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Abstract  

Financial reports are 

meant to be a formal 

record of business 

activities and these 

reports are meant to 

provide an overview 

of the financial 

position and 

profitability in both 

short and long term of 

establishments to the 

users of these financial 

statements such as 

banks, employees,  

shareholders, 

managers, tax analyst 

and government. 

Misappropriation of 

financial statement by 

Enron, WorldCom 

revealed that 

information provided 

by financial 
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INTRODUCTION  

Functioned 
companies are to 
make sure that their 
financial statements 
are prepared, kept 
and audited by 
qualified professional 
public accounting 
firm whom agree to 
take responsibility of 
being true and 
fairness on reviewing 
financial statements 
of a given 
organization on the 
opinion to increases 
reliability of the 
financial statements, 
which is been agreed 
by the lender and 
private investors who 
willingly allow 
establishment’s 
statement to be 
confirmed by 
independent body. 
The users of this 
financial statement 
which include: 
creditors, 
government, 
investors, 
shareholders, public 
and tax authorities all 
are contingent on the  
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statements does not 

faithfully 

representation by it 

management. 

Therefore, the study 

attempts to look at 

auditor’s 

independence on 

financial reporting 

quality in money 

deposit banks in 

Nigeria. The data used 

for this study were 

collected from primary 

sources.  Descriptive 

statistics were used to 

analyze the responses 

from the 

questionnaire. It will 

involve descriptive 

analysis such as 

frequencies, 

percentages and mean.  

The results of the 

analysis show that 

auditor’s 

independence affects 

the understandability, 

reliability and faithful 

representation of 

financial statement of 

Banks. Finally, the 

study recommends 

that the management 

of the banks should 

ensure regular 

rotation of auditors as 

this will help to 

improve auditor’s 

independence and 

there should be an 

implementation of 

peer assessment in 

order to ensure that 

audits are carried out 

with utmost 

professionalism and 

joint respect. 

Furthermore, for 

appropriate decision 

to be made the 

auditor’s report has to 

be one that is void of 

manipulation. 

 

udited statement in other to make up-to-date decision. Therefore, 

the quality and reliability of this statement is compulsory. Financial 

report quality is the identification and reporting of substantial 

distortion of evidences by an audit which characterizes the competence of 

the auditor to reporting and represents integrities and morality of 

auditors, in particular extant. 

 Enofe, A.O., Mgbame, C., Efayena, O., & Edegware, J. (2014) emphasized 

that audit quality re-counts to an auditor's ability to sustain the interests 

of financial statements to the users by identifying, classifying and 

communicating information irregularity among financial statements users 

and management. This suggests that audit quality is apparent when a 

financial statement is without any irregularity of details. In the same line, 

real quality is seen as the possibility of minimizing the associated risk of 

revealing material falsification in financial statements, and perceived 

quality is accompanying to what users of financial statement feel about the 

auditor's ability to minimize material misstatement. The function of 

auditor is to offer reliability to the financial statement. The financial 

a 
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statements preparation is the responsibility of the management, while 

auditor responsibility is to provide reliability of the financial statements. 

The auditor also increases the trustworthiness of other non-audited 

information which is released by the management. For an audit to be 

reliable, it must be performed by someone who is professional, 

independent and cannot be guidance by individual or group of individual 

in position or power which will affect its own decision. The Securities and 

Exchange Commission approved new auditor independence guideline 

which requires that traded companies should reveal the level of fees (5%) 

that were paid to their external auditor for non-audit services. Babatoolu, 

Osasrere and Emmanuel, 2019 rebels that auditor independence has been 

long  accepted as the foundation of the public accounting professional and 

that has privileged to govern itself. Evolution grants power and privilege 

to the Accounting profession. Auditors are obligated to perform their 

duties for the public benefit in exchange for exclusive professional 

privilege. Traditional audit independence view regard as a moral 

perspective. As for a moral perspective, auditors are profession, with 

professional obligations to the public. They should not involve in any 

activity that appears to impair their effectiveness as professionals, 

regardless of the totality of their motivations.  

Professionals are presumed to do things because of their professional 

duties, not because of their best interests. In motivations right or wrong is 

concentrated. Honorably, some seem to believe that it is wrong for an 

auditor if seem not to be independent. Essential ethical concentration is an 

manipulating factor to consider on a moral view the nature of the upright 

analysis that support the enhancement of the audit independence and have 

significant to the auditor's role to play it primary duty to protect the public 

interest and the necessity to use judgment in fulfilling his duty. The ideal of 

auditor independence has been clearly stated for a long time. Moreover, 

audit quality determined by number of human resources been employed 

and also by both audit firm size and internal management structure. 

Consequently, a country's prevalence of fraud and other financial red flag 

/crimes will reduce the degree of confidence expressed in these statements 

and the capacity of those statements to carry out their functions ((Al-

Khaddash, AlNawas, & Ramadan, 2013, Ilaboya & Ohiokha, 2014, Ndubuisi 

& Ezechukwu, 2017). Empirical evidence shows that the auditing standard 

in developing economies is far below the point due to perceived difficulties 
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(Ghosh & Moon, 2018). Tepalagul and Lin (2015) opined that 

independence of auditors has an impact on the audit performance as well 

as on the related predictors of audit quality. As a significance, the lack of 

independence of auditors among public sector has led to poor handling of 

financial disputes and poor audit quality (Chen, Joseph, Huang, & Yang, 

2013; Inyang, 2016). Therefore, one of the information used is the financial 

report product of a process of accounting. In this case the financial 

statements that can be trusted by investors absolutely necessary. In 

statements to be believed, then the audit of financial statements is 

necessary especially for a company incorporated in the form of a limited 

liability company that is open. The management company chosen by the 

shareholders held accountable in the form of financial statements for the 

funds that have been submitted to the management of company (Wali, 

2015). 

Financial reports are meant to be a formal record of business activities and 

these reports are meant to provide an overview of the financial position 

and profitability in both short and long term of establishments to the users 

of these financial statements such as banks, employees, shareholders, 

managers, tax analyst, government etc. Misappropriation of financial 

statement by Enron, WorldCom revealed that information provided by 

financial statements does not faithfully representation by it management. 

These scandals clearly show that there is not sufficient to depend on 

management representations rather, the auditor must go in and out to 

cover-up and question the truth of any information using professional 

disbelief. Responding to these changes, standard setters have tightened 

professional auditing standards. (AU 316, 2005), several researches have 

been carried out in but under-developing and developed economies on 

how auditors independence affects financial report quality. To the best of 

my information, none have researched on how auditor independence 

affects financial reporting quality. Any subsequent failures of firms due to 

mismanagement, fraudulent practices are viewed as failures in auditors’ 

independence in carrying out their obligation duties. For example, Enron 

and WorldCom in United State of America have shrunken shortly after an 

unqualified report was suggested. From the above discussions, there is 

need to ensure seriousness of financial statement of a given organizations 

in order to escalation users’ confidence that may affecting investors 

behavior.  
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This study seeks to investigate Influence of auditor’s independence on 

financial reporting quality in money deposit bank in Nigeria with the 

specific objectives to regulate the impact of auditors independence on the 

fathomable of financial statement of the listed Bank, To estimate the effects 

of auditors independence on significance of financial statement and to 

control the effects of auditors independence on the realistic 

exemplification of financial statement of the listed Bank. 

 

Hypothesis 

Hypothesis I 

Audit independence does not have significant impact on understandability 

of financial statement in the Bank. 

 

Hypothesis II 

There is no significant effect of audit independence on reliability of 

financial statement of the Bank. 

 

Hypothesis III 

There is no significant relationship between audit independence and 

faithful representation of financial statement of the Bank. 

 

Literature review  

 According to the Independent Standard Board (2000), view auditor 

independence as the autonomy from certain restrictions that affects an 

auditor’s ability to make unbiased audit decisions or compromise quality. 

Ndubuisi & Ezechukwu (20017) suggest that auditors’ independence 

reflects an objective, rational approach when presenting a financial 

statement. Naslmosavi, Sofian, & Saat, (2013) express opinions of an 

auditor increase the trust of stakeholders’ in the financial reports. These 

further improve self-assurance, memento and efficiency of operation in 

capital markets. Normally, auditors’ independence has been recognized as 

a vital mechanism in justifying information irregularity. This is because it 

ensures that the auditor presents unbiased views, which are reliable and 

honest about the financial reports prepared by manager. While other 

researchers say that independence are unique characteristics of the 

auditors (Albeksh, H.M.A., 2017).it also observes that the fees received by 

auditor for audit and non-audit services stance as intimidations to auditor 
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independence. Apart from that, the tenure of auditor – client relationship 

is another impending threats to auditor’ independence since a sustained 

relationship may cultivate from official to casual where auditor will 

become so loyal to the executive  and the directors will feel responsible for 

the auditor’s welfare even during the non-service times. Enofe, Nbgame, 

Okunega and Ediae (2013) support this view that the independence of an 

auditor becomes exposed by the interval or tenure of time that auditor is 

retained in a particular corporation which will lead to an impartial mental 

attitude in making decisions throughout the audit and financial reporting 

process. This suggests that lack of independence of an auditor consistently 

increases the possibility of being apparent as bias; as the auditor has 

dispositions of not reporting a discovered breach. Meanwhile, there are 

environmental threats to auditor’s independence. The reason  given by 

Enofe, A. O., Okunega, C. N., & Ediae, O. O. (2013) is that the awareness 

developed through long contract and the ransom of income the auditor 

gathers from a particular establishment has high tendencies to wear away 

the independence of the auditor. Based on these threats, Okolie (2014) 

believes that once the independence of an auditor is deteriorated, it usually 

result in poor audit quality and brings about greater earnings management 

and lower earnings quality and financial reporting process. What this 

implies is that lack of independence of an auditor uniformly increases the 

possibility of being perceived as bias; as the auditor has tendencies of not 

reporting a discovered gap. In the meantime, there are environmental 

threats to auditor’s independence. 

Independent variable                                                              Dependent variable 

 

 

Financial Reporting Qualities 
Financial reporting quality has been discussed widely. The centre point is 
that auditor quality measure when it discovers a breach in the client’s 
accounting system and as well report the breach to the shareholders; when 
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there is assurance that financial reports comprehend no material 
misstatements. However, financial report is different from auditor report, 
though it is auditing that leads to financial report. Nwanyanwu (2013) 
describes financial report as the presentation of financial statements in a 
wide-ranging form for the understanding of shareholders and the public. 
Obazee (2005) says it is the process of communicating financial 
information, and also a way of giving stewardship account.  In support of 
that managers of an organisation give account of their information to their 
owners and other stakeholders. Financial report is a communication tool 
that is used to reveal financial affairs and situation of organisations. 
Meanwhile, audit quality and financial reporting have a cause-effect 
relationship, i.e. the formation of audit trustworthiness leads to sound and 
dependable financial reporting. The reason is clear, it is auditing process 
that concludes into financial reporting and once the audit process is 
broken-down, it automatically affects the quality of financial reporting. 
Kaklar, Kangarlouei, & Motavassel (2012) observe that the quality and 
credibility of auditing produces standard and accurate financial reports by 
default and, the produced financial reports in turn prevent financial crises. 
If auditing is credible, it gives assurances that a financial statement will 
cover no material misstatements. Therefore, the quality of financial report 
is fixed in the quality of audit process.  Al Khaddash, Al Nawas, and 
Ramadan (2013) pointed that, the credibility of auditing along with 
auditor’s independence increases the confidence of stakeholders in 
financial reports. As viewed by Nwanyanwu (2013), the objectives of 
financial reports vary from one organization to another organization base 
on the nature of corporate activities. For instance, the objective in the  
public sector may be to determine how effectively resources are being used 
to provide social structure, while on the order hand, the objective in private 
sector, may be based on reporting how shareholders’ funds are being 
applied to generate income and whether such application facilitate high 
return on investment or decreased their wealth.  
 

Audit tenure 

It is generally believed that auditor tenure have resultant effects on the 

independence of the auditor. Whether such effect is negative or positive is 

another disagreement the longer the tenure the more competent and 

independent the auditor becomes. It was suggested that auditors have 

higher tendencies to be more dependent in their early years of their 

auditing engagement with a client. Many studies have criticized audit 
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tenure as impediment to audit independence. Meanwhile, it is held that 

there are conflicting thoughts on how auditor tenure affects auditor’s 

independence. There is thought that the competence and expertise of an 

auditor increases directly as the tenure of the auditor gets longer. This is 

based on the assumption that a long audit tenure will encourage undue 

closeness and familiarity between the executive directors and the auditor 

This rationale is based on the assumption that an auditor will have 

developed a robust information of the client over the time and hence the 

auditor can base audit decisions on such knowledge.  

 

Audit fees 

The professional code of conduct for Chartered Accountants in Nigeria 

specify that audit fee from single client should be over 25% of total audit 

revenue. Therefore, large percentage of audit fee from one client would 

likely substitute weakening of independency of auditor. One main reason 

for self- interest threat mentioned in “ICAN professional code of conduct 

and guide for members” (2009) is ‘unjustified dependent on entire fees 

from one client, and unduly big percentage would be 5% and above which 

includes repetitive one-off assignments. The percentage or proportion of 

entire audit fees of firm higher than 25% above is considered as undue and 

is believed would affect or damage independency of such firm.  

 

Independence of audit committee  

The suggestions of audit committee on auditors independence and as it 

impact audit quality is not clear because there are frequent and deceased 

opinion and assumption from studies on it. Ezugwu & Negedu (2014) in 

their work titled ‘Auditors reputation’ impact on obedience to global 

accounting standard by quoted firms within Nigeria’ reviewed other 

related work from which they exposed that organizations where audit 

committee are not dependent on stakeholders, quality of such auditing are 

usually high, reciting and concluded that most audit committee, if not 

whole affiliates must be independent. Where audit committee is entirely 

independent, audit quality would improve and advance. Ame (2014) 

perceived from his research ‘Audit committee effectiveness and audit 

quality for Nigeria based money deposit banks, that committee 

independence is never correlated with audit quality while negative and 

appreciable connection existed between audit committee expertise and 
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audit quality for Nigeria based money deposit banks. Therefore, in this 

study inferred that audit committee independence heightened by 

improving corporate governance in non-monetary firms is not appropriate 

to monetary firms. Furthermore, by reason theoretically audit committee 

has to have positive association with independency of auditors, which 

made-up that existence of audit committee would enhance auditor 

independency.  

 

Theoretical frameworks 

Theory is set of related concepts categorized into a law to describe 

interactions among variables (Amos, 2015). Therefore, the theory adopted 

to back this study is: Resource Dependence Theory, Resource Dependence 

Theory prepared as the result of the publication by Pfeffer and Salancik’s 

(1978) “The External Control of Organizations: A Resource Dependence 

Perspective”. Since Pfeffer and Salancik published it, resource dependence 

theory has received global reflection in corporate governance. It is today 

one of the most influential organizational theory and strategic 

management. Resource Dependence Theory sees a corporate entity as an 

open system, which is dependent on possibilities in the external 

environment (Pfeffer & Salancik, 1978). The theory adopts that “to 

understand the behaviour of a corporate entity, one must understand the 

context of such behaviour. In other words, must understand the 

organization, system, circumstance and context. Resource Dependence 

Theory assumes that an organization is largely influenced by external 

factors on organizational, and managers can in order to reduce 

environmental uncertainty and dependence. It also provides the basic 

philosophies of the resource dependence perspective including that: the 

fundamental yardstick to understand inter-corporate relations and the 

society are organizations and also the organizations and social institutions 

are not autonomous; they are constrained by a network of 

interdependencies with other organizations; such interdependence, 

coupled with uncertainty in the environment, leads to a situation in which 

survival and continued success are indeterminate; hence, organizations 

take actions to manage external interdependencies, although such actions 

are inevitably never completely successful and produce new patterns of 
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dependence and interdependence; and These patterns of dependence 

produce inter-organizational as well as intra-organizational power, where 

such power has some effect on organizational behaviour. 

This perspective, as well as its proposition that organizations must 

respond to the external environment, has become more like an axiom in 

organizational theory and strategic management. In the context of this 

study, what Resource Dependence Theory indicates is that corporate 

organizations equally depend on environmental factors such as 

individuals, resources, markets and competitors or other organizations. In 

this sense, an organization is dependent on an external independent 

auditor to prove its financial stability and assure the faithfulness and 

quality of financial reports. These form the “Resources” that a firm must 

“Depend” on in order to achieve certain set financial objectives”. 

Hillman, Nelson. (2007, 2010) introduced a fresh perspective to the 

application of Resource Dependence Theory in audit independence 

influence. It was claimed that Resource Dependence Theory advocates that 

when there is diversity among audit agents- internal and external; it 

improves independence. Considering that the board of directors is a first 

linkage mechanism for connecting a firm with sources of external 

dependency, hence, by having an independent auditor with valuable skills, 

and integrity, the firm can reduce dependency and gain valuable resources. 

The implication of this to the current study is that the independence and 

integrity of the auditor plus general characteristics and composition of 

auditor will place the organization on a vantage of public attraction and 

patronage through their credible financial statements made possible by an 

independent and credible auditor and audit process.  

Base on this, it means that Nigerian firms operate under the Resource 

Dependence Theory since they depend on laws made by external 

regulatory bodies on company’s financial auditing process; and they also 

depend on independent external auditor whose expertise and neutrality is 

needed to provide a reliable and quality report. 

 

Empirical review 

Babatolu, Aigienohuwa and Uniamikogbo (2016) studied “Auditor’s 

Independence and Audit Quality: A Study of Selected Deposit Money Banks 
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in Nigeria”. The researchers pragmatic that the need to ensure reliable and 

high quality of audit work has largely rigorous on auditors independence 

to ensure an auditor is not too conversant with his client, because if an 

auditor is too accustomed with his client it will risk their integrity and in 

return damage their independent opinion. The study revealed that there is 

a positive relationship between audit fee, audit firm rotation and audit 

quality. There was negative relationship between audit firm tenure and 

audit quality. The correlation between audit quality and leverage is solid, 

negative and statistically significant. The correlation between audit quality 

and company size is strong, positive and statistically significant. The study 

recommended that Auditor’s independence should be reinforced by taking 

different measures such as regular rotation of auditors, reduction in the 

tenure of auditors and appropriate audit fees- to address the issues which 

could create threats for auditors 

Enofe, Nbgame, Okunega and Ediae (2013) they made an empirical 

evaluation of “Audit Quality and Auditors Independence in Nigeria”. The 

researcher’s interpretation that auditors’ independence plays a important 

role in ornamental the quality of the audit in an organization. The results 

displayed that as auditors’ independence upsurge, the quality of the audit 

also progresses and as the independence of the board and the ownership 

structure increases, the quality of the audit reduces. It was recommended 

that auditors should struggle for independence in other to ensure quality 

audits. 

Gana Kafiya Wakil, Mohd Norfian Alifiah,and Peter Teru (2020) they 

studies“ auditor independence and audit quality in Nigeria public sector: a 

critical review”. 

 

Methodology 

In this study, the descriptive statistics were used to analyze the responses 
from the questionnaire. It will involve descriptive analysis such as 
frequencies, percentages and mean. The Statistical Package for Social 
Scientists (SPSS) will be used for the purpose of this research as it is a 
comprehensive and flexible statistical analysis and data management 
solution. SPSS will be used for analyzing the results on the questionnaires 
filled by the various respondents. To test the formulated hypothesis and 
research question in SPSS statistical package will be used in this study. 
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Model Specification 
The model is stated below: 

Y=f(X) 
Y= Financial Reporting quality (FRQ) Dependent Variable 
X= Auditors Independence (AUI) Independent Variable 

Thus, the regression could be presented in general as follows;  
Yt  =  β0 + β1X1t + β2X2t

+ β3X3t+et … … … … … … … … … … … … … equation. 1 
Where; 
Y t is the dependent variable; β0is constant of the model when all 
independent variables are said to be zeros. X1t, X2t and X3t are the 
independent variables of the model and “t” is individual company for the 
estimation and finally et is residuals of the model. 
Therefore, the model of the study is expressed below; 
FRQ = β 0 + β1 AUT t+ β2 AUF t + β3 IAC t +Ε t……………………………………equation 2 
Where; 
FRQ = Financial Reporting quality 
AUT = Audit Tenure 
AUF = Audit Fees  
IAC = Independence of audit committee  
ß0= Intercept; 

ß1 to ß3 = Coefficient of the independent variables; 

Є = Error term; 
t= Subscript for Panel Data 
 
DATA PRESENTATION, ANALYSIS AND INTERPRETATION 
Table 1: Demographic Characteristics of the Respondents 
Characteristics Frequency  Percentage 
Gender of Respondents   
Male 15 75 
Female 5 25 
Age of the Respondents   
18- 20 years 4 20 
21 – 30 years 7 35 
31 – 40 years 5 25 
41-50 years 4 20 
Length of Service   
1-10 years 14 70 
10-20 years 6 30 
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Position   
Junior Staff 9 45 
Middle Staff 7 35 
Senior Staff 4 20 
Educational Qualification   
NCE/OND 6 30 
HND/BSc 9 45 
Postgraduate 5 25 

 
From the study, it can be seen that 12 of the respondents represented by 
75% are male and 8 of the respondents represented by 25% are female. 
The table also reveals that 4(20%) were 18- 20 years, 7(35%) were 
between the age range of 21 -30 years, 5(25%) of the respondents were 
within the age range of 31-40 years, 4(20%) of the respondents were 
within the age range of 41-50 years.  
The Table also shows that majority of the respondents 14(70%) have 
worked 1- 10years, 6(30%) of the respondents have worked between 10 - 
20 years. 
The analysis based on respondents position shows that 7(35%) were 
middle staff, 9(45%) were junior staff and 8(40%) were senior staffs. 
The analysis based on educational qualification shows that majority of the 
respondents 9(45%) have HND/BSc, 6(30) have NCE/OND, 5(25%) have 
postgraduate certificates.     
 

Table 2: Statistics of Respondents Opinion on Understandability  
                               Substances SA A U D SD Mean 

Your organization has the 

understanding of rotation of audit firm 

as one of the way of improving the 

quality of financial reporting credibility 

in the firm. 

 

 
3(15%) 

 

 
3(15%) 

 

 
5(25%) 

 

 
      0 

 

 
9(45%) 

 

 
5.0 

Your organization audit committee 

works with audit dynamics. 

 

4(20%) 

 

10(50%) 

 

4(20%) 

 

2(10%) 

 

     0 

 

5.0 

Your organization has the 

understanding of sustainability and 

social responsibility as it improves the 

quality of financial reporting credibility 

in the firm. 

3(15%)  
 

8(40%) 

 
 

3(15%) 

 
 

5(25%) 

 
 

2(10%) 

4.0 

Your organization has the 

understanding of risk oversight as it 

improves the quality of financial 

reporting credibility in the firm. 

3(15%)  
7(35%) 

 
4(20%) 

 
4(20%) 

 
2(10%) 

4.0 
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Your organization has the 

understanding of CEO succession 

planning as it improves the quality of 

financial reporting credibility in the firm 

3(15%)  

5(25%) 

 

12(60%) 

 

     0 

 

    0 

6.67 

Key: 

SA = strongly agreed 

A=Agreed 

U= Undecided 

D=Disagreed 

SD=Strongly Disagreed 

 

From the study presents the statistics of respondents’ opinion on 

understandability.  It can be observed that the respondents agree that their 

organization has the understanding of rotation of audit firm as one of the 

way of improving the quality of financial reporting in the firms; 

organization audit committee works with audit dynamics; their 

organization has the understanding of risk oversight as it improves the 

quality of financial reporting credibility in the firm and that organization 

has the understanding of CEO succession planning as it improves the 

quality of financial reporting credibility in the firm. However, the 

respondents disagree that their organization has the understanding of 

sustainability and social responsibility as it improves the quality of 

financial reporting credibility in the firm. 

 

Table 3:  Statistics of Respondents Opinion on Relevance of Financial 

Statement 
Substances SA A U D SD Mean 

Your organization financial 

reporting has an accounting, 

academic, and national 

relevance. 

 

6(30%) 

 

8(40%) 

 

2(10%) 

 

2(10%) 

 

2(10%) 

 

4.0 

Your organization financial 

reporting helps government to 

see how audit tenure has 

influence the quality of financial 

reporting in your firm. 

5(25%)  

5(25%) 

 

   0 

 

7(35%) 

 

3(15%) 

5.0 

Your organization financial 

reporting inspires the 

profession increases credibility 

to financial statement 

 

5(25%) 

 

5(25%) 

 

9(45%) 

 

1(5%) 

 

    0 

 

5.0 
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Your organization financial 

reporting implants the sense of 

responsibility, the essence of 

professionalism, independence 

and confidentiality. 

5(25%)  

4(20%) 

 

7(35%) 

 

2(10%) 

 

2(10%) 

5.0 

Your organization financial 

reporting encourages auditor 

standard in providing detailed 

guidance on risk factors. 

4(20%)  

4(20%) 

 

    0 

 

9(45%) 

 

3(15%) 

5.0 

 

From the study presents the statistics of respondents’ opinion on relevance 

of financial statement. It can be seen that the majority of respondents agree 

that their organization financial reporting has an accounting, academic, 

and national relevance; the majority of the respondents  disagree that their 

organization financial reporting helps government to see how audit tenure 

has influence the quality of financial reporting in their firm; the majority of 

the respondents undecided that their organization financial reporting 

instills the sense of responsibility, the essence of professionalism, 

independence and confidentiality; the majority of respondents undecided 

that their organization financial reporting encourages the profession to 

increases credibility to financial statement and the majority of the 

respondents disagree that their organization financial reporting 

encourages auditor’s standard in providing detailed guidance on risk 

factors.  

 

Table 4: Statistics of Respondents Opinion on Faithful Representation of 

Financial Statement 
                                        Substances SA A U D SD Mean 

Your organization financial 

reporting produced accurate 

imitates of the condition of the firm. 

 
2(10%) 

 
12(60%) 

 
6(30%) 

 
     0 

 
      0 

 
6.67 

Your organization financial 

statement has a accurate 

representation concept which 

extends to the results of operations 

of the reporting entity. 

4(20%)  

3(15%) 

 

7(35%) 

 

4(20%) 

 

2(10%) 

4.0 

Your organization financial 

statement has a faithful 

representation concept which 

extends to the financial position of 

the reporting entity. 

5(25%)  

9(45%) 

 

2(10%) 

 

2(10%) 

 

2(10%) 

4.0 
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Your organization financial 

statement has a faithful 

representation concept which 

extends to the cash flows of the 

reporting entity. 

9(45%)  

5(25%) 

 

    0 

 

     0 

 

6(30%) 

5.0 

You organization financial reporting 

faithfully represent the aspects of it 

business with the attributes of error 

free, complete, unbiased. 

4(20%)  

7(35%) 

 

4(20%) 

 

1(5%) 

 

4(20%) 

4.0 

 

From the study presents the summary statistics of respondents’ opinion on 

faithful representation of financial statement in Banks. 60%agree that their 

organization financial reporting produced accurate reflects of the 

condition of the firm, 35% undecided that their organization financial 

statement has a faithful representation concept which extends to the 

financial position of the reporting entity, 45% agree that their organization 

financial statement has a faithful representation concept which extends to 

the financial position of the reporting entity, 45% is strongly agree that 

their organization financial statement has a faithful representation concept 

which extends to the cash flows of the reporting entity and 35% agree that 

the organization financial reporting faithfully represent the aspect of its 

business with the attribute of error free, complete, unbiased.   It can be seen 

from the table that in all the items the percentage of the respondent all 

agree that their organization has faithful financial representation of all the 

items.  

 

Empirical Analysis (hypothesis testing)  

 

Hypothesis I 

Audit independence does not have significant impact on fathomable of 

financial statement. 

From table 2 it can be resolved that audit independence has significant 

effect on understandable of financial statement. Hence, it determined that 

audit independence has significant impact on understandable of financial 

statement in Banks is accepted. 

 

Hypothesis II 

There is no significant effect of audit independence on reliability of 

financial statement in Banks. 



 
INTERNATIONAL JOURNAL OF AFRICAN SUSTAINABLE DEVELOPMENT 

(VOL. 16 NO.2) SEPTEMBER, 2021 EDITIONS 
 

 
  
 

173 

From table 3 the result influences the percentage significance. Hence, it can 

be concluded that audit independence has a significant effect on reliability 

of financial statement in the bank. Hence, the null hypothesis stand rejected 

 

Hypothesis III 

There is no significant relationship between audit independence and 

faithful representation of financial statement in the Banks. From the table 

above the total mean shows that the relationship analysis between audit 

independence and faithful representation of financial statement in bank. It 

can be seen that there is positive relationship between audit independence 

and faithful representation of financial statement in the Bank (as 

represented by average mean value 0, 9868). Also, this positive 

relationship indicates that as the audit independence increases the faithful 

representation of financial statement increases also. 

Since the result of the total mean value of the audit independence is 5.134 

and the total mean value of faithful representation of financial statement is 

4.734, hence, it was determined that there is significant relationship 

between audit independence and faithful representation of financial 

statement in the Banks. 

 

Findings 

The result reveals that audit independence has significant impact on 

understandability of financial statement in the deposit banks in Nigeria. 

This finding discovered that auditors independence expand the quality of 

audits and also rebuild that Audit fee consumed negative and substantial 

impact on audit quality on financial report in money deposit banks in 

Nigeria; it was also found out that audit independence has positive and 

significance effects on the determination of financial statement in money 

deposit banks. 

The study has also shown that the respondents agree that rotation of audit 

firm is one of the ways of improving the quality of financial reporting, audit 

committee works with audit subtleties. Therefore, organization has the 

understanding of risk oversight as it improves the quality of financial 

reporting in the firm and also understanding of Chief Executive Officer 

Succession planning as it improves the quality of financial reporting in the 

firm. However, the respondents disagree that their organization has the 



 
INTERNATIONAL JOURNAL OF AFRICAN SUSTAINABLE DEVELOPMENT 

(VOL. 16 NO.2) SEPTEMBER, 2021 EDITIONS 
 

 
  
 

174 

understanding of sustainability and social responsibility as it improves the 

quality of financial reporting in the firm. 

From the study, the respondents opinion on relevance of financial 

statement which can be seen that the majority of respondents agree that 

their organization financial reporting has an accounting, academic, and 

national relevance 

 Lastly, it was exposed that there is an optimistic and substantial 

relationship between audit independence and authentic sketch of financial 

statement in the bank 

 

Conclusion/ recommendation 

From the discussion obtainable in the preceding section of this study, the 

following conclusions were made: It is clear that auditors’ independence is 

important to the reliability of the financial statement that provide enough 

evidence that auditors independents tables such as audit tenure, 

independence of audit committee and audit fee has positive and significant 

effects on credibility of financial statement and suggest that the 

management of the banks should ensure regular rotation of auditors as this 

will help to improve auditors independence and there should be an 

implementation of peer assessment in order to ensure that audits are 

carried out with extreme professionalism and joint respect. Furthermore, 

it recommend for appropriate decision to be made the auditor’s report has 

to be one that is void of manipulation and bias. In order to be able to do this 

efficiently and effectively, the management should discouraged auditors 

from providing non audit services to their organization. 

 

Reference  
Adebayo (2005 (2005, June 1). Consideration of Fraud in a Financial Statement. 

Retrieved from AICPA, New York (2005): 

http://www.aicpa.org/download/members/div/auditstd/AU-00316.PDF 

Ajekwe, C.C.M., & Ibiamke, A. (2017). The Association Between Audit Quality and 

Earnings                 Management By Listed Firms in Nigeria. European Journal 

of Accounting, Auditing and Finance Research, 5(4), 1–11. 

Al-Khaddash, H., Al Nawas, R., & Ramadan, A. (2013). Factors affecting the quality 

of Auditing: The Case of Jordanian Commercial Banks. International Journal 

of Business and Social Science, 4(11), 206–222. 



 
INTERNATIONAL JOURNAL OF AFRICAN SUSTAINABLE DEVELOPMENT 

(VOL. 16 NO.2) SEPTEMBER, 2021 EDITIONS 
 

 
  
 

175 

Albeksh, H.M.A. (2017). Factors Affecting the Independence of the External 

Auditor within the Auditing Profession. International Journal of Management 

and Commerce Innovations, 4(2), 680–689. 
Babtolu, A. T., Osasrere, A. O., & Emmanuel, U. (2016). Auditor’s Independence 

and Audit Quality: A Study of Selected Deposit Money Banks in Nigeria. 

International Journal of Finance and Accounting, 5(1), 13-21. 

Babatolu, Aigienohuwa and Uniamikogbo (2016) studied “Auditor’s 

Independence and Audit Quality: A Study of Selected Deposit Money Banks in 

Nigeria”. 

Chen, Y., Joseph, C.S.H., Huang, M., & Yang, P. (2013). Quality, size, and 

performance of audit firm. International Journal of Business and Finance 

Research, 7(5), 89–105. 

Enofe, A.O., Mgbame, C., Efayena, O., & Edegware, J. (2014). Audit Firm 

Characteristics and Auditing Quality: The Nigerian Experience. International 

Journal of Business and Economics Research, 5(6), 23–34. 

Ezugwu & Negedu (2014) in their work titled ‘Auditors reputation’ impact on 

obedience to global accounting standard by quoted firms within Nigeria’ 
Enofe, A. O., Okunega, C. N., & Ediae, O. O. (2013). Audit Quality and Auditors 

Independence in Nigeria: An Empirical Evaluation. Research Journal of 

Finance and Accounting, 4(11), 22-28. 

Ghosh, A., & Moon, D. (2018). Auditor Tenure and Perceptions of Audit Quality. 

Accounting Review, 80(2), 585–612. 

IAASB. (2018, October 3). IASSB. Retrieved from A FRAME WORK FOR AUDIT 

QUALITY. IFAC (2015):https://www.ifac.org/system/files/publicatio 

ns/files/A%20Framework%20for%20Audit%20Quality.pdf. 

Ilaboya, O. J., & Ohiokha, F. I. (2014). Audit firm characteristics and audit quality 

in Nigeria. International Journal of Business and Economics Research, 3(5), 

187-195. 

Inyang, W.S. (2016). Under-funding the Supreme Audit Institution Amidst the 

Rising Unauthorized Extra-budgetary Expenditures in Nigeria: Is Deliberate 

Under-funding a Fraud-concealing Device? Research Journal of Finance and 

Accounting, 7(16), 48–57. 

Ndubuisi, A.N., & Ezechukwu, B. O. (2017). Determinants of Audit Quality: 

Evidence from Deposit Money Banks Listed on Nigeria Stock Exchange. 

International Journal of Academic Research in Accounting, Finance and 

Management Sciences, 7(2), 117–130. 

Naslmosavi, S., Sofian, S., & Saat, M.B.M. (2013). The effect of audit firm size on 

independent auditor’s opinion: Conceptual framework. Asian Social Science, 

9(9), 243–248. 



 
INTERNATIONAL JOURNAL OF AFRICAN SUSTAINABLE DEVELOPMENT 

(VOL. 16 NO.2) SEPTEMBER, 2021 EDITIONS 
 

 
  
 

176 

Nwanyanwu, L. (2013). Financial Reporting and organisational liquidity in 

Nigeria: the accounting bases perspective. Research Journal of finance and 

Accounting, 4 (16), 79 – 81. 

Tepalagul, N., & Lin, L. (2015). Auditor Independence and Audit Quality. Journal 

of Accounting, Auditing & Finance, 30(1), 101–121. 

Wali, S. (2015). The Impact Of Auditor‘s Independence On Audit Quality: A 

Theoretical Approach. international journal of scientific & technology 
research, 4(12), 348-352. 

 

  


