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Based on the information asymmetry theory (Scott, 2003:7-8), some parties to a business transaction
may have an information advantage over others. Thus the need arises for an independent person ﬁ.o.
report on the true and fair view of the transactions. But where c:m_z.mwmmm fail mmﬁ« the true and »‘qm_q
view of their transactions have been ascertained, criticisms may arise. _.:. the ’80s, the n_.omnmm_o.z
defined the concept of the “audit expectation gap” and mogm.ma public n::o_ma,o: that concept. ,:.:M
gap exists between the expectations of the capital qu_ﬂﬁ. investors S:w ao: t ao:_uﬂ.%m m:.mzo_w_
reports audited by Accountants, and the nature of the auditor’s task, which is concomitant with »_,_n,
responsibility delegated to them by set auditing standards and the law (Eden, Ovadia and Zuckerman
(2003:32). '
In more developed countries like the United States, Auditors have had to battle <<::. _m.mm_ suits a_ﬁmn
against them (Ali, Yusof, Mohamad and Lee, 2007:3). It is assumed that the m:E_n in mm:mqw_ m: 3
stakeholders of companies have a belief about the Auditor’s vo.%o:a_m:oo. This is Em.::mmm on ﬁwm,_. ]
expectation that auditors will be able to safeguard their financial interest. In contrast, this mxuooﬁm:.,oma., 2
is hardly resolved and the audit expectation gap emanates from these unresolved expectations ir.m—wﬁ

influence the confidence of financial statement users negatively Awwwm and Baruah, 2008:1). In thi e
light, the expectations gap has been defined by Ojo (2006:2) as the difference cwgmm: <<.:R users oﬁ.ﬂ
financial statements, the general public perceive an audit to be and what the audit profession n_m::\

expected of them in conducting an audit. _

This gap is related to issues such as responsibilities, independence, third party liability om.:gn audit
reliance on the audit report by users, meaning of the audit report as _un:“m:wma by users. f: and Q.w
(2004:93) identified the audit expectation gap to be a crucial issue associated eSE the 5&%3%
auditing function and have significant implications on the am<n_ovém=~ of maooc_.:_s,m &m:am&.m and :
practices. A major cause of this gap is that users have high expectations of the auditor’s _.mmvozm_c__:_«. =
in relation to fraud (Best, Buckby and Tan, 2001:2). Consequently, when a company faces problems

shareholders and potential investors expect from them (Archibong, 1996:15). Oo:wcoB:“WnM.
Asein (1999:12) affirmed that the lack of understanding of ﬂ.:n statutory roles of the E___ it
corporate governance (often referred to as the expectation mmE._m the reason why vnﬂoﬁzwﬂw e
arrest and prosecution of auditors. In addition, Lee and .): (2008:5) wo::a,ma t wv m:wﬂ&.
perception of the present role of auditors qmam:._m. at the ,:.ma_:o:m_ conformance’ stage bec :
public’s refusal to recognize the shift in the auditing paradigm.

In recent times, regulators have come to accept the need for Eomnmm.mosm_ audit mmsom m:m_mo._.m ha
investors with an assurance that the information in the financial statements is :ow eﬂ“mar‘
inaccurate, and follows established accounting conventions AOmaw,P:_ ooﬁowwcvwwﬁmﬂhzow e
1 i d fair view of the state o
hat the financial statements show a :.,._m an )
o:w“_m«mwh Archibong (1996:16) argued that auditors have prevented countless disasters but Eomm
one in secret
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Interestingly, it has been argued by law and the accounting profession that management
prevented from acting in their self-interest. To ensure the credibility of financial reports th
for external verification (Adams and Evans, 2004:98). In other words, external verific
rationale for regulating accounting information. Self-interest is a characteristic of i
asymmetry where insiders of a company may have more information than outsiders. Howe
where regulators play their role by ensuring that adequate information is disclosed. Deegan
opined that a reason for Smc_mzo:owmsmzomm_ mooocszsmvﬂmnaonmmﬁrm:gmwﬁoqm:mma

from fraudulent organizations that may produce misleading information, which due to in
asymmetries, cannot be known to be fraudulent when used.

The role of audit in this era is to refocus on public interest, redefine the audit relationship, ¢

integrity of financial reports, separate non-audit functions and other advisory services. A
methods need to be focused on risk attention, fraud awareness, objectivity and indej
increased attention to the needs of financial statement users (Lee and Ali, 2008:23). Since thy
purpose of external audit is not to detect fraud, investigating fraud requires the combined s
well-trained auditor and a criminal investigator. Fraud auditing is a relatively new discig
emerged from the criminal and regulatory statutes involving business, financial crimes rang
embezzlement, investment fraud, giving and accepting bribe and computer fraud to mentic
Auditing for fraud and statutory audit are parallel in nature. The former is a means of id
irregularities in accounting practices, procedures and controls. However, the latter is a n
which Auditors uncover material deviations and variances from standards of acceptable aci
and auditing practice. Auditing for fraud involves looking beyond the transaction figures ever
a statutory auditor is likely to become suspicious of an attempt made to disguise or coy
transaction (Bologna and Lindquist, 1995:27-33).
Eden, Ovadia and Zuckerman (2003:2) noted that the criticism faced by the audit profess
never as poor as it is today because all efforts by the profession in the last two decades to imp
image have failed. Perhaps, an understanding of the nature of the expectation gap between |
audited financial statements and auditors will improve the quality of services provided
accounting profession. However, the regulators need to stand firm on the rules and ensure th:
breached, the offenders are brought to book. The Cadbury scandal threw a limelight on th
profession in Nigeria. The Administrative Proceedings Committee (APC) found that =N=
billion was the accumulated overstatement for the years 2002 to September 2006 when A
Williams Deloitte (AWD) audited the published accounts for those years and carried out an -
audit for the period ended September 30, 2006. Though the auditors were made to pay a
twenty (20) million naira within twenty one (21) days for failure to handle the accounts

company with high level of professional diligence, no other sanction was placed on them (Sec
and Exchange Commission, 2008:22).

Auditors can be independent when they are not in positions that will likely make them compr
Shaub (2004:180) suggested some options available to auditors where they are tempted to |
interdependent on the client. They are audit rotation, a willingness to confront clients, assignm
auditors with greater skepticism to clients where deep interdependence is a potential prg

becoming less dependent on the client when conducting an audit and adopting a stricter review |
auditor-client dependence/interdependence during planning. Auditor rotation either from firm tc
or within the firm at manager and partner levels will I i i i

goals. Auditors may need to be willing to stand up to clients thereby exp

ooB:_:BmzzoEmB.Ioin<or they may not be able to do so when they a
clients.

eriencing less emo
re too dependent on

. "
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It is necessary for auditors to get adequate information from their clients to reduce information
asymmetry. Information asymmetry occurs when management do not want to disclose some

Table 2 Auditor’s Responsibility for Expressing an Independent O

: 3 inion on the Fi |
Based on their Audit g - oS

categories of information to the auditors or owners of a company. Shaub (2004:180) suggested that an : Occupation

auditor may adopt surprise auditing. This affords the auditor to tap into client information to perform Response Bankers | Auditors Investors Accountants 1
analytical procedures at any time during the year without the client’s prior approval provides auditors Strongly Disagree - - - 2 X
with a practical independence. On the other hand, there could be a second partner review that ensures Disagree 1 0 0 1 5
the independence of the first partner. This partner adopts skepticism which is more of a critical Agree 14 2 18 6 4
approach to auditing. This partner is likely to be more independent since his or her success is not tied Strongly Agree 36 73 77 40 >
to the first auditor (Shaub, 2004:181). Total 51 75 95 47 3

3.0 Methodology 1

The data used in this study were mainly primary retrieved by means of a questionnaire which was
administered to four hundred respondents made up of a hundred (100) each of auditors, accountants,
investors and bankers in Lagos and Ogun State in Nigeria. The questionnaire will be divided into five
sections (A, B, C, D and E). In section A the respondents were required to fill in general information.
From section B to E, respondents will be required to choose from a likert scale of 4 to 1. In section B
to E, respondents will be required to respond to statements based on this four (4) point likert scale it
These statements are made up of claims with respect to responsibility, reliability, nature and meanin,
of audit report messages and independence factor. Reliability of the instrument was carried out to

Source: Administered Questionnaire (2009)

The second hypothesis revealed that at degree of freedom between, within and within to
3, 264 and 267 respectively and 0.01 level of significance, the F value is 5.213. Cons
accept the alternative hypothesis and conclude that there was a statistically significant
the p=0.002 level that an unqualified audit report can be relied upon to make investment «
the four groups. Scheffe’s post-hoc test revealed that the mean score for bankers and
significant at 0.01 level. The table is given below.

Table 3 An Unqualified Audit Report can be relied Upon to Make Investment Decisions

ensure the number of items encoded using Statistical Package for Social Sciences are correci Occupation

According to Pallant (2003:87) the responsibility, reliability, nature and meaning of audit repos Response Bankers Auditors Investors Accountants To
messages and independence scale has good internal consistency, with a Cronbach alpha coeffici t Strongly Disagree | 9 6 6 3 29
reported of more than 0.7. In this study the Cronbach alpha coefficient was 0.818. This value is aboy 3 Disagree 15 11 12 10 48
0.7, so the scale is considered reliable with our sample. A pilot study was conducted by serving th Abréa 17 41 24 20 Y
questionnaires to five (5) each of accountants in practice and investors. On two different occasio Strongly Agree 10 17 33 9 mo.
questionnaires were administered to these persons. The scores of the respondents on the two occasion Total 31 75 95 47 268
were compared and found in agreement. The data was analyzed using one-way Analysis of Varianc

The null hypothesis will be accepted if the level of significance calculated by SPSS is higher than t
assumed level of significance (0.01). On the other hand the null hypothesis will be rejected if the _o<“
of significance calculated by SPSS is lower than the assumed level of significance.

4.0 FINDINGS
There were a total of two hundred and sixty eight (268) respondents who responded to the surve
giving a response rate of 67%. The demographic details are shown in Table 1 below:

Source: Administered Questionnaire (2009)

After testing the third hypothesis, it was found that at degree of freedom between, within
total groups of 3, 264 and 267 respectively and 0.01 level of significance, the F valu
ﬂozmmn:m::w, we accept the alternative hypothesis and conclude that there was a !
significant difference at the p=0.000 level that an unqualified audit report means that th
statement is free from fraud for the four groups. Scheffe’s post-hoc test revealed that the

Oocipitidi/RESgONEs Ratd for auditors and investors is significant at 0.01 level. The results are given in table 4 is giver
Wm:an ot Auditors | RR | Investoril) RR Accountants | RR Total Mmc_m 4 Hypothesis 3- An Unqualified Audit Report means that the Financial Statement is F
rau
Occupation
) 0 D 4 47% | 268 -
M_ 7 am _ \o Nma : £ s ommooo e . * | Response . Bankers | Auditors Investors Accountants Tota
ource: A B_:_mﬁqn Questionnaire ( ) Strongly Disagree 7 18 10 12 47
) Disagree 20 29
The four hypotheses were tested using one-way ANOVA. ey [ A = = mw 18 90 ]
There was a statistically significant difference at the p<0.01 level in responsibility for preparat Sinihaie-d . ; w 9 74
financial statement score for the four groups [F (3,264)=21.491, p=0.000]. Scheffe’s post-hoc | Total = - 28 8 57
revealed that the mean score for bankers and auditors, auditors and investors, accountants and ba 95 47 268

is significant at the 0.01 level (see table 2 below).

Source: Administered Questionnaire (2009)

In testing hypothesis 4, at degree of freedom between, within an

g d withi
267 respectively and 0.01 level of signifi e mansof 3

cance, the F value is 6.378. Consequently, we a
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alternative hypothesis and conclude that there was a statistically significant difference at the p=0.00
level that an unqualified audit report means that the financial statements show a true and fair view
the state of affairs of a company for the four groups. Scheffe’s post-hoc test revealed that the mea;
score for auditors and investors is significant at 0.01 level. The results are given in table 5 below.

Table 5 - When an Auditor engages in Provision of Audit and Non-audit Services at the same tim
Objectivity may be Impaired

Occupation
Response Bankers Auditors Investors Accountants Total
Strongly Disagree | 2 0 1 1 4
Disagree 4 2 14 9 29
Agree 31 31 50 21 133
Strongly Agree 14 42 30 16 102
Total 51 75 95 47 268

Source: Administered Questionnaire (2009)

Decision: The supporting hypothetical test for this table is given in table 4.3.4.2. At degree of fre,
between, within and within total groups of 3, 264 and 267 respectively and 0.01 level of signific
the F value is 6.378. Consequently, we accept the alternative hypothesis and conclude that there
statistically significant difference at the p=0.000 level that an unqualified audit report means that
financial statements show a true and fair view of the state of affairs of a company for the four g

Scheffe’s post-hoc test revealed that the mean score for auditors and investors is significant at
level.

From the findings above it can be inferred that users of financial statements should be educated o
responsibilities of Auditors and the nature of audit services. Users of financial statements are
encouraged to seek professional advice before investing in a company. This will enable them inte
the audit report properly. In addition, there should be regulatory limits for audit firms who p
both audit and non-audit services to the same client.

5.0 CONCLUSION
This research illustrates that even though Auditors are responsible for maintaining public confi
in a company; there are certain expectations that the society has about the audit function th
unreasonable. These contribute to an audit expectation gap. The results of this study demonst
substantial knowledge of auditing by the other three groups of respondents with respect to
detection/prevention by auditors, verifying every transaction and liability for business failure.
respondents were of the opinion that the auditor should take on additional responsib!
communicating and evaluating the going concern status of a company. However, this study fo!
there is an audit expectation gap with respect to the statutory audit objective, nature and me
audit report messages, reliability and independence factors. ,. —
The different perceptions among the user respondents and auditors could be attributed 1O
inadequate education of users of the auditor’s responsibilities. However, the call
responsibilities by users may be a means to deviate from the traditional audit objective and

risk based auditing. The presence of an ‘expectation gap’ in auditing means that perhaps,
forward by other researchers, more standards should be made to enhance the vnqmo_d.m.snn o
Also, some previous researchers have concluded that it is expedient for the audit profess
respond to public criticism by improving the quality of work done by mc.mzoqm. The anal
audit expectation gap in this study will help the accounting profession to bridge the gap. .

3 1
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