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Abstract 

 

Information on earnings is an important earnings quality metric in financial reporting. Poor disclosure of such 

information could lead to poor information asymmetry, which often triggers negative reactions from the market 

and stakeholders. Therefore, this study investigates the relationship between audit committee attributes and 

earnings quality among listed financial services firms in Nigeria. The study conducts robust regression analysis 

with 11-year panel data for 41 listed firms. Our findings reveal the effect of audit committee attributes on 

earnings quality. In specific terms, the findings of the study reveal that audit committee independence, audit 

committee accounting expertise, the expertise of women on the audit committee, and the audit committee 

meetings improve earnings quality. The findings of the study confirm the code of corporate governance in 

Nigeria and agency theory postulations. The study makes some appreciable contributions to the literature by 

examining gender diversity beyond women’s inclusion on the committee to include expertise, examining audit 

committee independence from the point of view of the representatives of the shareholders, and earnings quality 

from a long-term sustainable point of view. 

 

Keywords: Audit committee independence; audit committee size; earnings predictability; earnings 

smoothen; shareholders’ representatives. 
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Earnings information is an important yardstick in earnings quality as non-disclosure of such information could 

lead to a low information asymmetry, which may trigger a negative market reaction. Thus, earnings quality 

serves as an important parameter in the performance and valuation of firms. Therefore, for a firm to have 

improved financial performance and valuation, the earnings must be predictable, and unsmoothed. Therefore, 

earnings predictability and smoothening are two important measures of earnings quality that attract investors to a 

firm. 

 

The above importance of earnings quality notwithstanding, the present situation in the Nigerian financial 

services sector shows abysmal earnings performance as contained in the investigative report of the Central Bank 

of Nigeria’s (CBN) report of 2021 and routine reports of 2015 and 2016, which show poor earnings in Diamond 

Bank, Skye Bank, and First Bank respectively. The Central Bank report of 2021 on First Bank indicates poor 

earnings quality, which is linked to poor oversight function of the audit committee, and corporate governance 

infraction, which suggests poor board independence; which led to regulatory intervention and removal of the 

board in 2021. Notwithstanding the above measure by the regulator, the problem remains unabated suggesting 

that such a measure may not be appropriate.  

 

In addressing the above problem, past studies e.g. Oladejo et al. (2021); and Oyebamiji (2020) examine 

board attributes such as board size, board meetings, CEO duality, and board gender leaving behind the audit 

committee which has the oversight function in dealing with issues that could promote earnings quality. A few 

other studies such as Ayinla et al. (2022); Nassir Zadeh et al. (2023); and Onyabe et al. (2018) that dealt with the 

audit committee attributes did not examine the role of shareholders’ representatives viz-a-viz the independence of 

the committee. The literature is awash with studies that examined the independence of the committee viz-a-viz 

directors appointed in the non-executive capacity as against shareholders’ representatives. The Nigerian corporate 

governance model allows shareholders to nominate three financially literate shareholders to represent their 

interests on the committee. This is one major gap this study bridges. In addition, other studies deal with earnings 

quality from the perspective of accrual quality, but we address this gap by investigating earnings quality from the 

perspective of long-term sustainable earnings such as earnings predictability and earnings smoothening.  

 

 

LITERATURE REVIEW  

 

Conceptual Review 

The conceptual review of the literature explains the basic concept and definition of each variable of interest in 

this study. Within the context of this study, the variables of interest are earnings quality, and audit committee 

attributes e.g. size of the committee, the independence of the committee, the committee meetings, the accounting 

expertise of the committee, and the gender diversity of the committee. 

  

Earnings Quality 

Earnings quality measures the reliability or otherwise of how firms’ earnings predict current and future 

performance. High-quality earnings suggest that earnings are free from the unscrupulous tendencies of managers, 

which serves as a good predictor of future performance (Olaniyi et al., 2020). Earnings figures according to 

Dachomo and Bala (2020) are gauged to be of good quality when they are predictable and unsmoothed. 

Audit Committee Attributes 
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Audit committee attributes are important attributes of a corporate governance structure that are of importance to 

the effectiveness of the committee. The attributes are germane to the effectiveness of the committee in dealing 

with high-quality earnings according to Galal et al. (2022); Misbahu and Shittu (2022). These attributes include 

people on the committee which explains the size, shareholders’ representatives which explains the independence 

and the extent the committee is free of interference from the management (Obeitoh, et al. 2023), the frequency of 

meetings which explains the meeting, gender, and expertise according to Eseoghene and Oghenevwogaga (2021): 

and Simionescu et al. (2021).  

 

Empirical Review 

Audit Committee Size (ACS) and Earnings Quality 

The perception in the literature is that an audit committee with a size that is less than three members is most 

likely to fail in its oversight functions, the Nigerian Corporate Governance Code (2018), however, prescribes an 

audit committee size of five as against the previous six with two from the board and three from the shareholders. 

According to the study of Galal et al. (2022), an effective committee ranges from three to six members. Empirical 

evidence by Galal et al. (2022) suggests that the size of a committee improves the quality of earnings through a 

drop in unscrupulous earnings. Furthermore, Ali (2024); Allam (2020); Farzaneh et al. (2023): and Kaoje et al. 

(2023) provide empirical evidence that ACS promotes the quality of earnings. The findings from the above 

studies are similar to the study of Cheung and Adelopo (2022) within the Asian context. Empirical findings from 

Ngo and Le (2021) indicate that the ACS is inversely connected to discretionary accruals indicating that the ACS 

enhances the quality of earnings. In the same vein, findings by Amin et al. (2018) show that ACS enhances the 

quality of earnings.  

 

In contrast, Bawuah (2024); Ghafran et al. (2022); and Masmoudi (2021) provide evidence that supports 

the fact that the ACS has no connection with earnings quality. The finding of Berkman and Zuta (2017) suggests 

that the larger the ACS, the more likelihood of negative events such as opportunistic behavior and excessive 

earnings management, because of potential conflict of interest which tends to characterize a large audit 

committee. The findings of these studies tilt toward agency theory postulations. Given the review of the 

literature, the study hypothesizes as follows: 

H1: The size of the audit committee has no significant relationship with the quality of earnings.     

 

Audit Committee Independence (ACI) and Earnings Quality 

According to Dakhlallh et al. (2021), the audit committee must be independent for the committee to be effective 

in its oversight functions and responsibilities. The implication is that members who are independent help to 

mediate conflicting opinions (if any) between the auditors and management in financial reporting functions. 

Findings on the importance of the ACI in preventing opportunistic tendencies of managers vary. For example, 

findings by Suprianto et al. (2017) present empirical facts to show that the ACI plays a significant role in 

preventing earnings from being unscrupulously managed thereby promoting earnings quality. In addition, the 

findings by Kapoor and Goel (2021) suggest that independence influences quality earnings. The study by 

Abubakar et al. (2021) presents an empirical view to show that the ACI mitigates the manager’s opportunistic 

behavior which leads to better accrual quality and higher earnings quality. Allam (2020) reveals that the more 

independent members are appointed to the committee, the more likelihood that such a firm will have high-quality 

earnings. Thus, Allam (2020) provides statistical facts to show that the ACI promotes the quality of earnings. 

The investigation by Amin et al. (2018) presents an empirical fact that suggests that the ACI enhances the 
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quality of earnings. This suggests that the ACI has a great impact on the committee’s oversight functions. 

Similarly, Masmoudi (2021) explains that the ACI prevents unscrupulous earnings smoothening thereby 

promoting earnings quality. Therefore, the finding suggests that an independent audit committee will have the 

required independence of mind and the required financial expertise to discharge its responsibility adequately 

without any form of interference from the management or the board. The finding further suggests that audit 

quality moderates such a relationship. In addition, Nelwan and Tansuria (2019) provide evidence to show that 

independence significantly promotes the quality of earnings. Al-Rassas and Kamardin (2015) reveal that internal 

control functions are significantly related to a higher quality of earnings. Allam (2020); Kapkiyai et al. (2020); 

and Mansor et al. (2013) report that independence promotes earnings quality with low discretionary accruals and 

high accrual quality. In a related finding, Akinola et al. (2020) reveal that independent members promote 

earnings quality. In a distinct but related study, a finding by Ibrahim et al. (2020) reveals that audit committee 

independence enhances earnings quality as independence allows the committee the opportunity to discharge its 

responsibility without any form of fear or intimidation from the management.  

 

On the contrary, Istianingsih (2021) suggests that the ACI does not enhance the quality of earnings. 

Findings from Kamarudin et al. (2012) show dual but conflicting results. The outcomes from the investigation 

show that members of the committee who are independent promote connection with the quality of earnings 

amongst the firms where CEOs do not act as chairpersons of the board. On the other hand, audit committee 

independence has no significant relationship with earnings quality where CEOs double as board chairpersons. 

This suggests a weak connection between the independence of the board audit committee and earning quality 

where the CEO doubles as the chairman of the board. Further statistical analyses confirmed this assertion as 

moderation was carried out between ACI and earning quality with CEO duality as a moderating variable. The 

result further weakens the relationship, which suggests that CEO duality impairs audit committee independence.  

 

In a bid to promote the independence of the committee, the Company Act prescribes the engagement of 

shareholders’ representatives to represent and protect the shareholders’ interests. The literature is awash with 

studies where independence is measured as a function of non-executive directors but there are no studies where 

independence is measured as a function of shareholders’ representatives. This is a gap this study addresses by 

examining audit committee independence from the point of shareholders’ representatives as this study believes 

that the independence of the shareholders’ representatives is guaranteed more than the non-executive directors, 

this study put forward a noble concept of shareholders’ representatives as a proxy of ACI hence the hypotheses 

below.  

 

H2a: Audit committee independence measured by non-executive directors has no significant connection with 

earnings quality. 

H2b: Audit committee independence measured by shareholders’ representatives has no significant connection 

with the quality of earnings. 

 

Audit Committee Accounting Expertise (ACAE) and Earnings Quality 

The results of Nassir Zadeh et al. (2023): and Siagian and Siregar (2018) provide empirical proof that the audit 

committee expertise is associated with accruals-induced income. This suggests that audit committee expertise 

reduces management opportunistic tendencies. The competence of the committee provides the committee with 

the knowledge to identify and address the unscrupulous behavior of managers. Similarly, Namakavarani et al. 

(2021) reveal a connection between the ACAE and the quality of earnings. This implication is that the presence 
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of an expert is likely to increase disclosure in financial reports. Thus, such presence leads to more effective 

monitoring.  

 

 The finding of Kharashgah et al. (2019) reveals that the ACAE reduces unscrupulous earnings behavior 

which implies that the presence of experts on the committee mitigates earnings management and in the process 

promotes earning quality. Empirical findings from previous studies e.g. Marques and Pais (2018): Tifanny and 

Wijaya (2021) substantially demonstrated a negative relationship between audit committee expertise and earnings 

management. This implies that the expertise of the audit committee decreases earnings management, which 

promotes earnings quality. This presupposes that a knowledgeable committee can easily spot the opportunistic 

attitude of management and put measures in place to address it. An audit committee is responsible for reviewing 

financial reports while putting measures in place to curtail aggressive earning management, which improves 

earnings quality. The audit committee’s expertise is an important characteristic in dealing with the opportunistic 

attitude of managers which promotes high-quality earnings. Thus, findings according to Weber (2020) suggest an 

association between the financial competence of the audit committee and earnings quality. Analysis of findings 

by Mardessi and Fourati (2020) posits that the financial competence of the audit committee reduces the 

opportunistic intents and behavior of managers which improves the earnings quality as knowledge plays a vital 

role in mitigating opportunistic behavior. 

 

Empirical findings from Ghana from the study of Agyei-Mensah and Yeboah (2019) suggest that the 

financial competence of the audit committee mitigates discretionary accrual as their knowledge reduces the 

opportunistic influence of managers. This implies that the presence of a financial expert on the committee 

influences earnings quality. A study according to Sae-lim and Jermsittiparsert (2019) shows that the financial 

expertise of the audit committee significantly curtails earnings management, which increases the quality of 

earnings through a reduction in accrual-induced income and lower discretionary accruals. In a similar vein, 

findings by Juhmani (2017) imply that the financial competence of the audit committee reduces discretionary 

accruals promotes better earnings quality, and mitigates opportunistic behavior of managers. In addition, a 

finding by Salehi et al. (2021) explains that an audit committee with a high level of experts in accounting, 

finance, and business avails the committee the adequate knowledge that mitigates financial restatement and 

enhances earnings, and overall financial reports. The outcome is also similar to the revelation of Onyabe et al. 

(2018) which indicates a negative connection. This explains why the experts on the audit committee mitigate 

discretionary accrual, thus, promoting earnings quality.  

 

On the contrary, the finding by Zgarni and Fedhila (2019) reveals financial competence does not 

necessarily enhance earnings quality among the banks in Tunisia. In a similar vein, a finding by Aulia (2021) 

suggests that financial competence diminishes the quality of earnings. The implication is that financial 

competence does not affect earnings quality. This is similar to the findings of Susanto and Pradipta (2016). 

Findings by Tifanny and Wijaya (2021) suggest that accounting intelligence reduces high-quality earnings. 

Findings by Handayani and Ibrani (2020) also suggest that the financial intelligence and dexterity of the 

committee reduce the quality of the expected earnings. 

 

The Company Act in Nigeria prescribes the appointment of financially literate individuals to the 

committee. Thus, financial dexterity and literacy form the basis of the appointment to the audit committee either 

from the board or the shareholders. Therefore, the Act opens up the appointment of individuals with financial 

knowledge to the audit committee, thus it is imperative to examine the involvement of accounting experts on the 
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audit committee in dealing with issues on earnings quality. This is another form of contribution to the literature, 

thus, this preposition below; 

H3: Audit committee accounting expertise has a significant relationship with earnings quality. 

 

Audit Committee Meeting (ACM) and Earnings Quality 

An audit committee that is effective in its oversight functions is a committee that meets regularly as meetings 

assist in addressing issues that could have impaired the quality of earnings and other allied matters. Therefore, a 

committee meeting is germane to the effectiveness of the committee. Abu et al. (2015) posit that an effective 

board audit committee does not just deal with issues that could impair earnings quality but also deal with issues 

that could impair the process of financial reporting.  

 

The studies of Agwor and Osinachi (2023); Bawuah (2024); Surbakti et al. (2017); and Vafeas and Vlittis 

(2023) avail empirical evidence that audit committee meeting enhances earnings quality. From the above studies, 

there is a general notion in the literature that suggests at least a minimum of four meetings a year excluding 

emergency meetings, this is a notion entrenched in the Nigerian Corporate Governance Code. On the other hand, 

the studies of Hamdan (2020): and Usman et al. (2022) reveal that committee meetings do not enhance earnings 

quality.  

 

The study of Balagobei and Keerthana (2022) provides evidence that suggests that the audit committee 

meeting diminishes the earnings quality. This finding confirms the notion in the literature that audit committee 

meetings are convened in reaction to crisis rather than being foresighted in forestalling issues which implies that 

the audit committee meetings are reactive and not proactive. Having reviewed the literature, we  hypothesize as 

follows: 

 

H3: The meetings of the audit committee have no significant association with the quality of earnings. 

 

Audit Committee Gender Diversity (ACGD) and Earnings Quality 

The investigation by Gull et al. (2018) suggests that gender diversity improves earnings quality, Our study 

suggests that certain specific attributes of a female director such as financial expertise may be responsible for this 

finding a suggestion our study investigates. The findings of the study of Arun et al. (2015) reveal that firms with 

large female directors are more likely to be conservative, rules-conscious, and standard-compliant, thus, women 

are inclined toward practices that improve earnings quality. The study of Lakhal et al. (2015) in line with critical 

mass theory reveals that the presence of at least three women on the committee gives women a voice in their 

monitoring and supervision roles, thus eliminating earnings management behavior which enhances the quality of 

earnings. The findings of the above are corroborated by the study of Olowookere et al. (2021) which implies that 

the inclusion of women on the audit committee improves earnings quality within the consumer goods industry in 

Nigeria.    

 

The facts from past studies e.g. Zalata et al. (2021): and Attia et al. (2024) suggest the ACGD improves a 

firm’s quality of earnings. It remains a misery as to why results from studies on women and earnings quality 

show that women promote earnings quality. This study believes that mere gender inclusion may not be 

responsible for this result. Thus, this study believes that the professional expertise of a female director may be 

responsible for this. To this end, this study in addition to examining gender inclusion also examines the expertise 

of women an area that is abysmally unstudied in the literature. This is another major contribution of this paper to 
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the literature. Given the above, this study examines the gender diversity and expertise of women. Thus these 

hypotheses:  

H5a: Audit committee gender diversity has a significant relationship with earnings quality. 

H5b: The financial expertise of women on the committee has a significant relationship with earnings quality. 

 

Theory 

The modern business concept requires the separation of ownership from control as owners, usually referred to as 

principals are different from managers usually called agents. The owners (principals) employ the services of the 

managers (agents) to oversee the firm on their behalf. Separations of ownership from control however create 

room for information asymmetry as agents trade with information to their advantage and to the disadvantage of 

the owner in what appears to be a self-seeking opportunistic behavior. To deal with this problem, agency theory 

proposes the need for monitoring and supervision mechanisms hence the need for an audit committee. This 

explains why agency theory underpins this study. 

 

Strict monitoring and supervision of the agents (the managers) by the audit committee are important tools 

to eliminate opportunistic tendencies of the agents (the managers) according to Leuz, Nanda, and Wysocki 

(2006). The audit committee is an important resource that reduces agency costs, thus reducing agency conflict 

that arises because of the divergence of goals between the principals (the owners) and the agents (the managers). 

This suggests that agency theory bridges the gap between the principals and agents according to Dallas (1996).   

 

 

METHODOLOGY  

 

Research Design   

Our study adopts a research design that is correlational, we sourced data from 41 firms in the financial services 

sector of listed firms on the Nigerian Exchange Group (NGX). The sectors consist of 50 firms; however, we 

removed 9 firms because of incomplete data leaving us with 41 firms as the size of our sample cutting across all 

the industries in the financial sector for 11 years from 2012 to 2022, with 410 firm-year observations. The data 

were extracted from the annual reports of the selected firms. 

 

Variables Measurement and Description 

We measure the quality of earnings as a proxy of earnings predictability and smoothen. The study measures 

earnings predictability as the square root of error variance from the equation model as stated below according to 

the studies of Pagalung and Sudibdyo (2012): Sloan (1996); and Francis et al. (2004).  
 

  
 

On the other hand, the study measures the earnings smoothness of a firm as the standard deviation of net income 

before extraordinary items divided by the aggregate assets of the firm, to the standard deviation of the cash flows 

from operations scaled down by the aggregate assets of the firm as contained in Table 1. 

 

 

 

Table 1: Variables Measurement Table 
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The Variables Types The Measurement of Variables 
Earnings Quality  Dependent The study measures earnings quality through a long-term 

dimension of earnings quality of earnings predictability and 
smoothness according to Pagalung and Sudibdyo (2012): 
Sloan (1996); and Francis et al. (2004).  

Audit Committee Size (ACS) Independent  The study measures the audit committee size as the number 
of several members of the committee in line with the studies 
of Garad et al. (2021); and Obeitoh et al. (2023). 

Audit Committee 
Independence 
(ACI)  

Independent  Audit committee independence is measured in two ways in 
line with our argument in the literature. The first was proxied 
as non-executive directors and the second as a measure of 
shareholders representatives according to Adegboye et al. 
(2020); Anasweh (2021); and Fariha et al. (2022).   

Audit Committee Meeting 
(ACM) 

 Our study measures meetings by the frequency of meetings 
held per year according to Obeitoh et al. (2023); and Yakob 
and Hasan (2021). 

Audit Committee Accounting 
Expertise (ACAE) 

Independent We measure ACAE as the number of accounting/finance 
experts on the committee according to Obeitoh et al. (2023)  

Audit Committee Gender 
(ACG) 

Independent The study examines beyond the women’s inclusion therefore, 
we proxied ACG as the aggregate of female gender on the 
committee and their financial dexterity.  

Leverage  Control Measures as the aggregate debt of a company divided by the 
firm’s aggregate assets (Mark & Daniel, 2021; Obeitoh, 
Yunusa, et al., 2023). 

Size Control  Measures as total assets (Obeitoh et al., 2023) 
Age Control Measures as the aggregate of years from the year of listing to 

date (Obeitoh et al., 2023; Yilun, 2020). 

 

Regression Model Specification 

We develop regression models as shown below which explain attributes of the independent variable and various 

measures of dependent variables.  

EPR= α1+β1ACS+ β2ACI+ β3ACM+ β4ACAE+ β5ACG +Lev + Size+ Age+ e…equation 1 

ES= α1+β1ACS+ β2ACI+ β3ACM+ β4ACAE+ β5ACG +Lev + Size+ Age+ e…..equation 2 

 

 

RESULTS AND DISCUSSION 

 

Descriptive Statistics 

Table 2 is the outcome of the descriptive analysis, which shows an average of mean, deviation, lowest, and 

highest values. The lowest value of earnings predictability is 0.00000465 and the highest value of 0.2950496 this 

suggests that earnings in this sector are highly predictable as small values indicate high earnings predictability. 

On the other hand, the maximum value for earnings smoothen of 6.476839 suggests that earnings in the financial 

services sector in Nigeria are smoothened suggesting poor earnings quality. The lowest value of the committee 

size is 4 while the highest value is 7 with an average mean value of 5.5 which suggests a moderate size but tills 

towards being large given the highest number of 7.  

 

The ACI proxied by non-executive directors shows the lowest number of 1 and the highest number of 4 

non-executive directors on the audit while ACI measured by shareholders’ representatives shows a lowest 

number of 2 and a highest number of 3. This shows adequate representation between the board and the 
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shareholders. The audit committee meeting ranges between 3 to 5 meetings a year with a mean value of 3.9945, 

which implies an average of one meeting per quarter. The ACAE shows the lowest number of 1 accountant and 

the highest number of 6 with a mean value of 3.250 which implies that 50% of audit committee members are not 

just financially literate but accountants with the required expertise in dealing with issues that could impair 

earnings quality.  

 

Gender representation on the committee indicates zero as the lowest value and 4 as the highest value, 

some financial services firms maintain zero women representation for cultural and religious reasons. This equally 

affects the value of the female gender with financial expertise with zero as the lowest value and 3 women 

accountants as the highest value.   
 

Table 2: Descriptive Table 

Variables Obs Mean SD Min Max 
EPR 451 0.0228427 0.0420445 -0.00000465 0.2950496 
ES 451 0.6788831 1.036354 0.0003718 6.476839 

ACS 451 5.514412 0.5975065 4 7 
ACIN 451 2.574279 0.5582943 1 4 

ACISH 451 2.946785 0.2247114 2 3 
ACM 451 3.995565 0.4807197 3 5 
ACAE 451 3.250554 0.6049561 1 6 
ACG 451 1.809313 0.785424 0 4 

ACGFE 451 1.159645 0.7401284 0 3 
LEV 451 0.5702049 0.8400184 -1.547496 8.663083 
SIZE 451 10.74584 0.9878488 8.648307 13.09813 
AGE  451 17.4235 11.52698 1 52 

 

Correlation and Multicollinearity Tests 

From the correlation matrix, there exists relationships within the variables but the relationships are not strong 

enough to suggest the presence of multicollinearity. This result notwithstanding, we went a step further to 

conduct a multicollinearity test through VIF and the result confirms the above as none of the VIF figures is above 

the threshold of 10 as depicted in Table 4.  

 

This suggests an absence of multicollinearity. A further diagnostic test suggests the presence of 

heteroskadacity, to address this challenge, the study adopts a robust regression estimator.  

 

Table 3: Correlation Matrix 

 EPR ES ACS ACIN  ACISH ACM ACAE ACG ACGFE LEV SIZE AGE 

EPR 1.000            
ES 0.070 1.000           

ACS 0.005 -
0.093 

1.0000          

ACIN 0.015 -
0.065 

0.884 1.000         

ACISH 0.058 -
0.022 

-0.077 -
0.127 

1.000        

ACM 0.060 -
0.007 

-0.077 -
0.089 

-0.043 1.000       
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ACAE 0.048 -
0.042 

0.318 0.307 -0.016 -0.10 1.000      

ACG 0.009 0.108 0.043 0.062 -0.007 0.021 0.049 1.000     
ACGFE -

0.000 
0.126 0.085 0.111 0.015 0.089 0.054 0.706 1.0000    

LEV 0..030 0.069 -0.057 -
0.071 

0.062 0.040 0.047 0.038 0.0354 1.000   

SIZE 0.283 -
0.277 

0.171 0.165 -0.030 0.036 0.045 -0.14 -0.1206 -0.33 1.000  

AGE 0.064 -
0.098 

-0.009 -
0.031 

0.002 0.049 -
0.071 

0.019 0.0850 0.093 0.381 1.000 

                                                                       
Table 4: VIF Table 

Variables VIF 1/VIF 

ACGFE 2.08 0.480306 
ACG 2.02 0.495697 
SIZE 1.41 0.706898 
AGE 1.22 0.817579 
ACIN 1.19 0.842726 
LEV 1.14 0.875941 

ACAE 1.12 0.889992 
ACM 1.04 0.961013 

ACISH 1.02 0.977189 
Mean 1.36  

Heteroskadacity 
Variables Chi P values 

EPR 74.74 0.000 
ES 99.78 0.000 

 

Table 5 below is the result of our empirical findings. The discussion of the study is based on the multiple 

regression in Table 5. The empirical result from our study shows that the ACS diminishes EPR. This finding 

implies that the ACS diminishes earnings quality through EPR. Our study aligns with the agency theory 

presumptions. The outcome of our findings is in tandem with Bawuah (2024); Ghafran et al. (2022); and 

Masmoudi (2021) which presents evidence that the ACS does not promote the quality of earnings a change in the 

composition of the ACS may be responsible for the result. In the same vein, our results indicate that 

independence viz-a-viz directors appointed in non-executive capacity promote EPR but do not promote ES. In 

contrast, independence measured as a function of shareholders’ representatives promotes EPR but diminishes ES 

which implies that the audit independence measured as shareholders’ representatives improves earnings quality 

across the two measures. This suggests that shareholders’ representatives bring to the fore more independence far 

above the non-executive directors. This finding is in line with expectations because a shareholder is a co-owner 

and not an agent, a co-owner whose interest is the survival of the firm. The deductions of our study are in tandem 

with the deductions of Akinola et al. (2020); Allam (2020); Kapkiyai et al. (2020); Mansor et al. (2013); and 

Salleh and Haat (2014). 

 

The finding of the committee meetings and EPR shows no association but the association with ES 

indicates a significant negative association. The implication is that the ACM improves ES. The outcome of our 

investigation is in tandem with agency theory postulations. The deductions from our study are consistent with the 

deductions of Agwor and Osinachi (2023); Bawuah (2024); Mardessi and Fourati (2020); Surbakti et al. (2017); 
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Vafeas and Vlittis (2023). The code of governance mechanism in Nigeria prescribes a minimum of four meetings 

per annum which implies a meeting per quarter, the preponderant majority of firms in this sector comply with this 

hence this result as such meetings will enable the committee to prevent income smoothening.  

 

In line with expectations and within the context of theory and practice, the outcome of our study shows 

that the accounting expertise of audit committee members promotes earnings quality across the two measures of 

earnings quality. The Nigerian Corporate Governance Code and the Companies and Allied Matters Act 2020 

made it mandatory for members of the committee to be knowledgeable in financial matters while the head of the 

audit committee must not just be literate financially but must be a qualified accountant, this explains the possible 

reason for this consistent result. More than half of audit committee members are accountants while a few others, 

study other financial courses. The finding is also consistent with the theory and the ethical standards of 

professional accountants. Our revelation is also in conformity with the revelations of Marques and Pais (2018); 

Namakavarani et al. (2021); Nassir Zadeh et al. (2023): Siagian and Siregar (2018): Tifanny and Wijaya (2021). 

 

The revelation of our study on ACG shows that ACG promotes EPR but does not promote ES, which 

implies that the inclusion of women on the audit committee, does not promote earnings quality rather the 

financial expertise of such women does. This explains why women with accounting/finance expertise enhance 

EPR and ES suggesting that the expertise is what is responsible for the result which is in agreement with the 

postulation of the study of Gull et al. (2018). The author opines that certain unobservable specific attributes such 

as the expertise of women are responsible for most of the studies in the literature on gender diversity and not just 

mere gender inclusion. 

 

Table 5: Result Robust Regression Analysis 

Variables Earnings Predictability (EPR) Variables Earnings Smoothness (ES) 
 Coefficient T value P value  Coefficient T value P value 

ACS -.0051858 -7.63 0.000 ACS .0072558 0.22 0.830 
ACIN .0055061 7.53 0.000 ACIN .0193005 0.53 0.595 

ACISH .0026449 3.17 0.002 ACISH -.3905777 -9.31 0.000 
ACM -.0004793 -1.21 0.228 ACM -.0498917 -2.53 0.012 
ACAE .0008349 2.53 0.012 ACAE -.0648318 -3.96 0.000 
ACG -.0020692 -6.11 0.000 ACG -.0722626 4.30 0.000 

ACGFE .0006129 1.68 0.094 ACGFE -.0435817 -2.41 0.017 
LEV .0033957 14.26 0.000 LEV -.0451759 -3.82 0.000 

SIZE .0000128 0.71 0.477 SIZE -.151921 -13.57 0.000 
AGE -.029571 -6.84 0.000 AGE .0013991 1.57 0.117 

 

 

CONCLUSION 

 

This study made some insightful contributions to the literature by measuring earnings quality from the point of 

view of long-term sustainability as against accrual quality which dominates the literature. In addition, our study 

investigates diversity beyond the involvement of the female gender on the committee to include the expertise of 

the female gender with accounting backgrounds, as the committee requires expertise to function well and not just 

gender balancing. In addition, we made an appreciable contribution to the body of knowledge by examining the 

ACI viz-a-viz shareholders’ representatives; this is a noble contribution to the literature.  
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The findings of our study show that the independence of the audit committee measured as a function of 

shareholders representative, audit committee accounting expertise, and accounting expertise of women on the 

audit committee improves the quality of earnings. In light of the foregoing, this study advocates that the 

independence of the committee should be reinforced through the appointment of more shareholders’ 

representatives beyond the present statutory provision of 3 representatives. The appointment of more 

shareholders’ representatives further enhances the audit committee’s independence which promotes earnings 

quality. In addition, the appointment of women to the audit committee should transcend gender balance to include 

the accounting expertise of such women. The study recommends that appointment to the audit committee should 

be based on accounting knowledge as against the present practice of appointing anyone with financial knowledge. 

It requires deep accounting knowledge from a qualified accountant to detect earnings manipulation. Thus, the 

study recommends to the legislative arm of the government to promulgate a new legislation that will make it 

mandatory for the audit committee to be dominated by professional accounting experts. 
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