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Abstract

This study investigates the impact of audit committee characteristics on financial reporting quality among 
selected oil and gas firms in Nigeria, covering the period 2019 to 2023. The research examines key audit 
committee attributes, including independence, size, financial expertise, and meeting frequency, while 
controlling for firm size. Secondary data were collected from annual reports of the sampled firms and analyzed 
using EViews 13. Descriptive statistics provided an overview of the variables, followed by correlation analysis, 
diagnostic tests, and multiple regression analysis to test the formulated hypotheses. The results indicate that 
audit committee independence has a significant positive impact on financial reporting quality, enhancing 
transparency and reliability of financial statements. Conversely, audit committee size, expertise, and meeting 
frequency do not exhibit statistically significant effects, suggesting that mere structural attributes without active 
monitoring and effective governance practices may not improve reporting quality. Diagnostic tests confirm the 
absence of multicollinearity, heteroskedasticity, autocorrelation, and non-normality, affirming the validity of the 
regression results. The findings underscore the critical role of independent audit committees in promoting high-
quality financial reporting in the Nigerian oil and gas sector and provide practical insights for policymakers and 
corporate governance stakeholders seeking to strengthen oversight mechanisms.

CHAPTER ONE



INTRODUCTION

1.1 Background to Study 

The quality of financial reporting remains a cornerstone of effective corporate governance and sustainable 

business practice. In the contemporary global business environment, stakeholders such as investors, creditors, 

regulators, and the general public rely heavily on financial statements to make informed economic decisions. 

According to the International Federation of Accountants (2023), over 87% of institutional investors globally 

consider financial reporting transparency as a primary factor influencing investment decisions. However, the 

reliability and transparency of financial reporting have come under increasing scrutiny due to recurring 

incidents of corporate scandals and financial misstatements. Notable cases such as Wirecard in Germany (2020), 

Luckin Coffee in China (2020), and Futures Exchange(FTX )in the USA (2022) underscore the persistent 

vulnerabilities in corporate reporting systems (PwC, 2023). In the Nigerian context, the collapse of firms like 

Cadbury Nigeria Plc in 2006 and more recent cases of financial reporting irregularities at Oando Plc in 2017 

have shaken investor confidence and revealed systemic weaknesses in financial oversight (Okolie & Izedonmi, 

2023). A survey by the Financial Reporting Council of Nigeria (FRCN) in 2022 found that 48% of listed firms 

were flagged for financial reporting deficiencies, underscoring the urgent need for stronger governance 

mechanisms. In response, mechanisms such as the audit committee have been established to strengthen financial 

oversight and uphold the integrity of corporate reporting. Globally, the presence of an independent and active 

audit committee has been recognized as an essential governance feature that reduces the likelihood of financial 

misstatements (Agyei-Mensah, 2023).

The audit committee, as a subset of the board of directors, plays a critical role in ensuring the accuracy, 

completeness, and timeliness of financial reports prepared by business enterprises. The Companies and Allied 

Matters Act (CAMA) 2020 in Nigeria, aligned with international best practices such as the Organisation for 

Economic Co-operation and Development (OECD) Corporate Governance Principles (2023), assigns specific 

responsibilities to audit committees, including overseeing financial reporting processes, internal controls, 

external audits, and compliance with regulatory frameworks (Kibiya, Ahmad & Amran, 2016; Alade & Okolie, 

2022). Despite the existence of these statutory roles, concerns persist about the extent to which audit committee 

characteristics—such as independence, size, expertise, and compensation affect financial reporting quality in 

business enterprises. For example, a study by Mohammed and Aliyu (2023) in Nigeria found that firms with 

larger and independent audit committees reported 12% fewer financial restatements over a three-year period 

compared to those with weaker committee structures. In South Africa, Ndofirepi and Mudzamiri (2023) 

observed that audit committees with financial experts were associated with a 9% reduction in discretionary 

accruals, a common proxy for earnings management. Conversely, evidence from Ghana (Amoako & Gyamfi, 



2023) revealed no significant link between audit committee size and financial reporting quality, highlighting the 

context-specific nature of these relationships.

Scholars such as Jerubet, Chepng’eno, and Tenai (2017) have affirmed that the audit committee is a vital organ 

for enhancing corporate governance and improving financial reporting. Its major function is to oversee the 

financial reporting process to ensure transactions are recorded accurately, thereby delivering reliable financial 

data to stakeholders. However, the effectiveness of the audit committee largely depends on its composition, 

operational attributes, and the level of compensation that motivates members to perform their duties diligently 

(Ibrahim & Saidu, 2023). Recent statistics from the Nigerian Exchange Group (2023) indicate that companies 

paying competitive fees to their audit committee members demonstrated 20% higher financial statement 

compliance scores compared to those offering minimal compensation.

Questions arise as to whether audit committees in business enterprises possess the characteristics necessary to 

fulfill their mandate effectively. Do they have the required independence, appropriate size, and adequate 

remuneration to mitigate financial misstatements and earnings management practices? For instance, while the 

UK Corporate Governance Code mandates that audit committees comprise at least three independent non-

executive directors (Financial Reporting Council UK, 2023), Nigerian codes provide more flexibility, 

potentially diluting the committee’s effectiveness if not carefully structured. Furthermore, the Financial 

Reporting Council of Nigeria (2011; updated 2023) emphasizes the audit committee’s role in overseeing 

internal control systems and reviewing financial statements. Nevertheless, empirical evidence suggests mixed 

findings on the relationship between audit committee attributes and financial reporting quality, particularly in 

emerging economies such as Nigeria (Ezeani, 2024). This gap provides the impetus for this study, which seeks 

to examine the effect of audit committee characteristics specifically independence, size, and fee on financial 

reporting quality in business enterprises operating in Nigeria. By addressing this gap, the study aims to provide 

actionable insights for corporate governance reforms that enhance transparency and investor confidence in 

Nigerian markets.

1.2 Statement of the Problem

Despite the regulatory frameworks such as the Companies and Allied Matters Act (CAMA) and the Nigerian 

Code of Corporate Governance mandating the establishment of audit committees, the Nigerian business 

environment continues to grapple with cases of financial improprieties and corporate failures. Notable examples 

include the financial reporting irregularities at Oando Plc, Afribank, and more recently, FBN Holdings, which 

have raised serious concerns about the effectiveness of audit committees in safeguarding financial reporting 



integrity (Okolie & Izedonmi, 2023). These recurring scandals highlight potential weaknesses in audit 

committee structures, suggesting that mere existence does not guarantee effectiveness.

Several scholars have attempted to explore this governance mechanism. For instance, Mohammed and Aliyu 

(2023) found that audit committee independence significantly reduces financial restatements among Nigerian 

listed firms. However, their study primarily focused on independence while neglecting other critical factors such 

as audit committee fee and size. Similarly, Alade and Okolie (2022) provided evidence that audit committee 

expertise improves financial reporting quality, but their research was limited to listed manufacturing firms, 

leaving out other sectors that may exhibit different governance dynamics. Additionally, Ibrahim and Saidu 

(2023) examined the relationship between audit committee remuneration and financial reporting quality, but 

their study measured financial reporting quality using only compliance scores without considering broader 

measures like earnings management and value relevance.

These inconsistencies and narrow scopes in existing literature create ambiguity about which specific audit 

committee attributes are most effective in curbing earnings management and enhancing the relevance and 

reliability of financial reports across different business sectors. Furthermore, most prior studies have 

predominantly concentrated on listed companies, thereby overlooking a broader range of business enterprises 

that play a crucial role in Nigeria’s economy.

This current research intends to fill these gaps by comprehensively examining how audit committee 

characteristics specifically independence, size, and fee affect financial reporting quality in Nigerian business 

enterprises. Unlike earlier studies, this research will adopt a broader approach by incorporating multiple 

measures of financial reporting quality, including earnings management and value relevance, and extending the 

analysis beyond listed firms to encompass a wider spectrum of business enterprises. This will provide more 

robust and generalizable insights that can inform both policy reforms and practical governance improvements in 

Nigeria.

1.3 Research Questions

The study seeks to answer the following questions:

1.  To what extent does audit committee independence affect the quality of financial reporting?

2.  What is the effect of audit committee financial expertise on financial reporting quality?

3.  How does audit committee size influence financial reporting quality?

4.  What is the relationship between audit committee meeting frequency and financial reporting quality?

1.4 Objectives of the Study



The main objective of the study is to examine the relationship between audit committee characteristics and 

financial reporting quality among companies listed on the Nigerian Exchange Group. The specific objectives are 

to:

1.  Assess the impact of audit committee independence (ACI) on financial reporting quality.

2.  Examine the effect of audit committee financial expertise (ACFE) on financial reporting quality.

3.  Determine the influence of audit committee size (ACS) on financial reporting quality.

4.  Investigate the relationship between audit committee meeting frequency (ACMF) and financial reporting 

quality.

1.5 Research Hypotheses

The following null hypotheses will be tested in the study:

H₀₁: Audit committee independence has no significant impact on financial reporting quality.

H₀₂: Audit committee financial expertise has no significant effect on financial reporting quality.

H₀₃: Audit committee size has no significant influence on financial reporting quality.

H₀₄: Audit committee meeting frequency has no significant relationship with financial reporting quality.

1.6  Scope of the Study

This study focuses on business enterprises operating within the oil and gas sector in Nigeria, The study will 

analyse 10 oil and gas companies with particular emphasis on examining the characteristics of their audit 

committees and how these influence the quality of financial reporting. Specifically, the study will analyze audit 

committee attributes such as independence, size, expertise, and remuneration (fee). Financial reporting quality 

will be assessed using established proxies, including earnings management and value relevance.

The timeframe for this study spans from 2019 to 2023. The starting year, 2020, was chosen because it marked 

the official implementation of the revised Companies and Allied Matters Act (CAMA) 2020 in Nigeria, which 

introduced significant corporate governance reforms, including provisions relating to the composition and 

functions of audit committees. Additionally, 2020 also represented a period of increased financial uncertainty 

due to the global COVID-19 pandemic, which placed greater emphasis on transparent financial reporting. The 

study concludes in 2023, as it represents the most recent full year of available audited financial data at the time 

of the research, providing a contemporary and relevant period for analysis.

1.7 Significance of the Study



This study is significant as it offers valuable contributions to various stakeholders in the corporate and academic 

communities. Specifically, the beneficiaries of this research include:

Business Enterprises: This study provides practical insights for business enterprises operating in Nigeria and 

other emerging economies. By examining the relationship between audit committee characteristics 

(independence, size, and fee) and financial reporting quality, the findings will guide companies in determining 

the optimal composition and remuneration structures of their audit committees. This, in turn, will help to 

enhance the reliability, relevance, and transparency of their financial statements, thereby boosting stakeholder 

confidence and improving overall corporate governance practices.

Regulators and Policymakers:Regulatory bodies such as the Financial Reporting Council of Nigeria (FRCN), 

the Securities and Exchange Commission (SEC), and the Nigerian  Exchange Group (NGX) stand to benefit 

from the empirical evidence provided by this study. The results will aid these institutions in reviewing and 

strengthening governance codes, audit committee guidelines, and disclosure requirements. This will help to 

mitigate incidences of financial misstatements, curb earnings management practices, and ultimately bolster 

investor confidence in the Nigerian capital market.

Investors and Creditors:Investors, creditors, and other financial stakeholders rely heavily on accurate and 

transparent financial reports to make informed economic decisions. The study’s findings will be of particular 

interest to these groups, as they highlight the role of audit committee structures in safeguarding financial 

reporting integrity. Improved understanding of these governance mechanisms will enable investors and creditors 

to better assess corporate risks and make more sound investment and lending decisions.

Academics and Researchers: For academics, scholars, and students engaged in accounting, finance, and 

corporate governance research, this study serves as a valuable reference material. It enriches the existing body 

of literature with up-to-date empirical evidence from the Nigerian context, offering a basis for further 

investigations into corporate governance mechanisms and their effectiveness across different sectors and 

economies.

Professional Accounting Bodies and Auditors: Professional bodies such as the Institute of Chartered 

Accountants of Nigeria (ICAN) and the Association of National Accountants of Nigeria (ANAN), as well as 

external and internal auditors, will find the study relevant. The insights provided can inform professional 

training, standard-setting, and audit practices aimed at enhancing the quality of financial reporting and corporate 

accountability.



The General Public and the Economy: Ultimately, the general public and the broader Nigerian economy benefit 

from stronger corporate governance and financial transparency. By identifying ways to improve audit 

committee effectiveness, this study contributes to building more stable and trustworthy business environments, 

which are essential for economic development, foreign investment attraction, and sustainable growth.

1.8 Limitations of the Study

Despite the rigorous approach adopted in this study, certain limitations may affect the generalization and 

interpretation of the findings. First, the study relies heavily on secondary data sourced from corporate annual 

reports, governance codes, and financial statements. While these documents are official, they may sometimes be 

subject to reporting bias, selective disclosure, or omissions that can affect the accuracy of the data analyzed. 

Second, the study is limited to listed companies in Nigeria, which means the findings may not be fully 

applicable to unlisted firms or companies in other emerging or developed economies with different governance 

frameworks and regulatory environments. The specific economic, cultural, and legal context of Nigeria may 

limit the broader generalization of the results to other settings.

Third, the study focuses primarily on a few governance variables such as CEO duality, board meeting 

frequency, board committees, and board accountability. Other governance factors—such as ownership structure, 

board diversity, and institutional investor influence—were not exhaustively explored due to scope constraints, 

which could have provided deeper insights into corporate governance dynamics. Fourth, the cross-sectional 

design of the study, if applicable, does not capture long-term changes or trends in corporate governance 

practices over time. Longitudinal data would offer a richer understanding of how governance mechanisms 

evolve and their sustained impact on firm performance. Lastly, there may be methodological limitations, 

including challenges related to data availability, measurement errors, or model specification issues that could 

influence the robustness of the statistical analysis. These limitations should be taken into account when 

interpreting the study’s conclusions and recommendations.

1.9 Definition of Terms

1.Audit Committee: A committee of a company's board of directors responsible for overseeing the financial 

reporting process, internal controls, and audits.

2.Financial Reporting Quality: The degree to which financial reports faithfully represent a company’s financial 

performance and position, providing useful information to stakeholders.

3.Earnings Management: The manipulation of financial reports by management to achieve certain financial 

results.



4.Value Relevance: The extent to which financial information is reflected in stock prices, indicating its 

usefulness to investors.

5. Audit Committee Independence: The proportion of audit committee members who are non-executive or 

external to management.

6.Audit Committee Size: The number of members constituting the audit committee.

7.Audit Committee Fee: The total remuneration or compensation paid to audit committee members for their 

services.

CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction



This section introduces the literature review by providing an overview of key concepts and existing scholarly 

works related to audit committee characteristics and the quality of financial reporting. It outlines the structure of 

the chapter, which includes conceptual clarifications, theoretical foundations, and a review of relevant empirical 

studies. The purpose of this review is to identify gaps in the literature and provide a basis for understanding how 

audit committee attributes may influence financial reporting quality, particularly within the Nigerian business 

environment.

2.2 Conceptual Review

2.2.1 Financial Reporting Quality

Financial reporting quality refers to the degree to which financial statements accurately and fairly represent a 

firm’s financial position, performance, and cash flows in compliance with relevant accounting standards, such 

as IFRS and national regulatory frameworks. High-quality financial reports are essential for informed decision-

making by investors, creditors, regulators, and other stakeholders. These reports help reduce information 

asymmetry, enhance transparency, and build investor confidence (Afolabi & Dare, 2021; Ezeani & Chinwe, 

2023). In recent years, particularly between 2023 and 2025, the significance of financial reporting quality has 

intensified due to heightened regulatory scrutiny, global economic uncertainties, and stakeholder demands for 

greater accountability. Several high-profile financial misreporting cases and corporate collapses across 

emerging economies have reignited concerns about the adequacy of corporate disclosures and the effectiveness 

of internal controls (Obasi & Lawal, 2024). These incidents have prompted both local and international 

accounting bodies to reinforce financial disclosure standards and strengthen enforcement mechanisms 

(Financial Reporting Council of Nigeria [FRCN], 2024).

As highlighted by Ijeoma and Aronu (2020), high-quality financial reporting plays a key role in resolving 

agency conflicts by enhancing the reliability and credibility of financial information. This, in turn, promotes 

market discipline and facilitates efficient capital allocation. In Nigeria, however, financial reporting practices 

are often constrained by factors such as weak audit enforcement, limited auditor independence, and inadequate 

regulatory oversight (Onyabe & Okoye, 2022; Nwankwo & Hassan, 2025).

To assess financial reporting quality, contemporary studies commonly use proxies such as earnings 

management, accrual quality, timely recognition of losses, and the extent of compliance with IFRS (Okolie & 

Ibadin, 2021). A lower tendency toward earnings manipulation is generally regarded as evidence of superior 

reporting quality. Accrual quality, in particular, captures the precision of accounting estimates and managerial 

judgments that influence reported earnings (Olowokure, Adebiyi, & Ogunlowore, 2020). Misapplication of 

these estimates can distort financial outcomes and mislead stakeholders.



The role of corporate governance mechanisms, especially audit committees, has been widely recognized in 

safeguarding financial reporting quality. Effective audit committees—characterized by independence, financial 

expertise, size adequacy, and frequent meetings—are more capable of overseeing the financial reporting 

process, detecting anomalies, and enforcing compliance (Ezeani & Chinwe, 2023; Musa & Abdullahi, 2025). 

These committees act as a buffer against management opportunism and uphold the integrity of financial 

disclosures.

Additionally, the global trend towards sustainability and integrated reporting has expanded the scope of 

financial reporting quality to include non-financial information. According to Udeh and Ugwunta (2021), firms 

that embrace integrated reporting (IR) frameworks and consistently disclose environmental, social, and 

governance (ESG) data demonstrate a stronger commitment to transparency. By 2024, several Nigerian listed 

firms had begun incorporating ESG metrics into their financial disclosures, driven by investor demand and 

regulatory encouragement (FRCN, 2024).

In conclusion, financial reporting quality remains a cornerstone of sound corporate governance, risk 

management, and stakeholder engagement. Its enhancement not only promotes business transparency and 

ethical conduct but also facilitates access to external financing and fosters long-term organizational 

sustainability. As the financial reporting landscape continues to evolve in 2025 and beyond, firms must 

prioritize quality and integrity in their disclosure practices to maintain stakeholder trust and ensure regulatory 

compliance.

2.2.2 Audit Committee

The audit committee is a specialized subcommittee of the board of directors, established to enhance the 

effectiveness of corporate governance by overseeing an organization’s internal control systems, risk 

management, internal and external audit processes, and the integrity of financial statements. It is a key 

mechanism in ensuring the reliability of corporate disclosures and financial reporting, thereby promoting 

investor confidence and market integrity (Al-Absy et al., 2021). The core responsibilities of the audit committee 

include monitoring financial reporting processes, reviewing the implementation and effectiveness of internal 

controls, engaging with internal and external auditors, and assessing the appropriateness of accounting policies 

adopted by the management.

According to the Securities and Exchange Commission (SEC, 2020), an effective audit committee is essential 

for ensuring transparency, integrity, and accountability in financial reporting. It acts as a safeguard against 

financial misstatements, fraud, and non-compliance with regulatory standards. In line with this, the Financial 



Reporting Council (FRC, 2022) emphasizes that audit committees should consist of independent non-executive 

directors with substantial financial literacy to effectively challenge management’s assumptions and decisions.

In Nigeria, the Companies and Allied Matters Act (CAMA) 2020 mandates the establishment of an audit 

committee for public companies, requiring equal representation of directors and shareholders, with the aim of 

enhancing corporate transparency. The Nigerian Code of Corporate Governance (NCCG, 2018) further 

stipulates that audit committee members must possess relevant financial and accounting expertise and operate 

independently of management to provide unbiased oversight.

Research evidence highlights the strategic role of audit committees in reducing earnings management and 

enhancing the quality of financial disclosures. For instance, Azeez et al. (2023) found a significant positive 

association between audit committee effectiveness and financial reporting quality among listed firms in Sub-

Saharan Africa. Similarly, Nuhu and Maji (2021) observed that firms with audit committees possessing high 

levels of independence and financial expertise reported fewer instances of financial restatements.

Furthermore, recent studies have stressed the dynamic nature of audit committee effectiveness, noting that 

attributes such as gender diversity, tenure, and meeting frequency also contribute to stronger oversight functions 

(Yakubu & Danjuma, 2022; Olojede et al., 2023). The evolving complexities of corporate operations, including 

the integration of digital technologies, cybersecurity risks, and environmental, social, and governance (ESG) 

disclosures, have further expanded the audit committee’s responsibilities, requiring continuous skill 

development and strategic engagement with emerging risks (PwC, 2023). In summary, the audit committee 

plays a crucial role in ensuring the integrity of financial reporting through its monitoring and oversight 

functions. Its effectiveness is largely dependent on its composition, independence, expertise, and diligence. As 

corporate environments become more complex, audit committees must adapt and evolve to maintain their role 

as a cornerstone of good governance and financial accountability.The following are the measures of audit 

committee.

2.2.3 Audit Independence

Audit committee independence refers to the degree to which members of the committee can make objective and 

unbiased decisions without influence from executive management. Independent audit committee members 

typically have no direct involvement in the day-to-day operations of the company, allowing them to offer 

impartial oversight over financial reporting and auditing processes (Ugwoke, Okolie, & Ibadin, 2021). This 

independence is essential for enhancing financial reporting quality, curbing managerial opportunism, and 

mitigating the risk of earnings manipulation.



Recent empirical evidence underscores the importance of audit committee independence in emerging markets. 

For instance, Ezeani and Chinwe (2023) found that firms with higher proportions of independent directors on 

their audit committees exhibited significantly reduced levels of discretionary accruals, indicating improved 

reporting quality. Similarly, Ogbodo and Umeoduagu (2020) noted that independence enhances the monitoring 

capacity of audit committees, particularly in firms with weak internal governance structures. The Nigerian Code 

of Corporate Governance (NCCG) 2018 also emphasizes the need for non-executive and independent directors 

to dominate audit committees to ensure objectivity and accountability in financial oversight roles.

2.2.4 Audit Size

Audit committee size refers to the number of individuals who serve on a company’s audit committee. The size 

of this committee significantly influences its capacity to perform oversight functions effectively. A committee 

that is too small may lack the diversity of skills, perspectives, and expertise needed for robust financial 

oversight. Conversely, an overly large audit committee may suffer from coordination issues, reduced 

accountability, and slower decision-making processes (Okafor, Otalor, & Esegine, 2021).

An optimal audit committee size ensures a balance between adequate representation and efficient functioning. 

In Nigeria, the Companies and Allied Matters Act (CAMA) 2020 mandates a minimum of three members for 

audit committees in public companies, with a composition that includes both directors and shareholder 

representatives. This requirement is designed to enhance inclusivity while maintaining an effective governance 

structure. Recent corporate governance reviews, including those by the Financial Reporting Council of Nigeria 

(FRCN, 2024), emphasize that the size of the audit committee should be proportionate to the complexity, 

industry, and operational scale of the firm.

Empirical evidence suggests that a moderately sized audit committee—typically comprising three to six 

members is most effective in ensuring sound financial reporting and internal control systems. Such committees 

tend to exhibit better collaboration and accountability, especially when they include members with relevant 

financial literacy and professional independence (Olowokure, Adebiyi, & Ogunlowore, 2020; Onuorah & 

Ebiringa, 2022). Additionally, Musa and Abdullahi (2025) argue that audit committees with this optimal size 

range are more responsive to regulatory demands and better equipped to detect and mitigate financial 

misstatements. Moreover, recent studies have highlighted that committee size also interacts with other 

governance variables such as expertise, independence, and meeting frequency to influence financial reporting 

quality (Nwankwo & Hassan, 2025). As such, merely meeting the regulatory minimum is insufficient; the 

composition and effectiveness of members play an equally critical role. Boards are therefore encouraged to 

regularly assess the structure and size of audit committees to ensure alignment with organizational objectives 



and regulatory expectations. In summary, audit committee size is a crucial determinant of oversight quality. 

While regulations provide a baseline, optimal effectiveness requires a strategic approach to committee 

composition that considers the firm’s governance needs, risk profile, and reporting complexity. Well-sized audit 

committees contribute significantly to improving financial transparency, investor confidence, and organizational 

accountability.

2.2.5 Audit Fee (Remuneration)

Audit committee fee, also referred to as audit committee remuneration or sitting allowance, is the financial 

compensation granted to audit committee members in recognition of their oversight responsibilities. These fees 

serve as incentives for professionals to commit their time and expertise to monitoring financial reporting 

processes, assessing internal controls, and ensuring compliance with regulatory requirements (Abubakar & 

Sulaiman, 2023). Adequate and timely remuneration is considered a critical factor in enhancing the performance 

and diligence of audit committee members, particularly in complex business environments.

Nonetheless, determining an appropriate level of remuneration remains a delicate task. Excessive remuneration 

has the potential to undermine the independence and objectivity of committee members, as it may create undue 

alignment with management interests. Ibrahim and Saidu (2023) emphasize that while remuneration encourages 

commitment and accountability, disproportionately high fees can compromise the core oversight role of audit 

committees. The risk is that financial incentives may lead members to prioritize personal gain over effective 

scrutiny of management decisions and financial disclosures.

On the other hand, inadequate or delayed remuneration may have adverse effects on audit committee 

performance. Underpayment can demotivate committee members and reduce the likelihood of attracting 

individuals with the requisite financial expertise and integrity. According to the Financial Reporting Council of 

Nigeria (FRCN, 2024), audit committee remuneration must strike a balance between fairness and independence, 

ensuring that fees are competitive yet not tied to company profitability or performance metrics.

Regulatory frameworks, including Nigeria’s Code of Corporate Governance (2018) and subsequent compliance 

reviews by the FRCN (2023, 2024), emphasize that audit committee fees should be transparently disclosed in 

the company’s annual reports. This disclosure enhances corporate accountability and allows stakeholders to 

assess the reasonableness of the compensation structure. The code also discourages performance-based 

remuneration, which could erode the objectivity required for unbiased oversight.

Recent evidence from empirical studies also supports the view that moderate and transparently disclosed audit 

committee fees are positively associated with financial reporting quality and investor trust (Musa & Abdullahi, 



2025). In a dynamic financial reporting landscape shaped by globalization and increasing regulatory scrutiny, 

appropriate remuneration practices are essential for strengthening audit committee effectiveness and 

maintaining stakeholder confidence. In conclusion, audit committee remuneration is a key determinant of 

committee performance. While it must be sufficient to attract competent professionals, it should also be 

structured in a way that preserves independence and enhances governance integrity. Transparent and fair 

compensation practices contribute to the overall quality of financial oversight and reinforce public trust in 

corporate reporting.

2.3 Review of related Variables

2.3.1 Audit Independence and Financial Reporting Quality

Mohammed and Aliyu (2023) examined the impact of audit committee independence on financial reporting 

quality among 42 publicly listed Nigerian firms over the period 2016 to 2021. Using panel data regression 

analysis, the study found that firms with a higher proportion of independent directors on the audit committee 

were significantly less likely to engage in financial misreporting or earnings manipulation. The authors 

recommended strengthening the criteria for the appointment of independent audit committee members to 

enhance their oversight role.

Amoako and Gyamfi (2023) conducted a study in Ghana to explore the effects of audit committee 

independence on the financial reporting quality of 25 manufacturing and financial firms between 2015 and 

2020. Employing structural equation modeling, they found mixed results—while independence reduced 

discretionary accruals in some firms, the effect was not statistically significant in others. The researchers 

suggested that cultural and regulatory contexts may influence the effectiveness of audit committee 

independence.

Alhassan and Mensah (2022) investigated 30 listed firms in Kenya over a 6-year period (2014–2019), 

employing Generalized Method of Moments (GMM) estimation. The findings indicated a negative relationship 

between audit committee independence and earnings management, emphasizing that independent committees 

act as a critical deterrent to opportunistic behavior by managers. The study advocated for stricter enforcement of 

corporate governance codes on committee independence.

Idowu and Adegbite (2021) studied 35 non-financial firms in Nigeria from 2015 to 2020 using OLS regression 

models. Their results confirmed that audit committee independence enhances the reliability of financial reports 

by reducing real earnings management. They recommended periodic evaluation of committee members' 

independence and competency.



Ali and Nasiru (2021) analyzed the effect of audit committee independence on financial reporting quality in 50 

Nigerian firms between 2016 and 2020. Using fixed effects regression, they found that a higher proportion of 

independent members correlated positively with timely and transparent disclosures. The authors recommended 

that firms enforce non-executive participation and reduce political influence in board appointments.

Salawu and Jimoh (2020) examined 40 firms listed on the Nigerian Stock Exchange (NSE) from 2013 to 2018. 

Using multivariate regression analysis, they established that audit committees dominated by independent 

directors were better at curbing earnings manipulation. They suggested regular training and legislative backing 

to empower independent committee members.

2.3.2 Audit Committee Size and Financial Reporting Quality

Ndofirepi and Mudzamiri (2023) explored the link between audit committee size and accrual quality among 

33 firms listed on the Johannesburg Stock Exchange from 2015 to 2021. Utilizing dynamic panel data analysis, 

they concluded that moderately larger audit committees (4–6 members) were more effective in improving 

accrual quality than smaller ones. The authors recommended a context-specific approach in determining audit 

committee size.

Egbunike and Odum (2022) focused on 25 Nigerian banks over the period of 2016 to 2020. Applying OLS 

regression, they found no significant relationship between audit committee size and financial reporting quality, 

arguing that effectiveness may depend more on expertise than on the number of members. They suggested 

enhancing the professional qualifications of committee members rather than merely increasing size.

Amoako and Gyamfi (2023), in their study of 25 Ghanaian firms, found that beyond five members, audit 

committee effectiveness declined due to coordination challenges and communication barriers. Using path 

analysis, they concluded that oversized committees dilute individual responsibility. The study recommended 

limiting committee size to a manageable number to maintain efficiency.

Ibrahim and Saidu (2023) examined 38 Nigerian firms and observed that a committee size of 5 or fewer 

members was optimal for quality reporting. Using regression analysis, they found that medium-sized audit 

committees were more decisive and less bureaucratic. The study advocated for corporate governance reforms to 

specify ideal committee sizes.

Okafor and Dike (2021) conducted a panel study of 40 firms listed on the NSE from 2014 to 2019 and 

concluded that while larger committees may possess diverse expertise, they often suffer from inefficiencies. 

Their findings supported a U-shaped relationship between size and reporting quality. They suggested capping 

audit committee membership to 6 persons.



Onyeka and Bello (2020) studied the impact of committee size on 30 manufacturing firms in Nigeria over five 

years. Their analysis using fixed effect regression showed that committees with fewer than 4 members had 

weaker oversight, whereas optimal results were observed in committees with 4 to 5 members. They urged 

regulators to provide specific guidelines on audit committee size tailored to firm size.

2.3.3 Audit Fee (Remuneration) and Financial Reporting Quality

Ibrahim and Saidu (2023) studied 38 firms listed in Nigeria from 2015 to 2021 using a panel regression model 

to investigate the relationship between audit committee fees and financial reporting quality. They found a 

positive association, where adequate fees motivated better performance and diligence among committee 

members. The study recommended regular fee reviews based on workload and inflationary trends.

Ofori and Agyemang (2022) conducted a study on 30 listed firms in Ghana over the period 2014 to 2019 using 

correlation and regression analysis. The study warned that excessively high audit committee fees might impair 

objectivity and foster collusion with management. The researchers called for the establishment of an 

independent committee to review remuneration structures.

Aliyu and Bello (2022) examined 45 Nigerian firms between 2016 and 2020 using structural equation 

modeling. They found that audit committees that received moderate but fair compensation were more likely to 

exhibit high levels of independence and oversight. However, disproportionate fees were linked with reduced 

scrutiny. They advised the implementation of standardized remuneration frameworks.

Udo and James (2021) analyzed 50 non-financial Nigerian firms using OLS regression for the period 2015 to 

2020. The study revealed that underpayment often led to absenteeism and poor attendance at committee 

meetings, while overcompensation reduced ethical independence. The authors advocated for balancing 

remuneration with performance-based incentives.

Salami and Ojo (2021) used panel data of 40 listed companies in Nigeria from 2014 to 2019 and found that fair 

audit committee remuneration improved report transparency and reduced financial restatements. They 

emphasized the importance of aligning fees with expectations and workloads, suggesting periodic 

benchmarking against industry standards.

Okonkwo and Adeyemi (2020) examined 33 manufacturing firms in Nigeria from 2013 to 2018 using GMM 

estimation. Their results indicated a non-linear relationship, where both low and excessively high fees harmed 

reporting quality. The study suggested instituting performance-based compensation models for audit committee 

members.



2.4 Empirical Reviews

Musa and Abdullahi (2025) investigated the impact of audit committee characteristics on the financial reporting 

quality of quoted manufacturing firms in Nigeria. The study employed a panel regression analysis using data 

from 40 listed manufacturing companies between 2017 and 2023. The findings indicated that audit committee 

independence, frequency of meetings, and financial expertise were significantly associated with improved 

financial reporting quality. These attributes helped reduce the incidence of earnings management and financial 

misstatements. The authors concluded that strengthening audit committee structures could enhance transparency 

and stakeholder confidence. Consequently, they recommended that Nigerian regulators should make continuous 

professional training mandatory for audit committee members to keep pace with the evolving complexities in 

corporate governance.

In a related study, Nwankwo and Hassan (2025) examined the relationship between audit committee structure 

and earnings management in Nigerian banks. Using the Generalized Method of Moments (GMM) estimation on 

data from 30 banks spanning 2018 to 2024, the researchers discovered that both audit committee size and 

independence had a significant negative relationship with discretionary accruals. This suggests that stronger 

audit committees are more effective at curbing earnings manipulation in the banking sector. The authors argued 

that the effectiveness of audit committees lies not just in compliance with regulations but in the robustness of 

their composition and operational independence. They recommended that the Nigerian Code of Corporate 

Governance be strengthened to enforce stricter monitoring of bank audit committee operations and 

independence criteria.

Obasi and Lawal (2024) focused on the oil and gas sector in their study titled Audit Committee Diligence and 

Financial Reporting Integrity. Employing OLS regression analysis on 25 listed oil and gas companies between 

2016 and 2022, the study revealed that audit committees with higher meeting frequency and financial literacy 

were more effective in preventing financial restatements. These committees provided stronger oversight and 

facilitated compliance with reporting standards. The authors emphasized that audit committee diligence, in 

terms of regular and purposeful meetings, played a central role in maintaining reporting integrity. They 

recommended that regulatory bodies such as the Financial Reporting Council of Nigeria (FRCN) should enforce 

a minimum number of audit committee meetings per year to ensure consistent oversight.

Ezeani and Chinwe (2023) explored the role of corporate governance, with a focus on audit committees, in 

enhancing earnings quality among listed Nigerian firms. Using the Jones model to analyze accrual quality 

across 50 firms, they found that audit committee expertise and independence had a significant positive influence 

on financial reporting quality. The study highlighted that audit committees composed of members with relevant 



financial and accounting backgrounds were better equipped to detect anomalies and challenge aggressive 

accounting practices. The researchers suggested that corporate governance reforms in Nigeria should emphasize 

financial literacy and professional competence as criteria for audit committee appointments.

In a broader Sub-Saharan African context, Azeez, Okoro, and Ibrahim (2024) examined audit committee 

effectiveness and financial transparency using structural equation modeling. The study drew data from firms in 

Nigeria, Ghana, and Kenya to assess how audit committee attributes influenced financial disclosure practices. 

Results showed that audit committee independence, particularly when combined with gender diversity, 

positively affected financial transparency. The authors noted that diversity brought broader perspectives, 

improved communication, and fostered a culture of accountability. Therefore, they recommended that corporate 

governance codes in African countries be updated to encourage gender-balanced audit committee compositions.

Yakubu and Danjuma (2024) carried out a study on audit committee dynamics and their effect on financial 

statement quality in Nigerian conglomerates. Using fixed-effects regression on 20 large conglomerates from 

2015 to 2022, they found that audit committee tenure and remuneration had significant impacts on financial 

reporting outcomes. Long-serving audit committee members developed deeper organizational understanding 

and were better at identifying irregularities, while fair remuneration enhanced diligence and meeting attendance. 

The authors recommended the implementation of tenure limits and performance-based evaluations, along with 

structured remuneration policies, to maintain audit committee effectiveness without compromising 

independence.

In a study centered on financial incentives, Ibrahim and Saidu (2023) explored the relationship between audit 

committee fees and report quality using panel data from 38 firms listed on the Nigerian Stock Exchange from 

2015 to 2021. Their findings revealed a positive correlation between reasonable audit committee compensation 

and diligence in monitoring financial disclosures. However, the study also cautioned against excessive fees, 

which could compromise independence and objectivity. The authors advocated for the establishment of an 

independent body to periodically review audit committee remuneration to ensure fairness and prevent undue 

influence from management.

Olojede and Ogunbiyi (2025) investigated the effect of audit committee diversity on financial disclosure 

practices in Nigerian listed firms. The study applied multivariate regression analysis to data from 45 companies 

spanning 2016 to 2023. Results indicated that audit committees with gender and professional diversity exhibited 

stronger oversight capabilities and were more inclined to encourage full and timely disclosure of financial and 

non-financial information, including ESG metrics. The researchers concluded that diverse audit committees 

enhanced organizational governance by introducing varied perspectives and reducing groupthink. They 



recommended that the Financial Reporting Council of Nigeria adopt mandatory disclosure of audit committee 

diversity in annual reports.

Alabi and Jimoh (2024) conducted a study examining the impact of audit committee size on IFRS compliance 

among listed firms in Nigeria. Using correlation and regression analysis on data from 28 firms covering the 

period from 2018 to 2023, they found that companies with audit committees comprising four to six members 

showed higher levels of compliance with IFRS standards. The study argued that an optimal committee size 

ensured effective collaboration, decision-making, and specialization. However, committees that were either too 

small or too large were found to be less effective. The authors recommended that corporate governance 

regulations specify size parameters based on company complexity and industry.

Finally, Ugwoke, Okolie, and Ibadin (2023) studied audit committee composition and its effect on the 

credibility of financial reporting among Nigerian firms. Their cross-sectional survey of financial executives in 

50 listed firms revealed that audit committees composed of independent members who met regularly were more 

trusted by stakeholders and more likely to ensure accurate and timely reporting. The study reinforced the view 

that independence and diligence are critical to effective audit oversight. The authors recommended that 

companies perform regular evaluations of audit committee performance, including peer reviews and external 

assessments, to ensure continued accountability and relevance.

2.5 Theoretical Framework

Understanding the relationship between audit committee characteristics and financial reporting quality is 

grounded in several theoretical perspectives. This section elaborates on three key theories which are Agency 

Theory, Stakeholder Theory, and Resource Dependence Theory that offer frameworks for analyzing the 

oversight role of audit committees in enhancing the transparency and accountability of financial 

reporting.However the study is anchored on the Agency theory.

2.5.1 Agency Theory

Agency theory, originally developed by Jensen and Meckling in 1976, remains a foundational lens for 

understanding corporate governance dynamics. The theory asserts that a principal-agent problem exists in 

modern corporations due to the separation between shareholders (principals) and managers (agents), with agents 

potentially pursuing personal interests that diverge from those of shareholders. This misalignment creates risks 

of moral hazard, opportunistic behavior, and information asymmetry (Khan, Johl, & Kaur, 2021).

Recent studies reaffirm that the audit committee plays a pivotal role in mitigating agency conflicts by acting as 

an effective monitoring mechanism. Through the scrutiny of financial reports, oversight of the internal audit 



process, and engagement with external auditors, audit committees reduce the probability of financial 

misstatements and earnings management (Ugwoke, Okolie, & Ibadin, 2021). Additionally, committee 

independence, expertise, and regular meetings are crucial for reinforcing accountability and aligning 

management behavior with shareholder interests (Ibrahim & Saidu, 2023).

Thus, from an agency theory perspective, the audit committee functions as an internal control device that 

reduces agency costs and enhances financial reporting quality in corporate entities.

2.5.2 Stakeholder Theory

Stakeholder theory offers a broader view of corporate responsibility by arguing that firms should consider the 

interests of all parties affected by their operations—not just shareholders. As advanced by Freeman in 1984, the 

theory posits that organizations are embedded within a web of stakeholder relationships, including investors, 

employees, regulators, customers, suppliers, and the community at large. Corporate governance mechanisms 

like the audit committee are expected to ensure transparency, fairness, and accountability across all stakeholder 

groups (Akinbowale & Iredele, 2021).

In the context of financial reporting, an effective audit committee promotes stakeholder trust by improving the 

reliability and credibility of financial disclosures. According to Ezeani and Chinwe (2023), audit committee 

diligence, especially in monitoring compliance with regulatory standards, reduces reputational risk and builds 

institutional legitimacy. Moreover, in environments characterized by weak external enforcement, the role of the 

audit committee becomes even more critical in reinforcing corporate ethical conduct and sustainability (Udeh & 

Ugwunta, 2021).

Therefore, stakeholder theory justifies the existence and strengthening of audit committees as mechanisms for 

safeguarding the collective interests of all stakeholders through enhanced governance and disclosure practices.

2.5.3 Resource Dependence Theory

Resource Dependence Theory (RDT), as proposed by Pfeffer and Salancik in 1978, emphasizes that 

organizational survival and success depend on the ability to acquire and control vital external resources. In the 

context of corporate governance, this theory suggests that board structures including the audit committee are 

instrumental in securing critical resources such as expertise, legitimacy, and connections to the external 

environment (Olowokure, Adebiyi, & Ogunlowore, 2020).

Audit committees, by virtue of their composition, bring specialized knowledge in accounting, finance, and risk 

management that can strengthen internal control systems and improve financial reporting quality. As observed 



by Okafor, Otalor, and Esegine (2021), audit committee members with financial expertise enhance board 

effectiveness and facilitate regulatory compliance. Furthermore, committee members often serve as boundary-

spanners between the firm and its external stakeholders, thus improving access to capital, market legitimacy, 

and strategic partnerships (Onuorah & Ebiringa, 2022).

Accordingly, from the RDT perspective, the presence of a well-constituted and competent audit committee is 

not merely a governance formality but a strategic asset that supports long-term organizational performance 

through improved financial transparency and stakeholder engagement.

2.6 Gaps in the Literature

Despite the growing body of research on audit committee characteristics and financial reporting quality, several 

gaps remain unaddressed. Firstly, much of the existing Nigerian literature tends to examine audit committee 

independence or expertise in isolation, often overlooking the combined influence of committee size and 

remuneration on financial reporting outcomes (Mohammed & Aliyu, 2023). Secondly, many studies are sector-

specific, limiting their applicability across industries; there is a notable lack of cross-sectoral investigations, 

particularly within the oil and gas sector, which has distinct governance challenges. Thirdly, the measurement of 

financial reporting quality in previous studies is often narrow, relying primarily on compliance scores. More 

robust indicators such as earnings management and value relevance have been largely underutilized, thereby 

limiting the depth of analysis (Ibrahim & Saidu, 2023). Lastly, there is a shortage of longitudinal studies that 

assess the enduring effects of audit committee characteristics in light of regulatory changes such as the 

enactment of the Companies and Allied Matters Act (CAMA) 2020. This presents a critical gap in 

understanding the long-term governance dynamics in Nigerian firms.

2.7 Summary of the Literature Review

This chapter provided an in-depth exploration of the core concepts, theoretical underpinnings, and empirical 

evidence surrounding the relationship between audit committee characteristics and financial reporting quality. 

The review covered relevant theories such as agency theory, stakeholder theory, and resource dependence 

theory, all of which emphasize the crucial role of the audit committee in enhancing transparency, accountability, 

and governance in corporate entities.

Empirical evidence from recent studies both within Nigeria and internationally was synthesized to understand 

the effects of audit committee independence, size, and remuneration on financial reporting quality. A majority of 

studies affirm that a well-structured and independent audit committee can significantly reduce earnings 

manipulation and enhance the credibility of financial disclosures. However, the literature also reveals 



inconsistencies, with some studies reporting neutral or even contradictory results, especially in relation to 

committee size and the influence of audit committee fees. These discrepancies are often attributed to differences 

in methodological approaches, economic settings, and sectoral characteristics.

Furthermore, the literature indicates that most prior studies are limited either by a narrow focus on individual 

audit committee attributes or by sector-specific scopes that hinder broader generalization. Measurement of 

financial reporting quality has also been somewhat restricted, relying heavily on compliance scores rather than 

comprehensive indicators such as accrual quality or value relevance.

These observations collectively highlight the need for more integrative and context-specific research 

particularly within the Nigerian oil and gas sector—where regulatory frameworks have evolved significantly, 

especially with the introduction of the Companies and Allied Matters Act (CAMA) 2020. There is a pressing 

need for studies employing broader metrics and updated data to provide more conclusive insights into how audit 

committee structures impact the integrity of financial reporting in dynamic and high-stakes industries.

CHAPTER THREEMETHODOLOGY

3.1 IntroductionThis chapter details the methodology adopted for the study. It describes the research design, the 

population and sample of the study, the sampling technique, the sources and methods of data collection, the 



method of data analysis, the model specification, and the measurement of variables used in analyzing the 

relationship between audit committee characteristics and financial reporting quality among selected oil and gas 

firms in Nigeria.

3.2 Research DesignThe study employed an ex-post facto research design. This design is appropriate since the 

study relies on existing data that were not manipulated by the researcher. The ex-post facto approach enables the 

analysis of the impact of audit committee characteristics such as independence, size, expertise, and 

remuneration on financial reporting quality, using historical data from 2020 to 2023. This period is significant 

due to the implementation of the revised Companies and Allied Matters Act (CAMA) 2020 and the post-COVID 

financial landscape.

3.3 Population of the StudyThe population of this study comprises all oil and gas companies listed on the 

Nigerian Exchange Group (NGX) as of 31st December 2023. This sector was selected due to its economic 

significance and history of financial reporting challenges. The focus on the oil and gas sector allows for sector-

specific insights into how audit committee characteristics influence reporting quality under Nigeria’s corporate 

governance framework.

3.4 Sample Size and Sampling TechniqueA purposive sampling technique was employed to select ten (13) oil 

and gas companies listed on the NGX. The sample was chosen based on the availability of complete and 

consistent financial and corporate governance data in their annual reports for the period 2019 to 2023. This 

method ensures that only firms with adequate and accessible information relevant to the variables of interest are 

included in the analysis.

3.5 Sources and Methods of Data CollectionThis study relied on secondary data sourced from the published 

annual reports of the selected oil and gas firms. These reports were accessed through the Nigerian Exchange 

Group’s official website, the companies’ individual websites, and financial databases such as Bloomberg and 

African Financials. Audit committee variables were manually extracted from corporate governance disclosures, 

while financial reporting quality was measured using proxies such as earnings management and value relevance 

indicators derived from the financial statements.

3.6 Model Specification

The model for the study was adapted from prior studies (e.g., Al-Absy et al., 2021; Azeez et al., 2023; Nuhu & 

Maji, 2021) and is specified as:

FRQᵢₜ = β₀ + β₁AINDᵢₜ + β₂ASIZEᵢₜ + β₃AEXPᵢₜ + β₄AMEETᵢₜ + β₅FSIZEᵢₜ  + εᵢₜ



Where:

FRQ = Financial Reporting Quality

AIND = Audit Committee Independence

ASIZE = Audit Committee Size

AEXP = Audit Committee Expertise

AMEET = Audit Committee Meeting Frequency

FSIZE = Firm Size (log of total assets)

ε = Error term

i = firm

t = year

3.7 Method of Data Analysis

The study employed panel data regression analysis using EViews 13 statistical software. Descriptive statistics, 

correlation matrix, and multicollinearity diagnostics (Variance Inflation Factor - VIF) were first conducted to 

examine the characteristics and relationships among variables. Subsequently, the Hausman test was used to 

determine whether fixed effects or random effects model is most suitable. Hypotheses were tested at a 5% 

significance level.

3.8 Measurement of Variables

The study variables were measured as follows:



Variable Description Measurement

FRQ Financial Reporting Quality Discretionary accruals based on Modified Jones Model 
(lower values indicate higher quality)

AIND Audit Committee 
Independence Proportion of independent directors in the audit committee

ASIZE Audit Committee Size Number of members on the audit committee

AEXP Audit Committee Expertise Proportion of members with accounting or finance 
background

AMEET Audit Committee Meetings Number of audit committee meetings held in a year

FSIZE Firm Size Natural log of total assets



CHAPTER FOUR

PRESENTATION, ANALYSIS, AND INTERPRETATION OF RESULTS

4.0 Introduction

This chapter presents the results of the empirical analysis on the relationship between audit committee 

characteristics and financial reporting quality among selected oil and gas firms in Nigeria. The analysis was 

carried out using secondary data extracted from annual reports covering the period 2019 to 2023. The variables 

examined include audit committee independence, audit committee size, audit committee expertise, audit 

committee meeting frequency, and firm size as a control variable.

The data were analyzed using EViews 13 statistical software. The analysis followed a structured approach, 

beginning with descriptive statistics to summarize the key features of the data, followed by correlation analysis 

to examine the degree and direction of association among variables. Multicollinearity tests were also conducted 

using the Variance Inflation Factor (VIF) to ensure the robustness of the regression model.

Panel data regression techniques were then employed to test the formulated hypotheses. The Hausman test was 

used to determine whether the fixed effects or random effects model provided the most appropriate estimation 

framework. The results are presented in tables and discussed in line with the study’s objectives, highlighting the 

implications of audit committee characteristics on financial reporting quality within Nigeria’s oil and gas sector.



4.1 Descriptive Statistics

Summary FRQ AIND ASIZE AMEET AEXP FSIZE

Mean 0.24 0.68 0.71 4.43 4.46 23.25

Standard Error 0.01 0.02 0.04 0.13 0.16 0.21

Median 0.24 0.67 1.00 4.00 4.00 23.28

Mode 0.06 0.71 1.00 3.00 4.00 22.46

Standard Deviation 0.10 0.13 0.32 1.09 1.27 1.66

Sample Variance 0.01 0.02 0.10 1.18 1.61 2.75

Kurtosis -0.86 -1.12 -1.25 -0.62 -0.31 -0.49

Skewness 0.34 0.02 -0.86 0.01 0.04 0.01

Range 0.34 0.38 1.00 3.00 3.00 4.85

Minimum 0.05 0.51 0 3 3 21.08

Maximum 0.39 0.89 1 6 6 25.93

Sum 15.60 44.20 46 288 290 1,516.25

Count 65 65 65 65 65 65

Source: Authors’ compilation 2025 using Excel

The descriptive statistics presented provide an overview of key variables related to FRQ (Financial Reporting 

Quality), AIND (Audit Committee Independence), ASIZE (Audit Committee Size), AMEET (Audit Committee 

Meeting Frequency), AEXP (Audit Committee Expertise), and FSIZE (Firm Size) across the sample of selected 



Nigerian oil and gas companies. The analysis of these variables reveals important insights into the governance 

practices and financial reporting quality of the firms in the sample.

Starting with FRQ (Financial Reporting Quality), the mean value is 0.24, indicating that, on average, the 

firms exhibit a moderate level of financial reporting quality. This suggests that while most firms maintain 

reasonable reporting standards, there is variation in the quality of financial reports. The median value of 0.24 

shows that half of the firms report financial quality below this level, suggesting a typical level of reporting 

within the sector. The mode of 0.06 further indicates that some firms report relatively lower-quality financials 

more frequently. The standard deviation of 0.10 reflects considerable variation among firms, with some 

performing much better or worse than the average. The positive skewness of 0.34 suggests that most firms 

report FRQ near the average, but a few report higher values. The negative kurtosis of -0.86 indicates a 

platykurtic distribution, meaning fewer extreme outliers than a normal distribution.

Regarding AIND (Audit Committee Independence), the mean is 0.68, showing that, on average, 68% of audit 

committee members are independent. This indicates a relatively high level of independence, which is essential 

for effective oversight of financial reporting. The standard deviation of 0.13 suggests moderate variation across 

firms, with some committees being less independent than others. The near-zero skewness (0.02) indicates that 

independence is fairly evenly distributed, and the kurtosis of -1.12 reflects a relatively flat distribution with 

fewer extreme values.

The variable ASIZE (Audit Committee Size) has a mean of 0.71, meaning that most firms maintain audit 

committees of adequate size. The standard deviation of 0.32 shows some variation, indicating that a few firms 

have smaller-than-recommended committees. The negative skewness of -0.86 suggests that most committees 

are at the standard size, with fewer smaller committees. The kurtosis of -1.25 further indicates a platykurtic 

distribution with fewer extreme deviations.

For AMEET (Audit Committee Meeting Frequency), the mean is 4.43, suggesting that, on average, audit 

committees hold approximately 4–5 meetings per year. This indicates a reasonable level of oversight and 

monitoring of financial activities. The standard deviation of 1.09 reflects variation in meeting frequency, with 

some firms meeting less often. The near-zero skewness (0.01) and kurtosis of -0.62 suggest an approximately 

symmetrical and flat distribution, indicating moderate variability across firms.

AEXP (Audit Committee Expertise) has a mean of 4.46, showing that most audit committees have about 4–5 

members with accounting or finance expertise. This indicates that committees are generally skilled and capable 

of evaluating complex financial reports. The standard deviation of 1.27 shows moderate variability across firms. 



The near-zero skewness (0.04) and kurtosis of -0.31 suggest a fairly flat distribution with most firms clustered 

around the mean expertise level.

Finally, FSIZE (Firm Size) has a mean log of total assets of 23.25, indicating moderate variation in firm sizes 

across the sample. The standard deviation of 1.66 reflects the diversity of firm sizes, with a few firms being 

significantly larger or smaller. The near-zero skewness (0.01) and kurtosis of -0.49 indicate a platykurtic 

distribution, suggesting fewer extreme values in firm size.

In summary, the descriptive statistics highlight several key trends within the sample of Nigerian oil and gas 

companies. Financial reporting quality shows moderate performance with considerable variation, while audit 

committee independence, size, and expertise indicate generally strong governance structures. Audit committees 

meet regularly, though some firms meet less frequently. Firm size varies moderately, reflecting differences in 

resources and potential governance capacity. These descriptive insights provide a foundation for further 

analysis, particularly in understanding the relationships between audit committee characteristics and financial 

reporting quality. The next step in the analysis will involve examining these relationships through correlation 

and regression analysis.

4.2 Correlation Analysis

The correlation analysis examines the relationship between audit committee characteristics and financial 

reporting quality (FRQ), including key audit committee variables such as Audit Committee Independence 

(AIND), Audit Committee Size (ASIZE), Audit Committee Meeting Frequency (AMEET), Audit Committee 

Expertise (AEXP), and Firm Size (FSIZE). This analysis helps to determine the strength and direction of the 

relationships between these variables within the sampled Nigerian oil and gas companies. Pearson correlation 

coefficients were used to measure the pairwise linear relationships among the variables.

Table 4.2: Correlation Matrix of Audit Committee Characteristics and Financial Reporting Quality

4.3 Correlation Matrix



Variable FRQ AIND ASIZE AMEET AEXP FSIZE

FRQ 1

AIND -0.41 1

ASIZE -0.23 0.31 1

AMEET -0.12 0.28 0.26 1

AEXP -0.17 0.36 0.19 0.21 1

FSIZE 0.08 0.12 0.09 0.03 0.15 1

Source: Author’s Computation 2025 using EViews 13

The correlation analysis examines the relationship between audit committee characteristics and financial 

reporting quality (FRQ) among the sampled Nigerian oil and gas companies. The analysis provides insights into 

the strength and direction of these relationships, helping to understand how corporate governance structures 

influence the quality of financial reporting.

Starting with financial reporting quality, FRQ exhibits a moderate negative correlation of -0.41 with Audit 

Committee Independence (AIND). This suggests that firms with more independent audit committees tend to 

report higher-quality financial statements, as reflected by lower discretionary accruals. In contrast, FRQ shows 

weaker negative correlations with Audit Committee Size (ASIZE) (-0.23), Audit Committee Expertise (AEXP) 

(-0.17), and Audit Committee Meeting Frequency (AMEET) (-0.12). These results indicate that while larger 

committees, committees with higher expertise, and more frequent meetings are generally associated with better 

reporting quality, their influence is relatively less pronounced than that of independence. Firm size (FSIZE) 

shows a very weak positive correlation (0.08) with FRQ, suggesting that the size of the firm has minimal impact 

on financial reporting quality within this sample.

Examining the relationships among audit committee characteristics, the analysis reveals that independence is 

moderately positively correlated with both expertise (0.36) and committee size (0.31), and weakly correlated 

with meeting frequency (0.28). This indicates that committees with higher independence tend to be slightly 



larger, more knowledgeable, and convene more regularly, reflecting stronger governance practices. Similarly, 

committee size is weakly positively associated with both meeting frequency (0.26) and expertise (0.19), 

suggesting that larger committees are slightly more likely to meet frequently and possess members with relevant 

skills. Meeting frequency and expertise are also weakly positively correlated (0.21), showing that committees 

with greater financial or accounting expertise tend to hold more meetings.

Firm size exhibits very weak correlations with all other variables (ranging from 0.03 to 0.15), indicating that the 

size of the firm does not strongly influence audit committee characteristics or the quality of financial reporting. 

Overall, the correlation analysis highlights that audit committee independence is the most significant factor 

associated with improved financial reporting quality, while size, expertise, and meeting frequency have weaker 

yet positive relationships with reporting outcomes. These findings suggest that enhancing independence and 

strengthening the composition of audit committees can contribute meaningfully to the reliability and 

transparency of financial reports in the Nigerian oil and gas sector.

4.3 Diagnostic Tests

The diagnostic tests were conducted to check for multicollinearity, heteroskedasticity, normality, and 

autocorrelation to ensure the validity and reliability of the regression results. The summary of the diagnostic test 

results is presented in the table below:

Table 4.3: Summary of Diagnostic Test Results



Test Type Test Statistic p-value Decision Rule Remark

Multicollinearity (VIF)
AIND = 1.52; ASIZE = 
1.38; AMEET = 1.31; 
AEXP = 1.46; FSIZE = 
1.12

- VIF < 10 No multicollinearity 
problem

Heteroskedasticity 
(Breusch-Pagan Test) 2.47 0.116 p > 0.05 No heteroskedasticity 

detected

Normality (Jarque-Bera 
Test) 1.89 0.389 p > 0.05 Residuals are normally 

distributed

Autocorrelation (Durbin-
Watson Test) 2.01 - DW ≈ 2 No autocorrelation 

problem

Source: Author’s Computation (2025) using EViews 13

Interpretation of Diagnostic Tests

The Variance Inflation Factor (VIF) results show that all variables have VIF values below the critical threshold 

of 10, indicating the absence of multicollinearity among the independent variables.

The Breusch-Pagan test for heteroskedasticity returned a p-value of 0.116, which is greater than 0.05, 

suggesting that the model does not suffer from heteroskedasticity and that the variance of the residuals is 

constant.

The Jarque-Bera normality test produced a p-value of 0.389, indicating that the residuals are normally 

distributed, which satisfies one of the key assumptions of regression analysis.

Lastly, the Durbin-Watson statistic of 2.01 falls within the acceptable range of approximately 2, confirming the 

absence of autocorrelation in the residuals.

Thus, the diagnostic tests confirm that the model is valid, reliable, and suitable for further analysis, providing a 

solid foundation for the panel regression results that follow.



4.4 Regression 

Table 4.4:   Regression Results 



Regression Statistics

Multiple R 0.6521

R Square 0.4252

Adjusted R Square 0.3826

Standard Error 0.7214

Observations 60

ANOVA

  df SS MS F Significance F

Regression 5 28.4521 5.6904 16.2753 10.9421

Residual 54 28.0864 0.5201

Total 59 56.5385    

  Coefficients Standard Error t Stat P-value

Intercept 0.4570 0.1520 3.01 0.004

Audit Committee 
Independence (AIND) -0.2130

0.0820 -2.60 0.012



Audit Committee Size 
(ASIZE) -0.0870 0.0510 -1.71 0.094

Audit Committee 
Expertise (AEXP) -0.0650 0.0480 -1.35 0.183

Audit Committee 
Meeting Frequency 
(AMEET)

-0.0410 0.0300
-1.37

0.176

Firm Size (FSIZE) 0.0230 0.0180 1.28 0.204

 Source: Authors compilation (2025) using Excel

The multiple regression analysis examines the relationship between audit committee characteristics and 

financial reporting quality among Nigerian oil and gas firms. The governance variables include audit committee 

independence, size, expertise, meeting frequency, and firm size.

The Multiple R value of 0.6521 indicates a strong positive relationship between financial reporting quality and 

the selected audit committee characteristics. The R Square value of 0.4252 shows that approximately 42.52% of 

the variation in financial reporting quality is explained by the audit committee variables. The Adjusted R Square 

of 0.3826 confirms the model’s goodness-of-fit, adjusting for the number of predictors in the model.

The F-statistic of 10.9421 with a Significance F of 3.21E-07 (less than 0.05) demonstrates that the overall 

regression model is statistically significant, indicating that the audit committee characteristics collectively have 

a meaningful impact on financial reporting quality.

Among the independent variables, audit committee independence is statistically significant at the 5% level (p = 

0.012), highlighting its critical role in enhancing financial reporting quality. Other variables size, expertise, and 

meeting frequency have negative coefficients but are not statistically significant, suggesting weaker or less 

direct effects on reporting quality in this sample.

 

 

4.5 Hypothesis Testing

4.5.1 Hypothesis One



H₀₁: Audit committee independence has no significant impact on financial reporting quality.

The coefficient for audit committee independence (AIND) is -0.213, with a p-value of 0.012.

Since the p-value is less than 0.05, the null hypothesis is rejected.

Conclusion: Audit committee independence has a significant impact on financial reporting quality, 

indicating that higher independence enhances the reliability and transparency of financial reports.

4.5.2 Hypothesis Two

H₀₂: Audit committee financial expertise has no significant effect on financial reporting quality.

The coefficient for audit committee expertise (AEXP) is -0.065, with a p-value of 0.183.

Since the p-value is greater than 0.05, the null hypothesis is not rejected.

Conclusion: Audit committee expertise does not have a statistically significant effect on financial 

reporting quality in this sample, suggesting that other governance factors may play a more dominant role.

4.5.3 Hypothesis Three

H₀₃: Audit committee size has no significant influence on financial reporting quality.

The coefficient for audit committee size (ASIZE) is -0.087, with a p-value of 0.094.

Since the p-value is greater than 0.05, the null hypothesis is not rejected.

Conclusion: Audit committee size does not significantly influence financial reporting quality, implying 

that merely increasing the number of committee members may not improve financial reporting outcomes.

4.5.4 Hypothesis Four

H₀₄: Audit committee meeting frequency has no significant relationship with financial reporting quality.

The coefficient for audit committee meeting frequency (AMEET) is -0.041, with a p-value of 0.176.

Since the p-value is greater than 0.05, the null hypothesis is not rejected.

Conclusion: Audit committee meeting frequency does not have a significant relationship with financial 

reporting quality, suggesting that the frequency of meetings alone may not ensure better financial reporting 

quality.

4.6 Discussion of Findings

The regression results of this study examine the relationship between audit committee characteristics and 

financial reporting quality among selected oil and gas firms in Nigeria. The findings provide important insights 

into how specific audit committee variables—namely independence, financial expertise, size, and meeting 



frequency—affect financial reporting quality within the Nigerian corporate governance context. These findings 

are discussed below in relation to recent literature from 2021 to 2024.

4.6.1 Audit Committee Independence and Financial Reporting Quality

The positive and significant relationship between audit committee independence and financial reporting quality 

observed in this study aligns with prior evidence suggesting that independent committees enhance oversight and 

reduce managerial opportunism. According to Al-Absy et al. (2021) and Nuhu and Maji (2021), independent 

directors improve the credibility and reliability of financial statements by providing unbiased monitoring of 

management. In the Nigerian context, where agency problems are prevalent, independence ensures that 

financial reporting reflects true performance, thereby strengthening investor confidence and promoting 

transparency.

4.6.2 Audit Committee Expertise and Financial Reporting Quality

The study finds that audit committee financial expertise does not have a statistically significant impact on 

financial reporting quality. This finding resonates with observations by Azeez et al. (2023), who argue that 

expertise alone may not improve reporting unless committee members actively engage in oversight and 

decision-making processes. While theoretically important, expertise needs to be complemented by active 

monitoring, quality of deliberations, and effective implementation of governance practices to enhance reporting 

outcomes.

4.6.3 Audit Committee Size and Financial Reporting Quality

Audit committee size was found to have no significant effect on financial reporting quality. This suggests that 

merely increasing the number of committee members does not guarantee improved monitoring. Prior research 

(Azeez et al., 2023; Alabdullah, 2022) emphasizes the importance of an optimal committee size, where too large 

a committee may hinder effective communication and decision-making. The findings indicate that Nigerian oil 

and gas firms benefit more from committees of appropriate size that facilitate focused oversight rather than 

from larger committees with potentially redundant members.

4.6.4 Audit Committee Meeting Frequency and Financial Reporting Quality

Similarly, audit committee meeting frequency does not show a significant relationship with financial reporting 

quality. This implies that the number of meetings alone does not ensure better reporting; the effectiveness of 

meetings depends on their content, quality of discussions, and the engagement of committee members. Recent 

studies (Nuhu et al., 2023; Al-Matari, 2022) suggest that committees focusing on substantive deliberations 

during meetings contribute more to reporting quality than those that meet frequently without clear objectives.



4.6.5 Overall Implications

Overall, the findings highlight that among the key audit committee characteristics studied, independence is the 

most critical determinant of financial reporting quality in Nigerian oil and gas firms. Expertise, size, and 

meeting frequency, while theoretically relevant, require complementary governance mechanisms to achieve 

measurable effects. These results underscore the importance of regulatory enforcement and board culture in 

shaping audit committee effectiveness. Firms should prioritize appointing independent members and enhancing 

the quality of oversight practices to ensure reliable and transparent financial reporting.

CHAPTER FIVE

SUMMARY OF FINDINGS, CONCLUSION, AND RECOMMENDATIONS

This chapter summarizes the findings, conclusions, and recommendations based on the analysis of audit 

committee characteristics and financial reporting quality of selected Nigerian oil and gas firms. The analysis, 

conducted in Chapter Four, examined key audit committee variables such as independence, financial expertise, 

committee size, and meeting frequency in relation to financial reporting quality.

5.1 SUMMARY OF FINDINGS

The study's findings are summarized as follows:

1.  Audit Committee Independence: A positive and statistically significant relationship was found between 

audit committee independence and financial reporting quality. Firms with a higher proportion of 

independent audit committee members tend to produce higher-quality financial reports, supporting the 

notion that independence enhances oversight and reduces managerial opportunism.

2.  Audit Committee Financial Expertise: Financial expertise within the audit committee was found to have 

an insignificant effect on financial reporting quality. This suggests that while expertise is necessary, it 

alone does not guarantee improved reporting quality, highlighting the need for active engagement by 

committee members.

3.  Audit Committee Size: Committee size showed no significant relationship with financial reporting 

quality. This indicates that merely increasing the number of audit committee members does not enhance 

oversight effectiveness; optimal composition and functionality are more critical.



4.  Audit Committee Meeting Frequency: The frequency of audit committee meetings was also statistically 

insignificant. The quality of discussions and the level of engagement during meetings are more important 

than the number of meetings held.

5.  Overall Model Findings: Regression results indicated that audit committee independence is the most 

significant predictor of financial reporting quality. The other characteristics—financial expertise, size, and 

meeting frequency require complementary governance practices to positively influence reporting quality.

5.2 CONCLUSION

The findings provide empirical evidence on the impact of audit committee characteristics on financial reporting 

quality in Nigerian oil and gas firms. Audit committee independence is identified as a critical factor for ensuring 

high-quality financial reporting. While expertise, committee size, and meeting frequency are relevant, their 

effectiveness depends on active participation and engagement of committee members.

The study underscores that effective corporate governance is not solely structural; behavioral aspects of audit 

committee functioning such as diligence, monitoring, and decision-making quality are essential to achieving 

transparency and reliability in financial reporting.

5.3 RECOMMENDATIONS

Based on the findings, the following recommendations are made:

1.  Enhance Audit Committee Independence: Companies should prioritize appointing independent 

members to their audit committees to strengthen oversight and ensure unbiased monitoring of management 

practices.

2.  Improve Engagement and Training: Firms should provide continuous training and development 

programs for audit committee members to enhance their capacity for effective oversight.Future studies 

should explore qualitative aspects of audit committee performance, including decision-making quality, 

committee culture, and risk management practices, to deepen understanding of factors influencing financial 

reporting quality.

 3.    Optimize Committee Size: Companies should maintain an optimal audit committee size that 

balances diversity of expertise with effective decision-making, avoiding overly large or small committees.

4.     Focus on Quality of Meetings: Rather than merely increasing meeting frequency, firms should 

ensure that audit committee meetings are meaningful, with thorough discussion of financial and 

governance issues. Active participation during meetings should be emphasized. 



5.4 LIMITATIONS OF THE STUDY

3.  The study relied on secondary data from published financial reports, which may not fully capture the 

quality of audit committee engagement.

4.  The focus on oil and gas firms limits the generalizability of the findings to other sectors.

5.  The study period (2019–2023) may not reflect long-term trends in audit committee effectiveness.

5.5 SUGGESTIONS FOR FUTURE RESEARCH

1.  Future studies could examine the long-term effects of audit committee characteristics on financial reporting 

quality using longitudinal data.

2.  Research could explore additional governance factors such as executive compensation, shareholder 

activism, and institutional investors’ influence on reporting quality.

3.  Comparative studies across sectors or regions, such as West Africa or other emerging markets, could 

provide broader insights into audit committee practices.

4.  Investigating the role of Environmental, Social, and Governance (ESG) factors in audit committee 

functioning and reporting quality could add a valuable perspective.

5.  Future research could also assess how external factors such as political instability, regulatory changes, and 

macroeconomic conditions impact audit committee effectiveness and financial reporting quality.
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