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Abstract

The Public company accounting oversight board (PCAOB) standing advisory group (2008) highlights several
challenges that relate to fraud and therefore tasks accounting researchers to determine whether forensic
accountants are more capable than auditors in fraud detection, prevention and response. This paper discusses
forensic accountant knowledge and skills and auditor knowledge and skills on task performance fraud risk
assessment in the Nigerian public sector. It also draws the attention of the users of public sector accountants
and auditors such as the regulatory and enforcement agencies, courts and ministries, departments and
agencies. The objective of the study is to investigate the fraud risk assessment task performance in the office of
the Auditor general for the Federation and Accountant general of the Federation through the effective use of
knowledge and skills (forensic accountant versus auditor), which has the potential to usher in the best global
practicesin fighting fraud in the Nigerian public sector.
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1.0 Introduction

As a result of huge loss due to fraud in the pubéctor environment which has a direct
impact on the development of infrastructure, faesi, utilities, and public trust, it is the
responsibility of the management of everyorgamsato put in place adequate measures of
control to strengthen its activities and imbibe d@wmrporate governance practices (COSO,
2011). This impact necessitates those in autharitgny organisation to design procedures
meant to detect and prevent fraud from internalextdrnal activities which may be difficult
for any fraud perpetrator to penetrate since freardoccur without any notice.

In order to restore public trust in the auditingpfpssion consequent upon the scandals
involving Enron, Adelphia, WorldCom, Tyco, and athdSarbanes-Oxley Act, 2002), the

public accounting oversight board standing advisgrgup acknowledges the challenges
facing the financial statement auditors towardsidrdetection, prevention and response and
charges the accounting researchers to determin¢h@rh@rensic accountants can detect
fraud in an organisation significantly than auditPCAOB, 2008).

Based on the challenges occasioned by fraud, tbe fo reforms and the establishment of
various institutional, legal and regulatory framek& cannot be over-emphasised. The
American institute of certified public accountaictame out with the Statement on auditing
standards (SAS) No. 99 which deals with the comatd® of fraud in a financial statement
audit (AICPA, 2002). In addition, the Institute chartered accountants of Nigeria (ICAN)
issued Nigerian standards on auditing (NSA) Nohg, @auditor’'s responsibility to consider
fraud in an audit of financial statements (ICANQO3D These standards seek to address the
fraud challenges that engender public outcry on fhmancial statement auditors’
responsibility with respect to fraud detection, yamtion and response. One of the
suggestions for consideration in SAS 99 regardimg dverall responses to the risk of
material misstatement due to fraud is the assighwigrersonnel and supervision. Section 50
of SAS 99 identifies that the auditor may respond an identified risk of material
misstatement due to fraud kgssigning additional persons with specialised skill and
knowledge (emphasis on italics is mine), such as forensit iaformation technology (IT)
specialists (AICPA 316.50, p.177, 2002)

According to Pinkham (2012), the legislation madganchanges in the rules for corporate
governance, financial disclosure, auditor indepandeand corporate criminal liability. In
Nigeria, other regulatory and scrutinizing insiibas such as the Due process and Debt
recovery office were established. Fiscal respalitsilact (2007) and Public procurement act
(2007) were also passed into law and empowered avitlew to curb fraudulent practices,
misappropriation of funds, diversion of governmpraperties and other occupational fraud.
Similarly, other organs of accountability and tna@®ncy in Nigeria such as Economic and
financial crimes commission (EFCC), Independentrugar practices commission (ICPC),
Special control unit on money laundering (SCUMLaR-organ of EFCC, Code of conduct
bureau (CCB), and Code of conduct tribunal (CCTyehavide powers to enforce all
applicable laws to arraign, prosecute, and cortesoa behalf of the government from any
perpetrators of fraud, economic and white collames; and also to regulate the conduct of
public sector employees.

Notwithstanding all these measures, loss due tadfra the public sector is on the increase.
For instance, the National Action Agency for FraiNFAAF, 2011) in the United States
reported a loss traced to the public sector of 3billion (55% of the total loss) out of $38.4
billion. Other areas include private sector $1Ridm, individual $4 billion and charity
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organization $1.2 (NFAAF, 2011). Even though, thare no statistical data in Nigeria to
ascertain the level of fraud in the public sectmt the researcher argues that fraud has
become endemic, a cankerworm which defies all prggmns as mirrored by several national
and international publications. For example, tHo¥ang few cases were reported: (1) $31
Billion Stolen Under President Jonathan of NigéRanch, November 25, 2012), (2) Nigeria:
KPMG - Nigeria, Most Fraudulent Country in AfricAHIS DAY, November 23, 2012), (3)
Nigeria: Court Remands Two in EFCC Custody for gdd N14.6million Fraud
(LEADERSHIP - Abuja, November 26, 2012); (4) NigerAhmadu Ali's Son Re-Arraigned
Over N4.4 Billion Subsidy Fraud (LEADERSHIP - Abujdovember 26, 2012); (5)Nigeria:
More Boost for Corruption (VANGUARD, November 27012); (6) NNPC took illegal
N1.4tn fuel subsidy (NEITI, Punch — February 1, 20land (7) $620,000 bribe: Farouk
Lawan faces trial today and ICPC files seven calnarge against Representative Emenalo
(Punch — February 1, 2013). In addition, the Naticassembly, the legislative arm of the
government carried out public investigation andelydelevisedon local television stations
as part of its oversight function of the Pensiondfumisappropriation, fuel subsidy scandals,
the capital market near collapse, amongst otheose Mases of fraud and fraud related can be
found in the various organs of accountability wedssi

This study focuses on the accounting and auditystems in the public sector of Nigeria and
the unit of analysis is the office of the Accourtgeneral of the Federation and the Auditor
general for the Federation. These two offices gadhe services of accountants and auditors
in the public sector and it is from their pool tludticers are transferred or seconded to all
ministries, departments and agencies of the govenom

20 LiteratureReview

21  Overview of Public Sector

The public sector is defined as “all organizatiatsch are not privately owned and operated,
but which are established, operated and fundedéybvernment at all levels on behalf of
the public(Hassan, 2001; Daniel, 1999; Johnson,61BD essence, the public sector
comprises organizations which are under the contfolthe public as against private
ownerships (ICAN, 2009; Bammeke, 2008; Adams, 200%) main purpose of public
sectoris the provision of services where maximisabdf profit is not a main motive (ICAN,
2009; Hassan, 2001).

Public sector accounting can also be defined asoaeps of recording, communicating,

summarizing, analysing and interpreting Governnfer@gncial statements and statistics in

aggregate and details; which is concerned withréoeipts, custody and disbursement and
rendering of stewardship of public funds entrugttierges, 2009; Bammeke, 2008). This
definition is closely linked to the universally apted financial accounting definition.

2.2  Définitions of Auditing

Auditing is defined as an unbiased examination evaluation of the financial statement of
any organisation with a view to express an opirponits truth and fairness in accordance
with International financial reporting standardsiternational public sector accounting
standards, International auditing standards ancermdig standards on Auditing (Adebisi,

2011; IFAC-IES 8, 2006), International standards quality control and any applicable

international, national or local equivalents. Thare two distinct ways by which auditing can
be carried out in any organisation. These are t@nmal (by employees of the organisation
usually called internal auditor) and (2) externby (an independent professional firm,
sometimes called a statutory independent auditor).
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Similarly, the International standards on auditi(ffRC, 2012) No. 700 provides “the
objective of the audit of financial statementsdsehable the auditor to express an opinion
whether the financial statements are prepared) material respects, in accordance with an
applicable financial reporting framework. Hence, audit of financial statements is an
assurance engagement as defined in the Internbframaework for assurance engagement
(IFAC, 2006). Auditing services involve evaluatitige reliability and credibility of financial
information, as well as "the systems and processsponsible for recording and
summarizing that information” (Messier, Glover &aRtt, 2006).

2.3  Forensic Accounting

According to Popoola, Ahmad, Shamsiah and Rush&@il3) and Popoola, Ahmad,
Shamsiah and Hartini (2013) forensic accountindefined as the integration of specialised
accounting knowledge and enhanced skills to resmdveplex financial issues in any court of
law or public domain. As noted by Wuerges (2009eRsic accountants will continue to
exist mainly for the same reasons why prosecutodgscammercial branch investigators are
in existence. This may, however, be traceabl@éégptresence and manifestation of criminals
in the areas of fraud, white collar crimes, conupt money laundering, computer fraud, and
asset misappropriations.Boleigha (2011) arguesftranhsic accounting is not “accounting
for dead people”, rather it is the application oWvale range of accounting, auditing, and
investigative skills to measure and verify econodamages and resolve financial disputes.
24  Task Performance Fraud Risk Assessment

Fraud risk assessment involves a vigorous andiiterprocess for identifying and assessing
risks to the achievement of organization objecti(@®SO, 2011). It requires management
of an organisation to consider the effect of charngehe external environment and as well as
its own activity model which may render internalntol less effective. Committee of
Sponsoring Organizations of the Treadway CommisgxDSO) identifies risk assessment as
one of the five components of internal control aahsiders its significance in relation to
potential and actual fraud in any government estatslent or organization (COSO, 2011).

Task performance fraud risk assessment (TPFRAhasidsueof this study because every
ministry, department, and agency of governmentre@ to a variety of risks from both
external and internal sources. In addition, TPFRAp$ auditors determine the nature and
extent of audit procedures considered to increas@itospect of revealing fraud (Chui, 2010;
Wuerges, 2009; Bloomfield, 1997).

Statement of auditing standards (SAS) No. 82: Qlanation of fraud in a financial statement
audit (AICPA, 1997), the predecessor to SAS No. (B9CPA, 2002) also requires
documentation of fraud risk. This auditing standgpécifies that auditors are to document
their assessment of fraud risk during the plansitage of the audit and to update the initial
assessment as obligatory throughout the coursheoehgagement. Likewise, SAS No. 99
discusses relevant fraud risk factors that migimali the existence of an intentional material
misstatement, that is, fraud (AICPA, 2002). Thé& fectors identified include incentive/need,
opportunity, and attitude/rationalization. In essenfraud risk assessment has a direct
relationship on the effectiveness of auditors’ fraetection in an audit.

25 Forensic Accountant Knowledge and Auditor Knowledge

Fraud detection, prevention and response as agrahteart of the specialised knowledge of
forensic accounting depict a field in the accouayaprofession. Other services of forensic
accounting include computer forensic analysis, farfaw, valuation, financial statement
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misrepresentation, economic damages calculatiomg] bankruptcy, insolvency and
reorganisation (AICPA, 2008; Durkin & Ueltzen, 2Q(9avis, Farrell, & Ogilby, 2009).
Specifically, as a result of the increase in framd corruption, trade globalisation, new and
complicated legislation, controversial environmetnd growth in the use of, and
sophistication of technology used in businessagni&ic accountingservices will continue to
be in hot demand in years to come (Wells, 2005jdwkes, 2011; Davis et al. (2009).

Previous research has shown that persons who esatie in the application of information
technology, legal, investigative, criminology, pegtogy and accounting will perform better
in the areas of accounting records, gathering araduating financial statement evidence,
interviewing all parties related to an alleged &aituation, and serving as an expert witness
in a fraud case (Hopwood, Leiner, & Young, 2008;s&g 2006a; Singleton, Singleton,
Bologna & Lindquist, 2006)

Whereas, auditors knowledge according to Internatioeducation standard No. 8,
competence requirements of professional accountaoisprises historical financial
information audit at a higher level, financial asnoting and reporting at a higher level, and
information technology (IFAC-IES, 2006). Similarlguditor's knowledge is limited to the
specific organisation environment and scope of taaskignment. Therefore, the impression
of standard setters that merely requires auditmsugh the issuance of standards (AICPA,
2002; ICAN, 2005) to be aware of the possibility fodud in a financial statement audit
(ICAN, 2005; Hopwood et al., 2008) is not enougldétect fraud as argued by Association
of certified fraud examiners (ACFE, 2010; 2009;20P806; 2004) and this argument based
on extant literature review is also supported by study.

However, the public sector accountants requireigfiged skills to look at the evidence from

different standpoints in order to recognize différpossible interpretations of that evidence
and the implications of those interpretations oftlubjectat hand. The forensic accounting
literature that has arisen since the 1990s reflietite shifting scope of concerns about the
characteristics, traits and skills of the forensocountant (Davis et al., 2009; DiGabrielle,
2008). Prior research has focused on the incrgad@mand for accountants to conduct
forensic accounting activities and on the widend®jinition of forensic accounting away

from a thin fraud detection definition (Cohen, @r& Sanders, 1996; Baron, 2006; Wells,

2003; Rezaee, Crumbley & Elmore, 2004).

The need for a forensic accountant is awakenedubecaf the disappointment of audit
system in the organisation as the organisationatnal and external audits wereunsuccessful
to figure errors in the managerial system (OwofoAshaolu, 2009). Daniel and Lee (2006)
indicate that other accountants may look at thetshhut forensic accountants actually dig
deep into the body. Therefore, the following hymsik is proposed: For this study, the
researcher agrees to the fact that fraud invesiiga not a child’s play and it requires a lot
more than knowledge of historical financial infoioa audit at a higher level, financial
accounting and reporting at a higher level, andrimftion technology (IFAC-IES, 2006).

2.6  Forensic Accountant Skillsand Auditor Skills

Skills are attributes that relate to competencethénareas of knowledge and ability (IFAC-
IES 3, 2005). Forensic accountant skills represemxceptional skill sets and techniques
developed for the purpose of detecting the eviderfcéraud (DiGabriele, 2008; Davis,
Farrell & Ogilby, 2009) amongst other specialisetbwledge areas. Unlike a financial
statement auditor whose skill sets are meant teiggaeasonable assurance that the reported
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financial statements taken as a whole are statdy, film all material respects, in accordance
with Nigerian standards on auditing (NSAs) and iméional auditing standards (IASs) and
are, therefore, free of material misstatement (822000, ICAN, 2009).

Specifically, it requires persons who are skilled the application of investigative and

analytical skills related to the areas of accountiecords, gathering and evaluating financial
statement evidence, interviewing all parties reldtean alleged fraud situation, and serving
as an expert witness in a fraud case (Hopwood. e2@D8; Rosen, 2006a; Singleton et al.,
2006). On the contrary, the skills requirementguaffessional accountants are intellectual
skills, technical and functional skills, interpensb and communication skills, and

organisational and business management skills (H&£3.3, 2005)

The standard setters merely require auditors t@vware of the possibility of fraud in a
financial statement audit (AICPA, 2002), and byeesion this is not a guarantee or
assurance that its responsibility includes fraugc®n. Thus, it is hypothesized that:

3.0 Conceptual Framework

Figure 3.1 below summarises earlier literature glndtrates the conceptual framework of
task performance fraud risk assessment on foreatsountant and auditor knowledge and
skills in the Nigerian public sector. The assessnoériraud risks by applying the forensic
accountant skills and knowledge may have the tendenstimulate higher task performance
than the auditor knowledge and skills.

KNOWLEDGE
(Forensic Accountant
versus Auditor)

TASK
PERFORMANCE

(Forensic Accountant Assessment)

ver sus Auditor)

Figure 3.1: Theoretical Framework: Task Performainaed risk assessment of Knowledge
and Skills model

4.0 Hypothesis Development based on Literature Review
4.1  Consequence of Forensic Accountant Knowledge and Auditor Knowledge in
Task Performance Fraud Risk Assessment

The first theoretical linkage in this research feavork typifies the probability that
knowledge (forensic accountant or auditor) has ractliinfluence on fraud-related task
performance (fraud risk assessment). According iGabriele (2008), any additional
difference in knowledge (specialized knowledge) cgield substantial performance
differences as well as influence persons’ configerdetermination, and commitment to
accomplish the decision making task. This posii®supported by Davis et al. (2009) in
their study of the characteristics, traits andlskif forensic accountant.
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In the context of this study, forensic accountamwledge differs from auditor knowledge in
terms of identifying fraud and corrupt practicesemions because the perpetrators have
concealed their activities through a series of demgransactions (DiGabrielle, 2008;
Brooks, Riley, & Thomas, 2005). As noted in 20§2tihe AICPA’s SAS No. 99, the use of
forensic accounting procedures to detect finanogglorting fraud should be increased.
Forensic accountants no doubt play a major rolgamernment by looking for signs of
suspicious financial activity and fraud by persamsl businesses, the financial auditors are
not expected to look for any symptoms of fraudrey fack the legal system and prosecution
procedures.

This study upholds the fact that forensic accoustamay have the tendency to assess all
fraud risk factors at a higher and lower level tlamitors. This is so when adequate and
proper consideration is given to the forensic aotamt specialized knowledge such as
information technology knowledge, accounting knalgle, investigative knowledge
(theories, methods and patterns of fraud abusejal lsystem and court procedures
knowledge, and technology knowledge (Davis et20Q9; DiGabrielle, 2008; Hopwood et
al., 2008; Messmer, 2004; Harris & Brown, 2000).u3h persons who hold forensic
accounting knowledge have more prospects to afsesbrisk task performance higher than
persons who hold auditing knowledge. Thus, it igdiliesised that:

H4:1 Persons who hold the forensic accounting knowledtedentify and assess the risk of
fraud task performancehigher than persons who helduditing knowledge in the Nigerian
public sector.

4.2  Consequence of Forensic Accountant Skills and Auditor Skills in Task
Performance Fraud Risk Assessment
The second theoretical linkage in this researcméssork exemplifies the possibility that
forensic accountant versus auditor skills haveatlirgluence on task performance fraud risk
assessment. Prior literature shows that any additiariance in skills can yield considerable
performance variances as well as influence persausifidence, determination, and
commitment to achieve the decision making task @biGele, 2008; Davis et al., 2009). In
the context of this study, a forensic accountaiitdstter from an auditor skills in terms of
identifying crime because the perpetrators haveealed their activities through a series of
complex transactions which may not be easy foraheéitor to unravel (Brooks, Riley &
Thomas, 2005, DiGabriele, 2008). While forensic cardtants play a major role in
government by looking for signs of suspicious ficiah activity and fraud by persons and
businesses, the financial auditors are not expdotéaobk for any symptoms of fraud, rather
they are meant to ascertain record and evaluatgatigments.

This study affirms that forensic accountants mayehthe penchant to assess all fraud risk
factors at a higher level than auditors. This isvb@n adequate and proper consideration is
given to the forensic accountant specialised sldllsh as information technology skills,
auditing  skills, investigative skills (theories,ethods and patterns of fraud abuse),
communication skills, legal system and court procabskills, and technology skills (Harris
& Brown, 2000; Messmer, 2004; DiGabriele, 2008; topd et al., 2008; Davis et al.,
2009). Thus, persons who possess forensic acoguskills have more chance to assess
fraud risk task performance effectively higher th@rsons who possesses auditing skills.
Thus, it is hypothesised that:



H4.2 Persons who hold the forensic accounting skills mentify and assess the risk of
fraud task performance higher than persons who Hwdauditing skills in the Nigerian
public sector.

50 Conclusion

This paper discusses forensic accountant knowlaageskills and auditor knowledge and
skills on task performance fraud risk assessmetitarNigerian public sector in adherence to
the PCAOB'’s (2008) challenges on who has the céipatn detect fraud to the accounting
researchers. It also draws the attention of tleesusf public sector accountants and auditors
such as the regulatory and enforcement agenciagscministries, departments and agencies
to the fact that understanding the mechanisms axfdfrschemes and the abilityto prevent,
detect and respond to fraud require a holistic @ggr by adopting the forensic accounting
knowledge and skills in task performance risk assest.
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