CHAPTER ONE
1.1 BACKGROUND TO THE STUDY 
The adoption of International Financial Reporting Standards (IFRS) has marked a significant milestone in the global harmonization of financial reporting practices. Designed to enhance the quality, transparency, and comparability of financial information, IFRS has become the preferred reporting framework in many jurisdictions. In Nigeria, the mandatory adoption of IFRS for publicly listed entities and significant public interest entities, including the banking industry, began in 2012. This shift was motivated by the need to align with global best practices, attract foreign investment, and improve the credibility of financial statements.

Nigeria, as a major player in Africa’s economy, embraced IFRS in 2012 with the objective of aligning its financial reporting practices with international standards. The adoption was intended to improve the quality of financial reporting, attract foreign direct investment, and enhance the credibility of financial statements (NASB, 2010; Iyoha & Faboyede, 2011). Among the industries most affected by this transition is the banking sector, which serves as a cornerstone of Nigeria’s economy. The sector is characterized by complex financial transactions, significant regulatory requirements, and a high level of public interest, making the quality of financial reporting particularly critical (CBN, 2011).

Prior to IFRS adoption, financial reporting in Nigeria was governed by the Nigerian Generally Accepted Accounting Principles (NGAAP), which was criticized for its lack of comparability and limited focus on global best practices (Okpala, 2012). The shift to IFRS was expected to address these shortcomings by introducing a principle-based framework that emphasizes transparency, relevance, and reliability (IASB, 2023). However, the transition also presented challenges, such as the need for extensive training, increased compliance costs, and the complexity of implementing new standards (Madawaki, 2012).

Despite these challenges, proponents of IFRS argue that its adoption has enhanced financial reporting quality by improving the consistency and comparability of financial statements (Barth et al., 2008). In the banking industry, this has implications for loan provisioning, fair value measurements, and disclosure requirements, all of which are critical to stakeholder decision-making (Odia & Ogiedu, 2013). However, concerns remain about the extent to which IFRS adoption has truly delivered on its promise of improved financial reporting quality, particularly in the context of Nigeria’s unique economic and regulatory environment (Tanko, 2012).

This study aims to explore the impact of IFRS adoption on the quality of financial reporting in Nigeria’s banking sector. By examining the experiences of banks in implementing IFRS, the research will provide insights into the benefits, challenges, and overall implications of this global accounting standard on the financial reporting landscape in Nigeria.

1.2 STATEMENT OF THE PROBLEM
The adoption of International Financial Reporting Standards (IFRS) was introduced with the expectation of enhancing the quality, transparency, and comparability of financial reporting across different jurisdictions. In Nigeria, the transition from the Nigerian Generally Accepted Accounting Principles (NGAAP) to IFRS in 2012 was a significant reform aimed at improving corporate reporting practices and aligning the country’s financial system with global standards. This move was particularly impactful for the banking sector, especially Deposit Money Banks (DMBs), due to their pivotal role in financial intermediation, regulatory scrutiny, and public confidence.

Despite the widespread implementation of IFRS in Nigeria's banking sector, there remains a growing debate over whether the transition has genuinely led to improved financial reporting quality in Deposit Money Banks. While some argue that IFRS has enhanced transparency, accountability, and investor confidence, others contend that the benefits are yet to be fully realized due to challenges such as inadequate technical expertise, high implementation costs, inconsistent enforcement, and limited regulatory capacity. Moreover, the complex nature of IFRS, especially in areas like fair value measurement and financial instruments classification, poses significant difficulties for banks in maintaining consistent and reliable reporting standards.

Furthermore, empirical studies on the actual impact of IFRS adoption on financial reporting quality in Nigeria’s Deposit Money Banks have produced mixed results, with limited consensus. This has created a critical knowledge gap, particularly in understanding the real effects of IFRS adoption on key indicators of financial reporting quality such as relevance, faithful representation, comparability, and timeliness. Additionally, the unique economic and regulatory environment in Nigeria raises questions about the extent to which IFRS can achieve its intended objectives without addressing local institutional and infrastructural limitations.

Given these concerns, it becomes essential to critically investigate the impact of IFRS adoption on the financial reporting quality of Deposit Money Banks in Nigeria. Understanding the depth of these challenges and the degree to which IFRS adoption has influenced reporting practices will provide valuable insights for regulators, investors, policy makers, and other stakeholders in the financial system.

This study seeks to analyze the impact of IFRS adoption on the quality of financial reporting in Nigeria's banking industry. It examines whether IFRS has improved the relevance, reliability, and comparability of financial statements and explores the challenges faced by banks during the adoption process. Using a case study approach, the research will provide a comprehensive evaluation of the effects of IFRS on financial reporting quality, offering insights into its implications for regulatory bodies, financial institutions, and stakeholders in Nigeria's banking sector.

The banking industry in Nigeria plays a pivotal role in the nation’s economic development, serving as a critical driver of financial intermediation and economic growth. Given the sector's complexity and systemic importance, the quality of financial reporting is paramount. However, the transition to IFRS raised questions about its impact on the accuracy, reliability, and overall quality of financial disclosures within this industry. Proponents argue that IFRS adoption has led to enhanced transparency and comparability of financial statements, thereby boosting stakeholder confidence. Critics, however, contend that the standards' complexity and reliance on professional judgment may have introduced inconsistencies and implementation challenges.

Financial reporting is a critical component of corporate governance, providing stakeholders with essential information for decision-making. The quality of financial reports significantly impacts investor confidence, regulatory oversight, and the overall stability of financial systems (Bushman & Smith, 2001). In an increasingly globalized economy, the need for harmonized accounting standards to ensure comparability and transparency across borders has become imperative. To this end, the International Financial Reporting Standards (IFRS) were developed by the International Accounting Standards Board (IASB) as a globally accepted framework for financial reporting (IFRS Foundation, 2023).

1.3 RESEARCH QUESTIONS
To guide the study, the following research questions are posed:
1. To what extent does level of compliance influence the financial reporting quality of a deposit money banks in Nigeria.
2. To what extent does IFRS compliance index influence the financial reporting quality of a deposit money banks in Nigeria.
3. To what extent does audit reports influence the financial reporting quality of a deposit money banks in Nigeria.




1.4 OBJECTIVES OF THE STUDY
1. To examine level of compliance on the financial reporting quality of a deposit money banks in Nigeria.
2. To determine the influence of IFRS compliance index on the financial reporting quality of a deposit money banks in Nigeria.
3. To assess or to find out Audit reports influence the financial reporting quality of a deposit money banks in Nigeria.

1.5 RESEARCH HYPOTHESES
The following hypotheses are formulated to guide the study:
1. H₀₁: There is no significant relationship between level of compliance and financial reporting quality
2. H02: There is no significant relationship between IFRS compliance and financial reporting quality.
3. H03: There is no significant relationship between audit report and financial reporting.

1.6 SCOPE OF THE STUDY
This study focuses on the impact of the adoption of International Financial Reporting Standards (IFRS) on the quality of financial reporting in Nigeria's banking industry. The scope of the study is outlined as follows:
1. The research is confined to Nigeria, specifically examining the banking sector, which plays a critical role in the country’s financial system. The study will include both large commercial banks and smaller financial institutions that have adopted IFRS for their financial reporting.

2. The primary focus of the study is on the banking industry, given its pivotal role in Nigeria’s economy and its significant reliance on accurate financial reporting for regulatory compliance, investor confidence, and operational transparency.

3. The study will cover the period from the mandatory adoption of IFRS in Nigeria in 2017 - 2024. This time frame allows for an analysis of the short-term and long-term effects of IFRS implementation on financial reporting quality.

4. The study will specifically examine the aspects of financial reporting quality, including relevance, reliability, comparability, and transparency of financial statements. It will assess whether IFRS adoption has improved the presentation and disclosure of financial information in a way that enhances decision-making for stakeholders.

5. The study will focus on secondary data obtained from the financial statements of Nigerian banks, regulatory reports, and relevant literature on IFRS adoption and financial reporting quality. Primary data may also be collected through surveys or interviews with accounting professionals, regulators, and key stakeholders in the banking industry.

6. This study will exclude the analysis of other industries or sectors beyond the banking industry in Nigeria. It will also not focus on the broader impacts of IFRS adoption on macroeconomic variables or the financial performance of individual banks.

This study aims to provide a detailed understanding of the direct effects of IFRS adoption on financial reporting practices within the sector, highlighting both the positive and negative outcomes of the transition.


[bookmark: _GoBack]1.7 LIMITATION OF THE STUDY
While this study aims to provide a comprehensive analysis of the impact of International Financial Reporting Standards (IFRS) adoption on the financial reporting quality of Deposit Money Banks (DMBs) in Nigeria, several limitations were encountered in the course of the research.

Firstly, the study relies heavily on secondary data such as audited financial statements, annual reports, and published materials from relevant regulatory bodies. Although these sources are credible, they may not fully capture the qualitative aspects of reporting quality, such as managerial intent, internal decision-making processes, or the actual challenges experienced during IFRS implementation. Furthermore, the data obtained may be subject to reporting bias or inconsistency due to differences in disclosure practices among banks.

Secondly, the study focuses specifically on Deposit Money Banks, which limits the generalizability of the findings to other sectors of the Nigerian economy. Other financial institutions such as microfinance banks, insurance companies, and non-bank financial institutions may experience IFRS impacts differently due to variations in regulatory frameworks and operational complexities.
Thirdly, the study covers a specific time frame, typically from the period of IFRS adoption in 2017 to recent years. This time-bound scope may not fully reflect the long-term implications of IFRS on financial reporting quality, especially as standards evolve and regulatory expectations change over time. Additionally, some of the effects of IFRS adoption may take several years to become fully evident in financial reporting practices.

1.8 SIGNIFICANCE OF THE STUDY
The study on the impact of IFRS adoption on financial reporting quality in the banking industry in Nigeria holds significant importance for various stakeholders.

1. To Banking Sector Stakeholders: The study will provide insights into how IFRS adoption will influence the quality of financial disclosures, enabling banks to identify areas for improvement and enhance their financial reporting practices. This is critical for fostering transparency and trust among investors, creditors, and other stakeholders.

2. To the Regulatory Bodies: The findings of this research will assist regulators such as the Central Bank of Nigeria (CBN) and the Financial Reporting Council of Nigeria (FRCN) in assessing the effectiveness of IFRS implementation. It will also provide valuable information for shaping future regulatory frameworks and policies aimed at enhancing financial reporting standards.

3. To Investors and Analysts: By examining the relevance, reliability, and comparability of financial statements under IFRS, the study will help investors and analysts make better-informed decisions regarding investments in Nigeria's banking industry.

4. To Accounting Professionals and Academics: This research contributes to the body of knowledge on IFRS adoption, serving as a reference for accountants, auditors, and academics. It highlights both the benefits and challenges of IFRS adoption, providing a foundation for future studies in this area.

5. To Economic Development: Improved financial reporting quality in the banking sector can boost confidence in the Nigerian financial system, attract foreign investment, and ultimately contribute to the nation’s economic growth.

6. To Policy Makers: The study provides policymakers with evidence-based insights into the implications of adopting global accounting standards, aiding in decisions related to standard-setting and financial system reforms.

This research emphasizes the systemic importance of financial reporting quality in maintaining the stability and credibility of the financial system. The findings will not only benefit Nigeria but also offer lessons for other developing economies navigating the transition to IFRS.
1.9 DEFINITION OF TERMS
1. International Financial Reporting Standards (IFRS):
A set of global accounting standards developed by the International Accounting Standards Board (IASB) to provide a common accounting language for businesses worldwide. IFRS aims to make financial statements comparable, transparent, and consistent across different jurisdictions, improving the quality of financial reporting.

2. Financial Reporting Quality:
Refers to the accuracy, clarity, and completeness of financial statements, ensuring that they provide reliable, relevant, and comparable information to stakeholders, including investors, creditors, and regulators. It encompasses aspects such as transparency, timeliness, and the faithful representation of a company's financial performance and position.

3. Banking Industry:
The sector of the economy that deals with the business of financial institutions offering services such as accepting deposits, making loans, facilitating payments, and providing investment products. In this study, the banking industry refers to all commercial banks and other financial institutions operating within Nigeria.

4. Nigeria’s Financial Reporting Council (FRCN):
The national regulatory body responsible for overseeing financial reporting and accounting standards in Nigeria. It plays a key role in the implementation and adoption of IFRS for Nigerian companies, including those in the banking sector.

5. Nigerian Generally Accepted Accounting Principles (NGAAP):
The set of accounting principles, standards, and procedures that were used in Nigeria prior to the adoption of IFRS. NGAAP was based on local regulations and had several differences compared to IFRS, particularly in the areas of valuation, disclosure, and reporting.

6. Comparability:
The quality of financial information that allows users to identify and understand similarities and differences between financial statements of different entities. IFRS aims to improve comparability by standardizing financial reporting practices across countries and industries.



7. Relevance:
The ability of financial information to influence the decisions of users by helping them evaluate past, present, and future events or confirm or correct prior evaluations. Relevant information is timely and has the capacity to affect the decisions made by users.

8. Reliability:
The degree to which financial information accurately represents the economic reality of an entity. Reliable financial reporting ensures that the financial statements are free from material misstatement and faithfully represent the company's financial condition.

9. Stakeholders:
Individuals or groups that have an interest or investment in the financial performance of an organization. In the context of the banking industry, stakeholders include investors, creditors, regulators, employees, customers, and the general public.

10. Transition to IFRS:
The process by which Nigerian banks moved from using local accounting standards (NGAAP) to adopting IFRS for their financial reporting. This transition involved adjustments to accounting policies, financial systems, and staff training to align with global standards.

11. Fair Value Measurement:
A method of measuring assets and liabilities based on their current market value, as opposed to historical cost. IFRS encourages the use of fair value accounting for certain financial instruments and assets, which enhances the transparency and relevance of financial reporting.
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