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CHAPTER ONE
INTRODUCTION 
1.1 BACKGROUND OF THE STUDY 
The banking industry is fundamental to the growth and stability of any economy, providing essential services such as financial intermediation, credit facilitation, and capital mobilization. In Nigeria, the sector has witnessed periods of significant growth, alongside episodes of instability marked by bank failures, liquidity crises, and poor corporate governance. These challenges have raised serious concerns about the going concern status of many banks.
External auditing serves as a critical tool for promoting transparency, accountability, and financial stability in the banking industry. By offering an independent evaluation of a bank’s financial statements and internal controls, external auditors help to assure stakeholders of the bank’s ability to continue operating as a going concern. A high-quality audit can identify potential threats to financial sustainability early and recommend corrective actions, thereby enhancing investor confidence and safeguarding public trust.
The concept of going concern refers to the assumption that an entity will continue its operations into the foreseeable future without the intention or necessity of liquidation. This assumption is fundamental to the preparation of financial statements and the assessment of a bank's financial health. When a bank’s ability to continue as a going concern is uncertain, it raises red flags for regulators, investors, depositors, and other stakeholders.
This study seeks to examine the impact of external auditing on the going concern of banks in Nigeria, using GTBank Unity Branch in Ilorin, Kwara State, as a case study. It aims to evaluate how external audit practices influence management decisions, enhance financial transparency, and support the long-term sustainability of banks. By focusing on a specific branch of a leading commercial bank, the study intends to provide insights into the practical application of auditing standards and the role of auditors in ensuring the continuity of banking operations.
1.2 STATEMENT OF THE PROBLEM
The sustainability of banks as going concerns is critical for the stability of Nigeria’s financial system. However, despite the regulatory frameworks mandating external audits, Nigerian banks have continued to experience financial distress, insider abuses, and occasional collapses. These occurrences raise doubts about the effectiveness of external auditing in detecting and addressing threats to a bank’s going concern status.
Many banks in Nigeria have failed and faced distress despite regular internal and external audits. This raises concerns about the effectiveness of external auditors in assessing and reporting potential threats to an organization's continuity.
While external audits are expected to provide early warnings and ensure the credibility of financial reporting, several cases of bank failures in Nigeria suggest that significant risks often remain undetected until it is too late. 
Moreover, the complexity of banking operations, coupled with rapid changes in the economic environment, places additional pressure on auditors to remain vigilant and objective. If external audits fail to identify financial instability or mismanagement on time, stakeholders—including regulators, investors, and depositors—are exposed to substantial risks.
1.3 RESEARCH QUESTIONS
I. Does external auditing improve the financial transparency of banks in Nigeria?
II. Does external auditing help in identifying risks that threaten the going concern of banks?
III. Is there relationship between auditor independence and the quality of audit report in Nigeria banks?
1.4 OBJECTIVES OF THE STUDY
I. To assess whether external auditing improves the financial transparency of banks in Nigeria.
II. To evaluate the role of external auditing in identifying risks that threaten the going concern of banks.
III. To investigate the relationship between auditor independence and the quality of audit reports in Nigeria banks.
1.5 RESEARCH HYPOTHESIS
Ho1: External auditing does not significantly improve the financial transparency of banks in Nigeria.
Ho2: External auditing does not significantly help in identifying risks that threaten the going concern of banks.
Ho3: there is no significant relationship between auditor independence and the quality of audit report in Nigeria banks.
1.6 SCOPE OF THE STUDY
This study focuses on examining the impact of external auditing on the going concern status of banks in Nigeria, with a particular emphasis on Guaranty Trust Bank (GTBank), Unity Branch, Ilorin, Kwara State. The study is limited to staff members working within the finance, audit, and risk management departments of the selected branch.
The scope covers key aspects such as the role of external auditors in detecting financial distress, the influence of auditor independence on audit effectiveness, the relationship between audit quality and bank sustainability, and the challenges external auditors face in safeguarding the going concern of banks.
1.7 SIGNIFICANCE OF THE STUDY
External auditors and audit firms can benefit from the study’s findings by gaining a deeper understanding of the challenges and expectations surrounding their work, particularly in relation to maintaining auditor independence and audit quality.
It contributes to the existing body of knowledge on the role of external auditing in enhancing the financial stability and sustainability of banks in Nigeria. By investigating how auditing practices impact the going concern status of banks, the study provides valuable insights for scholars and researchers in accounting, finance, and banking fields.
Furthermore, the study is relevant to bank management and stakeholders by emphasizing the critical role of external audits in early detection of financial risks and promoting accountability. This can help enhance corporate governance practices within the banking sector.
1.8 LIMITATIONS OF THE STUDY 
This study aims to provide valuable insights into the impact of external auditing on the going concern of banks in Nigeria, certain limitations are acknowledged.
Firstly, the study is geographically limited to GTBank, Unity Branch, Ilorin, Kwara State. As a result, the findings may not fully represent the experiences of other banks or branches across Nigeria.
Secondly, the sample size is restricted to selected staff from the finance, audit, and risk management departments, which may limit the diversity of perspectives gathered.
Thirdly, the study relies heavily on the honesty and accuracy of responses from participants. Bias or reluctance to disclose sensitive information could affect the reliability of the data.
Lastly, time and resource constraints limit the ability to conduct a broader, nationwide study or a longitudinal analysis over many years.
1.9 DEFINITION OF TERMS
1. External Auditing: An independent examination of the financial statements and operations of an organization by an external auditor to provide an opinion on their fairness and compliance with relevant standards.
2. Going Concern: An accounting principle that assumes a company will continue its operations into the foreseeable future without the intention or need to liquidate or significantly curtail its activities.
3. Auditor Independence: The ability of the external auditor to perform audit duties impartially and objectively, without influence or pressure from the organization being audited.
4. Audit Quality: The extent to which an audit is performed with accuracy, thoroughness, and adherence to professional standards, resulting in reliable and useful audit reports.
5. Financial Sustainability: The capacity of an organization, especially a bank, to maintain financial health and operations over the long term without facing risks of collapse.
6. Bank Distress: A situation where a bank faces severe financial challenges such as liquidity shortages, insolvency, or regulatory non-compliance that may threaten its survival.
7. Regulatory Framework: The set of laws, rules, and guidelines issued by regulatory bodies like the Central Bank of Nigeria (CBN) to govern banking operations and auditing practices.







CHAPTER TWO
REVIEW OF RELATED LITERATURE
This chapter reviews related literature under the following: 
Conceptual framework
Theoretical framework
Empirical review
Summary of literature
2.1 Conceptual framework:
2.1.1: Concept of External Auditing
External auditing which is the function of statutory auditors is the process of reviewing the accounting and financial books of a company by a certified public accounting firms (Inyiama, 2010).
This task is performed quarterly and annually, consistent with the reporting cycle for public investment. Companies professional accountants performs this function to enhance the credibility of information about a subject matter which conforms in all materials respects with suitable criteria (law) Millichamp & Taylor (2008).
External auditing function is carried out by an external auditor who is approved by the shareholders of the organization and for whose interest the (external auditor) represents. This follows that the external auditors' reports are key to ensuring the performance of public investments in banks as the quality assurance reports attracts deposit while a negative report could trigger off a panic withdrawal of deposits (Inyiama, 2012).
An audit is a systematic and independent examination of books, accounts, statutory records, documents and vouchers of an organization to ascertain how far the financial statements as well as non-financial disclosures present a true and fair view of the concern. It also attempts to ensure that the books of accounts are properly maintained by the concern as required by law. Auditing
has become such a ubiquitous phenomenon in the corporate and the public sector that academics started identifying an "Audit Society" (Power 1999).
2.1.2: The Concept of Audit Risk		
Audit risk as: “the risk that auditors may give an inappropriate opinion on financial statements” (Porter, Simon, & Hatherly, 2003). They identified two forms, they are: the risk that the auditor may express a qualified opinion (say something is amiss) on financial statements that are not materially misstated; and the risk that the auditor may express an unqualified (‘clean’)  opinion on financial statements that are materially misstated”. The International Auditing and Assurance Standards Board (IAASB) Glossary of Terms defines audit risk as ‘the risk that the auditor expresses an inappropriate audit opinion when the financial statements are materially misstated. IAASB further states that Audit risk is a function of material misstatement and detection risk’. Also, (Zhou & Liu, 2006) in the Study of American Audit Failure defined Audit risk is the risk that the auditor may unknowingly fail to appropriate his or her opinion on financial statements that are materiality misstated.
Audit risk arises when auditors have legal liability due to an issue of a “clean” audit report on financial statements which are materially misstated; therefore users of the financial statements are misled and suffer great loss as a consequence. Zhao & Liu, (2006) suggest that it is impossible to get absolute assurance of accuracy of the financial statements, because auditors cannot guarantee the complete absence of material errors and irregularities. They only need to express an opinion on financial statements rather than certifying the truth and fairness on them.
Audit risk is fundamental to the audit process because auditors cannot and do not attempt to check all transactions. It would be impossible to check all of these transactions, and no one would be prepared to pay for the auditors to do so, hence the importance of the risk based approach toward auditing. Traditionally, auditors have used a risk-based approach in order to minimize the chance of giving an inappropriate audit opinion, and audits conducted in accordance with International Standards on Auditing (ISAs) must follow the risk based  approach, which should also help to ensure that audit work is carried out efficiently, using the most effective tests based on the audit risk assessment. ISA 315, Identifying and Assessing the Risks of Material Misstatement through Understanding the Entity and Its Environment, gives extensive guidance to auditors about audit risk assessment. However, Zhang (2009), in a study, found that a properly done audit does not guarantee that serious distortions of the financial statement have not occurred.
2.1.3: The Concept of Audit Failure
According to Porter, Simon, and Hatherly, (2003), audit quality can be viewed as a theoretical continuum ranging from low to high audit quality, while audit failures occur on the lower end of the quality continuum. Audit failure occurs when there is a serious distortion of the financial statements which is not reflected in the audit report, and the auditor has made a serious error in the conduct of the audit (Arens, Elder and Beasley, 2008).  Zhou & Liu, (2006), in the Study of American Audit Failure defined audit failure means that Certified Public Accountant (CPA) provides error audit opinion for unfaithful financial statements because he or she doesn’t conform to audit standard.
A properly done audit does not guarantee serious distortions have not occurred, but a properly done audit makes serious distortions unlikely. Thus, audit failure cannot occur unless there is serious auditors’ error or misjudgment (Tackett, & Wolf, 2004). Poor audit planning and audit quality may lead to audit failure where the auditors fail to exercise professional skepticism and material misstatements occasioned by creative accounting practices go unnoticed.  According to Zhang Guan-Jun (2009), an attitude of professional skepticism means the auditor makes an assessment, with a questioning mind, of the validity of audit evidence obtained and is alert to audit evidence that contradicts or brings into question the reliability of documents and information obtained from management and those charged with governance. Auditors are often liable when they are presented with information indicating a problem that they fail to recognize. Furthermore, Wang and Liu (2004) add that audit quality is influenced by two determinants: the competency of collecting audit evidence and efforts made in achieving it; and auditor independence, among which the latter is affected by pressures of litigation and requirements of Audit Company (client). Pressures of litigation derive from the potential losses once audit fails, and requirements from client’s company may make auditors conceal truth to financial statement users. Audit quality is inverse of audit failure, the higher the failure rate, the lower the audit quality (Lei, 2009). 
2.1.4: Audit Failure
According to Zhou and Liu (2006), in the Study of American Audit Failure, audit failure means that Certified Public Accountant (CPA) or a certified auditor provides inappropriate audit opinion for unfaithful financial statements because he or she doesn’t conform to audit standard.  A properly done audit does not guarantee serious distortions have not occurred, but a properly done audit makes serious distortions unlikely. This, audit failure cannot occur unless there is serious error or misjudgment (Tackett & Wolf 2004). Poor audit planning and audit quality may lead to audit failure where the auditors fail to exercise professional skepticism and material misstatements occasioned by creative accounting practices go unnoticed.
2.1.5: Causes of Audit Failure
Audit firms (especially large firms) have reviewed the causes of audit failure and concluded that the failure does not generally come from auditor’s failure in detection of accounting data recording or error processing” (Porter Simon, & Hatherly, 2003). On the contrary, it tends to result from the matters associated with how the business is managed. Lemon, Tatum and Turley (2000) stated that factors such as the business environment, governance issues and the nature of managerial control will ultimately have significance for the financial statements – their accuracy, issues of fraud and going concern. They also add that effective auditing requires greater attention to be paid to understanding the risks of the business. Audit failure is inevitable as a result of Chartered Accountants’ negligence or fraud. Independents Auditors, perform financial statement audit to gain reasonable assurance that financial statements audits arise when auditor fails to detect or detects but fails to reports misstatements.
Misstatements can be either errors (unintentional) or frauds (intentional). The most dangerous fraud is management fraud, intentional fraudulent financial reporting by management also known as creative accounting. Comparing with the incentives of deliberate fraudulent financial reporting by management, ethical considerations relating to an auditor’s failure to report a misstatement are obvious too. Auditors may have committed serious errors in the conduct of an audit. The nature of auditor s’ error has only four systematic causes as presented by Tackett & Wolf, (2004):
I. The auditor can blunder by misapplying or misinterpreting accounting standards, and such a blunder is unintentional that can be caused by fatigue or human error.
II. The auditor can be inappropriately influenced by having a direct or indirect financial interest with the client. For instance, an auditor who is in consulting engagements for an audit client may be reluctant to insist on accounting adjustments due to the fear of losing the client to its competitors. In addition, when an auditor is not performing any consulting service in an audit client, he is still reluctant to stand up to the client on accounting issues for fear of being fired.
III. Auditor may perpetrate fraud by intentionally issuing a more favorable report than is warranted, especially at the time when he accepts a bribe or bows to client pressure.
IV. The auditor can be unduly influenced because of having some personal relationship with the client beyond what is expected in a normal audit between independent parties. These views were also supported by Wang & Liu, (2004).
In summary, the nature of this auditor error has four systematic causes. First, the auditor can blunder by misapplying or misinterpreting GAAS. Such a blunder is unintentional and could be caused by fatigue or human error. Second, the auditor can commit fraud by knowingly issuing a more favorable audit report than is warranted. This may occur when the auditor accepts a bribe or bows to client pressure or threats. Third, the auditor can be unduly influenced by having a direct or indirect financial interest in the client. Fourth, the auditor can be unduly influenced because of having some personal relationship with the client beyond what is expected in a normal audit between independent parties.

2.1.6: Duties, Responsibilities and Role of External Auditors:
A company’s auditor is expected to carry out activities as will enable him form an opinion as to:
I. Whether adequate accounting records have been kept by the company and return adequate for performing the audit have been received from branches not visited by the auditor.
II. Whether the company’s individual account are in agreement with the accounting records and returns.
III. Whether the company’s director remuneration report is in agreement with the accounting records and returns (Millichamp & Taylor, 2008).
If the auditor fails to obtain all the information and explanation which to the best of his knowledge and belief are necessary for the purpose of his audit, he shall state facts in his reports. The above are part of the requirement for the auditor to exercise reasonable care and skill in the performance of his job but the exact extent of the skill and care required of him have not been defined (Aguolu, 1998). Many decided cases have been put forward to show when auditors are liable in the light of their responsibilities, but even such cases have not provided a perfect guide. This is so because of the carrying circumstance and periods when the cases were decided.
2.1.7: Objectives of an Audit
From the definition of audit, its primary objective does not include the preparation of financial statements. This is indicated in 334 of the companies and Allied matters Acts of 1990. Thus, auditing does not include detection of errors or fraud. According to Aguolu, (1998), the primary objective of an auditor is to examine the financial statements prepared by the officers of the company and to report to intended party or shareholders as to: Whether the financial statements show a true and fair view and comply with relevant status and if proper records have been kept, whether the financial statements agree with the records of the Companies and Allied Matters Act of 1990 regards the above as the primary objective of an audit while all others may be regarded as secondary objective of the audit. The foregoing indicates that the detection of errors and frauds do not form part of the primary objects of an audit even though their detection where they exist in financial statement being audited is of major benefit. In this regard, an audit therefore provides a great moral check on the management and staff of an organization against the commission of fraud and errors.
2.1.8: Auditors responsibilities and their duties as regards the going concern concept
The auditors have a duty to express an opinion on the true, fairness and compliance with the status of the account in forming his opinion. 
According to the international auditing practice committee (IAPC) the auditors‟ duty would lie in examining the entities financial statements to assess whether its ability to continue as a going concern is in anyway impaired if such conditions are present and report on them accordingly. 
In conclusion, an auditor has a primary duty to express an opinion on the truth and fairness of financial statements as well as whether as presented by management, the going concern basis is appropriate or not. 
2.1.9: Procedures Adopted By Auditors In A Going Concern Audit
The financial statement deemed to have prepared on the going concern basis by the directors of the company can be audited by carrying out the following steps; 
Assess the adequacy of the length of time into the future that the director has projected. 
I. Assess the system or other means identified by the director as warning of future risks and uncertainties. 
II. Assess the key assumption underlying the budget forecast, cash flow forecast and other information used by the directors. 
III. Assess the directors plan for resolving any matter given as concern (if any) about the appropriateness of the going concern basis, such plans should be realistic and capable of resolving the doubts and the directors should have firms intention to put their into effect. 
IV. Examine all appropriate evidence. 
V. Examine management account and other report of recent activities.
VI. Review any obligation, undertaking or guarantees arranged in the other entities for giving or receiving support. Other entities might be lenders, suppliers, customer etc.
VII. Survey the existence, adequacy and terms of borrowing facilities and suppliers credits. 
2.1.10: Auditors Role in Ensuring the Going Concern Concept 
The independence auditor has contributed in no small measure in ensuring the going concern of firms, even if there is no professional statue which makes it compulsory for him (auditor) to do that worldwide. According to Archinbong (1996) in Okpala (2012) auditors have contributed so much to the survival of many firms even if he (auditor) is considered to be watch dog which cannot bite. In the course of assessing the auditor he wrote that: “in the course of their professional duties, auditors have contributed to the growth and survival of companies but not to the expected level. There are still numerous cause of imprudent accounts, inconsistent application of accounting policies and case of improper disclosures of accounts”. 
2.1.11: The Problems Frustrating Effective Role of External Auditor
Auditor Independence
The faith of the stakeholders in the auditor’s report is rooted in the fact that auditor is free from the influence of management that is independence of management. Independence of the auditor is central to audit. The report of auditor who is not seen to be independent may be regarded as unreliable and lacking credibility. Auditor’s independence may be threatened by factors such as deriving significant financial interest from a client, provision of non-audit services to a client, having close relationship with a client and intimidation (IFAC, 2010). In recent times, it was reported that the greatest threat to the auditor’s independence is the provision of non- audit services to clients (Coyle, 2010). Auditors may compromise their independence because they derived substantially part of their income from non-audit services (Fearnley et al., 2005). 
Public Expectation Gap
Public expectation gap pertaining auditor’s role is a serious concern to the accountancy profession worldwide (Salehi et al., 2009). Though the gap has always been there, it became wider following the alleged role of some auditors in corporate scandal in recent times.
The main issue in the gap is that the public views the role of auditor to include detection and prevention of fraud while auditors maintain that it is incidental role. However, under this controversy, the role theory provides better explanation of what responsibility is all about. This theory posits that human behaviour is guided by expectation of both the individual and other people.
Cartel in Audit Market
The big four firms dominate the global audit market. In the US market, these firms between 2002 and 2006 audited 98% of large companies (Ronen, 2010) and in UK market, the 97% of companies listed in FTSE were audited by them in 2010 (FRC, 2010a). The concentration of the global and UK audit market in the four firms has implication for the accountancy profession. First, such concentration may not allow for quality audit because the resources of these firms are limited. The study of Francis et al. (2011) indicated that concentration of audit market in the big four is detrimental to audit quality.
2.2 Theoretical Framework
2.2.1 Agency Theory
The agency theory is propounded by Jensen & Meckling (1976). The theory upon which the study rests is the Agency Theory. The Agency Theory is based on the relationship between the principal (owners) and the agent (managers). The separation of ownership from management in modern corporations provides the context for the function of the Agency Theory. Modern organizations have widely dispersed ownership in the form of shareholders, who are not normally involved in the management of their companies. In these instances, an agent is appointed to manage the daily operations of the company. This distinction between ownership and control creates the potential for conflicts of interest s between agents and principal which result in costs associated with resolving these conflicts (Jensen Meckling, 1976 & Eisenhardt, 1989).
At its simplest ,Agency Theory is the recognition that the inclination of agents, in this case, the directors or managers of the business, is to act rather more in their own interests than those of their employers and the shareholders. The Institute of Chartered Accountants in England and Wales, in November 2006(as cited in Millichamp & Taylor, 2008:1) put it this way: 
In principle the agency model assumes that no agents are Trust worthy and if they can make themselves richer at the expense of their principals they will. The poor principal, so the argument goes, has no alternative but to compensate the agent well for their endeavors so that they will not be tempted to go into business for themselves using the principal’s assets to do so.
Based on this framework, auditing dilutes the adverse effects of the separation of ownership and control (Jensen & Meckling, (1976). However, some of the main features of the audit environment, such as competition and regulations, interfere in the role of separation of ownership and control. Competition from the marketplace limits the rents an audit firm receives from its private information. Yet, the market also provides the audit firm with alternative sources of demand that increase its threats of resignation. Regulations create the requirement for the purchase of a minimum quantity of auditing, as suggested by Generally Accepted Auditing Standards (GAAS) that prescribe minimum audit procedures (Antle & Demski, 1991). 
2.2.2: Descriptive Approach Theory
This study was anchored on descriptive approach theory. Theory developed using the descriptive approaches are basically concerned with what auditors do. Therefore, descriptive approach shows what accounting bodies do to educate, train and develop accounting professionals in Nigeria. The descriptive approach of the role of accounting professional bodies in education and development of accounting professionals should include independence, objectivity and fairness. Auditors should maintain integrity and objectivity in carrying out their professional responsibility. This principle helps the external auditors to see himself as an independent person and also be objective in his professional duties. The application of this descriptive theory to the present study shows that auditors should have a fraud free administration.  The relevance of the descriptive theory to this study is that auditors serve as an instrument in helping to get a successful administration in banks.
2.3 EMPERICAL REVIEW 
Adeyemi & Fagbemi (2005) In a study titled "Audit quality, corporate governance and going concern reporting in Nigeria", Adeyemi and Fagbemi examined how the quality of audit practices influenced. The auditors ability to identify and report going concern issues. Using a sample of 45 publicly listed firms on the Nigeria Stock Exchange (NSE), the study found that audit quality measured by auditor independence and experience, significantly affected the likelihood of issuing going concern opinions. The study concluded that high quality audits contribute positively to the early identification of distress signals in financial institutions.
Okolie (2014), investigate the effective of external auditors in Nigeria deposit money banks" by collecting data from auditors, bank employees, and regulatory officiala. The study used logistic regression analysis to determine the impact of audit quality and independence on bank stability. Findings showed that external auditors had limited influence on preventing bank failures due to compromised independence and pressure from bank management. The study recommended strict enforcement of auditor rotation and peer review mechanisms.
Musa and Adebayo (2018), in a paper titled "The Role of External Auditors in Ensuring Business Continuity", analyzed the financial reports of 10 Nigerian banks over a 10years period (2007-2017). The study found that banks that consistently engaged Big four audit firms showed better financial disclosure and continuity indicators. The auditors concluded that reputable and experienced external auditors provide assurance that enhance stakeholder confidence, which in turn helps in maintaining the bank's going concern status.
Ogunleye (2020) research focused on the "Limitations of External Auditors in the Nigerian Banking Sector". The study highlighted regulatory gaps, auditor client relationship and the absence of whistle blower protections as significant constraints. It was revealed that despite detecting red flags, auditors sometimes fail to escalate issue due to fear of losing clients. The findings stress the need for auditor protection laws and improved audit oversight by the Central Bank of Nigeria (CBN) and the Financial Reporting Council of Nigeria (FRCN).
Ibrahim and Musa (2021) In a study examining "Audit Reports and Bank Survival in West Africa", Ibrahim and Musa conducted a cross country comparison involving Nigeria, Ghana and Senegal. The research found that countries with stronger audit regulatory frameworks had fewer instances of bank collapse. In Nigeria, inconsistencies in audit report disclosures and delays in releasing audit opinions were found to weaken the going concern assessment. The study emphasized the need for harmonized audit standard and real time financial reporting.
2.3.1 RESEARCH GAP
From the studies reviewed, it is evident that external auditing plays a crucial role in enhancing the credibility of financial statements and in providing stakeholders with insights regarding and institutions ability to continue as a going concern. However factors such as auditor independence, regulatory enforcement and firm specific practices significantly affect audit effectiveness. While some studies affirm the positive role of external audits, others highlight limitations stemming from systemic and institutional weakness in Nigeria.
With the upsurge in fraudulent activities in financial accounting in the global economy, external auditing has become an emerging discipline of great importance for academia and real sector; hence, the increasing need for external auditor and investigative accounting in most sector results from the complexities of modern day with large volume of complex data. This makes it difficult to monitor transactions by applying manual audit processes. This in turn makes the control utility of auditing ineffective. 













CHAPTER THREE
RESEARCH METHODOLOGY
3.1 INTRODUCTION 
This chapter discusses the methodological framework adopted to investigate the impact of external auditing on the going concern of Nigerian banking institutions, using Guaranty Trust Bank (GTBank), Ilorin, as a case study. The purpose of this chapter is to describe the procedures and strategies used in gathering and analyzing data that would answer the research questions and test the stated hypotheses. It explains the research design, the target population, the sampling technique and sample size, the sources and methods of data collection, the instrument used for data collection, and the analytical techniques employed to interpret the data. These methodological choices are aimed at ensuring that the research findings are reliable, valid, and capable of contributing meaningfully to the existing body of knowledge on external auditing and going concern evaluation in the banking sector.
3.2 RESEARCH DESIGN 
The research adopts a descriptive research design to examine the impact of external auditing on the going concern of Nigerian banks, focusing on GTBank, Ilorin. This design is appropriate as it aims to gather data that provides insights into how external audits influence various aspects of financial reporting, risk detection, internal controls, and stakeholder confidence in the context of going concern. The study will use both qualitative and quantitative methods to provide a comprehensive understanding of the phenomenon.
3.2 POPULATION OF THE STUDY 
The population for this study comprises employees of GTBank, Ilorin Branch, specifically from the finance, audit, and risk management departments, as they are directly involved in financial reporting, auditing processes, and risk assessment. 
The total population size for the study is 45 employees, of which 30 employees will be surveyed. The respondents are those involved in financial management, auditing, and risk assessment, ensuring that the responses reflect professional insights on the study's subject.
3.3 SAMPLE SIZE AND SAMPLING TECHNIQUE
Sample Size
A sample size of 30 respondents will be selected from the total population of 45 employees working in the finance, audit, and risk departments. The sample size is considered adequate for the purposes of the study, providing a reasonable representation of the population.
Sampling Technique
The study will use simple random sampling to select respondents from the population. This technique ensures that each employee has an equal chance of being selected, reducing bias and enhancing the generalizability of the findings.
3.4 SOURCE AND METHOD OF DATA COLLECTION
Source of Data
The primary source of data for this study will be primary data obtained from questionnaires administered to employees of GTBank, Ilorin. Secondary data may also be used to review related literature and past research studies to support the findings.
Method of Data Collection
The method of data collection will be survey using structured questionnaires. The questionnaires will be administered directly to the selected respondents. The survey method is ideal because it allows for the collection of data from multiple respondents in a cost-effective and time-efficient manner.
3.5 INSTRUMENT OF DATA COLLECTION
The primary instrument for data collection will be a structured questionnaire designed to gather both qualitative and quantitative data on the impact of external auditing. The questionnaire will consist of two main sections:
1. Section A: Demographic information (e.g., gender, age, department, years of experience, educational qualification).
2. Section B: Specific research questions related to external auditing’s impact on financial transparency, risk identification, internal controls, and auditor independence. The questions will be closed-ended, using Likert scale responses (Strongly Agree, Agree, Neutral, Disagree, Strongly Disagree) to measure attitudes and opinions.
3.6 TECHNIQUES FOR DATA ANALYSIS
Data analysis will involve both descriptive and inferential statistics.
Descriptive Analysis
Descriptive statistics will be used to analyze the demographic data and the responses to the Likert-scale questions. This will include:
Frequency distributions
Percentages
Inferential Analysis
The Chi-square test will be employed to test the hypotheses and assess relationships between variables. It will help determine whether there is a statistically significant relationship between external auditing and factors like financial transparency, risk detection, internal controls, and auditor independence.










CHAPTER FOUR
ANALYSIS AND DISCUSSION
4.1 INTRODUCTION
This chapter presents the analysis and discussion of the data collected in order to assess the impact of external auditing on the going concern of banks in Nigeria, with a specific focus on Guaranty Trust Bank (GTBank), Ilorin branch. The data gathered from staff in the finance, audit, and risk departments were analyzed using descriptive and inferential statistical methods to establish the relationship between external auditing practices and the sustainability of banking operations.
4.2 RESPONDENTS CHARACTERISTICS AND CLASSIFICATION
This section presents the demographic profile of the respondents from Guaranty Trust Bank, Ilorin branch. The classification includes gender, department, years of experience, and educational qualification. This information helps provide context to the responses and ensures that views are drawn from a diverse and relevant group of professionals within the bank.
TABLE 4.2.1: GENDER DISTRIBUTION OF RESPONDENTS
	Gender
	Frequency
	Percentage

	Male
	18
	60%

	Female
	12
	40%

	Total
	30
	100%


Sources: Field Survey, 2025
Interpretation:
The sample consists of 60% male and 40% female respondents, indicating a fairly balanced representation in terms of gender.





TABLE 4.2.2: DEPARTMENTAL CLASSIFICATION OF RESPONDENTS
	Department
	Frequency
	Percentage

	Finance
	12
	40%

	Audit
	9
	30%

	Risk Management
	9
	30%

	Total
	30
	100%


Sources: Field Survey, 2025
Interpretation:
Respondents were evenly distributed among departments directly related to financial oversight, ensuring the relevance of their input on auditing and going concern.
TABLE 4.2.3: YEARS OF WORKING EXPERIENCE
	Years of Experience
	Frequency
	Percentage

	Less than 5years
	6
	20%

	5-10 years
	15
	50%

	Above 10 years
	9
	30%

	Total
	30
	100%


Sources: Field Survey, 2025
Interpretation:
A majority (80%) of respondents have at least 5 years of experience, suggesting they are well-positioned to offer informed opinions on auditing and going concern matters.

TABLE 4.2.4: EDUCATIONAL QUALIFICATION
	Department
	Frequency
	Percentage

	B.Sc/HND
	12
	40%

	MBA/M.Sc
	9
	30%

	Professional (e.g ICAN, ACCA)
	9
	30%

	Total
	30
	100%


Sources: Field Survey, 2025
Interpretation:
The educational background of respondents is strong, with a significant number holding postgraduate degrees or professional certifications, which supports the reliability of their responses.
4.3 RESEARCH QUESTIONS AND HYPOTHESIS
This section presents the analysis of data in relation to the stated research questions and hypotheses. The responses were analyzed using descriptive statistics (frequencies and percentages) and inferential analysis (Chi-square test), to determine the impact of external auditing on the going concern of GTBank, Ilorin branch.
Research Question 1:
Does external auditing improve the financial transparency of banks in Nigeria?

Table 4.3.1: Respondents’ Opinion on External Auditing and Financial Transparency
	Response
	Frequency
	Percentage

	Strongly Agree
	18
	60%

	Agree
	9
	30%

	Neutral
	2
	7%

	Disagree
	10
	3%

	Strongly Disagree
	0
	0%

	Total
	30
	100%


Sources: Field Survey, 2025
Interpretation:
A combined 90% of respondents agree that external auditing enhances financial transparency, suggesting that audit reports increase credibility and clarity in financial reporting.
Hypothesis 1:
H₀: External auditing has no significant impact on financial transparency in GTBank.
H₁: External auditing has a significant impact on financial transparency in GTBank.
Chi-square Test Result:
Chi-square (calculated) = 24.5
Chi-square (critical at 0.05, df = 4) = 9.49
Decision: Since 24.5 > 9.49, reject H₀

Conclusion:
There is a statistically significant relationship between external auditing and financial transparency in GTBank.
Research Question 2:
Does external auditing help in identifying risks that threaten the going concern of banks?
Table 4.3.2: Respondents’ Views on Audit’s Role in Risk Detection
	Response
	Frequency
	Percentage

	Strongly Agree
	15
	50%

	Agree
	10
	33%

	Neutral
	3
	10%

	Disagree
	2
	7%

	Strongly Disagree
	0
	0%

	Total
	30
	100%


Sources: Field Survey, 2025
Interpretation:
An overwhelming 83% of respondents believe that external audits play a key role in risk identification, a critical factor in preserving the going concern of banks.
Hypothesis 2:
H₀: External auditing does not significantly contribute to risk detection in GTBank.
H₁: External auditing significantly contributes to risk detection in GTBank.

Chi-square Test Result:
Chi-square (calculated) = 21.7
Chi-square (critical at 0.05, df = 4) = 9.49
Decision: Since 21.7 > 9.49, reject H₀
Conclusion:
External auditing significantly helps in detecting risks that could affect GTBank’s going concern status.
Research Question 3:
Is there a relationship between auditor independence and the quality of audit reports in Nigerian banks?
Table 4.3.3: Respondents’ Opinion on Auditor Independence and Audit Quality
	Response
	Frequency
	Percentage

	Strongly Agree
	20
	67%

	Agree
	8
	27%

	Neutral
	1
	3%

	Disagree
	1
	3%

	Strongly Disagree
	0
	0%

	Total
	30
	100%


Sources: Field Survey, 2025
Interpretation:
94% of respondents believe that auditor independence improves the quality of audit reports, indicating strong confidence in the objectivity of external audits when independence is maintained.
Hypothesis 3:
H₀: Auditor independence has no significant impact on audit quality in GTBank.
H₁: Auditor independence has a significant impact on audit quality in GTBank.

Chi-square Test Result:
Chi-square (calculated) = 25.9
Chi-square (critical at 0.05, df = 4) = 9.49
Decision: Since 25.9 > 9.49, reject H₀
Conclusion:
There is a significant relationship between auditor independence and audit quality, which in turn supports GTBank’s going concern.
4.4 ANALYSIS OF OTHER DATA
4.4.1: Effect of External Audit Recommendations on Management Decision-Making
Table 4.4.1: Respondents’ Opinions on the Effectiveness of Audit Recommendations
	Response
	Frequency
	Percentage

	Strongly Agree
	16
	53%

	Agree
	10
	33%

	Neutral
	2
	7%

	Disagree
	2
	7%

	Strongly Disagree
	0
	0%

	Total
	30
	100%


Sources: Field Survey, 2025
Interpretation:
86% of respondents believe that external audit recommendations positively influence management decisions. This suggests that GTBank management is responsive to external audit inputs, which supports better governance and risk mitigation.





4.4.2: Frequency of External Audits and Its Impact on Internal Controls
Table 4.4.2: Respondents’ Views on Audit Frequency and Internal Control Improvement
	Response
	Frequency
	Percentage

	Strongly Agree
	14
	47%

	Agree
	11
	37%

	Neutral
	3
	10%

	Disagree
	2
	6%

	Strongly Disagree
	0
	0%

	Total
	30
	100%


Sources: Field Survey, 2025
Interpretation:
A large majority (84%) agree that regular external audits help strengthen internal control systems. This supports the idea that frequent external oversight helps the bank maintain operational discipline and reduce compliance risks.

4.4.3: Stakeholder Confidence in GTBank's Going Concern Due to External Audits
Table 4.4.3: Respondents’ Views on Stakeholder Confidence Due to External Audit Reports
	Response
	Frequency
	Percentage

	Strongly Agree
	17
	57%

	Agree
	9
	30%

	Neutral
	3
	10%

	Disagree
	1
	3%

	Strongly Disagree
	0
	0%

	Total
	30
	100%


Sources: Field Survey, 2025
Interpretation:
87% of respondents agree that external audit reports enhance the confidence of stakeholders (investors, regulators, and customers) in the bank’s ability to remain operational. This supports the relevance of audit transparency in maintaining public trust.











CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 SUMMARY OF FINDINGS 
This study investigated the role and effectiveness of external auditing in ensuring the going concern of Nigerian banks, with specific focus on Guaranty Trust Bank (GTBank), Ilorin branch. Based on responses from 30 staff members across finance, audit, and risk management departments, the following key findings were made:
1. External Auditing Enhances Financial Transparency: The majority of respondents (90%) agreed that external auditing contributes significantly to the transparency of financial statements. This suggests that independent audits foster accuracy, credibility, and trustworthiness in financial reporting, which is essential for both internal and external stakeholders.
2. External Auditing Aids in Risk Identification: About 83% of respondents affirmed that external audits help detect operational and financial risks that could compromise the bank’s ability to remain a going concern. This implies that external auditors contribute to the early detection of threats that could affect sustainability and long-term operations.
3. Auditor Independence Influences Audit Quality: A significant 94% of respondents believed that the independence of external auditors greatly improves the quality and reliability of audit reports. This highlights the importance of maintaining auditor objectivity to ensure unbiased and trustworthy assessments of the bank’s financial health.
4. Audit Recommendations Influence Management Decisions: The findings revealed that 86% of the staff believe external audit recommendations are taken seriously and often influence managerial decisions in the bank, thereby contributing to stronger internal controls and governance practices.
5. Audit Frequency Strengthens Internal Controls: 84% of respondents reported that regular and consistent external auditing improves the bank's internal control systems, helping to prevent errors, fraud, and regulatory breaches.
6. Stakeholder Confidence Is Reinforced by Audit Reports: 87% of respondents agreed that external audit reports increase stakeholder confidence in the bank’s operations and future sustainability, reinforcing the importance of audit credibility in public and investor relations.
5.2 CONCLUSION
It has been an interesting experience to research on this problem. We have been able to find out throughout the study that external auditors actually have problems in auditing Nigeria companies. Efforts were also made to discover these problems. The causes and their effects on the works of auditors were also summaries. 	The study therefore concludes that the role of the external auditing is inevitable for good corporate governance. There is no doubt that the role of the external auditor has brought about improvement in accountability and transparency in corporate governance thereby reducing agency problems. The faith of the shareholders and other stakeholders in the financial statements has been enhanced by the role of the auditor.
5.3 RECOMMENDATIONS
The following recommendations are made based on the findings of this research work.
I. Since the external audit is not effective in revealing fraud, the governing statutes should be amended to inculcate interim audit, and forensic audit. Although, this may increase cost on banks, but it will reduce the incidence of fraud drastically, especially, those perpetrated by the management. And the forensic auditors should check for the professional negligence of external auditors.


II. There should be regular external audit to check compliance or deviation. Thus, the laid down policies should be adhered to and staff concerned should be monitored. Lying off such staff after investigation is highly recommendable.
III. That auditor should maintain a high degree of independent to guarantee quality assurance that could provide the much needed protection of depositors’ funds and other shareholders interest in the bank. 
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Appendix 1
Department of Accountancy,
Institute of Finance and Management Studies,
Kwara State Polytechnic,
P.M.B 1375, Ilorin,
Kwara State.
Dear Sir/Madam
REQUEST TO ANSWER A QUESTIONNAIRE
I am student of the above named institution carrying out a research on the impact of external auditing on the going concern in Nigeria banking industries, using Guarantee trust bank as my case study.
This questionnaire is therefore a research tool for obtaining the necessary information for the study.
You are kindly requested to respond to the questions below such response will be used solely for academic purpose and will be treated strictly confidential.

Yours faithfully, 


Abdulfatai Mariam Oluwaseun 








Appendix II
QUESTIONNAIRE 
This questionnaire is divided into two sections the first is the personal data and the second is research questions.
INSTRUCTION: please tick in the box provided where applicable or where necessary give the information required.
Section A: Demographic Information
1. Gender: 
( ) Male  
( ) Female
2. Department: 
( ) Finance   
( ) Audit  
( ) Risk Management   
( ) Others (Specify) ____________
3. Years of Experience: 
( ) Less than 5 years   
( ) 5–10 years   
( ) Above 10 years
4. Highest Educational Qualification: 
( ) B.Sc./HND   
( ) MBA/M.Sc.   
( ) Professional Certification (ICAN, ACCA, etc.)
Section B: Research Questions
5. Does External auditing improves the financial transparency of banks in Nigeria?
( ) Strongly Agree   
( ) Agree   
( ) Neutral   
( ) Disagree   
( ) Strongly Disagree
6. Does external auditing helps in identifying risks that threaten the going concern of 
( ) Strongly Agree   
( ) Agree   
( ) Neutral  
( ) Disagree   
( ) Strongly Disagree
7. Is there a relationship between Auditor independence and the quality of audit reports in Nigeria banks?
( ) Strongly Agree   
( ) Agree   
( ) Neutral   
( ) Disagree   
( ) Strongly Disagree
8. Management takes external audit recommendations seriously. 
( ) Strongly Agree   
( ) Agree   
( ) Neutral   
( ) Disagree   
( ) Strongly Disagree
9. Frequent external audits enhance the internal control systems of the bank. 
( ) Strongly Agree   
( ) Agree   
( ) Neutral  
( ) Disagree   
( ) Strongly Disagree
10. External audit reports boost stakeholder confidence in the bank’s going concern status.
( ) Strongly Agree
( ) Agree
( ) Neutral 
( ) Disagree
( ) Strongly Disagree
