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ABSTRACT
In this research work titled the impact of internal auditing on the profitability of money deposit bank with particular reference to First Bank Nig Plc. The researcher evaluated the impact of internal auditing on the profitability of First Bank Nig Plc. Data for the study was sourced from two main sources which include Primary and Secondary sources of data Collection. Primary data: questionnaires and oral interviews were used to collect information from the respondents. Secondary data: journals, and other relevant materials relating to the area of my investigation will be review. Extensive literature review was carried out involving the conceptual, theoretical and the empirical frameworks. The research instrument used in this study was the questionnaire. The questionnaire is structural as to contain both close and open ended question. Simple tables and percentages were used in treatment of data. Pearson Correlation was used in testing the hypotheses.  At the end the researcher found out that Internal auditing has significant impact on the profitability of money deposit bank in Nigeria. Based on the findings the researcher recommends that Daily call over, reconciliation and auditing at every level Surprise internal cash count. Regular review and cleaning of all surprises accounts preparation of monthly account and board of central bank return.




CHAPTER ONE
INTRODUCTION
1.1	Background of the Study
Taking a deep retrospect, internal audit has served as a simple administrative procedure comprised mainly of checking documents, counting assets, and reporting to Board of Directors, Management or External Auditors. In contemporary era, a combination of different forces has led to a quiet revolution of the profession. Organizations have to demonstrate accountability in the use of shareholders money and efficiency in the delivery of services. Organizations now demand great competency and professionalism from internal audit, and scarce resources must be deployed more efficiently to minimize and manage risks. Technological advancement makes it possible to track and analyse data with continually increasing speed thus making it essential for organizations to be well advised by the internal audit department. Internal audit varies from one organization to another, and making change to modern internal audit can be a substantial undertaking. The transition from merely ensuring compliance with rules and regulations to truly delivering added value requires more than just organizational changes. In many bank institutions staff is poorly paid and unmotivated, ethical standards are weak, and governance practices are ineffective leading to asset mismanagement (Ramamoorti, 2003). 
All over the world there is a realization that the Internal Audit activity has the potential to provide hitherto unparalleled services to management in the conduct of their duties. This potential has been turned into a challenge and embodied in the new definition of Internal Auditing from the Institute of Internal Auditors (the IIA). Commercial banks have come to the realization that internal audit is essential in improving management of assets in the banks leading improved financial performance of banks (Basel Committee, 2002). According to Robertson (1976) Internal Auditing may be defined in several ways depending upon what purpose is to be served. Pickett (1976) stated that ―internal audit is an independent, objective assurance and consulting activity designed to add value and improve an organization‘s operations. It helps an organization accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control, and governance processes‖. This definition actually seeks to demonstrate the depth and breadth of the internal audit activity within an institution as against the previous orientation of reviewing payment transactions over the years. 
Internal Audit is an objective and independent appraisal service within an organization on risk management, control and governance by measuring and evaluating their effectiveness in achieving the organization‘s agreed objectives. In addition, internal audit‘s findings are beneficial to the Board of Directors and line management in the audited areas. The service applies the professional skills of internal audit through systematic and disciplined evaluation of the policies, procedures and operations that management put in place to ensure the achievement of the organization‘s objectives, and through recommendations for improvement (Dumitrescu, 2004). 
The Board of Directors of the Institute of Internal Auditors in June 1999 described internal audit as an independent, material and consultancy activity, which adds value and improves the functioning of an organisation. It helps the organisation achieve its aims by means of a systematic, disciplined approach to evaluating and improving the effectiveness of risk management, control and the management process.
Internal audit has several aims and principles which it is necessary to adhere to. It is the board of directors of the bank, however which bears final responsibility that the bank‘s management applies an appropriate and effective system of internal audit, a system of evaluating banking activity risk and risks concerning bank capital, appropriate methods of monitoring compliance with laws, measures and internal procedures. Likewise, the bank's management is responsible for drawing up procedures which identify measure, monitor and control the risks that the bank faces. 
Internal audit is a part of the repetitive monitoring of the internal control systems of the bank and its procedures for evaluating internal capital. As such, it assists management and the board of directors in the effective performance of their responsibility as outlined above (Gramling, 1997). 
Although the need for objectivity and impartiality is of particular importance for the internal audit department in a banking institution, this does not exclude the possibility that this department, too, may contribute to advisory and consultancy activity, if the independence of analyses and evaluations is ensured. Some banks have also introduced a system of evaluating their activities, which does not replace, but supplements the function of the bank‘s internal audit. This is a formal and documented process whereby management and employees analyse their activities and evaluate the effectiveness of the related internal control procedures (Hawkes, 1994).
1.2	Statement of the Problem
Banks constitute the chief cornerstone of an effective financial system of any given stable economy of a country. At the heart of banking, is the audit function; this is evident by the fact that all other departments are linked with the internal audit department. The importance of internal audit system cannot be overemphasized where a variety of requirements, processes that are both manual and information communication technology-based (ICT) are used. In describing auditing, Betty (1975) describes auditing as a branch of accounting concerned with the efficient use of resources to achieve a previously determined objective or set of objectives contained in a plan. Obazee (1997) describes internal auditing as the whole system of auditing, financial and otherwise, intended to secure management information and reliability of accounting records. Organizations have recognized internal audit function as a tool for ensuring effective workings of the internal control system. This is why Okolo (2001) describes the internal audit function as an aspect of control mechanism, within a business, manned by specially assigned staff. In Nigeria, the audit function in the banking sub-sector has not been fully tapped although it has done comparably well; consequently, cases of errors and intent to defraud and other fraud cases exist in the banking industry. It is therefore no surprise that the distress in the banking sub-sector in the nineties reflected lack of effective control mechanism of the internal audit function in the banking industry. These experiences of failed banks in Nigeria, and other nations, called for the reinforcement of internal audit and the strengthening of the controls system in the Nigerian banks. This call to action is quite pertinent as the banking institution is the backbone of an effective economy. On this wise was this study undertaken to assess the impact of internal auditing on the profitability of money deposit banks.
1.3	Objectives of the Study
The primary objective of this study is to examine the impact of internal auditing on the profitability of money deposit banks. Specifically, we would focus on:
a. The various ways internal auditing has improved profits in the banks.
b. The factors militating against effective internal audit in money deposit banks.
c. Examine the relationship between effective internal audit and profitability of money deposit banks.

1.4	Research questions
a. How has internal auditing improve profitability in money deposit banks?
b. What are the factors limiting effective internal audit in money deposit banks?
c. Is there a relationship between effective internal audit and profitability of money deposit banks?
1.5	Research Hypothesis
The study developed and formulated for testing, the below hypothesis:
H0: There is no significant relationship between an effective internal audit and the profitability of money deposit banks.
Ha: There is a significant relationship between an effective internal audit and the profitability of money deposit banks.
1.6	Significance of the Study
It is hoped that this study will enable the management of the First bank (Place of Study) and other similar companies that requires an effective internal audit such as Research institute, business organizations and the General Investigating public be guided adequately in the pursuit of the realization of their own objectives. It will enable them manage the increasing fraud and wastages, cases of sophistication of crimes, Irregularities and their implications. Finally, it will be of immense benefit to the practicing accountants in their audit works, there would be accountants, legal practitioners who need them as a Good reference guide for their legal duties.
1.7	SCOPE OF THE STUDY
The scope of this study is limited to the impact of internal auditing on the profitability of money deposit bank with particular reference to First Bank Nig. Plc. The reason is to enable the Researcher have a enough time to carry out an In-dept. study of the subject matter with regards to its operations in the institution. It is important to state that in spite of the sensitive nature of the issue, the quality of work was neither delineated nor lacked substance and as such should be reliable in establishing comparative standards of performance.
1.8 LIMITATION TO THE STUDY
The major limitation to this study is Essentially Time. The time presently allotted to the study of research documentation/project writing is quite insufficient. On a suggestion that student should be groomed and grounded in the areas of research of work right from their 2nd year of the four years programmes. This will enable them perform optimally.
1.9 DEFINITION OF TERMS
AN AUDIT: Nwabueze C.C (1997) Defined an audit as an independent Examination by a statutory appointed person called the auditor  to investigate, an organization, it’s records and the financial statements prepared from them, and thus. Form an opinion on the accuracy and correctness of the financial statement.
AUDITING: J.C Eze Defines auditing as an activity carried on by the auditor when he verifies or Examines accounting information, Determine the accuracy and reliability of accounting statement and reports, and then express his opinion.
INTERNAL AUDIT: An independent appraisal function Established by the management for the review of the internal control system as a service to the organization. (J.C EZE)
The institute of chartered accountants of England and Wales (ICAE&W) also defines internal auditing as: - “A Review of operation and records, sometimes continuous undertaking within a business by specially assigned staff”
INTERNAL CONTROL SYSTEM:   Auditing standard and guide line (ASG) define the system as ’’ the whole system of controls, financial & otherwise established by the management in order to:
1.  Carry on the business of the enterprise in an orderly and efficient manner;
2.  Ensure adherence to management policies;
3.  Secure as far as possible the completeness and accuracy of the records.
MANAGEMENT AUDIT: According to mayo associates limited (1988) management audit is an independent Examination of the quality and polices of the management of an organization as well as the level of their execution against the background of relevant environmental factors and condition. It could cover any aspect of an organization activities such as: corporate planning, marketing, finance and accounting, production research and development, or other aspect of its corporate affairs. The objective is to produce a report which will form a basis for the review and amendment of the organization policies and procedures.
AUDITING STANDARD: Auditing practice committee (APC) defined Auditing standard as those principles which the members of the profession should use as guide line whenever they are discharging an auditing responsibility





CHAPTER TWO
LITERATURE REVIEW
2.1	Introduction
When internal auditing is accepted and acknowledged by an organization’s leaders as a management activity, internal auditors can fulfill their most fundamental role — supporting management and the board in achieving organizational objectives. And competent internal audit professionals bring to the table objectivity, integrity, expertise in communication, the ability to identify enterprisewide risks, and the skill to assess the effectiveness of controls put in place by management to mitigate those risks. As partners to management, internal auditors are positioned to help protect the organization against both traditional and emerging risks; provide consultation about how opportunities and vulnerabilities can be balanced; and make valuable recommendations for assessing and strengthening corporate governance. In this section of the study, our focus is to review some literatures in line with the subject matter. This review will be under three subheadings which includes the conceptual, theoretical and empirical studies.

2.2	Conceptual Framework
Internal Auditing 
According to Unegbu and Obi (2012), internal audit is part of the internal control system put in place by management of an organization to ensure adherence to stipulated work procedure and as aid to management. Deepak (2010) sees internal audit as an independent and objective assurance and consulting function designed to help an organization to achieve its objectives. The Institute of Internal Auditors [IIA] (1999) defines internal auditing as an independent, objective assurance and consulting activity designed to add value and improve an organisation‘s operations. It assists an organization to achieve its objectives by bringing a systematic disciplined approach to evaluate and improve the effectiveness of risk management, control, and governance processes. Adeniji (2011) states that internal audit is part of the internal control system put in place by management of an organization to act as an aid to management which ensures that the financial operations are correctly carried out according to the law and also in accordance with the wishes of the board or council. Unegbu and Obi (2012) believe that internal audit measures, analyses and evaluates the efficiency and effectiveness of other controls established by management in order to ensure smooth administration, control cost minimization, capacity utilization and maximum benefit derivation. This implies that internal audit is an integral part of a complex system designed by the management of any organization to ensure orderly conduct of its business and prevent abuse of assets. 
According to the IIA (2009) definition, internal auditing can as well be classified into three diverse areas; risk management, corporate governance and internal control. Internal auditors play a basic role not only in risk management but also providing consultants and assurance services to the executives. Previously, the IIA issued ―The Role of Internal Auditing in Enterprise Wide Risk Management (ERM)‖ as a track to the internal auditors that they supposed to play their role in the enterprise risk management procedure. Lately, related to consulting services the IIA report portrays four essential activities for internal auditor to be accountable, which are; coordinating Enterprise-Wide Risk Management activities, facilitating the identification and evaluation of risks, maintaining and developing the Enterprise- Wide Risk Management framework, and for the management support developing of risk management strategy. Internal auditors are employed by individual companies to audit for management. The internal audit group in some firms (e.g. legal firms) can include over a hundred persons and typically reports directly to the CEO, other high executive officers or even the audit committee of board of directors. Internal auditors‘ responsibilities vary considerably, depending on the employer. Some internal audit staff consists of only one or two employees who may spend most of their time doing routine compliance auditing. Other internal audit staff may consist of numerous employees who have diverse responsibilities, including many outside accounting areas (Liu, 2013). 
Enofe, Mgbame, Osa-Erhabor and Ehiorobo (2013) contend that the aim of internal auditing is to improve organizational efficiency and effectiveness through constructive criticism. This means that identification of areas of weakness and suggestions for improvement are the main thrust of internal auditing. Little wonder Sawyer (1995) state that internal auditor‘s job is not done until defects are corrected and remain corrected. Other researchers such as Deepak (2010) identify the objectives of internal auditing to include: Effectiveness and efficiency of operations (programmes and projects), reliability of financial and operational information, safeguarding of assets, compliance with rules and regulations and prevention and detection of fraud. Barker (1999) while corroborating the views of Owler and Brown (1999) extends the objective of internal audit to include review of the operations and records of the undertaking and in course of these checks, much of the detailed work of the organization in respect of financial and other statements are effectively audited. Vos (1997) also states the internal auditor‘s main objective is to evaluate effectiveness of financial and operating control, confirm compliance with company policies, procedure, protect assets, and verify the accuracy and consistency of organization‘s external and internal reports. While Stoner (1994) believes that the objective of internal audit is to evaluate several of the organization‘s reports for accuracy and usefulness and also recommending improvement of the control system, Owler and Brown (1999) argue that the objective of internal auditor is to protect management against errors of principle and neglect of duty.
Conceptualizing Internal Audit Reliability 
Reliability can be seen as the extent to which the accounting information signifies what it purports to represent (Liu, 2013). How to ensure the reliability of internal auditing has been an area of common interest to many, though scarcely examined in literature. This paper sees internal audit reliability as the degree of assurance that the established objectives of the internal audit functions are achieved objectively and effectively. Traditionally, reliability is one of the anticipatable qualities of an audit assignment, be it external or internal audit. Prior literature (see Suleiman and Dandago, 2014) has shown that reliability of accounting information, in the context of contemporary financial audit, depends on the adequacy of a number of reliability factors, for example: have the financial statements been prepared based on Generally Accepted Accounting Principles (GAAP); having the financial statements approved by the directors; as well as been audited by independent auditor. 
In respect of the external audit, the audited financial statement is expected to be reliable as anything short of that may undermine its decision usefulness. On the part of internal auditing, reliability can be linked from the effectiveness point of view of the entire internal audit process and function. Since the internal auditors are also employees of the organization - functioning in a staff capacity and reporting to the high-level officers in that organization, the reliability of their assignment could be scaled on three fronts. Firstly, on the part of the management: how well their input could be relied upon in assisting managements in strategic decision making, ensuring financial discipline and control, and minimizing/managing organizational risks. Secondly, on the part of the external auditor: their relationship with internal auditors should be one of mutual support and cooperation in order to strengthen overall audit quality and mechanisms of corporate governance as posited by Gramling and Myers (2003). How transparent and objective the internal auditors can be rated in this regards could translate to reliability of the internal audit function. Thirdly, effective stakeholder relationships: this is essential for internal audit‘s success. Fostering and strengthening stakeholder relationships helps to build confidence and reliability in internal audit‘s work (IIA, 2016). 
Issues in Internal Audit Reliability 
The study identified four salient issues from literature (see Coderre, 2006; Baharud-din, Shokiyah, and Ibrahim, 2014; Oyewumi, Ayoib and Oluwatoyin, 2017) that are considered vital in either enhancing or marring the internal audit reliability. They include: i) Issue of independence and objectivity of internal auditors; ii) Issues regarding management/stakeholders support and influence; iii) Issue of competency of internal auditors; and iv) regulatory issues. 
Issue of Independence and Objectivity of Internal Auditors 
Brinkley (2015) conceptualized independence and objectivity to be a reflection of an auditor that is self-sufficient, self-reliant, free from undue control, operationally autonomous, and thinking or acting for oneself. The IIA clearly recognizes internal auditing as an independent function in its definition and the internal auditors must be objective in performing their job. The standard describes independence as the freedom from conditions that threaten the ability of the internal audit activity to carry out internal audit responsibilities in an unbiased manner (Oyewumi et al, 2017). In that regards, the consensus in the literature (Alzeban & Gwilliam, 2014; Gustavson & Sundstrom, 2016; Tepalagul & Lin, 2015) is that the principle of independence and objectivity is indispensable in both internal and external auditing. Both principles are considered as the cornerstones of auditing, and without them, the concept of auditing can merely be linked to that of a giraffe without a neck. Consequently, the regulators of accounting and auditing, through standards, lay much emphasis on the principle of independence and objectivity. 
In actual practice, however, Okike (2004) reported that auditors in Nigeria have been rendered powerless, considering the environment they found themselves. Unegbu and Kida (2011) reports that internal auditors have become a toothless bulldog that can only bark but cannot bite, especially in the Nigerian public sector where they have been subjected to different categories of humiliation, ridicule, and maltreatment. Unegbu and Kida (2011, p.307) report that IAs are exposed to many hazards which impairs internal audit efficiency – such as the several ―reported cases of assassinations, burglary, native medicine and acid attacks on the lives and properties of internal auditors.
Consequent upon this, Akharayi (2013) posits that the level of independence of IAs in Nigeria is very low, and in most cases, they are not objective in their recommendations and conclusions simply because of the fear of losing their job. This situation is not in line with the best practice and basic principle of independence and objectivity which is the cornerstone of the auditing profession. Howbeit, it has also been argued in the literature (see Mihret, James & Mula, 2010; Tusek & Pokrovac, 2012; Unegbu & Kida, 2011) that, internal auditor, being an employee of an organization, cannot enjoy absolute independence. However, if the threat to the lives, properties, and possibility job loss of IAs continues, there is a high chance of them becoming a ―toothless bulldog‖ that can only bark but cannot bite. This can threaten the reliability of their core mandate, and may implication affect the going concern potentials of the organization. 

Issues Regarding Management Support and Influence 
Some study (see Baharud-din et al, 2014) found that without management approval, support, and encouragement, the internal audit processes are likely to face failure. Before an internal audit function can be adjudged to be reliable, the auditor must have the support of the management. However, this appears not to be the case at all times. For instance, researchers like Akpomi and Amesi (2009) found that most Nigerian administrators feel auditors are always in their firm or establishment to expose them and so they prefer to have a cover up, by bribing them before the commencement or in the course of their duty. The authors also argue that most auditors connive with corrupt officials to cover their lapses. The possible explanations are not far-fetched, since internal auditors are also part of the workforce (employees) of the organization (unlike external auditors), there is every tendency that the management may either support or influence their duties. After all, ―he who pays the piper dictates the tune‖. Also, Deribe & Regasa (2014) suggest that if managers can control the quality of internal audit, they can easily engage in opportunistic behaviours without being noticed. The implication of the above is that an organization may still have an internal audit function, yet management excesses may not be curtailed especially where aspects of the function can be contained by management. 
It was evidenced in a multiple-case study, as noted by Lenz (2013), that the pattern of interaction between Chief Audit Executives and Senior Management is a key determinant of Internal Audit effectiveness. This supports the earlier assertion that workability and reliability of the internal audit largely depends on the will power of the management to support such function. Therefore, where senior management, possibly pushed by the supervisory board or the owner himself, truly supports the internal audit function and wants it to look at the right matters, its effectiveness will be fundamentally different from cases where the management and/or board is passive, and does not push the internal audit function to become effective by unearthing matters they may not wish to be found. In the upper echelon of Management, interaction and relationship are strongly based on shared goals, shared knowledge and mutual respect. Since the duty of the internal auditors is to provide an unbiased and objective view, they ought to be free and exonerated from the operations they evaluate and report to the highest level in an organisation. If the internal auditor is given a level playing field to operate or is allowed to function without management interference in any form, there is every tendency that the audit exercise will be effective and reliable. More so, Baharud-din et al (2014) argued that the success of internal audit function will depend on the strength of management‘s support for the auditing process. Based on these lines of arguments, the paper proposes that a relationship would most likely between management support and internal audit reliability. 
Issue of Competency of Internal Auditors 
Baharud-din et al (2014) described competency as the ability of an internal auditor to perform a job or task properly base on the educational level, professional experience and the effort of the staffs for continuing professional development. To be effective, the internal audit activity must have qualified, skilled and experienced people who can work in accordance with the code of ethics and the international standards. In this regards, competence appears to be the watchword in the internal audit function. As per Prawitt, Smith and Wood (2008, p.9), ―the more competent the internal auditors, the more likely they are to understand the factors leading to and the indicators of management bias in accounting accruals and how it can be moderated‖. The Statement of Accounting Standards (SAS) linked the internal auditors‘ competence to reliability of the audit assignments as SAS No. 65 indicates ―that external auditors must evaluate an IAF‘s competence, objectivity, and work performed before relying on the IAF‘s work‖. 
The findings of most previous researchers equally towed the same direction. For example, researchers like Mpakaniye (2017) and Baharud-din et al (2014) found that audit staff competence is a significant determinant of an effective and reliable internal audit function. The study by Desai, Roberts and Srivastava (2006) also revealed that competence was the most important factor in a reliable internal audit function, followed by objectivity and work performance. Ege (2015) also find that IAF competence is negatively associated with the likelihood of management misconduct, meaning that a well-trained high quality IAF creates further benefits for the organization. The recent work of Eulerich and Ratzinger-Sakel (2017) equally note that internal auditors‘ competence and professionalism can be enhanced by engaging the internal audit staffs to periodic trainings. However, this appears not to be the case in all organizations. For example, Meggeneder (2015) argued that internal audit departments of most organization often do not have well-developed staff training after finding that only 40% of internal auditors in a survey of 166 countries reported fewer than 40 hours of training per year. 
In Nigeria, as well as in most developed countries, auditors are seen as competent, but the failures of a handful of banks and some companies‘ have given rise to doubts in the minds of the business community (private and public sectors). Farouk and Hassan (2014) conducted a study of audit expectation gap in two southern states of Nigeria using 96 internal auditors in state ministries. Their study suggests that the widespread governance failures are a result of internal audit not been competent enough in performing its role. By virtue of the new definition of internal auditing by the IIA, which expanded the scope of internal auditing within an organization to encompass areas such as an organization's governance, risk management and management controls over: efficiency/effectiveness of operations (including safeguarding of assets), the reliability of financial and management reporting, internal auditors requires near-frequent skill developments for their functions to be reliable.
2.3	Theoretical Framework
The paper draws its theoretical backing on the combination of Institutional and Protection Motivation theories. On the former, the institutional theory is considered suitable for internal auditing (IA) research for three reasons. Firstly, the theory encompasses IA practices which are a part of organizational phenomena. Secondly, it helps to explain organizational phenomena without assuming a limited set of organizational goals—unlike neoclassical economic theories such as agency theory and transaction cost theory, which are both predicated on the assumption of shareholder wealth maximization which is not the only factor that an organization considers when trying to decide among alternative plans of actions (Mihret, James & Mula 2010). Thirdly, it could support audit research in developing countries where the equity market is underdeveloped (Mihret, James & Mula 2010). Prior research suggests that institutional theory has validity in IA research, both in developing countries (Al-Twaijry, Brierley & Gwilliam, 2003) and developed countries (Arena, Arnaboldi & Azzone 2006). Therefore, neoclassical economic theories may not sufficiently explain IAs development and operation in varied settings (Mihret, James & Mula 2010). 
The institutional theory proposes that the survival of an organization depends not only on achieving production efficiency but also on its conformity to societal norms of acceptable practice (DiMaggio & Powell 1983). One of the prime characteristics of institutional theory according to Fogarty (1996) is its ability to contrast genuine achievements of organizations against what their structures may suggest to the external environment should be achieved. Institutional theory explains that organizations sometimes engage in decoupling, that is, actual organizational practice may differ from what the external facade of an organization suggests (Al-Twaijry, Brierley & Gwilliam 2003). Subsequently, decoupling may occur when organizations display to the business world that they are operating in a perceived manner internally, when in the view of the external environment they are in fact falling short of those expectations (Meyer & Rowan, 1977). In that regards, Al-Twaijry, Brierley and Gwilliam (2003) conclude that the actual operations of internal audit departments are often times decoupled from the expectations of how they operate and that prescribed by the International Standards for the Professional Practice of Internal Auditing (ISPPIA). They also believe that the tasks performed by internal audit departments are done without verification from outside agencies - which enables them to function according to their own business or organizational processes. Thus, the organizations may have internal audit departments, but these may not necessarily function in accordance with ISPPIA guidelines because of possible interferences from ―insiders‖ which may end up undermining the reliability of the IA function. This leads us to the protection motivation theory. 
The protection motivation theory, as propagated by Rogers (1975), proposes that fear is a catalyst of behavioural change (Solansky, 2014); the theory also outlines the protective mechanisms against the threat resulting from fear. The motivation to protect against oneself is based on three fundamental factors comprising i) the perceived severity of the threat, ii) the assumed probability of the occurrence of the event and, iii) the efficacy of the perceived preventive measure (Rogers, 1975). In linking the theory to this paper, the entire four (4) issues identified and discussed in this paper can be intertwined under this theory. In respect to ‗fear‘ as the theory projects, the perceived consequences (on the part of the auditor) of not ‗dancing to the tune of management‘ are fear of job loss, assassination, attacks, and operational and professional hazards (Oyewumi et al, 2017). As a consequence of this fear, the reliability of the IA function may be undermined since managerial influence may override that objectivity of the auditor (being an employee of the organization). This brings in the issue of regulation, as part of protective mechanisms proposed by the theory, to act as a benchmark and statutory backing in ensuring that internal auditors discharges their duties independently and objectively. Thus, the linkage of independence and objectivity, managerial support and regulation appears justifiable in the context of the protection motivation theory – which central themes revolves around threat, fear, and coping strategies (Rogers, 1975). With this understanding, this study employs a combination of Institutional and Protection Motivation theories.
2.4	Review of Empirical Studies 
Only a few academic studies have examined the effectiveness of internal audit, and even fewer have dealt with the issue empirically. In one of the very few studies that examined the effect of internal auditing on organisational performance, Eden D, (1996) assigned 224 bank branches to experimental conditions (audited or not audited) and monitored their performance for a year. Their findings showed that performance significantly improved during the half year following the audit in the experimental branches, while the control branches experienced a decline due to poor general business conditions. While that study offers a useful jumping-off point for understanding how good auditing can improve a company‘s performance, it does not go far enough in explaining when and why internal audit works, and the conditions that facilitate or impede it. Helping to bridge this gap will be one of the main contributions of this study. 
According to Cooper and Craig (1983), on his study on the role of internal audit in the Asia Pacific region. This seminal research on internal audit in Australia found a number of issues that were of concern to the profession. It was found that there were a number of misconceptions about what internal auditors were doing and what their chief executive officers (CEO) perceived was being done and in fact there were expectations by the CEO‘s that internal audit could do more than the traditional financial auditing work mainly being done at the time. There was nevertheless strong support 16 for internal audit by CEO‘s and at the time it was seen as offering long-term career prospects. However, the profession in Australia in the early 1980‘s suffered from an image problem, it did not have a strong professional body to represent its interests as it has now, and there were no generally accepted professional qualifications recognized as necessary to practice as an internal auditor. The study was undertaken before the development of modern internal auditing, as we know it now. It did, however, set the scene for a number of subsequent studies in Australia, Hong Kong and Malaysia. 
According to Peursem (2004), a major study was been undertaken in New Zealand on internal auditor‘s role and authority. In this study, internal auditors were asked to come to a view on whether functions they perform in connection with audit engagements are essential, and to what degree they feel they enjoy the authority over, and independence from, management that we might expect of a professional. The research constituted a survey of New Zealand auditors, all of whom were members of the New Zealand branch of the IIA. A very high percent (73%) response rate was achieved over the original and follow-up survey. The study found that characteristics of a true‘ profession exist but do not dominate. Significantly, and as subgroups, Peursem also observed that public practice and experienced auditors may enjoy greater influence over management, and accountancy-trained auditors may enjoy greater status owing to the ‗mystique‘ of the activities emanating from their membership of well-known accountancy professional bodies. The research supports prior studies by Coopers and Craig (1983), Cooper et al. (1966) and Gramling (1997) which all expressed serious reservations about the effectiveness of the internal auditor‘s role. In a follow up study in New Zealand, Peursem examined the role of the New Zealand internal auditor and conceptualizes on the auditor‘s influence over that role. The fundamental questions how an effective internal auditor can overcome the tension of working with management to improve performance, while also remaining sufficiently distant from management in order to report on their performance. The research found that there are three concepts characteristic of those who best balanced their role: the internal auditor’s external professional status; the presence of a formal and an informal communication network; and the internal auditor‘s place in determining their own role.
Informing these concepts is the auditor‘s ability to manage ambiguity. This was a qualitative study using a multiple case-based approach in which the researcher made observations, examined documents and interviewed senior internal auditors in six New Zealand organizations. However, it is a very thorough study and offers insights arguably not readily available in more traditional quantitative research. 
According to Basel Committee report (2002) each bank should have a permanent internal audit function in order to fulfil its duties and responsibilities. The senior management should take all necessary measures so that the bank can continuously rely on an adequate internal audit function appropriate to its size and to the nature of its operations. These measures include providing the appropriate resources and staffing to internal. 
A survey, by Ernst & Young, polled 695 chief audit executives and C-suite executives and found that 80 per cent of them admitted that their organization‘s internal audit function has room for improvement. The report found that 75 per cent of the survey respondents believe strong risk management has a positive impact on their long-term earnings performance. An equal percentage of the respondents believe that their internal audit function has a positive impact on their overall risk management efforts. As the role of the internal auditor evolves and stakeholder expectations rise, internal audit functions increasingly require competencies that exceed the more traditional technical skills, such as the ability to team with management and business units on relevant business issues. 
Mawanda (2008) conducted a research on effects of internal control systems on financial performance in institution of higher learning Uganda. In his study he investigated and sought to establish the relationship between internal control systems and financial performance in an Institution of higher learning in Uganda. Internal controls were looked at from the perspective of Control Environment, Internal Audit and Control Activities whereas Financial performance focused on Liquidity, Accountability and Reporting as the measures of Financial performance. The Researcher set out to establish the causes of persistent poor financial performance from the perspective of internal controls. 
The study established a significant relationship between internal control system and financial performance. The investigation recommends competence profiling in the Internal Audit department which should be based on what the University expects the internal audit to do and what appropriate number staff would be required to do this job. The Study therefore acknowledged role of internal audit department to establish internal controls which have an effect on the financial performance of organisations. 
Mutua (2012) researched on impact of risk based audit on financial performance of commercial banks in Kenya. Although her study concentrated on risk based audit. She acknowledged that financial performance requires appropriate effective and efficient internal audit. From the findings, the study concluded that risk based auditing through internal auditing standards and internal auditing staffing should be enhanced to enable firms to be able to detect risks on time and concentrate on high risk areas leading to increased transparency and accountability, hence enhancing financial performance. This showed that there is indeed a relationship between internal audit and financial performance. Ndege (2012) researched on Performance and financial ratios of commercial banks in Kenya. The objective of his study was to identify factors, in a ratio form that shape bank performance as measured through return on assets (ROA) and return on equity (ROE).In his study he concluded that ROA and ROE can be used to measure financial performance f banks in Kenya. Internal audit operations and recommendations do not only have short-term effect on the running of an organization but is the backbone of an organization and it dictates the prosperity or the down fall of the particular organization. Its effectiveness and acceptability should be stressed at all levels and especially the management to enhance its viability.














CHAPTER THREE
RESEARCH METHODOLOGY
3.1	Introduction
In this chapter, we would describe how the study was carried out.
3.2	Research design
The study employs quantitative descriptive research design to examine the impact of internal auditing on the profitability of money deposit bank.
3.3	Research settings
This study was carried out in FirstBank Kano state. First Bank of Nigeria Limited (FirstBank) is Nigeria’s premier commercial bank and most valuable banking brand. With over 10 million active customer accounts and more than 750 business locations, the bank provide a comprehensive range of retail and corporate financial services to customers and investors wishing to explore the vast business opportunities available in Nigeria and our business locations across Africa, Europe, Middle East and Asia. To live their promise of ‘YOU First’, the bank designed products and services to support customers’ personal, family and business needs. The bank array of products – cards, channels, transfer services, loans & advances, deposit products, guarantees, distributorship financing, cash management and foreign trade service – create convenience for customers’’ transactions, empower businesses and offer flexibility of choice. FirstBank are leveraging on technology to drive optimised and cost effective service delivery, enhance transaction efficiency, risk management as well as entrench collaboration, innovation and creativity across the group. FirstBank Kano branch was selected for this study.
3.4	Sources of Data
The data for this study were generated from two main sources; Primary sources and secondary sources. The primary sources include questionnaire, interviews and observation. The secondary sources include journals, bulletins, textbooks and the internet.
3.5	Population of the study
A study population is a group of elements or individuals as the case may be, who share similar characteristics. These similar features can include location, gender, age, sex or specific interest. The emphasis on study population is that it constitute of individuals or elements that are homogeneous in description (Prince Udoyen: 2019). In this study the study population constitute of all the staff members of FirstBank, Kano branch


3.6	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 (Prince Udoyen: 2019). In this study, the researcher used the conviniece sampling method to determine the sample size. The choice of this method was based on the participants timing and willingness to attend to the questionnaire.
3.7	Instrumentation 
This is a tool or method used in getting data from respondents. In this study, questionnaires and interview are research instruments used. Questionnaire is the main research instrument used for the study to gather necessary data from the sample respondents. The questionnaire is structured type and provides answers to the research questions and hypotheses therein.
This instrument is divided and limited into two sections; Section A and B. Section A deals with the personal data of the respondents while Section B contains research statement postulated in line with the research question and hypothesis in chapter one. Options or alternatives are provided for each respondent to pick or tick one of the options.
3.8	Reliability
[bookmark: _bookmark61]The researcher initially used peers to check for consistence of results. The researcher also approached senior researchers in the field. The research supervisor played a pivotal role in ensuring that consistency of the results was enhanced. The instrument was also pilot tested.
3.9	Validity
Validity here refers to the degree of measurement to which an adopted research instrument or method represents in a reasonable and logical manner the reality of the study (Prince Udoyen: 2019). Questionnaire items were developed from the reviewed literature. The researcher designed a questionnaire with items that were clear and used the language that was understood by all the participants. The questionnaires were given to the supervisor to check for errors and vagueness.
3.10	Method of Data Collection 
The data for this study was obtained through the use of questionnaires administered to the study participants. Observation was another method through which data was also collected as well as interview. Oral questioning and clarification was made.

3.11	Method of Data Analysis
The study employed the simple percentage model in analyzing and interpreting the responses from the study participants while the hypothesis was tested using Pearson Correlation.
3.12	Ethical consideration
The 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
4.0	Introduction 
This chapter deals with research questions and analysis of participants’ responses.
4.2	Demographic Data
Gender Respondent Category Distribution
The researcher in the table below presents other Gender Respondent Distribution
Table 4.1
	 
	 
	Respondent Category

	 
	 
	Mgt.
	Teller
	Total

	 
	 
	 
	 
	 

	Male
	Count
	9
	18
	27

	 
	Percentage (%)
	33.33
	66.67
	100.00

	 
	 
	 
	 
	 

	Female
	Count
	4
	24
	28

	 
	Percentage (%)
	14.29
	85.71
	100.00

	 
	 
	 
	 
	 

	Total
	Count
	13
	42
	55

	 
	Percentage (%)
	23.64
	76.36
	100


Source: Field Survey, 2019
4.3	RESEARCH QUESTIONS
Research Question One: [How has internal auditing improve profitability in money deposit banks]
Table 4.2
	Alternate
	Frequency
	Percentage

	Monitoring/Supervision of Accounting System
	32
	58

	Evaluation of Accounting System
	36
	65

	Design of Internal Control System
	18
	33

	Serving as Custodian of Internal Control System
	45
	81

	Soundness, Adequacy & Application of ICS
	47
	85

	Ensuring Compliance. with Est. policies, Plans & Procedures
	52
	95

	Examination of Financial Report before External Audit
	55
	100

	Economy, Efficiency & Effectiveness of Operations
	39
	71

	Verifying the Existence of Assets
	40
	73

	Conducting Special Investigations
	55
	100

	Detailed Test of Transaction & Balances
	41
	75

	Human Resource Management
	29
	53

	Security of documents (e.g. Audit trail)
	44
	80


Source: Field Survey, 2019
The above table 4.2 highlights clearly the functions of internal audit that helps to improve Banks’ financial performance. From the table, Examination of Financial Report before External Audit (100%), Conducting Special Investigations (100%) were considered the most important ways through which internal audit helps to improve bank’s financial performance. According to the respondents, these acts puts the bank at low risk which could have cost the bank good fortune; Ensuring Compliance with Est. policies (95)%, Plans & Procedures (80%) were considered also important ways of ensuring organization’s profitability. Other ways include: Monitoring/Supervision of Accounting System, Evaluation of Accounting System, Design of Internal Control System, Economy, Efficiency & Effectiveness of Operations, Verifying the Existence of Assets, Detailed Test of Transaction & Balances, Human Resource Management, Security of documents (e.g. Audit trail). 




Research Question Two: What are the factors limiting effective internal audit in money deposit banks?
Table 4.3
	Challenges
	Frequency
	Percentage
	Rank

	Management Support and Influence 
	35
	64
	3

	Competency of Internal Auditors
	23
	42
	4

	Independence and Objectivity of Internal Auditors
	47
	85
	1

	Regulatory issues
	44
	80
	2


Source: Field Survey, 2019.

The above table shows that the challenges limiting effective audit in the bank. The top on the list is Independence and Objectivity of Internal Auditors; 85% highlighted this challenge. 80% of the respondents opined that regulatory issues where among the challenges faced by internal auditors. The third challenge was the issue of management support. They respondents indicated this challenges because, sometimes in the banking industry, the support an internal auditor receives is minimal compared to an external auditor. Another challenge from the survey was competency of the auditors; 42% highlighted this point. 
Research Question Three: Is there a relationship between effective internal audit and profitability of money deposit banks?
Table 4.4
	Alternate
	Frequency
	Percentage

	Agreed 
Strongly agreed
Strongly Disagreed
Disagreed 
Uncertain 
	18
17
10
10
-
	33
31
18
18
-

	Total
	55
	100


Source: Field Survey, 2019
The above table shows that respondents accept that there is a relationship between effective internal audit and profitability of money deposit banks. From the survey, 64% (33+31) agreed that there exist a relationship while twenty respondents (10+10) representing 36% (18+18) disagreed that there exist a relationship.
We proceeded by testing this information as a null hypothesis using the Pearson Correlation method.
Research Hypothesis
The study developed and formulated for testing, the below hypothesis:
H0: There is no significant relationship between an effective internal audit and the profitability of money deposit banks.
Ha: There is a significant relationship between an effective internal audit and the profitability of money deposit banks.


Table 3: Pearson Correlation Table showing relationship between an effective internal audit and the profitability of money deposit banks
Correlations 
	
	Profitability
	Internal Audit

	IV
	Pearson Correlation
Sig. (2-tailed)
N
	1

55
	.675**
.000
55

	DV
	Pearson Correlation
Sig. (2-tailed)
N 
	.675**
.000
55
	1

55


**. Correlation is significant at the 0.01 level (2-tailed)
 
In Table 4 is the Pearson Correlation result showing the degree of association between an effective internal audit and the profitability of money deposit banks. The correlation coefficient, r, between the two variables is 0.675 indicating a perfect positive correlation. More so, such relationship was statistically significant at (p< 0.000). This indicates that changes in internal audit are moderately correlated with changes in profitability. 

CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.1	INTRODUCTION
The objective of this study has been to understudy the impact of internal auditing on the profitability of deposit money banks. Our place of focus was the FirstBank Plc., kano Branch. In this chapter, we summarize the study and conclude the findings.
5.2	SUMMARY
This study on the impact of internal auditing on the profitability of deposit Money banks was carried out in five chapters. In the first chapter, we stated the problem of the research, the need for internal auditing and its unflinching advantages. The scope of the study was described as well as the objectives. In the second chapter, we reviewed related and relevant literatures, we reviewed the study under the conceptual framework, the theoretical and the empirical studies. In the third chapter, we described the methodology adopted in carrying out this study. We employed the simple percentage as a tool for recording the responses from the respondents while the Pearson correlation was employed to test the hypothesis. In the fourth chapter, we analyzed the responses and clearly highlighted the various ways, internal auditing is contributing to the FBN profitability. This method of contribution can be described as the subtraction method. This is because, internal auditing subtracts from the organization costs that it could have incurred directly or indirectly, either by law, error of omission or error of commission. 
5.3	CONCLUSION AND RECOMMENDATION
Internal audit is a fundamental part of the banking system. Their advantages cannot be over-emphasized as they act like watchdog for any organization. Internal auditors’ diverse capabilities bring tremendous value to the board and the audit committee in their corporate governance responsibilities and risk management oversight. It is critical that the chief audit executive (CAE), senior management, and the audit committee have sufficient contact and communication to ensure that the parties understand and accept their individual and collective responsibilities for risk management. Competitive pressures demand that today’s organizations squeeze the most they can from all their resources and the internal audit process is clearly among the most critical. In addition to their responsibility for assessing and recommending internal controls, internal auditors’ skills in risk management and their broad-based perspective of the organization uniquely position them as a valuable resource for strong corporate governance. As a result, informed senior managers and boards are relying on internal auditors for advice and counsel on everything from analysis of operations and assessment of risk to recommendations for improved corporate governance. Moreover, internal audit practitioners are increasingly being challenged to apply their expertise in much broader ways than ever before — such as evaluating emerging technologies, detecting and deterring fraud, analyzing the effectiveness of policies and procedures, and identifying opportunities to save the organization and its shareholders money. When it comes to adding value across the board, there’s no better resource than internal auditing. Based on the findings the researcher recommends that Daily call over, reconciliation and auditing at every level Surprise internal cash count. Regular review and cleaning of all surprises accounts preparation of monthly account and board of central bank return.
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APPENDIXE
QUESTIONNAIRE
PLEASE TICK [√] YOUR MOST PREFERRED CHOICE(s) ON A QUESTION
SECTION A
PERSONAL INFORMATION
Gender
Male [  ]	
Female [  ]
Age 
18-25	[  ]
20-30	[  ]
31-40	[  ]
41 and above [  ]
Educational level
WAEC	[  ]
BSC/HND	[  ]
MSC/PGDE	[  ]
PHD		[  ]
Others……………………………………………….. (please indicate)


Marital Status
Single	[  ]
Married [  ]
Separated [  ]
Widowed [  ]
Duration of Service
0-2 years [  ]
2-5 years [  ]
5 and above [  ]

Section B
Do you think that internal auditing can improve profitability in money deposit banks?
Yes [     ]
No [     ]
Undecided [     ]
How has internal auditing improve profitability in money deposit banks?
	Alternate
	Please tick

	Monitoring/Supervision of Accounting System
	

	Evaluation of Accounting System
	

	Design of Internal Control System
	

	Serving as Custodian of Internal Control System
	

	Soundness, Adequacy & Application of ICS
	

	Ensuring Compliance. with Est. policies, Plans & Procedures
	

	Examination of Financial Report before External Audit
	

	Economy, Efficiency & Effectiveness of Operations
	

	Verifying the Existence of Assets
	

	Conducting Special Investigations
	

	Detailed Test of Transaction & Balances
	

	Human Resource Management
	

	Security of documents (e.g. Audit trail)
	



Do you think there are the factors limiting effective internal audit in money deposit banks?
Yes [     ]
No [     ]
Undecided [     ]
What are the factors limiting effective internal audit in money deposit banks?
	Challenges
	Please Tick

	Management Support and Influence 
	

	Competency of Internal Auditors
	

	Independence and Objectivity of Internal Auditors
	

	Regulatory issues
	



Is there a relationship between effective internal audit and profitability of money deposit banks?
	Alternate
	Please Tick

	Agreed 
Strongly agreed
Strongly Disagreed
Disagreed 
Uncertain 
	





