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ABSTRACT

The menacing threat of fraud in Local Governments ig presently putling the
credibility of Toeg| Government establishments in douhts.
However, it i puihr impracticable 10 dissociate the occurrence of fraud in our
Local Governmants fiom the level of moral decadence in the society of which they
belong such that the Occurrences of fraud in Local Govermment become fuss impressive
(o a passive member of (he sociely taking into copnizance the rotting waves of fraud in all
ramification of society Units. the Government, the Religions Houses and even amongs|

closest associates ang friends in private enlerprises,

fenee, the objee

tives of this study revalves around the perpetration of fraud in the

oy
TSI

State, causcs, offcets and rocommicndations  towards
sombaiing fraud idinoush preventive rasher tan curative measure,
iMis project wou

Hd be o pood asser o students of Public Accounts an
ocal Government Adminis

Audit,
|

ation. in Polytechnics and Universities,

in Local Government often led 10 loss of menies, this logs results in some in
eduction in the level of resowrces available for use in operation of the I.ocal
sioveriinent, This could lead to poor performance and genoral waste of srarce rescurccs

Hrads perpetration

vi




I addition, intentional and improper representation or vatuation of transactions

assets linbilities or fncome, theft could be commitled through fraudulent manipulation of

|

e wages or salary vouchers, putting ghost workers on the pay roll, drawing cash over

Vit

aied above what i required, manipulation of bak list or schedules creation of ghost or
dumimy pensioners and fraudulent manipulation of accounts.

Lastly. there isro material for internal and external audit sections, for effective
result ol findings resulted to non-implementation of policies of the Local Governments

t
info hge losses
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CHAPTER ONE
1.1 INTRODUCTION
Vraud is an imimune-deficiency syndrome that pervades the whole financial world.

Its nature is

anymous with the creek myth about a deadly beast that grows three heads
in the place of the one cui off deliberaiely to kill the beast. The growlh of Local
Government fraud in Ekiti State is in line with the level of moral cecadence of the

Society and inevitably the growth of the economy with its attendant money-love by the

people of the time, *

Fraud commission is a wrong doing and a criminal in nature. An English
Dictionary sces “Fraud” ag “Criminal” deception and dis-honesty. We could perccive
fraud also as a misappropriation embezzlemenl, forgery and oulright sicaling. It could be
committed also by ingenious misrepresentation.  Where this happened, the injured party
15 entitled to rescission of the contract entered into and any damage that he might have
suffered.

Although, the general public is well aware of fraud perpetration in all spheres of
our social life. There is gross embezzlement by government officials and even in ths
court of law, where coutt fines were diverted for personal use and large scale frauds in
religious establishment that one supposed o be the custodian of morals and faith.
Nonetheless, the society seems helpless just as if the perpetratcrs come from another

planet to perpetrate the act and leave unnoticed,




Of all fravds committed, most astonishing are those by the Local Government
officials whose sole job and responsibility is for the grass root development of their
Community,

Also, the evaluation of the methods of ils perpetration whereby a detected method
is replaced by many sophisticated ones. Hence, it makes it synonymous to the Greek
myth of the deadly beast.

MNumerous steps taken by (Government to control fraud have been fo no avail
despite the punishment mefed out to the culprits, The Local Government Tnternal and
External Auditors probably out of ignorance of Local Government procedures and partly
as @ result of their share in moral and ethnical decadence in the Society have been
disubled and unable er unwilling to avert maximum efforts in combating fraud in Local

Governmeni.
1:2 OBJECTIVES OF THE STUDY

L To identify the causes of fraud,
IL To establish the relationship between fraud and accountability in Local
Government Councils;

Il To make recommendations based on findings

2




SIGNIFICANCE OF THE STUDY

This study is significant because it will assist in gathering data, which will
show whether or not fraud is being perpstrated in Local Governmen!
Administration. It will assist also in assessing the level of such fraud and how it
could be detected. i

Furthermore, the manapement of Local Government could use it as a
guide or effective corrective measure for administrative pusposes. |

Finally, this will serve the need of any person who may want (o undertake furter

research work in this area

ar

SCOPL OF THE STUDY

The research is carried out on fraud perpetration in Local Government
causes, effects and remedies. To accormplish this, relevant data were obtained
from both Primary and Secondary sources.

The study however depend more on primary sources of dala consisting of
personal interview. The interview was conducted successtully owing lo personal
experience gained as a Local Government Staff in Finance Departiment.

The secondary source which constitute the review of available literature
on the subject, financial and non-financial newspapers  and  journals,
seminar/workshops attended by Trensurers and Accounting Officers of the Local

Government and also from national and state libraries.




So from the lindings, recommendations were made and conclusion drawn.

However, it must be noted that many Local Government do not show
willingness o release direct information on frauds which has affected their Local
Government for the fear of publication and anticipated adverse effect on their

Local Government, Therefore, it is very difficult as ever to procure necessary
data. As a result, hypothetical and reported cases are only alternative for

illustrating and highlighting practically the various aspects, ways and manness in

which fraud is committe,




CHAPTER TWO
2.0 LITERATUREREVIEW
2.1 DETINITION OF FRAUD
The word fraud Bterally means criminal deceplion or acting in o dishonest manner
& could deprive otlier people of (helr rightful benefits that there may be no inteation to
cheat anyone is irrelevant,
Fraud can be described as a conscious pre-mediated action of a person or group of

persons with the intention of altering the truth and fact for selfish gains.
In Tw, fraud i miking o false representation by words or conduet or by withholding
facts when there is a duly to disclose them in order to obtain a maerial advanlage. To

prove fraud, it is necessary fo show that a falsc reproscntation was made:-

i Knowingly;
1. Without beliet' in the truth
iii. Recklessly without concern whether it is true or nat.

d is universal moral and social phenomenon. It is not a canker limited io a
particular country of the world or a particular race of people. In this essuy on wealth,

o

the opinion that “Money is undoubtedly the open seasons fo

almost aii imaginabie materials comfort especially in a Society with an accent on

matertalism”,

Put quite simple — fraud is a dishonest means of massing wealth. And fraudulent

people are always those who have aceess to acquiring wealth unjustly.




Fraudulent people cul across all the strata of the Commun‘ity. However,
there is ample opportunity for an individual to be fraudulent and fall to the great
lemplation, In fact, in this country, cvery opportunity 1o serve in a povernment
K0sition is seen as an areesnii 1n become a millionaire over night.

There are many defnitiang ag there are dictionary writers. Professional
3ankers and Seasonal Tiraneinl Bxperts. Perry (F.E) in his dictionary of Banking

wd Finance says — “Prond means an act or cause of deception deliberately

racticed” Lo gain unlawiil or unfair advantage each deception directed to the

letriment of another.

R. V. Scoll (Viscannt DiThome) noted that fraud means to deprive a person,
lishonestly of somethine of which he is or would or might be constituted (o, but
or the fraud that is perpetrated.

Fraud constitute 1 scrious niehtmare for Local Government administration.
n fact, the cleverness invennity and resourcefulness which characterized the
Jigeria experience, hardlv find parallel in any country of the world. Jokotola
1984) remarked that (il is what is close to cheating, what is close to
thumanity and what is ¢io to anything improper.

A definition of 111 1« which curri‘es with it a devastating effect it has on the

conomy and national ¢ -ihility and integrity is offered by Gum (1984). She

xplains that fraud meios he deviation of money or goods from their rightful

wners or holders — ' hequently lead to financial crisis and economic

wiwvth of economic crime and financial fraud

scession, the unwholeson e




threatens the financial security of losal government system, companies, ministries,
Banks and even the nation as a whole.

An indication of this fact is the rgcvciellinn made in November, 1985 at the
house of common by Brian Sedymwe, a Pritish Member of Parliament

respect of large scale frauds commitied at the Jokmson Metley Bankers (IMB) in

Britain.
'

The scandal involved Nigeria and forced the British Bank to close down.
The Bank of England rescued .lhu Banks and eventually-the JMB, was brotight
over on 10" April, 1986 for N1.5 Million by Weslpac, Australia’s biggest Bank.

The recent happening in Ekiti State Local Government Service
Commission whereby a Student of Federal Polytechnic, Ado Ekiti undergeing an
Industrial Training in the Commission issued a Cheque by forging the signature of
the Treasurer and the Secretary to the Commission to eollect the sum of Torty-five
Thousand Naira in Omega Bank at Ado Ekiti. Also, the Accountant 1o
Commission perfectly changed the total sum ol Tuenly Thotsand "

Dot Taenty Thousand Maiva Traud in Leeal Gosernment formed an
_oentiad part of the souietal ceonomic dent. Fraud becomes less amsazing but yct
the mlensifying mede of perpetration, the volume of resoutees involved and the

consequence of its persistence calls for quick attention since Local Government

Seetor cannot be over looked in any Country.




Furthermore, 1979 constitution of the Federal Republic of Nigeria empowered Local
Government to  make appropriate essential service and developmental  activifies
responsible to the wishes and initiations of the people by devolving or delegating them to
Local representative bodies,

i Mobilize human and material resources through the involvement of members
of the public in their Local Government,
Tacilitate the exercise of democratic self-governance close to the local levels
of the society and to encourage initiative and leadership potentials

ifi. Provide a two way channel of communication hetween the local commumities

and government,

Though, the above objoctives arc laudable. Honco, their dchicvenicnt depends on the
availability of good quality personnel al (he local level coupled with honest officers
placed in the helms of affairs of the various functions of the Local Government, Frand
literally means the same things all over the world. It is the level of petpelration, the
sophistication, the rates of fhe adverse consequences on the individual, the T.ocal
Government and the economy that makes the difference, as shall be seen in ensuing

Chapters.

2.2 ANTIQUITY OF FRAUD
Although, people shudder when they hear of cases of fraud, we have to admit that

it has been with man [rom creation. In the Christian Holy




2.3

Bible, the serpent tricked Adam and Bve into eafing the forbidden  fruit,
The full account of (lis story is avaitable in Genesis Chapter (hree (31 Jacob
with the collaboration of his mother Rebecea fraudulently obtained the
blessing of his father, Isnac by presenting himself as Esaw his elder brother:
in the same Holy Bible, Jacob served Laban, his prospeciive| father in-law,
for seven years in order 1o marry Rachael.

Howéver, in this example cited, Laban deceived Jm:obj into marrying
Leab, his fiancé’s sister instead. — Genesis Verse 23 — 25, |

The last account we are taking on the issue of dishonesty is available
at the Acts of Apostles Chapter § of the Holy Bible, here we got the
account of Annanias and Saphira a couple, who sold a piece of their
property and kept back part of the proceeds from Apostles.
CAUSES OF FRAUD

In considering the causes of fraud, the divergent classes of fraud has
to be observed [rom differenl perspectives. In first ingtance, the st ol
people that came together to perpetrate fraud form the basis of classifving
fraud iato four categories thus:-

i Fraud committed by Local Government Manag. ., o in

collaboration with the b&nkfng meanagenent;
it Fraud committed by Cushiers and Accountants to the Local
Groverinmeis;

it Sraud committed by Collectors and




Frauds commilted by Contractors

The persgnalice : - : : 1

The personality invelved in a fraud is very immportani and so also is the
creumstances which create the opportunity te defraud, Sutherland 1973 identified the
B Ry Eratas i and o 2 o 5 .
PIMHALY Hae10t in criminal behaviour. The situation which opportunes a fraudster to

defraud may net be upheld for some other perpelrators, Lucas (1977) opined that the

ceomomie and social development are responsible for the increase "md sophistication of

the crime. e illustrated that economic fraud and forgerics in_creus«:d with the

development of the economy first as libel suits increased with the development of the
prinling industry. A close examination provides another perspective through which the

causcs of fraud can be observed,

=
2

FACTORS WHICH MOTIVATE FRAUD
An averagely rationale individual will want to live a crimeless life. It is

gither prevented from devilish tendencies by personal, ethical or religious

Unfortunately, other factors in the other end pull the fraudsters to
comnil these other and tend to over power those that motivate a positive fulfiiled

5 ';"m:y are practically fraud motivators. This may be classified into the

=
=3
3
2
&
v
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5 THE NIGERIAN SITUATION
The Government iy unable to meet the expectations of the masses EEpis
the abundant resources with which the country is endowed. The olaim or exGUSes

were lack of fund but observation over time had revealed the cause to be improper

management,  As g result of this, the average family requires a very serious
planning and selection of priorities.
t
Priorities which are Ppractically basic necessities in order to en%sure adequaie
basie needs and the population caano longer boast of exocess. This had inevitably
increased the wave of fraud in the society. |
The present economic climate of Nigeria is beset with various problems
such as unemployment, mass retrenchment as a result of producti(%vn set backs,
external - balanee of payment deficits, lack of adequate transportation and
infrastructural facilitics.
Corner (1977) opined that the resultanl motivation to survive m the kind of
situation is bound to be strong and desperale and erime or frauds may be scen
ordinarily as a solution. He identified two elemenls which aid fraud and other
solution to preventing fraud as follows:-
£ Motivational Elements:
These are classified as:-
()  Economic or Physical needs and

(by  Moral Justification,

il




o

2. Sitwativnal Elenenty
This have four olassitications thus;

a. An opportunity to perpelrate f'raud;

b, An observed slim chance of detection;

¢. Low rate or absence of perseeution (as a result of law enforcement

agent involvement or possibility of buying them over) and
1 ;
d. Inadequate deterrent punishments,

Thus, if it is considered th‘al a fraudster has no cconomie, physiology and
psychological need to commit g fraud and thereby discerns no moral Jjustification
for a fraudulent act, the chances of crime through the motivational clement is
removed, defection made with certain prosccution and lastly, if ilu: punitive
measures are deterrent enough and render the culprits ridiculous in the society in
which they belong, crime will be prevented altogether.

ENVIRONMENTAL FACTORS

Asg earlier identified, the Looval Gove;‘lylment iy an integral part that operale
within the society. Therefore, it cannot be dissociated or lefl hehind in the
sociely’s beliefs, oustoms and the level of ethical standards.  Hence the
predominant factors in the society drags the Local Government as an avenue of
munilestation. We all remember quite vividly what late General Sani Abacha did

with our treasury.

12




We have p .
¢ have not 4 completely forgotten the caliber of fraudsters he had

around him as mig, admin .
mililary administrators, If' the leadership is {raudulent, the
ollowership is boung to be

SOCIAL ECONOMIC LAPSES/INADEQUACTES

"ihe Loeal Government is not an Island unto itself, It is an integral part of
e society. I is affected by as well as it affects other elements in its immediate
and remote environfments. [f (he whole society of whici the Local Government s
apart s morally bankrupt, it will be difficult, if not impossible to be isolated from
the eflects of such moral nieu:ldc};uc. Our Sociely bar 7 d all (he o mora)

standards and appeti lesy concerned with piobity, honesty . mtegrity and

oved name, Uhe family. friend. the religious houses and the society ol arae
eeils ot Lo care how vou come about your riches. but aceept, accommodate and
“ven respeet you for your wealth, Henee, dishonesty has been acquired. A1l thes
cncournges fraud as (he end seems Lo justify the means and means seem. e
morally aceeptable.
HELPLESS LAW ENFORCEMENT AGENTS

l'o some extent. the inability of the law enforcement agents to deteet [Loval
Government Traud have admiltedly encouraged the rafe Iraudsters will be coared. i

they oy that there exists a good chance of being detected.  Otherwise th

no effective deterrent. The main problem have been lack of understandine i
nature of frand in the Local Governmenl system by (he law enforcement auenls

£H

who appear (o be “bored with the complicated details
who appear

13




2.9

INADEQUATE PUNISHNIENT

No amount of yp; :
of punishment s even effectively deterrent against any crime,

inadequate 2 5 J 5
adequate punishment for gn offence, however may make the risk of engaging in

a crime high and costly one (o the perpetration.  The kinds of punishment meted

|
out to fraudsters in 1y 1geria do not sesm to be sufficiently deterring, |

Considered with the fact thay society does not frown generally anz? adequately af

frand, it can be 366;1 that light punishment may encourage fraud. }
A fraudster knowing the chances of being detected is remote and that he
will be welcomed back with open hands as a rich man after a few rﬁonths or years
in Prison, sees no reason why he does not catapull himself softly into the class of
those who have “wirived” by co mmitting fraud,
COMPUTER FRAUD
This can easily be a fraud resulting from technological development.
Computers are primarily to facilitate efficiency rather than preventing fraud,
However, there is wide spread concern about “computer frand” mainly because of
the difficultics involved in detecting until losses have reached a large scale.
NATIONAL CAKE ‘
l‘ Thirty-five years after independence, most Nigerians ar¢ yet to get out of
the kind of attitude they had towards the colonial masters. At that time,

isti isolated sector of the society, It was. worse
government was sccn as distinct and .

still, hated. Stealing government money Wwas taking it on an enemy when the
, hated.  Stes g
opportunity offers itself.

14
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This kind of thinking encourages frauds in Local Government, particularly as the

expalriates wer S s e 2
{pi WEre scen as institution of the colonia] masters of yester-years. Oun the

other hand, the S AT ke
I, the money accrued (o the Local Government are seen as the National

Cake and defraudi ; ; |
clrauding them is ¢quated to taking one’s share of the Aokl cebe:

st ) ) o j
Unfor tunately, the desired Teeling of being a part of an oganization,indigenous or

expatriate for what they work gnd being committed thereto is still targely absont

1
on [ocal Government Employees.  And there are therefore, no inh!ibiﬁons against
fraudulent praclices,
ESTABLISHMENT FACTORS

The major institutional cause of fraud is poor mnmlgjumunf. Thas .

|

encourages fraud.  When the junior staffers are inadequately supervised, (he
fraudulent minded operators sees it as an opportunity he must avail himself of,
Few Local Government nowadays, however, can be said to lack (he basic
collection of control policies and procedures which they require for acesptable
level of efliciency. The problem often times is the deliberate skipping of Tuid dev g
regulations, procedures and time-tested practices of the employees.
INEXPERIENCE

Practically in Local Government, experience counts a great deal, where
operators lack adequate experience, they are liable to commit unintentional fraud
by falling prey to the trap set up for them by fraudsters. The experienced
io small rat, and take the necessary precautionary

i

operators too will be likely

i in motion.
measures 1o nib the fraud on the bud or set the deteoting prooess in

15




2.4

2.15

OYERSTAYING N AJORB

The longer a may stays on

a job, Ceterig Pobuys, the more proficient he is

likely to become,
A man w

ho owv is te :
verstays his tenure on g Job and owing to the fact that “there

is always a way out” if dafl -
WS A way oul” if the staff seeq defrauding as the way out he is afforded the

opportunity top di o
Pt Y top discover the way and thus encouraged to commit fraud as he is

t
assumed of the fag : 2ot |
¢ £ the fact that no one is likely to unearth his evidenve of poar

management and it inadvertently encourage fraud. |

There we other causes that are not traceable to poor management. These

include, for example, poor salaries and conditions of service. When people are

poorly paid and they are unable to meet their basic needs of livelihood.  This

temptation becomes harder to resist partisularly, for Local Government Employees

who work with physical cash or mere money instruments that can easily dish out

cash.

FRUSTRATION (LACIC OF PROMOTION AND MOTIVATION)
Frustralion is sometimes a reason for committing fraud in the Local

Government.  When expectation of some workers are not met by the management

in lerms of promotions or financial rewards, they are bound to be frustrated.

Unfortunately, these frustrated workers are their own judges. for their expectations
I g "

is based on the perception of life.

\otliar Jriportait motivating factor to fraud is family problem. Of all

2 s()clely with hieh
ocicties 1‘ WOr] fortu ately ngeua 18 one of tl
n the O ld, unltos he

16




dependants owing ; Bt
it g to large lamily size, Under this family systcm the working

lass memb
¢ mber in the family come to the aid of the needy member of (he exiended

family whenever oceasions calls for help
Indeed : y
> 1t has been suggested by many writers and commentators that the
average

African d
i does ol care about taking up a policy of life i insurance hecause of
1

the “eoverage”

provided under the extended family system. But the pity of i i

that many ordinarily honest stall’ have become fraudsters: because .nl“ the demands
and expectations of their relations and socicely in peneral.
DIFFERENT TYPES OT FRAUDS
We have to appreciate (he fact that a fraud may be perpetrated for the
benefit of or to the destruction of an organization. The perpetratoss of such frands
tend fo benefit indirectly, since personal benefit usually acorues when (he
establishment is assisted through dishonest act. It is very difficult, if not
impossible for the research to highlight and discuss all possibic fraudulent acts.
However, the following could be discussed:-
(1) IN BALLETT VersMINGAY(1 943) an infant was held liable for the
tort of conversion for wrongfully panting with an amplifier and
microphone which had been fﬁ{lt to him.

(2)  Improper Paymcrttq. such as illegal political donations, bribes and
mpr s

Y ade to government staff, customers
7 us scttlements me
other mischievo

and suppliﬂl's-

17




() Infentional ang
assets |
fraudulent

could be perpetrated through

i

i,

iv.

Improper ro ati i
Proper representation op valuation of Lransactions,

abj ties or ome A 1+ mmitled  throog
mc 1
heft could t (418

manipulation of the wages or salary vouchers. svitich -
the following ways:-

Putting “ghost” workers on the payroll.  This act is aleo
known as including dummy names on the pay sheets™. ‘The
dummy names are the “ghost” which do not exist. People
collect money for work not done.

Drawing cash over and above what is required, in the situation
where the machine used in preparing payroll record is
tampered with to print out total cash over what is necessary.
The excess cash so drawn will eventually find its way to
private pockets.

Manipulation of Bank lists or schedule. Where a list of
cheques drawn by an organization is forwarded to the Bank in
advance, it is possible for somebody at the seat of power to
“pad” the list by adding dummy names in whose favour
cheques would be written later and paid.

Creation of “ghost” or dummy pensioners . . The notorious
development is recent in the civil service. The names of
officers whc; had died are sometimes shown m the Pensioners
Vouchers.

18




Fraudule ani i
nt manipulation of accounts.  The kind of frand we

are discussip, i
g here does not nvolve the movement of cash.

Invariab] %14 i
Y. the act ig comm:tted as 4 means of pPropping up an

enterpris ich ig i ‘
“1prise which is not doing well, The accounts are falgified

or window-dressed oreaf: ificiat sifut
ndow-dressed ereating the artificial situsition of good

eclormance and liguidi i |
pecformance ang liquidity base o sustain public confidence,
|

indeed, the Directors of g Company may “\é\"indﬂ\\’-drc:g‘;”
accounts to ‘r:nab]e them pay dividend which :v\'m:id not be
otherwise feasible. At this juncture, we consider it expedient
o examine a few instances which become serious points of
indictraent in the Count. These arc:-

(8)  Leads Estate Building and Investment Co. Versus
Shepherd (1887). In this case, the auditor failed to
satisfy himself that the directors have exceeded their
powers and that the balance sheets were false and
misleading. They were prepared again if the spirit of
the Company’s articles.

(by Armitage Versus Brewer and Knitt (1932). Lord
Justice Talbot muled that the auditors were negligent
for their failure to deteel defecations which had taken
place {hrough the manipulation of the records of

¢ and petty cash vouchers. In this case 6/1 (Six

way:
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€

Shilling an i
g and one ponny) was fraudulently altered to

16/1 (Si o
I (Sixteen Shillings and one Penny). Mr Ajewole |

L. Tt )
(Executive  Officer) @Dy GL 07 was

LOl . 2 »
mpulsorily retired from the EGonl Clovernment

Service of Ekiti State in May, 1996 for an allegation

Of [¥: 2 e ovf g e
fraudulent practices at Irepodun/Ifeiodun Local

Government.
|
The Commission at its meeting of 5% April, 2000

reviewed the case of the Officer and he was re-
abgorbed into the Local Govemmcr;i Service with
effect from 1% June, 2000.
The period of his break of service between May,
1996 and 317 May, 2000 was considered as leave of
absence without pay.
“Teeming and Lading™. This is the practice of installment banking
of the amount received. Under the situation just highlighted, the
cashicer or appropriale Officer under focus, credit thé account of the
and in respect of \thjuh cash had

debtor which appears ovcr-f:iuc

) i 1 < i subsequenl lv from
i ]} ted Wth money received, A )
been mlsapprop 18 y Vi d,

” - the fraudulent Officer to
. Ancther way is for
another customer.

; ollected on a day and seek lo make 1l up
; ~oriate the money ©
misapproprid

from the taking of the following day.
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e

(%)

&)

Ve mosen
2IME receipts ang Laitling 1 reoord 1yk;
) gk ooy '
o - M8INgs made. Senie sesounts
sl print - their own
1 N oreceipts o 1
s o i
: 18ue them fo unsuspeeting
members of (e i
the public who pyy money o them. S I
J ST alicn cash so
colleoted finds fe; i
their way into the pockets of the dishonest worlcers
Forging ¢l i
1eqques v
& Cheques, 1t onge happened that an Officer fraudulently
removed a cheque |egf it |
X d e leaf and its stub, I forped| the specimen
signatures of the bank sionator: if i
bank signatories and succeeded in drawing out

corporate money, |

Misappropriation of imprest sum. Where a petty enalliee s i
officer who writes out the Petty Cash Vouchers. Seeks and obtaing
approval, and pays out the money, he has ample opportunity to
commit fraud. It is possible for him to alter the amount approved on
the voucher to suit him.

Intentional, improper transfer pricing, egpecially through the
valuation of goods exchanged belween related entitics. By
purposely and  irregularly  structuring pricing  techniques,
management is in 8 position Lo improve the trading results of one

5 involved in the shady deal to the detriment of (he other
Company

organization. .
=d ps -ansactions in which one of the
Intentional, improper related party Lran
nlentional, ! '
i me benefit which 1s not available in an “arms
jes receives 801
parties

& i §=] ati(mship.
pagtl !C]fl] T |
lengﬂl conur
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= T CTRNTCIal angie

~
Crovernment slatutey
il

prohibited ¢

conty “
act transactmn i gamby; ch g
ing

(11) Taxfrauds, including tax evagj
ion,
(12) Diversion to gy emplg

ally; profitable ine

. . gam'zali:n.
(13) Claims submitted o Service C‘P

- 8 or poods not acruailiv pravided or
delive izati |
red to the organization, There | i
. . . ave. been Instances of stafl
making claims for duties or journey |

not performed, ‘lndeecl, driver
sometimes present fictitious fuef bills or receipts for reimbursement

14)  ‘Kiting’, fix etime i
(14) ¢, frauds sometimes cover their defalcation of sash by this

practice.  This they do by transterring money from one bank o

another and imregularly entering the transactions. Towards the
balance sheet date a cheque is drawn on one bank account and

immediately deposited in a second account for credit, just before (h

end of the accounting period.

In making this transfer, the fravdic inakes sure that the cheque is
1 ;

¢ not clear in the first bank

deposited at 1 latu enough date 80 tha eiiee

d. He ensurcs that the amount of

. 10
until afier the end of the accounting Per

1 agsel in both banks.

the transfer 1s re‘ei‘\i?({ as ar o fioers have been el

e . g s

ices Many < tore
T ¥ §) M L S. | =
( ) i]'l >, 1 ()t 100 L ( Tl e e '“E‘,eﬂluu_\,
s . Wi cust (l‘l{- 101 5}
0ds kb’pt m then od)
i -norate 80 s ¢ ar
8 “mﬂg corpors
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way throug o
Y through which the fraudulent acts are committed. It is possible

to omit s : .
the entry of the removal of the goods on the bin card and
manipul

ate the ligure of outs i
he [igure of outstanding balance,  Some Store-Keepers

have colluded wi ; Sk
lnded with suppliers by signing for items of goods not

recetved.  Such situations characterized complete breakdown of

‘internal control system’. Indeed, men in positions of authority have
“53(]‘00!'[30!‘&6 resources or services, without paying for them or
seeking official approvals, for their selfish aims.

17 EFFECTS OF FRAUD

The effects of fraud on Local Government can be classified under the
following headings:-

INTEGRITY OF THE LOCAL GOVERNMENT

Following every incidence of fraud, the integrity of the Local
Government buill over Lime through innovation services is at stake.
MONETARY LOSSES

Most frauds are so intricately perpetrated that, even though the Local
Government .and the investigative authorities were able to track down the
fraudsters, it become, practically impossible to recover the fraud;
the atlendant losses therefore become the loss of the Loeal Government

concerned.  Even if Local Government is able to recover some of lhe

ymounts involved from the fraudsters, there will always be certain expenses
a 5
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CH/—\PTER THRER

RESEARCH METHODG LOGy

Fo carry out 4 esearch work of this nag,

e, data are indispensable .
Consequently, the collection of ¢

ata i néeessary to enable th

K€ suggestion

1€ researcher draw
inferences and mg]

, and fecommendationsg, But it must be

emphasized that some of the data were not easy to come-by

However, the follow;

Ing method over adopted in collecting the data available to

(i) .L\dminislering of Questionnaires

(1) Face to Face interview

(i)  Observation and Experience
(1v) Documentary method.

3.0 ADMINISTERING OF QUESTIONAIRES

The researcher administered questionnaires to all the section of the Local
Governments invelved in this study. The questionnaires were generally
related to finance department of the Local Government as a whole. The aim
was to find out how fraud is been perpctrated m Mielf Werians Local

i C it f the Finance
G t causes, effect and remedies. The composition of t anc
avernment, ¢e 4 !

; her accounting record, other
Staff including their qualification and experience, a g
taff including the

g . -oblems.
useful information and likely pro
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In administering he .
Procedurg, 1 ade ‘ ‘
» - adepted a direct deliye
ry method.

i : That is
questionnaires where ¢

eliver

ed di . ;
ectly to the people so intended to avoid

unnecessary interference,

This yielded some i
b encouraging result, beeayse accurate information was
[

given n that r [ i i
giv that respect. The questionnaires cover all categories of employees.

31 TFACETOFACE INTERVIEW |

This research also conducted personal interviews and coiﬂacts with

|
employees of both the finance and Audit Sections.But- a randmjn selection
method was adopted to achieve this aim,

There were however instances where the research could not get in
personal touch with some of the key officers responsible for some vital
information like the Treasurer to the Local Government.

32 OBSERVATION AND EXPERIENCE.

The researcher was opportuned to be a stall of one ol the Local
Govemnments, most importantly in Finance Section for twenty years, now
and was able to malke some inferences from his experience, being a cashier

files 1 ions of the Local Government,
that has access to all files all sectior S

33 DOCUMENTARY METHOD.

ot able to fay his hand on documentary

i

ceneration for fear of publication,
{=4

This researcher was 1

‘ i nue

information relating o TO¥E .

‘ { made 10 provide some relevant data relating to
However, cffort was It

: cstionnaires.
staffing, response to que
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SOURCE OF DATA

WO sources of d Pri a S e
ata ([ ary an 0
& ( mary and & OJ]dEU'y) had been extensivel
5 ; - SIVELY USed
for this Stu "y‘ [\esearch O ] .
ulation was the idemi[‘icaticm of the characteristi
d pPop aracteristic

which Member’s  universe 1y

ave in ¢ AL
ommon and whigh identified each unit as

member of a particular group

Sample size, the sa Jai! J
Samj : ample design were selected through a Pilot Survey using 40
o>

uestionnaire ool e e
= s which was randomly administered to respondents within (he

esearch area of study. The pesylt obtained was tested using sample size

3.4 DATA ANALYSIS, TECHNIQUES.
The variable for this study would be analyzed using contingency table,
research area of study. The result obtained was testod using sample size.
DATA ANALYSIS, TECHNIQUES.
The variable for this study would be analyzed using contingency
table, percentage,tabulations and coding,
(a)  Contingency table are used to analyze the data obtained from
Queslionﬂifﬁs and Pcrgonal interviews, The data relationship were

expressed in percentages to draw interferences over the relative

dominance of respense.

" data in an order of magnitude
(b)  Tabulation refers to the ar:rangemems of data in a > ;
or according to some other basis to

(Alphabetical or Chronological)

erstand and mterpretation of the

enable an easy assessments, und
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information, - i i
a Fabulation Services gg g forerunner 1o (he use of

Percentage.

Coding ~ This is the techniques of Writing

in which numerals or

alphabets or g combination of both are used arbitrarily to| condense

lengthy data inte a concise size, Coding not only facilitates the
|

tdentification of data, but alsg ncrease efficiency in data unalfysis.
1
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CHAPTER FOUR.
DATA ANALYSIS AND FINDING

[n this chapter. ffne
apter, effort was made to analysis the data collected to test

rel ; oo
the hypothesis postulated in this study,
Questionnaires were distributed to some stuff of rhia finance

department of the following local gover

nments, Efon Local Government,
SRt Wkt Lieal i i
Ekiti West Local Government, Ekiti East Local Government and Irepodun

,elodun Local Government - |

- : . . !
As earlier mentioned in the previous chapter, data obtained were
limited but specific and direct to the points, A break dewn of the dala
analysis shows that (forty) 40 questionnaires were adminisiered of which

(thirty) 30 were answered and returned while (ten) 10 were not returned,

Response { Respondent ! % of Response

Answered and
Returned

Not returned Li,
100

o s Sl
Total -

AR - N
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his eseare a se 0
i1 Bls) I f F Staff
T I PU!'IUOI Cor ])l'i S o all a
| ‘ l o3 teguries f il
o i Lh A 3 tatf,
¥ e A Ccouy tar t to th e LUC‘C‘\.[ GDV@!TI € ] & el
udin | v m’n‘,t nten di
ar d 9] hEI‘ OHICGI‘S (8} mar g i HOI—!

lagerial leyelg

However m i
» the sa ple S1Ze wag selected througt i ‘
, : | ough a pilot survey Llsmg
40 questionnaires gs .. i |
q as earlier stateq with areg of concentration, lthe resyt
Jthe res
! eSS

attained from the survey indic

ated 3 i !
ated 30 success and to failures. | This was

listed at 95% conh % |
8 dence leve] and 5% tolerable eror using the formulae.

Sample Size n=7z7 PO
e2
where n = sample size Estimated
z = desired confidence level
P = probability of success
q = probability of failure

= limit of tolerable error.

T

From the above table

75% = 75 success
25% = 25 failure
5% = 0.5 tolerable error

05%, 01.96 desired confidence level.

4759 4752
0.05 0.05
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From the standarq norma]

distribyg
Z=1.96 therefore using the fammholﬁ table
[4

N=Z2(PQ} 2 1,96) 35 X (25
z X0y

2881
0.0025 2

Therelore the sam i "this project i
The ( ple size of this project ig 288.

STAFF AND MANAGER]A], RESPONSE,

Are you aware that frauq 18 being Pefpetrated in Local Governmant

|
L.

Responsc No. of Respondents

Total

|

3 th the statement, which confirm that is fraud
The table revealed that 73% agreed with the statement, v

inthe Local Government System.

p = 5 i [ i !)’ adhered to ?
ATE = 1¢ I £ 1di sement ])cyI'I.LntS stret (o3 )
i ‘ncipl 1ang dlS I [ 5

Ar I principi 58

‘ % of Response
FRes ondcnts, (i
Response No. of Resp

Yes
S |

No
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Table 2; indicate ]

or payment is strictly adhered (o

(5]

hat 609, signifieq that, the P

Neiples guiding
ples 8uiding disbursement

Has there been ) )
Proper aceounting iy e finance section of the Local
> Loca

Government?

Table 3; indicate that 60% disagreed with the statement, which confirm

proper accounting procedures in the Loca) Government,

Is the delay in staft salary and leave bonuses due to fraud or
mefficiency?

% of Response

Response No. of Respondents

30%

0%

in staff salary and leave”

o delay

oree that, there 15 8
(=

In Table 4; 70% disa .
n Table efficiency

g -
bonuses due to fraud
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) 6 ape i inej
ol of ».LLOUHIIHE_{ Prineipleg in ocal
- <l

Governmcnl‘?

No of

!\‘_espmldmus

Y ol
Responge

100%

";:' L..«‘ TFos i . A 14
cdle that 66,79, agreed that there g neffective congrol
T
5 2 2 fevenue colleetjun and gencration nee striet control?
ZSponse No ol Y ol
Respondenis Respanse
.

2 90%

100%

- ile only 10% disagreed.

ik T
dditional training

% of Response

spondents

( 86.7%
i — l 133%
' |

100%




%
Table 7: indjcye /
I Cated (hyy 86.7% supported that Revenu.g Collecty Stafs

cetors Sty
alning is empayy- s :
training barkeq upon for effective performance while 13 3 3% reiected
the motion ‘

8 Has thepe been lrey

et audit quepiagy

No of % of

Respondengs Rcspmm

In Table 8: 60 1 agreed Ihzu there

is ii‘equenl audit queries while 4%

disagreed on the motion,

9 Is there need for control of payment vouchers?

0 i
Response 70 ol
Response

ﬁm‘AL J 30 f 100%

ed for the control
% agreed thal there is the ne
Table 9: revealed that 96.7% ag,

2 e % diSﬁﬂlEEd-
i puchers w f[L33/ =
of | ayiment \’!L)L]C! Crs w h




). Is the ¢ adh Ce to g < Cor
| e It C 44 Nter a B St 1
e = ) T (6] Ol syg ems ir LDC

al Government

Administration ?

Response

??_—\_‘T
l'otal
e = |

' Table 10; }Jldicatg clearly that 63,39 of the res{:ondenls.‘disagl'ﬂed
with the question, while only 36.7% agreed, i

43  DISCUSSION OF FINDING i
|

The researcher obviously believes that data presented the t;rue views,
thought and perceptions of the respondents on fraud perpetratio:‘n n Local
Governments with reference to Finance and Suppliers Department of the
following Local Governments in Ekiti State, Efon Local G(?vemmem,
Efon-Alaaye, Ekiti West Local Government, Aramoko-Ekiti, Ekiti East

Local Government, Omuo-Ekiti and Irepodun/Ifelodun Local Government,

Igede-Ekiti.
‘fically centered on the weakness and non —
Thi ch work specifically centere
This research work sf
in Fi e Department of the Local
1 f internal control system In Finance Depart
compliance of interna ]

i be detected on time.
{he main reason why fraud failed to
Governments as the ma

3é
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It will be pointed gyt pan. .

t here that the analysis are not only ‘1 |
. . t O test the health
] control syst !
.miﬂma] c ystem, byt also tg discover AVENUE of effje:
. a Ciciency and offer

endation, that wil]
regommen J ™ enhance the perg, :
Tmances in the De
partment,
Intable 1(a) we discoyer g out of forty (40) Questionnaires adhing d
- HTES admimistered,

ere answered corr : :
30 were @ ectly and returned, while the remamingten (10) were either

deliberately or mistakenly Un-answered despite all the enlightenment iThe)‘ still
s =t 3

exhibit ignorance and fail to show cooperation. In  general the response  was
[+

ighly encouraging ie * ’
[ highly e ging and yielded o good result to the solution of some of our
[ preblems. ‘

| In table 8 the data obtained confirmed that 60% of the me‘magemenl
|
~ . = |

and staff  of the Finance Departinent ignore or overlogked some financial

regulation thereby subjected to improper accounting records and bringing about

frequent audit queries

Also table 6 confirmed that, mode of collating and generating revenue was over-
e e
handled. A lot of revenue generated was not properly accounted for, it was

, discovered that most of the revenue collected goes to the revenue collector’s

pockets,
isi -ontrol, which made them
| i -opri nervision and control, whic
There was no appropriate sul? !
~d to the Cash Officer who woul
declined in remitting the money collected to the Ca
ng :

fthe Loeal Government. Even from the data 6,
s Ll

Mvarig st he account © : :
ariably pay it into the @ n required strict

{lection and generatio

q enue €O
W% agreed that the system of rev

Wpervision and effective control
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44 APENDIX |

This Questionnyjy,

designeg

o § o cope

perpetralion in the g, ; QUCCl et :
iy i, al Gmemment, Cauges, g ! Infomation o Fraud
seference i Ekiti State, The Lnformqtio > Hlfeets ang Remedies i, particular

Please tick in the APPropriage Box mﬂ 4 -y Heimad W“ﬁ!deﬂﬁﬁ“y please.
or COmment Where ama]icab‘ie.
PART ONE ¢ |
1) NAME (OPTIONAL)
2}  DEPARTMENT-
(3 DESIGNATION 3
(4) SEX
(5)  AGE:

(6) QUALIFICATION:

(1) Are you aware that Fraud is being perpetrated in the
Local Governmeni?
Yes = No[™]
(@) Are the principles guiding disbursement/payments strictly adhered to?
Yes [ ] Ne[] ;
(3)  Has there been proper accounting in the Finance Section of the Local

No I:l
Government? Yes [__]

I e e
] Is the delyy in Stall Salary and Lvave Bonuses dus lo Fraud or ine[iciency?
s the delay i

(==
Yes [ ] 2
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¢

(19)

s there ineffective contro] of aceoyns;
n Ing pr
ll'LC]]

D NOD

es the system of Rava
il y of Revenye collection d
and gener,
8enera(]

ples §
N Logy) Governments

o On need strigt control?
O ™
Do Revenue Co‘lleciors need

additiong! fraining?  veq

Has there been frequent aydjs queries? |

Yes No
e

Has there been weakness in the system of contract award Wld D
a wvvela U el

payments?

Yes No

] -

Is there need for control of payment vouchers?

Yes No.

7 =

. ) : rd?
Has there been weakness in the system of contract awa

7 i
‘135/::] D

“ otivation for good
I i taff of the Local Govermmnt need motiva g
oes the entire stal

No
'
performance? i esﬂ 2

er ent
1 " the ]..C‘Cal GOVClﬂITI
SCUOH Ol 1§ o

d Revenue =% . 49 Yes
Does the staff of Finance agicfﬁve control of Fraud ok
or €

Fi - . " sction
teed adequate tra ning for1 d concerniis revenue collection

ing monitor®
ent being
Is the Treasury Depa™ 5

and report of proceeds’
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- there adherence to Interp
5 8l Conyrg,

L

. 'Stemg n -
istration? - 11¢ Locg)
\dministra ’ al Gover
A | \ - nment
Yag “‘0,-7
s there strict compliance Wi
() Ist YIth procedyyre

€s of [r-_tem:-.f checl:

Sir -
Government System? " the Local

Yem No
[ § B,

over ay
cash pay nents angd Teceipts op daily
Yes No
g Ll

Spension of members of

" [s there proper control

basis?

8) Is there adequate su o
(18) stalt in Local Government
Administration? Yes N

T

(19) Has there been adherence to internal ¢

8 on 1ssuance of Vouchers for

Payments and receipts? Yes No
f official atl i ss of
(20) Is there any leakage of official wztion due to carelessness o
Officer?
No
Yes . . B
[ ] el

40




CHAPTE R
SU}\/I]\JARY, CONCLUSION FIVE

S ANp

‘COMMENDATIONS
An attempt hag been

ade the i
e D;Occedmg € a Critica) analysig
o 0 v {
e agd i Various [ oo Governmens 1, Ekiti
00 reliapye st ; |

atisticg EXig

on the vay i
o Losal Gowmmems, s Ue of atfempted frauds in
Ut 36 million a

@
7 the problem, Consequenceg
0.

hapter, to maj,
o Unforlumtely,

ol

informed Sstimgtey
yeat in Which about 109, 0 15% of the frang Perpety

om beiy ;

Pointed Out at ghy

|
Aed were Suceessfiy].
"Keeping an average Nigerian 5,

: . tis life keepmg a.‘goat Jrom eating
yan” says China Achebe i, : " “The Troupy, with Nfge,frfc," (1983), Thig
andable. In Nigeris

A Nowadays, , Public Officer could
|

eluate fraud, The general bejjer of
|

the fraudsters is that, nothing g impossible 1, accomplish, if onty You can buy your L]

tough the use of money o Other corrupt frayqyjen; methods,  They divert pubiie

Hence, therg s stealing of fund a5 4 tosult of
position of authority and trust placed on the perpetrators,

properties and funds for private yge,

i C ible, trust worth: oficers in
I’I(“-"\’CVCI', ‘erI‘@ are some ]Chﬂblb, Iespo; lslblb) hOl’leS and in ] Y fiic
0] ' ent i ite if i 2li wat, if an Qfficer o
i I CJ] G()Vﬂ[‘ﬂ[ £€n I\dmlﬂisf ?.h()l'l, dCSplfC it 13 common belicf il t, i fh ‘ f
) | o o he would be seen as lm\ing Dug!h a
v L i 154 I ¥ 31 b
"C | " chan es his ar, 7
”F” IOC"IJ GO‘\-'CITHT]C]“ repairs or ¢ o . .
I Sl oney, because such officials are very cal v
WEW one _Vllﬂ‘l thc OCEI} GOVEI'IUIIU“ money,
5w one ¥

&ass root,
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CONCLUSION
Hardened Criming]q are

is available Mywhere N full control
15 v =

raug hag ¢,
aten (e, i i in of
y nto tie | é 4
our society and has thug beCOrne P Lixe Iugui Ve of
2 an

nvingible ‘eoonomy’ of our
SVery one of y

s s el e age. There i

5 to Wage ¢ (> W, religious
tical moral i I 8¢ a relentl 788” ar, “hgf s,
mystical, al ang p WSiCiﬂ agaj
\ aga;
y gainst the

Soci is
Ociety] discage, Let us remember oy

nn(rond‘l Ple dgt’b part ()f v hl‘Ch Sﬂ}‘s = plEng to Nigf;l‘i'l my C try, to be
< oun ¥
‘El i’lhhﬂ, I())/(Ii and hOﬂeSL. . :

RECOMMENDATIONS

From alj available human endeavours, 5 crime-free worlii is yet to be

M Howevcr, Positive anti-fraud measures have to he imrécluced into - the

workings of an organization

These are;-

(2) Drawing Up - an  organizational plan  would define “and  allocate
responsibilities and pin down lines of reporting;

(b) Separating the dutics of staff No onc single individual should be
responsible for the recording and processing of a complete trai‘!Sfactron. |

. f several people tends to minimize the rigk f’f

Morzover, the involvement o

P

inulation.
: ed fraudulent manipy
intended fraud he oustody of assets in such a way (hat
¢ ©

rt
© Installing physical control ove

horized staff.
docess i restrioted only to the autho
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