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Abstract 
The study examines the association between corporate governance 

attributes and disclosure of material weakness as a measure to ensuring 

quality financial reporting. Using descriptive analysis of a sample of 72 

firms in Nigeria, the study find that material weakness disclosure was 

positively related to some aspects of corporate governance attributes, such 

as board independence and audit committee independence. Furthermore, 

the study finds that MW disclosure is also associated with financial 

expertise. The study concludes that board and audit committee traits are 

associated with financial reporting quality, thus compliance with regulatory 

policy by firms are in place. The study is limited to companies listed on the 

Nigerian stock exchange, as at December, 2019, further study can be extends 

to COVID 19 period in the preparation and presentation of financial 

statements considering compliance with NCDC guidelines in the country.  
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firms in Nigeria; CG attributes particularly Board of Directors (BOD) 

considering their major role in ensuring quality financial reporting as well as its 

mechanisms (board meetings, size, and independence) are regarded necessary 

to investigate the contribution of CG towards quality reporting. Moreover, the 

study seeks to consider audit committee traits as a significant contributory factor 

that controls the activities of the board which may impact on corporate 

disclosure.  Under audit committee characteristics, variables such as expertise, 

independence and size are taken into cognisance for the purpose of this study. 

The framework of the study suggests the analysis of this CG attributes. thus, the 

framework of this study is supported by the agency theory proposed by Jensen 

and Meckling in 1976; that problems may arise as a result of managers’ 

incentives to pursue their own interests at the detriment of shareholders (Fama 

and Jensen, 1983), therefore, information asymmetry may exist when one party 

has better access to information than the other (Lee and Choi, 2012). Such 

condition occurs where agent have the control to manipulate and/or conceal 

information that should be made available which consequently may affect the 

outcome of the decision of other users reliance on such financial information 

(Ferrer and Ferrer, 2011). The framework is considered appropriate for the 

purpose of this study which is to investigate the relationship between CG 

attributes and the level of quality reporting among Nigerian publicly listed 

firms. 

 

Development of Research Questions: 

The study investigates two research questions related to financial reporting 

quality; as to whether internal control quality  measured as Material Weakness 

(MW) disclosure is associated with governance attributes (Board size, 

independence and meetings) the second research questions related to 

association between internal control quality and audit committee traits (size, 

independence and expertise) as control testing for process effectiveness; that 

less well governed companies with ineffective internal control system may not 

detect and report material weaknesses ( earning misstatement) contained in the 

company’s financial statement. 

This issue is investigated using a method of gathering data on CG quality, 

(developed index) particularly, audit committee traits. Prior research addressing 

audit committee traits is limited based on smaller companies, but to make it 

more generalise, this study aims to investigate all listed companies’ annual 
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report with complete data on fiscal year ending December, 2019, needed to 

address the study research questions. To address research questions, we 

consider attributes of boards and audit committees considered to be associated 

with good internal control system. 

The method of practicing accounting principle is one of the responsibilities of 

management of entity, in some instances are expected to ensure fairly 

presentation of financial position and results of operations in line with 

guidelines (Belkaoui, 2018). Inconsistency, lack of accountability and 

transparency in financial reports, are the major issues which lead to poor 

financial reporting exercise and communicating accounting information which 

is of less value to users (Kantudu, 2005). This absence of adequate legal 

enforcement on firms renders accounting standards ineffective (Yahaya and 

Adenola, 2011). This is the result of lack of objectivity, credibility, reliability 

and comparability which subsequently ends in business failure (Baba, 2011). 

Therefore, the quality of accounting information is not influenced by the quality 

of accounting standards and by the nature of CG. Financial reporting quality is 

a matter of compliance to a variety of governance regulation rather than ethics 

(Labelle, Rim and Claude, 2010). Thus the study is aimed at investigating this 

phenomena with a reference to Nigerian atmosphere. 

 

Literature Review: 

The globalization of accounting system and diversification of business activities 

by firms around the world has increased the need for quality financial reporting. 

Ibrahim (2015) asserts that he idea behind this process is to disclose financial 

information useful for corporate managers, creditors, analysts, investors, 

government agencies and other users of financial statement, to aid them make 

informed decision (Mardini, 2018) about their investment. However, Nyor 

(2012) argues that the quality of financial reporting is based on the manner in 

which standards are imposed rather than differences in the standards.  Chua and 

Taylor, (2008) posit that the quality of information depends on management 

integrity and motive to released financial information. In a situation where 

management motives are poor, for instance due to lack of internal or external 

enforcement mechanism, it will yield low level quality of information, and if 

otherwise, yield quality reporting (Broadley, 2007). Quality information is 

much needed by the users of financial information that will allow them to make 

informed judgment about the reporting entity.  
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Prior literature measure CG at the board level, taken into consideration of its 

size, independence, and meeting frequency (Hoitash, Hoitash and  Benard,  

2009). Research findings are mixed that the relationship between board 

characteristics and reporting quality is associated with board independence. 

Krishnan and Visvanatha (2008) find that more independence boards have 

lower likely hood of fraud, that the size of the board should be well represented 

with independent directors. Carcello and Neal (2008) further conclude that 

strong corporate governance contributes to financial reporting quality. Hoitash 

et. al, (2009) discover that the quality of financial information is subject to 

disclosure of material weakness by firms. However, Doyle et. Al, (2007) do not 

find an association between corporate governance quality index and the overall 

likelihood of disclosing MW. Furthermore, Labelle et. al, (2010) claim that MW 

disclosure is associated with smaller boards and boards meetings. These 

arguments will be verified in this study to make conclusion on the support or 

otherwise of the above findings. 

On the same vein, the presence of audit committee is thus expected to be 

associated with disclosing more reliable financial reporting (Kaserer and 

Klinger, 2008). However, the size of the committee depends on the size of the 

enterprise and other relevant factors associated with the firm. Moreover, audit 

committee is expected to be large enough to represent the contribution of 

members in making decision for the attainment of the firm objective. In the U.S. 

and UK, audit committees are required to comprise members not less than three, 

who should be independent non-executive members, with the majority of them 

being financially literate. Prior research find that higher financial reporting 

quality is associated with more accounting financial experts on the audit 

committee (Cacello and Neal, 2008). Meanwhile, the independence of the audit 

committee members is widely recognised as effective in ensuring quality 

control. The “non-executive directors should be individuals of calibre and 

credibility, and should have the necessary skill and experience to bring 

judgment to bear independent of management, on issues of strategy, 

performance, transformation, standards of conduct, and evaluation of 

performance” (IOD, 2002). Effective audit committee has been suggested as a 

factor in explaining variations in the extent to which disclosure is required. 

Jensen and Meckling (1976) argue that formation and structure of the audit 

committee acts as a mechanism to reduce agency costs and to increase 

monitoring in order to limit opportunistic behaviours, which are critical in 
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meeting the needs of all stakeholders. Such a mechanism may encourage 

managers to disclose more information, thereby fulfilling the informational 

demands of the users of financial reporting (Alanezi and Albuloushi, 2011). 

 

Regulatory Framework: 

The pervasive increase of accounting scandals around the world highlights the 

need to improve the significance of financial reporting quality by structuring 

good CG. Effective CG induces agent or manager to consistently act in the best 

interest of principal. Therefore, the corporate BOD is directly responsible for 

the monitoring of the management to protect the interest of owners (Hoitash, et. 

al, 2009). However, initiatives such as the appointment of independent (non-

executive) directors to a board; to control management, separation of board 

leaders to ensure effective decision making and appointment of committee for 

oversight function have been designed to address this issue (Cadbury 

Committee report 1992; Hampel Committee Report 1998; Blue Ribbon Report 

1999; and Sarbanes Oxley Act, SOX, 2002).  

Preparation of financial report of every business entity in Nigeria is being 

regulated by section 331 of the Companies and Allied Matters Act (CAMA, 

1990). This section provides that every company should cause an account 

record to be kept and such record shall be sufficient to show and explain the 

transaction of a company; (see section 334 of(CAM’D, 2004).Therefore, the 

conception of audit committee was incorporated under section 359(3) of CAMA 

1990, which stipulates for the establishment of an audit committee. The Act 

further provides the composition of audit committee; shall be made up of 

directors and shareholders representatives of the same company, subject to a 

maximum of six members of which three representing the shareholders.  

Generally, audit committees composed of three to six members thus represent 

the optimum size (Kabir, 2014). 

 

Hypothesis Development:  

Effective audit committee in terms of size should therefore improve internal 

control and act as a means of reducing agency costs (Ho and Wong, 2001).  

There is greater expectation that an audit committee with more accounting and 

finance experts will be able to perform their function more ethically and induce 

the company to enforce ethics disclosure than audit committee with smaller 

proportion of financial or accounting experts (Persons, 2009).  This further 
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suggests that the audit committee effectiveness is positively associated with 

firms’ financial reporting quality. The appointment of suitable qualified 

members to the audit committee is a significant factor for a committee’s 

performance; Fereirra (2009) document apparent lack of availability of outside 

directors with the cognitive business experience and expertise who are prepared 

to serve the committee. A study conducted in South Africa by Ferreira (2008) 

recommend the need for a curriculum to be introduced for outside board 

members in term of skills, qualification and technical expertise.   

An audit committee should be organised as a standing committee of the board 

composed mainly of non-officer directors or outside directors, which is non-

executive directors,  SOX 2(a)(3) (2002) requires that shareholders should be 

well represented by a good proportion of NED/independent directors. The 

Institute of Internal Auditors (IIA, 2004), further describes independence as the 

freedom from subjection, control and undue influence of another, or freedom 

from conditions that threaten objectivity or the appearance of objectivity. The 

Blue Ribbons Committee report (1999) states independence as critical to 

ensuring that the board fulfils its objective oversight role and holds management 

accountable to shareholders. According to IIA (2004) further states that the 

factors that could impair the objectivity of an audit committee member may 

include are not limited to, large customers, client relationships, management, 

interlocking board membership, are major independence and creditor’s 

participation on the audit committee as well as members fees. Based on these 

arguments the followings hypothesis are formulated: 

 

H1: there is positive association between the independence of board and 

the extent of companies quality reporting.  

The ability of the board to act as an effective monitoring mechanism depends 

on its independence from management (Kent and Stewart, 2008). The 

importance of majority non- executive or independent directors on the board is 

recognized as the best practice in terms of board composition Australian 

Securities Exchange (ASX) Corporate Governance Council, (2007).  A study 

by Cerbioni and Parbonnetti (2007) finds that board with majority of 

independent directors on the board help mitigate agency conflict. Fama and 

Jensen (1983) further, suggest that boards composed of a higher proportion of 

independent directors have incentive control over managerial decisions. In 

addition, a significant and positive association between the proportion of 
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independent non-executive directors and disclosure is found in firms; with 

higher number of independent directors have significantly higher level of 

quality reporting than firm with minority independent directors (Cheng and 

Courtenay, 2006).  Arcay and Vazquez (2005) maintain the notion that the 

extent of quality disclosure depends largely on the proportion of outside 

directors sitting on the board.  Therefore the following hypothesis is developed. 

 

H2: there is positive association between the size of board and the extent of 

companies quality reporting.  

 Researchers have recognized the board of directors as the most important 

corporate mechanism in the company’s internal control system (Fama and 

Jensen, 1983). CG mechanisms are essential for effective corporate activities, 

through which effective monitoring of management activities of the firm can be 

established.  In an effort to keep pace with competitors, board membership 

might need to consider some changes as a result of changes in company size, 

structures, market, suppliers and customer.  Considerably, key determinant 

factors of non-executive director requirement on board such as company’s age 

and extent of its participation in global markets, its future strategies and its 

current board membership (Soltani, 2005)  

 

H3: there is a positive association between board meetings and the extent 

of company’s effectives. 

Board meetings is a mode of communicating with management, internal and 

external auditors, and board of directors to assure that appropriate controls are 

in place and reporting process are effective. The board of directors is needed to 

be active to meet their CG objectives, particularly in ensuring credible, reliable, 

comparable and transparent financial reports. Boards that meet frequently are 

more likely to perform their duties effectively and efficiently (Zang et al. 2007). 

This may suggest that the level of board activity is associated with better future 

operation performance (larcker et al. 2007). Board frequency of meeting and 

attendance by the board members is an indication that the operation and 

performance of the board commitment will be improved, thus providing 

credible financial information for the users to make inform decision about 

where to invest their resources.  
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H4: there is positive association between the independence of audit 

committee and the extent of companies’ quality reporting.  

The independence of audit committee is affected by the structure of the board 

and the audit committee, the balance between executive and non-executive 

directors, the chairperson of the audit committee, the integrity and 

independence and objectivity of individual committee members (Kent, 2017). 

The composition of audit committee shall constitute of non-executive 

independent directors.   In the U.S., the audit committee is made up of 

independent external directors that are in line with several international law 

such as BRC 1999 and SOX 2002.  Abbott, Parker and Peter (2004) find that 

firms with audit committees which comprised solely independent directors that 

meet at least yearly have significant smaller amount of non-audit fees to audit.  

 

H5: there is positive association between the audit committee size and the 

extent of companies quality reporting. 

Audit committee size should consist of a majority of independent, non-

executive members, with the majority of members being financially literate. 

The non-executive directors should be individual of calibre and credibility, and 

should have the necessary skill and experience to bring judgment to bear 

independence of management, on issues of strategy, performance, resources, 

transformation, diversity and employment equity (IOD 2002). Therefore larger 

audit committee is an index of quality. The principal effectiveness of audit 

committee in terms of the composition and structure. Possible opportunities and 

future challenges for the company might also affect the desired structure and 

composition of the audit committee. The Institute of Directors (IOD) and Audit 

Committee Forum (ACF, 2006) further propose a less prescriptive guidelines, 

that the committee should be large enough to represent a balance of views and 

experience, but small enough to operate efficiently. However, the actual size of 

the audit committee depend upon the size and complexity of the structure and 

business of the organisation, the risk profile and its culture (Beavers, 2003). On 

the other hand prior research do not find an association between audit 

committee size and financial reporting quality.  

 

H6: there is positive association between the audit committee expertise and 

the extent of companies quality reporting.  

BRC Reports (1999) states that a well-balanced and effective board should have 

directors with array of talent, experience and expertise which bear on different 

aspects of the company’s activities, as thus, the audit committee is responsible 

for overseeing the corporate accounting and financial controls and reporting, 
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this committee clearly has a more recognisable need for members with 

accounting and/or related financial expertise.  Committee with more than one 

expert contributes to audit committee effectiveness. The study expects positive 

association with multiple experts. Thus companies may design highly qualified 

audit committee members as financial experts. Therefore, higher financial 

reporting quality is associated with more accounting financial experts on the 

audit committee. 

 

Methodology:  

Annual report is mostly evaluated in the examination of disclosure level, quality 

reporting, and audit committee effectiveness, because it is a vital tool designed 

to produce information of a state of affairs of company. Its objective is to give 

signal about the quality of information and highlights company future prospects. 

Annual reports generally consists of quantitative information, narratives, 

photographs and graphs (Stanton and Stanton, 2002).  

This study obtained data on BOD’s and audit committee qualification, 

independence and composition disclosed in annual report or hand collected 

biography information from proxy statements. This procedure result to a total 

number of 171 companies listed on the Nigerian Stock Exchange (NSE) as 

study population. To address first and second research questions associated with 

audit committee attributes and board characteristics; sample was selected 

among all publicly listed companies from all industrial sectors. However, some 

annual reports are not readily available in NSE or SEC library, their websites or 

on other financial websites and are therefore have to be removed from the 

population (58 in total) leaving with a sample of 131 companies. Some 

companies were also eliminated from the sample due to lack of detailed 

information about corporate governance information in their annual reports (23 

in total). The sample was further refined by removing companies that do not 

have audit committee information and/or board information, leaving 72 

companies. The study codify audit committee financial expertise, independence 

and size based on information in the biographical sketch taken from the proxy 

statement, however board size, independence and composition in the sample 

was also captured, on complete set of biographies for board member. 

In order to answer the study research questions, the use of content analysis is 

considered appropriate hence is employed in this study in which each annual 

report is carefully read and scored using a disclosure index based on a 

researcher-developed checklist. Descriptive analysis, Pearson correlations as 

well as multivariate regression are also employed in this study to explain the 

patterns derived from each of the 72 annual reports under study and the 

relationships between the variables of interest.  
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Table 1. 

 
 

Dependent variables: 

Disclosure of material weakness (MW) over financial reporting is coded as 1 if 

the company has at least one material weakness or more disclosed in the 

respective sample and 0 if otherwise. MW is captured if reported as earnings 

misstatement by a firm in the sample annual report and thus coded.  

 

Independent Variables: 

To form independent variables data was obtained from board and audit 

committee characteristics from audit analytics, which is contained in the annual 

report section on biography, composition and independence, for all audit 

committee members that describes the position of board and audit committee 

membership in their individual biography. The independent variables consist 

(board independence, board size, and board meetings) audit committee 

characteristics were also employed (audit committee independence, size and 

expertise). These variables are coded from sample annual reports as depicted in 

the study model. 

A multivariate regression model is used to test the relationship between the 

independent and dependent variables as depicted in equation 1:  

 

Equation 1: 

MWDCL = βo +β1 BINDP+ β2BSIZE + β3 BMETS + β4 ACIDP β5ACSIZE + β6 

ACEXPT + ε0 

 

Table 2. Description and Measurement of Variables  
 

Description of 

Independent and 

dependent 

variables 

Proxy Code Expected 

signs 

1 Quality reporting Material weakness disclosure, measured as 

an index that indicate the level of board’s 

effectiveness(quality reporting) 

MWDCL + 
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2 Board Independent Measured as the number of independent 

nonexecutive director divided by total number 

of directors on board 

BIDP + 

3 Board Size Measured as the total number of directors on 

board 

BSIZE + 

4        Board Meetings                Measured as number of 

        meetings held in a year               BMETS         + 

                                                            

5 Audit Committee 

independence 

Measured as the number of independent 

directors to total number of audit committee 

members 

ACIDP + 

 

6 

Audit committee size  Measured as total number of members in the 

committee.  

ACSIZE + 

7 Audit Committee 

expertise 

Coded as committee financial qualification, 

skill and experience, reported in his/her 

biography per member (1 if there is relevant 

information and 0 if Nill) 

ACEXPT + 

 

Data Analysis: 

Table 3 presents the effectiveness between Board and Audit Committee in the 

sample, the analysis shows that board effectiveness is represented by 74% 

whereas audit committee is represented by 81% as the maximum level of 

effectiveness, the lowest level of effectiveness in term of percentage 19%. A 

majority of the firms’ internal reporting system are relatively strong as a result 

of effective monitoring and established risk control. Therefore the board and 

audit committee of the sample firms can be regarded as effective and efficient 

in carrying out their responsibility as required by code of best practice. 

Table 3.  Effectiveness of Sample Companies 

 Board AC  

Level % % No. of Company 

Max 74.% 81.% 58 

Min 26.% 19.% 42 

Overall Mean  42% 58% 72 

Industry % % No. of Company 

Non-Financial 36% 28% 56 
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Financial 64% 72% 16 

Total 100 100 72 

 

Table 4 presents the frequency and level of material weakness disclosure by 

sector in the  sample companies, services disclosure is 22.2%, financial (banks 

and other financial institutions) has 15.0% while others (all other sectors 

excluding services, financial and conglomerates) disclosure is about 45%, 

which is the highest disclosure level, however, due to large number of firms that 

made up of the other sectors does not mean the material weakness discloser is 

higher, therefore, the study considered, services as the sector that disclose 

higher amount of MW in their annual report, followed by conglomerates while 

the lowest sectors that disclose MW is other sectors (which consist of 8 sectors), 

the average percentage of disclosure in the other sectors is 5.5% amounted to 

44.4%, and resulted as the lowest level of MW disclosure among the sample 

firms. 

 

Table 4. Disclosure of material weakness by sector. 

Material Weakness  Frequency % 

Services  

Financial  

Conglomerate    

Others  

Total 

16 

11 

13 

32 

72 

22.2 

15.2 

18.2 

44.4 

100 

 

Table 5 shows the frequency of audit committee expertise disclosure in the 

sample firms’ annual report, the qualification, experience and skills of each 

audit committee member has been captured and depicted in the table 5, as the 

frequency of expertise contained in each sample companies. The maximum 

number of audit committee expertise on each committee is 4 directors and the 

minimum is 1 expertise with a frequency of 9 companies. However, the 

frequency of companies with at least 3 expertise is 3 with a highest percentage 

of 42% followed by 18%.  The result therefore shows that audit committee 

members with relevant professional qualification and skills in the sample is well 

represented as the average number of members has required expertise in the 

committee composition. The diversity in the backgrounds, skills and experience 



331   africanscholarpublications@gmail.com                                                                              
 2021 

  

of non-executive directors in particular enhances a committee’s effectiveness 

by providing a wider range of perspectives and knowledge to oversee 

company’s performance, strategy and risk. Board with qualified diverse 

individual will enhance a company’s sensitivity to a wider range of possible 

reputational risk. It can further help a company builds its reputation as a 

responsible corporate citizen that understands its community and deserves its 

trust, the preliminary findings of this study is in line with  (Tyson, 2013) that 

the audit committee should be made up of members with expertise to enhance 

its effectiveness.   

 

Table 5: Audit Committee Expertise.  

 

Table 6 indicates highest board composition in the overall sample as 12 

members and 11 members represented by 3 firms each followed by 10 members 

reported by 4 firms while the minimum board composition is represented by 2 

companies. Furthermore, a majority of the firms, that is 13 firms, have 6 

members each on their board as pointed out in  

Table 6. Point out the ratio of executive and non-executive directors among the 

study sample, regarded as board and audit committee independence. Result 

shows that the ratio is 1:1, between executive and non-executive directors, this 

is an indication that the code of best practice is applied in the country, therefore 

the study can concludes that shareholders are well represented on the board.   

And this is an indication that agency cost and level of information asymmetry 

will be minimal that the directors could dissipate agency problem that might 

exist between shareholders and managers in a due course.    

 

Table 6: Board and Audit Committee Independence.  

AC   Independence  Ratio  % 

Non-executive/independence   1:1 48.0 

Executives  1:1 52.0 

Total Sample 72 100% 

Board Independence  Ratio  % 

Directors 2 3 4 1        

Frequencies 18 30 15 9        

% .25 .42 .21 .12        
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Non-Executive/Independent  1:1 44.8 

Executive Directors 1:1 65.2 

Total  Sample  72 100% 

 

 Table 7 depicts the frequencies of sample companies’ board meetings, the 

highest number of meeting is 19 and 17 each reported by 3 companies and the 

lowest number of meeting is 3 and 4 reported by 2 and 3 companies 

respectively. Furthermore the most frequent meetings held in 2019 is reported 

by 7, 10 and 12 (13%). This may indicate that board meetings has significant 

association with material weakness disclosure, further analysis will find out 

whether or not material weakness is associated with board diligence. 

 

Table 7: board meetings. 

• Person Correlation matrix:  

The correlation coefficient determines the strength of the linear 

relationship between the two or more variables, the closer to 1 the better 

the coefficient, below 0.3 indicating weak correlation, 0.3 to 0.7 

moderate and above 0.7 very good correlations (Cronk, 2008).  

Preliminary analysis using Pearson correlations as shown in Tables 8, 

suggest that there is no significant association between the dependent 

variable (MWDSCL) and some independent variables ( ACINDP, and 

BMETS), thus providing no support for (H5 and H6). BSIZE, ACEXPT, 

and ACINDP, however have a significant correlation with MWDSCL; 

further analysis with regressions will confirm the results for the tests of 

the hypotheses. 

 

Table 8: Pearson Correlation Matrix 

Variables              MWDSCL   BINDP        BSIZE   BMETS ACIND  ACSIZE   ACEXPT   

   

    1 

BINDP -.038 1   

BSIZE   .217 .521** 1 

Meetings  3 4 5 7 9 10 12 13 15 17 19 

Frequencies 2 3 8 9 12 9 9 6 4 3 3 

% 2.9 4.4 11.6 13 18.8 13 13 8.7 5.8 4.4 4.4 
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BMETS .377* -.030 .818** 1 

ACINDP  .296 -.054 .202 .247* 1 

ACSIZE -.027 -.143 -.214 -.180 -.083 1 

ACEXPT  .373 .047 .272* .290* .011 .328** 1 

  

**Correlation is significant at the 0.01 level (2-tailed). 

*Correlation is significant at the 0.05 level (2-tailed).  

 

The results further indicates that all independent variables have low correlation 

with each other, with all pairs exhibiting values below 0.5 except for BMETS 

and BINDP that is found to be correlated at .521 and .818.    

 

Table 9. Multivariate Regression  

Variables   Estimated coefficient  t-value    

BINDP  .897     1.970**     

BSIZE  .790     1.737      

BMETS  -.857    -1.913**   

ACINDP  .166     2.121***      

ACSIZE  -.771    -.271       

ACEXPT  .489     2.312***    

 Intercepts   .091     .753 

N = 72 

Adj. R2 =0.300 

F=3.980*** 

***Significant at the 1% level (one-tailed test when the sign is predicted; two-

tailed otherwise) 

Regression was conducted to investigate the association between material 

weakness disclosure and board attributes among sample firms. Hypothesis 1 

predicts positive association between the board independence and the extent of 

companies quality reporting. From table 9, it can be seen that for H1, the 

coefficient β1 for the BINDP .897 (t-value=1.970), this suggest that firms with 

board consisting of a large proportion of independent directors is associated 

with the level of material weakness disclosure in Nigeria. Therefore H1 is 

supported. H2 assumes a positive association between BSIZE and MWDSCL, 

the result shows that the coefficient β2 for BSIZE is .790 (t-value=1.737) thus 



334   africanscholarpublications@gmail.com                                                                              
 2021 

  

supporting H2. Relationship between board meetings and material weakness 

disclosure is hypothesis, surprisingly, the result shows negative association 

between BMETS and MWDSCL, indicating that there is no significant 

association between board meetings and financial reporting quality. H4 predicts 

positive association between audit committee independence and material 

weakness disclosure, the findings indicates that there is significant association 

between audit committee independence and quality reporting among sample 

firms at 0.166 (t-value=2.121) . In addition, H5 predicts positive association 

between audit committee size and material weakness disclosure, however, the 

prediction was not supported as β5 for ACSIZE is -.771 (t-value= -.271) is not 

associated with the assumption, therefore H5 is rejected. This further indicates 

that audit committee size is not associated with quality reporting among the 

sample firms. However, H6 prediction is established as β6 for ACEXPT is .489 

(t-value=2.312) indicating significant association between audit committee 

expertise and material weakness disclosure, thus promoting quality reporting. 

Strong and objective independence is enhanced by a deep knowledge of key 

issues, the skills of individual members as well as the diversity of skills in the 

audit committee are found to be critical attributes of an effective quality 

reporting.  

 

Conclusion: 

The study suggest that board composition is a key driver of its effectiveness; to 

ensure effective and efficient board, the structure (formation, reporting 

structure, size and make up) of the board should first be established and 

formalised to maintain its independence. 

In summary the regression analysis show that Non-Executive/Independent 

Directors (NED) on board promote quality financial reporting, the study further 

indicates that board meeting and audit committee expertise have positive 

association with material weakness disclosure, pointing out that the proportion 

of independent directors and the proportion of directors with requisite financial 

expertise promote quality reporting among sample firms. Moreover, the study 

documents that companies comply with regulatory framework in carryout there 

operations.   

 

Recommendation for further study: 
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Regulators might seek evidence on whether less stringent internal control 

regimes are adequate for high quality financial statement especially amidst 

COVID 19 pandemic which result to strict compliance with NCDC guidelines 

across the country. Despite the fact that financial statement must directly or 

indirectly be affected by processes or procedures for the preparation, 

examination and presentation of financial statement, the study recommends for 

further study to examine board and audit committee traits with special 

consideration to (meetings) during COVID 19 regime.  
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