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CONFERENCE CHAIRMAN WELCOME ADDRESS

Thisproceedings publishetb showcasthenumeroupaperaccepte@nd presentedthe4th
Annual International Academic Conference on Accounting anithFihanaleove captioned
theme. The Annual Conferenoae of the initiative®f the prestigioutnstituteof Chartered
Accountantsf NigerigICANYesigned tgiveadequatepportunitie® its membersandnon
memberspexceintheichoseendeavours.

Members of the Institute working with universities, polytechnics and other tertiary educationa
institutions have been finding it difficult to attend the Annual Accountants' Conference of the Institut
thereby missing the opportoiitgactandnetworkvithprofessionablleaguesndtoearncredit
pointsneededor advancement gsofessionaland for retainingnembershipertificateThis
AcademicConferenceerfectlyservesas a cost effectivalternativéo ICANmembersn the
academiworldastheyuseittoperfectheiresearchndpublication skiksjoyacademimentoring,
earrcredipointsandensuréheirapigprogressntheacademiadder.

The Annual International Academic Conference is conducted with the following specific objectives in

1.

2.
3.
4.

5.

6.

mind:

Tobring together members of the Institute: academics, practitioners, policy makers and students
for exchangeidéas;
Toacquaindelegatesitmewarea®fknowledgatheaccountangyofessicandelatedields;
Toprovidgarticipantgitroperandscholarffieedbacéntheimvorkromatrulyglobahdudience;
Toprovidearticipantgitmetworkingpportunitiéggssharedeasnvariouarea®faccounting

andrelated subjectspeciallpcademidbatparticipaietheConference;

Tocreate avenue for memnteentee relationship through Ph.D. colloquium, capacity building
workshops antheactivitiesftheConferencand
TooffempublicatiooutleforweliresearchguhperpresenteattheConference.

Toachieve the objectives above, the Conference is usually packaged with activities like Openin
Session, Workshops, Ph.D Colloquiums, Keynote Presentation, Ldé&aeésétapson,

Concurrent Papegessions and Closing Ceremonies. In 2017, the Institute commenced a
programme of collaboration with Nigerian Untedrsiigthe Conferenceearetto its target

audienceT hefirstcollaboratiomaswiththe Universitgf Lagos (UNILAG), while we are currently

holding the second one in collaboration with Covenant UniversitiatddédNigayiantheir

Campus.

The proceediigyrestricted to thqsapers that have been reviewed and accepted for presentation
atthe4thAnnualnternationAcademiConferenc&hepaperseviewergonsistingf experienced
professorandotheisenioacademicgnsurethateachabstractonformaiththerequirements of
highlightinghe purpose/mairobjectivesof the paper, methodologythe major findings,
recommendaticarsd polidynplicationmoposeithithepapers.

Twenty(20) Accountingnd Financesubthemesweresuggestedt this year'sConferencéor
prospectivgpaper writers and Conference attendees tadvakéage of and make their
contributions. All the-suhe mes have been patronized, even
therefore, more patronized by the papetharitetherd.heConferencesceiveaotlessthan
200paperswritterby memberandnonmembersvithirNigeria and from other parts of the world,
including United Kingdom, Pakistan, Malaysia, Kenya, South Africa, among others.

Finally, I welcome you all to this event and wish you a blissful and highly educative Conference.
Professor Kabi Dandago Isa PhD, FCA, FCTI, FNIM, FTMN, MNES, AAIF

Chairman, Academic Conference Workgroup
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CONTEMPORARY ISSUES IN ACCOUNTING, FINANCE AND CORPORATE GOVERNANCE
Lead paper presented by:
Dr. Bernard B. A. VEGA
BAZE University, Abuja

Introduction

It is a rare privilege to be before you scholars, captains of industry and establiglseth profession
accounting and finance to present a Lead Paper. It is quite intimidating to be before you and atterr
provide a lead on issues you clearly are in leadership position, but to chicken out will not help the cat
the organi z ermemkers in ddademicsgprattitogeest poley makers and students for
exchange of ideasb©é. The repeat of the 2017 i
Accounting, Finance and Corporate Governance is germane because a sengleulwbizreiyc

exhaust the contemporary issues. The accounting professional is still coping with the treatmen
transactions and preparation of financial statement moving towards a universal convergence unde
International Financial Reporting &tsur{tfRS) and International Public Sector Accounting Standards
(IPAS). In the area of finance, we have theucrgpty a digital currency in which encryption
techniques are used to regulate the generation of units of currency and varifyf foedsansfe
operating independent of a Central Bank. There are also various issues surwwitindive kiisés

of risks companies are concerned with, how those risks are managed, pension scheme deficit, ci
funding, single currency and beh&wmmak combining finance and psychology.

| have taken the liberty to delve deeper into contemporary issues in corporate governance in Nig
because this is an area | had to deal with in my public enterprise reform roles in Nigeria as well as se
on the boards of both private and public companies.

Corporate Governance

It is generally agreed that weak corporate governance has been responsible for some recent corp
failures in Nigeria (SEC, 2014). Corporate governance has receivattieimineasedause of high

profile scandals involving abuse of corporate power and in some cases, alleged criminal activity
corporate officers. Following the conclusion of the consolidation programme in 2005, a code of corp
governance was issuedhw banking industry (CBN, 2014). Internal corporate governance control
became an important issue in the wake of major accounting scandals both in the US and Europe (Tur
1999). For all intent and purposes, corporate governance is thenrdenmaiirati control processes

which aim at ensuring the integrity and reliability of the financial reports, ensuring compliance
applicable laws, regulations, professional rules and contractual obligation and promoting strategic, ta
and operatnal efficiency and effectiveness. Corporate governance is implemented between regulati
and voluntary codes and what option do we believe will be best for Nigeria? We will discuss internal c
and corporate governance codes and the variocisespjorda implementation in other climes.

Internal Control:
The 6Committee of Sponsoring Organizations of
Control as fohtewsal(ll CANIra0Dlapy @ pDiecesss eff
Management, and other personnel, designed to provide reasonable assurance regarding the achieve
of objectives in the following categories:

(a) Effectiveness and efficiency of operations;

12



(b) Reliability of Reporting
(c) Compliance with applicabledaavel r egul ati ons 6

The Importance of Internal Control
A companyb6s system of i nt er nftb//itreasunytodapflomhas t o

It is one of the main tools used to identify and managpaa ny 6 s r i sk s, protect
sharehol ders and safeguard the companyb6s asse
and ensure the effectiveness of external and internal reporting. In addition, an intemal control sy
should be designed to detect fraud and support management in complying with laws and regulatio
order to achieve this, an internal control system will focus to a large extent on financial controls an
detection and management of financial Tieksystem has to be able to adapt to a continuously
changing risk profile, which also means that the efficiency of internal control methods and proce:
themselves need to be evaluated on a periodic basis.Internal control systems are notddesigned to :
risks altogether, but to detect and assess the material risks to which a company is exposed and to el
the management of these exposures in the most appropriate way.

Regulations and Voluntary Codes of Conduct on Internal Control

The way in whicle@mpany has to organize its system of internal controls and the responsibilities that t
management board has with regard to internal control depends on the country of operation. It wi
governed by law, by voluntary codes of conduct or, incese® radebe governed at all externally.

European Union

Publicly quoted companies in the European Union are subject to the Directive on Statutory A
(2006/43/EEC) which had to be adopted by all member states by the end of June, 2009. This dire
states that effective internal control systems contribute to minimizing financial, operational and compl
ri sks and enhance the quality of financi al re
committee or an alternative bodyintoor s t he effectiveness of a cc
management systems.In addition, the EU Company Reporting Directive demands that companies frol
member states listed on the stock market have to publish a corporate gaventangetsitavith

their annual reports or on an individual basis. This corporate governance statement should featu
description of any existing risk management systems and internal controls that are relevant to fina
reporting. The statementtasao refer to the corporate governance code applied by the company and
explain to what extent the company complies with that code.These corporate governance codes of co
exist in nearly all European countries on a largely voluntary basis actoldegté compl y o
principle. The principle dictates that companies either follow the recommendations of the national co
explain why they do not do so. However, the majority of corporate governance codes do not actually
0inteohadt aondt some, l i ke the Turnbull gui danc
more detailed than others in their prescriptions of how an internal control system should be structuret
how the effectiveness of internal controls can lklrefSun@pe, EU Directives, national laws and
corporate governance codes have not yet led to common principles and market practice with rega
internal control. Companies are generally free to decide what kind of internal controls framework
wouldike to adopt.

Sarbane®xley

Companies listed on a US stock exchange are subject to Section 404 ofOkieysadianfe2002

which, in response to accounting and financial scandals, requires that companies publish a stateme
the effectivenessimiernal controls over financial reporting and disclose any material weaknesses the

13
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may have identified. Directors of public companies are personally responsible for the evaluationof in
controls and the publication of their findings togethes with t company d6s Secur it
Commission (SEC) filings.

Internal control frameworks

There are a wide range of control frameworks that a company can adopt when implementing an int
control system. The most widely used, particularly irs tthee TSSO (Committee of Sponsoring
Organization at the Treadway Commission) framework, but other frameworks such as COCO, the guit
issued by the Canadian Institute of Chartered Accountants, or the Turnbull guidance in the UK can al
employed bympanies in order to comply with internal control regulations such@sl&Sarbhaes
differences between the individual frameworks are not fundamental but they may focus on diffe
aspects, such as high impact and higher likelihood riskson tthe Taseoull guidance.

The COSO framework

COSO (Committee of Sponsoring Organisations of the Treadway Commigsadin pigjanmsation

that was founded in 1985 with the objective of identifying factors that contributed to fraudulent fina
reporting. COSO is sponsored and funded by five major professional accounting associations
institutes: the American Institute of Certified Public Accountants (AICPA), the American Accour
Association (AAA), Financial Executives Internatichel IfiEEyte of Internal Auditors (l11A) and the

Il nstitute of Management Accountantsiinfegrated) . | n
Frameworkd in order to help businessesoland ot
systems. The framework defined internal control and established standards and criteria which comp
can use to evaluate their own internal control systems.The framework is based on a number of
concepts, according to which internal controbdnamderstood as a process which is affected by
people at every level of an organization and not simply a set of policies and procedures. Internal cc
can, in addition, only provide a reasonable level of assurance, rather than achieve cenagpdete assuranc
company6s management and board that its inter
to guarantee:

The effectiveness and efficiency of operations.

The reliability of financial reporting.

Compliance with applicable laws aradioegul

The safeguarding of assets.

The COSO framework structures internal control into the following interrelated components which
integrated into the management process.

= =4 -8 -

(a) Control environment
The control environment forms the basis of internay emstnoihg that internal control is embedded
into the structure and thinking of the company on both the management and staff level. The col
environment consists of elements such as established values, management philosophy, assignme
responsiliii and the leadership and guidance provided by senior management on internal control.

(b) Risk assessment
Any company faces a variety of risks to its business objectives. These risks have to be identified
evaluated to enable the efficient managesamsit ogk. As business risks are constantly changing,
internal control mechanisms need to be able to adapt and address the risks resulting from these chang
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(c) Control activities
The control activities are, according to the COSO framework, all grobeidsresdvhich help to
ensure that management Directives are carried out. They include various aspects such as the segrec
of duties, authorisations, account reconciliations, verifications, reviews of operating performance
information processtogtrols that ensure the protection of assets and the timely preparation of reliabls
financial statements.

(d) Information and communication
Business decision making relies to a large extent on internal and external information. This means
informationnd communication systems are needed to identify, process and aggregate all pertine
information on business performance and operational, financial and compliance risks. Internal co
processes must ensure that important information can be passaatlorbetffeen staff and
management, as well as between the company and external partners including customers, supp!
sharehol ders or regul ators. The capabilities
regularly.

(e) Monitoring
To maage effectively the risks faced by the company, the quality and effectiveness of internal cor
needs to be assessed on a continuous basis and, if necessary, improved. Monitoring should be part
operational business as well as a supervistyrpadtvwned by management on behalf of the board. It
is achieved through continuous monitoring and separate individual reports. The reliability of any exi
continuous monitoring systems and the complexity of the risks that a business faeethavill determ
number of additional individual evaluations and reports that are required by the management boal
assess the effectiveness of internal controls.For each component, the COSO framework prescrib
number of criteria against which companiesluoate d@leir internal contrelseiThe different
components are connected and may overlap to form a system that can react dynamically to a changin
environment. As such, the internal control system should form part of the operating business
infastructure. Internal control objectives and components are also related in the sense that all compol
have to be in place to address each individual objective.In the US the COSO framework is used not ol
public companies to comply with Sa@dnedut also by smaller private companies to establish or
evaluate existing internal control systems. While the general framework remains the same, the applic
of the principles is adapted depending on the size and nature of the company. Thela@SO framew
also strongly influenced other internal control frameworks internationally.

() Turnbull recommendations
The basic objectives of the COSO framework can also be found in the Turnbull recommendat
published in the UK in 1999. The fundamentaledsfénanthe Turnbull report focuses on high impact
and higher likelihood risks. The Turnbull report on internal control places strong emphasis on obje
setting, ri sk identification and ri sk asses
recommendations encourage directors to regularly consider the following factors:

1 The nature and extent of the risks facing the company.

1 The likelihood that these risks may materialize.

1 The types and levels of acceptable risk.

T The ¢ ompan wdeshe lkdihoddiandympdctoof idemtified risks.
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1 The costffectiveness of operating individual internal controls relative to the
benefit gained by managing the risks.

The Turnbull approach considers the understanding of business objectivgsiaral tiekaaal a
prerequisite to the design of effective internal controls. The basic idea is to understand the risks, to de
controls based on those risks and to perform tests to evaluate the controls.

The Nigerian Experience

Two codes of corpoigdgernance operate now in Nigeria. We have the code of Corporate Governanc
for Banks and Discount Houses and Guidelines for Whistle Blowing in the Nigerian Banking Industry i
by the Central Bank of Nigeria (CBN) and Code of Corporate GdvebtiariCermpanies issued by

the Securities and Exchange Commission (SEC). The Central Bank of Nigeria has supervisory
regulatory powers in its enabling legislation and may be able to adequately ensure adherence to its
Apart from the lack ofifgry powers of SEC on public companies, there is the question of resistance t
compliance with law in our environment. In addition to the -abavagshdie whole of public
enterprises like the Nigerian National Petroleum Corporationgettierptiveeparts sector and other

very important public enterprises with immense impact on our economy are not covered. If internal c
is so central to the success of organizations and Chartered Accountants are the focal point for
developmenttirer nal i zati on and wuse, why candt we mak
Companies and Allied Matters Act?

Observation
Corporate Governance as Internalization of Internal Control Concept, Processes and Procedures il
Systems of Orgatian

(A) OECD (Organization for Economic Cooperation and Development) Principles of Corpor:
Governance, and especially under the responsibilities of the Board provides as follows:

0] Board members should act on a fully informed basis, in géodueithligénce
and care and in the best interest of the company and the shareholders.
(i) The Board should fulfill certain key functions, including
(&) Reviewing and guiding corporate strategy, major plans of action, risk policy,
annual budgets and business; glatting performance objectives; monitoring
implementation and corporate performance; and overseeing major capital
expenditures, acquisitions and divestitures.
(b) Moni toring effectiveness of the <cor
changes as needed.

(c) Ensuring the integrity of the corporations accounting and financial reporting
systems, including independent audit, and that appropriate systems of contro
are in place, in particular, systems for risk management, financial and
operational control, andptiamce with the laws and relevant standards.

(B) The Securities and Exchange Commission Code of Corporate Governance for Publ
Companies set the duties of the Board of Directors-as follows:
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(i)

(ii)

Duties of the Board

The duties of the Board shall incéufigldhving:

(@)

(b)
(©)

(d)
(e)

(f)

(9)
(h)
(i)
()
(k)

()

Formulation of policies and overseeing the Management and conduct of the
business;

Formulation and management of risk management framework;

Succession planning and the appointment, training, remuneration and
replacement of bdanembers and senior management;

Overseeing the effectiveness and adequacy of internal control systems;
Overseeing the maintenance of the ¢
dissemination policy;

Performance appraisal and compeiddtoard members and senior
executives;

Ensuring effective communication with shareholders;

Ensuring the integrity of financial reports;

Ensuring that ethical standards are maintained;

Ensuring compliance with the laws of Nigeria;

Provide neexecutive directors with a conducive environment for the effective
discharge of their duties; and

Provide neexecutive directors in a timely manner adequate and
comprehensive information on all Board matters.

The Chairman’s functeimauld include the following:

(a)
(b)
()
(d)
(e)

(f)

(9)
(h)
(i)
()
(k)
()

Providing overall leadership and direction for the board and the company;
Setting the annual board plan;

Setting the agenda for board meetings in conjunction with the CEO and the
Company Secretary;,

Playing a leading rolerisuring that Board and its committees are composed

of the relevant skills, competencies and desired experience;

Ensuring that Board meetings are properly conducted and the Board is effective
and functions in a cohesive manner;

Ensuring that board membeceive accurate and clear information in a timely
manner, about the affairs of the company to enable directors take sound
decisions;

Acting as the main link between the Board and the CEO as well as advising the
CEO in the effective discharge ofibg dut

Ensuring that all directors focus on their key responsibilities and play
constructive role in the affairs of the company;

Ensuring that induction programmes are conducted for new directors and
continuing education programmes is in place toi] dire

Ensuring effective communication an
shareholders and strategic stakeholders;

Taking a lead role in the assessment, improvement and development of the
Board; and

Presiding over general meetings of shaseholde
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(i)  The Risk Management Committee:
The functions of the Committee should be guided by written terms of reference or
charter and should include the following:

(@) Review and approval of the companies risk management policy including risk
appetite and risk strategy;

(b) Review the adequacy and effectiveness of risk management and controls;

(co Oversight of management 6s rpksocess f
across the company and the adequacy of prevention, detection and reporting

mechanisms;
(d Review of the companyés compliance
requirements that may i mpact the <co

(e) Periodic revieWwahanges in the economic and business environment,
i ncluding emerging trends and ot her
profile; and

(H Review and recommend for approval of the Board risk management procedure:
and controls for new products avidese

(C) The provisions of the Corporate Governance for Banks from the Central Bank is not t
different from what we have indicated above.

(D) If the specific objectives of internal control include the following:
1  Ensuring the integrity matidbility of the financial reports
1  Ensuring compliance with applicable laws, regulations, professional rules anc
contractual obligations
1  Promoting strategic, tactical and operational efficiency and effectiveness (Hopwood, \
Young G and Lein&r2D13).

We must arrive at the inescapable conclusion that Corporate Governance is the internaliza
of internal control in the Systems of Organizations.

Voluntary Adoption of Corporate Governance Codes in Nigeria
The Nigerian society prides itself in gesistipliance to rules and regulations even when they
are laws backing compliance, for example, payment of taxes. IF the conclusion from every leal
angle is that corporate governance compl i a
capricesand if we know that its strengthening will impact positively on our economy, we should
strong and stringent regulations. Corruption is fighting back tooth and nail in Nigeria and ¢
avenue that provides us with better tools of trade should.be grabbe

The Current Coverage of Corporate Governance Codes in Nigeria
(@) For the moment, the current coverage of corporate governance codes is limited to pub
companies (SEC) and Banks and Financial Institutions (Central Bank of Nigeria). | am s
thatmost of you in this hall may have forgotten that the Nigerian Telecommunication
Limited (NITEL), the leading communications company died exactly at the time whe
international telecommunication companies were scrambling for the Nigerian market. It d
because of the abuse of internal control and governance abuses.
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(b) We came on the Board of NITEL in 2004 and we were led by the best Engineer Nigel
could find, Engr. VincentMaduka, the former-Giresstdr of Nigerian Television
Authority (NTA). Yotruly was also on the Board and we met a Contract Manager,
Messrs. Pentascope.

() Table I is the Profit Accounts for 2003 when the contract managers, Pentascope were
place and 2002 when they were yet to be employed.

NIGERIAN TELECOMMUNICATIONSIRIMITEL) -
Table |
PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER, 2003

2003 2002
NOOONG O0OO

Traffic Revenue 41,445,534 53,487,296
Deduct: Direct Costs
Outpayments (1,472,813) (1,844,852)
Other Direct Costs (15,316,635)(13,342,231)
Interconnect Charges (9,497,650 (6,096,034
Gross Profit 15,157,036 32,202,179
Other Income 1,575,487 2,847,487
Exchang&ain 462,27886,222

17,194,30135,335,888
Administrative Expresses (6,329,901)(5,114,321)
Office and General Expenses (3,205,298)(1,763,107)
Interest on Loan (128,528) (244,047)
Depreciation (8,737,822)(7,690,164)
Amortization of Carrier & Gateway Services License (12,600)
Statutory Levy (251,585) (450,962)
Other Expenses (11,440,577)4,571,624)
(Loss)/Profit on before exceptional item (12,911,410)15,026,056
Taxation (423,425) (6,468,926)
(Loss)/Profit on Ordinary Activities after Taxation (19,561,744) 8,557,130
(Loss)/Earnings per share (kobo) (18) 8

(I The loss incurred for the year was N19,561,744,000 as opposed to a profit o
N8,557,130,000 made 0220Qp to their first year of performance, the loss level in NITEL
had reached N27.12 billion. Whereas income went down about 22.5% of the 200
performance, operating costs went up about 14%.
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TABLE I
CASH POSITION HANDLED BY THE MANAGEMENT CORE RACT

01/0131/12/03 01/0131/04/04
NMoBillion NMoBillion
Opening Balance 16.34 0.11
Receipts 56.09 11.26
Treasury Bills Discounted 5.7 78.13 11.37
Payments

Treasury Bills Rediscounted

Closing Balance

Financing by Overdraft

TOTAL

()

From the period under consideration, cash available to the management contractors w
N78.13 billion. (Approximately U$566 million) out of which all was squandered, resulti
with an overdraft positiotd% billion (Approximately Uillbon). The Bureau of
Public Enterprises had estimated U$1 billion as the total investment requirement for NIT
over 3 4 years. In one year, the whole amount was available in cash.
TABLE Il
PLANNED REPAIRS, REHABILITATION AND NETWORK EXPANSION
REQUIRMENT BY THE MANAGEMENT CONTRACTORS

NOBillion

Lagos Expansion (250,000 lines 3.13

Fixed Wireless (CDMA) 1.00

Switch Upgrades/Data Read/Mediation 2.98

Mediation System 0.90

Prepaid Platform 0.60

Network Expansion 4.53

Corporate Headquarters 0.40

Financial Information System 0.12

Others 1.35

TOTAL 14.00

(IV)  If N14 billion was required incremental in investments to optimize returns for NITEL, he

(V)

come N78.13 billion was obtained in 2003 and an overdraft has to be resorted to at the €
of the year?

Contract Provisions offended Corporate Governance Framework Stipulated in Compa
and Allied Matters Act 1990

Strangely, they were allowed by a provision in the contract, to operate outside th
corporate governance framework provided under the endpéahied Matter Act
(CAMA 1990) .1t was provided in S2.9.2 o
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of NITEL and-MEL shall establish an Executive Committee for NITEL and Executive
Committee forNEL, each of which Executive Committdee dwathprised of five (5)
members, three (3) of whom shall be appointed by the contractor and two (2) of who
shall be appointed by NITEL ahHLMas the case maybe, for the purpose of
implementing and managing th-day operations and affairsIDEINand WEL

e. 0 0S2, 9, 6é. The Executive Committee
selection of provider in each case with supporting documentation and information from t
tender process. The Subject Board shall have twenty (20) businagprdegsor

reject the Executive Committee recommendations. In the event the subject Board rejec
the recommendation of the Executive Committee, it shall do so in writing, stating it
reasons for same. The matter will then be referred by the &xwniites t€ the

National Council on Privatization which shall have ten (10) business days to review tl
tender process, the recommendation of the Executive Committee and the decision tak
by the Board and rule on the matter by upholding the Exeniites cZdahe Board

decision. Usually, the management of a company under CAMA, (1990) is the responsibi
of the Board with dagay responsibility delegated to the Executive Management. The
decision of the Board is always final in such corporatecgdvemework. In the
management contract however, if the contractors did not get a favourable decision fro
the Board, they had an appellant body in the National Council on Privatization. The abo
provision whittled down the power of the Board o tle@ontractors and makes the

Board almost redundant. NITEL will be around today, offering employment, services a
contributing taxes to our coffers. Should we then wait for the death of NNPC?We shot
develop strategies to ensure a larger cofdrageode of corporate governance with
appropriate legislative to protect our patrimony.

Issues to Consider

Corporate Governance is the internalization of internal control concepts, processes ai
procedures.

Voluntary adoption of corporate govewwee in Nigeria will not provide optimal
solutions.

The current coverage of corporate governance codes in Nigeria is limited to publi
companies and banking and financial institutions excluding public enterprises and thereft
considered inadequate.

Effetive operations of corporate governance concepts, processes and procedures i
Nigeria will reduce fraud levels.

There is a dire need to develop a robust legal and regulatory framework to internalize t
concept of corporate governance to ensure effeptisaae,

Recommendations

1 A robust legal and regulatory framework should be developed and implemented to internalize

T

concepts of internal control through corporate governance codes in Nigeria.

Chartered Accountants, who are most impacted and impact on the operations of internal cor
should lead the change, develop a position paper and approach the National Assembly for
amendment of the Companies and Allied Matters Act, 1990, thevheghiskgidnas been
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shown, contains several Sections dealing with powers of the Board of Directors, Financ
Statements and Audit.

1 A communication and related strategies developed to progress the matter should be couche:
terms of aatorruption to tie with the mantra of the current administration to encourage the
successful coverage of public enterprisesianayl@gvernment.

1 Emphasis for the project should be placed on the general beneficial effect to the economy
organizations are managidesftly and effectively and there is a legal and regulatory framework
to ensure that they are so managed.

Conclusion

Dear colleagues, as you continue informed academic deliberations on the important formidable sul
matter of the contemporary issusscounting, finance and corporate governance, the little matter of a
robust legal and regulatory framework for the implementation of corporate governance codes in Ni
should not be lost on your crowded tables. If it makes for efficien@nasd effeaganizations and

public enterprises and protects their assets, it must be good for the Nigerian economy.

God bless and wishing you fruitful deliberations.
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Abstract

The decision usefulness of financial statements depends on their ability to satisfy the fundamental
enhancing qualitative characteristics of relevance, faithful representation, neutrality, understandal
completeness, reliability and timelindses.rdlevant, financial statements should provide financial and
nonrfinancial information needed by providers of all variants of capital to make decisions. From var
literature, the current financial statements satisfy only the informatiomcie¢dsmfdirnmoviders

hence a need for a review of the existing practices to find out how the stakeholders information need
be met beyond financial performance which is the thrust of this paper-pUsirfgdioeregearch

design of reviewirgdated secondary data in some published reports and validating revealed practice
with a survey, this study found that few entities that voluntarily-finseiosed mdormation enhanced

their legitimacy and acceptability by their host commauaities.ii&lusion offinancial information

in financial statements is not mandatory in Nigeria, the attribute of relevance is impaired calling to qus
their completeness, neutrality, credibility and decision usefulness. This studgwuppgrta the vi
interdependent environment of business, value is created by all capitals. Pursuant to this, the rest
financi al reports should reflect all stakehol
justify their resourc@el®ence. The study therefore recommends the mandatory adoption of Integrate
Report which will contain all financial dm@noial reports.

Keywordmtegrated Report, Mloancial Information, Relevance, Resource Dependence, Variants of
Capital.

Introduction

The nature and purpose of financial reporting are conventionally defined by law and standards.In Ni
Sections 334 (1) and 335 of the Companies and Allied Matters Act (CAMA), LFN 2004(as amended
Section 8(1) of the Financial RepSdingil of Nigeria (FRCN) Act no. 6, 2011 respectively require
boards of directors of all listed entities to prepare audited financial statements in line with applic
standards, as part of their stewardship reports, which would be presentddrsoashaneial

General Meeting.

Also, as part of the listing conditions on the Nigerian Stock Exchange, Section 60 of the Investmen
Securities Act (ISA), 2007 requires intending companies to file with the Securities and Excha
Commission, on pedaat annual basis, audited financial statements. The goal of the requirements is t

23


mailto:irakintoye@yahoo.com
mailto:akintoyer@babcock.edu.ng

sustain investorso6 confidence in such reports
investible funds.

The 2011 joint Conceptual FrameworkryaFiAccounting Standards Board (FASB) and International
Accounting Standards Board (IASB) states that such financial statements shouldsatisfy some fundan
and enhancing characteristics to be regarded as true and fair. These charactesisties are relev
presentational faithfulness, neutrality, comparability, verifiability, completeness, timeliness :
understandability. Financial statements prepared in conformity with these benchmarks will elicit
confidence of a broad spectrum of users, rea@siogs and other users and provide them with
predictive and confirmatory financial information (IASB, 2011; McDaniel, Martin and Maines, 2002; an
Beest, Braam and Boelens, 2009). Increased confidence in these high quality financial statements
expected to positively impact the cost of capital and stimulate more investment activities in the econon

The thrust of the general purpose financial statements is to provide information on the financial positio
financial performance of an enttyn@r, Faramarzi & Hoogendoorn, 2014; IASB, 2011). A review of any
corporate entityods published financi al staten
sharehol dersd funds during t he gopleof theohbardiig C OV
maxi mi zation of sharehol dersé6 wealth reflecte
are skewed in favour of financial capital providers creating the false and misleading impression
organisations only openatie financial capital.

The world of business is changing very rapidly and so are the value creating activities of corporate er
As a result, the resources that an entity uses are now much more than its internal resources. To fi
resource gaghe entity needs to obtain additional resources from the society. As the entity engages
value creation, the nature and quantum of variants of capital employed may be increased, decree
transformed or completely used up {International Integtatgd_Repoi (IIRC), 2013}. For instance,
during the process of value creation, wasting natural capital may be used up and the ecosystem deg
at great cost to society. |l f the soci efoy shar
it to desire to share in the resultant benef|
should acknowledge the connectivity between the internal and external factors as it strives to create
(Busco, Frigo, Quattrone andliiog 2014). Given these dynamics and resource interdependence
between the entity and its environment, corporate reporting should also change to meet the needs
wider stakeholder audience by providing financiafiaadcrarinformation (Bhadih7;2Hertgers,

2016).

Globally, there is a dearth of resources as the population of the world, according to UNFPA (2017
expected to hit the 8.5billion mark in 2030. It was 7.5 billion in 2017. This grim situation is compound
high rate of defai@son, climate change and global warming caused in the main by the productive
activities of organizations for which they take little or no responsibility. Preserving the earth and its ca
to sustain human lives has assumed the front burner iethe Udiat i onds devel opme.
the launch of the Sustainable Development Programmes.

Prior to this launch, there have been several initiatives by various governments, as a collective, to ad
this challengéhe Rio Declaration (1992), the Kyoto Protocol (1997), Millennium Summit (2000) and t
Johannesburg World Summit (2002). 1th202@30 Agenda for Sustainable Development and its 17

Sustainable Development Goals (SDGs) were agreed at the New York Summit. The common strau
most of these summits is the need to create awareness on how the activities of organizations im
everyae and everything and the need to take urgent measures not only to get organisations to pay for
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abate their externalities but also to save the earth.As aggressive efforts were on to create the de:
awareness about the need for organisations 98 thedproblem of environmental degradation, it
became expedient that nations should go beyond the numbers in financial reports of corporate entitie
push for a reporting framework that will provide relevana@sideaihformation on how cagans

are managed, how they do business, their governance and values.

In most jurisdictions, organisations create value through the interrelationships and interactions bet
various capitals. Natural or environmental capital, manufacturetlezapébtapttal, human capital

and social and relationship capital collectively play crucial roles in value creation by business en
(ICAEW, 2012; lIIRC, 2013). Theettection of the contributions of these other capitals in the financial
statemes creates a problem of information expectation gap between the corporate entities and tf
stakeholders.

In Nigeria, financial statements prepared by listed entities are general purpose financial reporting v
contain only financial information KS88doof CAMA, 2004). Although this practice complies with
standards and regulations, stakeholders now desianamninformation beyond just financial
performance. Stakeholders of an entity that operates in the Niger Delta, for instaook, cannot rely
financial information to determine its performance and sustainabilfinaridial mafiormation
contained in environmental and sustainability reports prepared by such an entity, may be crucial t
legitimacy and acceptance by the coni@wnigbi, 2009).

In response, the FRCN made the preparation and inclusion of corporate governance report in stewar
report of boards mandatory (FRCN Act, 2011). However, this requirement deals only with how
organisation is directed and contofied| e no menti on is made of t hi
the environment. Nimancial information is as relevant to the process of decision making as financie
information because such information often provide insight into busieiss goeadegance, risk,
opportunities as well as possible future sustainability of the company(lIRC, 2013).

In the context of financial reporting, relevance can be explained in terms of its impact on decision mze
Information is relevant if its anigylabll alter the decision of a user of financial statements. Such material
information should necessarily include financiaffiaadai@ninformation to be complete. Citing IASB
(2011), Mackenzie, Coetsee, Njikizana, Chamboko and Colva$ (20dh s.E8r ved t hat ,
information should be relevant to the dwmakiog needs of users. Information has the quality of
relevance when it influences the economic decisions of users by helping them evaluate past, prese
future eventsor€éonr mi ng or correcting their past evalu

Since accounting numbers in financial statements prepared in Nigeria do not reflect, and are not des
to capture, the level of degradation of the environment caused by productive adinatmeal the non

i nformation needs of stakehol der s are not S i
objective,espoused by neoclassical economists over the years, diminishes the decision usefulnes
financial statements to other stakeholders orspobvatber capitals in Nigeria. Therefore, it is
Abecoming increasingly |l ess fit for the purpc
wants to provide solution, is how to satisfy the desire of stakeholders in-filigecaifdormation

as this can influence their (i.e., stakeholders) decision to invest or divest from an entity, patronise or b
its products, grant or deny it trade and long term credits, supply or deny it access to crucial raw mate
The objectivetbis study therefore is to determine how to satisfy the desire by stakeholders in Nigeria
nonfinancial information by leveraging integrated reporting as a corporate reporting framework wl
encompasses financial andinancial information.

25



Theaprioriexpectation of the study is that respondents will have a negative perception of IFRS bas
financial statements and support the proposition -théltzsivall concise and condense Integrated
Report which contains both financial afimtanoiihformation should be introduced. This will bring to

the fore the urgent need for standard setters, regulators and policy makers to revisit the subsisting
Conceptual Framework, the thrust, content and structure of its financial statemesytsaseich that th
consolidated with otherfimancial reports, existing in various silos, to form an integrated report. The
envisaged integrated report will satisfy the relevance and faithful presentation qualitative characterist
financial statements as wedl i mpr ove their of ferings and va
theory.It will also demand mandatory disclosures of all relevant information that can influence the ecol
decisions of all capital providers.

The remaining part of this stusBgimented into four sections. The first section reviews the literature
while the second contains the methodology. The third section discusses the findings while the last se
contains the summary, conclusions and recommendations.

LiteratureReview
Thissection provides a conceptual review of the various key concepts as well as a discussion of
theories underpinning this study.

Conceptual review

Stakeholder information needs

According to I 1RC(2013, p . 3 3 ) that cansréasokabl\h el d e r
expected to be significantlyaffected by an or
actions canreasonably be expected to significantly affect the ability of the organization to create \
overt i noldérs magihciudegitoviders of financial capital, employees, customers,suppliers, tra
creditors, business partners, local communities, NGOs, environmental groups, legislators,regula
providers of other capitals and-pai@rs. Thus, stakeholdezsdiverse and their information needs

are as diverse as their composition.

The current reporting framework cannot provide all the information required by stakeholders which c:
classified into two parts: financial afidaramal information. The general purpose financial statements,
which are stewardship reports of pardmhgiary capacity, provide financial information on the assets,
liabilities and changes in the stock of wealth of the owners of the business, the shareholders.In line
morality, regulation, standard and law, members of the board of dirdsi@seasagieed to submit

these stewardship reports in the form of financial statements to their principals, at least once a year,
annuall gener al meeting. Thus, the stakehol de
satisfied.

However, there is little or no framework for the providinarafimanformation in financial statements.
Beyond the mandatory inclusion of corporate governance report, such financial statements do not cc
nonfinancial information on how ttnatias of the entities have impacted the environment or the
contributions of other variants of capital to the value creating process of the entity. In addition, the\
largely backward looking instead of offeringldokiveydnformation aboutegtyatperformance and

risk (Busco et al 2013). Stakeholders, including those in Nigeria, require both fHiaao@bbnd non
information to make optimum investment decisions. They desire to know how their entities are man:
their business modek negnagement strategy and how values will be created in the short, medium an
long term.
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Financial Performance

The neoclassical economists view on the goal of business is profit maximisation and therefore,
reasoned that the prime duty of board smysndstrive to maximize the wealth of shareholders who are
the providers of financial capital.Pursuant to this, the board is empowered to borrow, acquire and
resources as they consider fit in the overall interest of the enterprise.Rasahalittheegesultant

financial statements to be prepared by the board should reflect what it achieved within a given time
usually a year. Thus, Financial statements, according to International Accounting Standards Comn
Foundation (2010, p.A29, ar e fda structured representation
entityo. As evidence of financi al perf or mance
which stakeholders can hold directors to account.

The financiglerformance of an entity can be discerned from its level of profitability, liquidity, solvenc
gearing, earnings per share and financial efficiency ratios of return on equity, asset turnover and retu

assets. When these performance indicatorsuaredawd e, t he enti tyods shar e
dividends and its share prices will increase. These information, which can be computed from ger
purpose financial statements, enable .the ent.i

Integrated Reporting

As conceptualized and driven by the International Integrated Reporting Committee (IIRC), Integr
Reporting, is to bring together material information, incliclmgialomformation, about an
organi zat i on &s, pesfarmaace angl yrospegt® im a way dhat reflects the commercial,
social and environmental context within which it operates(IIRC, 2013). According to IFAC(2017) as cit
Bhasin (2017, pl8), Ai nt egr at ereporting gystem{ fulfiligg i s
the need for single report that provides a fu

The drive for integrated reports is to fill the gap in the subsisting financial reporting framework which
greater, and near absolute, premium on meeting the information needs of financial capital providers.:
accounting numbers in financial statements prepared in Nigeria do not reflect, and are not designe
capture, the level of degradation of theneewircaused by productive activities, thieanoial
information needs of stakeholders are not satisfied. While these financial information are key to inves
decision, stakeholders also neefinaanial information to make optimal investmiems décs

instance, what are the contributions of environmental and human capitals to the values created by
entity? Although their contributions are largely and often positive, they are not reflected in the numb
the financial statements. Stédkaisowho desire Horancial information are unwittingly denied access

to material information which will enhance their decision making processes. In addition to providing
financial information, integrated reporting will provide a clear argressciaBon of how an
organization demonstrates stewardship and how it creates and sustains value in the 21st century the
meeting the growing information needs of its diverse stakeholders.

27



FINANCIAL
STATEMENTS

CORPORATE
GOVERNANCE

REREPORT

INTEGRATED
REPORT

CORPORATE SOCIAL

RESPONSIBILITY REPORT

DIRECTORS' REPORT

Figurel: components of Integr&eport
Source: Researchers, 2018

In Nigeria, some entities (e.g., Zenith Bank PLC and Lafarge Africa PLC) voluntarily prepare environm
social and sustainability reports in separate documents in an effort to address thdinguseaisfied non
infomation needs of stakeholders. How to make this individual corporate practice a national norm is
thrust of Integrated Reporting which is an initiative driven by critical thinking. It is about the short, me
and long term future of the entitylVieman organization critically looking at the relationships between
its six capitals, the introduction of a business model that will lead to value creation over time (Busco
2013, p.36; IIRC, 2013, p.2).

Bringing integrated thinking into the usienedses are done is the strategy for driving business
sustainability and integrated reporting and this will lead to more value creation and benefits. Accordi
Shepherd (2017) as cited by Bhasin theeddsof, p. 2
external stakeholders, the needs for better internal decision making can be significantly improved thi
utilizing the six capitals approach. o6 Thus, t
capital approach thgimarts the provision offineancial information is adopted.
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Theoretical 8view

The theories which underlie this study can be classified into two. The first set of theories explain
problem of information asymmetry and conflicts of interests between the principals and Agents who
hired to manage the entities for them. Thetseaageaequired by law and standard to prepare and
present stewardship reports in the form of financials statements,which meet the fundamental qualit
characteristics of relevance and faithful representation,to their principals. These theories are
Sharehol dersd Theory, Stakehol dersd Theory, I
Theory and Inspired Confidence Theory. The second set of theories deal with the issue of reso
utilisation by entities which create challengeddareepvironment in the form of externalities and
degradation. These include the Theory of the Tragedy of the Commons, Legitimacy theory, Sustain:
theory and Resource Dependency theory.

For the purpose of this study, the resource dependeniseatwued for several reasons. The
resources that entities use are often beyond its internal resources. They depend on the exte
environment for additional resources. For instance, out of the six capitals with which an entity cre
values (i.e.nfincial capital, manufactured capital, natural capital, intellectual capital, human capital, so
and relationship capitals), only two (i.e., financial capital, manufactured capital) are somewhat interna
The other four capitals are externattedolSecondly, manystakeholders, who are not equity holders,
are affected directly or indirectly by the activities of the entity: employees, trade unions, the governr
regulatory bodies and members of the public. The interests of these pabpledassborrdacbe part

of the business model of the entity. Thirdly, the economic activities of the entity creates externalities \
have negative i mpact on the society and the ¢
costofdoingdi ness, the entity wil/l prosper at the ¢

Developed by Pfeffer and Salancik, (1978), the Resource Dependence Theoryholds that there e
interdependencies between entities and their environments which aintig® fondeg continued
existence of the entities. For instance, the resources utilised by businesses are external to them: the
materials, the labour, financial credits, the market for finished products and the network of distributor
all from dside the entity. These could cease to flow into the entities. Above all, the right to corpor:
existence was conferred by a regulatory body outside the entity and can be withdrawn; and even
brand names are a product of public perception adubtsr for essence, the environment, based on
trust, permits the entity to utilize its resources for value creation. Since there exists a lot of uncertal
about the external environment, an entity should adopt proactive strategies to erityuoé itise continu
business. One such strategy is stakeholder engagement.Managers of corporate entities should
accountable to such resource providers as a minimum condition for continued business relation (|
2010).

Given that business entities owe th@iuedrexistence to outside stakeholders, therefore, they should
endeavour to build social and economic relations with them. Resource dependence theory simply rec
that the source of existence be well managed and catered for to sustain tbetignstyoultie

actively engage and recompense the external stakeholders with physical infrastructure and other be
that will impact their welfare and also preserve their natural environment.

To continue to enjoy societal acceptability and justify its legitimacy, the entity is required to volun
report how its activities affect the people and environment where it obtains its being and what it has dc
mitigate the negative impact. f8edbhack and acceptance by the people will confer more legitimacy on
the entity (Owol abi, 2009). According to Such
assumption that the actions of an entity are desirable, proper or ajimopoate wocially
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constructed system of nor ms, val ues, belief a
voluntarily, this might lead to a legitimacy gap. This is the gap indicating a discrepancy betweer
or gani s at iwhatthe soaetytexpects sfit.a n d

Il n essence, the pursuit of profit shoul d not

welfare and care for the environment. Every corporate entity should rightly bear the cost of its activitie
as it enjoys the benefits of success. They should mandatorily contribute to the restoration of
environment in the interest of present and future generation. This is the focus of sustainability whi
defined as ndevel op mepresentwithout dompnoeisirigghe abhitg of futere d s
generation to meet their own needs (Brundtl an

In conclusion, the point should be made, from the above theoretical review, that the current fina
reporting architecture in Nigeria dbesake the preparation and presentation of sbnamciah
information (e.g., environmental and sustainability reports) to be mandatorily included in anr
stewardship reports notwithstanding the fact that they depend on the environmantést their reso
Stakeholders in the environment can react neg
the nosamandatory inclusion offir@ncial information in financial statements in Nigeria, may significantly
impair the attribute of relevasceone of the fundamental qualitative characteristics of financial
statements. As observed by Van Beest, Braam and Boelens (2009, p.4), financial reporting quality s
be perceived as a fAbroader c ontasetddistldswads, amdot o

othernohi nanci al information wuseful f disclosdreafi si on
nonfinancial information, which he termegatopoatary information, may actually leaebptiraab
allocation of ®aur c e s and decline in the price of tr

information should go beyond historical to include scientific projections for the future and their pos
impact on everybody and everything. Entities should producepbuswidssll its offerings such that
stakeholders are substantially satisfied.

Methodology

This study was carried out with primary data obtained through survey design that was tested for reli:
and content validity. The population for theastanayde up of professional accountants who are the
experts trained to prepare financial statements as well as provide assurance and financial advi
services. A sample of professional accountants was selected using convenience and purposive sarr
techniques. The study also used secondary information drawn from various publications including jot
articles, periodicals, standard setterso6 tech

The Institute of Chartered Accountants iaf (NigdX) operates a committee system in its governance
structure and each year, members are selected into the various committees, e.g., Strategy Comm
Technical, Research and Public Policy Committee and Professional Practice Monitorirtg Committee.
the number and membership of such committees
governing Council.During the 2017/2018 Presidential year, the Institute had35Standing Committees w
average membership strength of 40.

Thus, a sartgof two committees was randomly selected from a population of 35 standing committees
the Institute. These are the 2018 Annual Conference Transition Committee, the Work Group on Confe
Theme and Topics as well as selected ICAN staff (whofassiafiapraccountants) who provide
secretarial support to the two committees. This sample had a total membership strength of 100 profes
accountants comprising fellows and associates members.Prior to its administration, copies of
guestionnarewe peer reviewed by the researcheroés col
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for content and construct validity. A face to face construct and content validity was also done with an e
in this area.The results obtained from the adnuuissticathaire was analysed and further validated
with eypost facto information drawn from various publications including journal articles, periodice
standard setterso technical pronouncenogisnt s, t
of some listed entities.

The Survey Instrument

The survey design instrument, the questionnaire, had two parts. The first part contained five ques
which were designed tdemogrdpticadata ontgéneer, highestpacadame n t
guwlification, years of pstdemic qualification, professional qualification and role in the financial
reporting processes. The second part raised a set of four questions each on the five objectives of the :
There were no opamded questions while tikert Scale ob (with Strongly Agree being 6 and
Strongly Disagree being 1) was adopted to facilitate responses.

During the meetings of the selected committees, copies of thesdgsignéd|Zstionnaire which
consists of 25 clemeded questis were administered. Out of the 100 copies of the questionnaires
administered, sevesityht copies were completed and returned by respondents. This is a response rat
of 78%. There were no rejected responses as all were valid and fit for puqusseesponses

were inputted and analysed with the SPSS.

SocieDemographics

Although all respondents were professional accountants, their roles in financial reporting vary: 44.9%
auditors/assurance providers, 15.4% were preparers of finan8@aBfépedse users of financial
reports, 1.3% were regulators,2.6% were others(see Table 1).The increasing involvement of femal
professional accountancy and financial reporting was underscored by the fact that of the respor
received, 28.2% were femahile males were 71.8%. In the context of the sample used, some of the
professional accountants had additional qualifications. This explains why 9% (i.e. others, 6.4%
CIBN/CII/CIPM, 2.6%) was cumulatively reflected in other qualificatiotne whefessonal
accountants who were either associates or fellows of various professional accountancy bodies were
(39.7% + 51.3%).

Table 1: Data Extracted from SPSS analysis of responses

FREQUENCY | PERCENTAGE | VALID CUMULATIVE
PERCENTAGE | PERCENTAGE

MALE 56 71.8 71.8 71.8

FEMALE 22 28.2 28.2 100.0

TOTAL 78 100.0 100.0

ACAJ/ACCA/CPA 31 39.7 39.7 39.7
FCA/ECCA 40 51.3 51.3 91.0
CIBN/CIl/ICIPM 2 2.6 2.6 93.6
OTHERS 5 6.4 6.4 100

TOTAL 78 100.0 100.0

PREPARERS 12 15.4 15.4 15.4
AUDITORS/ASSURANROVIDERS 35 44.9 44.9 60.3
REGULATORS 1 1.3 1.3 61.5
USERS 28 35.9 35.9 97.4
OTHERS(e.g., teachers) 2 2.6 2.6 100.0

TOTAL 78 100.0 100.0
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Test of Reliability

The total responses to the 25 questionswere 78. These responseswere tested for reliability and set a
the globally accepted Cronbachés Al pha. The
minimum benchmark of 0.70 for research stdatiegheoreliability of the results.

Reliability Statistics

I[Cronbach's [N of Items
Alpha

749 25

Data analysis and discussion of results
Objective 1: To deter mi ne user s-gomgiat fmag@al i on
statements.

Table 2: Users perception of IFRS financial Statements

OBJECTIVE 1 SA A PA PD D SD MEAN | Std. D

Proposition 1.1: Generally,féR&d Financial Statements g 45 10 21 2 5.26 .946
investors to make investment decisions.
(57.7) | (12.8) | (26.9) | (2.6)

Proposition 1.2: IFRSed financial statements are desig:l 8 17 13 27 13 3.58 1.525
line with the conceptual framework, to meet only the i

needs of financial capital providers (10.3) | (21.8) | (16.7) | (34.6) (16.7)

Proposition 1.85RSbased financial statements do not p| 6 3 32 28 4 5 3.46 1.136

nonfinancial information required by some stakeholders.
(7.7) | (3.8) | (41.0) | (35.9) | (5.1) | (6.4)

Proposition 1.4: Neinancial information are as releva] 60 5 12 1 5.59 797
financial informatiosiha k ehol der sé dec
(76.9) | (6.4) (15.4) | (1.3)

Sourcefield sidy, 2018

The purpose of this objective was to deter mirt
IFRScompliant financial statements which are currently in use in Nigeria. In Table 2, the mean val
indicate, on the average, the perception mieatpon each of the propositions.With a mean score of
5.6 on proposition 1.1, the 57.7% of respondents strongly agredrhdbdt fir&ial statements

assist investors to make investment decisions. However, the respondents, on the average (3.58 n
score) agreed on proposition 1.2 that the current financial statements meet only the information nee
financial capital providers. On a mean score of 3.46 on proposition 1.3, the respondents agreed that |
based financial reports which are preparedt he basi s of | ASB6s conc
FRCN, do not provide-fimemncial information required by some stakeholders. With a mean score of 5.5¢
on proposition 1.4, 77.0% of respondents strongly agreed that both findimeiatiahébnoation

are relevant to the decision making processes of stakeholders in Nigeria. In summary, the responc
strongly agreed that Bl@Sed financial statements meet only the information needs of financial capita
providers in spite of the fact treatcfal and nbni nanci al i nformation ar e
decision making processes.
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Objective 2: To determine if the Values created by Capitals, other than financial capital, are reflected
IFRSbased Financial Statements.

This objective sought to determine if the values created by capitals, other than financial capital,
reflected in the IFB&sed financial statements. To achieve this objective four questions were asked.

Table 3: Reflection of Values created biyaddl irapinancial Statement

OBJECTIVE 2 SA A PA PD D SD MEAN | Std.D

Proposition 2.1: All capitals (i.e., financial, intellectua| 52 9 15 2 5.42 .890
environmental, social and relationship and manu| (66.7) (11.5) (19.2) (2.6)
contribute towards an ent

Proposition 2.2: The values created by other capit{ 22 11 28 4 9 4 4.27 1.483
intellectual capital, human capital, environmental capity (28.2) (14.1) (35.9) (5.1) (11.5) | (5.1)
reflected in accounting numbers in financial statements.

Proposition 2.3: IFBed financial statements are desig| 24 14 24 10 6 4.51 1.266
show the impact of the b{(30.8) (17.9) (30.8) (12.8) 7.7)
entrusted to them for management.

Proposition 2.4: Without includingnanaial information| 3 2 4 14 16 39 4.99 1.324
financial statements, the information needs of | (3.8) (2.6) (5.1) (17.9) (20.5) | (50.0)
stakeholders will not be satisfied.

Sourcefield sidy, 2018

On proposition 2.1 and a mean score of 5.42 as indicated in Table 3, respondents strongly agreed tf
the six capitals add to the value created by corporate entities over time. On proposition 2.2 and a r
score of 4.27, respondents agnaeduch values were not reflected in the financial statements of such
entities. On proposition 2.3 and a mean score of 4.51, most respondents strongly agreed the subsi
|l FRS financi al statements ar e danshe fipnaneia capital s h o
entrusted to them for management by their principals, the shareholders. This is in tandem with the thr
the sharehol ders6 theory. On proposition 2.4,
inclusion of ndinancial information in financial statements implies that the information needs o
stakeholders in Nigeria will not be satisfied. As noted abovdinsmmialrinformation (e.g., CSR and
Corporate Governance reports) are produced in separate dodepsmsnt of the financial
statements, which the stakeholders can access. Given that 35.9% of the entire respondents are use
financial statements and 11.5%(i.e., 3.8+2.6+5.1) agreed that the information needs of stakeholders a
met, it is reasable to surmise that there exists a material expectation gap in the provision of informat
by corporate entities to their stakeholders in Nigeria.

Objective 3: To determine if the preparation of corporate social responsibility report should be n
canpulsory for all listed companies in Nigeria

The objective was to determine if the preparation of corporate social responsibility report by corp
entities should be mandatory. Disclosure of CSR is currently voluntary.

Table 4: Mandatory Preparat©8RReport by listed entities

OBJECTIVE 3 SA A PA PD D SD MEAN | Std. D
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Proposition 3.1: The preparation and presentation of| 2 9 4 31 32 2.54 1.483
social responsibility report should not be made comg
listed entities. (26) | (115) | (5.1) | (39.7) (41.0)
Proposition 3.2: IFB&ed financial statements do| 7 7 12 14 22 16 4.09 1.564
provide information on f{
the environment and other capitals. (9.0) | (9.0) |(15.4) | (17.9) | (28.2) | (20.5)
PropositioB.3: Only successful companies engage | 13 19 19 10 11 6 3.94 1.523
voluntarily disclose their corporate social resp
activities. (16.7) | (24.4) | (24.4) | (12.8) | (14.1) | (7.7)
Proposition 3.4: Entities that producedfiRisant financ| 13 33 13 13 1 5 4.37 1.330
statements include only disclosures that are mandatc

(16.7) | (42.3) | (16.7) | (16.7) | (1.3) (6.4)

Sourcefield tudy, 2018

As indicated in Table 4, the mean score of 2.54 in proposition 3.1 reflects that responiténts disagreec
the proposition that CSR should not be made compulsory. From the responses received a total of 63
PD=31, SD=32) respondents share this view. In other words, they strongly agreed to the propositior
the preparation of CSR report shouldhpelsary for listed entities.To reinforce this reasoning and a
mean score of 4.09, most respondents agreed to proposition daghdtfik&gials do not provide
information on the i mpact of a conmpmeayst@e act i
of 3.94, the respondents agreed to proposition 3.3 that only successful companies voluntarily disclose
CSR activities in their financial statements. On proposition 3.4, respondents agreed, with a mean s
4.37, that entities whiadddpce IFRS compliant financial statements only include mandatory disclosures
Based on these responses, it can be surmised that respondents strongly agreed that CSR disclo
should be made compulsory in annual reports of listed entities.

Objective 4: Tetermine if the preparation of sustainability report should be made mandatory for all list
companies in Nigeria.

This objective sought to find out from respondents if the preparation of sustainability reports shoul
made mandatory in Nigeria. lih 8diica and Britain, this is a mandatory requirement.

Table 5: Mandatory Preparation of Sustainability Report by listed entities.
PD_[D

OBJECTIVE 4 SA A PA SD | MEAN | Std. D
Proposition 4.1: Sustainability issues are integrg 51 6 19 2 5.31 1.108
business planningisk management and sun\ (65.4) | (7.7) | (24.4) (2.6)

strategies for listed entities

Proposition 4.2: An entity involved in corporat| 25 7 32 9 3 2 2.54 1.296

responsibility activities does not need to| (32.1) | (9.0) | (41.0)| (11.5) | (3.8) | (2.6)
Sustainability Approach to business.

Proposition 4.3: Sustainability reporting will|] 39 9 26 2 2 5.01 1.168
corporate entities to take full responsibilities { (50.0) | (11.5) | (33.3) | (2.6) | (2.6)
externalities and also care for other capitals

Proposition 4.4: Sustainability reporting will ern 40 16 21 1 5.22 .892
mor e stakehol der so en((51.3)| (20.5) | (26.9)| (1.3)
legitimacy and better financial performance

Sourcefield tudy, 2018

On proposition 4.1 as indicated in Table 5, most respondents strongly agreed that sustainability issue
integral part of business planning, risk management and survival strategies. On proposition
respondents on the average and a mean scondidl$4bgeeed that once an entity is involved in CSR
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activities, it should no longer adopt a sustainability approach to business. However, on a mean sco
5.01 in proposition 4.3, 61.5% (50.0+ 11.5) of respondents strongly agreed that the adoption c
sustainability approach would make corporate entities to take full responsibilities for their externalitie:
also care for other capitals. On proposition 4.4, most respondents strongly agreedthat sustainabilit
promote greater stakeholders engagand also enhance the legitimacy and financial performance of
entities involved in it. This agrees with the literature (Bhasin, 2017; Fauzi, 2014 and Owolabi, 2009).

In summary, there is no contradiction in the responses. An entity that srategiballyroaronment

through various CSR activities is unwittingly engaged in sustainability approach to business. After al
focus of both initiatives is to build legitimacy and goodwill such that the entity continues in business |
short, medm and long terms. However, cosmetic CSR will not achieve sustainability of the entity.

Objective 5: To determine if the preparation of integrated reports should be made mandatory for all
entities in Nigeria

This objective sought to establisrewimdtiyrated report should be made mandatory in Nigeria as it is in
South Africa since it contains both financial-fimahnoiah information desired by stakeholders in the
country.

Table 6: Mandatory Preparation of Integrated Reporenhtidsted

OBJECTIVE 5 SA A PA PD | D SD | MEAN | Std.D
Proposition 1: The Integrated Reporting Framework 42 13 22 1 5.22 .949
financial and nénancial information required by Ni| (53.8) | (16.7) | (28.2) (1.3)

stakeholders

Proposition 2: Thee need for boards of director 47 15 15 1 5.37 .884
continuously think of the big picture (integrated | (60.3) | (19.2) | (19.2) 1.3)

when selecting their or

Proposition 3: Since it imellisive, Integrated repuwiill| 52 10 16 5.46 .817

promote greater confidence in accounting numbers, (66.7) | (12.8) | (20.5)
stakeholders and reduce cost of capital

Proposition 4: Integrated report will satisfy the fun| 47 9 21 1 531 916
qualitative characteristics of relevame faithfy (60.3) | (11.5) | (26.9) | (1.3)
representation.

Sourcefield sudy, 2018

From Table 6, the mean values indicate the opinions of respondents on the 4 propositions on the ave
Since the mean values to the 4 propositions are above 5, it shows that the respondents strongly ac
with the various propositions. In summary, seaatade that integrated report will meet the financial
and noffinancial needs of Nigeria stakeholders. It will also encourage board members to continually tl
of the big picture if they are desirous of creating value in the short, medivm &hdrkfngetethe
mandatory adoption of an allc | usi ve i ntegrated report wi ||
accounting numbers in financial statements as well as positively impact the cost of capital and fina
performance. If this happens,infeemation needs of stakeholders in Nigeria beyond financial
performance will be satisfied.

Limitation of Study

The administration of questionnaires is often a problem in our environment where people are relucts
complete the survey instrumentséarch purpose due in part to lack of motivation (Adamu, Sabi and
Bawa, 2014) and also because of the cognitive burden it puts on them( Bowling, 2005; Lee, 200¢
address this challenge, its questions weendbxsand simple for respondents to.answer
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Conclusions

The main objective of this study was to determine how to meet the information needs of Nig
stakeholders beyond financial performance by making it mandatory for listed entities to adopt integ
reporting as the reporting framework. IntegratesdaRefeimed as animtlusive stewardship report

which embodies both financial adthancial information required by stakeholders in Nigeria. Based on
a survey design the perception of stakeholders, particularly professional accountagtsnivho play diff
roles in the financial reporting processes, was sought. The responses from77% of the respondents
proposition 1.4 of Table 2) affirm that financiaHarahceiahinformation are both important in the
decision making process of stakeholt®rsal3o agreed as indicated propositidné iB.Zable 3,

that the current IFB&ed financial statements provide only financial information required by providers
financial capital implying thatthey do not satisfy the fundamental quagtaiie ahaleavance. In

their opinion, the values created by other factors, although invaluable, are not reflected in the cu
financial statements.

For instance, many corporate entities have priceless intangible assets through whick they create valt
these assets are not captured in their statement of financial position. Management skills, intelle
property, good reputation built over the years by generations of employees and customers, etc.,
invaluable. They count and influence investtnetier decisions but are not catered for by the current
framework of financial reporting. In view of this, the subsisting business modekenget=tede re

to meet the expectations of all stakeholders.

As indicated in Table 5 and propositidi.8% of the respondents (i.e., 51.3+ 20.5)strongly agreed, as
established by literature, that organisations thatpractice sustainability reporting will encourage r
stakehol der sd6 engage mdimanhcialanfodnatioro Thiylsd leverpge thé s c | o
associated benefits of improved public perception and goodwill, enhanced legitimacy, reduced co
capital and improved financial performance. The study also observed that some organisations volur
prepare some form of-im@acial information reports as part of the strategy to fill the information
expectation gap between them and their stakeholders. Given this situation, the respondents agreec
these reports should be consolidated into one document both to address thafidaadial
information and also fulfil the attributes of relevance and faithful representation.

The study therefore recommends that the regulators and standard setters should commence a proces
will lead to the adoption of Integrated Regatimgew framework for corporate reporting in Nigeria as

it is done in South Africa. The society will be the better for it as it encompasses new business mode
focuses on value creation in the short, medium and long run. It will persuadenakel itndeed
mandatory for corporate entities to take full responsibilities for the externalities they create du
production processes. Except the environment is saved in this manner through total absorptior
externalities and adoption of sustaiivabdiiyes and reporting, future generations may be deprived of
their fair share of natural endowments. This is the thrust of sustainable development which focuse
people, the society and the environment.

The recommended processes should includeryegdnges, investment in institutional and human
capacity building in preparation for the impending change. The professional accountancy bodies ne
also review their training curricula as well as organize continuing professional education trair
programme on Integrated Reporting for existing members. Lastly, a lot of sensitization needs to be do
regulators and the Stock Exchange for all stakeholders. It is no longer a question of whether IFRS w
absorbed by integrated reporting, but when
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Abstract

This work examined the relationship between convergence of accounting standards and the fina
reporting quality of awindustry in Nigeria. The main objective of the study is to determine the effec
of (pre and post) IFRS adoption on market value per share of Guinness Breweries Plc. Time series
were collected for period of ten (10) years (2006fiee2pd&before and five years after adoption

of IFRS by quoted brewery companies in Nigeria. The proxies for IFRS adoption were earnings
share, market share, return on assets, while proxy for dependent variable was market value per sl
The study made us#dnultiple linear regression and Analysis of Variance (ANOVA). Two hypothese
were formulated and tested and the result revealetFB@tgoeption has no significant effect on
market value per share, whildfRStadoption result shows thatgtesggnificant effect on market

value per share. Based on the above development, we conclude that there is need for convergen
accounting standards. Financial statements of a large number of companies are used outside their
domestic borders angegtors in international markets, need to be sure that the information on whick
they base their assessments is compiled, using accounting principles recognized in their own countr
comparable with others regardless of the country of origin.

Keyworst Convergence, accounting standards, financial reporting quality and brewery industry
Nigeria.

Introduction

There is evidence in the literature that the underlying reporting standards on which preparation
presentation of financial statementaisae tetermines the quality of its information content. This
follows that quality of accounting information is influenced by the quality of underlying reporting stan
in use. The failure of some firms is of huge concern to the investors arbld¢nsrtistdke
researchers are in search of solution to the growing concerns over corporate failures. There is nee
practitioners to look inward to find out whether the problem is with the local accounting standards, tr
Generally Accepted Accauimciples (GAAPS). Another concern of the users of financial information
especially the investors is the divergence of accounting reports among countries when information
communication technology has reduced the world to a global villagee Gbavemanng
standards is expected to close the gap of substantial differences that exist in financial accounting
reporting practices among countries. Those differences result from a variety of cause, including the
environmental, politicete®, and cultural differences, as well as different economic models. These
differences lead to significantly different amounts being reported for capital employed, debts, net a:
and operating income. The growing number of multinational cormpmmesamidpe globalization
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(worldwide interdependence) of financial markets, brought about by high level of electrol
communications, has increased the demand for international accounting standards.

Thus, in the light of the above developmentiomdémrr@nparability in financial statements is not
possible unless business enterprises worldwide follow internationally a common set of generally acc
accounting principles. There are various local standards existing in both developing and develc
economies, for instance, Nigerian Accounting Standards Board (NASB) now replaced by Finar
Reporting Council of Nigeria (FRCN) responsible for producing standards called Statement of Accol
Standards (SAS) for Nigeria. In the United KingdormgA&tanddrd Committee (ASC) is
responsible for producing local accounting standards called Statement of Standard Accounting Pra
(SSAP) for Great Britain, Northern Ireland, the Channel Islands and the Isle of Man. In USA, Fina
Accounting Standailsards (FASB) is responsible for setting accounting standard called Financia
Accounting Standards (FAS).

As part of implementation strategy of Reports on the Observance of Standards and Codes (RO
reportsd recommendat i oFRSs framewaks as raconuinmended e ttie t o
committee on road map of adaptation of IFRSs in Nigeria. Based on the recommendations, all listec
significant entities are to present their financial reports using IFRSs framework by 2012. It is on
premise #t the researchers are set out to investigate the relationship between market value
manufacturing firms and accounting information quality under convergence accounting standards re
in Nigeria.

The World Bank reports on Nigeria rated the accacitem@upd financial reporting below required
standards, and recommended for the adoption of IFRS in 2011. Following the report, a committe
Report on the Observance of Standards and Codes committee (ROSC) was set up to review State
of Accountinde®dards (SAS) with a view of adopting IFRSs in Nigeria. The transition to IFRSs by ma
countries and accounting jurisdictions is motivated by a desire to implement high quality accour
standards expected to produce more reliable and relevargp@nangidlt was also expected that

the implementation of IFRSs will increase the level of foreign direct investment, enhance transpar
which will in turn drive down information asymmetry, improve the quality of investment decisions
foster intertianal trade. Chukwu (2015), posits that available literature have shown that the confider
of users of financial statements have been increasingly destroyed by the poor quality of accour
numbers presented in the financial reports issued inldtig@Eisidima, Okoye and lle (2015)
opined that literature averred that accounting is environment sensitive and hence the concern
globalizing accounting reporting standards. They further stressed that fraud typology, magnitude
mode of perfectiorleetfthe stage of the environment in which it occurred. Based on the foregoing, it i
not clear whether the -ftgall philosophy of convergence accounting standards has achieved the
desired goals. Hence the debate on the justification of theaddyiiesaté IFRSs is on the front

burner of academic discussions. It is on this premise that the researcher intends to investigate
relationship between convergence accounting standards and quality of financial reports of manufact
sector in Nigewath particular reference to Brewery industry.

As such, the main objective of this study is to determine the effect of IFRS adoption on market valu
share of quoted brewery companies in Nigeria. Specifically the study seeks to (1) Detd#rmine the effi
PrelFRS adoption (EPS, MTS & ROA) on market value per share of brewery companies in Nigeria
(2) Determine the effect ofHlIP&S adoption (EPS, MTS & ROA) on market value per share of brewery
companies in Nigeria.
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The remainder of this papé#res divided into four sections, thus, conceptual framework, research
methodology, findings and discussion, and summary, conclusion, and recommendations.

Literature Review
Conceptual Framework

Accounting Standards

The International Accounting StanBesdd (IASB), formerly International Accounting Standards
Committee (IASC), is an independent private sector body founded in June, 1973 as a result of agree
by accountancy bodies in Australia, Canada, France, Germany, Japan, Mexico, the Netherlands,
United Kingdom, Ireland and the United States of America, and these countries constituted the Boe
IASC. Decisions on accounting principles are made by the Board of the IASC and issued in the fot
IASs. Members of the Board are appointeddiiohdeFRederation of Accountants Committee (IFAC),

in consultation with IASC and normally serve for renewablétgearsof Each member is
represented by two individuals who can be accompanied by a technical adviser. The individuals
widely representative of people in accounting practice, people in business, particularly multinati
business, financial analystsleswi institutions and national standard setters. The board is supported
by small staff from offices in London, England. The IASC has consultative Group which meets or
boardbés agenda and has an advi swesandtClelp withi |t «
funding. They include; the World Bank, Financial Accounting Standards Board (FASB) of the L
European Commission, International Bar association and International chamber of Commerce.

According to Akpan (2003), the IASC in setimgrtiational accounting standards, adopts the
following steps: (a) For each standard, a Steering Committee has the responsibility for mak
recommendations to the IASC board; (b) The Committee publishes a draft statement of principle
other discussi document which sets out the various possible requirements for the standard and tt
arguments for and against each one; (c) The Board publishes an exposure draft for public commen
exposure draft can be issued only wHeirde/of board membersehated in favour of doing so;

(d) it examines the arguments put forward in the comment process before deciding on the final for
the standard.

A final standard requires three quarters of Board votes for approval. For every IAS, the following w
consider ed: i) Al associated accounting i ss!
accounting requirements; iv) Steering Committee recommendations; v) Consultation with Consult
Group and others; vi) The exposure draftasictheel saind vii). Evaluation of comments received.

Convergence of accounting standards

In the opinion of Ghartey (2002), the essence of convergence of accounting standard is to provi
common set of principles of measurement and disclosure, osetypora guede for accounting

policies and accounting methods that should be followed in preparing financial reports in order to er
reliability and comparability of the reports. According to him, International Financial Reporting Stanc
(IFRSs) areripcipldbased standards with interpretations and framework adopted and issued by the
International Accounting Standards Board (IASB) designed to provide guidance on format :
information contents of financial statements and to ensure that suchargtatefradbies
understandable, comparable and relevant. It is worthy of note that it is not only accounting matters
are covered in IFRSs, but also matters relating to the entire business with a view to enabling use
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better understand how the éssis managed, what risk(s) the business is exposed to and what impact
these have on the entire financial result of the corporation (Osisioma et al; 2015).

However, Osisoma et al; (2015), also observed that IFRSs are reputed-hades @inctipden

recognize national peculiarities. According to them, it appears that convergence of accounting stanc
do not adequately reflect economic, social or legal realities peculiar to each country. Furthermore
standards are osigefitsall; micro, sithaor medium enterprise; all must conform to the same
standards. It should be noted that the needs of users of accounting information vary from count
country, hence the enormity of the challenges in unifying (harmonization) global accounting standarc

In the view of Ashafoke and Enofe (2016), the need for worldwide convergence of accounting star
for an international standard setter is to be familiar with the growing need for international accout
standards, make sure no individual standardsasea dominion on the best solutions to accounting
problems, ensure no national standard setter is in position to set accounting standards that can re«
acceptance around the world, and clarify that there are lots of areas of financiddickperting in
national standard finds it complex to act alone. According to them, other factors that precipitated
development of an integrated set of accounting standards include; tax method, inflation, the legal sy
of a country amongst others.

There ardwo methods of IFRS adoption around the world namely; convergence and adoptio
approaches Adoption implies that national rules are set aside and replaced by IFRS requirement, in
words, when a country adopts IFRS, it means that the countnplshadintieg IFRS in the same
manner as issued by IASB and shall be 100% compliant with the guidelines. In the case of converg
it means that the countrydéds accounting stanc
Council of Nigeriagpplying IFRS would work together with IASB to degelaltyhiggmpatible
accounting standards overtime.

Empirical review

In their study on globalizing international financial reporting standards: A focus on developing econc
Osisioma., Okoye aled(2015), surveyed 1,000 professionals from Institute of Chartered Accountant:
of Nigeria (ICAN), Association of National Accountants of Nigeria (ANAN) and Chartered Institut
Bankers of Nigeria (CIBMgsZ and-test statistics were employed taheshypotheses using
Microsoft excel 2010-paak and they conclude that both IFRSs and GAAPs can be relied upon to
produce fratftee financial reports. However, they observed that the difference between them i
statistically in favour of IFRSsnmpwt the later are preferred. The study also revealed that there are
environmental peculiarities in developing economies which justifies the rejection of wholesale adopti
IFRSSs.

Muharani and Sinegar (2014) explored the impact of IFRS convedtgeralevance of accounting
information of listed companies in Indonesia, Malaysia and Singapor2Liringh20@sults of

the study indicate that overall accounting information reported during the periods towards
convergence of IFRS isevaflevant for listed companies in the three countries but no incremental
value is observed during that period.

Clarkson, Hanna, Richardson and Thompson (2011), investigated the value relevance of Europear
Australian firms from 15 countries posmpRSe& me nt at i on. They concl ud
enhance quality of financial reporting. As such, they found no value relevance of book value of equit
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earnings difference between local standards (GAAPs) and IFRSs. They associatafmalresult with ¢
market orientation of countries involved and that most local standards were presumably close to IFR

In the study carried out on the listed banks in Nigeria using sample of 12 banks, Umoren and Er
(2015), empirically examined whether the mati@B® adoption improved the value relevance of
financial information using data in 201AR®)eand 2012 (pib9RS). The results indicate that the

equity value and earnings of banks are relatively value relevant to share prices under IFRS than u
previous Nigerian GAAP. The results further imply that the accounting information is more informati
investors under IFRS regime.

Oshodin and Mgbame (2014), carried out comparative study on the value relevance of accour
information in the Nigbaaking and petroleum sectors. Data were collected on the market price per
share (dependent variable) and earnings per share, book value of equity, and leverage (indepen
variables) for the period 2002, from the annual financial reports ofctied selmpanies. Multiple
regression analysis was adopted for the analysis of the data and the Ordinary Least Square was
method of estimation. The regression results revealed the following: EPS information is the n
considered by investors whenmgtiti share price and that the financial information in the oil and
gas is more value relevant compare to the financial information disclosed by companies in the bar
sector.

The study carried out by Enekwe et al (2016), on effect of IntenmaibiRedeariang Standards

(IFRS) adoption on accounting quality of quoted cement companies in Nygstifautedesign

and Analysis of Variance (ANOVA) employing SPSS version 20, multiple regression using both
logistic and panel Least squdfeiew 9.0 software statistics. They conclude that IFRS adoption has
no statistically significant effect on earnings smoothing, managing earnings to small positive incc
timely loss recognition and book value of equity per share. But the gdmeval tresulFRS

adoption has significant effect on value relevance of accounting information of quoted cement comp.
in Nigeria.

The above review explores the impact of IFRS on the improvement of quality of accounting inform
after IFRS adoptiarr@lative to other reporting regimes. Most studies assess the usefulness of IFRS o
quality reporting, nevertheless, the literatures surveyed indicate that accounting standard converg
studies provides mixed and inconclusive evidence on thef valeagelevance of accounting
information post IFRS and relatively to local or national GAAP. Further, it is evident from literature
countriesd6 institutional mar ket setting <can
providedhat IFRS convergence is considered more useful in countries with more developed sto
markets and better institutional framework than in countries without these attributes. It is then expe
that IFRS would be less beneficiary to emerging courseesinglly, weak and questionable
enforcement mechanisms. Based on these results in extant literature, it is assumed in this study that

Hol: PHFRS adoption (EPS, MTS & ROA) has no significant effect on market value per share
brewery companies ireNag

Ho2: PodFRS adoption (EPS, MTS & ROA) has no significant effect on market value per share
brewery companies in Nigeria.
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Theoretical Review

The theory of corporate governance versus agency theory

The main thrust of the theory of cogmrataance as opined by Ahmadu, Aminu and Tukur (2005), is
about the ways all parties interested in 4ningetif a corporation (the stakeholders) attempt to
ensure that managers and other insiders take measures or adopt mechanisms thatesafgguard the

of the entire stakeholders. On the other hand, agency theory is about maintaining harmony betwee
principal (shareholders) and the agent (management) or put simply, corporate insiders. Accordin
Egbunike and Abiahu (2017), to redukelith@olil of the moral hazard, principals and agents engage

in contracting to achieve optimality, including the establishment of monitoring processes such as au
As reported in Osisioma et al., (2015), firm level corporate governance prowvisi@ng matter
countries with weak | egal (or regul atory) en
ineffective laws and enforcement by establishing good corporate governance and providing crec
i nvestor pr ot ect irvedtlsatthe depriessibnaexparienced ih thé Unjted Statds sfe
America gave rise to accounting standardizations in America. Similarly, in England, a conglomerati
accounting professional bodies formed the Accounting Standard Committee thafasetisestandards
country. Abubakar further stressed that standardization in these two countries influenced other cour
of the world including Nigeria.

Signaling theory

This theory was propounded by Ross (1977), and was competing with agency thdxyry popularize
Jensen & Meckling (1976). Under signaling theory, managers use accounting numbers to signal
expectations to investors who use accounting information for decision making. Enekwe., Onyekwe
Nwoha (2016), posit that managers who expect alhighfuere growth would signal such
expectations via published financial statements. They further stated that even managers of firms
poor financials would signal positive news to retain high rating among investors. The logical conseqt
of signalgtheory, according to Godfrey Hodgson, Tarca, Hamilton and Holmes (2010) cited in Enek
Onyekwelu and Nwoha (2016), is that there are incentives for all managers to signal expectatior
future profits because, if investors believe the signageshaileipcrease and the firm will benefit.

Methodology

The research design adopted for this stugyss fcto design. The choice of the design was
because the event under consideration has taken place and as such the researchers have no influ
on the data collected. Secondary data sourced from annual reports and accounts of the selected bre
together with CBN statistical bulletin of various issues fr@2@180@ére used for this study.
Guinness breweries were purposively selected yaridr ptegendent variable (convergence of
accounting standards) is market value per share, while proxies for independent variables (finar
reporting quality) were earnings per share, market share, and return on net assets. The statistical
for thistudy are multiple linear regression analysis and Analysis of Variance (ANOVA).

Model Specification
MV P So+ =Ebh S oM SBROA b et

Where,
MVPS = Market Value per Share
bo = Constant

b1,2 & &= Ceefficient of regression
EPS = Eaings per Share
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MTS = Market Share
ROA = Return on Assets
et = Error term
Data analysis and discussion of findings

Table 1: Presentation of data

GUINNESS MKT ROA EPS MKT SHARI

YEAR VALUE

PER

SHARE
2007 122.6 0.15 7.84 136339690
2008 124 0.16 8.04 147492551
2009 129 0.18 9.18 147492551
2010 158.51 0.18 9.31 147492551
2011 245 0.19 12.16 147492551
2012 226 0.14 9.95 147492551
2013 251.07 0.098 7.93 150588818
2014 200 0.072 6.36 150588818
2015 162.81 0.064 5.18 150588818
2016 165.01 0.065 5.81 150588818

Source: Researchersdé computation from annual

years under review

Based on the empirical results on table 2 below, the study revealed thatskearai(g® Pger

market share (MTS) & return on asset (ROA) are all insignificant. This result is strongly in line witt
overall significant of the model-stéistics value of 11.827 (p=0.210) implied that the null hypothesis
is accepted while therakite rejected. This means théfER8adoption (EPS, MTS & ROA) has no
significant effect on market value per share of brewery companies in Nigeria. This result corrobor
with the work of Enekwe et al (2016). They found out that IFRS adspdimstitalty redgnificant

effect on earnings smoothing, managing earnings to small positive income, timely loss recognition
book value of equity per share.

Pred IFRS analysis result

Table 2: ANOVA

Model Sum of Df Mean F Sig.
Squares Square
Regressio 10499.77, 3 3499.92| 11.82] 210
1 Residual 295.92 1 295.92
Total 10795.70 4
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a. Dependent Variable: MVPS
b. Predictors: (Constant), MTS, EPS, ROA

Coefficients
Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta
(Constant) -74.619 304.551 -.245 .847
1 ROA -1477.63 1594.79 -467| -.927, 524
EPS 40.211 11.443 1.3349 3.514 .176
MTS 7.599ED08 .000 .073 .252) .843

a. Dependent Variable: MVPS
Post IFRS analysis result

Also based d@he empirical results on table 3 below, the study revealed that Earnings per Share (EP!
Market Share (MTS) & Return on Assets (ROA) were all significant. This result has strongly confil
the overall significant of the model:stiistics value d804722 (p=0.035) implied that the null
hypothesis is rejected while the alternate accepted. This mealiiRiBaddepsion (EPS, MTS &

ROA) has a significant effect on market value per share of brewery companies in Nigeria. This resul

line witthe work of Clarkson, Hanna, Richardson & Thompson (2011); Umoren and Enang (2015).

Table 3: ANOVYA

Model Sum of df Mean F Sig.
Squares Square
Regressio 12376.09 3 4125.36| 450.72 .03%
1 Residual 9.153 1 9.153
Total 12385.25 4
a. DependeNtariable: MVPS
b. Predictors: (Constant), MTS, ROA, EPS
Coefficients
Model Unstandardized Standardize t Sig.
Coefficients Coefficients
B Std. Error Beta
;CO”SI""“ 4946.46|  347.61] 14230 .04
1 ROA 666.36{ 38.12( 2.944 17.48: .036
EPS 23.62"1 1.072 4.013 22.04% .029
MTS 3.284E06 .000 817 14.57 .044

a. Dependent Variable: MVPS
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Conclusion and Recommendations

Convergence accounting standards is one of the IFRS adoption approaches. Adoption implies
national rules are astde and replaced by IFRS requirement, in other words, when a country adopt:
IFRS, it means that the country shall be implementing IFRS in the same manner as issued by IASE
shall be 100% compliant with the guidelines. In the case of conveagerse, itrheat t he ¢
accounting standards board, in applying IFRS would work together with IASB -tpualéyelop high
compatible accounting standards overtime. Convergence accounting standards is expected to clos
gap of substantial differencé®fist in financial accounting and reporting practices among countries.
Those differences result from a variety of cause, including the legal, environmental, political forces
cultural differences, as well as different economic models. Theséedifféoesignificantly different
amounts being reported for capital employed, debts, net assets and operating income. There is no ¢
that growing number of multinational companies in operation and the globalization of financial mar
brought abobty high level of electronic communications, has increased the demand for internation

accounting standards.

Therefore, based on the findings above, we recommend that Financial Reporting Council of Nic
should consider the extent they participatezlapimig higjuality compatible accounting standards

together with IASB since adoption of IFRS in 2012. It is apparently provided that IFRS convergen
considered more useful in countries with more developed stock markets and better institutic
frameavork than in countries without these attributes. It is then expected that IFRS would be le
beneficiary to emerging countries with seemingly, weak and guestionable enforcement mechani:
There is need for all stakeholders especially from emerg#ip cmuntifbute their quota in standard

setting.
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Abstract

The study examines the effectiveness of International Financial Reporting Standards (IFRS) on fine
reporting in Nigeria. The study is based on secondary data and descripiitereaftetucmntent

analysis method was used to highlightneigashneental, and cultural challenges peculiar tdidigeria.
findings show that standards used in developed nations are also being applied to corporate entitie
Nigeria to give adequate information to all stakeholders in financial repoe#asy tiNeneglest of
corporate governance practices had led to significant losses to nearly all the stakeholders. Therefore
study recommends among other things that additional standards should be included in accounting re
like translating acciingp reports into the three officially recognized indigenous languages in Nigeria an
addressing information overload in the accounting report.

Keywordsaccounting scandals, adoption, board of directors, comparability, harmonization, standards

Introdudion

Recording of transactions and daily activities vary from one culture to the other. In some cultures, fin:
transaction activities were recorded by markings on the walls by chalk or wax or on the trees by spik
hooks. Cam woods and chalksalgereised by the traditionalist in recording counts or marks in respect
of initiations carried out. Transactions were also recorded on wax and tablets. Later, cowries v
introduced to financial transactions when the trade by barter was jettispnétidoeai@ccounting

in financial transaction between merchants and traders were not as easy as it is today because the
transactions was singular without taking into consideration the dual entity or double entry transactior
propounded hyicas Pacioli in his treatise on double entry in commercial transaction in 1494, His treati
fBuma Arithmetica Geomatria Proportioni et Proportionaktaa ni n g AEverything
Geometry and Proportiono, eegimganhich were bastd onbthree e n
records of memorandum, the journal and the ledger.

A section of the book entifledComputis et Scriptaostained discussions on double entry book
keeping. Pacioli who was a professor of mathematics was lesppantsbmestime as an apprentice

to a Florentine merchant. This exposure might probably had contributed to his background in wr
Summa. This was useful for the merchants in based in Milan, Florence, Naples and Venice (citation)
made records iniof business transactions with partners to be recorded in dual form. The basic princif
was that for every transaction, there is a giver and a receiver, which resulted to the axiom that for
debit entry, there is a credit entry. This early afdaneotinting through double entry system of
bookkeeping allowed profits to be determined and distributed in ventures with business partners. The
main soul of accounting then became debit and credit as demand and supply was that of economics.
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The éove accounting system did not adequately address the stewardship accounting function of repo
what had happened financially during the past period. This allowed dividend to be paid before the a
financial implications were considered. Theitpes@muiept was lacking. Standardized period of time
when financial statements should be prepared was not in existence. A venture type of accounting we
order of the day and the creditworthiness of business partners was not available theone another.
overall profitability or otherwise of the business was impossible to be determined by this accour
convention.

In order to determine the profit or otherwise of the business, Simeon Stevin advocated the ye
preparation of profit and loss adndil605 so as to allow businessmen know how profitably the business
performed in the last one year. With this introduction of preparation of profit and loss account,
management and other stakeholders were able to know the performances oétiterdusitess v

past twelve months. Later by 1655 the idea of drawing up a balance sheet at the end of a particular
was propounded by Jacques Savary. This would allow the owners to know the amount of assets
liabilities at a point in time. Thidurther made popular by the code of Commerce in France that
recommended that a balance sheet should be prepared at least once in two years.

As a result of industrial revolution, business activities frog jumped from where it was to an unimagir
heightBusiness boomed everywhere, demand and supply of raw materials and finished goods increa
Joint stock companies emerged and the owners of businesses were eventually being separated fror
management. This then necessitated demand for a moaecmliatig system to cope with the
volume of business and reporting requirements of the period to satisfy the need of various accou
users. Thus, began the divorce of management from ownership as it was evident that accoun
information were neeldgdarious users of financial statements like shareholders, governments, revenu
officers, woulk investors, creditors, suppliers etc.

The Society of Accountants in Scotland was granted a royal charter in 1854 and this was followed wi
formationfahe Institute of Chartered Accountants of England and Wales in 1880. Across the Atlantic in
United States of America, the Association of Public Accountants was launched in 1887. The code of ¢
of and conduct of these professional accountaschidmbtheir positive impact on the development

of accounting most especially financial statements of business entities.

The accounts kept by many businesses merely consisted of cash and inventory movements without t
into considerations the acandprepayments conventions. This often resulted to depletion of capital as
dividends were wrongly paid before profits were finally determined. Provisions for bad and doubtful
were not provided for and fixed assets were bought and used wpdiithfortgepreciation.

The industrial growth and the concept that the world is a global village coupled with the contributior
various professional accountancy bodies made it necessary that financial statements should be €
understandable to tlserg of accounting information. This now compelled each nation to individually
conceptualize accounting information that are relevant to the local standards and also to be involv
international accounting standards that will cut across natioeal borde

In 1982, the Nigerian Accounting Standard Board (NASB) established to provide the standard requit
preparation of financial statements through issuance of standards (Statement of Accounting Standarc
the local needs. In 1989, the Ihtgr@aAccounting Standard Committee (IASC) was inaugurated and it
was saddled with the responsibility of producing a conceptual framework for preparation and presen
of an internationally acceptable financial reporting and presentation ohesaaddrdenaational

52



Accounting Standard (IAS). A reorganization took place in 2001 which changed the working polic
International Accounting Standard Committee (IASC) that led to its name being changed to Internai
Accounting Standard Board (I88Bje of the International Accounting Standards (IAS) were adopted
and modified to produce the new accounting framework and concepts known as International Fina
Reporting Standards (IFRS) for preparation and presentation of financial répstsagauddiyted

by many countries in 2005. Japan and China adopted a roadmap in 2009.

In order to comply with global changes to IFRS, the Nigerian Security and Exchange Commission (
issued directives to all business entities operating inhdigamna.dlrected to adopt IFRS for the
preparation and presentation of their financial statements effective f@dl2antaysmhall scale

and medium enterprises had their effective date assUani@idanwhile, Nigeria had signed into

law an Act establishing Financial Reporting Council of Nigeria (FRCN) in 2011 after the repeal of Nic
Accounting Standard Board (NASB). Financial Reporting Council of Nigeria (Act 22 of 2003) is che
with e responsibility for developing and publishing accounting and financial reporting standards tc
observed in the preparation of financial statement of public entities in Nigeria. The adoption of IFF
Nigeria had made financial reports to be comgeaakiarmonizations of standards are taken into
consideration.The International Public Sector Accounting Standards (IPSAS) was adopted by the
sector with effective date of Jar#iaoy 3.

In order to emphasize the principles and concaptsabfréporting, the code of corporate governance
made it mandatory that directors of public companies should properly be accountable to the sharehc
by rendering not only financial reports that are of high standard but also narratiereegmfting that
explanatory to the users of financial statements. External audit of the financial statements will
assurance to the credibility of the financial reporting. With these, financial statements will be more use
all the stakeholders. How®ierecent are the losses of confidence in corporate financial statements
being eroded through manipulation or misappropriations being perpetrated by some of the stakeho
most especially the management with the support of the auditors of thBecamparoéshese
infractions, all safeguards formulated and developed by the professional accountancy bodies, the na
regulatory financial systems and the international financial bodies to fulfill the objectives of financial re
are easily thwadt®Vilson, Iheanyi, Okoroafo & Onyilo, 2016).

The boards of directors, in collusion with employees, are sometimes involved in accounting scandals
inadequate corporate governance mechanism.Moreover, these infractions had no respgct for bound.
as national and international corporations are victims of this malaise. Objectives of financial statemer
no longer fulfilling their purposes as they should and this is a challenge to academics and profess
accountants.The above now raisesesteoqf developing theories that would be more purposeful to
the accounting reports that that will be globally effective in all its ramifications as the present concept
framework are not addressing the shortcomings emanating from diffe&hiat @uattiesprospects

and challenges of International Financial Reporting Standards (IFRS) to Corporate Governance in Nig
Pin pointedly, what are the limitations of the present accounting concepts and regulatory framework th
to meet the exgiations of the users of accounting reports?In order to find solution to this, the focus of t
paper will be the effectiveness of the financial statements to the users of accounting reports. Hereafte
paper is then divided into four sections.tCarfcemework is in sedtian reseancmethodology will

be in section three; sedban is on findings and discussion. Summary, conclustommeddation

will be in sectitve.
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Literature Review

Financial statement

The Internationatcounting Standard Committee (IASC) metamorphosed into International Accountir
Standard Board (I ASB) in 2001. The boardds fr
presentation of financial statements. The objective of firaeclatateding to IASB is to provide
information about the financial position, financial performance, and changes in financial status of an ¢
which will be useful to a wide range of users in making informed economic decisions. In preparing a
gl ity financi al reporting, private sectors
low risk of financial market crises. Foreign investors can easily evaluate corporate prospects the
making informed economic decisions. Finaanignsts expected to be easily understandable by all

the users an d it must also be relevant to the business concerned. So also, the attributes of releve
comparability, reliability, and uniformity are of paramount importance a financialdsgetssessat shou
before justifying its usefulness to the stakeholders.

Disclosure of information in the financial statement
In compliance with Companies and Allied Matters Act Cap C 20 Laws of the Federation of Nigeria, 20(
amended) the following infammate to be disclosed in the financial statement.
o Statement of accounting policies
Profit and loss account
The balance sheet
Value Added statement
Five Year financial summary
Notes to the account
Auditorsod report
Directorsdéd report
o Group financial repartsase of group of companies
However, based on the newly adopted International Financial Reporting Standards operating in Nigeri
following are the information that are to be disclosed to enhance comparability and transparency o
information dissed.
o Statement of financial position
Statement of comprehensive income
Statement of changes in equity
Cash flow statements
Notes to the accounts

O 0O O0OO0OO0O0O0o

© O 0O

Stakeholders of financial reports

The stakeholders of any financial statements are ordinarilyhaari@sdnest in that document. They

may be internal and external. Primarily, the stakeholders comprise investors and potential investors
are concerned with the security of their investments and the profits that they can earn. The securi
otherwisef their investments will be revealed through the solvency of the company as stated by the as:
and liabilities in the financial position of the firm at a particular point in time. Past performances
determine future profits through income statemdens. of funds are interested in the types of securities
available and if they will be paid interests on the facilities. Suppliers need to know if goods and ser
rendered are to be paid for, and new suppliers require assurance about #iléhfiofatieafirne

before supplying goods.
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Customers, especially those dependent on the company, will be interested to know if the firm is ak
supply or produce goods and services into the future. Trade union representatives and employees
interested the financial statements to know if the employers can offer secure employment and poss
pat rises. The disclosure of salaries and benefits of senior managers may be of interest to them. Also |
is the divisional profitability of the busitnesaténed with closure. In order to plan for financial and
industrial policies, government agencies are interested in the performance of companies through
financial statements. Tax authorities use the financial statements as basis for assgdsmigucompan
payable. Finally, the effect of the company on the lecahemyronment, and local community will be

of interest to the public. Corporate social responsibility programmes undertaken by the companies m
of special interest to some menah the public.

Whenever revenues are matched with expenses, the resultant effect is the generation of income. Re\
itself is a flow of fund, which has resulted from the trading or business activities of a particular enter
during a particularipd, which is normally measured in twelve months. When revenues are more tha
expenses, there is gain, which is also called profit. When reverse is the case, there is loss. In order to
any use to information users, income must be measurdg (Eldodichb82seni, 20)3This leads

to periodicity concept that stipulates that income should be measured once in a year. The measurem
also guided by accrual and prepayment concepts. The accrual concept makes clear distinction bet
cash redeed for goods and services and cash to be received later for the same goods and servic
Therefore, to follow accrual concepts in totality, all costs (expenses) and revenue are accountec
whether paid for or not during the period covered byidheefioaindClosely related to this is the
matching concept that expects the financial statements to match the incurred costs in one year witl
revenue of that year. All expenses incurred, but not meant for that particular period (prepayment) are
excluded from the total costs. Unrealized profits should not be included with the revenue of that period

The concept of capital and income are closely related. A stock of wealth existing at a given period of t
called capital whereas a fldverdfit from wealth of a given period of time is income. The income is
derived from capital. One can say income depends to some extent on the size of the capital. Accou
income is a surplus derived from a business activity and it is measured imatittengseoncept

when cost is set against revenue for a given period of time. Accountants measure income and try to e
that the measurement is accurate and near to the truth as possible, therefore the accounting income
ex post measurementwelcer, to the economist, income is defined as maximum amount an individua
can earn during a period of time, which makes him to be as well at the end of the period as the beginn
the period. it then follows therefore that income is the amdahotheetamrth has increased during

the given period and as to what has been withdrawn at the end of the period less new capital at the ¢
the period.

The objectives of income measurement are not farfetched from the concepts of theus&lS. Income is
as a basis for measuring efficiency. It shows how much the asset has generated. It also measure:
company sources of revenue; it acts as a guide to future investment; it is an indicator of manag
effectiveness; it provides a basis for tax @mpu o n ; it acts as a guide t
worthiness and provides a basis for dividend policy (L€e,th®@7)onomist, capital means those
assets that are used in production of goods and services. The capital ofethenfieach iy tbye stock

of assets and its investment is made when the
assets in form of buildings, plants, and machinery as well as intangible assets. So also human reso
and technology.dddition, capital is considered as present value of future savings derived from an ass
of enterprise as a whole so that capital and income are linked together. Economists may prefer brc
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definition of capital employed and might suggest somehassats r@sources that are omitted by
accountants in their definition because they cannot be quantified and recorded in the books.

To the accountant, Capital is the amount invested in an enterprise by their legal owners. Accoun
measure capital witlerence to tangible assets whose existence, ownership, and cost can be verified. A
far as the accountant | s concerned,, a person
has not consumed.Many concepts have been developed &b favesucmkineporting are made in such

a way that the value of capital is not necessarily reduced or at least the value capital is maintained. C
such concepts is the capital maintenance concept. The capital concept argues that since the objecti
goi ng I nto busi ness IS to Il ncrease the val
profits/benefits, then profit should be distributed when profit is available and should not be paid ol
capital.Value is a useful concept in financiagrefpachi has its effect on the capital of an enterprise.
The value of an asset is the present value of the future income stream expected to be derived fron
assets

The price of the asset is the value set on it in market place by the intetactandarttesupply.

The general belief is that when an asset is very expensive, it has a high value and when the price
asset is low, the value of such asset is not high. As far as income is concerned, an asset that gene
income must have a highevAn asset will have different value according to the purpose, which it is
made. Individual with different of the potentialities of an asset to produce income will value it differe
This shows clearly that the capital, value and income amatdnglyerincomes generated by an

asset determine the value of that asset and such value determines what should be paid for the ass
income.

The primary objective of financial reporting is to enable investors and other users to be informe
investment decisions (Adetoso and Oladejo, 2013). Two reasons may be given for the interest of inve
for the worth of their businesses. They are concerned with maintaining the cost of their capital and
concerned with maintaining and increasimgcdned, which is derived from the capital. Therefore,
financial reporting concerns itself with capital and income. It is on this basis that financial reporting inv
capital, income and value.

The accounting cycle consists of the following steps:

o Documetary evidencé: is the basis of recording a transaction e.g., a purchase invoice for
recording purchases.

o Journalizing transactitins:the recording procedure under double eskiegiogk

o Posting to the ledgkris the process of transfetrarmgactions into various .accounts. An
account is the basic unit of accounting that classifies diverse economic events into a homogene
group.

0 Balancing of accoumdscounting is essentially aggregative in nature. The classification of
transactions immhomogeneous groups, called .accounts involve offsetting the positive flow again:
the negative flow of benefits. The remainder is called the balance of the accounts.

o Preparation of trial balarcdrial balance is the list of the balances of accaugs ar
according to debits and credits such that the aggregate of the debit balances equals to t
aggregate of credit balances. This is an apparent proof of the arithmetical accuracy of the balar
of the accounts.

0 Adjusting entrigsdjusting entriage the post trial balance operations which involve allocation of
various items of revenues and expenses to the appropriate time period or operations for pro
matching, e.g., depreciation adjustment, stock adjustment, etc.
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o Preparation of final accourtie: last stage in the accounting cycle is the preparation of final
accounts. This involves two -Htepfirst step is the closing of the temporary acequnts (
revenues and expenses) which are not be carried forward to the next accounting period. T
accounting stage for closing of the accounts is called income statement. The second step invo
preparation of statement of financial position with the remaining balances of accounts that are
to be closed during the year to the income statement.

Accouting, on the one hand, is a practical art attempting to record, classify, summarize certain facts
events relating to business. On the other hand, it can be viewed as a theory of financial communic
founded on assumptions and containing lagigallly ahd internally consistent conclusions. Like the
most other fields of knowledge, accounting is also oriented to certain concepts, postulates, convent
and assumptions. These concepts, postulates, convention and assumptions which pooade the opera
content of the subject or a frame of reference to achieve the goal of accounting is collectively know
accounting bases. Accounting bases provide an orderly and consistent framework for periodic report
financial transactions of busineie$, lhtheir very nature are both complex and diverse.

In financial reporting, one of the most important aspects is income. To the stakeholders, income is the
important reason of participating in the business activities of the organizatieméerteheasme

occupies a central position in accounting. Income measurement is probably the most important obje
and function of accounting, accounting concepts, principles and procedures used by a business enter
Income represent wealth iser@ad business success; the higher the income, the greater will be the
success of a business enterprise. The following are some of the major areas where income informat
practically useful:

Methodology

Secondary data were used for this studyivguadgaarch approach and retrospective literature analysis
which were mainly secondary sources were used ihighlightdegal, environmental, and cultural
challenges of financial reporting based on IFRS peculiarRelBNgetianaterials sagliextbooks,

Journals, Newspaper and other official documents that were relevant to the adoption of IFRS in Ni
were also used.

Data analysis and discussion of results

Financial reporting all over the world are prepared in languages undeststheldobgetts. Legal and

cultural matters are translated to Scottish and Welsh languages from English languages in the Ul
Kingdom. Even, papers in Law and Taxation in professional accountancy examinations often have
papers in these languages.eMer, this privilege is not extended or practiced in other lands colonized by
the British. The option of having financial reporting in local languages will strengthen the corpo
governance and dismantle cultural differences. Countries insAficay sl language as its official
language in financial reporting without any option for local language. The IFRS, which was adopte
Nigeria, has no provisions for local language translation which is a cultural element inherent in
standards.

Conclusions

The main focus of this paper respsospects and challenges of International Financial Reporting
Standards (IFRS) to corporate governance in Nigeria. The history of accounting worldwide including t
Nigeria was discussed. The cootrfoudf various individuals, corporate bodies, and professional
accountancy bodies towards the development of accounting from the earliest periods to the time
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International Financial Reporting Standards was promoted and accepted worldwielephtentocal dev

of accounting was also discussed.

The financial reporting in other lands take into consideration the local attributes like the local language
consideration. This paper recommends that local languages should be introduced ititfagancial repor
it is been done in advanced countries. Locally, sports commentaries are now being reported in |
languages on foreign sports and the enthusiasms and contribution with followership are encouraging
paper then concludes that local contiddikenguages should be introduced into financial reporting in
Nigeria.
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Abstract

In 2012, Nigerian government adopted IFRS due to inadequacies of the Nigeria GAAP and the net
embrace international best practices. This study examines the effect of I6iRShadeiptiaiers

Wealth in Deposit Money Banks in Nigeria. The study employs longitudinal research design and coll
data from published financial statements of Deposit Money Balidted @MBIE Nigerian Stock
Exchange (NSE) for pleeiod 200® t2015Multivariate analysis of variance (MANOVA), Multivariate
analysis of covariance (MANCOVA) and multiple regression analysie meddds the data

analysis. The dividend per share (DPS), market value &fPhagarfings per share (Eits)

return on equity (ROE) serve as prosiesréroldengealth while IFRS pre positreatments serve

as acategoricalariable and inflation aatinuousontrol variable. The outcome of the study shows
thatlFRS adoption impacted significamdln DMBs sharehol dersdé wealth
controlling for inflation effect. There is, however, nooewtknket value per shavyPSyand

Earnings per share within the same period under review even after controléffgdorTintasioily

concludes that IFRS adoptiomimmeve® MBs s har ehol dersé wealth in
among others that DMBs in Nigeria should sus:H
wealth. The policy implicatibatishtis can help reduce the information asymmetry between shareholders
and managers in Nigeria, thus improvimg timerdimate for the overall benefit of the Nation.

KeywordsInternational Financial Repdstamgdardg | FRS) , SNealth Reposit Moeay s 6
Banks (DMBs), Agency Thédutivariate analysis of variaM@eNQVA)Multivariateanalysis of
covariance (MANCOWAation.

Introduction

Globalisaticand increasing business activities across borders necessitateotied (Dtgamatiations

of Securities Commissions (IOSCO) to adopt International Financial Reporting Standards (IFRS)
companieslisten seeking to list on stock exchanges worldwide (Stenka, Ormrod, & Tean, 2008).
International Financial Reportinga8tans a set bigh- quality global accounting standardslesd

issued by the International Accounting StBodaddASB) of United Kingdom for the preparation and
presentation of financial statements worldwide to promote uniformity and transparency (IASB, 2
ICAEW, 2013).

These International Accounting Standards (IASs) and International Financial ReépdERpStandar
arepositedo serve as a guide in the preparation of financial statemeisSpRalhen, Tang,
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Jiang, & Lin, 2QKsat3¥Marc2018, one hundred and fifty (150) countries haveFRIS{tAGB,
2018),notwithstanditige implmentation rate differs across countries and continents of the world. In
2005, European Union (EU) directed all listed companies in Europe to migrate from national accou
standards to IFR8Isothe United States Securities and Exchange Comm@sailo\(®d foreign
corporatiorthat were trading on the US Stock Exchanges to report financial statements in line with IF
rules (Athanasios, 2011).

Table 1 shows continental adoption of International Financial Reporting Standards (IFRS) as st
herender as at 3March 2018:

\ HNumber of Jurisdictions HPercent of total \
[Europe 144 129% |
\Africa H23 HlS% \
IMiddlé East 13 9% |
/Asia and Oceania 133 [22% |
\Americas H37 HZS% \
Totals 1150 11200% |

Sourcehttp://www.ifrs.orghaseundheworld/usefifrsstandardbyjurisdiction

Statement of the Problem

In line with the global practice, Nigeria in 2012 tadoptednational financial reporting standards
(IFRS) along with otteeFnty two (22) African countries. In the light of adoption, the Financial Reporting
Council of Nigeria (FRCN) a government regulatory body directed all listed compameéegateNigeria
from national accounting standards called the Statement of Accounting Standards (SAS) to Interna
Financial Reporting Standards with effect from 1st January 2012 (FRCN, 2015; Ntadiasvaki, 2012).
spirit of globalisation, the Nigeriak Bxaobange (NSE) and the Nigeria Securities and Exchange
Commission (SEC) made it mandatory for all companies trading and wishing to be listed on the floor
Ni gerian Stock Exchanged to adopt | RFiRge rriegpdosr
adoption of IFRS (NSE, 2015).

Nwude, 2012, poshatit had become worrisome to the shareholders in Nigeria when the prices of the
shares crashed in 2007, although the impact of global economic meltdown contributed to this. Despit
fact, ompanies were throwing up impressive performances in the financial statements presented ann
to the shareholders. These financial statements were prepared usistgnith@rdegad.,Nigeria,
GenerallyAccepted Accounting Principles (NGAAPakistatement of Accounting Standards (SAS).
Dividends were declared, but companies could not offset the obligations on the profit reported by 1
(Nwude, 2012).

The above necessitated the takeover of five DMBs in 2009 in Nigeria namely: Afichank Nigeria
Oceanic Bank PIc; Platinum Habib Bank Plc., Intercontinental Bank Plc., and Spring Bank Plc. These |
were caught up in the web of creative accounting when reporting their performances (CBN, 2015).

Nigeria Deposit Insurance Corporation (NDIe)tealdB&nk of Nigeria (CBN) intervened by injecting

six hundred and fifty billion n&5&Bn (the equivalertiyD 4.13 billjoto save depositors fund and

bank stakeholders (CBN, 2015; Ogunde, 2012). Before, the capital market operato@sadopted IFR
listing requirements for quoted companies in Nigeria (NSE, 2015); howevendiseestarscaists
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about the inadequacy and lack of credibility of financial information provided in the financial staten
(Shehu, 2011).

Jensen anilleckling (1976), in their agéeoyyposits that conflict arises when an agent (manager),
pursue their interest (high pay, better pergseatbdnuses) to the detriment of the shareholders
objective of wealttaximisatio®ome managers get indalvevindow dressing of financial reports and
unethicapracticesand this adversely impacts shareholders value (Mallin, Z0iR)jp3tuent
relationship breeds information asymmetry (Hilliafthjs20&8¢ssitatéite need to hawmancial
staementsthat potenimtestors, shareholdargl other users of the financial statements such as
managers, suppliers, credaodgovernment can rely on for decision (iaRiBg2016; Alexander,
Britton, &Jorissen, 2011).

This research tries to dindif the adoption of IFRS has imjmméwadation asymmetirghese banks

and hence the shareholders wealth since IFRS ddwstadycovers 2008 to 2015 with four years
before and four years after the adoption of IFRS by Nigerissigrafddghbpublic entities. This is to
allow a pre and post treatment effect on shareholders wealth for adequate comparison.

Past researchers in Nigeria focused mainly on the impact of IFRS adoption on equity, foreign d
investments, and the costapftal (Nnandi & Soobaroyen, 2015, Shehu, 2015, Okafor and Ogiedu,
2011)., without investigating the effects of IFRS adoption on the wealth of the owners.In addition
research employs multivariate analysis of variance (MANOVA/MANCOVAg teffeanpbpreh

and post treatment effects in addition to multiple regression of pre and post categorical variable to find
IFRS adoption impacts on shareholders wedithideitd per share (DPS), market value per share
(MVPS), earnings per s(aRsS) and return on equity (ROE) as proxies.

researcbbjectives
The primary purpose of this researchsgess the effect of international financial reporting standards
implementation on shareholders wealth of the listed deposit money banks in Nigeria.

The study aimed at achieving the following specific objectives:

l. To evaluate the effect of IFRS adoptidharket Value per Share (MVPS) of the listed
Deposit Money Banks (DMBSs) in Nigeria, pre and post IFRS implementation

Il. To ascertain the effect IFRS adoption on Earnings per Share (EPS) of the listed Depo
Money Banks (DMBSs) in Nigeria, pre and pospléiR&ntation

[I. To determine the effect of IFRS adopbDavidemd per Share (DPS) of the listed Deposit
Money Banks in Nigeria, pre and post IFRS implementation

V. To assess the effect of IFRS adopfetuon on Equity (ROE) of the listed deposit Money
Banks (DMBSs) in Nigeria, pre and post IFRS implementation

Statement Of Research Questions

() Does IFRS adoptioavea significaneffect on Market Value per Share (MVPS) of listed
Deposit Money Banks in Nigeria?
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(1 Does the implementation of IFRS significpat{Earnings per Share (EPS) of listed
Deposit Money Banks in Nigeria?

(I  Does IFRS significantly improved Divided per Share of listed Deposit Money Banks in Nige
after adoption?

(IV) Is there any significampact of IFRS implementation on Return on Equity of listed Deposit
Money Banks in Nigeria?

Statement of Reseatgipotheses
Ha: There is no significant impact of IFRS adoption on Market Value per Share (MVPS) of the lis
Deposit Money Banks (DMB&yéria after IFRS implementation

Ha: There is no significant impact of IFRS adoption on Earnings per Share (EPS) of the listed Dey:
Money Banks (DMBSs) in Nigeria after IFRS implementation

Ha: There is no significant impact of IFRS adoptiorend [Evi&hare (DPS) of the listed Deposit
Money Banks (DMBSs) in Nigeria after IFRS implementation

Ha: There is no significant impact of IFRS adoption on Return on Equity (ROE) of the listed Deposit M
Banks (DMBSs) in Nigeria after IFRS implementation

Scopef the study

The survey covers International Financial Reporting Standards (IFRS) adoption of the fifteen (15) De
Money Banks (DMBSs) listed on the floor of the Nigerian Stock Exchange as it relates to the wealth ¢
shareholders (NSE, 20IBgdata collectefdlom published financial statements of the listed Deposit
Money Banks (DMBs from 2008 to 2015 and the share prices from the website of Deposit Money B
(DMBs) and the Nigerian Stock Exdi@Biye 2015, NSE, 2015).The period somtd&our years

before and four years after the adoption of IFRS by Nigeria in 2012 by significant public entities. This
allow a pre and post treatment effect on shareholders wealth for adequate comparison.

Literature Review

Thissectiorcovershe conceptual review, theoreticalreview @uinfhrehensive review of empirical
evidence on International Financi al Reporting
wealth around the world and summary of the study.

Internation&inancial Reporting Stand&féksS)

IFRS are the international accounting standards issued by the International Accounting Standards E
(IASB). IASB is the independent not forgmofgaticsaddled with the task of developingybahy
globhaccounting norms in the public interest (IASB, 2015).

IFRSis principle based. Studies revealedigparitypetween GAAP standards and IFRS narrow
(Ampofo&Sellani, 2005). However, the convergence of GYSNPR& éliminated the differences
betweetdS GAAP and IFRS to having single global accounting standards (IASB, 2015).IFRS stande
ensure uniformigtandardisatiomomparabilitand understandability of financial statements across
borders (ICAEW, 2013).

The GAAP
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The Generally Accountidgepted Principles (GAAP) is the convention governing accounting, financial
reportinggndauditingn the preparation and presentation of financial s{@empefa&Sellani, 2005).

GAAP vary from counttheathegnd the source and development Bfdd#eArom one jurisdiction

to the other. For instance, we have the US GAAP, UK GAAP, Chinese GAAP, German GAAP and N
GAAP.

The professional accounting bodies and constituted Accounting Boards develop and issues accou
standards that guidecarting and accounting related practices (Ampofo&Sellani, 2005).

Shareholders Wealth

A Shar eh o ltkereseninwalael ot the expexted future returns to the owners (that is, shareholder:
of the firm. These returns can take the form oflp@ienticpayments and/or proceeds from the sale of

the stoak B i n dreershafemoldersdnvealth is enhanced through growth in earnings per share (EPS
dividend per share (DPS), market value per share (MVPS) and increase in return on equity (ROE) 1
that ultimately maximises shareholders MildgithRoss, Westerfield, Jaffe and Jordark|l2@é&,

Elliott, 2012, Pandey, 2009).

Earnings per Share (EPS) as it relates tonaraitisatianly

Earnings per share (EPS) are the portion of the distributable profit to each unit of outstanding e
shares; after paying employees, suppliers, creditors and preference shareholders (Elliott & Elliott, 20:
measures the amount of profit avalabistfibution to the equity shareholeeaperiodSilviana,

2013). The higher the EPS, the better because, a high EPS shows an improvement in the earnings
strong financial position of the entity (Elliott & Elliott, 2012).

Dividend per Share $DBs it relates to wealtximisatiamly

Agency theories assume dividend payment is subject to public information (Hail, Tahoun, & Wang, 2
However, over t hpayouydivaaemddsposiivelyimpanted éheir stotk gliees.

ratonale for selecting dividend per share (DP®aasiee to assabe effect of IFRS adoption on the

wealth of shareholders in Nigeria; because both dividend payment and capitlappreéoeation
richnessf the owne(Elliott & Elliott, 2012).

Market Value per ShM¥R$ as it relates to weatdximisatianly

Akbar (2008) i nvestigated factors responsi bl
manufacturing companies listed on Bombay Stock Exchange from 2001 to &&l%&hidnehold
maximisethrough amcreasen earnings per share (EPS) antchdheetprice of shares (Akbar,
2008).The market value per share of the Deposit Money Banks quoted on the fliBtmckf Nigerian
Exchange, at the end of the reporting peBddDecember each year from 2008 to 2015 used as a
dependent variable of the study (NSE, 2016).

Return on Equity (ROE) as it relates taweealisatiamly
Return on equity is a profitability ratio that measures the abilify tofoa fignerafites fromtite
shareholder's investment in the campahyMy Accounti ngCour se. Com, 201

Return on equity indicated how much profit one dollar of ordinary equity shares generates. It shows
managementilise har eh ol der s 6 profits.Tde highee rettirn an equity the kttecfer

the company becauseetkmess$und is available for investment and business expansion without requiring
additional capital from equity shareholders hence the need for borrowing reduces; Warren Buffet
regardethis high ROE as investment principle (Buffett, 2017).
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Hilliard (2013) examined the effect of adopting IFRS on financial statements in Canada and found th:
market reacts adversely to IFRS implementation. Migrating to IFRS from Canadian GAAP enha
financial reporting and reduction of informatiortradyespie Hilliard (2013) discovery, that IFRS
adoption led to the decrease of information asymmetry. The study only examined the first quarter fin:
reports after the passage of IFRS in Canada, for better analysis and generalisationlthearesearch co
spanned overtime periods, and that is not the
to early adopters in evaluating the impacts of IFRS adoption.

Commoraccounting standards across Europe and the globe ensure greatigy ainfjpanadial
information (ICAEW, 20Mgndatory adoption of IFRS in the European Union; helped improved
comparability among adopters(Brochet, Alan & Edward 2013; Andre, Dionysia& loannis 2012; Yip &
2012; Cairns, Massoudi, Taplin and Tadcal@nes & Finley 2011; Dargenidou and McLeay 2010.
However, according to Lang, Mark & Edward (2010), the adoption of international financial repo
standards has not increased accounting compaR&biltgioption improved value relevance in
Austrad, HongKongand New Zealand (Cheong, Kim &Zurbruegg, 2010) and the adoption of IFRS
assisted capital market participants in Korea through improved earnings quality and lower inform:
asymmetry (Cho, Kwom, Yi & Yun., 2015).

Gulani, Malgwi & Id(B315) investigated the effects of the adoption of IFRS on ratios of banks in Nigeri
A paired sampleiebt employed in the analysis of return on capital employed (ROCE), return on asse
(ROA), return on equity (ROE), equity to loan, equity wist@atidean to total asdetsm the

study, migrating from Nigeria GAAP to IFRS significantly impacéeplitssindioamto total assets.

Moreover, retunequityaffected shareholders wealth when ROE increasesnihavaigtte wealth

of skareholders and vice vdiGalani, Malgwi & Idriss, 20i&nkeand Ateboh Briggs (2014)

examined the impacts of IFRS adoptiorpoméngnancial ratios for the quoted companies in Nigeria.

A sample of 60 companies quoted fhmothef the Nigen Stock Exchange used. The IFRS adoption
caused decrease profitability, liquidity, and critical market ratios.

The study by Yahaya, Onyabe& Usman (2015) similar to the research on hand examined the effect of
adoption omaluerelevance of thisted Deposit Money Banks in Nigeria from 200Prie- 20R3.

adoption period 2004 to 2008asid IFRSadoption 2009 to 2013. Two models employed in the
analysis price and earning model s. Tdieluepr i c e
per shareMVP$ while annual returns represergmgngnodel; Findings revealed that, earnings per
share increasesignificanthand value relevance of accounting information improved. Therefore,
improvement in accounting information andv&iR®lyenhanced shareholders wealth (Yahaya,
Onyabe& Usman, 2015).

Tanko (2012) examined the effect of IFRS adoption on the performances of firms in Nigeria measur
profitability, growth, liquiditdearnings per share (EPS) and from the results the quality of financial
reporting improved throudbaieasén managerial discretion in reporting eAdabgsege, Kutigi&
Mohammed (2015) examined the effect of IFRS adoption beleanomgsywted deposit money

banks in Nigeria. Financial statements of thel5 listed banks on the Nigerian Stock Exchange (NSE) f
period 2004 to 20a8ed The study showed that banks6é abi
management reduced due to transganvolved in financial reporting under IFRS (Fodio, Oba, Olukoju,
andik- rullahi2015)Several studies in the US, UK, Asia, Australia, and Africa centered on the effect c
IFRS adoption in the areas of net income, equity, financial ratgrsdaedtforeestment, the cost of
capital. Particularly the comparative analysis of financial statements prepared under the GAAP and IF|
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Theoretical Review

Jensen &Meckling (1976), in their abeocyposits that conflict arises when an agent (manager),
pursue her interest (high pay, better perkgeathdnuses) to the detriment of the shareholders
objective of weattiaximisatiodome managers get involved in window dressing of finarasidl reports
unethicapracticesand this adversely impacts shareholders value (Mallin, Z0iR)ipdtuent
relationship breeds information asymmetry (Hilliard, 2013).

A professional manager undertakes a task of preparing and presenting finarariah ke wfethis
shareholders. Managers have a fiduciary responsibility and accountability to shareholders (Me
2013).The Agency theory is relevant in this researcidagtittmf IFRS will likely impact on
information asymmetry between the nsaaragjgehareholders and henahéneholdengealth.

Methodology

The study adopts panel or longitudinal research design to test the impact of IFRS adoption of sharehc
wealth pre amubstadoptionThe study alsmloptedepistemological positivism which sianithe
assumption thatcial worldxists and the properties are determined by objective means instead of
subjective inference from situation or senses (Kothari, 2004). The reality here is that aérnational fin:
reporting standards (IFEX®t and the effect of IFRS adoption on shareholders wealth in Nigeria; is what
this study seeks to establish.

Sources of Data

The dataollectedfom published financial statements of the listed commercial banks2TBs fr

2015 and the share prices from the website of Deposit Money Banks (DMBs) and the Nigerian S
ExchangéCBN, 2015, NSE, 2015).The period coincides with four years before and four years after
adoption of IFRS by Nigeria in 2012 by signifitia entities. This is to allow a pre and post treatment
effect on shareholders wealth for adequate comparison. Monthly inflation data sourced from Central
of Nigeria (CBN) webBite.sample size:

All the 15 Deposit Money Banks listed on the Nigerian Stock Exchange constibfitén¢hstisdynple

from a population of twemby (22) DMBs Banks in NigeriaisTdesause the study adopted a filter
basedon the availability of the data in the DMBs as seven tuerif-ttveo(22)Deposit Money

Banks in Nigeai@ not listed on the Nigerian Stock Extbearigg,only fifteen listadkghat met the

criterion.

Method of Data Analysis

The study eptoys Multivariate Analysis of Variance (MANOVA) and Multivariate Analysis of Covariar
(MANCOVA) along with pooled Ordinary least squared Regression Analysis (OLS) to test the impe
IFRS adoption pre and post on shareholders wealth.

Measurement
Thisstudy uses six (6) variables to study the relationship between IFRS adoption and Shareholders we

Shareholders weatthmeasured by four variables separately viz: Return on Equity (ROE), Earnings pe
Share (EPS), Dividends per Share and marlgstr\stlaee aspoxyfor Shareholders wealth and as
dependent variables.

IFRS adoption is measured by Pre atré@iosérdas aproxyand as aategoricairiable and inflation

factor as control ancbatinuougariable for regression analysis.
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The MANOVA and MANCGyMparghe means of the four variables, pngoatwhile the OLS
regression is fitted after the comparison to see the effect of pre (1) and pestg@)jcat a
independent variable on each of the four dependent vaesditiageghareholders wealth.

Model Specification
In thisstudythe relationship between four (4) dependent variables and one (1) two independent varia
expressed in multiple equations are as below.

MANOVA/MANCOVA
Xia= X1, for ROE

Xoa= Xb, forEPS

X3a= X, for DPS

X4a= X for MVPS

Where X=X, arepre and post means of the respective dependent variables, X1, X2 X3 and X4 for RO
EPS, DPS adVPSespectively for MANOVA analysis while MANCOVA compares the Covariance of
continuous variable.

Regression Analysis
Yi= b+ Xt + BXblo+ &

Where Y= dependent variable (ROE, EPS, DPS and MVPS)
X=independent variable (Pre (1) and Eastd@)jical variable)

bo by, kb, técbefficient of the regression
i = number of banks, t = number of years

4= error or random variable or residual

Decision Rufeccept the null hypothesisifithe alue is less than 1%, 5% or 10% or otiigheise
p - the value is higher.

Data analysis and discussion of results

The data and information used in the aralyaisly obtainiedm secondaspurces. Thaublished

financial statements of the fifteen (15) Deposit Money Banks (DMEsNigée@doistock Exchange

(NSE) for the period 2008 to POBSI, 2015, NSE, 20 MANOVA/MANCOVA and Regression
modalsedor the data analysis with the aid of the STATA 13 statistical package and the results interpre
and the summary of findingsmgeskan a suitable format from which infesgraaswn

Descriptive Statistics

Data on shareholders wealth (SW) that is the dependent variable (market vaM¥Rfgr share (
earnings per share (EPS), dividend per share (DPS) and return on))equity ifiB€dendent
variables weamalysedsing STATA 13 statistical package and presented below:
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Table IDescriptive Statistics for the Variables

Variable Obs Mean Std. Dev. Min Max
MVPS 120 8.8283417 6.900982 0.5 28
EPS 120 .88775 1.152094 0 8.74
DPS 120 3934167 4838214 0 2
ROE 120 10.44083 11.65177 0 109.44
Inflation 96 .08786458 0.06862708 -.6 3.69

Source: Researchers Analysis using STATA 13

From table Il above, the market value peMdlRa$ehas a mean 0B.28 with a standard deviation

(SD) of 6.90; the highdstPSof Deposit Money Banks (DMBSs) in Nigeria for the pe@8dWas

while some deposit money banksieplietedo the negative ofl&bo The earnings per share (EPS)

attributable to ordinahareholdefsavea mean of 0.89 aad SDof 1.15; the maximum EPS was
8.74 and the lowest zero. The dividend per share (DPS) averagdx3tegativaegative SD of

0.48. For the entire period the magimdendeceived by shareholders viZzaB0 andin some years,

there was no dividend paid. The average return on equity (RQ&} awad SD of 11 .Behighest

return accruing to shareholdersl®®.44. The average monthly inflation is 8.7% with a standard

deviation of approximately 0.07%.

Table IMhe Correlation Matrix

Variable MVPS EPS DPS ROE Inflation
MVPS 1.0000

EPS 2471 1.0000

DPS .6005 4024 1.0000

ROE 3778 4907 0.4889 1.0000

Inflation -0.0874 -0.1318 -0.0419 -0.1125 1.0000

Source: Researchers AnalysisSIBADA 13

Correlation measures the degree or strength of relationship among variables. CBrostataige 111.

the relationshipamong dependent variables (MVPS, EPS, DPS, & ROE) revealed that the
correlationbetween market value per share (MVP@)rgysdpea share (ERS).25 and between

market value per share (MVPS) and dividend per share (DPS) is 0.60. Also, the correlation between n
value per share (MVPS) and return on equity (ROE) is cbB&lalibmf 0.40existsbetween

earningsgy share (EPS) and dividend per sharerie®)e correlatioin0.49 exists between EPS

and return on equity (ROE). In the same vein correlation of 0.489 exists between dividend per share (
and return amuity(ROE). Inflatiasm inversely corteldwith MVPS, EPS, DPS and ROE during the
period under review.
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All correlation coefficients betweeleplkadentariables are below 0.8; this indicataisstrecef
multicollinearity among variables under observation. Howeedficietiié regression is above 0.8
meansulticollinearity exists.The reason for examining the rbittiiarestiip dependenariables

is to ensure that themoiwvery high or perfectcorrelation ofthe regression Wuitibtdsnearity
emerges becausé ahighdegree otorrelatiotbetween dependent variablesgxisisthen one
dependent variable muselbminatefrom the study, to avoid redundancy of dependent variables and
distortion in the values of regression coefficients.

MANOVA MVPSEFRS, DPS and ROE

Pre (1) and Post (2) IFRS Treatment serve®@®athecategoricahdependent variable for IFRS
adoption

manovMVPS EPS DPS ROE = TREATMENT

Number of obs = 120

W = Wilks' lambda
P = Pillai'sace

L = Lavdwslling trace
R = Roy's largest root

Table IV Multivariance Analysis of Variance (MANOVA)

Source Statistics  Df F (df1, df2) = F Prob F
Treatment \ 0.9324 1 4.0 115 2.09 0.0872 e
P 0.0676 4.0 115 2.09 0.0872 e
0.0725 4.0 115 2.09 0.0872 e

L

R 0.0725 4.0 115 2.09 0.0872 e
Residual 118
Total 119

Source: Researchers Analysis using STATA 13
Key: e = exact, approximate, u = upper bound on F

From IV above all the statistical measures of differencepredeRSadoption and post IFRS
adoption hassignificard i f f e r elambdaPillaid/iracek lsadiytelling trace and R@rgest
root).Thismeans IFRS adoption hasignificardifference on shareholders weétdthever, as the
measures could not determine which has impacted most on shareholders wealth.Thisis determine
running a regression using the ppositre@atmerds categoricalnable as below:

Table Regression result for pre and post treatment test

Variable Obs Treatment Coefficients  Std. Error t P value
MVPS 120 Pre 0

post 0.132 1.265 0.10 0.917
EPS 120 Pre 0

post 0.254 0.210 1.21 0.228
DPS 120 Pre 0

post 0.193 0.869 2.21 0.029
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ROE 120 Pre 0
post 1.699 2.131 0.80 0.427

Source: Researchers Analysis using STATA 13

FromTableV above, only dividend per share (DPS) thpositiseelationship and significant impact
posttreatmenat below 5% significant I8fesmeans IFRS adoption hasmpacbn shareholders
wealth of DPS. MVPS, EPS, and ROE pasitvaelationship but mignificanfThismeans IFRS
adoption has not improved shareholders W&dRISEPS, and ROE.

Table VI Multivariance Analysis of Covariance (MANCOVA)

Source Statistics Df F (df1, df2) = F Prob F
Treatment W 0.891 2 8.0 180.0 1.34 0.2251 e
P 0.112 8.0 182.0 1.34 0.2239 a
L 0.121 8.0 178.0 1.34 0.2264 a
R 0.095 4.0 91.0 2.15 0.0810u
Residual 93

Inflation W 0.975 4.0 90.50 0.59 0.6709 e
P 0.026 4.0 0.50 0.59 0.6709 e
L 0.026 4.0 90.50 0.59 0.6709 e
R 0.026 4.0 90.50 0.59 0.6709 e
Total 95

Source: Researchers Analysis using STATA 13
Key: e =exact, a = approximate, u = upper bound on F

Table VII. Regression result for pre and post treatment test wittointitetiaricde

Variable Obs Treatment Coefficients Std. Error t P value
MVPS 120 Pre 0 0
Post 0.0.18 1.354 0.01 0.989
Inflation -.822 0.992 -0.83 0.410
EPS 120 Pre 0 0
Post 0.167 0.240 0.70 0.487
Inflation -.198 0.176 -1.13 0.262
DPS 120 Pre 0 0
Post 0.51 0.088 1.72 0.089
Inflation -.005 0.64 -0.07 0.025
ROE 120 Pre 0 0
Post 3.308 1.449 2.28 0.025
Inflation - 705 1.061 -0.66 0.508

Source: Researchers Analysis using STATA 13

From table VII above, lbtdender share and return on equity hpesitaserelationship and
significant impagasitreatmerdat 10% and 5% respectiVéligmeans using inflation as a control, IFRS
adoption has ampacbn shareholders wealth of DPS and Return on equity MiR&aegd EPS
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have aronlypositive relationship but neigaificanteffeah shareholders wealthismeans IFRS
adoption has not improved shareholders WedRISswfd EPS.

Summary of Findings

The initial analysisatifthe statistical measures of difference hpdileBSadoption angbstiFRS
adoption hassagnificard i f f e r elambdaPillai'd/iracek lsadttytelling trace and R@argest
root). Thismeans IFRS adoption hasignificardifference ro shareholders wealth. However, the
measures could not determine whicimpextednost on shareholders wedlhlsis determinég
running a regression using the ppositeatmerds acategoricaiariable.

The result of regression test shovesmthaividend per share (DPS) thaplagiegelationship and
significant impadsttreatmerdt below 5% significant |&hédmeans IFRS adoption hasaacbn
shareholders wealth of DPS. MVPS, EPS, and RQEditavectationship but significargffeabn
shareholders wealthismeans IFRS adoption has not improved shareholders\WegteRS$, and
ROE.

Multivariate analysis of covariance (MANCOVA) outcome after controllgigpies dkatiDn/idend

per share (DPS) aReturn on Equity (ROE) have positive relationship and significant impact on
shareholders wealth; while, Market value per share (MVPS) and Earnings per share (EPS) reveals pc
relationship but have no significant effect on shareholders wkBl#posiidttoney Banks (DMBS) in
Nigeria.

Conclusions

Asat 31t March 2018, one hundred and fifty (150) countries hauERS8qe2B, 2018).2012,

Nigerian government adopted IFRS due to inadequacies of the Nigeria GAAP and the need to emk
international best practices g¢uaranteeunderstandable, transparent and comparable financial
statements across borders (ICAEW, 2013). Thisstudgievtaken to assess the @fdéiRS

adoption on shareholders.

Extensive studies on IFRS in the US, UK, Asia, Australia, Africa and Nigeria focused on, the effect of
adoption on net income, equity, financial ratios, and foreign, theitabsFroimcape review,
practical/policy, theoreticalandmethodological and literature gaps exist. Also, data collected for the per
eight years (20e815). The data were analysed using multivariate analysis (MANAVOVA/MANCOV/
and multiple regressimdels with the aid of a STATA 13.

The dividend per share (DPS), market value p&f\&4P&redrnings per share (EPS) and return on
equity (ROE) serves as proxieshdoeholderisealth while IFRS pre pasitreatmentsenas a
categoricalariableand inflation ascantinuousontrol variable. This study reveals that IFRS adoption
significantly impacted shareholders wealth of the listed deposit money bargerticulBlityeria
dividends per share and return on equity.Multivariate analYsMAMGIOVA) outcome after
controlling for inflatsthows that Dividend per share (DPS) have a positive relationship and a significar
impact on shareholders wealth at below 10% significant level. Return on Equity (ROE) has a pos
relationship and siganteffect on shareholders wealth at below 5% significant level. However, Marke
value per share (MVPS) and Earnings per share (EPS) has a positive relationship but have no signi
effect on shareholders wealth of listed Deposit Money Bean&$he $tigly concludes that IFRS
adoption i mproves DMBs sharehol dersd wealth i

70



The study recommends among others that DMBs in Nigeria should sustain the application of IFRS
i mproves sharehol dersod wealth. The policy in
asymmetry between shareholders and managers imidigenoving theestmerdlimate for the

overall benefit of the Nation.

Further research on the effect of International Financial Reporting Standards (IFRS) adoption
shareholders wealth should explorefurthemp#ueof economic growth and dpustnt on
shareholders wealth as control variables.
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Abstract

This study was conducted to examine the perception of accountants on the personal factors influenci
auditorbés et hi cal -sebtienalawey ahacauntanta in Dagog State Nigeriawasc r o
conducted. Data was obtained from 152 accountants (80 charterednamtkié&intrough the use

of a webtructured questionnaire. The data collected was analysed using nonpavéitoetkantests (
ranksum tet and MaiikiVhitney test) to check for differences in the perceptions of chartered and non
chartered accountants on the personal factors
t hat , with the excenptnifioant diiefenca in the peepsods ofatheagwo t
groups of accountants on the per Jerstady offeract or
value to professional accounting bodies in that it provides empirical explanations tdt gmide the purst
sustainable and resilient ethical values among accounting professionals.

Keywordsthical behaviours, corrupdiaditorschartered accountants

Introduction

Generally, ethics is the bedrock of any responsible society and the basis for a meaningful and sustai
development. True professionalism and societal formation are established upon sound ethical values
are the foundation for all other stantlpettoomance (Turpen & Witmer, 1997). Globally, the continuing
decline of ethical values in organizations and societies has heightened the concerns for ethics studi
societies (Transparency International, 2016). In 2002, the appeal for edscani dosounting

practices became amplified after the Enron and Andersen debacles (Low, Davey & Hooper, 2008; Al
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et al., 2016). The outcome of the investigation only brought to bear what already was a deficiency i
very fibres of the businesgspaofessional communities.

The issue of unethical business and accounting practices has a longhaid29q8pvAlthough,

reported cases only surfaced in the 1970s with the scandals of Lockheed Corporation in 1976, Ul
States and Nugan Haank in 1980, Australia. Others include the scandals of Northguard Acceptanci
Ltd. in 19882, Canada and ZZZZ Best in 1986, US (Murphy, 2015). Recent cases include the scandal:
Toshiba in 2015, Japan; Alberta Motor Association in 2016, Canabieechnin )16, Brazil
(Rusnell, 2016; Associate Press, 2017; Inagaki, 2017). By implication, the recurring global headline
financial scandals and the roles played by accountants and auditors have brought a dent on the ima
the accounting professido s  (Dellaportas, 2G0Bakre, 2007; Musbah al, 201h Also,
stakeholders remain surprised as regards the moral decline and unethical posture of public accoun
(Wokukwu, 2015; Herékeat, 201%H

In Nigeria there have been sendcaies over increasing incidents of corruption and unethical accounting
practices (Tl, 2016). Despite increased government legislations and the presence of governance
professional ethics codes, as well as common integration of accountingsatiuns cortiie

academic curriculum, cases of unethical practices among accountants in both the public and pri
sectors subsist ( Bakre, 2007; Otusanya,Thei®)are casesthe collusion of accountants with
compani es6 managamentf yamrcd mpednteedanpronasng sancé dfs
external auditors. Cadbury Nigeria Plc. suffered a major financial scandal in 2005, while Dunlop Nigeri
liquidated in 2009. Likewise, Oceanic and Intercontinental bankdeawvitapsedneds of
shareholders financially impaired (Bakre, 2007; OgunleyesétdiEb& Uadiale, 2014).

Confronted with these ethical challenges among accounting professionals, coupled with the consi
rankings of African countries among most corrwpdrid {fi¢, 2016) and the concerns expressed by

different stakeholder groups for more business and professional ethics studies in Africa, this p:s
examines accountantsd perceptions of the per

Niger a , a developing country. Al t hough, resear
behaviour abound in the I|literature, however,
behaviour and decisiweiking. Yet, audit i€ af the major fields in accounting and plays a significant
role in |Ilending credibility to companies6 fin

high social status, regard and esteem over financial information in corfsdatemtii¢sagbemi,

2011). There is a dearth of ethics literature relating to auditing in Africa.The other sections are arrang
follows: section Il presents the review of literature and hypotheses formulation. Section Il discusse
research metroddopted for the paper. Section IV presents the results and discussions, while section
summarises and concludes the paper.

Literature Review

Ethics, as explained by Bovee, Thill and Mescon (2006), is the principles and criteria for moral condt
wha is fArighto as opposed to the Awrongo, whi
and Vitell (1999) described ethics as concerned with moral commitment, responsibility and social just
all parties involved in the process ofrdetikiag.

Every professional association is established upon a generally accepted body of knowledge, a w
recognized standard of attainment and enforceable codes of ethics (Smith, Smith & Mulig, 2(
Karaibrahimoglu, Erdener&VarQ 9) . These codes of ethics guic

76



enable them to resolve ambiguity or contentious issues concerning ethical cendug0(QeBert

times, it is difficult to judge what may be right or wrong in cenmiwigitugtisome frame of
reference. Hence, ethics deals witlageall standards of how individuals or professionals ought to act. It
actually does not describe the way they do act, it deals with the way they should act, and it is prescr
(normativehot descriptive (Mintz & Morris, 2008).

In accounting ethics is primarily a field of applied ethics which prescribe behaviours set forth in accorc
with accounting principles, which is regarded as the underpinning for all oth@rcfessiands of
conducts and performance (Turpen & Witmer, 1997). Ethical standards and behaviours in accountin
be expressed as performing the accounting duties in accordance with Generally Accepted Accoul
Principles (GAAP) such as reliabilitacgcalnjectivity and transpar&aegibrahimogtual, 2009).

These standards of conduct are heavily influe
expectations of the society (Mintz & Morris, 2008).

Il n t he | it eogrativeueasoning Knol mordd devepdrent theory has been widely applied ir
understanding ethical principles and behaviours among accounting professionals (Ogunleye, 2015; Mt
et al, 2016; Karaibrahimaglal, 2009). Kohlberg proposes, as araformubn of Pi aget 0 s
from heteronomy to autonomy, a developmental model in six stages wittBtirea 28\&s (
Schepers, 2017). This theory assumes six stages of moral reasoning, which an individual can only pz
the next stage basedtwn developments of his/her belief systems (Kohlb&ugb#9,73991The

first of which is obedience to rules motivated by avoidance of punishment and the second, obedi
influenced by rewards (personal benefits). Generally, these stagesdstageske up the-pre
conventional level of morality. At this level of morality, Kohlberg argued that an individual responc
t houghts of &érightdéd or oO6wrong, 6 especially wh
rewards, exchangdadours), or in terms of imposition of physical power by those enunciating the rule
(Kohlberg, 1973; Mintz & Morris, 2008; MusbatieB6d,d,99%chepers, 2017).

The third and fourth stages, of irdesshidothersapd t he
by law and order (Kolhberg, 1973; Mintz & Morris, 2008). At this level of morality, Kohlberg believe
individual would act ethical with a sense of responsibility to maintain the expectations of others, an
necessarily for fedupanishment or envisaged rewards. The individual thinks he should be fair to other:
especially those in his/her group (family, peers, colleagues, etc.), and that he/she owes the societ
obligation to be ethical as a generalized member of secist9gWeb

In the fifth and sixth stages, the basic understanding of the fundamental rights to liberty and life,
principle of human rights and the recognition of the universal principle of rules and regulation characte
i ndi vi dual en(Kohibargal973dSehemels, X@LA). These stages (stages 5 and 6) make uy
the postonventional morality level. At stage five, Kohlberg believed right action is defined in terms
general individual rights and in terms of standards, which hasalpexammiited and agreed upon

by the whole society (Weber, 1991). Individuals will act ethical, because to do so, would benefits sc
more. Unlike the rigidity of maintaining the laws in stage four, stage five emphasizes flexibility in the |
tens of rational C o utilgariahisdm) a t(iWerbse rg f 1s9®0cli; a IK ouhtl iblei
the laws are valid only if they are grounded in justice, and a commitment to justice carries with i
obligation to disobey unjust laws.dtl@oality is defined by the decision of conscience in accord with
selfchosen ethical principles appealing to logical comprehensiveness, universality, and consiste
(Barron2015; Mintz & Morris, 2008).
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Generally, accountants perform their workdiffexany areas and sectors of human endeavours, which
involve serious ethical concerns. Likewise, various opportunities exist in their work to engage in une
behaviour (Mele’, 2005). Hence, as a profession, there are specified guidelifiepaddctddas o

guide accountants on how to conduct themselves in the discharge of their duties as public inte
protectors. Bakre (2007) noted that in some quarters, there are claims that the foundation of the opel
activities of the accountinggwiofe are the central elements of ideologies such as the prescription that
the occupation will encourage and maintain high professional standards, ethical conduct, moral inte
and hence give impartial service to the public. On account of tHeeindisgeaseounting play in

human endeavours and in the global economy, scholars have sought to understand, from diffe
dimensions, what would make highly skilled professionals, well remunerated, charged with
responsibility of protecting thests@fethe public in financial matters, behaviour contrary to professional
standards.

Hitherto, Psychologists believed there are intrinsic factors that may contribute in moulding and shea
individuals cognitive reasoning and ethical values. Ascbolatisgalso believed these factors
influence, motivate and compel accountants to behave ethical when faced with situations or decision:
may be unclear or ambiguous on what the ethical stance should be (Dellaportas, 2006). Mintz & NV
(2008) argdethat an individual may know what is ethical and have the desire to act ethical, but may
influenced by pressures, i nternally and exter
to make ethical judgement develops in stageffectédsby certain factors, which are both internal and
external to the individual (Kolhberg, 1973). In the literature there is yet to be a consensual persuasic
the factors influencing the ethical values and behaviours of accounting proftiistocaigettious
discourse among academics on the way ethical values are acquired. Some of the factors that have
found to influence the moral development of individuals include perception, experiences, environr
family, personality and elucgNathan, 2015; Karaibrahirebgil,2009; Musbaét al, 2016;

Marques & Azevedeereira, 2009).

This paper therefore examines accountantsd pe
ethical behaviour. It assesses the extdnth stakeholders perceive certain intrinsic factors to influence
auditorsodé ethical behaviour s. Generally, t he:
personal and external factors (Mintz & Morris, 2008).

Personal Factors and EtBiehaviour

I n |l iteratur e, some of the personal factors
reasoning, moral development, ethical behaviour and decision making include age, gender, upbrin
personal values, fear of punishment, coesoie religion (Musethl, 2016Kohlberg, 197/ I he

study of Marques & Azewrsteira (2009) examined the ethical ideology and ethical judgments in the
Portuguese accounting profession. Their findings suggest that age and gender signdichatly dete
ethical judgment and values of accounting professionals in Portuguese. They further reported that e
judgment did not differ significantly based on ethical ideologies (personal mordiepbilnabphy
value) among t h @is, Begig § delgdsenn(2088) invéstigated the effects of commitment
to moral salhprovement and religiosity on ethics of business students. The study found religion a
commitment to moral-igghfrovement to be significant predictors of perceitatengioethics,

ethical problem recognition, and ethical behavioural intentions among the students. Although, the fin
of Rawwas, Swaidan ardhatib (2006) suggest that religion has less influence on ethical behaviour;
however, the reason fordhtsome was based on the special characteristics of the Japanese culture.
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Among the religious respondents group, age and gender were found to be possible predictors of e
behaviours compared to the secular respondents group (Rawwas S 20 GBS

From the study of Ogunleye (2015), it was reported that various situational and demographic fac
significantly influence the ethical perception and predisposition of Nigerian accountants. The study f
that age, gender, culture and seligsegnificantly influence the ethical perception and predisposition of

accountants. Female accountants were found to be more ethically disposed than their male counterpa
Musbalet al (2016), the role of individual and organizational variadues artensity dimensions in

Li byan management accountantsod ethical deci si
significant relationship was reported between age, gender, educational level and personal moral philo:
(personal values)d ethical decision making. Contrasting Ogunleye (2015) on gender influence on ethic
decisiommaking, Musba al (2016) found male accountants to display more ethical traits than their

female counterparts.

Nathan (2015) on the other hand, @Bgumteye (2015), found that the ethical standards of female
participants were less affected by societal influences than that of their male counterparts. Evidence
the study of Tilley (2010) signals gender differences in ethiosdldegismmtirigat both genders

change their behaviour to select more ethical options when a kinship factor is invdlved. Generally
results and evidences on gender differences and individual ethical bélegviauixeavéBecker &

Ulstad, 2007; Valengnal, 2009; Valentind&k&enburg, 200lhe study of Becker and Ulstad (2007)
suggested that biological gender has been found to have an impact on ethical behaviour, of whict
female gender demonstrates to be more ethical than the male. Buckleyyali¢as d&tddam

Becker & Ulstad, 2007, p. 88) argued that social conditioning may lead males toward unethical action
often than females, especially when they feel the end justifies the means. This therefore, supports
debate of gendsocializatiotheory, which holds that men and women bring different ethical standards
and values to the work environment (Dawson, 1995).

In reality, men and women differ considerably in moral reasoning processes, irrespective of what
decisions they may make in given circumstances (Dawson, 1995; Vdlentia@1d)d Rittenburg

(2007) anWalentineet al.(2009) affirmed that,tbe average, women are more ethical than men.
Hitherto, there is no consensus on gender influence on ethical reasoning Brehbédtaviodings

of Bobek, Hageman and Radtke (2015), professional role, decision context, gender influence and r
nensity significantly related to malesd deci si

Affiliated to the influence of conscience in ethical reasoning, behaviour and decision making, Thilly (:
noted that certain feelings and impulses surround the idea of deadeéeddanduals to make
judgments. These feelings and impulses are the products of the inner voice,or inward eye (conscienc
sometimes referred. Thilly (1900) argued that conscience is not an independent or separate facul
common sense would ,hiold a complexof psychical states, and that the characteristic emotional and
impulsive elements peculiar to it are the feelings of approval (or disapproval) and the feelings of oblig
It judges and it is cognitive or intellectual in personaity. Henons ci ewa& rorsfou n c t |
@ondemis) both before and after the performance

Howard (1910), citing S#&eteve, noted that for a Frenchman, the first consideration is not whether he
is amused or touched by a work of art or mirek $&b&s above all to learn is, whether he was right in
being amused and moved by it, and in applaudingatvdioud,910) stated that:
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60 A Fr das,doaroansiderable degree, what one may call a conscience in intellectual
matters; he has an &cbelief that there is a right and a wrong in them, that he is bound
to honour and obey the right, that he is d

Undoubtedly, every individual has or professes to have conscience in moral matterswaitording to H
(1910), the word conscience is narrowed, in popular use, to the moral sphere, because this Ii
susceptibility of feeling is, in the moral sphere, so far more common than in the intellectual sphere. |
become a man's inclination to admit stdnigard of conduct and a perfect authoritative model in
correcting his everyday moral behaviours.

According to Lyons (2009) conscience is an inner voice of special moral illumination or expertise a
incontrovertible moral authority, which resféatsvasdly and unavoidably in consciousness and warns

us to do good and avoid evil, while condemning us when we fail. To complement Lyons (2009), Ha
(2011) suggested that conscience forms the connection between God and man. It is &n original prir
and a messenger from God who, both in nature and in grace, speaks to us behind a veil (1 John 3:20
James Version). At times, conscience may be more related to faith and identity (Cummings, 2009). E
(2007) noted that obedience to the dittaitesaience is an important moral good when exhibited by the
citizenry, and it is no less good when exhibited by the inhabitants of other social roles.

This study, akin to these persuasions on the interrelationship between conscience and moral behav
argues that conscience is the inner voice or inward eye in every individual, which, to a considerable de
influences, motivates, justifies or condemns

i nfl uence asonng &and bebadioue Perhaps, avthat Kohdbarg referred to as universal ethica
principles in stage six of the theory of moral development, may be linked to an active conscience that
to guide the conducts of every individual irrespective ofrseimtdégal laws. As hypothesized by

Fuss (1964), conscience is the very marrow of the moral life. Embedded in conscience is the complet
of nature, which universally confined individuals to appreciate what is good as against the bad. It is the
voice of nature (Marks, 2006).

Still on personal facketmr s, 20h@)ebafdgapeéeyen alz
(Musbalet al, 2016) have been found to be significant determinants of ethical reasoning, decision a
behaviour. Egd | y, oOr el i gi on6 (iGgmenrdingng @mi, 20 pldy signdicart O L
roles in influencing individualsdé values and
firain up a child in the way he should go: arftevidhvetd, he will not depart from it Accor di ng
anecdotal reports, Arthur Andersen's mother had a significant influence in his moral beliefs and conc
She had schooled him in a Scandinaviard aXitvink straight, talk straigfitese ethicahlues,

l earnt from his mother during his growing up
largest accounting firms before the Enron scandal in 2002 that led to the collapseviviotiée firm (
Blown, 2004

Overtly, to a coreidble degree, the moral perception and disposition of an individual has a link to his/h
religious beliefs and growing up experience. In educational discourses, it is generally accepted th:
chil dren ar e dtabblarage)d reimsaeddlofanorél insciipgoh. 8ath tdadhers and a

chil dés family members are acknowl edged as es
moral values and, thus, sociaRzeidttgm, 20015iven that the results of the influencegealfghe
personal factors in individualsd cognitive re

this study hypothesizes that:
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Hi: the perceptions of chartered accountants-arfd @aant er ed accountantso st
personal factors i nf lareaatsignificantlyalitfedentt or s 6 et hi

By chartered accountants this study refers to those accountants who are qualified accountants of
Institute of Chartered Accountants of Nigeria (ICAN); nomibddatiered accountants are those
without a professional qualification or those with other qualifications different from what is offered by IC

Research Methods

By way of a cressctional survey design, data were collected from stakeholddraridhacere
chartered accountants) to examine their perce
behaviour in Nigeria.The choice of this design was based upon the fact that it helps to elicit data fror
studyods s ampderdo nake jgenerdlizatior tb the piopulation. A sample of 200 accountants
was surveyed using a structured questiohndirel160 (80%) copies were filled and returned. After

due scrutiny of the returned copies of the questionnaire, 152 (76%)foapedonae usable for
analysis.

Upon the development of the instrument, the initial draft was subjected to content and face validity
with the assistance of two accounting scholars and a professor of research methodology and stati
Their corructive criticism and suggestions aided the final version of the instrument. As earlier mentior
this study is a perceptual study. It samples the opinions and perceptions of two stakeholder grc
(chartered and ndmartered accountants) on certaorsfgpersonal and external) that influence
auditorso6 et hpiocianlt blLeihkaevrito usrc aolne ao f5 agr eement |
di sagreeod] and scale of influence [ f tedheir (5) ¢
opinions. Descriptive and inferential statistics were employed in analysing the data collected.

Descriptive statistics was performed to present a summary of the demographic information of
respondents and their perceptions of the genatalliethie of the accounting profession in Nigeria.
Each questionnaire item was analysed using frequenting and cross tabulation analysis. The infere
statistics was performed at a 0.05 level of significance on the ordinal data collec¥Wdc&qmercifically,
ranksum test and Maivhitney test were performed to test for difference in the perceptions of the twc
independent stakeholders (chartered aciartered accountants) groups on the factors influencing
auditorsodé ethical behaviour s.

Dataanalysis and discussion of results

Descriptive statistics

To begin, descriptive analysis was perfor med
characteristic he outcome of t his anal ysi s provi ded
understanding and ability to provide valid responses to the questionnaire itemBheavithout bias.
respondents were asked to rate the ethical behaviour of an average accountant inpdigeria on a six
scale measure (6, Excellent to 1, very poor). fBhehoeged that half of the respondents (38, chartered
and 38, nechartered accountants = 76) perceive the ethical behaviour of an average Nigerian account
i s Osatisfactoryo. Ho we v e rchartéreédl accarsgnts) iwaehsher t s ( 2
behaviour as o6poor 6, whi | echage®ed aceoanpants) peeceiviedsthe( 1 6

behaviour as 06good©é6. Al s o-charteredraeceuptant) gezcaived the( 1 ,
behaviour as 0§ aining 2 redpandentd(1, chartered aaechariered acceumant)
perceived the behaviour as Overy ©poor 6. Gene

Nigeria is still perceived to be satisfactory.
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Furthermore, the study examinedttreex of i nfl uence the per
et hical behaviours in Nigeria. A Cross t
each factor. Table 1 present the results of this analysis.
Table 1Cros¢ abul ati on analysis of the perceived influe
Influence of religion on ethical behaviour

Overwhelming Lotof Some influenc Little influence No
influence influence Influence Tote
Charteredccountant 12 15 36 13 4 80
Nonchartered accountant 9 21 24 13 5 72
Total 21 36 60 26 9 152
W=3.22; 0= 1.075; Min. 1 Y

Influence of upbringing on ethical behaviour

Overwhelming Lotof  Somenfluence Little influence No
influence influence influence Tote
Chartered accountant 9 45 21 2 3 80
Nonchartered accountant 12 42 15 2 1 72
Total 21 87 36 4 4 152
=377, U= .818; Min. 1 M

Influence of conscience on ethical behaviour

Overwhelming Lotof  Some influenc Little influence No
influence influence influence Tote
Chartered accountant 19 37 16 6 2 80
Nonchartered accountant 18 36 12 3 3 72
Total 37 73 28 9 5 152
1L =3.840 = .970; Min. 1 M

Influence of gender on ethical behaviour

Overwhelming Lotof  Some influenc Little influence No
influence influence influence Tote
Chartered accountant - 3 15 38 24 80
Nonchartered accountant - 2 15 20 35 72
Total - 5 30 58 59 152
p=1.88; U=.840; Min. 1 M

Influence of age on ethical behaviour

Overwhelming Lotof Some influenc Little influence No
influence influence influence Tote
Chartered accountant 1 7 21 32 19 80
Nonchartered accountant 0 4 16 22 30 72
Total 1 11 37 54 49 152
tU=2.09; U=.956 Min. 1 M

Influence of fear of sanction on ethical behaviour

Overwhelming Lotof  Some influenc Little influence No
influence influence influence Tote
Stakeholders: Chartered accountant 17 39 16 8 - 80
Nonchartered accountant 15 27 25 5 - 72
Total 32 66 41 13 - 152
U =3.77; U=.880; Min. 1 v

Influence of persowales on ethical behaviour

Overwhelming Lotof Some influenc Little influence No
influence influence influence Tote
Stakeholders: Chartered accountant 36 31 10 3 0 80
Nonchartered accountant 32 30 8 1 1 72
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Total 68 61 18 4 1 152

n=4.26; U= .818; Min. 1 v

Source: Field survey, 2016

The results suggest that both groups of accountants (36 charteredclhade?ddnaccountants)

perceived religion as having some influence o
chartered and 54 rbrartered accountants) perdereligion to have a considerable influence on

auditorso6é ethical behavi our s, -chdrterddeaccdifiants) e s po
perceived religion to have |little or no influ
On the influence ofupbngi ng on auditorsd et hical behavi ol
both group of respondents (45 chartered andhttaoed accountants) perceived upbringing to have

|l ot of i nfl uence on audispandestd (75echandred arld 6breom a v i

chartered accountants) perceived upbringing
behaviours, while only 8 respondents (5 chartered-ahdrrezhaccountants) perceived upbringing
to have littteoon i nf l uence on auditorso ethical behavi

With regards to the influence of conscience (
groups of respondents (37 chartered andcB&rtened accountants) perceived conscience to have lot
ofi nfl uence on auditorsd ethical b e h aharteoed r s . I
accountants) perceived conscience to have a c
14 respondents (9 chartered and-chadeed accountants) perceived conscience to have little or no
influence on auditorsodo ethical Dbehaviour.

Concerning the influence of auditorsdéd gender

of respondents (24 chartered and-8Gaméred accountants) perceived gender to have no influence on

auditorsé ethical behavi our s. -tharteredoatcauntants)3 5 r
perceived gender to have some influen62 on ¢
chartered and 55mom ar t er ed accountants) perceived genc
ethical behaviours.

On the influence of auditorsdé6 age on their e
charteredand@@nrc har t ered accountants) perceived audi
behaviours. In total, 103 respondents (51 chartered anth&=2 naner ed account ant s)
age to have little or no influence on their ethicalifselehile 49 respondents (29 chartered and 20

nonchartered accountants) perceived auditorsodo ¢

Regarding the influence of fear of sanktion
groups (39 chartered and 2+«imaniered accountants) perceived that the fear of sanction have lot of
influence on auditorsodé ethical b e h a<xhartened s . [ r
accountants) perceived the fear of sanktarvt@ consi derabl e i nfluence

while only 13 stakeholders (8 chartered arh&rtevad accountants) perceived the fear of sanction to

have |little influence on auditorsoé6 ethical be
Finally, with respect to theeimflc e o f auditors6é personal val ues

suggest that both groups (36 chartered andc3h aoant er ed accountants) p
personal values have overwhelming influence on their ethical behavibdvsstakejtalders (77
chartered and 70 mbrartered accountants) perceived the personal values of auditors have overwhelmir

83



influence on their ethical behaviours, while only 5 stakeholders (3 charteredthaateie@ non
accountants) perceived the pErgalues of auditors to have little influence on their ethical behaviours.

Test of Hypothesis

From the descriptive analysis, it is apparent that accountants (chartehedtersd r@mcountants)
perceived the identified personal and externalafactors i gni f i cant infl uenc
behaviours. To make inferences and generalization on the outcome of the descriptive analysis, Wilc
ranksum test and Méhvhitney test were perfoimed t est t he st udy®3SS hypot
veasion 21. These tests are th@a@metric equivalent of the independent stespl@seid, 2009).

The results of the tests are shown in Tables 2. Table 2 presents the test statistics for f)ypothesis one (

Table 2: Personal factors and audliticed behaviours
Test Statistics

Religion Home Conscience Gender Age Fear of Personal
training sanction values
ManAwWhitney U 2837 2575 2751 2480 2341 2667 2856
Wilcoxon W 6077 5815 5991 5108 4969 5295 6096
4 -.166 -1.261 -511 -1.577 -2.089 -834 -.098
Asymp. Sig.-{&iled) .868 .207 .609 115 .037* 404 .922

a. Grouping variable: Professional stefus;.05

From Table 7, with the exception of age (.037 < -0&)¢sefqr religion (.868 > .05), home training
(.207 > .05), conscience (.609 > .05), gender (.115 > .05), fear of sanction (.404 > .05) and personal v
(.922 > .05) suggest no significiatedce in the perceptions of chartered actthnened
accountants of the personal factors influenci
consensual perception among the stakeholders that these personal factorsoinflerice audith i ¢
behaviours. With respect to age, the test outcome suggests that stakeholders perceived differently
influence of age on auditorsodé ethical behavi
chartered accountants) perceived age asgani f i cant factor influencirt
other stakeholders group-¢harntered accountants) perceived age as not a significant influencer. Hence,
auditorso6é6 ethical behaviours ahem. perceived to

Discussion

The results revealed that the both chartereddradtaced accountants view fear of sanction, religion,
upbringing, conscience, gender, and personal values in relatively the same way as influencers o
auditorbés ethical Ipieidn sswggestal that eadhhof thesecfartors mherenthys
defines who an auditor truly is, and hence dictates how he behaves, particularly in the discharge c
responsibilities. However the stakeholders perceived differently the extent to whickrage and gel
influence auditorso ethical behaviours. This
influence of gender and age on ethical behaviours. Whereas the study of Ogunleye (2015) and Ne
(2015) reported significant relationsheprbatye and gender and ethical decision, the study of Musbah
et al (2016) reported a slight significant relationship between these demographic variables and ett
decision making. Although, Kohlberg argued that, as individuals grow olderfrdmyogeasdizge

of morality to another in &t3pe level of morality, supposing the influence of age on ethical behaviours.
This result is arguable and an experiment al S
ontheinfluenceofaged gender on auditorsdéd et hical behav
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Conclusions

Given the findings above, this study concludes that personal factors play a crucial role in determining
an auditor behaves in examining the books of clients and expressing an opimoa the rfiean.afle
sanction, religion, upbringing, conscience, gender, and personal values of individuals working with
firms go a long way to determining how those individuals will act on the job, and ultimately influenc
position of the audit isya whole.lIt is therefore recommended that much emphasis should be placed ol
these personal factors in the lives of the individuals that are to be employed or engaged by audit firi
the discharge of their duties to their clients. This should Entednvpibnrcontinuous training on

ethics particularly as it has to do with the accounting profession and audit practice.

Like prior business ethics studies, there are some limitations to the methods adopted in this paper. Fir
simply examined therceptions of the sampled respondents. Hence, the findings represent the opinior
and perceptions of the sample drawn from the population, and not their behaviour. However, it

reflection of the population since the samples were drawn ranaleenlyehlss its voice to call for

more research efforts in the area of business and professional ethics in Africa. For hitherto, there is

dearth of empirical evidence on professional and business ethics studies in Africa. In addition, fu
studis should be conducted using more advance methodologies to provide empirical explanation on
effect of conscience, upbringing and fear of God on the ethical decisions of accounting professionals.
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Abstract

This study focusedaudirelateddct or s and examines whether aud
firm size and audit independence mitigate the tendency of listed conglomerates in Nigeria to delay rep
offinancial information. Data for the study were obtained from the annual report of the sampled comp:
from 2007 to 2@b@ering a period of 10 years and the data were analyzed using pooled OLS regressic
The findings from the study indicates thatrawie has a negative but insignificant relationship with
financial reporting timeliness of conglomerates in Nigeria while audit independenc@dsitive significant
relationship with financial reporting timeliness implying that the lowef thelid@miependence the

longer the reporting period and the higher the degree of audit independence the shorter the repo
period. The study therefore recommemdstoat der t o enhance auditorsé
be made to mandate atglitw sign and submit their audit report before a specified period (which shoulc
be bel ow 90 daysyearanit er t he clientds financia

KeywordAudit gribute, Audit firm size, Audit Independence, Audit report lag, financial report lag

Introduction

Financial reporting timeliness is one of the most important objectives of financial reporting. The inforn
contained in tHmanciaktatement is a key guide for informed decision making. However, delay in
financial reporting is inimical to titatfanilof such decision making. Timeliness in Accounting refers to
the need for accounting information to be presented to the usefsiliitthemediecision making
needs.Althoughtimeliness alone will not madeemationrelevamformation rsiube timely to be

relevant. Therefore, financial information presented timely is generally more relevant to users.

In Nigeria, as rightly observed by lyoha (2012), the need for high quality and timely financial inform
has become particularly imperdtie to the increasing exposure of Nigerian business organizations to
international capital markets. Thus, the business organizations are being obliged to satisfy the inforn
demands of both local and foreign investors and to provide thermmelthimfom@ation in annual
financial reports. Recognizing the importameelyoélease of financial information, the Nigerian
Securities and Exchange Commission (SEC) has required a maXdaysaftdtt8® company

financial year end from listetbanies to release their corporate reports. Despite this regulation, listed
conglomerates in Nigeria still experience time lags in the release of their financial reports. These |
conglomerates had recorded very low performance in recent yeach #mel mesed to determine

factors influencing the time lag.

Timeliness is therefore crucial and hence the need to determine factors affecting financial repo
timeliness. Owuansah (2000) posited that timely reporting is a funcielatedard company
specifidactorsAudirelatedactors are those factors that are likely to impede the auditor in carrying out
the audit assignment and issuing out the audit report ticoehpartgieecifiéactors are those that

either enable the managerteproducenaretimely report or reducedaktassociated witimdue
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delay in reporting. Tloesnpangpecificaictors include company size, profitability, gearing and company
age.

This study tries to focusaodirelatedfactor and relevant studies had been conducted in emerging
economies on how audit related factors specifically, audit firm size; audit independence; qualified
reports affect financial reporting timeliness. Among these studies are the stya@E2df Sipiia
(2008);AEhanem (2011); My, Hoang and Hong (2015) while in Nigeria, existing studies on reporti
timeliness focusesaampangpecifiéactors, among these include the studies of lyoha (2012); Ibadin,
Izedonmi and Ibadin (2012); BneeAppah (2013); Efobi and Okougbo (2014). It is in this vein that the
study is motivated and tends to examine wheth
reporting of financial information thereby adding tdexzistiadNigeria.

The objective of this sthuelgforas to assess how audit attributes (audit size and audit independence)
may mitigate the timeliness of financial reporting of conglomerates in Nigeria. The study is made int
sections, the first sectiorggan introduction on the study, the second pgapErthereview ©

extant empirical work and hypotheses development, the subsequent part showcase the methodology
in analyzing the data collected followed by analysis and discussianfobtied datalusion was
presented in the last section, stating the findings, as well as recommendations.

Literature Review

The assumption that larger audit firm tends to provide higher quality audit can also be presume to fac
audit report as ajsointed out by Iman, Ahmed and Khan, (2001) that larger audit firms are expected |
complete audits more quickly than smaller firms because they have more resources in terms of staf
experience in auditing listed companies. Several studies haveletamiraidit firm size influences
financial reporting timeliness.

Ahmed (200&xamined the timeliness of corporate annual reporting in three South Asian countrie
namely, Bangladesh, India and Pakistan. Base on a large sample of 558 anthelyezpdl 89t

A multivariate regression analysis indicates that finaardadigesais a significant determinant in each
country. The size of the audit firm, as measured by the factor loading rafraldiffegsorting

entity audited by amda firm and international linkage, indicates large audit firms take significantly les
time in India and Pakistan.

Similarly, My, Hoang and Hong (2015)studied the aaftbtfirof and firm performance on the
timeliness of the financial report: eAstaly of Vietnamese Stock Exchange. The study uses data
collected from 100 companies with largest market capitalization and high liquidity on Ho Chi Minh
Stock Exchange in 2014.The Result showed that the audit firm and firm performariRetuneasured by
on Equity (ROE) index positively affect the timeliness of financial report.

In the same vein, Sakka and Jarbai (2016) examined the relationship between corporate governe
external auditords <char act er endstmadesto thenFthagial an:
Security law (2005) in Tunisia. The study uses panel data methodology of 28 Tunisia companies liste
the Tunisians Stock Exchange over the periodA@0d he study indicated that whenever the audited
report publicationnda proves to be short the external au
highLikewiseAhmad andKamarudin (2001); Leventis, Weetmanand CaramanisA{20@8)atihe

Abidin (2008); and Turel (2010) all reported a positive sigmifisait befatieen audit firm size and
financial reporting timeliness.
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On the other handAfhi (2008) investigated the timeliness of annual reports of an unbalanced panel «
231 firmgears of financial and nonfinancial companies listed on the Béixehargtieck he study

revealed that no evidence was found to support the effect of accounting complexity or auditor type
Four or neBig Four) on thenelinesfannual reports. This is also similar to Carslaw and Kaplan (1991);
Almossa and Alabba30@ where they found no evidence to support the effect of auditor type whethe
the Big four or rBig four on timeliness.

Base on the above review, where mixed results can be obdeardwfdmeratui@ Nigeria, this
studythereforehypothesizes no significant relaticgbip btween audit firm size and financial
reporting timeliness of conglomerates in Nigeria.

Hu: there is no significant relationship between audit firm size and finandiaheépesing of
conglomeratesNilgeria

Audit Independence and Financial Reporting Timeliness

The auditor i n the conduct of his duty i s r ¢
statement, the ability of the auditor to exercise this duty relies heavilynderius.iddepeinted out

by DeAngelo (1981) that the quality of an audit reliesaskehassessed joint probability that a given

auditor will both discover a breach in the cl
whiletheabl i ty to discover a breach has to do witdtl
relies on the auditords independence. thdhis i

timeliness of financial reports in reflecting guablatdjebacews about future cash flows than good
news is moderated by audit independence. Therefore, independent auditors have both the experti
detectlossemnd the incentives to persuade their clients to report them in a timely manner

Several studes had observed that where an auditor e
financial statement, such qualification is characterised by delays in the publication of financial stateme
investors decision making. Evidence to thigraaad® early research of Whittred (198CGhehere

study compares the repoblettaviourfacompanies that received audit qualifications with a random
sample of companies that received no such qualification and with behaejpontidie same
companies in the years preceding the qualification. The results indicate that the incidence of a qua
audit report delays the release of the preliminary profit report and the final annual accounts. It also ap
that the more serious the qualificatie greater is the delay. Ashton, Wilingham and Elliott
(1987);Bamber, Bamber andSchoderbek (1993) and Simnett, Aitken, Choo and Firth(1995) also shi
that reporting delay is significantly lothgeasefacompanies that receive qualifiedgingins.

Soultani (2002) also conducted a studytiorelinessf@orporate and audit reports in French context.

The study was analyzed by examining the trend in reporting delay of companies, the effect that que
reports have on the timeliness of corporate reporting, and the relationship bebekaniaegadting

types of audit reports over-gedb period. It was evidenced that qualified audit opinions were released
later than unqualified opinions and that, in general, the more serious the qualification, the greater
delay.From the review of thesesstudige the studies do not examine audit independence directly, the
ability to issue a qualified audit report on a client financial statement is a determinant of audit indepent
as also observed byAdgelo (1981) that reporting the breach i@ ascliehti nanci all state
audit independence.
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This study further argued that audit reports associated with serious audit opinion are usually delayed
result of management influence to compromise the auditor independence, in siggpboting this as
Whittred (1980) stated that as a result of the consequence of audit opinion,management take issues
the auditor 6s f i n d-cliengnegotatiomdensues leadmg to @éekyee audit mepost.u d
Additionally, Kinney and Mc¥aa®&3) described audit delay to correction of previously reported interim
earnings that lead to increasingeydaaudit work and auditent negotiations about the best
disclosure action. In this light and aligning with the weweld PE981)aththe ability to report a
breach in the <client financi al statement rel
considered as a measure of audit independence. This study opines that audit independence car
measured as the ratio of aejlirt lag and the average audit reporting lag in an industry. The longer the
audit report | ag, the | ower the degree of 't he
the higher the degree of $dkaeandardal (2046) Itad indicatedi e p e
t hat whenever the audit report date proves t
discovered to be high.

Although, it could be argued that auditing staupareisfore issuing a qualified opiarorauditor

must take all reasonable steps to put himself in a position to issue a confirming opinion which su:
course of action might be considered as a genewlstirmmit is worthy to note as stated by
(Whittred, 198bat the standard atsates that auditor should not unreasonably defer issuing report in
the hope of obtaining further evidence to resolve a possible qualification situation, no matter how se
the possible qualification might be. Thus, audit report delay remailes questionab

Therefore, the significance of examining audit independence on reporting timeliness cannot
overemphasized as it was evidenced by these research works revealing that there is a significant
associated with serious audit opinions. Furthaemessodtation has not been observed by recent
literaturand it is in this vein that this study hypothesizes no significant relationship between au
independence and financial reporting timeliness.

H: there is no significant relationship between audit firm size and finandiaheépesing of
conglomerates in Nigeria

Methodology

This study examined the relationship between audit attributes and financial reporting timeliness of |
conglomemtcompanies in Nigeria for a period of 10 yeé281@p@ith 40 observations. There are 6

listed conglomerate companies on the Nigerian Stock Exchange as obtained from the Nigerian S
Exchange (NSE) as a&D#tembe016. Out of the 6 companies, four companies are studied. The
selected companies are those that their annual reports and accounts were obtained for complete 10
period. The companies include; AG Leventis PLC, Chellarams PLC, John Holt PN{gearad UAC of
PLC.This study utilized documéintalgyeldata collected from the annual reports and accounts of the
sampled firmBanel data methodology using OLS, and random effect regression methods were used
analyzing the data using STATA 13.0.

Modé Specification

In this study, audit attribatespoxied by audit firm size and audit indepetitesseceariablead

been identified ageatableeflection of audit attributeAf@elo, 1981). Financial reporting timeliness
was measured ussigiiarapproach of Soltani, (2002) aApil (2008) which is the difference of days
between the financial year end of a company and the dateiafj¢ineral meeting. This is preferred
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because it 1 s a composition of Dboth audit | ac
report is made available to the puldditee is considered as a control variable in the study which is a
reflection of the incentive thateaside an effective audit process.

The equation below represents the model for this study, thus;

Freptine o 1ABize+ Abnd+ sAFee+ it U

Where;
Freptim financial reporting timeliness measured as the financial reporting lag which is the numt
of days between the financial year end of a company and theadatealbgribeal
meeting. (Soltani, 200&;j#i, 2008)
ASize: Audit firm size which is medsas a categorical variable where 1 represents the
engagement of any of the 6big fouré aud
Williams Deloitte, Ernst and Young and KPMG) and 0 otherwise.(Asthana & Boone, 20:
Kimeli, 2016)
Alnd: Audit indeendence which is measured as the ratio of audit report lag and
industry average audit reporting lag
AFee: Audit fee measured as the natural logarithm of independentlisctisadee
int he cl i ent 6sKinieli,B04hci al st atement . (
Doi Intercept of the model
bre. .3 coefficients of the independent variables, which are expectinsigreflect

and magnitude of the explanatory variables

it Individual firm and the period identifiers

Data analysis and discussion of results
Table 1Discriptive Statistics Summary

Variable Obs Mean Std. Dev Min Max
Freptim 40 230.85 62.9914 148 351
ASize 40 .65 .483045¢ 0 1
auditlac 40 134.77¢ 62.3289¢ 83 326
Aind 40 1 .462466¢ .615841: 2.41884¢
lafees 40 7.27929: .594422: 6.25527 8.9015¢

Source: Authors analysis using Stata V.13

From the descriptive statistics in table 1, the highest financial reporting lag is 351days while the low:
148 days, with an average of 231 days, this is beyond the regulatory requirement of 90 days indicatin:
all the sampled company do not oepionelybasis as required by the SEC. audit independence is at
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highest with 242% above the industry average and 62% lowest below the industry average. A
independence is considered highly effective when it is below 100% of the industry average.

Postresidual Diagnostic Test (Multicollineakigtamm$cedasticity)

Table 2: Multicollinearity

FreptimASizeAindlafees VIF
Freptim 1.0000
ASize -0.0894 1.0000 1.30
Aind 0.4477 0.2877 1.0000 1.27
lafees 0.4229  0.2992 -0.2563 1.0000 1.28

Source: Authors analysis using Stata V.13

The correlation analysis was performed in table 2. It can be observed that audit firm size and audit fe
a negative correlation with financial reporting timelinessitést when a big 4 auditor is engaged,

there will be a reduciiotheitne taken to release financial reports likewise when audit fee is high. On the
other hand, audit independence has a positive correlation with the reporting timeliness, indicating that
the audit lag is above the industry average, lefleatiagre of auditor independence, the reporting
period tends to be high.

The variance inflation factor (VIF) for audit firm size, audit independence and audit fees are 1.30, 1.2
1.28 respectively. This indithiédthe VIFs are less than 10 respectius|ytid study concludes that

there is no problem of multicollinearity. That multicollinearity exists only when the VIF is greater the
(Samaila, 2014)

The BreuschPegan/ Gatisberg Test of Heteroskedasticity on the study model gives the Chi2 Prob o
0.9474, indicating that it is insignificant, hence, théclaakassasticiiyd as such desirable.

Multivariate Analysis

In testing the hypotheses for the study, pooled OLS regression, fixed effect and random effect regre
were conducted amalusran specification test was later conducted to decide between fixed effect and
random effect. Thausmarspecification test was not significant and thereftomeeffect was
considered appropriate for the model of the study. Furthermore, Breustlhgraddraganultiplier

test for random effedeseconducted to decide between pooled OLS regression and random effect
regression. The Breusch and Pagan LM test was not significant and therefore, pooled OLS regressiot
considered more appropriatatéwpieting the study model. The result of the pooled OLS regression is
presented below;

Table 3: Estimation Results (Pooled OLS Regression)

Source SS df MS Number of obs = 40

F( 3, 36)= 5.49
Model 48575.7969 3  16191.9323 Prob>F = 0.0033
Residual 106173.303 36 2949.25842 Rsquared = 0.3139
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Adj Rsquared = 0.2567

Total 154749.1 39 3967.92564 Root MSE  =54.307
Freptim Coef. Std. Err. t P>t| [95% Conf. Intervall
ASize -16.15967 20.53771-0.79 0.4387.81207 25.49273
Aind 56.05015 21.17619 2.65 0.012 13.10285 98.99745
lafees -29.71374 16.53604 -1.80 0.08%3.25038 3.822904
_cons

401.5986 124.8251 3.22 0.003 148.4415 654.7557

Source: Authors analysis using Stata V.13

The pooled OLS regression as presented in table 3 provides the estimation result of the model. The F
probability of 0.0033 is significant indicating that the model is fit. From the regression, audit firm size
audit fee haveegativéut insignifant relationship with financial reporting timeliness of conglomerates in
Nigeria. Audit independence has a positive and significant relationship with financial reporting timeline
conglomerates in Nigeria. This implies that the lower degreedepesudinde, the longer the
reporting period and the higher the degree of audit independence the shorter the reporting period.
finding is consistent with Sakka and Jarbai (2016) where it was indicated that whenever the audit r
date provestobeert t he external auditorbés characteri
finding buttress the assertid¢hdfred (1980); Kinney and McDaniel (1993).

This study had therefore, provides an empirical evidence that audit attribig¢hdotsefiigss of

financial reports of conglomerates in Nigeria, the findings of this study imply that quality audit attrik
reflected by big 4 audit firms (audit firm size)and a high degree of audit independence do facilitate t
financial repert f or i nvestorsd deci si on -Amgdoi(108l) thal hi s
audit quality is the assessed market probability that an auditor will both discover a breach and repol
breach in the cl i ent Gssredch hasito doiwighlcompdteace ancheepotting D
the breach relies on audit independence.

Conclusions

This study had examined the relationship between audit attributes and financial reporting timeline:
conglomerates in Nigeria. The study proxied audit attributes by audit firm size and audit independence
findings from the study indicates thafiraudiize has a negative but insignificant relationship with
financial reporting timeliness of conglomerates in Nigeria while audit independence has a positive
significant relationship with financial reporting timeliness implying that thgrieeverf tnedite
independence the longer the reporting period and the higher the degree of audit independence the sl
the reporting periothis findingsisonsistent with that of Whiitt®80); Kinney and McDaniel
(1993Fakka madJarbai (2016)It is rtheef or e recommended t hat i n (
independence, policies should be made to mandate auditors to sign and submit their audit report bef
specified period (saweaefd days) after the clie
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Abstract

This study evaluates the determinants of audit fees based on variables that are peculiar to banking inc
and considered salient to regulators of banking services. It also examines the effect of IFRS adoptic
audit feefdbanks. Data were sourced from annual reports and accounts of all the fifteen (15) quot
deposit money banks for the period coverig1Z086d were analysed using descriptive statistics and
inferential statistics. The result of Hausman spdeicéours randeffect over the fixeffiect

models of panel least square regression. Findings of the study revealed that capital risk has neg
influence on audit fees at 10% level of significance while credit risk shows positivden@uehce at 1%
significance. Also, complexity, IFRS adoption and size had significant positive relationship with audit fe
1%, 10% and 5% levels of significance respectively. However, management efficiency and profita
showed no significant relationsthi@udit fees. As regards variables considered important to regulators
of banks, the study concludes that auditors do not seem to consider management efficiency
determination of audit fees. The study recommended amongst others that asthiters o ibiaeiks

align the determination of their fees with factors that are considered important to regulatory body; to re
costly litigation associated with audit failure.

KeywordsAuditors, Audit Fee Pricing, Audit Quality, Deposit Money Banks

Introduction

The principagent conflict as depicted in agency theory, where principals lack reasons to trust their age
because of information asymmetries and differing motives is fundamental to the understanding of
development of audit as well as its useandegurpose. An agency relationship arises when one or
more principals (e.g. owners) engage another person as their agent (or steward) to perform a servic
their behalf. Performance of this service results in delegation of some decisiortyntaking authori
agent. Auditors are agents of the shareholders whose interests are usually different from those o
managers of the company being audited; the more reason information asymmetry is a direct conseqt
of audit. External auditors have twofunations complementing that of reduction in information
asymmetry; unveiling non compliance with financial reporting regulations, and limit the discretio
accounting practices of the managers (Ng, 1978). Furthermore, the need for autht fisrittiea folds;

as a monitoring mechanism, to meet the demand for information from investors in order to improve
decisiomaking, and to act as insurance against material misstatements (Ask & Holm, 2013). The glc
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demand for improvement in audiy quadihanism has increased even further with the world being rattled
with massive economic crises and corporate scandals sparking a plea for stricter control and regulatic
companies. The Emerging economies are not exceptional from large ewptimaiastaince the
corporate failures in the Nigerian financial sector in the early 1990s brought auditors into sharp focu:
caused the public to question the role of accountants and auditors (Akinpelu, Omojola, Ogunseye, &l
2013).

External aitds an important factor in the corporate governance function, as supervision of performar
and assurance of actability in management are important governance function. External audit
constitutes a significant tool foramaig good governaeeels by creating confidence in the financial
statements iIissued for stakehol dersoé use, and
main attributes of the auditords iIindeplemdence
and not too high) for the exercise which is determined ahead of the commencement of the engageme
other words, audit fee is an economic cost of efficient auditors.

In the 1980s and 1990s, large external audit firms have gone thrmrgksniegfareduced their

number from eighBig 8 to fiva Big 5 (Abidin, Beattie, &Goed2008). However, with accounting
scandals in the 200@hi ch | ed to Arthur Andersenod6s tern
consolidation of this seatourad the current Big 4. This concentration accentuates the value assigned tc
the accounting information quality. It was revealed in Enron case that the reputation of audit firms has
ties with the independent audit conducted by them. Auditohine \@{tent that investors, regulators

and the market believe that the auditor is independent and, as a consequence, he will report signif
distortions discovered in the audited company, thus reducing expenses due to opportunistic behavic
manages (agency costs) (Watts & Zimmerman,1986). The concentration of the auditing industry redu
the options available to audited companies; such concentration, along with accounting scandals an
importance of auditing for corporate governance sinepréitggsional ipdedence issues and the
determination of externataadi s 6 f ee s .

The pricing of audit services has been an interesting topic for audit researchers, and a plenty of
studies were conducted to investigate factors beliaxednartimence on audit fees in industrial
companies. Unlike other industries, banking firms are characterized by the different nature of t
operation and greater scrutiny from regulatory bodies. Audit fee researchers (Simunic 1980; Fields, F
& Wiking 2004) suggest that audit fees for every company should be a function of client size, busine
complexities and client business risk. However, the audit fees studies for banking firms have not rec
adequate attention for two key reasomapBtadf the measurement variables for risk and complexities
used in other industries are not suitable for banks. For instance, leverage and quick/current ratio mea
used in other industries cannot properly capture the risk and complexitibsbiankirg dfirmits.

Secondly, the presence of vigilant regulation cast its effect in the audit service in either of the two way
one hand, tight regulation of banks may induce auditors to plan their audit in less intensive manner
charge lower audeés¢Boo & Sharma, 2008).

On the other hand, it also places a higher litigation risk on the auditor because both regulators and o\
may bring court action in case of audit failuret(Ble@&804; Boo & Sharma, 2008). As a result of
these two bagidferences in banks operations and operating environment, most audit fee studies exclu
firms in banking sector (Ireland & Lennox 2002:Bésathé&Schatt, 2006; Thinggaard&Kiertzner,
2008; Caneghem, 2010; &LawrenceMbaaiti& Zhang, 2011hil&\few recent studies model bank

100



audit fees in terms of factors that are considered most important to the regulatory bodies and fc
interestingly missed results.

Auditing of companies in the regulated industries is associated with a highexi@gtrenin case

of audit failures. To avoid such a costly litigation, it is argued that bank auditors should take in to ac
factors that are most important to regulators in their audit fee determination to better align with the in
of regulars. It is known that in most countries of the world, be it developing or developed, bank regula
use CAMELS (Capital adequacy, Asset quality, Management Efficiency, Earning Quality, Liquidity,
Sensitivity to market) for thait@furveillanogechanism including Nigeria. In the light of this, studies

on bank audit fee model audit fees around these CAMELS rataisa(Fi20dgl; Lobo,
Kanagaretnani&shnan2010; Ettredge, Fuerherm, & Li,2014). Whether auditors in Nigeria consider
these fetors still remain an open question. It is against this backdrop that the study examines detrnin:
of audit fees of quoted Nigerian deposit money banks

Literature Review

There has been consensus among scholars/ authors, professional bodies ettet st dartthes

exact definition of auditing. The general definitewdiiisean evaluation of a person, organization,
system, process, enterprise, project or product. The term is commonly referred to as audit in accoul
but similar concepts also exist in project management, quality management, and energy conserve
Adenyi (2010) defined audit as the independent examination of and expression of opinion on the fina
statements of an enterprise by an appointed auditor in pursuance of that appointment and in compli
with any relevant statutory obligation. Fromvéhdedinditions, it can be deduced that auditing is an
independent examination by an auditor of the evidence from which financial statements of an organis
are prepared. The objective of an audit is to express an opinion on whether the fitmaosl stateme
prepared in all material respects, in accordance with an identified financial reporting framework (some
referred to as established criteria) (Dandago, 2002).

Zerni (2012) explained audit service as a uniqgue among other professamalsenajoes dasons.

First, auditors are hired and paid by the client, but their product is really uspdrtystife.ghird
investors), to whom they owe a standard of care. Second, the quality of an audit cannot be dire
observed prior to cadting and, in general, not even after the audit is conducted. The only observabl
outcome of the audit process is the issued audit report, which, at least in its standard form, does
contain much information about the state of independence alitg. audit qu

Needless to say, the opinion of an auditor must be an independent opinion given by a professional p
with appropriate skills in audit work, and the opinion must not be influenced by anyone else, an
particular must not be influenced bygitiens and views of the management of the company whose
financial statements have been audited. In order that an audit report is of value, auditors must |
@éndependence of ndind a nndepdneentd appearénce T h e s e pbeingndobeng seens o f &
to be independeare at the centre of the role played by independence in auditing. Independence of tt
auditor is a matter of public confidence in the audit process. Auditors need to be fully aware of situa
that may damage their independadagbjectivity. Such situations are referrdddatdso audi t or
independence. Any threat to independence may be reduced through safeguards provided in the co
ethics issued by accounting profession regulatory bodies (ICAN, 2014).

Severalfawtr s have been identified in |iterature wt
of stricter regulations, the nature of thedheditoelationship, extended audit tenure, the provision of
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nonraudit services and competitive pressureg tealdwballing /price cutting. In addition to the audit
service, audit firms provide various non audit services such as tax consultancy, system consults
management advice, international business advice, human resource management, and financial
investment consultancies. The collapse of the giant US corporations in the year 2002 (Enron, Worlo
and Global Crossing) marked a black spot on the auditing profession as a whole. Arthur Anderson
auditor of these collapsed companies was highdyl daticover relying on-anafit fees and
compromising independence. Economic dependence (proportion of non audit service fees to total
fees) of external auditors has received researchers attention. It is argued that paiadision of non
service by incumbent auditors impair auditor independenceatdistsece fees make auditors to

be financially dependent on their client, and as a result weaken their ability to resist management pre
for fear of losing their business.

Secondly, the consultancy nature -afidibrservices puts auditors in a compromising position which
potentially threaten their independence about the transactions they audit. In addition, Positive abnc
audit fees or the presence of positive @ght smasi rent creates an incentive for the auditor to
compromise independence with respect to a specific client (Defond, Raghunandan, & Subramanyam,
Choi, Kim, Liu &Simunic, 2008). Although, a counter theoretical argument also suggdsisehat audit
markebased institutional incentives to act independently. The expected costs of sacrificed independe
include the reputation loss and litigation costs associated with audit fagtuaé<2(ID&fond

DeAngelo (1981) defined audit qusatitg markassessed joint probability that an auditor will discover

an error in the client's account and report the error to the third parties. She also mentioned that
probability that a given auditor will discover a breach depends ontduh@eidgora capabilities,

the audit procedures employed on a given audit, the extent of sampling, etc. Furthermore, the condi
probability of reporting a discovered breach is a measure of an auditor's independence from a given ¢
Several resezhers investigated the factors which affect audit quality. Size and independence relat
issues (i.e. the proportion of audit fees received from a particular client, auditor tenure, the provision o
audit services and other audit client relati@mehgpegn emphasis as determinants of audit quality.
Huang (2006) reported thatindit consultancy business began to rapidly develop during the end of the
1990s. It has been argued thautnfees have a higher profit margin than audit seingdg$ by
Securities and Exchange Commission (SEC) annual report of 2000.

Consultancy services such as -deadgs bifee financial information systems design, and
implementation of information technology projects have been reported as proadimigdodriiehan
revenues of the then Big Five accounting firms (Riesenberg, 2002). The new Public Company Accol
Oversight Board (PCAOB) established by the fadiegn&st of 2002, and other various groups have
asserted that arnbdimparedwben-aodidserpoenadeerovdded; arm@sidering

the fact that high reardit fees could lead to auditors compromising their independence to retain client
when they are performing auditing (Reynolds & Francis, 2000; & TFoxlSarhara02).

Moreover, the PCAOB has to date banned cedadit rz@mvices in the US. However, it has been
argued that total prohibition edudihservices for audit clients would, over time, reduce accounting firms
overall technical competence andisgpand undermine audit effectiveness. For instance, auditing the
accuracy of a companyés tax provision proper|l
this vein, the existence of suchaddieel services is reasonable and ibssiilg to completely stop

auditors from providingangdit services; as the-epér effect of expert knowledge inevitably adds new
value to auditing services, and then differentiates auditors in their ability to provide these additi
services.
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Inthe Nigeria context, ICAN code of ethics provide guidance on presigldrsefvices. The Code
recognises the value to both client and auditor of the provialadita$emaces, but requires the

auditor to evaluate the significance okahyotimdependence created by the provision of such services.

In some cases, it may be possible to eliminate or reduce the threat by applying safeguards. However,
considers that safeguards are not possible for activities such as authoiiisgng traegaction, or
otherwise exercising authority on behalf of the assurance client, or having the authority to do
determining which recommendation of the firm should be implemented; reporting, in a management rc
those charged with governafltethese activities involve the auditor or auditafsoming a
management rolCAN considers several specific areasaofihaervice provision. Most of these
activities are considered permissible, provided that; management decidiens andapyrtpriate
safeguards are put in place. Some of these areas include taxation services, internal audit services, a
systems services.

Choiet al (2008) speculated that when the auditor receives abnormally high audit fees from a client (
abnormal audit fees are Positive), the auditor possibly allows the client to engage in opportun
behaviours like earnings management. He further reasoned that for clients with positive abnormal fee
benefits to the auditor from agreeing tgmesmire for opportunistic earnings management can
outweigh the associated costs (e.g., increased litigation risk, loss of reputation). For those firms w
earnings increase has been gained through doubtable accounting practices are likaelydib pay higher
fee to persuade their auditors to certify those earnings as correct, and give it a better audit opinion the
facts merit (Xie, Cai, & Ye, 2010).

The demand for audit quality is also differ relative to the strength of corporate governance. A n
independent board of directors could prevent earnings manipulation in the first place and hiring an a
with high quality may also protect the auditor from being fired by managers when he reports a brea
material misstatement (Chung &Kallapulyed@88 & Lennox, 2002). Hermalin and Weisbach (2003)
argued that effective board monitoring was more likely when insiders have less influence on the boa
addition, audit committees are also regarded as an important group, since they &e responsible
determining audit fees and independence arrangements. However, the effectiveness of the a
committees is mostly guaranteed and noticed when positions of the CEO and the chairman are sepa
and headed by two independent individuals (Greleryl@e)|

Arrunada (2000) explained two important attributes of audit quality; professional judgement and the ir
of independence on the third party and other clients. Professional judgement is a crucial attribute of
guality because it subsdp enhances the informational value of auditing for the third party. However, |
there is lack of independence, auditors may decide not to make efforts to discover problems they d
wish to report on. As a result, they may come to light intliecisedose effective technical
competence. Therefore, the content of audit quality, competence and independence are interrelatec
other words, auditors have to exercise their professional judgement independently (Huang, 2006).

GonthieBesacier arfsichatt (200@xamined factors influencing audit fees in France. They attempted to
elucidate the amount spent on audit fees in 2002 in a sample of 127 French (nonfinancial) firms. The
finding was that audit fees depend on firm size, firm rigkesedabeof two of the big four firms.
According to them, when two big four firms audit company accounts, the fees charged (adjustec
company size) are significantly lower in comparison with those paid in the other cases, and that the r
appearedot to have been influenced by the share of fees paid by the companies to the-main auditor.
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Harshani (2008) investigated factors influencing the amount of external audit fees in Kuwait.The re
indicated that the amount of audit fees was sygmfiosantted by the audit client size, liquidity ratio,

and profitability ratio. The results, however, did not provide evidence of a significant relation between
fees and the number of audit locations, or the size of the audit firm.

Hassan and Nag@2013) examined factors influencing audit fees pdiithdyciarcompanies listed

on Abu Dhabi Stock Exchange (ADX). Data were collected from the 2011 annual and corpol
governance reports published by the Emitatinedal companies listedmX. Backward regression
analysis was employed to assess the associati
findings showed a direct relationship between audit fees and each of corporate size, business comp
and audit report lagiables. An inverse relationship between audit fees and each of industry type an
audit committee independence was found. The findings also revealed that audit fees are not signific
influenced by companydédsmprofitability, risk,

Akinpelet al(2013) investigated the determinants of audit fees in commercial banks in Nigeria. Data w:
collected from a sample of banks mostly quoted on Nigerian Stock Exchange. The result showed that
size, degree of bank complexity amactramsand saving accounts to total deposit ratio were positively
related and statistically significant to audit fees charged by the auditors. Also, the risk weighted cz
adequacy ratio was negatively related and statistically insignificast whiteidigiherforming loan

was statistically insignificant.

Younas, Velte, and Ashfaq (2014) investigatedketred faators effect on the audit pricing in China and
Pakistan. The study used the panel data of 160 firms of each countriz@pstimly fimm 2005 to

2011. They first run the combined model for two countries and observed that complexity of busit
transaction is the only variable contributing positively and significantly in audit pricing for both coun
Then, for comparatieeiew, they then segregated the data of each country and run separate model. Th
results of separate models showed that, in the case of Pakistan, auditors mainly consider complex
business transactions and client risk while pricing their engjagesmeiitba However, in the case of
China, the auditors only considered the Big 4 audit firm effect as a reputational tool while pricing their
activity. The study further added that auditors in China totally ignore the client risk and complexit
business transactions which may be problematic for their auditing firm in future. The study concludec
audit pricing in Pakistan is more rational in comparison to China.

Tamrat (2014) investigated the determinants of audit fees based ont\aeableguinao the

banking firms and considered important by regulators in a sample of Ethiopian commercial banks.
study also examined whether abnormally higher audit fees reduce the audit quality. A panel data for
commercial banks from the 3@@42012 was used. The panel fixed effect regression result revealed
that bank size, liquidity, efficiency, loan growth, capital adequacy and auditor size are the mn
determinants of audit fees for the Ethiopian commercial banks. With regars tonbieefiasct

important by the regulatory bank, auditors do not seem to consider credit risk in the determination of
fees. In relation to the audit quality, the study failed to find any significant relationship between the ext
earning managemeéehrough loan loss provision and abnormal audit fees. The study therefore conclude
that auditors do not seem to compromise audit quality for the sake of securing abnormally higher audi

Kikhia (2015) examined the factors influencing the level of external audit fees paid by firms to their au
in Jordan. Specific attention was on the investigation of the potential influence of auditee size, comple:
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client, profitability, cliesik, rauditor size and auditor tenure on audit fees. The study strongly reinforcec
that greatest of prior studies results were also appropriate and applicable to the Jordanian audit me
Moreover, the study provided further evidence connectinguehradbtbe auditor tenure effects and
auditee risk which have been found to have an inconclusive relationship with the amount of external
fees in prior studies. However, they observed the auditee size seemed to have been the key determin
extenal audit fees. Lastly, financial risk was found to be negatively and significantly associated with
level of external audit fees. On other side, empirical results found that the audit tenure has no signif
relationship with audit fees.

CastroPeleias and Silva (20dglysed the determinants of audit fees paid by companies listed on the
BM&F BOVESPA, Brazil . They found a positive r
complexity, and Big N auditors. The risk perchedithyor demonstrated to affect the values of fees
differently in larger and smaller clients. In smaller clients, the results suggested that the auditor che
lower fees to more leveraged and riskier clients, contrary to the hypothesis thaghthehaugiéor

higher fees as a reward for his risk. In turn, in larger clients, the results demonstrated that clients
higher risk, as measured by liquidity and leverage, or those having stronger governance practices, te
to spend more on auditsgtor changing the auditor, the results revealed that larger clients paid less ir
the first year of audit.

Ahmed and Abdullah (2016) examined factors influencing the determinants of audit fees in the Kurc
region/ Iraq. Specifically, the studygatesstine significance of three major groups of factors which
might considerably influence audit fees; audited firm attributes, auditor attributes, and market attrib
They developed a plausible proxy that can be beneficial in practical wanle, rEseduetm
guestionnaire was distributed among experienced auditors, accountants and financial officers of ¢
firms, and academics in the field. The results showed that all three proposed categories of factors
significant and might be takemsideration when audit fees are determined.

Sonu (2017) how the downward pressure on audit fees influences the determinants of audit fees d
crisis using Korean data for the peric@02@05The study revealed that; first, consistent with prior
studes, audit fees dropped significantly during the financial crisis period, supporting the existence
downward pressure on audit fees. Second, among the determinants of audit fees, the coefficients o
size decreased significantly while those afkfimareased during crisis. Accordingly, the findings
suggest that auditors respond differently to small firms and risky firms when facing downward pressu
audit fees. Collectively, the results provide useful insights into how auditors bglageunten the
pressure to reduce audit fees.

Theoretical Review

The theory of inspired confidence otherwise known as theory of rational expectation, developed b
Dutch Professor Theodore Limperg can be used to explain both the demand and thie supply of ¢
services (Hayes, Dassen, Schilder, &WNal@ge The demand for audit services is the direct
consequence of the participation of third parties (interested parties of a company) in the company. T
parties demand accountability from the managere@nty for their investments in the company.
Accountability is realized through the issuance of periodic financial reports. However, since this inforn
provided by the management may be biased, and outside parties have no direct meaas of monitorin
audit is required to assure the reliability of this information. With regard to the supply of audit assur:
the theory states that auditorsdé report deriyv
audit opinion is to be foundbkd. auditor in performing his task should be governed by rational
expectations of the several of users of hi s
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auditor shoul d act i n such a way ‘t®xpethtionhe doe
However, he should not arouse greater expect.
(2011) argues that with the aid of audit technology, the auditor should do everything to meet reasor
public expectations. The pualiies context does not preclude the uses to which observers, supervisors
and regulators may want to put the audit report.

The Official Supervision Theory

Threats to independence and profit maximisation race by audit firms that may have imprisoned
trustworthiness of the auditors may dash sceptic view at their ability to maintain the public expectatio
protecting the investorsoé/depositorsdéd funds a
role of banksd begyl anondei snanagemsoteopr dep
supervision theory as developed by Beck, Béamirgand Levine (2004), theoretically argues that
governments have both the expertise and the incentives to ameliorate markeinfonpeatemions,

and enforcement to improve governance of banks. This extends the position of rational expectations t
beyond the spheres of public expectations. The responsibility of any government is to avoid public c
and other negative impacts iy succeed incessant bank failures. The official supervision theory
theoretically justifies further that government is sensitive about market failure, seismic risk and cons
dissatisfactions that may emanate from bank failure and is constiaugtiiysupddigisal brainpower in

terms of regulatory institutions to prevent the ugly occurrence (Salami, Utlidakin,2&14hdlil

therefore reasonably implies that the official regulation of banks shares common goals with external
in the neito ensure healthy banking services. Considering the common goal of the duo, the protectio
the depositorsé fund and the gener al public b
banks consider factors that are important to rdgulat@isiating audit fees determinants in the
subsector. This theory is therefore adopted for the study

Methodology

The study adopted an ex post facto research design, since it examined an already occurred phenom
The study population consists lidtdee deposit money banks on the Nigerian Stock Exchange and was
all included in the study. Secondary data from annual reports and accounts of ba2ks5avdke 2006
used. As for the method of data analysis, the inferential statistical nastbediikat\ar Factor (VIF)

was to check the independent variables for possible multicollinearity. Hausman test was also conduc
make a choice between the Fixed and Random Effects Model (FEM; REM) of Panel Least Sqt
regression

Model Specification
The study builds on audit fee model of Soyemi and Olowoookere (2013) which was modified thus;

AFEE4 ( CAR, COMP, NPLR, EFFI | | FRS, S| ZE, an
LOGFEE by + 0AR + 0DOMk + BNPLR + 4HFR + SIERST LOGASSET+
DIROE iteeeeeeeeee e, (i)
Where:

LOGFEE = Natural log of audit fee
CAR = Capital Risk

COMP = Complexity

NPLR = Non performing loan ratio
EFFI = Management efficiency
IFRS = Compliance with IFRS
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LOGASSET = Natural logaifassets of the auditee
ROE = Return on Equity
it= Component error term giventasg
bo= Intercept
b1,b2. . .7= Parametefs being investigated
The subscriptgindt refer to the credsnension and time series dimension of the model respectively,
explaining the panel nature of the model

Measurement of Variable
Table 3.1: Measurement of Study Variables

Variable Definition Measurement Expected
Sign

Dependent

LOGFEE (Audit Fee) Natural log of Banks annual Audit Fee

Independent

CAR(Capital Risk) Weighted Capital Adequacy ratio -+

COMP (Complexity) Demand deposit/Total deposit +

NPLR (Credit risk) Nonperforming loan/Total Loan +

EFFI (Mgt. Efficiency) | Total operating expense/ Total revenue -
IFRS (Compliance with | Dummy Variable, 1 if adopted and O if othg +

IFRS)
Control
LOGASSET Natural log of total asset +
ROE (Profitability) Profits attributabl +

SourceGenerated by the Researcher from Previous StudetsafF@0ddel; Soyemi&Olowookere,
2013;Akinpaual, 2013; &Tamrat, 2014).

Data analysis and discussion of results

Presentation of PreliminaryTest Statistics
Table 4.1: Variance Inflation Factor

Variable VIF 1/VIF
LOGASSET 1.47 0.679755
IFRS 1.34 0.746911
NPLR 1.21 0.826879
ROE 1.09 0.920290
COMP 1.06 0.944241
EFFI 1.02 0.983985
Mean VIF 1.20

Source: Authorés Computati on, 2018

Table 4.1 brings out in clearer terms the extent to which the standard error of regression coefficients
be inflated due to relationship between the predictor variables. In other words, the variance inflation fe
were conducted to measure the ddgreeelation between one independent variable and another. As a
rule of thumb (Kennedy 1992; Hair, Anderson, Tathamé& Black, 1995; &Rogerson, 2001), a VIF in exc:
5 calls for further investigation whereas a VIF of at least 10 is suggestiegreé seventinearity
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between the predictors of interest which requires correction. A VIF of exactly 1 implies that there is ab:
of correlation. As can be seen from the table, the VIFs were slightly greater thanl meaning that there
relationspibetween the predictor variables. This is supported by tolerance levels (TOLs) which is 1
inverse of VIFs, the results being significantly higher than the common threshold of 0.20. Hence, there
tendency that the standard errors of the regoeffsitents would have been erroneously inflated.

Table 4.3 Hausman Test

Correlated Random Effedeusman Test
Equation: Untitled

Test crossection random effects

ChiSq
Test Summary Statisti ChiSqg. d. Prob.
Crosssection random 10.7819¢ 7 0.148
Source: Authordéds computati ol

The results of Hausman test conducted to make a choice between Fixed and Random Effects M
estimates were also presented. As shown in the table,cainotatde-yalue is higher than the
significance level of 5%, we are not inclined to reject the null hypothesis that the differences betwee
estimated parameters yielded by the two estimation techniques are not systematic. As a result, Rar
Effectsnodel produces better results for the model and is therefore adopted for this study.

Random Effects Model Estimation Results and Testing of Hypotheses
Table 4.4: Determinants of Audit Fees of Nigerian Deposit money Banks
Dependent Variable: LOGFEE

Method: Panel EGLS (Csestion random effects)

Date: 08/02/18 Time: 18:06

Sample: 2007 2016

Periods included: 10

Crosssections included: 15

Total panel (balanced) observations: 150

Variable Coefficie Std. Err t-Statisti Prob.

C 2.67857 1.77984 1.50494 0.134

CAR -0.0127¢ 0.00672 -1.9009¢ 0.059

COMP 0.0104¢ 0.00224 4.6669¢€ 0.000

EFFI -0.00057 0.0032C 0.1779¢ 0.859

IFRS 0.2592C 0.1374C 1.88648 0.061

NPLR 0.02014 0.00327 6.14612 0.000
LOGASSET 0.4519¢ 0.1527C 2.95992 0.003

ROE 0.0003¢t 0.00151 0.23504 0.814
R-squared 0.7368< Mean dependent var 8.05477
Adjusted Bquared 0.7153% S.D. dependent var 0.73732
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S.E. of regression 0.6935C Sum squaredsid 68.294¢€

F-statistic 3.7749% DurbinNatson stat 1.98127
Prob(Fstatistic) 0.00087
Source: Authorés Computation, 2018

Table 4.4gives a comparison of the Fixed and Random Effects estimates.

Random Effects model results wgexd to evaluate the factors determining external audit fees in
guotedNigerian deposit money banks. The results in Table 4.3 showed that audit fee (LOGFEE) f
negative relationship with capital risk (CAR). This means that audit fee deciaassk. Witlkecapit
significance of this negative effect is establisdtatisig ©f..901. As a result, the null hypothesis of

no significant effect can be rejected at10% level of significance. So in marginal effect terms, increase
in capital risk uld induce a decrease of 0.013% in audit fee provided that all other factors are hel
constant.

Conversely, the table depicts that audit fee is positively related to complexity of banks operations (C(
at a significance level of 1%. This implies| tigbathesis of no significant influence of operational
complexity on external audit fees is rejectedsthtestic ©f 4.667. Therefore, audit fee increases with

the level of complexity in the Nigerian deposit money banks operations. In gaaonoomEatez o

0.0105% in external audit fees is expected if the complexity of banks operations in terms of transa
volume increases by 1%,assuming that all other things being equal.

Similarly, the results indicate a direct relationship betvesearaliddoption of International Financial
Reporting Standards (IFRS). The significance of this relationship is estabibsicenf by886. Given

a pvalue of 0.0613, the null hypothesis of no significant effect of IFRS adoption bieesteanal audi
be rejected at 10%. Hence, audit fee increases with adoption of IFRS.

In addition, the table shows that external audit fee is positively correlated with credit risk (NPLR).
significance of this relationship is establisistatisycto.146. So the null hypothesis that external
audit fee is not significantly affected by credit risk is rejected at 1% level of significance. The marginal
then shows that external audit fee will increase by 0.020% if the credit risk builgpaginigyall%, s

other factors remain the same.

Nevertheless, the association between audit fee and total asset is positive and sigatfitant; given a t
of 2.960. By implication, audit fees would ceteris paribus increase by 0.452% ifappréziat@assets

by 1%. On the contrary, while audit fee has a negative relationship with management efficiency
(EFF), its relationship with return on equity (ROE) is positive but not statistically significant given t
statistics 060.178 and 0.235spectively. Consequently, the null hypothesis of no significant effect of
management efficiency on audit fees is hereby accepted.

For the goodness of fit of the modelStheafed value of 0.7369 shows that 73.69% of the systematic
variations in audie$ were explained by variations in the predictor variables of interest. Overall, the joi
significance of all the variables in the model is brought to ligtatisyichef B.775. Based on this, the

null hypothesis that the predictor variablest goetly significant can be rejected at 1% level of
significance. Therefore, it can be concluded that capital risk, complexity of banking operatic
management efficiency, reporting requirements of IFRS, credit risk, size, and profitability are signif
factors affecting audit fees in the Nigerian deposit moneybank.
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Conclusions

The study revealed that capital risks of banks have a significant negative relationship with audit f
Additionally, complexity of banks operations had a signdicanp reigtt audit fees but on a positive
direction. Similarly, credit risks of banks showed a significant positive relationship with audit fee \
efficiency of banks management did not appear significant in affecting audit fees deterrsination. As re
IFRS adoption, it revealed a significant positive relationship with audit fees. Finally, banks size also st
a significant positive relationship with audit fees while banks profitability exhibited no signific
relationship.

From the foregoing caichs, it is recommended that auditors of banks consider factors which are
important to regulatory bodies. Although, the study finds that salient factors such as capital and credit
were considered by auditors while determining audit fees, gdesgunate abbanks management
efficiency which is also important to regul at
interest in the course of determining audit fees would help auditors focus on important areas, the
avoiding cadgtlitigation associated with audit failure.
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Abstract

The broad objective of this study is to investigate the factors affecting audit delay in Nigerian listed f
The research population consistgI8%llisted firms on the Nigerian Stock Exchange in year 2014. A
sample of 66 firms was selected for the study using the convenience sampling technique. The p
regression analysis is the technique for data analysis. The study finds firtalsitty aschpgztive

and statistically significant while women in audit committee are found to be negative but insignificant re
with audit delay. The study recommends large firm size for the Nigerian listed companies since
bestows reputation armatease resources which collectively act to reduce reporting lag.

Keywordaudit report lag, firm size, audit committee, profitability, audit firm type.

Introduction

One reliable resource that can be used for decision making is audited finas Cidlesteerient
relevance of accounting information is based on its qualitative characteristics of timeliness. Delz
di sclosure of an auditords opinion on the tr.!
increase the uncertainty ime@stment decision (Standish, 1975). Consequently, this may adversely
affect investors confidence in the capital market as experience shows that timeliness critically affect
investors chance of being defrauded, the degree of uncertainty tievalesioremas well as the
expected payoff. This delay may encourage certain investors to acquire a costly private pre disclost
information and exploit their private information at the expense of the less informed investors (Abc
1996). Delay audit report may affect stakeholders in decisions and predictions. The accuracy of financ
reporting of publicly traded companies is affected by the auditors timeliness in completing the &
assignment. Timely prepared and reporting of the auchinregbrénce the value of financial
statements for users (Carslaw & Kaplan, 1991).

Despite the regulatory framework and companies law mandating publicly listed companies to release
report within specified dates. Companies and Allied Mattel&, &0 Aermits a period of six (6)

months, the Corporate Affairs Commission and Securities and Exchange Commission requires p
companies to issue audited annual financial statements to stakeholders within three (3) months after
financial ye@rend, most companies publicly listed have failed to comply with these specified dates. T

114


mailto:fohiokha@yahoo.com

motivation for this paper is derived froni ateomdjng problem of a lack of timely release of the audit
report in Nigeria.

A rapid growth of the Nigeriaroegomay imply a growing array of domestic and international investors
will be interested in receiving timely and reliable information. There are volume of extant literatur
factors that influence audit delay but there exists mixed results diemvphiter same findings report
positive relationship between audit delay and profits (Dyer & McHugh, 1975) others found a neg:
relationship (Ibadin & Dabor, 2013); others found a negative relationship between audit delay and con
size (Ahmad & Kaodin, 2003); audit firm size Gilling, (1997); Ibadin and Dabor, (2013) and Ibadin an
Afensimi (2015) found a positive relationship between audit delay and company size and audit firm
respectively.

Against the backdrop there exists a knowledgehgsvetudy intends to fill.

The remainder of the paper is organised as follows: following the introduction is section two which fo
on the review of the extant literature; section three addresses the methodology; section four present
estimatin results and discussion while section five focuses on conclusion and recommendations.

Literature Review

Mohammed, Mashid, Keramatolla, Gholam and Faramarz (2013) saw audit delay to denote elapsed
between the close of a yeand and the end of iafidld work; the latter is usually the date on which
substantial audit tests are completed, and the auditors leave the clients premised. Audit delay is the |
of time in audit completion from the closing date of the financial year to tla¢ecofpketatedchal

auditors report (Ashton, Willingham & Elliot, 1987). Audit delay is the time needed to complete the
process until the publication of the audited statements which is calculated from the date of publicati
the annual financiatements of company (Sari & Supadmi, 2014).

Dyer and McHugh (1975) stated that the cause of the length of time in financial examination by the al
is due to the difference in accounting and auditing issues between the clients, management and
audiors. The disagreement between the clients, management and the auditor is often triggered by
conflict of interest between the two parties. Lawrence and Bryan (1998) argued that audit delay is ce
by the length of time in the audit process dieditileaimeliness of financial reporting.

Audit delay is measured by a dummy variable that has a value of one if the audit reports are delayec
zero if the audit reports are presented on time (Bambang, Abukosim, Mukhtarudin & Imam, 2013). I
study audit delay which is also referred to as audit report lag is measured as the length of audit compl
time (in a number of days) starting from the end of the reporting period until the date the audit rep
issued.

Audit Delay and Company Size

Thesize of firm can have an influence on the timely submission of financial information in various way
example, size can influence the agency costs that firms bear; in the time invested in the proces
auditing; in the cost of producing and publishimigrmation. Size can be regarded as proxy for
information asymmetry between managers and outside investors. Titman and Wessels (1988) arguet
larger firms are more diversified and less susceptible to liquidate than small ones. Thimsuggests tha
size is an inverse proxy for the profitability of bankruptcy and hence, larger firms have higher debt caj
and can borrow at more favourableaulested interest rates than smaller firms. Singhvi and Desai
(1971) observed that there is & datatonship between the size of a firm and its timeliness in the
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dissemination of its accounts giving rise to the testable hypothesis that larger firms disseminate
information more promptly.

Larger firms have more extensive and complex ateauntsten. It could be thought that the auditors

of these companies need more time and that this is more likely to cause a delay in releasing the accc
However, the larger companies employ more staff, which should reduce the time needed for auc
(Garsombke, 1981). These are economies of scale in auditing a large company. Ashton et al. (1!
argued that the greater volume of audit work might not necessarily lead to longer audit delay, as the a
has flexibility in timing the audit work.Besgisifirms being politically visible, having more external
stakeholders, being more closely monitored by analysts having more to lose from a negative si
provided by a longer than expected audit delay, and being able to exert pressute ergbdit@uditor

the audit process, have incentives to opt for smaller audit ladk@Nareswar Ahmed, 2005).

Empirical evidence is overwhelmingly in favour of negative relationship between audit delay and con
size (Abdulla, 1996, Shukeri & Isl&nibbya & lyafekhe 2014). Courtis (1979) and Simnett (1995)
found no significance for company size in explaining audit delay.The multivariate results of (Schwa
So00 1996, Ibadin & Dabor, 2013 and Mohammed, et al. 2013) found a dirediwedationsipaine

size and audit delay.

H1: There is no significant relationship between company size and audit delay.

Audit Committee Gender composition and Audit delay

Diversity on the committee is clearly well encouraged in corporate governancie titeeasitseas

is often advocated includes: the combination of executive, indepene®tdcatide ndinectors,

diversity of experience and expertise skill (Carter, Simkins & Simpson, 2003). Gender is a se
characteristics that is consideradglisti s hi ng bet ween men and women
sex or gender identity (Rini & Deliona, 2011). Gender diversity is becoming a strategic issue as S
institutional investors are beginning to see gender diversity as a cruciatdnterstmexitt policy

(Carter, et al. 2003).

Adams and Ferreira (2009) observed that gender diversity in boards has significant effects on board i
Women appear to behave differently than men with respect to attendance behaviour of more direc
fenale directors are also more likely to sit on moniédaitegl committees than male directors. In

particular women are more likely to be assigned to audit nominating and corporate governance commi

In Nigeria, section 359isséction 4 of CAMAQZDvested the responsibility of examining the report of
the auditor on the audit committee and made recommendations thereon to members in the annual ge
meeting as it may think fit. Since every public company is expected to set up an audg tmmmittee s
enhance the integrity of financi al statements
the more timely the audit report is made available to shareholders and other stakeholders.

Amanatullah, Shropshire, Erikai and Lee i@odd}feat women play their roles according to the social
attributes and distinguish them from the me |
completion. The higher percentage of female gender in the composition of the audit cemmittee, the
improvement the timeliness of financial reporting. The greater the number and competence of &
committee members the greater the force in improving the quality of reports by reducing the possibil
misstatements (Aditya, 2012).
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Sari and Supadn®12) examined the effects of gender composition an audit committee on audit delay
75 listed companies on IDX for 2012 financial year; and the result showed that statistically gender
committee has negative and significant effect on auditsddémgribés that the presence of the

feminine gender in the composition of audit committee plays a role in shortening the time span of
assignment completion. Aditya (2012) stated that the competences of audit committee members infl
audit repolag and that gender composition in audit committee has a negative influence on audit delay.

H2: There is no significant relationship between gender composition of audit committee and audit dela

Audit firm type and Audit delay

Auditor type can influengaditadelay. Auditors are classified into Big FousBagdowsnThe Big four

refers to KPMG, Ernest and Young, Pricewater House Coopers and Akintola, Deloitte and Touche.
(2009) showed that larger audit firms have a stronger motivatientiheicevopkedn time in order to
maintain their reputation and name. The larger audit firms normally have more efficient audit team as
have more resources to conduct trainings for their staff and employ better audit technologies whicl
reduce theme of audit work (Owiissah & Leventis, 2006)i Bagr firms complete their audit work

faster than the nbmig four audit firms, companies audited by the Big four audit firms tend to have
shorter audit delay because they are big companas, d@hls to employ a larger number of
employees; and since they are large firms it is assumed that they are able to audit more efficiently
effectively and have greater flexibility in scheduling the audits so that it can be completed on time (St
&lslam, 2012).

Gilling (1977) found a significant positive relationship between the auditor type and audit delay. Most
studies also found a negative relationship between audit firm size and audit delay (Ahmad and Kama
2003; OwusuAnsah &eventis, 2006; and Shukeri and Nelson, 2011). Davies and Whittred (1980) foun
no significant association between audit firm size and audit delay. This was also found in the studi
(Garsombke, 1981 and Carslaw & Kaplan, 1991).

H3: There is sa@nificant relationship between audit firm type and audit delay.

Firm Operational Complexity and Audit Delay

Complexity is today often considered the fastest business buefecisia current common reality

but not lasting one. The industrycto avbompany is classified can be the cause of its submission being
more or less timely. The adoption of differentiimdlzgég accounting measurement, valuation and
disclosure techniques and policies may cause delay in preparing accountsmpteauddustries.
Therefore, the time to perform the work may be longer for the companies having complex operat
process than other companies.

Givoly and Palmon (1982) found an improvement in the timeliness of annual reports as the result froi
study indicated that reporting delay appeared to be more closely associated to industry patterns. i.e
delay is positively associated with operational complexity. Ashton, et al. (1987) found that firms opera
complexity is significantly relatedawdit delay i.e positively related. Fagbemi and Uadiale (2011)
examined the determinants of timeliness of the audit report in Nigetigfiusigsholisted public
companies and found that there is a positive relationship between finsltiaksepbrts and

business complexity, but statistically insignificant. Bambang et al. (2013) found that there is signif
effect of complexity of operations on the timeliness of financial reports.

H4: There is no significant relationship betweparfitional complexity and audit delay.
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Firm Financial Performance and Audit Delay.

A firm financial performance measures how well a firm is using resources at its disposal to gene
revenue. It is natural that managers would be more williggao repest (profit) faster than reporting

bad news (loss) as a result of the impact such news could have on the firms share price and o
indicators (lyoha, 2012).

Adelberg (1979) found that narrative disclosure in corporate annual reporty anedke doenatex

to communicate bad news and made more lucid and easily understandable to communicate good r
Waresul Karim and Ahmed (2005) argued that in years fofiipgtompanies are likely to feel more
confident to face the shareholderis thiter years. Therefore, at least, meeting lag should be minimal in
profitable years. The audit delay could also be shorter in profit years compared to the loss years as
would be less perceived audit risk in profit years.

Some studies indicatgubsitive relationship between profitability and audit delay (Ahmad & Kamarudin
2003; Cheng, 2006; Courtis, 1976; Dyer & McHugh, 1975). Whereas other researches indicated a net
correlation between profitability and audit delay (Almosa & Aladhbas&200[&r, 2004).

H5: There is no significant relationship betw

Theoretical Review

The framework for the analysis of the ¢geter mi
The stakehol derds theory evolved from the age
relationship between the agent (Professional Managers) and the principal (shareholders) under w
shareholders delegate responsibilities to wopadfenanagers to run their business. Freeman (1984,
p.120) defined stakeholder theory as a fitheo

addresses morals and valwues i n managing an o
purpose of corporate governance should be to satisfy as far as possible, the objectives of all
stakehol der, stakehol der s each have their e

management should attempt to satisfy. This means thatdheréni®ignation demand on the entity;

this, therefore, places greater demands on the auditor to ensure a true and fair representativeness c
audit report. I't is expected that audi heor s wi
interest of all the major stakeholders are protected, hence, delay if the stakeholders are significant.

Methodology

The study was promised on the positivist philosophy which entails working with an observable social |
the deductive research agprdahich theories provided the basis of explanation, allow for the prediction
and control of phenomenon). The research design employed in this study is the survey design sinc
researcher has no control over the variables regarding being altdg¢etdheranipbe population of

the study comprising the universe of companies quoted on the Nigeria Stock Exchange (189) a
December, 2014. The convenience sampling method was adopted in the-siR(i66) cirsixtiye
judgemental sampling methbgesively in the selection of the companies). Data for the study were time
series converging 2008 to 2014 which is seven (7) years seddianassonverging sity(66)

companies on the NSE. The data were sourced from the content analysisalofirthecial
statements for the relevant years of sampling companies. The choice of panel data approach is pror
on the fact that it provides larger data points increase the degree of freedom and reduces the proble
collinearly of the explanatngbles. Data analysis was donedy 8.
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The functional relationship that exist between audit delay as the dependent variable and the explan
variable (company size, gender composition on audit committee audit firm type, operatohal complexit
firm financial performance in this study is depicted as;

AUDITLAG= bo+ 1 HSBIZE+ 2AUDCFEM :AUDTYRE 4 b
COMPLEXITY sHATMARGIN it %

Where

AUDTLAG= Audit delay,

FSI ZE=Log of companyds total assets

AUDCFEM= Women on audit teemi

AUDTYPE= Audit Firm type

COMPLEXITY= Firm Operational Complexity, Firm financial performance

PATMARGIN

|I= Sampled Companies

t=time covered

x=error term

ESTIMATION RESULTS AND DISCUSSION

Estimation Result

Descriptive Statistics

Table 1Results of the Descriptive Statistics for Nigeria Companies

AUDTLA{ AUDCFEN PAT_MAGI| COMPLEXIT| FSIZE | AUDTYPH
Mean 111.668{ 0.497835 0.073377 0.312518 | 7.266213 0.709957
Median 90.00004 0.000000f 0.070000 0.240000 | 7.08500(¢ 1.000000
Maximum 362.000¢ 2.000000f 1.240000 1.050000 | 9.64000¢ 1.000000
Minimum 41.0000¢ 0.0000007 -1.780000 0.000400 | 4.94000(¢ 0.000000
Std. Dev. 54.0289] 0.647870] 0.208451 0.255837 | 1.00048] 0.454274
Skewness | 2.02508{ 0.942351] -1.939610 0.543088 | 0.39932( -0.925364
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Kurtosis 7.73702] 2.774996| 22.86846 2.128824 | 2.36525] 1.856298
JarqueBera | 747.733y 69.35252| 7888.728 37.32050 | 20.03409 91.11498
Probability | 0.000004 0.000000] 0.000000 0.000000 | 0.00004% 0.000000
Sum 51591.0¢ 230.0000f 33.90000 144.3833 | 3356.99( 328.0000
Sum Sg. De{ 134571¢q 193.4978 20.03133 30.17363 | 461.44471 95.13420
Observationy 462 462 462 462 462 462

Source: Researchers Computatioewm(& 8) 2016.

The result of the descriptive statistics shows that the mean audit delay in Nigeria companies is 112
with a maximum of 362 days and a minimum of 41 days.-BamJtajistic, test the normality of the
regression variables reported large valubs associated probabilities are significant which implies that
the variables follow the standard normal distribution. The rdara Jediséic of audit report lag
(AUDTLAG) is 747.7339%andtignificant probability vadue000000. AuditoetypUDTYPE) reported

a Jarqudera value of 91 and associated probability of Ul¥®@a06ity of the Gaussian normality
residuals of the estimation is further reinforced bghtéygedetistogramFig. 1ExcepAUDTLAG

and PAT_MAGINyhich are leptokurtic (positive excess kurtosis), the other regression variables ar
platykurtic (negative excess regression variables). Kurtosis measures plealdegistilodtion.

The regression dat® positively skewed; thevident in ¢hhistogram normality test in Fig. 1 which
shows that the distribution is skewed to the right. The standard deviation i thiatizelgtdesll

excepthe dependent variable of AUDTLAG with a standard deviation of 54.02892. Thasmplication of
is that the variables are clustered around their mean values and hence very reliable. The maximum nt
of womennthe audit committee of Nigerian firms (AUDCFEMa is@anithalue 0.497835 which

shows low women representatithe audit camttee. The audit type withean valug 0.709957

shows that about 71% of the companies undezrimauslitday the Big 4 audit firms.
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30 | Std. Dev. 37.92019
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Fig. 1. Result of the Histogram Normality Test.

The mean JargBera value 878.9639 and the associated probability value of 0.000000 is a reflection of
the normality of the regression variables. The average Kurtosis of 6.255840 shows that the variables
averagare leptokurtic. These results further strengthenedstbethesdiscriptive statistics in Table

2.

Correlation coefficient and variance inflation factor
Table 2: Results of the Coefficient of Correlation
Covariance Analysis: Ordinary

Date: 11/28/16 Time: 13:07
Sample: 2008014

Includedbservations: 462

Correlation

t-Statistic

Probability AUDTLAG AUDCFEM PAT_MAGI| COMPLEXIT| FSIZE |AUDTYP
AUDTLAG 1.0000d

AUDCFEM -0.03004 1.0000(
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0.6446d = -

0.519) -

[PAT_MAGIN -0.32764 0.04084 1.0000(¢

-7.43784 0.87691 -

0.000 0381 @ -

COMPLEXIT -0.21594 -0.11354 0.0514§ 1.00000

-4.7435§ -2.45107 1.10564  -----

0.000 0.014 0.269f = -

[FSIZE -0.2741§ 0.0716¢ 0.3312( -0.13403) 1.0000d

-6.1150(¢ 1.5415(C 7.5284¢ -2.9005¢ -

0.000 0.123 0.000 0.003] = ----

AUDTYPE -0.1357§ 0.1379(¢ 0.05457 0.11959 0.434571 1.0000d

-2.93944 2.98617 1.17227 2.58349 10.3484  -----

0.003 0.003 0.241 0.010 0.000f -

Source: Researchers Computatiie\s 8) 2016.

The correlation coefficient between the dependent and explanatory variables in the sample of Nig
companies is negative and signéxegpthe variable of the number of women in audit committee
(AUDCFEM), which is statistically insignificant, having reported a probability value of 0.5195. The hi
probability value is between the variable of audit type and firm size, efith i QaLIibir4.
Consistent with Bryman and Cramer (1997), the result of the coefficient of correlation is not indicati
any problem of multicollinearity since none is above the threshold of 0.80. The result of the coefficie
correlatiois furthestrengthendu/ theoutcomef the variance inflation factor reported in Table 3.
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Variance inflation factor
Table 3: Results of Test of Variance Inflation Factor

\Variance Inflation Factors
Date: 11/28/16 Time: 13:22
Sample:-462
Includedbservations: 462
Coefficient Uncentered Centered

Variable Variance VIF VIF
C 372.7379 72.24706 NA
AUDCFEM 12.81367 1.655766 1.040218
IPAT_MAGIN 137.6782 1.300723 1.157043
COMPLEXITY 86.77272 2.741131 1.098463
IFSIZE 7.651940 79.78905 1.481378
AUDTYPE 33.44544 4.602411 1.334898

Source: Researchers Computatiie\s 8) 2016.

The centered variance inflation factor has an average value of 1.2224 which is not significantly diff
from i.0000 and indicates the absence of multicollinearity in the regression variables. AUDTYPE h
centered VIF of 1.994898. Complexity 1.688488DCFEM 1.040218. The values are relatively low
and below the benchmark of 10, above which fegieupr@blem of multicollinearity.

Regression Assumption Tests
Table 4: Regression Diagnostics

Regression Test F-Statistic Probability
Ramsey RESET 0.333793 0.5637
Serial Correlation 1.512134 0.0946
Heteroskedasticity 9.276585 0.0000

Source: Researchers Computatiievs 8) 2016.

The accuracy of the regression model and by implication the regression result isragutisifon of the
the diagnostic tests. To achieve this, we carried out the usual regression assumoptnatitiests
using the histogram test of norrheligrpskedasticiiging the BreusehagarGodfrey test, model
misspecification using the RamseyTRESFand serial correlation using the BBadfchy test. The
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result of the test of heteroskedasticity could not reject the null hypothesis of equal error variance sinc
F-statistic of 9.27658Gdthe probability value of 0.0000 are botharmbsigmificant at the 5% level.
However, the presence of heteroskedasticity does not result in biased parameter estimates. The res
the Ramsey regression specification error test could not sustain the nulhhypotiodssiotiel.

The testeported-Btatistic of 0.333793 and a probability value of 0.5637 which are both insignificant. Tt
implication is that thgressiomodels well specified

Analysis of the Regression Result

Preliminary specification tests
Table 5: Results of Hteisman Test
Correlated Random Effedeusman Test

Equation: Untitled

Test crossection random effects

Test Summary ChiSq. Statis ChiSq. d. Prob

Crosssection random 24.6654¢ 5 0.000

Source: Researchers Computatievfs 8) 2016.

The panel regression analysiaseadn a balanced panel data with annual data from 66 firms listed on
the Nigerian Stock Exchange for the period 2008 to 2014 comprising 462 observations. Table 6 pre
result for a Hausman specification test ai rardos fixed effect. The Hausmada teqtiirech

situations where the number ofsgoisnal units in this case 66 companies, is large compared to the
time perionh this case 7 years. The test presents estinsafedrehialue of 0.0002 wiiphdas that

there is a systematic difference between the coefficients of the fixed and random effect models. Ther
our preferred model specification is thefféeedodel

Table 6: Results of the C8astion Fixed Effect Model
Dependent VarialA&IDTLAG

Method: Panel Least Squares
Date: 11/28/16 Time: 13:14
Sample: 20a814

Periods included: 7
Crosssections included: 66

Total panel (balanced) observations: 462

Variable Coefficie Std. Errg t-Statist Prob.

C 315.359 102.03§ 3.0906( 0.002
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AUDCFEM -4.07144 5.50547 -0.73953 0.460
[PAT_MAGIN -37.797§ 11.86371 -3.1860(0 0.001
COMPLEXITY -18.9933 24.6739 -0.769771 0.441
[FSIZE -31.9374 14.0944 -2.26594 0.024
AUDTYPE 55.0854 11.4179 4.82444 0.000

Effects Specification

Crosssection fixed (dummy variables)

[R-squared 0.5074Q0 Mean dependent var 111.668
Adjusted Rquared 0.41921 S.D. dependent var 54.0289
S.E. of regression 41.1749 Akaike info criterion 10.4140
Sum squaredsid 662890] Schwarz criterion 11.0495
|Log likelihood -2334.64 HannasQuinrcriter 10.6642
|F-statistic 5.75369 DurbirVatson stat 1.82736
|Prob(%tatistic) 0.0000(

Source: Researchers Computatiie\s 8) 2016.

Table 6 presents thsulbf the fixed effect model. The adjustpaied value of 0.419219 shows that

42% of the systematic esessional variation in the dependent variable of audit report lagas explained
predictedby the explanatory variabfesudit committee female represerpatittapilitgf the firm,
complexityf the firm, the firm size, and the auditor type. The coefficient of determinationfis a goodness
fit measure of the extent to which the linear regression equatiata.fifhewdjlsteds@uared

value of 42% is consistent with earlier studies by llaboya and lyafekhe (2014) which fported adjust
squaredalue of 42.3%. The result is also not significantly different from tAasah@uddieventis

(2006) whickported adjust®squaredalue of 38%. Even though it differs significantly from the 29.3%
reported by lyoha (2012).

On the basis of the overall statistical significance of the model, we obsetatigtatothe. F53694

with a probability valti6.600000<0.005 at the 95% confidence interval is indicative of a significant linee
relationship betweenrggressandf audit report lag and the regressoBuitiVatsorstatistics of

1.827369 is relatively close to the 2.00 benchmark awe ofditet absence foktorder
autocorrelation in the regression residuals.

The study found that firm size is negative and statistically significant with a robt&1.@83%itient of
t-value 02.265946 armrobabilityalue of 0. 0240. The captn of this finding is that the size of the
firm does not necessarily result in audit report lag. The justifichktidm@srttras larger firms have
somuchresources at their disposal to hire experts, putsimtplaesternal control amanism that
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will at the end facilitate the work of the external auditors. The reputation of the lar¢ermsngpanies
public confidence also require them to meet public expectations by reducing the level of audit repor
Timeliness is a quaiiaicharacteristicfiolanciastatement. Therefore, firms, irrespective of size, are
requiredo comply compulsoilth the relevant reporting standards. Therefore, the negative relationship
between audit report lag and firm size may not be unexpected.

The robust negatiradationshipetween profits margin, a proxy for firm performance is beyond the
likelihood of chance. From extant literature, it has been established that profit making organisation:
likely to publish their good news fastdostraakingorganisations who may be wary Okelhye

reputation liability arising from the badfniegsss position of the organisation.

The robust positive relationship between the vaaabie fiofitype and audit report lag is not
unexpectedhis idecause about 71% of the sample under consimtaditday the Big 4 audit

firms. The implication of the result is that the use of Big 4tandddiingease the level of audit

delay in the sample study. The tlasd, of th&ig 4 audit firms in Nigeasiapo high, and the
reputatiofor delivering quality audit and the fact that most of the companies have 31 December as tf
year end, put too much pressure on the Big 4 atdiefpressure overstretches their captcity

fewer people attending to too much volume of work and hence the delay.

The relationship between women representation in audit committee and audit report lag is negative
statistically insignificant having repdxtaldie 040.739538. The imation of this is that Women in the

board tend to reduce the extent of audit report lag. The justification for this finding is that women tel
work more carefully and neatly in completing their tasks and tend to do the task better than men (A
2012.

The relationship between firm complexity and audit report lag is negative and statistically insignifican
result shows that theranisnsignificarglationship which is consistent with extant literature even though
some others find a signifiedationshipetween operational complexity and audit report lag (Ashton et
al., 1987)

Conclusion

The paper sheds light on the determinants of audit report delay in a sample of 66 firms listed on
Nigerian Stock Exchange. The study revealed that @hetatistically significant and negative
relationship between profitability, company size and audit delay; a negative but insignificant relatior
between gender composition of the audit committee and audit delay. The study found a positive
signficant relationship between audit firm type and audit delay. From the study, it can be concluded
inferred that larger companies have greater incentives to reduce both reporting delay and audit delay
they are closely monitored by investorsurtiade and regulatory agencies. Hence, the study
recommends large firm status for Nigerian listed companies since size bestows reputation and incr
resources which collectively act to reduce audit report lag.

The study is limited by the fact thedstristed to compéamglated and auditelated characteristics
and the broader economic, institutional factors of law enforcement, governance and commerce tha
significantly influence auditing process are not considered.
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Abstract

This study examines the impact of internal control system on the financial effectiveness of ter
institutions in Nigeria. This is with the view of ascertaining vgtkémengtoémternal control system

in tertiary institutions can have any effect on financial effectiveness. The study used a survey rese
design. Data were collected using structured questionnaire administered to bursary staff of selected te
insttutions. This study employed quantitative method of data analysis using the regression analysis
the aid of the Statistical Package for Social Science (SPSS). The Ordinary Least Square Method was
to examine the impact of internal control cial feféectiveness. The findings showed that tertiary
institutions with effective internal control unit make proper use of their finances. Based on this, it
observed that internal control significantly affects usage of capital grants, acesymelzuesrsurpl
subvention, revenue from fees and investment policy. Hence, it was recommended that proper checl
balance of all financial transactions should be encouraged and that disbursement of funds to ter
institutions should be implementéiguated in the National Policy on Education.

Keyword<apital Grant, Financial Effectiveness, Internal Control, Tertiary Institutions

Introduction

Internal control system has gained importance especially in the public sector. This ipuaislia result of its

interest and the preservation of government assets. However, this usually reflects the public funds. H
since public money represents a cornerstone in the survival of any country, only the internal control
became the first line of defearcerotecting and managing government assets. It also helps to prevent

them from manipulation and corruption which is a usual occurrence in the government sector (Ghneit
Siam, 2011). Many government sectors in recent time in Nigeria have bediffecsitancial

scandals and misappropriation. One of such sectors that is at the forefront is the educational sector.

Education in Nigerian is currently in crisis, because of alleged insufficient fund allocation to Ter
education (Adewale,yAfa Enikanoselu, 2004). Education sectors complaxfuotimgdeshile the
government accuses the sector of improper utilization of available resources. The donor suggestec
capital grant on education should be reduced. At the same timayihgehesnges at the education

level. Moreover, there are increasing complaints about poor standard of education at a period w
globalization demands much from the educational system in term of preparation of skilful labour f
(Adewale, etal 20@yrrently, there is-lewel of University Education funding and it is often a recurrent
debatable issue among stakeholders with its effects on quality of university education in Nigeria. The
Bank study reported that the problem of higher duhacetiog, particularly university education is
more acute in Africa than the rest of the world. (World Bank 2010 in Olayiwola, 2010).
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Government funding of education is very important in most, if not all countries because education is
as a social sace and government allocate a sizeable proportion of their annual budget to the provisior
and finance of education. According to Benedict (2007), when capital grant is paid to institution of h
learning, it is meant for the erection or construnawrbuilding, carrying out of major repairs of old
structures and the purchase of hardware, school equipment such as laboratory equipment, etc. The ar
of capital grant changes from year to year.

The important of adequate financing of educatbbheavestressed. Ozigi (1977) argued that no
organization could carry out its functions effectively without adequate financial resources at its disj
.Money is needed to pay staff, maintain the plant and keep the service going. This tadyument supp
earlier findings that finance is of vital importance to education and economic growth (Sheehan, 1
Eaton, and Nofsinger, 2000; Taggert, 2003). However, people have claimed that funds availability to t
institutions is as equally importamisasgrg that such funds are well utilised. That is, Nigerian tertiary
institutions are seen to be capable of only demanding for more funds without given appropriate accou
the previous funds collected. This is as a result of poor internalccatetioldksmany tertiary
institutions which has given room to fraudsters to loot the treasury of the institutions.

No wonder, Public Universities these days have continued to register financial mismanagement even
there are guidelines foutiization of funds (Tumwine, 2011). There is however, continued poor financia
effectiveness, where capital grants, accumulated surplus, recurrent subventions and revenue from fee
not properly utilized and rules and regulations on the use ebatcthef finance are not adhered to

and there is massive unaccounted funds (Audit General, 2008). Thus, the purpose of this study |
examine and evaluate the impact of internal control system on financial effectiveness with a vie
knowing wheth&rengthening of internal controls can have any effect on the usage of capital grant ar
usage of revenue from fees generated in tertiary institutions.

Other sections of the paper include the literature review, methodology, data analysis and findil
corclusion and recommendations.

Literature Review

Concept of Internal Control

Internal control refers to the measures instituted by an organisation so as to ensure attainment o
entityéds objectives, goal s, duresladoptedshby anoentity inT h e y
ensuring that an organisationds transactions
and misuse of organisation resources (Ndifon & Patrick 2014). According to Mwindi (2018), internal ¢
are processedesigned by those charge with governance, management, and other personnel to provi
reasonabl e assurance about the achievement o]
financial reporting, effectiveness and efficiency of opeératmongliance with applicable laws and
regulatiomlso(ARABOSAI, 2012) defined it as a set of methods and procedures used to develop effici
regulation and promote acceptance of sound policies and procedures in the Commission. This is use
checkinghe validity of information management, protection of assets, and for minimising mistakes. M
so, the Audit Committee on methods of auditing procedures which emanated from the American Instit
Certified Public Accountants (AICPA), definedantieohals "organizational plan and all methods and
procedures developed by the company management, which aim to preserve the company's assets
ensure the accuracy and correctness of accounting information, increase the reliability and operat
effic ency, and to verify the employee commitment
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Elements of the Internal Control System

Internal control system is an organizational plan for a range of actions and issues adopted by the f
whichconsists of basic elements. However, these elements must be provided by management ¢
committee in order to achieve its objectives (Rashid, 2012). They are:

Separation of Responsibilities

An established deparihmust separate the responsibilities of their employees, and even reduce possibl
fraud or inadvertent errors in the financial statements and management. Thus, it is based on
assumption hard collusion between employees or more is used in tétemyfienagmpulation or

hides any unintentional errors. If proper separation between the responsibilities of employees depen:
the separation of the functions of retained assets or possession of the evidence in the records anc
certification authy (i.e. workers who have the authority to authorize operations), the cashier who kee
cash and account manager and his staff are doing a job of proof in the records. The Director of
Administrative and Financial Department approval of thdipalngstttirector of the administrative
department. Thus, it is the person responsible for granting approvals.

Clear Lines of Authority and Responsibility

Large number of employees performs various functions in the facility. In order to achieve effective ct
over all the jobs, they must be held accountable through the allocation of specific responsibilities to sf
individuals. In addition, it mastome through the manual mode (job description and powers), which
should be known and not available to all employees.

Administrative and Organizational Plan

The system depends on the presence of an organizational plan and specific managesnieht objective
clarifies the overall framework to guide and adjust the institution activity. This is done by having
organizational structure capable of clarifyi
procedures which do not allow atoybreach internal control system through the creation of a clear link
between the different functions.

Accounting System

Accounting system is based on an integrated set of documents, records, and classified evidence
calculations taken into acc@emerally accepted accounting principles, documents, and records are

considered as an essential foundation for documenting an enterprise's operations and information s
for management decismaking. In addition, it aims at benefiting from sheA|sartithe statements

cannot imagine the success of any facility in the provision of information without installing its operatic
documents and in the records of any of its e

accounting systeninpolt contains the necessary data to prove the placement of each process in the
institution. They are documenting what is going on from the activities and daily operations. Base:
registration records and the issuing of various reports requigesneynnaaribird parties (externally),

great care should be taken by the employee. Group accounting books is the basic support of
accounting system. Thus, it is considered as a tool for recording, analysis, and presentation. Furtherm
also serveas a means for the preparation of financial statements and various reports that serve multi
objectives.

Protect Assets and Records
Institutions must have the necessary capabilities and procedures to protect and prevent all of the a
and recals from damage, loss, waste, and misuse. Therefore, this is done through written instructic
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shown through work methods, protection procedures, and the fgllevr sonnel 6s ¢ ommi
instructions. Thus, these instructions include savingooeshegpand deposit in the bank, and the
procedures for organizing stores. In addition, it helps to protect them from theft and manipulation, as w
noncurrent assets. For the records, it must be kept in places to prevent unauthorized access and r
illegal adjustments. Also, a second copy of the records should be kept in the case of possible work.

The Efficiency and Integrity of Staff

The effectiveness of internal control depends on the efficiency and integrity of the employees in
institubns. Thus, this is despite the clarity of authority, lines of responsibility, and the correct distributic
jobs in accordance with the internal control system. However, there is a failure of any system in achi
its objectives due to inefficienthye adecretariat staff in the institution to perform the responsibilities
entrusted to them. Internal control system may be a good and effective to talented and qualified staf
Trustees. Although this system does not include specific detaikadf@uttionties, it must therefore

follow institution policy in hiring new employees or upgrading existing employees. This is done by t
into consideration the job description and qualifications required for occupancy jobs.

Financial EffectivenBsscedures and System

Owolabi (2010) says that financial effectiveness is more of installing and operating good and effi
management information systems. This is to include appropriate accounting information systems whic
take care of all pobcirules, procedures and practices as well as the physical element that are used t
record, process and communicate the financial information of an institution. A good accounting inforn
system should be able to meet the need of the managemers, somidoys, tax authority, investors,
suppliers and other stakeholders. Each of these groups should be able to collect statement of account
when required. The financial situations of these parties should be able to be confirmed at any time.
erhances confidence, trust, reliability, and therefore quality of service delivered. Safeguarding of secu
insurance policies and other valuable papers are essential.

The inquisitiveness to proffer lasting panacea teskyeoeketing alleged fisaht funds allocation

and fund mismanagement in tertiary institutions has given spur to increasing the debate on whether
strengthening of internal controls can have any effect on financial effectiveness of tertiary institutio
Nigeria. This viewed in the perspectives of developing countries.

AlHawatmeh andHdwatmeh (2016) studied the evaluation of internal control units for the effectivenes
of financial control in administrative government units. In order to achieve thieeobjed{ivasdof t

the testing of hypotheses, the researcher designed a questionnaire. This questionnaire was distribut
managers and employees in the internal control of the administrative government units. Out of the
guestionnaires distributed, 96remveered with an adoption rate of 77%. The results showed that the
assessment of internal control units for the effectiveness of financial control in administrative govern
units typically became high with an arithmetic mean (4.099) and stiand@ & tENiThe researcher
attributed this result to the data analysis, verification, and validation of the financial transactions. Bas
the results of the study, the researcher recommended the need for attention to the human element a
of the rain components of internal control system.

Ejoh and Ejom (2014) studied The Impact of Internal Control activities on Financial Performance of te
institutions in Nigeria. The study aimed at establishing the relationship between interesl control acti
and financial performance in tertiary institution in Nigeria. Using Cross River State College of Educ:
Akamkpa as the case study, it was revealed that all activities of the college are initiated by the
management regarding control actfihiestudy also found out that there is clear separation of role in
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the institutionsd finance and account departm
work done by their subordinate. Also, the study found out thatrthenamstititstatements are

audited annually by external auditors. The study results further show that there is no significant relatio
between internal control activities and financial performance of Cross River State College of Educatior
investigtion recommends proper checks and balances in all financial transactions. There should
effectiveness and efficient security network to reduce frequent theft, threat to life and property. .
recommends that management of the institution shoedreyglanizraining for staff on control
mechanism.

Adewuyi and Okemakinde (2013) studied higher education financing in Nigeria: issues and trends.
study investigated that the potential of the higher education system to act as an agent of growth
development in Nigeria is being challenged by the long standing problem of limited access, inadeq
financing, poor governance, declining quality and relevance. The argument in this paper support incre
public investment in higher education for rsang. réae study however recognizes the fact that
government alone cannot provide all the resources needed to increase access into and promote qua
higher education. This study recommends the need for alternative financial mechanisms to comple
pubic funds in higher education.

Brian (2013) studied the effect of internal control on revenue collection in Kenya Revenue authority.
study closely looks at the internal control in operation at Kenya Revenue Authority with a view to est:
whether tarnal controls have produced any meaningful results in increased collected revenue. The finc
revealed that the five components of control environment, risk assessment, control activities, inform
and communication and monitoring must be awaifdbladl! control to work. The study establishes

that weak internal controls have encouraged collusion of fraud, loss of revenue and embezzleme
collected revenue. The study therefore concludes that internal controls do function although with hic
and that there is a significant effect between internal control and revenue collection in KRA.

Abraham (2013) in his study tagged Adinternal
The study was to assess the impact of internal comteofsrrnance of Non Governmental
Organizations (NGO), case study of management sciences for health (MSH) Juba, South Sudan. The
found out that the payment procedures followed by management science for health (MSH) attract
positive response withjonity acknowledging it performed well. The internal audit function attracted a
relatively fair response with some agreeing and others not. Meanwhile majority of respondents ga
negative view about the procurement process indicating it wassfraud,tliktewiy di dndt arg
budgeting process. It was concluded therefore that internal control can affect performance of
organization. It was therefore recommended that the implementation of internal control system ca
reviewed especially in tiea af procurement and budgeting control.

In the study of Abo Dalobh (2012), it was established that the effectiveness of financial control h
positive impact on the ability of financial institutions to minimize deviations of actual expenditures frol
budget estimate and for achieving the rationalization of spending. Also, Tumwine Anne (2011) exar
internal audit function, employee attitudes and financial performance of public universities. The findi
the study revealed a significant andeposligitionship between internal audit function and financial
performance and between employee attitudes and financial performance in public universities. The
recommended that public universities should adopt strong policy measures ohitheraatiabtés o

function which are risk management and internal controls and also aim at creating a committed work
for better financial performance.
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Ubogu (2011) researched on financing higher education in Nigeria. The finding revelhéed that one o
major problems now facing educations in Nigeria is the probledomdihgindéis is because
government revenues have reduced sharply while the national economy itself is in chaos. The govern
which statutorily bears the cost of higher eputteioountry, now faces tight budget constraints due to
the collapse of the oil market, and the need to meet heavy and raising debt service obligations. The
examined the past and present trend of funding higher education in Nigeriajnheegtfatds of
funding and possible resources of funding. To sustain higher education in the country, the study sugg
that parent and guardians, the society in general; the private sector and non governmental agencies
become involved in financingaéida in the country.

Benedict (2007) researched on the Alternative Strategies for sustaining the revenue base of ter
institutions in Nigeria. The finding of the study revealed that the rising costs of higher education dur
period of stagnantdaclining public support and the consequence increasesion fees have

triggered great concern about both the access to and quality of higher education. The finding reveale
tuition fees should bénteoduced to all undergraduate programigserian universities as well as

other institutions of higher learning in Nigeria, as opposed to the present situation whereby tuition is |
free. However, this can only be achieved, if and only if, universities are granted full autonomy by
govenment. This will enable them to take decisions on sensitive matters affecting them like the issu
tuition payment. With the sharp reduction in government subventions to these institutions, and
seemingly enrolment upsurge in the universities argtitotiens of higher learning, the institutions are

left with no choice but to introduce tuition. The payment of tuition will make students to appreciate the
of education and also imbibe in them the spirit of hard work. Consequetlgntimpeovéhtient in

the overall quality of higher education.

According to Udu (2006) while examining the financial control and accountability in local governt
opined that one of the ways by which management can discharge the responsibitityd of detecting
preventing fraud, waste, abuse and errors is by instituting an effective internal control system. Oshi
(2004) supported this claim by stating that internal control can do much to protect against both error:
irregularities and ensure the ligliabaccounting data.

Smith Jones (2000) Study was aimed at illustrating various ways to strengthen internal controls ir
organizations and their importance, especially in the field of preventing and detecting errors, fraud,
mismanagement. Thedgtdepends on descriptive and analytical approach. A questionnaire was alsc
prepared and distributed in coordination with the organizations in the United Kingdom and Australia. |
discovered that internal control weaknesses would result imseqgoeisces. Thus, the most
important is the lost through neglect and lack of attention. This study then concluded that the possibi
fraud does exist, and that good internal controlopr@gyeedoes not guarantee the commitment of
individuals tmntrol procedure

TheoreticaReview

The need to anchor the concepts of internal control and financial effectiveness in tertiary institutions
the framework of certain theory cannot be over emphasized. The theory upon which this study
anchored?vas r estri ct e@onttor oi Cotnhterocorly thhaesorlyeen desc
branch of engineering and mathematics that de
The external input of a system is called the referenmee \Whmore output variables of a system need

to follow a certain reference over time, a controller manipulates the inputs to a system to obtain the de
effect on the output of the system (Brian, 2013).
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The objective of a control theory is toteaoluaons for the proper corrective action from the controller
that result in system stability, that is, the system will hold the set point and not oscillate around it. Sy
have inputs and outputs to bring a product after processing anddsouippisgscéa control system

are generally related by differential equations (Brian, 2013).This theory is relevant to this study bec
setting objectives, budgets, plans and other expectations establish criteria for control. Control itself exi
kee performance or a state of affairs within what is expected, allowed or accepted. Control built witt
process is internal in nature. It takes place with a combination of interrelatsdctoapsoerdas
environment effecting behaviour of employeesation necessary in control, and policies and
procedures. Internal control structure is a plan determining how internal control consists of these eler
(Brian, 2013).

Previous studies on internal control such as Beyang (2011), Brian (E&Hia&an a2018h have

focused on financial performance and most of them did not mention the impact of internal contrc
various sources of finance of tertiary institution which makes their finance effective. Also Ubogu (2!
Benedict (2007) and Adeww}i(2213) studied on higher education financing, the issues, trend and
sources of finance. But they did not state how all these sources of finance can be effectively utilizec
the impact of internal control on it to reduce or detect fraud andzeoidrérab&ind.

Methodology

The population of this study is the ten state owned tertiary institutions in Ogun State. This was
because Ogun State has the largest number of tertiary institutions in the southwest of Nigeria. From
samples of founstitutions were selected using purposive sampling technique. The sample frame of tt
study is the bursary department staff of these selected institutions totalled 220. Out of this, one hur
and thirty five bursary staff was randomly choseretsdorpidisize.

Primary data was collected for this study through structured questionnaire. The purpose of us
guestionnaire survey is because of the direct response, feedback and the literacy level of the prop
respondents. One hundred and tlergofiles of questionnaire were administered to bursary staff of
selected tertiary institutions in Ogun State and one hundred and twenty were returned for analysis.
guestionnaire was constructed usingairiivieikert type scale.

Furthermore, a p#tudy was carried out in which 25 copies of the questionnaire were distributed and :
were returned to test its reliability. The re
alpha of the scales ranged from 0.703 to 0.928.

ModeBpecification

This study employed quantitative method of data using regression analysis with the aid of the Stati
Package for Social Science (SPSS). The ordinary least square (OLS) method was used to measur:
impact of internal control on fihaffeietiveness. A multiple regression model was structured using the
ordinary least squares (OLS) method. The model used a single independent variable (internal control
a dependent variable (financial effectiveness) which has two variabted @apitavgnue from

fees). The multiple regression model is considered viable for this study because it can provide inforn
about the proportion of criterion variance accounted for by the set of independent variables and it also
information almoeach independent variable.

Hence, a functional equation that relates internal control to financial effectiveness is specified as folloy
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Where: FE= Financial Effectiveness

IC= Internal Control

y1= Usage of Capital Grant (CAG)

y»= Usage of Revenue from Fees (REF)

x1= Audit Check (AUC)

x2 = Administrative Control (ADC)

xa3= InterniaAudit (INA)

xa= Quality Control (QUC)
Given the theoretical linkage between internal control and financial effectiveness, there is need to
linear equations that was used to capture their relationship. Therefore, the linear relationship betv
inernal control and financial effectiveness is as shown in equations below:
CAG =@ aAUG+ aADG+ aINA+ aQUGH M., [
REF =@ aAUC +#\DC + @NA + ZUC theuvvviiiiiiiiiiiiieeeeiiie i
A Priori Expectation:
© € é & E @reater than zero
Where: @ Constant

a1, &,a,a4= Model Cefficient

M = Error Term
Measurement of Variables
Independent Variablaternal Control
Thisisthepocy and procedure adopted by tertiary in
of ensuring the orderly and efficient conduct of the institutions. For the purpose of this study, the follc
are used as proxies for internal control:

1 Audi check (AUC)
This is an examination of records or financi a
in the questionnaire were used to get necessary information on this.
1 Administrative Control (ADC)

This is a set of procedure necefkgaadministrative and financial efficiency. Questions 6 to 10 of

ASection BO in the questionnaire were used to
1 Internal Audit (INA)

This is the frequent or ongoi ng m=anitbioperaingnd u c |
resul ts, verify financi al records and eval ua

guestionnaire were used to get necessary information on this.

1 Quality Control (QUC)
This is a procedure or set of procedure intemdece nsur e t hat organi satic
defined set of quality criteria or meets the lay down requirements by the institutions.Questions 16 to
ASection BO in the questionnaire were used to
Dependent ¥ablé Financial Effectiveness
This is the utilisation of funds in such a manner as to accomplish the objective of the institutions. Fc
purpose of this study, the following are used as proxies for financial effectiveness:

1 Capital grant (CAG)
This igyearly money received by the institutions which is restricted to construction of infrastructural faci
within the institutionsd community. Questions
necessary information on this.

1 Revenuedm Fees (REF)

137



This is the money realised by the institution through the tuition fees collected from the students. Que:
6 to 9 of ASection CO in the questionnaire we

Data analysis and discussion of results
Table 1: Regression Result of Model 1

Model Unstandardized coefficien| T Sig. F Prob. | R?
B Std. Error 51.919 0.000 | 0.644
(Constan{ .331 .046 7.189 | .000
AUC 345 | .047 7.370 | .000
ADC 126 | .045 2.794 | .006
INA 203 | .047 4.286 | .000
QUC 454 | .065 7.027 | .000
Source: Researchero6s Field Survey

The regression result of model one reveals a multiple regression result of the independent variables c
dependent variable. The result shows that there is a positive relationahiphbeitwkgrendent
variables and the dependent variable and this is in line with the apriori expectation. This is invari
implies that a unit increase in all the independent variables (individually) will bring a corresponding inc
on the dependent

The fstatistic revealed that all the parameters are individually signifiSapiarEhef R.644 reveals

the explanatory power of independent variables; the result shows that 64.4% variation on the depel
variable is explained by all the ireepevariables. Thet&tistic reveals that the parameter of the
general model is significant at 0.000 which is less than 0.05 level significance. This implies that there
exists a joint significant effect of internal control on usage ofscapital grant

The above findings confirm to assertions by IIA (2001) which states that internal control provide
foundation for accountability in the usage of capital grants in tertiary institutions. It is further arguec
internal controls are designed toeethsu tertiary institutions carry out its required function effectively
and efficiently, that its financial reporting is reliable and complies with Audit check, Administrative Cc
Internal audit and Quality control. (Policy Belief, 2004)

Table 2: &ression Result of Model 2

Model Unstandardized coeffici T Sig. F Prob. | R?
B Std. Error 42.001| .000 |0.594
(Constant) | -.145 | .041 -3.571| .001
AUC 245 1.041 5.906 | .000
ADC -383 |.040 -9.556 | .000
INA 107 ].042 2.557 | .012
QUC -327 |.057 -5.727] .000
Source: Researcherdés Field Survey

The regression result of model two reveals a multiple regression result of the independent variables c
dependent variable. The result shows that there is a positive relationship between some of the indepe
variables and the dependent variabépt exdministrative control and quality control every other

138



independent variable is in line with the apriori expectation. This invariably implies that a unit increase
positive independent variables (individually) will bring a correspondmtipéndeszesedent, while on

the other hand; an increase in the negatively signed variables will bring about a decrease in the depe
variable.

Based on the above, it means that a positive change in internal control will bring a corresponding inci
onthe financial effectiveness of tertiary institutions. This assertion is in accordance with the finding
Tumwine (2011), Brian (2013), and Abraham (2013) that there is a significant and positive relatior
between internal control and financialeefésgiof tertiary institutions. However, the result above is
contrary to the findings of Ejoh and Ejom (2014) that states that there is no significant relationship bet
internal control activities and financial performance of Cross River &t&@uCatlege

Conclusions

Sequel to the findings above, it is discovered that tertiary institutions have continued to register fine
mismanagement even when there are guidelines for the utilisation of funds. There is however, conti
poor financiaffectiveness, where usage of capital grants, usage of accumulated surplus, usage
recurrent subventions and usage of revenue from fees are not properly utilised and rules and regule
on the use of all these sources of finance are not adhetiedréoismaassive unaccounted funds,
uncompleted projects and deterioration of plants and equipment as a result of misuse of finance facir
system. Most respondents were of the view that there was a relationship between internal control
financial &fctiveness. The financial effectiveness of a tertiary institution can be measured by the stanc
or the effectiveness of the internal control system.

Based on this, the study concludes that internal control has a significant positive slatgdnship to fin
effectiveness in tertiary institutions. This implies that the usage of capital grants, usage of accumu
surplus, usage of recurrent subvention and usage of revenue from fees cannot yield any good r
without efficient internal controltAls@pncluded in the study that the institutions that had entrenched
prudent internal control strategies were most likely to manage their finances better hence meeting
financial and other pertinent obligations almost seamlessly.

As a result of thieawve, this study recommends that:

1 Disbursement of grants and subvention to tertiary institutions should be done as stipulated in
National Policy on Education.

T There should be proper check andnhal ances

T At |l east one member of the tertiary instit

1 Tertiary institutions should review their financial statements periodically and ensure that financ
used for the purpose in which they are meant for.
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Abstract

The study is predicated on the perception that there is a downward trend in the academic performan
students in tertiary institutions. Hence, the need to identify and examine factors as well as their influen
studle6 academic performance. These factors wer
twofold approach was used to examine factors that influence academic performance of undergrac
students in a privately owned university in Nigeriagfificarg 0 provide information that enhances

the quality of academic competence bequeathed to students of Nigerian tertiary institutions. Questior
was used as the primary instrument for the study. The research instrument was admisigtered to stude
second, third and final year of gdaurBachelor of Science degree programme in Accounting.
Descriptive and inferential statistics were used to analyse data obtained from the questionnaire.
findings of the study add to the existing lber#tergaluelevance of social, educational and financial
factors that influence students6é academic per
demographi c, academi c, financi al famahce withl i gi o
variations. Conclusively, more attention should be paid to the conduciveness of the learning environ
as well as parental and peer pressure as factors that can be used to enhance academic performance.

Keywordsicademic performance, sfaatdrs, educational factors, undergraduates

Introduction

There are various factors that could influence students academic performance which range from st
ability to comprehend, inadequate research facilities, inadequate materials forestuidgnonestable

to mention a few. However, factors that af f e
programme being run (goeduate, undergraduate, advanced levelagree or the course of study.
Mlambo (2011) noted that poor acaddonmaece of students could result in unacceptable levels of
attrition, reduced level of students for Advanced level programmes and in turn undergraduate progran
This could translate to reduced graduate throughput and increased cost for iaigifigiuiee nat
labour force. The main focus of this research is to examine the factors that affect academic performar
undergraduates at Bowen University, lwo, Osun State Nigeria.

There are factors that could contribute to a student's academie pdrichmaciude but are not
limited to; ability to do personal study, qualification (as well as expertise) of staff, access to study matt
conducive learning environment, communication skills, lecture environment, collaboration and cooper
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Sansgy, Bhosle and Sail (2006) noted that survey methods exist to measure the variables stated eal
The Grade Point Average (GPA) for undergraduates is the common system used by administrato
measure studentsdé6 perf or Oushola €2016)btedtthatnsudcessfulA g h

performance of students is measured by most educators based on entry standards. Moreover, this mg
be a very effective measure as academic success may be viewed differently by lecturers and stud
There is alshe increased concern on the performance of students as success in academics is wide
considered in gaining good employment after graduation.

The issue of improved academic performance has also become a source of concern for students a
Nigerian uraxsities. Similarly, stakeholders in the Nigerian educational system are equally concern
about studentsd per f ©labisg20tle ThisAduld meddsedforethedact@hbtu r
students are considered the greatest asset of any edstatimaMore so, schools are established

with the purpose of impacting knowledge (Fadokun, 2009). Thus, making poor academic performar
major concern for stakeholders in educational institutions. In addition, sponsors of students would d
valuefor money especially in Nigeria where the cost of education in privately owned institutions
outweighs the cost of gtateinstitutions. Various studies (Galiher, 2006; Lubinski & Camilia, 2006; Al
Mutairi, 2010; Yusoff, Rahim & Yaacob 2010;fAKo@taunfe@iabisi, 2011) have been carried

out on undergraduate studentsd academic perfo
affect the performance of undergraduate students to determine whether the factors that affect acad
performance in literature reviewed are similar to factors identified amongst Bowen Univers
undergraduates. Olatingl |, (2016) noted that study habits,
teaching method, school environment, and govemmentor s af f ect student so
focus of this study is to examine factors that affect the performance of undergraduate students in B
University. The paper makes the following contributions to knowledge; it provides insight on fac
aa fecting performance of undergraduates and g
performance.

Research questions

The following questions are answered by this research:

RQ1:To what extent do demographic, academic, financial and@Adtigiaesors affect academic
performance?

RQ2 What are studentso6é perceptions of factors
Research hypothesis

H Age has no significant influence on studen
Hoz Gender has no significantf | uence on studentsé academic pe
Hz Entry type has no significant influence on
Hs Ordinary | evel type has no significant inf
Hos Ordinary level result has no signiic i nf |l uence on studentsé acad
He Academic | evel has no significant influenc
Ho7 Financial status has no significant influe
Hos Religious inclination hasmoisif i cant i nfl uence on studentso6 ;

Hga Demographic, academic, financial and religious factors collectively have no significant influenct
studentsé academic performance.

Literature Review

Institutions are established for the pafgzssing knowledge to their major assets which are students
and these institutions cannot exist in isolation of the students. Thus, it becomes necessary to be conc
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about the academic performance of the major assets of institutions. latevaturgtudied on
academic performance of students and especially in government owned institutions (Ali, Haider, M
Khan & Ahmed, 2013; Applegate & Daly, 2006; Hedjazi & Omidof@0281®L This research

would contribute to the existing bodyloi t er at ur e on wundergraduate
using a privatedywned instittuion. There is paucity of research on factors affecting performance c
undergraduates in Private Institutions as compared to Government owned igstittidesin Ni
studies on factors affecting performance of undergraduate studies use the Grade Point Average (GPA
common factor to show the performance of students. Sansgiry, Bhosle and Sail (2006) noted that the
remains a primary indicator farmperice in the academic environment. Various studies have examined
factors affecting studentsdo academic perfor ma
Chaudhry & Berhanu, 2011) while others have focused on particular colsemifostAdy1(

Jeffres, Barclay & Stolte, 2014; Suhas & Panya, 2016). Alos, Caranto and David (2015) noted that thi
skills and the ability of teachers to harness the thinking skills of the student could affect the stud
performance.

This was corroborated by Mushtaqgq and Khan (20
academic performance. Communication skills when improved upon could give students better chanc
perform better academically (Abdullah, 2011).gAtocéidny 2002 cited in Hijazi and Nagvi (2006)
impatience is another factor that could affect a student academic performance. Impatience could aff
student's ability to take in all that is being taught for not been patient to go throaglthall lectures
teacher's explanation of certain technical aspects. Also, access to improved learning materials and
equi pped | ibraries could equally have i mpact

According to Chong, Cheung and Hui (2009) absenteansidered a major factor affecting
performance of students. Brauer cited in Teixeira (2016) supports this and notes that absenteeism is
to jeopardize teaching and learning. He notes that the reasons for absenteeism may have to do with f:
sud as; low quality instruction, students have already mastered the material or they can learn the ma
better by spending the same time studying in other ways. Contrarily Crede, Roch and Kieszczynka (:
notes that class attendance is benefieairfimgl irrespective of the specific teaching mode or modes
used by the instructor. Various researches (Chen & Lin, 2008; Romer, 1993; Schmulian & Coetzee, :
on studentsdé academic performance r domaacé. abse
Similarly, Chen and Lin (2008) note that absenteeism can be associated with poor performance and
should be monitored properly. Thus, attendance in class should be encouraged and enforced (Romer
& Brauer 1994). Conversely Stephen8di) ibged that a captive audience may not be an ideal
environment and mandatory attendance may distort the opportunity cost of absenteeism and imj
welfare loss on the student.

Furthermore, Kochhar (2002) opined that proper guidance could dorgrined Brademic

performance despite the factors identified e
participation in class exercises and activities could also affect academic performance as active partici
could indicate weak ar#aat could be improved upon. A study by Robert and Sampson (2011) on
students6é6 academic performance noted that ac
improve students' performance. However, Jeffres, Barclay and Stolte (20th%) ctatsidehation of

students as assets of the institution and subsequent treatment as customers has reduced the value p
on education. Thus, education is seen by the students as something that is owed them for the fina
amount involved ratliamntas education to be earned This creates the feeling that they are owed the
services rendered and as such there is no motivation to strive to perform in their academic (Kopp,
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Jurich & Finney, 2011). Most studies have measured academic theciogmémeeise of the Grade

Point Average. This study also adopts the point grade system to measure academic performance. T
supported by Rock off 2003 and Kingdon 2006 w
to be test scores and eiitsl grade of the student. However, Tan and Yates 2007 note that academic
performance can be measured based on past exam performance. The success of a student academic
seen as critical to employability in the labour market.

This is particular #orcountry such as Nigeria where the number of unemployed graduates is on the
increase. Kingdon (2006) and Rockoff (2003) noted that academic performance can be measured thi
grades and test scores. This is in consonance with this study as theeredeoniverted to points

will be used to measure academic performance. Various researches have been conducted on factor
affect studentsodé performance in developed cou
in developing countsesh as Nigeria.

For the purpose of this study, academic performance is considered to be a students' success or failt
the end of the period for courses being taught. The Grade Point Average (GPA) is used as the meast
academic performance. iBhsupported by Kingdon (2006) who noted that academic performance is
widely measured in terms of grades and tstksmithar (2000) opined that proper guidance is
necessary to help the students with problems like lack of correlation betvestnetatemt @ndaulty

study practice, imperfect methods of learning.

Robert and Sampson (2011) noted that students who effectively participate in the learning procedur
seen to have a higher CGPA (cumulative grade point average). Despite ritiiethetooyedinat

could impact on students performance, EO&UWE010) noted that academic performance of
undergraduate students in Nigeria is on the decline.

At this juncture, it is significant to assert that studies on academic performamtéOka@susem

Egbon, 2011; Mushtaq & Khan, 2012; Teixeidn B6i.&nhchor their research on theories while others
give a passing mentexy. Obasi, Urhoghide, & Archibong, 2015)

Methodology

This study focuses on undergraduate students oftyhef Ramial and Management Sciences with
reference to students in the Department of Accounting. The study looks at factors affecting the acac
performance of 200, 300 and 400 level students. A programme of four (4) years is run to obtain a deg
Aaounting from Bowen University. However, for the purpose of this study 100 level students are excl
as it is considered that they are just new to the university system.

The variables that are considered by this work are (1) demographics,dMucyes dndtgender,

which have been found to influence academic performance, (2) academic factors such as entry
(UTME/DE), ordinary level type (WAEC, NECO, CAMRIDGE etc.), ordinary level result, which w;
computational cumulative of five resuigéets (Mathematics, English Language, Economics and any
other two subjects) as matriculation requirements, and academic level (200, 300 and 400). The third
financial factor, which was measured usiegos&lfl monthly allowance and (4uselagtor, with

Chapel service attendance as proxy. Academic performance was measured using cumulative grade
average (CGPA). It is significant to state that A1, B2, B3, C4, C5 and C6 were coded 6, 5, 4, 3, 2, ¢
respectively and cumulated te atrikie result of each respondent.

Simple statistical tables showing measures of central tendency (mean) and dispersion (standard devi
were used for data presentation, while regression analysis was used in answering research questior
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and correfmn was used to answer research question two. Crosstabs was also used to control f
studentsdé perception and academic performance

Model specification for this study based on the regression model is stated as follows:
0Qad £ OO Q6 "HDOQQIBE88888888888888888888p
b 0 OQUAD ¢ NOE 00 @A QLORXATG QU i D Do V& 8B &
00NE OEdiEEDOEQD ¢ ED G £ O GBBBLLBBL8L8888888B8D
Y'Q& QUHEWO EQEDBON O 0 Qe QIEBEB 88 B E888888881

O MO QUAFGQE a0t (B'QW . o )
"QO0'Q& ¢ QD P O 'QTACBEDANNE ¢ £ eS@rHEQ o "Q O & S

O WOQAPAGAE T d HE O®Q ) - o
I 1 0Qaé Ol 6 6 0QUANED €T T0QE O & IBEDHOE |
T YQa QUWEEMOi&-88888888888888a8888¢

Data analysis and discussion of results

Response stdits

Of the 250 copies of questionnaire that were prepared, only 169 were returned and found usable
analysis, which is 68%. It is important to state that the questionnaire was ethically administered anc
some respondents did not respond to tidinguésaving the total in some questions less than 169.

Demographic statistics
The gender distribution of the respondents is 66% and 34% for female and male students respect
while many (65%) of the respondents fall iZlyedi%, while only one student is 27 years or more.

Academic statistics

Results also show that 78#éspondents gained admission using the WAEC SSCE and about 4% used
combined results. More than 70% of our respondents are performing well academically in the second
upper and first class divisions, while only a few of about 4% are irs ttiwidiod. dkespondents are

fairly evenly distributed among the three levels (50, 51 and 57 for 200, 300 and 400 levels.) We prese
statistics of results used in the admission of students in Table 1.

Financial and religious statistics

45% of the rempdents claimed to receive ak§)000.00 #824,999.00 monthly, while 39% of the
respondents claimed to redé2z000.00 #39,999.00 and 16% claimed to receive more. 87% of
respondents attend only the mandatory number of chapel serviced, 3®hitabdunore services
than the mandatory number.

Tablel: Demographics

Freq.1{=169) %
Female 109 65.7
Gender Male 57 34.3
Total 166 100.0
1518 years 49 29.3
Age 1922 years 109 65.3
2326 years 8 4.8
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27 years arabove 1 .6
Total 167 100.0

UTME 144 87.8
Entry type DE 20 12.2
Total 164 100.0
WAEC SSCE 128 77.6
NECO SSCE 9 55
WAEC GCE 17 10.3
061 evel NECOGCE 1 .6
CAMBRIDGE 3 1.8
Combined results 7 4.2
Total 165 100.0
1.502.39 6 3.9
2.403.49 36 23.5
CGPA 3.504.49 80 52.3
4.,565.00 31 20.3
Total 153 100.0
200 level 50 31.6
Level 300 level 51 32.3
400 level 57 36.1
Total 158 100.0
10,004,999 69 44.8
Monthly 25,00€89,999 60 39.0
allowance 40,00664,999 25 16.2
Total 154 100.0
3 times in a week 141 86.5
ch | 4 times in a week 18 11.0
att:r?o?ance 5 t@mes ?n a week 1 .6
6 times in a week 3 1.8
Total 163 100.0
Math Eng Econ Otherl Other2
Freq % Freq % Freq % Freq % Freq %
C6 17 10.9 13 8.3 5 3.2 1 7 2 1.4
C5 10 6.4 12 7.6 7 45 4 2.8 3 2.2
Grac Cc4 25 16.0 32 20.4 27 17.3 18 12.7 13 9.4
es B3 23 14.7 46 29.3 40 25.6 23 16.2 24 17.3
B2 53 34.0 44 28.0 44 28.2 24 16.9 35 25.2
Al 28 17.9 10 6.4 33 21.2 72 50.7 62 44.6
Total 156 100.0 157 100.0 156 100.0 142 100.0 139 100.0

Source: Field survey, 2018

Effect of demographic, academic, financial and religious factors on performance

The first research question is on the effect of DAFR on academic performance. We use two metho
determine thefluence of DAFR on academic performance; correlation and regression. Table 2 shows"
results and it is evident that only age, gender and religious factors are statistically significant as shov
the correlation probability values, although bath geyedar have negative correlation with academic
performance, while religious factor has a positive relationship with academic performance.Nine hypott
were formulated and tested using regression analysis and the results show thathyjiBihdses 3 (r
(?=.005), and 7%.007) had a negative influence on academic performance, while the other six
hypotheses had positive influence on academic performance.

These results imply that age, gender, academic level, ordinary level resulvaipesdaesaleit
insignificant influence on academic performance. Studies by Keith, Byerly, Floerchinger, Pence
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Thornberg (2006) noted that there is a positive relationship between age and academic performs
Contrarily, Kaur, Chung and Lee 01@ e d t hat age does not maj o
performance.Using all of the factors (demographic, academic, financial and religious), we found ths
’=.154 (15%). Other issues that may have been left out of our study is the tunfaleorcetimhicul
inclinations, |l ecture attendance, gual ity of
family issues etc. This result differ from another study which used communication, learning facilities,
guidance and fanslyess as independent variables and student performance as dependent with ar
adjusted Rquare of 42klushtaq & Khan, 20TRg stated values are the adjusted R square.

Furthermore, the ANOVA output showed that hydpth€8832p=.000)5p=.000)qp=.009)and
9(p=.001pre statistically significant, while hypotes&OB 4p=.595)qp=.120)and H=.859)
were not statistically significant.

Table2: Correlation between factors and academic performance

CCGPA
Pearson -.354
Respondents' gend gi(;r.r?EIIE:illcér(]i) 000
N 151
Pearson -226
Respondents' age  Correlation
bracket Sig. (Zailed) .005
N 153
Pearson .010
Respondents' type « Correlation
entry path Sig. (Zailed) .901
N 150
Pearson -.044
Ordinary level type C.O rrelat_lon
Sig. (Zailed) .595
N 150
Pearson -104
Respondents' level C_orrelat_|on
Sig. (Zailed) .213
N 144
Pearson .015
Respondents' Correlation
monthly allowance Sig. (Zailed) .859
N 141
Pearson 214
Attendance of chap Correlation
services Sig. (Zailed) .009
N 148
Variables R Square Adjusted R ANOVA
square F Sig
Age 051 .045 8.143 .005
Gender 126 120 21.398 .000
Entry type .000 -.007 .016 901
ObLev .002 -.005 .284 595
type
Result .085 .079 13.960 .000
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Level .017 .010 2.440 120

Financials .000 -.007 .032 .859
Religion .046 .039 7.029 .009
All factors .209 154 3.804 .001

Source: Field survey, 2018

Age
Demographic <
factors Gender

Entry type

R?=.045

R?=.120

R?=.154

[ — R>=-.007

Academic factorS/v O6l eve R?=-.005
| R=079

Academic
performance

I
T~ Result ,
| RrR=010 g
Level | — | R?=-007
/
R?=.039

Financial factor

Religious factor

Figure 2:Result of analysis (Hypothesis test result)
Source: Field survey, 2018

149



Studentsdé perception on factors that affect p

We asked respondents to identify their level of agreement on eight variables thatidjkeigtited have
affect academic performance of students and we present the result showing frequency and percen
sum (minimum of O for undecided/neutral to 4 for strongly agree), mean and stadGégiml deviation (
Table 3.

Many of our respondents (62%gdrat examination is a true test of knowledge hence can be inferred
that they agree with examination results as indicative of their knowledge and understanding of the cc
About 26% share a divergent view however while 11% chose to remanmeairacoré of

2.54/4.00 is a suggestion that many of the respondents agree, however it should be taken with cautic
(2=1.310, which indicates high variation in responses.

Only about 7% strongly agreed that their learning environment is dathtbiee4a% agreed. The

number of respondents who chose neutral is very high. The mean score of 1.99 is rather low as
although results also show very high variations in responses.Poor infrastructure seems to ce
respondent s o icanttdeenntinan of academicaperformancei About 65% agreed that
infrastructure has significant potenti al to a
respondents agreed that emotional issues significantly affect academic performance.

It is surprising that about 52% of respondents agreed that absolute dependence on external tutc
enhance studentsd6 academic performance. Thi s
are extensively treated. From the results, paeenad and peer pressure is the most significant factor

t hat affects studentsd academic performance
deviation score. This implies that most of the respondents agree that this factor ingsagtsagnificant
performance of students, academically.

About 49% of respondents agreed that religiou
performance and finally, about 44% of respondents believe lecture attendance tsirstill significan
enhancing academic performance. Only about 33% believe personal and self study without lec
attendance can enhance performance. In general, the number of respondents who chose not to respo
choosing neutral is on the high side. A corrstatiomong the eight variables is shown in Table 4. A
cross tab of the variables was carried out with CGPA and the result is presented in Table 5.

Table3: Perceptive statistics of students
UN SD D A SA Total  Sum Mean {2

Variables

n=169
inati Fre 19 20 24 59 44 166
Are examinations a true te q 421 254 1.310
of knowledge? % 114 120 145 355 26.5 100.0
i ; i Fre 40 16 28 72 11 167
Learnln.g environ is q 332 199 1326
conducive % 24.0 9.6 16.8 43.1 6.6 100.0

Poor infrastructure and Freq 21 13 25 53 56 168
academic performance % 12.5 7.7 149 315 33.3 100.0

Emotional problems and Freq 20 10 10 63 63 166
academic performance % 120 6.0 6.0 380 380 100.0

Dependence on tutorials ¢ Freq 47 6 26 60 27 166 346 2.08 1.479

446  2.65 1.345

471 2.84 1.323
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academic performance %

Parent and peer influence Freq

academic performance %
Religious activities and ~ Freq
academic performance %
Personal and ssifidy Freq

without lecture attendance o4

28.3
14
8.3
40

24.0
39

23.4

4.2
12
7.2
19

114

15.7 36.1
6 85
3.6 50.6
33 39
19.8 234
54 25
323 15.0

16.3
56
33.3
43
25.7
30
18.0

100.0
168
100.0
167
100.0
167
100.0

498

407

372

2.96

2.44

2.23

1.137

1.506

1.387

Source: Field survey, 2018
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Table Correl ation table for students6é perception
Correlations
Examinations: a Learning Poor Emotional Dependence Parentand Religious Personal and self
true test of enviroris infrastructure problems on tutorials peer activities study without
knowledge conducive influence lecture attendance
Examinations: a trui PC 1
test of knowledge Sig.
N 166
Learning environis PC .032 1
conducive Sig. .688
N 165 167
Poor infrastructure  PC .003 178 1
Sig. .966 .021
N 166 167 168
Emotional problems PC .022 2000 463 1
Sig. .784 .010 .000
N 164 165 166 166
Dependence on PC .014 .093 .027 .108 1
tutorials Sig. .855 233 727 .167
N 164 165 166 164 166
Parent and peer PC .035 24 .266" 23T .063 1
influence Sig. .650 .001 .000 .003 419
N 166 167 168 166 166 168
Religious activities PC -.059 .015 -120 -.064 -.029 -017 1
Sig. 451 .846 122 412 .709 .828
N 165 166 167 165 165 167 167
Personal and self PC -.044 .013 .084 .123 113 .010 .040 1
study without lectur:  Sig. 573 .868 .283 116 .148 .897 .611
attendance N 165 166 167 165 165 167 166 167

*, Correlation is significant at the 0.05-laved )2

**_Correlation is significant at the 0.01-taed )2

PC: Pearson Correlation
The Sig. istailed

Source: Field survey, 2018
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Tableb: Crosstab with CGPA

CGPA of respondents Total
1.502.39 2.4063.49 3.504.49 4.565.00

Undecided/Neutral 0 5 11 3 19
Are examination: Strongly disagree 1 3 6 6 16
a true test of Disagree 2 4 15 3 24
knowledge? Agree 2 11 30 12 55
Strongly agree 1 12 17 7 37

Total 6 35 79 31 151
Undecided/Neutral 1 9 20 9 39
L . : Strongly disagree 1 2 9 3 15
-earning environ - ;.- sree 2 4 16 3 25
is conducive Agree 2 18 29 14 63
Strongly agree 0 3 5 2 10

Total 6 36 79 31 152
Poor Undecided/NeutraI 0 5 10 2 17
. Strongly disagree 1 2 8 2 13
mfrastru_cture an Disagree 1 10 7 5 23
gg?f?)frrg:nce Agree 1 12 28 8 49
Strongly agree 3 7 27 14 51

Total 6 36 80 31 153
Emotional Undecided/NeutraI 1 4 7 4 16
problems and S‘grongly disagree 1 4 3 2 10
academic Disagree 0 3 5 1 9
performance Agree 2 15 32 8 57
Strongly agree 2 10 31 16 59

Total 6 36 78 31 151
Dependence on Undecided/NeutraI 2 10 23 9 44
tutorials and S‘Frongly disagree 0 2 4 0 6
academic Disagree 0 5 13 5 23
performance Agree 4 9 26 13 52
Strongly agree 0 9 14 3 26

Total 6 35 80 30 151
Parent and peer UndecidedjNeutraI 0 3 7 2 12
influence on S‘grongly disagree 1 2 2 1 6
academic Disagree 0 2 3 1 6
performance Agree 2 19 42 16 79
Strongly agree 3 10 26 11 50

Total 6 36 80 31 153
Religious UndecidedjNeutraI 2 4 23 7 36
activities and S‘grongly disagree 1 2 5 3 11
academic Disagree 1 11 8 10 30
performance Agree 2 8 20 7 37
Strongly agree 0 11 24 3 38

Total 6 36 80 30 152
Personal and Undecided/NeutraI 1 7 20 6 34
selfstudy without S’Frongly disagree 1 4 9 3 17
lecture Disagree 2 10 25 13 50
attendance Agree 0 4 15 3 22
Strongly agree 2 11 11 5 29

Total 6 36 80 30 152

Source: Field surv2918

153



Conclusions

This study is limited to only one out of more than 160 universities in Nigeria. However, it provided an:
to questions on the issue of factors that af
l'iteraturpeercrepsti ochemtfsd& actors that affect st
that religious activities (Chapel attendance of 3 times per week) were significant in impacting acad
performance. From the study, it shows that age and gendemdiGamopgdictors of academic
performance.

An area that university administrators should look into is the conduciveness of the learning environr
which was found to be a significant f artyt or th
include spacious classroom and classroom space should be significant in class allocation, comfor
furniture and air conditioning systems. In addition, universities may begin to wield parental influence
regulate peer pressure to enhance acaaeimimance, since it is found to be significant as well. This
coul d be achieved t hrough periodic feedback
determination of studentsdéd performance after
erforced using technology enhanced system to ensure accurate attendance monitoring, which will the
used as a prerequisite for examination. Furthermore, universities may begin to give some relevance 1
inclusion of religious activities as partafinormt udent s6 regul ar weekly ;
significant to academic performance.
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