned will be perform by the input subsystem, moreover my main input medium in this project work which is the electronic keyboard. 

INPUT DESIGN 

The input design specifies the type of data that has to be fed into the computer. 

The computer makes use of the Inputs this design, the input required are the: 

INPUT FORMAT    

	INPUT NAME 
	FILED WIDTH 
	FILED TYPE 

	Cash balance 
	200
	Numeric 

	Cash with bank 
	200
	Numeric 

	Loans and advances 
	200
	Numeric 

	Investment Access 
	200
	Numeric 

	Fixed assets 
	200
	Numeric 


4.3
FILE DESIGN 

The inputs were selected and stored a file. The file used in this design is a random access file. The records in the file are subdivided under different fields the filed contains related data items and each item of the filed, has a specific width.  

PROCEDURE FLOWCHART

                                                              

SYSTEM FLOWCHART 

System flowchart is an act of processing in logical sequence, the relationship in an easy to digest manner, using standard symbol. 

Some of the basic symbols used in the system flowchart are hereby shown below.

The system flowchart for the entire project will be concentration of individual system flowchart of all the subroutine.  
4.6
SYSTEM REQUIREMENT 

The software development invades the use of data in each major operation. An effort must and software that are Y2K compliant. 

I recommended hardware with the flowing configuration, namely:

1.
Pentium 400 MHZ WITH 32mb Ram, 4.5 HDD, 31/2 4 HD FDD. 

2.
CD ROM Drive and 50 watts speaker. 

3.
Windows 98, keyboard with mouse and printers such as LaserJet 6L.

SOFTWARE’S

Dos 6.22, Windows 2000. Excel 2000 and GN Basic.

CHAPTER FIVE

IMPLEMENTATION 

It is this phase that the researcher tests the credibility of the wade research work. Under this phase of the researcher actually brings all the previous phase into work and tries to see if all the efforts made toward achieving the aims and objectives of this study, is a worthwhile venture. 

5.1
PROGRAM DESIGN

The program written for the computerization of these financial audit procedures is designed to carry out vouching, verification valuation and reporting as well as assessing internal controls to ascertain whether reliable records were maintained, as a basis for the preparation of the financial statements. The program was also made to welcome easy maintenance and use. 

5.2
PROGRAM FLOWCHART 

Program flowchart, is a graphical representation of steps and the flow of action from one section of the program to another.  


In a nutshell, it is the algorithmic representation or pectoral overview of a program. The program flowchart for this design is shown in the attached page.      

                                                                                               

PROGRAM FLOWCHART 

                                                                                                   

PSEUDOCODE 

Enter code for Assets 

Enter code for Investment assets 

Enter code for profit and loss account 

Enter copde for captial and reserved 

Determine total 

Check value for CK by 

Subtracting ( captial from profit) from ( Investment and assets) 

If CK = TOTAL THEN 

PRINT ACCOUNT OK

ELSE 

PRINT ACCOUNT MISAPPROPRIATION 

END IF 

STOP

5.5


TEXT RUN 

This shows how the program works. The program is package in 3½ inches high density diskette and store in a directory called Audit. BAS. The software operating system required in the Ms-Dos. To run the program, the Dos Prompt has to be changed to drive A, from the C prompt. Cc:/>), type A: (enter) C: />A: press enter key. 


The prompt changed from C to A thus A:/> from this prompt type GN BASIC        (enter). This loads the GN BASIC interpreter, press Esc key to remove the dialogue. 

LOADING THE PROGRAM 

From the Basic environment 

Press AlT+F

Press O for OPEN 

Type in A unit. Bas

Press        (enter) 

The program is automatically loader.

RUNNING THE PROGRAM

To run the program press f5, which start the execution, it prompts for a password, key in the pass work Joyce and press      (enter) once this is done, the introductory screen appears. 

After a which, it disappears and introduces the main menu with its options.  


The application package is designed with one menu, which are: 

1.
Audit system 

CHAPTER SIX

DOCUMENTATION 

Documentation is very important in any research work because it is in the documentation that an individual, who does not know much about the research work, can learn to operate the new system. 

The program written for this project is stored in a (diskette) and the filename is simply” financial Audit” Any person who may want to access the file, is required to key in financial audit as the filename when the system has been booted. 

CHAPTER SEVEN

RECOMMENDATION AND CONCLUSION.

7.1
RECOMMENDATION
The basic importance of software testing and its implications with respect to software quality cannot be over emphasized. To develop a software system, it involves a series of production activities where chances of injection of human fallibilities are enormous. If necessary precautions, bearing in mind the necessary preventive techniques/measures, are put in place during and after design and implementation of the computerized alternative, then the problems which are associated with financial auditing manually would be alleviated . 

Infact, this project though very challenging, has been a very interesting medium of learning new things and programming techniques.

I am of the opinion that this topic should be given to as many candidates as are desirous to work upon it and come up with different ideas as it affects financial audit. 

I would therefore be extremely happy to see this work being used or serving as a prototype to others who would like to improve on it. 

7.2 CONCLUSIONS 
Having identified the numerous problem associated with the current system whereby the financial audit process is done manually is being. 

1.
Time consuming

2.
Exposes the organization to greater risk of being duped by some dubious minded managers. 

3.
Inefficiency 

4.
Unreliable 

5.
So rigid, and makes no room for innovative changes. 

It is therefore the intention of this project work, to eliminate all these shortcoming as used above. Its major objectives is to provide management with an automated financial information system with the minimum time lag,. 

 
Since financial condition is often considered the best single measure of an organization’s competitive position and overall attractiveness to investors. 

An organization’s liquidity, leverage, work capital profitability’s asset utilization, cash flow and equality position can eliminate some of the strategies, as feasible alternatives.


Financial factors very often result in implementation plans being changed. To provide the management with their financial standing in the appropriate policies to move the business forward more than the past years. 


This new system also reduces complexities and is very simply to manipulate, very flexible and facilitates changes. Maintenance cost, is projected to the dearest minimum.  

It is worth mentioning at this junction, that the system when installed is relative with the old system as it eliminated all the handicaps inherent in the old system with newer and better facilities introduced.   
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