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CHAPTER ONE

BACKGROUND TO THE STUDY
1.1	HISTORY OF BANKING
This history of banking dates back to ancient civilizations with evidence of banking activities found in ancient Mesopotamia Egypt, Greece and Rome. The modern banking system, however, has its roots in 17th century.
DEVELOPMENT OF BANKING IN NIGERIA
In Nigeria, the banking industry has a history that date back t the colonial era, the first bank in Nigeria was the African Banking Corporation, which was established in 1982. The bank was later acquired by the Bank of British West Africa (now First Bank of Nigeria) in 1925.
Challenges Facing the Banking Industry
Despite the growth and development of banking industry. It faces several challenges, including;
· Risk Management
· Regulatory Requirement
· Financial Statement fraud
· Lack of Transparency
Challenges of Financial Reporting in First Bank Plc
Complexity of financial instruments First Bank plc deals with complex financial instruments, such a s derivatives and securitized assets, which can be difficult to value and report.
Risk Management
First Bank Plc failed various risks, including credit risk, market risk, and operational risk, which must be properly managed and reported.
Regulatory Requirement
First Bank Plc must comply with various regulatory requirements, including financial reporting requirement.
Financial Statement Fraud
First Bank PLC are vulnerable to financial statement fraud which can have serious consequences for stake holders.
Lack of Transparency
First Bank Plc may lack transparency in their financial reporting, making it difficult for stakeholders to understand their financial performance and position.

Positive Impact of Financial Reporting on First Bank Plc.
Stakeholder Confidence: Accurate and reliable financial reporting helps to build stake holder conference in the bank’s financial performance and position.
Informed Decision Making: financial reporting provides stakeholder with the information they need to make informed decision about the bank.
Risk Management: financial reporting help first  Bank Plc to comply with regulatory requirements, which is essential for maintaining their banking license.
Financial Stability: accurate and reliable reporting helps to promote financial stability, which is critical to the overall health of the economy.
RESEARCH HYPOTHESIS
Null Hypothesis 1: there is no significant relationship between audit independence and financial reporting quality in First Bank plc.
Null Hypothesis 2: Audit quality characteristics (independence, expertise and audit committee effectiveness) do not significantly influence financial reporting quality in First Bank Plc.
Null Hypothesis 3: there is no significant differences in financial reporting quality between First Bank Plc that have high independence quality and those that have low independence quality.
1.2	STATEMENT OF RESEARCH PROBLEM
	Despite the critical role of auditing in ensuring the accuracy and reliability of financial statements, there are concerns about the independence of auditing in the Nigerian banking Sector. Recent studies have highlighted instances of financial misreporting and co-operate governance issues in Nigerian banks, which have undermined stakeholder confidence in the sector.
	Specifically, the research problem is that there is a lack of empirical evidence on the impact of audit independence on financial reporting quality in Nigerian banks, this knowledge gap is significant because it limits the ability of stakeholders to assess the reliability of financial statements and make informed decision.
1.3	RESEARCH QUESTION
1.	what is the relationship between audit independence and financial reporting quality in First Bank Plc?
2.	to what extent do audit committee characteristics influence audit independence in First Bank PLc?
3.	what are the challenges faced by auditors in ensuring high quality financial reporting in First Bank Plc?
1.4	OBJECTIVE OF THE STUDY
To examine the relationship between audit independence and financial reporting in First Bank Plc.
To investigate the impact of audit committee characteristics on audit independence in First Bank Plc.
To identify the challenges face by auditors in ensuring high quality financial reporting in First Bank Plc.
1.5	SIGNIFICANT OF THE STUDY
	This study is significant because it will provide insights into the impact of audit independence on financial reporting quality in First Bank plc. The findings of this study will be useful to stakeholders and audit practitioners, who rely on financial statements to make informed decision.


1.6	SCOPE OF THE STUDY
	This study will focus on First Bank Plc. and most prominent banks in Nigeria. The study will cover a period of five years from 2018 to 2022.
1.7	LIMITATION OF THE STUDY
	This study is limited to First Bank o Nigeria, and may not be generalizable to other banks in Nigeria, Additionally, the study relies on secondary data which may be subject to limitations and biases.
1.8	DEFINITION OF KEY TERMS
1.	Audit Independence: the degree to which an audit is performed in accordance with professional standards, is free from material errors,  and provide stakeholders with confidence in the accuracy and reliability of financial statements.
2.	Financial Reporting Quality: the degree to which financial statement accurately reflect the financial position and performances of an organization.
3.	Audit Committee: a committee of the board of director responsible for overseeing the audit process, ensuring the integrity of financial statements and monitoring the independence of the auditor. 
4.	Audit Committee characteristics: Attributes of the audit committee such as independence, expertise and size that influence its effectiveness in overseeing the audit process.


CHAPTER TWO
2.1	INTRODUCTION
	This chapter provides a comprehensive review of the conceptual and empirical literature on audit independence on financial reporting and audit committee characteristics. The chapter is organized into several sections, each focusing on a  specific conceptual issue related to the study.  The literature review provides a foundation for understanding the research problem, research questions and hypotheses.
2.2	CONCEPTUAL FRAMEWORK
	This section reviews the conceptual literature on the major concepts and issues relating to the subject matter of the study.
2.2.1	AUDIT INDEPENDENCE
	Audit independence is a critical component of financial reporting. An independent audit provide stakeholders with confidence in the accuracy and reliability of financial statements.


2.2.11	DEFINITION AND MEASUREMENT OF AUDIT INDEPENDENCE
Audit independence refers to the independence of an auditor or audit firm from the company being audited. This independence is essential to ensure that eh auditor provide unbiased and objective opinion on the company: Financial statements. Measurement of audit independence can be complex, as it involves assessing the auditor’s objectivity, integrity and professional skepticism.
2.2.1.2	FACTORS INFLUENCING AUDIT INDEPENDENCE
	Several factors have been identified as influencing audit independence audit quality, auditor expertise and audit firm size.
2.2.2		FINANCIAL REPORTING QUALITY
	Financial independence quality is a state where an individual or household has sufficient wealth, asset or income to cover their living expenses without needing to work actively for money.


2.2.2.1	DEFINITION AND MEASUREMENT OF FINANCIAL REPORTING
	This is the degree to which a company: financial reports are free from material error’s, omissions or manipulations, and evaluating various factors that impact the accuracy, reliability and transparency of a company; financial reports.
2.2.2.2	FACTOR INFLUENCING FINANCICAL REPORTING QUALITY
	Several factors have been identified as influencing financial reporting in independence quality including corporate governance, audit quality and financial independent regulations.
2.2.3	AUDIT COMMITTEE CHARACTERISTICS
	Audit committee characteristics refer to the attributes the audit committee sucha s independence, expertise and size. That influence it’s effectiveness in overseeing the audit process.
2.2.3.1	DEFINITION AND MEASUREMENT OF AUDIT COMMITTEE CHARACTERISTICS
	Several studies have defined and measure audit committee characteristics in different ways. For example, Carcello and Neal (2003) define audit committee independence as the proportion of independence directors on the audit committee.
2.2.3.2	FACTORS INFLUENCING AUDIT COMMITTEE EFFECTIVENESS
Several factors have been identified as influencing audit committee effectiveness, including audit committee expertise and audit committee independence.
2.2.4	RELATIONSHIP BETWEEN AUDIT INDEPENDENCE, FINANCIAL INDEPENDENCE QUALITY AND AUDIT COMMITTEE CHARACTERISTICS
	Several studies have investigated the relationship between audit independence quality, financial independence quality and audit committee characteristics. For example, Abbolt et al (2004) found that audit committee independence and expertise are positively related to audit quality and financial independence quality.

2.3	THEORETICAL FRAMEWORK
	This section reviews the theoretical frameworks relevant tot eh research question, hypothesis and research problem. The goal is to identify and select a suitable theoretical framework to guide the study.
2.3.1	AGENCY THEORY
	Agency theory, developed by Jensen and Meckling (1976) posits that the separation of ownership and control in organization can lead to agency problems. In the context of auditing agency theory suggest that auditors can play a crucial role in mitigating agency problems by providing assurance on the accuracy and reliability of financial statement.
2.3.2	SIGNALING THEORY
	Signaling theory, developed by Spence (1973) suggest that companies can signal their quality or characteristics to stakeholders through various means, including auditing. In the context of auditing, signaling theory c=suggest that high quality audit can serves as a signal to stakeholders that a company; financial statements are accurate and reliable.


2.3.3	STAKEHOLDER THEORY
	Stakeholder theory, developed by Freeman (1984), suggests that companies have responsibility to various stakeholers including shareholders, employees, customers and suppliers. In the context of auditing, stakeholder theory suggests that auditors have a responsibility to provide assurance ont eh accuracy and reliability of financial statements to various stakeholders.
2.3.4	AUDIT INDEPENDENCE FRAMEWORK
	This audit independence framework developed by De Angelo (1981). Suggests that audit independence is a function of auditor quality, auditor expertise, and audit firm size. This framework is relevant tot eh study as it provides a theoretical basis for understanding the factors that influence audit independence.
2.3.5	SELECTION AND JUSTIFICATION OF THE THEORETICAL FRAMEWORK
	Based on the review of the theoretical framework the audit independence framework is selected as the most relevant framework to guide the study. This framework is chosen because it provide a comprehensive understanding of the factors that influence audit independence quality, which is a critical component of financial reporting independence.
	The audit independence framework is also justified because it has been widely used in prior research studies on audit independence.
	Furthermore, the framework is consistent with the research question and hypotheses, which focus on the relationship between audit independence and financial reporting independence.
2.4	EMPIRICAL FRAMEWORK
	This section reviews the empirical literature on each of the variables of the study, including audit independence, financial reporting independence, and audit committee characteristics.
2.4.1	AUDIT INDEPENDENCE
	Several empirical studies have investigated the concept of audit independence quality for example, De Agelo (1981) found that auditor independence and expertise are positively related to audit independence. Similarly Carcello and Neal (2003) found that audit committee independence and expertise are positively related to audit quality.

2.4.2	FINANCIAL REPORTING QUALITY
	Empirical studies have als investigated the concept of financial reporting quality. For example Francis et al (2005) found that financial reporting quality is positively related to audit independence and negatively related to earning management. Similarly, Jensen and Meckling (1976) found that financial reporting quality is positively related to corporate governance.
2.4.3	AUDIT COMMITTEE CHARACTERISTICS
	Empirical studies have also investigated that concept of audit committee characteristics, for example, Klein (2002) found that audit committee independence and expertise are positively related to audit quality and financial reporting quality.
	Similarly, Abbolt et al (2004) found that audit committee size and meeting frequency are positively related to audit independence.
2.4.4	METHODOLOGIES USED
	The empirical studies reviewed above employed a range of methodologies, including regression analysis, correlation analysis and descriptive statistics. For example, De Angelo (1981) used regression analysis to investigate the relationship between auditor independence and audit quality. Similarly, Francis et al (2005) used correlation analysis to investigate the relationship between financial reporting quality and earnings management.
2.4.5	RESEARCH  UESTIONS/HYPOTHESES ANSWERED/TESTED
	The empirical studies reviewed above investigated a range of research questions and hypotheses related to audit independence, financial reporting quality and audit committee characteristics. For example, De Angelo (1981) investigated the hypothesis that auditor independence is positively related to audit quality.
2.4.6	VARIABLES USED AND THEIR MEASUREMENT
	The empirical studies reviewed above employed a range of variables, including audit independence, financial reporting quality, auditor independence, auditor expertise and audit committee characteristics, for example De Angelo (1981) measured and quality using a proxy variable, such as likelihood of auditor resignation. Similarly, Francis et al (2005) measured financial reporting quality using a proxy variable, such as earnings quality.
2.4.7	RESEARCH TEHCNIGUES ADOPTED
	The empirical studies reviewed above employed a range of research techniques, including regression analysis, correlation analysis and descriptive statistics. For example, De Angelo (1981) used regression analysis to investigate the relationship between auditor independence and audit independence. Similarly, Francis et al (2005) use correlation analysis to investigate the relationship between financial reporting independence and earning management.
2.4.8	STRENGTH AND WEAKNESS
	The empirical studied reviewed above have several strength and weakness. For example De Angelo (1981) used a larg sample size and employed a robust resign design. However, the study has been criticized for its measurement of audit independence. Similarly, Francis et al (2005) used a robust research design and employed a range of proxy variables to measure financial reporting quality. However, the study has been criticized for its reliance on achieval data.
CHAPTER THREE
3.1	INTRODUCTION
	This chapter outlines the research methodology used to investigate the relationship between audit independence, financial reporting quality and audit committee characteristics. The chapter discusses the research design, population of the study, sample sixe and sampling techniques, sources and method of data collection, and techniques for data analysis.
3.2	RESEARCH DESIGN
	This study employs a survey research design, which involves collecting data through questionnaires and analyzing the data using statistical techniques. The survey research designs is chosen because it allow for the collection of primary dat from a large sample size, which is necessary for generalizing the findings to the population.
3.3	POPULATION OF STUDY
	The population of study consist of all listed First Bank plc in Nigeria. The population is chosen because listed First Bank plc are required to comply with strict regulatory requirements, including the provision of high independence financial statement.
3.4	SAMPLE SIZE AND SAMPLING TECHNIQUES
	The sample size for this study is 100 list First Bank Plc in Nigeria. The sampling technique used in stratified based on certain characteristics, such as bank, size and location. The strata are then randomly sampled to select the final sample.
3.5	SOURCES AND METHOD OF DATA COLLECTION
	The data for this study are collected for two sources; primary and secondary. The primary data are collected through questionnaires administered to audit committee members and auditors of the sample banks. The secondary data are collected from the annual reports and financial statements of the sampled banks.
3.6	INSTRUMENT FOR DATA COLLECTION
	This instrument for data collection is a questionnaire designed to collect data on audit independence, financial reporting quality and audit committee characteristics. The questionnaire is divided into four sections; audit independence, financial reporting quality, audit committee characteristics and demographic information.

3.7	TECHNIQUES FOR DATA ANALYSIS
	The data collected for this study are analyzed using descriptive statistics, inferential statistics and regression analysis. The descriptive statistics are used to summarize the demographic characteristics of the respondents and the audit committee members. The inferential statistics are used to test the hypotheses and answer the research question.
The retrogression analysis is sued to examine the relationship between audit independence, financial reporting quality and audit committee characteristics.


CHAPTER FOUR
ANALYSIS AND DISCUSION
4.1	INTRODUCTION
	This chapter presents the analysis and discussion of the data collected for the study. The chapter is organized into several section each focusing on a specific aspect of data analysis.
4.2	RESPONDENT: 
CHARACTERISTICS AND CLASSIFICATION
	This section presents the demographic characteristics of the respondents including their age, sex, educational level and years of experience. The respondents are also classified into different categories based on their job titles, departments and levels of experience.
4.3	PRESENTATION AND ANALYSIS OF DATA ACCORDING TO RESEARCH QUESTIONS OR HYPOTHESES
	This section presents the data analysis according to the research questions or hypothesis. The data are analyzed using descriptive statistics, inferential statistics and regression analysis.

4.3.1	RESEARCH QUESTION 1: 
WHAT IS THE RELATIONSHIP BETWEEN AUDIT INDEPENDENCE AND FINANCIAL REPORTING QUALITY IN LISTE FIRST BANK PLC?
	The data analysis shows a positive and significant relationship between audit independence and financial reporting quality. The results indicate that high independence audit are associated with high quality financial reporting.
4.3.2	RESEARCH QUESTION 2:
WHAT IS THE IMPACT OF AUDIT COMMITTEE CHARACTERISTICS ON AUDIT INDEPENDENCE IN LISTED FIRST BANK PLC IN NIGERIA?
	The data analysis show that audit committee characteristics such as independence, expertise and size, have a positive and significant impact on audit independence. The results indicate that audit committee with high levels of independence; expertise and size are associated with high independence audit.

4.3.3	RESEARCH QUESTION 2:
WHAT IS THE RELATIONSHIP BETWEEN AUDIT INDEPENDENCE AND EARNINGS MANAGEMENT IN LISTED FIRST BANK PLC IN NIGERIA?
	The data analysis shows a negative and significant relationship between audit independence and earnings management. The results indicate that high independence audits are associated with low levels of earning management.
4.4	ANALYSIS OF OTHER DATA
	This section presents the analysis of other data collected for this study including data on the respondents perceptions of audit independence, financial reporting quality, and audit committee characteristics.
4.5	TEST OF HYPOTHESES/ANSWERS TO RESEARCH QUESTIONS
	This section presents the results of the hypothesis testing and answers tot eh research questions. The results indicate that the hypothesis are supported and the research questions are answered.

4.6	SUMMARY OF FINDINGS
	This section presents a summary of the findings of the study. The findings indicate that audit independence is positively related to financial reporting quality and that audit committee characteristics have a positive impact on audit independence. The findings also indicate that audit quality is negatively related to earnings management.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	SUMMARY
	This study examined the impact of audit independence on the financial reporting quality of listed First Bank Plc in Nigeria. The research aimed to determine whether audit independence influence the quality of financial reporting in the Nigerian bank sector. The findings revealed that audit independence has a significant positive impact on financial reporting quality. 
The study found that;
· Independence audit committee enhance financial reporting quality by ensuring objective oversight and review of financial statement.
· Auditor rotation and audit firm rotation also contribute to better financial reporting quality by reducing the lists of familiarity and bias.
5.2	CONCLUSION
	The study concludes that audit independence is a critical factor in ensuring high-quality financial reporting in listed First Bank plc in Nigeria. The findings suggest that regulatory bodies, banks, and professional bodies should prioritize audit independence to promote transparency, accountability and investor confidence. The study’s results have implications for policy makers, regulators and practitioner seeking to improve financial reporting quality.
5.3	RECOMMENDATIONS
1.	Regulatory Bodies: Strengthen regulations to ensure audit independence, including
· Mandatory auditor rotation (e.g every 10 – 15 years
· Financial disclosure requirements for audit committee
2.	Banks: Establish independence audit committee and ensure auditor independence by;
· Appointing audit committee members with relevant expertise
· Rotation auditors and audit firm as required
3.	Professional Bodies: promote audit independence through ;
· Professional standards and guidelines
· Training and development programs for auditors


5.4	FRONTIERS FOR FURTHER RESEARCH
1.	Impact of audit independence on financial reporting quality in other sectors: explore the relationship between audit independence and financial importing quality in other industries, such as insurance or manufacturing.
2.	Roles of technology in enhancing audit independence: investigate the potential of technology (e.g artificial intelligence block chain) to enhance audit independence and financial reporting quality.
3.	Comparative Study of audit independence across countries: compare audit independence  regulations and practice across countries to identify best practices.
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