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Abstract 

The objective of the study is to examine how independence in fact assures audit quality in Nigerian banking 

industry. The study used two accounting firms in Kano, Nigeria. The study employs survey research design 

and primary source of data were used. The data were obtained through interview. The researcher carryout 

in-depth face-to-face interviews with the staffs of the selected accounting firms. The analytical technique 

employed in the study is thematic technique. The study reveals that quality of audit highly depends on the 

auditor independence in fact. It was also found that for auditors to provide quality audit service there is 

high need for auditors to adhere to the professional ethics provided by different accounting bodies. The 

study recommends that accounting firms members should adhere to the professional ethic which 

independence (independence in facts and in appearance) is one of the ethics in order to provide quality 

audit service to their clients; professional bodies should revoke the licence of any accounting firms member 

who violate the professional code of conduct with immediate effect. The study also recommends that 

regulatory bodies such as Security and Exchange Commission (SEC), Financial Reporting Council of 

Nigeria (FRCN) and other government agency should review the provisions in Companies and Allied 

Matter Acts (CAMA) and code of corporate governance provision on renewal of auditors’ tenure limit to 
five years in a firm in order to encourage auditor’s rotation. If this done it will help to prevent familiarity 

threat that impair auditor independence fact and it will increase audit quality. 

Keywords: Accounting Firms, Audit quality, Banking industry, Independence in fact, Professional bodies. 

 

1.0  Introduction  

Auditing profession need high level of independence in facts in doing both audit and non-audit assignment. 

However, the auditing profession has faced a lot of criticism from the public since from the collapse of 

Enron, and this criticism has continued throughout the financial crisis and hitherto. According to Fjodorowa 

(2013), it is not astonishment that general public enquires what the auditors are doing while the financial 

markets are on the point of collapses. He further observed that the public also called for more severe 

regulations, while others opined for increase of penalties for the remorseful parties, including the auditors 
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who allow their independence to be impair. These reactions from the public may indicate the loss of respect 

for the auditing profession, due to financial scandals which may be attributed to lack of auditors’ 
independence in fact when carrying out audit assignment. 

 

For audit to be of quality an auditor is considered to be objective when is unbiased, has no conflicts of 

interest in the audit work, and is not subject to unnecessary influence by management or others persons in 

the client company which may overrule their professional opinion (America Institute of Certified Public 

Accountants, 2009). In order to be objective, an auditor should be independence in fact and in appearance 

from the client and management of the client company, both financially, kind and rationally. The 

independent of an auditor both in fact and appearance is one of the ethics of auditing profession, without 

this audit profession is meaningless. Independence in fact is a state of mind in which the auditor is unbiased 

when expressing opinion on client’s financial statement and is of high integrity. Independence in fact 
depend on the accounting firm member being a moral person, adhere to the highest standards of auditing 

profession (Fjodorowa, 2013; Baxter, Dempsey, Megone, & Lee, 2012).  

 

According to Dandago and Rufai (2014), the purpose of an audit is to provide assurance on financial 

statements by auditors to users of the financial statements. They further established that audit quality is the 

possibility that financial statements are free from material misstatements or errors and irregularities. Audit 

quality has been questioned strongly after some corporate scandals involving large listed companies which 

have been audited by auditors. According to Arens et al. (2011: 105), “Audit quality means how well an 
auditor detects and report material misstatements in financial statements, the detection aspects are a 

reflection of auditor competence, while reporting is a reflection of ethics or auditor integrity, particularly 

independence”. 
 

It is expected of auditors who are working for the interest of the owners of a company and the general public 

which includes creditors, suppliers, investors, potential investors are to carry out their duties independent 

of the management including the shareholders who appointed them however, in discussion with 

management putting in cognisance the professional ethic guiding their profession. In order to ensure that 

the financial statements published by firms are relevant and reliable for users, it is legally required that the 

financial statements are certified by external auditor as an objective and independence party who performs 

independent examinations that will give the financial statements trustworthiness to users (Zayol, Vitalis & 

Mdoom, 2017). For auditors to detect and report any material misstatement in client financial statements 

they need to be independence in fact without being biased and easily influence by clients and the 

management of the client company.  

 

In addition, independence in fact is the one of the factors that influence audit quality. When an auditor is 

highly independent in mind by withstanding any pressure from the client which may make the accounting 

firm member to compromise the professional code of conduct, this may create a good reputation about the 

auditors which may attract more clients to the accounting firm. Audit quality cannot be achieved without 

an auditor technical competency and independency, that is auditor ability to detect material misstatements 

and issue appropriate audit reports to reflect their actual findings (Dandago & Rufai, 2014).         
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However, recent financial crises and inability of auditors to provide the symptoms of fraud, errors and 

irregularities before the financial crisis make auditors independence in fact questionable. Many firms which 

have been audited by auditors have collapse. In addition this study was motivated base on the recent 

incidence that took place on 23 September, 2019, where PwC audit firm violated auditor independence rules 

by undertaking prohibited non-audit services during an audit engagement, according to the SEC directive, 

including exercising decision-making authority in the design and implementation of software relating to an 

audit client financial reporting, and engaging in management roles. The firm also fails to inform the audit 

committees the clients about the assignment it was doing and the potential impact on independence (Cohn, 

2019). He further provides that SEC blamed the audit firm for breaching its independence-related quality 

controls, leading to a failure to properly review and monitor whether non-audit services for audit clients 

were permissible and approved by client’s audit committees. 
 

 Also, there are few empirical evidences on auditor’s independence in fact and audit quality in emerging 
markets such as Nigeria. This has prompted for the need to research on auditor’s independence in fact and 
audit quality in Nigerian banking industry. The main objective of the study is to examine the impact of audit 

independence in fact on audit quality in Nigerian banking industry.  The remaining part of the paper is 

divided into four Sections. Section Two reviews the literature. Section Three presents the methodology used 

in addressing the research objectives. Section Four discuss the results while Section Five centred on findings 

and make recommendation on the paper. 

 

2.0 Literature Review 

2.1 Audit Quality 

Auditor quality is defined as the whole quality of the audit services provided by accounting firms to clients. 

Davidson and Neo (1993) defined audit quality as the auditor competency in the discovery and 

recommended on any distortions and manipulations performed on client’s financial statements (as cited in 
Rahimi & Amini, 2015). According to DeAngelo (1981) audit quality is the competence and independence 

of auditors in investigating, detecting and reporting material misstatement on financial statements of a 

company. Questionable accounting practices are likely to be discovers in a firm audited by competence 

auditors than incompetence auditors. Audit quality is the ability of auditors to detect errors, irregularities 

and material misstatement in the financial statement and report such misstatement to the relevant authorities. 

Audit quality deals with ability of auditors to ensure that financial statements are free from all kinds of error 

and irregularities.  

 

According to Institute of Chartered Accountants of England and Wale (2002), audit quality is concerned 

with bringing an appropriate professional view supported by the necessary indication and impartial 

judgments. One means of making the thought real is to attempt to create clear prospects of what auditors 

need to do to sustenance a suitable professional opinion on an individual set of economic statements 

(Dandago & Rufai, 2014).  

 

2.1.1Auditors Independence 

The essence why an auditor needs to be independence, is to serve the objective of audit, and improve the 

reliability of financial statements provided by the client used for decision making purpose to users. More 
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so, the purpose for an auditor to be independence is to improve the cost-effectiveness of the capital markets 

(Elliot & Jacobson, n.d). Auditor independence is defined as the ability of auditor to resist client and other 

parties’ pressure in order to compromise their independence (Pany & Reckers 1980, Pearson & Ryan 1982, 
Knapp, 1985). Audit independence is the absolute absence of conflict of interests or self interest of both 

clients and auditor that create an intolerable risk of material biasness with regard to the reliability and 

relevancy of financial statements (AICPA, 2009). Similarly, the Auditing Practice Board, Standards and 

Guidelines, (2008, p.6) defines auditor independence as the ability of auditor having “freedom from 
situations and relationships which make it probable that a reasonable and informed third party would 

conclude that objectivity either is impaired or could be impaired”.  
 

According to Coyle (2010), auditor independence is viewed as one of the important principles underlying 

the reliability of an auditor’s report by the general public or the users of financial statements. Auditor are 
to observed all level of independence in expressing their opinion in order not to endanger investment of 

investors and other stakeholders in a company. In addition, auditor independence is considered as a 

requirement for audit quality, however, to appreciate the beauty of audit quality it is important to understand 

it determinants which auditor independence is one (Le Vourc’h & Morand, 2011). They further opined that 
auditor independence being considered as preliminary requirement for audit quality; companies cannot have 

a perception of audit quality that is unaffected by auditor independence. Consequently, companies’ 
perceptions of audit quality could never involve factors threatening independence of the auditor, in order 

for audit quality to be achieved the auditor must have conducted the audit independence of the client 

conflicting interest (Mendonca & Persson, 2014) 

 

2.1.2 Independence in Fact  

Independence in fact is the state of mind of auditors that permits the expression of opinion without being 

influences by clients in order to compromise professional judgment, thereby allowing auditors to act with 

integrity and exercise objectivity and professional scepticism in their judgement (Financial Accounting and 

Reporting, 2014). Independence in fact is considered as a situation where an auditor does not violate the 

professional ethic due to influence from the clients or management of clients’ company. According to 
Dopuch, King and Schwartz, (2003), independence in fact also refer to an auditor’s true independence and 
it indicates that the auditor has an independent mind-set when planning and executing an audit and express 

an independent opinion on the company financial statements. Independence in fact or independence in mind 

may be consider as the central independence of auditors. However, it is possible to require independence in 

mind, it is another challenge to ascertain if such independence is really in practices or exists, due to the fact 

that independence in mind is unobservable as well problematic to be regulate (Pott, Mock & Watrin, 2009; 

Beattie, Brandt & Fearnley, 1999). 

 

According to Fjodorowa (2014), independence in fact is an auditor mind-set, in which the accounting firm 

member is unbiased and being a person of high integrity. This type of independence has impact on the 

quality of the audit service performed by accounting firm member.  A biased auditor might make express 

biased opinion on client financial statements, biasedly decide on evidence to obtain, and on what counts as 

evidence, possibly them may throw away evidence that is contrary to their opinion. This might lead to the 

development of biased audit opinion if the auditor is not independent in fact. In such a circumstance, the 
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opinion expressed by the auditor might be false, but the users of the financial statements will remark it as 

being true. It is therefore very important for the auditor to be neutral (Fjodorowa, 2014; Elliot & Jacobson, 

n.d). 

 

2.1.3 Independence in Appearance  

According to Financial Accounting and Reporting (2014), independence in appearance is the evading of 

facts and circumstances that are so crucial that a reasonable and informed third party would not conclude 

that all the specific facts, circumstances and member of the audit team integrity, objectivity or professional 

scepticism has been compromised. Independence in appearance tells that the auditor appearing to be 

independent by an informed investor, creditors, suppliers and other third parties. Independence in 

appearance is the perception of the public that the auditor is independent. It is achieved by following rules 

designed to demonstrate formal independence of the auditor from the client, and avoiding any facts or 

circumstances that may lead a member of the public to conclude that the auditor is biased, or lacks integrity 

(Fjodorowa, 2014; Pott et al., 2009). There are five conditions that might undermine independence in 

appearance. These are prohibited under the IFAC Code of Conduct and other legislations these conditions 

includes:  having a financial interest in the client company; having a family relationship with employees, 

managers or owners of the client; performing work that is the responsibility of management;  auditing work 

that was originally completed by the auditor or the firm; providing services to a client that are incompatible 

with the objectives of the external audit or other non-audit services.  

 

2.1.4 Threats to Auditor independence 

Auditors are required to uphold objectivity and independence, there are enticements that might persuade 

auditors to compromise their independence. ICAEW (2001) provide the followings threats to auditors’ 
independence: Self-interest; this can occur as a result of the financial or other interests of a professional 

accountant or of direct or close family member, self-review; this is when a previous judgement is been 

revaluated by the accountant who is originally responsible for that judgement, advocacy; this can occur 

when an accountant promotes a position or opinion to the point that subsequent objectivity may be 

compromised, familiarity; this can occur, because of a close relationship, a professional accountant becomes 

too sympathetic to the interests of others, intimidation; this can occur if a professional accountant is deterred 

from acting objectively by threats, actual or perceived. 

 

2.2 Empirical Review 

Haeridistia and Fadjarenie (2019) examine the effect of independence, professional ethics and auditor 

experience on audit quality in Public Accountant Firm in Jakarta Indonesia. The data used in the research 

was primary data which was obtained from questionnaire administered to 127 respondents. Convenience 

sampling techniques was used to arrive at the sample size. The study employed multiple linear regression 

analysis to analyse the data. The study finds that independency, professional ethics and auditor’s experience 
has effect on audit quality.  

 

Aliu, Okpanachi and Mohammed (2018) investigate the effect of auditor’s independence and audit quality 

of oil and gas companies in Nigeria from 2007 to 2016. The purposive sampling technique was to select the 

sample size of the study which comprises of nine (9) out of the fourteen (14) companies listed in the 
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downstream sector of the oil and gas firms listed on Nigeria Stock Exchange. The study used secondary 

data which were sourced from the audited annual financial statements of the sampled companies. The data 

were analysed using descriptive statistics, correlation matrix and binary logit regression technique. The 

findings show that there is a significant positive relationship between auditor’s independence and audit 
quality.  

 

Khasharmeh and Desoky (2018) ascertain if the provision of non-audit services affects auditor 

independence and audit quality in Bahrain. Questionnaire was prepared and distributed to a sample of 250 

respondents. Descriptive statistics, other number of non-parametric tests such as the Chi-square Test, the 

Kruskal-Wallis Test and Univariate analysis were also employed to analyse the data. The results indicate 

that respondents support the idea that independence of auditor is impaired with providing non-audit service 

while audit quality is improved and enhance when audit firm provide non-audit service. However, Kruskal-

Wallis Test revealed that only respondents’ occupation is associated with their perceptions. 
 

Mardijuwono and Subianto (2018) investigate independence, professionalism, professional scepticism and 

their relation toward the resulted audit quality. The research used questionnaires which was distributed to 

all auditors working in KAP Surabaya and Sidoarjo. The population in the study was all auditors working 

in KAP 45 Surabaya and KAP Sidoarjo. Data were analyse using the partial least square test with the help 

of SmartPLS software version 3.0. The research revealed that auditor independence is positively related to 

audit quality but is not significant. auditor professionalism is positively related to audit quality and proved 

significant, while the scepticism variable of auditor professionalism is positively related to audit quality and 

is significant.  

 

Babatolu, Aigienohuwa and Uniamikogbo (2016) examined the effect of auditor independence on audit 

quality of selected deposit money banks in Nigeria. Purposive sampling technique was used to select sample 

size of the which is seven (7) listed deposit money banks from a population of twenty (20). Secondary data 

were sourced from the audited annual report of the sampled banks. Descriptive statistics, correlation and 

ordinary least square (OLS) regression were used to analyse the data. The study revealed that there is a 

positive relationship between audit fee, audit firm rotation and audit quality. The study also revealed 

negative relationship between audit firm tenure and audit quality. The correlation between audit quality and 

leverage was strong, negative and statistically significant. The relationship between audit quality and 

company size was strong, positive and statistically significant. 

Dunakhir (2016) examined factors associated with audit quality evidence from an emerging market in 

Indonesia based on the viewpoints of different groups of auditors, clients and external users. Survey 

research design was used. Questionnaires were sent to a random sample of the three groups. Analysis of the 

quantitative data collected from the survey questionnaire was done using the Wilcoxon non-parametric 

statistic the descriptive statistics, and one-way ANOVA. The study revealed a significant relationship 

between auditors independent and audit quality it also shows that there are significant difference perceptions 

between the groups.  

 

Jenkins and Mccracken (2015) carryout a study on auditor independence in fact: Research, regulatory, and 

practice implications drawn from experimental and archival research. From their experimental research 
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related to auditor independence concluded that the structure of the audit setting naturally creates an 

environment in which cognitive and motivational biases can influence auditor judgments, making it difficult 

for auditors to remain completely unbiased, and indirectly casting doubt on auditors’ ability to maintain 
their independence while from their archival research the findings suggest that fee-based incentives and 

lengthy auditor tenure do not necessarily jeopardize auditors’ independence in a way that adversely affects 
audit outputs. 

 

Dandago and Rufai (2014) investigate quality of audited financial statements of Deposit Money Banks 

(DMBs) in Nigeria. with the objective of evaluating the independence of an auditor and the extent of 

compliance to audit guidelines and how those guidelines affect the quality of audited financial statements 

of DMBs in Nigeria. The study employed both primary and secondary sources of data that is questionnaire 

and the annual reports of selected Banks. A judgmental sampling technique was used to select the sample 

size. Simple percentage was used for data analysis, while analysis of variance (ANOVA) was employed to 

test the hypotheses. The study revealed that consistency and reliability can be achieved if external auditors 

are independently auditing financial statements of DMBs based purely on the established auditing standards 

and guidelines. 

 

Mendonca and Persson (2014) assessed audit quality from a client company perspective in Sweden. The 

study use semi-structured interviews were CFOs and audit committee members at three Swedish listed 

companies that had experienced on audit firm rotation were interviewed. The interviews were coded to 

enable interpretation of key concepts. It was found that drivers of audit quality are combination of personal 

qualities of the auditor resulting in trust in the auditor and independence of auditor. It was also found that 

the level of audit quality declined in the years following a rotation of audit firm. It is also concluded that 

the companies’ experiences of firm rotations support the arguments against the requirement of mandatory 

audit firm rotation. 

 

Dandago and Zamro (2012). Evaluate the effects of auditor rotation on auditor independence and quality of 

audit service in Malaysian banking industry. The study used primary data. Interviews were conducted on 

staffs of two banking institutions and one accounting/audit firm. The study revealed that there have not 

been significant changes in the annual appointment of auditors in the Malaysian banking institutions over 

the last ten years, signifying that there is a good working relationship between the auditors (especially the 

Big4) and the banks. 

 

2.3 Theoretical Review 

The theory that underpinned this study is auditor’s theory of inspired confidence. A Dutch professor, 

Theodore Limpergs propounded the inspired confidence theory in late 1920s. The auditor’s theory of 
inspired confidence provide relationship between the users of financial statement requirement for realistic 

audited financial reports and the capacity of the audit processes to meet those needs of the users (Aliu, et 

al, 2018). The demand for audit services is by shareholders and other stakeholders. These parties request 

for accountability from the management in return for their investments in company. Accountability is 

realized through the issuance of periodic financial reports (Dangana, 2014). However, the information 

provided by the management may be biased, and outside parties may not have means of monitoring, an 
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audit is required to assure the reliability of this information. With regard to the supply of audit assurance, 

Limperg (1932) opined that the auditors should endeavor to meet the public expectations by becoming 

independence in fact. The theory postulates that the auditors, are confidential agent, whose functions are 

obtained from the need of financial statements users and independent assessment including the need for an 

experts and independent judgement reinforced by evidence (Aliu, et al, 2018). The theory posits that for 

auditors to provide quality audit service, the auditor most be independence and not to betrayed the inspired 

confidence bestowed on them by the public. Carmichael (2004) discussed the societal implication of the 

audit and he proclaimed that when the confidence that stakeholders bestowed on the efficacy of the audit 

process and the audit report is erroneous, the relevance and reliability of that audit is wrecked.  According 

to Aliu, et al (2018) audit provides assurance to the owners and other users of financial statements of a 

company as well as provides confidence in audited financial reports and the capital markets. Abating the 

risk of hidden material misstatements suggests that the accountants are under obligation to conduct their 

assignment in a means that does not betray the confidence which they command before the rational person 

even if the accountants may not produce what is greater than the expectation of the public (Aliu et al., 2018; 

Limperg, 1985). 

 

3.0 Methodology 

The study employs survey research method to collect data. The study uses primary source of data. The data 

were obtained through in-depth personal interviews with the staffs of two selected Accounting firms which 

includes Pannell Kerr Forster (PKF) Accounting firm and Kadiri Mohammed & Co. Accounting firm in 

Kano-Nigeria. The study used two audit firms because the sampled firm are the only firms that can provide 

the needed data for the study. The research employed thematic data analysis technique to analyse the data 

(Braun & Clarke, 2006). This technique is appropriate because of the nature of the data which were obtained 

through interview. Thematic analysis helps the researcher to identify, organised and give insight into pattern 

of meanings or themes from responses of the respondents. It is a way of identifying what is common from 

the responses of the respondents to the way a topic is discussed and written about as well as making sense 

of those commonalities (Braun & Clarke, 2012). 

 

4.0 Results and Discussions 

Question 1: From your experience what do you think are the factors that affect audit quality? 

PKF Accounting firm: The factors that influence audit quality are auditor independence, audit 

renumeration, audit technical competency, auditor’s tenure among others. 
Kadiri Mohammed & Co Accounting firm: The most important factors that affects audit quality is auditor 

independence and auditor technical competence or experience. 

 

4.1 Discussion  

From the view of the interviewees it implies that auditor independence is one of the major drivers of audit 

quality. In order to have quality audit, the auditors must be independent of their clients including the 

shareholders who appointed them. This suggest that there is relationship between audit independence and 

audit quality. 

 

Question 2: To what extent is the independence in fact supported by banks which you have audited? 
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PKF Accounting firm:  Most banks provide all level of chance for our audit team to be independence in 

fact of them, even though their responsibility is to provide the needed information to the audit team not to 

decide for the audit team on matter concerning their integrity and their independence in fact, it is the duties 

of accounting firm members to be independence in fact.  However, not all banks staff will be happy to see 

auditors coming to check their records in a situation where there are irregularities in the records.  

 

Kadiri Mohammed & Co Accounting firm: The banks staff are not responsible to provide independence 

in fact for auditors, it is expected of all accounting firm members to be independence in fact. However,  

clients need not to pressurise audit team to compromise the professional ethics, unless they know that their 

financial statement have symptoms of fraud, whereas, if staffs of the banks are sure that the financial 

statements are free from errors and regularities there is no need for them to put the auditor under pressure 

to subscribe to their interest. Where the banks have sound internal control system there is no need to put the 

auditor under pressure to work to their unprofessional interest.  

 

Discussion  

The result suggests that if there is sound internal control system in banks and if the staffs of the banks are 

certain that their financial statements are free from errors and irregularities, they will not put the auditors 

under pressure to extent of compromise their independence in fact. This also implies that banks management 

played their role by ensuring that the independence of the auditors is maintain by  

ensuring sound internal control system.  

 

Question 3: Can auditor’s ability to withstand client pressure in a disagreement enhance audit quality? 

PKF Accounting firm: Yes, accountant ability to withstand client’s pressure will enhance audit quality. 
However, the guide for accountants should be the professional ethics not the pressure or any disagreement 

that may arise between them and the clients. In order to maintain the quality of audit auditors must not allow 

their independence in fact to be compromise by disagreement or any pressure from the clients or the clients 

staff. 

 

Kadiri Mohammed & Co Accounting firm: Auditor should not consider any disagreement or pressure 

from client as the yardstick to compromise their independence in fact but let the professional code of 

conduct be their focus point in order to have quality audit report. When the auditor withstands all form of 

pressure from any parties to the clients the quality of the audit is guarantee. 

 

Discussion   

The results imply that professional accountants suppose not be consider pressure from client to be the reason 

for them to compromise their independence in fact which will affect the quality of the audit, but they should 

use the professional code of conduct as the mirror for expressing their opinion on client’s financial reports. 
This also indicate that when an accountant withstand pressure from client and any party to the client 

business this will secure the accountant independence in fact and it will enhance the quality of the audit.  
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Question 4: Most users of financial statement believed that accounting firm lack quality due to the facts 

that their independence in fact have been impair by client. What is your opinion on this assertion by the 

users of financial statement? 

PKF Accounting firm: The public may have their opinion which may not be true because the professional 

code of conduct is to be abide with by every accountant in order to provide quality audit. However, there 

are cases where the independences in fact have been compromise but this cannot be generalised. Most users 

used the Enro case to generalise that auditors report lack quality which is not true. 

 

Kadiri Mohammed & Co Accounting firm: Users of financial statements have their opinion but such 

opinion cannot be generalised. However, we cannot conclude that all accounting members independence in 

fact cannot be impair but is very rare because the audit quality can be achieved if the auditor will not allow 

their independence in fact and in appearance to be influence by clients if the professional ethic is followed 

by all accountants. 

 

Discussion  

The responses above means that accountants independence in fact is not impaired and auditors’ firms still 
provide quality audit service as long as auditors are using the professional ethic as their guide. This also 

indicates that auditor independence in fact cannot be impair only and only if accountants will not violate 

the professional ethics.   

 

Question 5: What do have to say in a case where auditors are willing to sacrifice their independence in fact 

in order to retain audit clients from who they might accrue large revenues, would this in return affect audit 

quality if yes, how? 

 

PKF Accounting firm: Yes, if auditors compromise their independence in fact in order to retain client who 

they generate large revenue from, it will definitely affect the audit quality because such auditor’s large 
revenue is being generated from that client in this regard, they “might” dance to the tone of the client beat. 
It is not expected that an auditor should sacrifice their independence in fact because of large revenues 

generated from any client, it is unethical. However, professionally auditors are not allowed to generate 10% 

of their total revenues from one client.  

 

Kadiri Mohammed & Co Accounting firm: If auditors sacrifice their independence in fact because they 

generate large revenue from a particular client this will equally affect the audit quality because whatever 

the client require them to do, they will do which may not be to the interest of other stakeholders. Ethically 

10% of auditor total revenue should not be generated from one client. 

 

Discussion  

This implies that for auditors to maintain their independence in fact and provide quality audit service they 

must not sacrifice their independence on the ground that 10% of their total revenue is been generated from 

one client. This indicate that auditor’s independence in fact can be impaired by clients who paid high 

renumeration to an auditor. This implies that there is significant relationship between audit fee and audit 

quality. It also suggests that as the audit fee increase the audit quality decreases. 
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Question 6: What do think will happen to the quality of audit service in a case where the life of the auditor 

is threaten by a client, to scare the accountants to compromise their independence in fact? 

PKF Accounting firm: In a situation where auditor life is at risk and he seconded to the client option the 

audit quality will be negatively affected. However, accountants ought to be persons of integrity even at the 

expense of their life and never allow their independence in fact to be impair because of threat from anybody. 

The best to do is to resign the appointment following the legal channels. 

 

Kadiri Mohammed & Co Accounting firm: Auditor allowing their independence in fact to be 

compromise due to threat is like putting the life of investors in dangers. Investors will lose their investments 

if an accountant compromises the professional ethic because of threat from client. This might cause Truman 

to investors. Auditors compromising their independence will negatively affect the audit quality and such 

auditor may loss reputation, confidence and trust bestowed on them by the general public. 

 

Discussion  

This result shows that accountants should be a virtuous persons and persons of integrity ready to sacrifice 

their life at the expense of their integrity. It also implies professional accountants are not expected to 

compromise the professional ethic due to threat from clients or other parties to the client’s business but 
accountants should be professional in their dealing and of high integrity.  This implies that integrity 

influence audit quality.      

 

Question 7: Do you think longer auditor tenure makes auditors to loss their independence in fact which in 

turn reduce the quality of the audit process? 

PKF Accounting firm: Longer tenure of auditor in one firm may result to familiarity threat, when there is 

familiarity threat definitely the accountants “may “compromise their independence in fact and in appearance 
which will as well affect the quality of the audit. However, Code of corporate governance by Financial 

Reporting Council of Nigeria agitated for auditors to be rotate after 10 years in a company. 

 

Kadiri Mohammed & Co Accounting firm: Retaining auditor for long duration in one firm “might” result 
to familiarity threat, when there is familiarity threat definitely the auditor independence will be impaired 

this will reduce the quality of the audit. Code of corporate governance by Financial Reporting Council of 

Nigeria provide that auditors in a company should be rotate after 10 years. However, Company and Allied 

Matter Act (CAMA) provide that it should be indefinite.  

 

Discussion   

The findings above indicate that audit rotation will increase audit quality. This implies that if an auditor’s 
appointment is been renew indefinitely it will affect the independence (in fact and in appearance) of auditor 

similarly decrease the audit quality.  It will be important that auditors should be rotate in order to avoid 

familiarity threat, and to encourage fresh knowledge for the purpose of enhancing audit quality. 
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Question 8: Will the early year of a new auditors in a firm who have not fully developed and understood 

in-depth the new client’s nature of operations impair the auditor independence in fact and reduce the audit 
quality? 

 

PKF Accounting firm: It is not advisable for auditors who are appointed to audit a firm to jump into the 

assignment without doing their homework. They supposed to have background search of the nature of the 

client business, know the mode of the business operation as well interact with management of the firms to 

have more ideas about the nature of operation of the client business. They as well embark on profession 

courtesy by enquiry from the predecessor auditors on the nature of the client business. This will prevent the 

auditor independence in fact from being negatively influence by clients which will undermine the quality 

of the audit.  

 

Kadiri Mohammed & Co Accounting firm:  In order to avoid auditor independence in fact to be impair 

when an auditor newly accepted appointment from new client and to provide quality audit service, the 

auditor must have an in-depth knowledge of the client business before accepting the appointment letter and 

issuing engagement letter to the client. An auditor needs to be professional enough as well knowledgeable 

about the client business before accepting the offer.  

 

Discussion  

From the results above it means auditor technical competency influence audit quality. This implies that 

before an auditor accept any audit assignment, the auditor must have technical competency and background 

knowledge of the client business in order to provide quality audit service. Without technical competency 

accountants might express biased opinion on financial statements which may not reflect the actual statement 

of affairs of the client due to lack of the auditor independence in fact.    

Question 9: Some people believed that auditor providing Non-Accounting Service (NAS) together with 

accounting service is one of the factors that affect audit independence in fact which in turn affect audit 

quality. What do have to say about this statement? 

 

PKF Accounting firm: It is not advisable for an auditor who provide accounting service to any client 

should provide other non-audit service or still audit the client’s financial statements this is what we called 
self-review. Providing accounting service and other non-accounting service to same client will actually 

affect auditor independence in fact and decrease the quality of the audit work negatively. It important that 

different accounting firm should handle any assignment of non-audit service not the same auditor who 

provide accounting service.  

 

Kadiri Mohammed & Co Accounting firm: Professionally auditors ought not to provide non-service for 

same client who they provide accounting service for. If an auditor provides accounting service for any firm 

it is expected that different firm should provide non-audit service in order not to compromise audit 

independence and audit quality.  
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Discussion  

This indicates that auditor providing both accounting service and non-accounting service to same client will 

impair the auditor independence in fact as well decrease the audit quality. In regard to this, auditor who 

provide accounting service to a client should not provide non-accounting service to the same client but 

different accounting firm should provide non-accounting service to the client. If this is done audit quality 

can be provide by the accounting firms. 

 

Question 10: Do you have any suggestion on how auditor independence in fact can be maintained in order 

to enhance audit quality? 

PKF Accounting firm: To achieve that professional ethic must be followed diligently. Honesty, integrity 

and other professional ethic should be follows religiously.  The auditor should not accept any appointment 

from any client who will contribute more than 10% of the auditor total revenue. The auditor should avoid 

self-review service, the auditor should avoid familiarity threat, the auditors should declare their interest in 

any firm they are to audit.  

 

Kadiri Mohammed & Co Accounting firm: To maintained independence in facts and enhance audit 

quality auditors should hold on to professional ethic as their benchmark. If an accounting firm member who 

have or his/her relation have interest in any bank or a firm which they accept appointment it is important 

for that member to declare his/her interest and not to accept the appointment, auditor should avoid 

familiarity threat. 

 

Discussion  

It indicates on the findings above that for auditors to achieve audit quality, the professional ethic should be 

the point of reference to all accounting firm’s member. Ensuring their independence both in facts and in 
appearance is not impair, integrity, professional due care, diligent and other professional ethics are dully 

observed by accounting firms’ members and member of any accounting professional body.  

5.0 Findings  

The objective of the research is to examine how auditor independence in fact assures audit quality in 

Nigerian banking industry. In order to achieve this objective, the study used primary data through interview. 

Based on the responses from the interviewees, the following are the major findings;   

Auditor’s technical competence and experience of auditors significantly improve audit quality. It implies 
that auditors must be competence and have knowledge about client’s business before accepting any offers 

to carry out audit service and non-audit service. The auditor competency is a driving force for auditors to 

provide quality audit service. 

 

The research also shows that auditor’s longer tenure impaired the auditor independence in fact which will 

in turn decrease the quality of the audit service to be provided by auditors. This finding suggests that 

indefinite renewal of auditors’ tenure will create familiarity threat, this will affect auditor’s independence 
in fact and will cause auditors to produced biased audit reports. 
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The study also finds that if auditors adhere to professional ethic which include auditor independence will 

enhance quality of audit service to be provided by the auditors. The ability of auditors to become 

independence and provide quality audit service ii is centred on adherence to professional code of conduct 

which admonished auditors to be independence in the course of carrying out their assignment.   

The study also revealed that audit fee from clients who contribute more than 10% of auditors total revenue 

influence audit quality. It implies that higher audit fee tends to decrease audit quality. This result indicates 

that when auditors generate more than 10% of their total revenue from one client there is tendency of the 

auditor will be biases in providing quality audit report which ought to serve the interest of the public rather 

than the interest of the client. 

 

The study provides policy implications, if auditors carryout their audit assignment without putting technical 

competences and professional code of conduct in cognisance their independence in fact will be impair by 

clients which would in turn affect the quality of the audit service to be provide by them. This will also 

danger the investment of the shareholders as well as other users of financial statements in terms of decision-

making when using the audited financial statements. Longer tenure of auditors in particular firm would 

results to familiarity threat, similarly, when auditors generate more than 10% of their total revenue from 

one client, these will impair auditor’s independence in fact in this situation auditors will provide biased 
reports that will serve the aims of the client only. 

 

 

5.1 Recommendations 

The study recommends that auditors should adhere to the professional ethic which independence 

(independence in facts and in appearance) is one of the ethics in order to provide quality audit service to 

their clients, the professional bodies should revoke the licence of any accounting firm member who violate 

the professional code of conduct with immediate effect. The study also recommends that regulatory bodies 

such as Security and Exchange Commission (SEC), Financial Reporting Council of Nigeria (FRCN) and 

other government agency should review the provisions in Companies and Allied Matter Acts (CAMA) and 

code of corporate governance provision on renewal of auditors’ tenure limit to five years in a firm in order 
to encourage auditor’s rotation. If this done it will help to prevent familiarity threat that impair auditor 

independence fact and it will increase audit quality. The study further recommends that auditors should 

carry out background study of their client nature of business, business environment in order to have 

knowledge and technical competence about their client business before issuing letter of engagement to their 

clients. The study also recommends that accounting professional bodies should require their members to 

submit their financial report stating the sources of their revenue annually for scrutinise to ensure that no 

member generate more that 10% of their revenue from one client for the purpose of safeguarding their 

members independence in fact in order to provide quality audit service.  
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