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Abstract
This study examined the moderating effect of Audit Committee Independence (ACI) on the relationship between key audit firm attributes Auditor Independence (AFI), Audit Fees (AFE), and Audit Partner Rotation (APR) and Audit Quality (ACQ) among listed non-service companies in Nigeria. Drawing upon Agency, Stakeholder, and Resource Dependence Theories, the research adopts a correlational design using panel data from 53 companies covering the period 2012–2022. Audit quality is proxied by accrual quality, while ACI is modelled as a moderating variable to test its capacity to strengthen audit governance relationships. Data were analysed using Feasible Generalised Least Squares (FGLS) and Panel-Corrected Standard Errors (PCSE) to control for heteroskedasticity and contemporaneous correlation. Empirical findings reveal that auditor independence significantly and negatively influences accruals, implying improved audit quality, whereas audit fees exert a positive and significant effect, indicating potential impairment of auditor objectivity due to economic dependence. Audit partner rotation shows a weak and statistically insignificant relationship with audit quality. The inclusion of ACI as a moderator amplifies the positive effect of auditor independence but does not materially alter the effects of audit fees and partner rotation. The study concludes that audit quality in Nigeria’s non-service sector is primarily driven by auditor independence and strengthened further through robust and independent audit committees. It recommends that regulators, such as the Financial Reporting Council of Nigeria and the Securities and Exchange Commission, reinforce compliance with the Nigerian Code of Corporate Governance (2018) to enhance committee independence, transparency in audit fee disclosure, and balanced partner rotation cycles. The study contributes to the global discourse on audit governance and aligns with Sustainable Development Goals (SDGs) 8, 9, 12, and 16, which advocate for decent work, industrial innovation, responsible reporting, and strong institutions.
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1. Introduction

Audit quality remains the cornerstone of credible financial reporting and institutional trust. The (American Institute of Chartered Public Accountants [AICPA], 2022) acknowledges that “audit quality” is a multifaceted construct encompassing the auditor’s professional competence, ethical integrity, and institutional independence. Fundamentally, audit quality reflects the auditor’s capacity to detect and report material misstatements, thereby mitigating information asymmetry and ensuring that financial statements faithfully represent economic reality. In today’s globalised economy, where financial systems are deeply interconnected, high audit quality is indispensable for sustaining market confidence, investor protection, and public accountability (Abah-Marcus, 2025; Uthman & Salami, 2021)
In Nigeria, the adoption of the International Financial Reporting Standards (IFRS) in 2012 was expected to elevate the credibility of corporate disclosures and attract global investment flows (Uthman & Salami, 2021). However, recurrent incidents of financial misconduct, weak internal controls, and audit failures have raised serious concerns regarding the robustness of audit oversight and the integrity of the assurance process. Despite formal adherence to International Standards on Auditing (ISAs), many audit reports fail to detect deep-seated governance failures, bribery, tax evasion, and related-party irregularities. This dissonance between form and substance erodes public confidence and undermines the objectives of Sustainable Development Goal 16 (Peace, Justice, and Strong Institutions), which emphasises transparency, accountability, and institutional integrity (Narayanaswamy & Raghunandan, 2019; Okechukwu et al., 2019; Oludare et al., 2025).
Conceptually, three audit firm characteristics which are Auditor Independence (AFI), Audit Fees (AFE), and Audit Partner Rotation (APR) have emerged as critical determinants of audit quality. Auditor independence represents the ethical foundation of audit credibility, enabling auditors to exercise professional scepticism and resist management influence, thereby reinforcing objectivity and deterring opportunistic earnings management (Ahmad et al., 2021; Lazarus et al., 2024; Narayanaswamy & Raghunandan, 2019). Audit fees introduce a dual-edged relationship between economic dependence and professional diligence: while reasonable fees reflect adequate resource allocation and audit effort, excessive dependence on client fees may compromise objectivity (Graschitz & Steller, 2025; Regina & Santioso, 2023; Rezky Alyani, 2023). 
Meanwhile, Audit Partner Rotation (APR) a regulatory mechanism designed to mitigate the familiarity threat enhances audit objectivity by introducing new perspectives and curbing the entrenchment of long-term client relationships (Alsmairat et al., 2019; Handoyo & Putri, 2022; Husain, 2020; Wang, 2020). Nevertheless, the empirical effects of partner rotation on audit quality remain inconsistent, particularly in emerging economies where institutional capacity and regulatory enforcement are weak (Akpan et al., 2019; Kwaghkule et al., 2025).
From a theoretical perspective, both Agency Theory (Jensen & Meckling, 1976) and Stakeholder Theory (Freeman, 1984) provide conceptual anchors for understanding how these characteristics shape audit outcomes. Agency Theory posits that independent auditing serves as a governance mechanism to align managerial actions with shareholders’ interests, reducing the scope for opportunistic behaviour. Audit independence, fair remuneration, and periodic partner rotation collectively strengthen the monitoring function of the audit process. Conversely, Stakeholder Theory extends the accountability horizon by recognising that the benefits of audit quality transcend shareholders to include regulators, creditors, employees, and the wider society (Adeoye et al., 2023; Ahmed et al., 2024; Amorelli & García-Sánchez, 2020; Choiriah & Ria, 2020; Donaldson & Preston, 1995; Hubais et al., 2023; Zaid et al., 2020). High-quality audits thus contribute to Sustainable Development Goal 8 (Decent Work and Economic Growth) by promoting ethical corporate conduct, economic resilience, and investor confidence key enablers of sustainable development.
Empirically, however, Nigeria’s audit environment reveals a paradox. Regulatory frameworks such as the (Financial Reporting Council of Nigeria (FRCN) Act, 2023)and the Nigerian Code of Corporate Governance  (Financial Reporting Council of Nigeria (FRCN), 2018) prescribe mechanisms to ensure auditor independence and quality oversight, yet enforcement remains inconsistent and often reactive. Prior studies have reported mixed and sometimes contradictory findings on the relationships between auditor independence, audit fees and audit partner rotation with audit quality, with some establishing positive relationship and others observing negative or statistically insignificant relationships(Abdul-Rahman et al., 2017; Chandra, 2019; Ime et al., 2025; Li, 2023; Okechukwu et al., 2019; Pinatik, 2021; Salmen Aljaaidi et al., 2021; Schatt, 2025; Yahaya & Onyabe, 2022). These inconsistencies highlight the contextual complexities of audit governance in emerging markets and underscore the need for a moderating mechanism capable of stabilising these relationships.
Consequently, the inclusion of Audit Committee Independence (ACI) in this study is conceptually and empirically justified. ACI serves as a critical governance moderator that strengthens external auditor independence, enhances oversight credibility, and ensures that audit-related decisions are insulated from managerial capture. Recent studies (e.g., Ahmad et al., 2021; Lazarus et al., 2024)affirm that truly independent audit committees enhance the transparency of auditor–client interactions, mitigate excessive fee dependence, and support periodic partner rotation as a safeguard for professional objectivity. Hence, introducing ACI into the analytical framework provides a robust lens for understanding how internal governance mechanisms complement external audit characteristics to influence audit quality outcomes within Nigeria’s evolving corporate landscape.
Furthermore, the selection of listed non-service companies in Nigeria is grounded in both theoretical and empirical reasoning. Non-service companies comprising agriculture, conglomerates, construction/real estate, consumer goods, health care, industrial goods, natural resources and oil and gas are characterised by high capital intensity, complex inventory systems, and significant environmental exposure, all of which increase audit risk and demand greater auditor diligence (Aranpu et al., 2023; Bamenda, 2024; Bamenda et al., 2024a, 2024b; Farouk, 2019; Ogoun & Godspower, 2020). These industries are more prone to asset misstatements, cost manipulations, and sustainability disclosure gaps compared to service-oriented entities, thereby providing a more rigorous environment for evaluating audit quality determinants. In addition, non-service sectors contribute over 60% of Nigeria’s non-oil GDP and are central to achieving Sustainable Development Goal 9 (Industry, Innovation, and Infrastructure) and Goal 12 (Responsible Consumption and Production). Focusing on these companies therefore not only enhances the study’s empirical robustness but also aligns with national economic priorities and the global agenda for sustainable industrial development.
In light of these considerations, this study re-examines how auditor independence, audit fees, and audit partner rotation collectively influence audit quality, while introducing audit committee independence as a moderating variable within Nigeria’s listed non-service companies. By bridging theoretical, empirical, and sustainability perspectives, the study aims to provide evidence-based insights that inform regulatory policy, professional practice, and scholarly understanding. Ultimately, it contributes to strengthening Nigeria’s audit reform architecture and advancing global discourse on audit quality, governance, and sustainable institutional integrity.

2. Empirical Review
Research focusing on audit quality has concentrated on attributes related to auditors such as audit independence, audit fees and audit partner rotation as effective audit determinants. The objectivity is enhanced through audit independence, fees paid reflect audit effort and economic bonding, and familiarity threats are mitigated and the professional scepticism strengthened through audit partner majority. Also, the independence of the audit committee is an important governance mechanism that can influence the audit process. The independence of the audit committee as a moderating variable is expected to strengthen the relationship of audit attributes towards audit quality, as it enhances the scrutiny level and supports auditors’ independence. Thus, this review brings together previously published empirical evidence on these relationships.

2.1 Auditor Independence and Audit Quality
Auditor independence is the bedrock of the auditing profession and an essential determinant of audit quality. Independence allows auditors to exercise professional scepticism and make objective judgements free from management influence (DeAngelo, 1981). Theoretically, when auditors are independent, they are more likely to detect and report material misstatements, thereby enhancing the credibility of financial reports. However, empirical evidence on the relationship between auditor independence and audit quality remains mixed, with studies reporting positive, negative, and insignificant relationships. These inconsistencies suggest that the relationship may be contingent on contextual and governance factors, such as audit committee independence.
Several empirical studies have found that auditor independence significantly improves audit quality. For example, Pinatik (2021), examined auditors in Badan Pemeriksa Keuangan Republic of Indonesia (BPK RI) representatives of North Sulawesi Province and discovered that stronger auditor independence measured through reduced economic ties and stricter compliance with the Financial Reporting Council (FRC) Code significantly enhanced audit quality. Similarly, Yahaya and Onyabe (2022), using  a sample of 12 listed industrial goods companies from Nigeria Exchange Group, found that auditors’ independence was positively related with audit quality. In Nigeria, Tonade et al., (2025) reported that firms with higher levels of auditor independence produced more reliable financial reports and demonstrated lower tendencies toward earnings manipulation. Likewise, Al-Shaer and Zaman (2024), documented that independent auditor improved both financial and sustainability assurance outcomes, especially in jurisdictions with strong governance frameworks.These studies collectively confirm that auditor independence enhances audit quality by minimising undue influence, strengthening auditor objectivity, and improving financial reporting credibility.
Conversely, a few studies have reported that excessive auditor independence or enforced independence measures can sometimes impair audit quality. For instance, Khan et al., (2024), in their analysis of Asian emerging markets, found a negative and significant relationship between auditor independence and audit quality when independence was proxied through frequent auditor rotation. They argued that excessive rotation disrupted client-specific knowledge, leading to reduced audit effectiveness.

Similarly, Oloruntoba and Enyi (2024) found that mandatory independence enforcement in Nigeria’s listed firms occasionally led to lower audit efficiency due to loss of audit continuity and institutional learning. In another study, Obid et al., (2023) observed that independence, when achieved through fee restrictions, reduced auditors’ motivation and engagement quality because of decreased economic incentives. These findings suggest that while independence is desirable, an overly rigid interpretation or enforcement may inadvertently reduce audit effectiveness by undermining the auditor’s understanding of the client’s operations and internal controls.
A growing body of literature also reveals that auditor independence does not always significantly influence audit quality.  Akinsulire and Dabor (2024), for instance, found that while independence had a positive coefficient, its effect on audit quality was statistically insignificant in Nigerian non-financial firms, suggesting that other factors such as regulatory oversight or auditor expertise might play more dominant roles. Similarly, Oyeleke and Adebayo (2024), reported no significant relationship between auditor independence and audit quality among firms listed on the Nigerian Exchange Group, attributing the result to the weak enforcement of independence provisions and the prevalence of long-term auditor-client relationships.

In a related study, Lai and Tang ( 2023) found that independence was not a significant determinant of audit quality in developed markets where professional ethics and litigation risk already constrained auditor behaviour. These insignificant results reinforce the notion that independence alone may not guarantee high-quality audits, particularly in settings with weak monitoring or limited regulatory sanctions.
From the foregoing, it is evident that the relationship between auditor independence and audit quality remains inconclusive with studies showing positive, negative, and insignificant results across contexts. The divergence in findings may be attributed to differences in measurement proxies (e.g., tenure, fees, rotation), institutional enforcement, and governance environments. Specifically, most prior studies in Nigeria and other developing economies have concentrated on direct relationships, neglecting the potential influence of moderating governance mechanisms that could explain these inconsistencies.
One such mechanism is Audit Committee Independence, which may play a critical role in strengthening the link between auditor independence and audit quality. An independent audit committee can enhance auditor autonomy by minimising management interference, reviewing audit scope, and approving auditor appointments and remuneration DeZoort and Hermanson, (2024) When the audit committee itself is independent and professionally competent, it is better positioned to protect auditors from client pressure, ensuring that independence translates into higher audit quality.
However, empirical evidence on this moderating relationship remains sparse, particularly in Nigeria’s non-service sector, where governance dynamics differ from the heavily regulated banking and financial sectors. This absence of moderation-focused research forms a critical gap in the existing literature. Addressing this gap will not only clarify the independence–quality nexus but also contribute to the broader discourse on institutional governance and sustainable development by promoting transparency and accountability (aligned with SDG 16: Peace, Justice, and Strong Institutions).
Based on this identified gap, the following hypothesis is proposed:
H01: Audit committee independence does not moderate the relationship between auditor independence and audit quality of listed non-service companies in Nigeria.

2.2 Audit Fees and Audit Quality
Audit fees represent the economic bond between the auditor and the client and are often regarded as a double-edged sword in the audit quality debate. On one hand, adequate fees enable auditors to devote sufficient time and expertise to an engagement, thereby improving quality. On the other, excessive dependence on client fees can impair independence, undermining the auditor’s objectivity and scepticism (DeAngelo, 1981). The empirical literature presents mixed findings, reflecting diverse contexts, proxies, and methodological approaches.
Several studies have reported a positive and significant relationship between audit fees and audit quality. Al-Shaer and Zaman (2024) found that higher audit fees, when reflective of greater audit effort and expertise, improved both financial and sustainability assurance quality across multinational corporations. Similarly, Akinsulire and Dabor (2024), examining Nigerian non-financial firms, revealed that firms paying higher audit fees experienced fewer discretionary accruals, suggesting enhanced audit diligence.

In a cross-country study, Sawaya et al., (2025) observed that higher fees corresponded with increased audit effort and more conservative reporting, particularly in jurisdictions with stronger investor protection. Likewise, Adegbie et al., (2025) noted that adequate audit fees strengthened financial reporting reliability in Sub-Saharan Africa’s listed companies by allowing auditors to recruit skilled staff and perform extensive risk assessments. 
Collectively, these studies affirm that reasonable audit fees, aligned with engagement complexity and risk exposure, positively influence audit quality by supporting professional competence and independence of mind.

Contrary evidence exists suggesting that excessive audit fees may reduce audit quality due to economic dependence or compromised independence. Obid et al., (2023), found that abnormally high audit fees in Malaysian listed firms were negatively associated with audit quality, as auditors were reluctant to challenge management to preserve lucrative engagements. In a similar vein,  Khan et al., (2024) discovered that fee dependence in Asian emerging markets led to audit complacency, with auditors prioritising client retention over professional scepticism.
In Nigeria, Oloruntoba and Enyi (2024), reported a negative and significant relationship between abnormal audit fees and audit quality, concluding that auditors who rely heavily on a single client’s fees face incentives to compromise independence. Oyeleke and Adebayo (2024), also noted that fee-driven relationships often foster a quasi-client capture effect, resulting in less rigorous audit scrutiny. These findings reveal that while remuneration is necessary for quality audits, excessive economic ties can compromise auditor objectivity, particularly in weak regulatory environments where oversight of fee structures is limited.
Several studies document an insignificant relationship between audit fees and audit quality, implying that fee levels alone may not determine audit outcomes. Akinsulire and Dabor (2024)  observed that, although audit fees had a positive coefficient, the effect was statistically insignificant among Nigerian listed companies, suggesting that other firm-specific characteristics such as governance structure or auditor tenure might be more decisive. Similarly, Lai and Tang, (2023) found no significant effect of audit fees on audit quality in developed markets, attributing this to the high degree of professional regulation and reputational risk faced by auditors in those jurisdictions.
Adewale and Oyeleke (2025), analysing 85 non-financial firms in Nigeria, also reported that audit fees were not a significant predictor of audit quality when controlling for auditor independence and partner rotation. They concluded that in Nigeria’s evolving corporate environment, the quality of audit oversight, rather than fee magnitude, determines audit outcomes.
The recurring insignificance of audit fees in some empirical models implies that fees may exert an indirect or conditional influence mediated or moderated by governance mechanisms and audit firm attributes.
The foregoing evidence underscores a persistent inconsistency in the empirical relationship between audit fees and audit quality across both developed and emerging markets. While some studies posit that higher fees enhance audit effort, others argue that they impair independence, and still others find no meaningful effect at all. These mixed results may arise from contextual differences, varying proxies for audit quality, and institutional disparities in fee regulation and auditor oversight.
Critically, most prior studies in Nigeria have focused on the direct link between audit fees and audit quality, with limited attention to the moderating influence of audit committee independence. In theory, a truly independent audit committee serves as a buffer between auditors and management by reviewing and approving audit fees objectively, ensuring they reflect engagement risk rather than management influence (DeZoort & Hermanson, 2024). When the audit committee is independent, it mitigates fee-related threats to auditor independence, thereby improving audit quality.
However, empirical examination of this moderating role remains sparse, particularly in Nigeria’s non-service sectors, where ownership concentration and weak governance structures are prevalent. Exploring this gap is not only relevant for corporate accountability but also supports Sustainable Development Goal 16 (Peace, Justice, and Strong Institutions) by promoting transparent and ethical financial oversight.
Based on this gap, the following hypothesis is proposed:
H02: Audit committee independence does not moderate the relationship between audit fees and audit quality of listed non-service companies in Nigeria.

2.3 Audit Partner Rotation and Audit Quality
Audit partner rotation refers to the periodic replacement of the lead audit partner responsible for a client’s engagement, typically mandated by regulatory authorities to enhance independence, objectivity, and professional scepticism. The central argument is that long-term relationships between auditors and clients may lead to familiarity threats, reducing the likelihood of detecting misstatements or irregularities (International Auditing Assurance Standards Board (IAASB), 2024). Conversely, rotation may also erode client-specific knowledge and efficiency, particularly in complex engagements. Thus, empirical research on the relationship between audit partner rotation and audit quality reveals mixed findings, with some studies reporting positive, others negative, and some insignificant effects.
A substantial body of evidence suggests that audit partner rotation enhances audit quality by refreshing professional scepticism and reducing familiarity bias. Adegbie et al., (2025), found that mandatory partner rotation significantly improved financial reporting reliability in Nigerian listed firms, particularly within the oil and gas sector, where long-term engagements had previously contributed to audit complacency. Similarly, Gipper et al., (2024) documented that partner rotation strengthened public confidence in auditor independence and enhanced the perceived credibility of audit reports. 
DeZoort and Hermanson, (2024) also demonstrated that frequent audit partner rotation correlated positively with audit committee oversight effectiveness, as new partners brought fresh perspectives and strengthened accountability. In a multinational context, Sawaya et al., (2025) found that jurisdictions enforcing strict partner rotation requirements exhibited higher audit quality, measured through lower abnormal accruals and reduced incidence of restatements. 
Collectively, these studies support the argument that partner rotation mitigates over-familiarity and enhances audit objectivity, thereby improving both actual and perceived audit quality.
In contrast, several studies have found that audit partner rotation can sometimes diminish audit quality, primarily due to loss of client-specific knowledge and increased start-up costs. Khan et al., (2024) in their examination of Asian emerging markets, reported a negative and significant relationship between partner rotation and audit quality, arguing that newly assigned partners often require time to understand the client’s business environment, leading to reduced audit efficiency in the short term. 
Similarly, Lai and Tang (2023), found that mandatory rotation disrupted long-standing auditor–client relationships that previously facilitated deeper institutional insight, resulting in lower audit performance during transition years. Obid et al., (2023), also reported that in companies with complex operations, excessive rotation introduced inefficiencies and communication breakdowns that adversely affected the quality of audit evidence collected. 
These findings highlight that, while intended to safeguard independence, partner rotation may occasionally weaken audit quality by impairing continuity, institutional memory, and technical depth.
Other studies have found no statistically significant relationship between audit partner rotation and audit quality, suggesting that its effectiveness may depend on complementary governance mechanisms and contextual factors. Oyeleke and Adebayo (2024), studying Nigerian non-financial firms, reported an insignificant relationship between rotation frequency and audit quality, indicating that audit quality improvements depend more on auditor competence and audit committee effectiveness than on rotation policy alone.
Likewise, Akinsulire and  Dabor  (2024) found that rotation had no significant effect on audit quality after controlling for audit fees and independence, implying that in contexts with weak enforcement and limited auditor oversight, partner rotation may serve more as a symbolic compliance measure than a substantive quality enhancer.
In developed economies, Al-Shaer & Zaman, (2024) observed no significant impact of partner rotation on sustainability assurance quality, arguing that auditors in such jurisdictions already maintain high ethical standards and independence, rendering mandatory rotation redundant.
These results suggest that the efficacy of partner rotation is contingent upon the broader institutional environment, professional culture, and governance structure within which audits are conducted.
The evidence on the relationship between audit partner rotation and audit quality remains mixed and inconclusive, varying across regulatory contexts, industries, and governance systems. While some studies report improved audit outcomes following rotation, others highlight efficiency losses or no measurable change. In Nigeria, most empirical studies have focused on the direct impact of partner rotation without examining how governance mechanisms, such as audit committee independence, might influence this relationship.
An independent audit committee plays a  critical role in ensuring that partner rotation policies are properly implemented and that transitions between audit partners occur smoothly without compromising audit depth or continuity (Abu, 2024; Adam et al., 2025; Elmashtawy et al., 2024; Ikhsan et al., 2024). Audit committees with strong independence can provide institutional memory during partner transitions, facilitate communication between outgoing and incoming partners, and monitor compliance with rotation guidelines. This moderating effect is particularly vital in the non-service sectors, where audit complexity is high and internal governance structures are evolving.
However, current empirical literature lacks adequate evidence on how audit committee independence interacts with partner rotation to influence audit quality, especially in emerging economies like Nigeria. Addressing this gap would contribute significantly to both academic literature and corporate governance reforms, aligning with Sustainable Development Goal 16 (Peace, Justice, and Strong Institutions), which emphasises transparency and institutional accountability.
Based on this identified gap, the following hypothesis is proposed:
H03: Audit committee independence does not moderate the relationship between audit partner rotation and audit quality of listed non-service companies in Nigeria.
[bookmark: _Hlk220129525]2.2.4 Audit Committee Independence (ACI) and Audit Quality
Audit committee independence (ACI) refers to the degree to which audit committee members are free from management influence, enabling them to perform effective oversight of the financial reporting and auditing processes. It is widely regarded as a cornerstone of corporate governance, enhancing the credibility of audited financial statements and fostering transparency (DeZoort & Hermanson, 2024). Theoretically, an independent audit committee acts as a monitoring mechanism within the agency framework, ensuring that external auditors remain objective and that management adheres to ethical financial reporting practices. Some empirical findings on the relationship between ACI and audit quality is positive, varying across institutional settings, firm types, and measurement approaches.
A number of studies have found that greater audit committee independence enhances audit quality. DeZoort and Hermanson (2024), in a global study, established that audit committees composed predominantly of independent and financially literate members significantly improved oversight effectiveness and audit outcomes. Similarly, Al-Shaer and Zaman, (2024) found that independent audit committees were positively related with high-quality sustainability assurance reports, reflecting their role in promoting ethical corporate disclosure.
In Nigeria, Dabor and Ezeani (2025) discovered that audit committee independence was positively and significantly related to audit quality among listed non-financial firms, suggesting that independent committees strengthen external auditor objectivity and reduce management opportunism. Adegbie et al., (2025) also observed that firms with independent audit committees reported fewer restatements and exhibited improved financial reporting reliability.
These studies collectively highlight that independent audit committees enhance communication between internal and external auditors, improve monitoring, and promote transparent reporting key attributes of high audit quality.
Conversely, some studies have found that excessive or nominal independence may not always improve audit quality and may even have adverse effects. Khan et al., (2024) reported a negative and significant relationship between audit committee independence and audit quality in Asian emerging markets, suggesting that independence without sufficient expertise could lead to weak oversight and inefficiency. Similarly, Obid et al., 2023) discovered that overly independent committees particularly those with limited technical knowledge of accounting and auditing were associated with longer audit report lags and lower audit effectiveness.
In the Nigerian context, Oloruntoba and Enyi, (2024) found that while independent audit committees reduced management interference, they sometimes lacked the technical depth necessary to challenge auditors’ judgements, resulting in suboptimal audit outcomes. These findings imply that independence alone may not guarantee quality oversight unless it is complemented by competence and active engagement.
Several other studies have documented an insignificant relationship between audit committee independence and audit quality, suggesting that independence is a necessary but insufficient condition for effective oversight. Akinsulire and Dabor, (2024) found that the independence of the audit committee had an insignificant impact on audit quality among Nigerian non-financial firms once audit fees and partner rotation were controlled for. Akinsulire and Dabor, (2024) similarly reported no significant relationship between ACI and audit quality, attributing the result to weak institutional enforcement of governance codes and the presence of political appointees on audit committees.
Lai and Tang, (2023) also observed an insignificant relationship in developed markets, arguing that external auditors’ reputation concerns and regulatory scrutiny already ensured high-quality audits, rendering committee independence less influential. These findings suggest that ACI may exert an indirect or conditional effect on audit quality, possibly through its interaction with other audit firm characteristics such as independence, fees, and partner rotation.
The literature reveals inconsistent evidence regarding the influence of audit committee independence on audit quality. While some studies report that independent committees enhance oversight and strengthen audit outcomes, others find negative or insignificant effects, particularly where members lack expertise or institutional support. These inconsistencies point to an empirical gap: most prior research treats ACI as a direct determinant of audit quality, but few have examined its moderating role in shaping the effectiveness of audit firm characteristics especially in the non-service sectors of Nigeria.
Audit committee independence may act as a governance buffer that amplifies or constrains the effects of auditor independence, audit fees, and audit partner rotation on audit quality. For instance, an independent audit committee can reinforce auditor independence by shielding auditors from managerial pressure, approve fees that reflect engagement complexity rather than client influence, and ensure smooth partner rotation to maintain audit continuity. Hence, the audit committee serves as an institutional safeguard, linking audit firm characteristics to sustainable audit outcomes.
The absence of robust empirical testing of this moderating effect, particularly within Nigeria’s evolving corporate governance framework, represents a critical research gap. Addressing this gap will not only contribute to the academic discourse on audit quality determinants but also support Sustainable Development Goal 16 (Peace, Justice, and Strong Institutions) by promoting transparent, accountable, and ethical financial reporting systems.
Consequently, the following hypotheses were developed:
H04: Audit committee independence has no significant moderating effect on the relationship between auditor independence and audit quality of listed non-service companies in Nigeria.
H05: Audit committee independence has a significant moderating effect on the relationship between audit fees and audit quality of listed non-service companies in Nigeria.
H06: Audit committee independence has a significant moderating effect on the relationship between audit partner rotation and audit quality of listed non-service companies in Nigeria.
2.3 Theoretical Framework

The theoretical underpinnings of this study are anchored on three interrelated theories Agency Theory, Stakeholder Theory, and the Resource Dependence Theory each offering a distinct yet complementary explanation of how audit firm characteristics and governance mechanisms influence audit quality.
Agency Theory
Agency theory Jensen and Meckling, (1976) provides the foundational premise for understanding the relationship between management (agents) and shareholders (principals). Given the separation of ownership and control, information asymmetry often enables managers to engage in opportunistic behaviour that can distort financial reporting. Independent auditing serves as a monitoring mechanism that mitigates such agency problems by assuring the credibility of financial statements (DeAngelo, 1981). Within this framework, auditor independence and audit partner rotation are mechanisms designed to maintain auditor objectivity and professional scepticism, thereby enhancing audit quality.
Furthermore, audit fees represent an economic aspect of the principal–agent relationship. While adequate fees are essential for thorough audit effort, excessively high or client-dependent fees may threaten auditor independence. Agency theory thus predicts a delicate equilibrium between audit effort and economic bonding. The audit committee, particularly when independent, acts as an intermediary governance organ that strengthens this equilibrium by safeguarding the auditor’s independence and promoting effective monitoring.
Stakeholder Theory
Stakeholder theory Freeman, (1984) broadens the analytical scope by positing that firms are accountable not only to shareholders but also to multiple stakeholders regulators, employees, investors, and the broader society. Audit quality, therefore, transcends the principal–agent dyad, functioning as a societal assurance mechanism that promotes transparency and trust. The independence and oversight roles of auditors and audit committees align with stakeholder expectations for ethical conduct, fairness, and institutional integrity. Within the Nigerian context, where stakeholder confidence in corporate governance mechanisms remains fragile, strengthening auditor independence and committee oversight contributes to restoring legitimacy and public trust. This aligns directly with Sustainable Development Goal 16 (Peace, Justice, and Strong Institutions) by reinforcing transparency and accountability in corporate reporting.
Resource Dependence Theory (RDT)
Resource Dependence Theory developed by Pfeffer and Salancik (1977) complements the above frameworks by viewing the audit committee as a critical governance resource that supplies expertise, external connections, and legitimacy. Independence in audit committee composition enhances its ability to influence auditor selection, oversee fee negotiation, and ensure audit partner rotation in line with regulatory standards. The theory suggests that the audit committee’s independence and competence are vital resources that mediate external pressures and internal demands, thereby sustaining audit quality. RDT, therefore, justifies the study’s focus on Audit Committee Independence (ACI) not only as a direct predictor but also as a moderator that strengthens the effects of other audit firm characteristics auditor independence, audit fees, and partner rotation on audit quality.


2.4 Methodological Implications

The theoretical synthesis above has important implications for the methodological design and analytical approach of this study.
First, the agency-theoretic foundation suggests the need for quantitative, firm-level data analysis capable of capturing variations in audit firm characteristics and their measurable influence on audit quality proxies. Accordingly, the study employs panel data econometric techniques, allowing for the control of both firm-specific heterogeneity and temporal effects across Nigerian listed non-service firms. This choice enhances internal validity by mitigating omitted-variable bias commonly associated with cross-sectional designs.
Second, consistent with the stakeholder and resource dependence perspectives, the study recognises that the relationship between audit firm attributes and audit quality may not be strictly direct but conditional. Thus, Audit Committee Independence (ACI) is modelled as a moderating variable, allowing the analysis to test whether governance oversight mechanisms amplify or dampen the effects of auditor independence, audit fees, and audit partner rotation. This approach supports a more understanding of audit quality formation in emerging markets.
Third, grounded in the empirical heterogeneity identified in prior studies, this research applies robust estimation techniques such as Panel Corrected Standard Errors (PCSE) and Feasible Generalised Least Squares (FGLS). These models are appropriate for handling potential heteroskedasticity, serial correlation, and cross-sectional dependence conditions common in audit quality data involving multiple firms and time periods. The inclusion of these diagnostic and corrective measures ensures the econometric robustness and replicability expected in top-tier research.
Lastly, by integrating theoretical predictions with rigorous quantitative methods, the study not only contributes to existing audit quality literature but also offers policy-relevant insights for regulators such as the Financial Reporting Council of Nigeria (FRCN) and the Institute of Chartered Accountants of Nigeria (ICAN). The methodological design thus supports both theoretical generalisation and practical applicability bridging the gap between academic inquiry and regulatory reform in the Nigerian audit environment.

3.0 Methodolgy

This research assessed the moderating effect of audit committee independence on the relationship between of audit firm attributes and audit quality of listed non-service companies in Nigeria. The study employed correlational methods as its research design to achieve its objectives. The study encompasses all 74 non-service companies listed on the Nigerian Exchange Group as of December 31, 2025. The census technique was used to obtain of the non-service companies in which 21 companies were excluded because their annual reports and necessary data were not accessible for the period between 2012 to 2022. Consequently, the adjusted population for analysis consisted of 53 companies. 
The dependent variable in this study is audit quality, which is proxied by accrual quality and measured using the Modified Jones Model (Schatt, 2025). The study incorporates three audit firm characteristics as explanatory variables. Auditor independence was measured through a calculation which divides audit expenses by company revenue (Yahaya & Onyabe, 2022). Audit fees are measured as the natural logarithm of the audit fees paid by the client company (Schatt, 2025). Audit partner rotation is operationalised as a binary variable, coded as 1 if the audit partner who has audited the company for three consecutive years is replaced, and 0 otherwise (Hirki, 2025). The moderating variable, audit committee independence, is measured as the proportion of independent non-executive directors to the total number of audit committee  (Galal, 2025). 

Drawing on the variables above, this study regression model was adapted from Hasibuan et al., (2022), which serves as the analytical framework for the empirical analysis.
Audit Quality Models
Unmoderated
ACQit=β0 + β1AFIit+ β2AFEit+ β3APRit+εi……………………Model 1
Moderated
ACQit=β0 + β1AFIit+ β2AFEit+ β3APRit+ β4ACI×AFIit+ β5ACI×AFEit+ β6ACI×APRit+εi……. Model 2
Source: Authors adaptation of the model from Hasibuan et al., (2022).
Where:

ACQ      = Audit Quality;
it	   = Longitudinal data indicator;
β0	   = Intercept;
β1 to β3     = Coefficient of independent variables;
β4 to β6     = Coefficient of Moderating effect;
ε	   = Error terms;
AFI	   = Audit Firm Independence;
AFE	   = Audit Feeds;
APR	   = Audit Partner Rotation;
ACI	   = Audit Committee Independence;
4.0 Result and Discussion
This section extends the study approach established in the previous section, focusing on moderating effect of audit committee independence on the relationship between of audit firm attributes and audit quality of listed non-service companies in Nigeria. It involves presenting descriptive statistics (minimum, mean, maximum, and standard deviation) and correlation, conducting tests for multicollinearity, normality, heteroskedasticity and the regression analysis was conducted using the Generalised Least Squares (GLS) technique for the unmoderated model, while the Panel-Corrected Standard Errors (PCSE) approach was applied to the moderated model.
All these steps contributed to estimating the study's evaluation of the influence of firm characteristics on SEADQ.
[bookmark: _Toc154958416][bookmark: _Toc123311386]4.1 Descriptive Statistics
Descriptive statistics in Table 1 present standard deviation, mean, minimum, and maximum values for both the dependent and independent variables, aimed to analysing data behavior in terms of variance and deviation from the mean. This assessment helps in comparing the acquired data with the legal and policy requirements of companies.
[bookmark: _Toc154936686]Table 1: Descriptive Statistics
	Variables
	Obs
	Mean
	Std. Dev.    
	Min
	Max

	ACQ
	583
	  1.5957
	  1.5823
	-2.172
	15.4018

	AFI
	583
	  0.0088
	  0.0491
	 0.00004
	57

	AFE
	583
	  9.5305
	  1.3883
	 5.2983
	12.7966

	APR
	583
	  0.6792
	  0.4672
	 0
	  1

	ACI
	583
	  0.5187
	  0.0546
	 0.17
	76.58


Source: Authors’ computation using STATA 17, 2025.
The descriptive statistics presented in Table 1above provide a robust overview of the variables under examination. Audit Firm Independence (AFI), Audit Fees (AFE), Audit Partner Rotation (APR), Audit Committee Independence (ACI), and Audit Quality (ACQ). The dataset consists of 583 firm-year observations, providing adequate power for statistical inference and external validity within the Nigerian context.
The mean value of ACQ is 1.5957 with a standard deviation of 1.5823, suggesting moderate variability across the companies. The minimum value of -2.172 indicates that certain companies experience notably strong accrual quality, while the maximum value of 15.4018 demonstrates the presence of outliers with exceptionally low audit quality scores. This wide range implies heterogeneity in audit outcomes, which may stem from differences in firm size, governance structures, and regulatory compliance levels. Such variation underscores the importance of institutional mechanisms for ensuring quality assurance in line with SDG 16 (Peace, Justice, and Strong Institutions), which promotes transparent and accountable institutions.
Similarly, AFI has a very low mean of 0.0088 and a standard deviation of 0.0491, with values ranging from 0.00004 to 57. The minimum value indicates extreme cases of potential independence breaches in at least one company, possibly arising from long auditor client relationships or significant economic dependence on clients while the substantial maximum value of 57% in at least one company means that the audit firm of such company exercises it independence to some reasonable level. This skewness highlights the need for regulatory monitoring and aligns with agency theory, which posits that auditors’ independence is critical in mitigating agency conflicts. From a sustainability perspective, strengthening AFI supports SDG 12 (Responsible Consumption and Production) by ensuring that firms provide credible financial and non-financial disclosures to stakeholders.
Moreover, AFE which stands for audit fees measured by it natural log records a mean of 9.5305 with relatively low dispersion (standard deviation = 1.3883), and a range from 5.2983 to 12.7966. These figures suggest a clustering of audit fees within a fairly narrow band, consistent with the notion that audit fees are influenced by firm size, complexity, and perceived risk. Excessively high fees, however, may compromise auditor independence, whereas extremely low fees could undermine audit effort. This duality resonates with debates in the audit pricing literature and is critical for SDG 8 (Decent Work and Economic Growth), since fair pricing of professional services contributes to sustainable labour practices and ensures economic inclusivity.
Furthermore, the mean APR of 0.6792 (standard deviation = 0.4672) suggests that, on average, audit partners rotate less than once within the studied period, though the maximum of 1 indicates that in some cases audit partner rotation has taken place in at least one company. The minimum of 0 reflects a situation in at least one company where no partner rotation occurred. This distribution raises concerns about audit familiarity threats, consistent with prior literature that links prolonged tenure with impaired independence. Conversely, rotation may enhance audit scepticism and innovation, contributing to SDG 9 (Industry, Innovation, and Infrastructure) by fostering more resilient audit processes.
Looking at ACI which stands for audit committee independence, records a mean of 0.5187 with a very narrow standard deviation of 0.0546, implying relative uniformity across the sample. However, the range is strikingly wide, spanning from 0.17 to 76.58. The upper bound appears to be an outlier which means that there is at least one company whose audit committee is highly independence while the lower bound means that there is at least one company in which it audits committee has a very low independence. A balanced level of audit committee independence is critical, as it strengthens the oversight role of the board and complements external auditors in promoting accountability. This directly supports SDG 16, by reinforcing corporate governance structures essential for credible financial reporting and stakeholder trust.
The descriptive statistics reveal structural gaps and opportunities for reform in Nigeria’s audit and governance systems. The large variations in ACQ, AFI, and APR point to weaknesses in regulatory enforcement and governance practices, whereas the relatively clustered values of AFE and ACI indicate some level of standardisation. Strengthening these governance mechanisms contributes to global sustainability goals by ensuring transparent reporting (SDG 16), fair resource allocation (SDG 8), and responsible organisational practices (SDG 12).



4.2 Correlation Results Discussion
Table 2 presents the correlation matrix, offering insights into the associations under examination.

	
	ACQ
	AFI
	AFE
	APR
	ACI

	ACQ
	 1.0000
	
	
	
	

	AFI
	 0.1702
	1.0000
	
	
	

	AFE
	 0.4075
	-0.0946
	 1.0000
	
	

	APR
	-0.1711
	-0.0239
	-0.1749
	 1.0000
	

	ACI
	 0.2047
	-0.0643
	 0.1430
	-0.1959
	1.0000


Source: Authors computation using STATA 17, 2025.


The correlation matrix in Table 2 above provides important preliminary insights into the association among Audit Quality (ACQ), Audit Firm Independence (AFI), Audit Fees (AFE), Audit Partner Rotation (APR), and Audit Committee Independence (ACI). While correlation does not imply causality, these results establish the foundational associations that guide the interpretation of subsequent regression analyses. Also note that correlation results provide critical insights into the dynamics between audit firm attributes, governance structures, and audit quality (ACQ), with the latter measured using accruals. It is essential to emphasise that higher accruals denote lower audit quality; thus, positive correlations with ACQ indicate potential quality concerns, while negative correlations suggest an enhancement of audit quality. This measurement frames the interpretation of all the association observed in the results.
The association between audit fees (AFE) and audit quality (ACQ) is moderate and positive (r = 0.4075), which signals a potential impairment in quality. This association suggests that higher audit fees are aligned with higher accruals, indicating reduced audit quality. While elevated fees may sometimes reflect greater audit effort or complexity, they may equally foster economic bonding between auditors and clients, potentially eroding professional scepticism. This aligns with the argument that financial dependence compromises auditor independence, thereby raising concerns about the credibility of financial reporting. However, it is equally plausible that the positive association arises from the complexity of larger clients who inherently exhibit higher accruals. Consequently, disentangling effort-driven fees from economic dependence remains a critical empirical challenge.
Similarly, the correlation between audit firm independence (AFI) and audit quality (ACQ) is positive but weak (r = 0.1702), implying that increased independence is paradoxically associated with lower audit quality. This outcome could reflect a measurement issue such as AFI being scaled in a manner where higher values denote weaker independence or it could indicate that more independent firms are disproportionately engaged by high-risk clients whose accruals are structurally high. It may also signal a broader concern that independence, in form alone, is insufficient to constrain managerial opportunism unless complemented by substantive auditor expertise and strong regulatory enforcement. This reinforces the importance of assessing not only the existence of independence safeguards but also their effectiveness in practice.
Conversely, the association between audit partner rotation (APR) and audit quality (ACQ) is negative (r = −0.1711), indicating that rotation is associated with lower accruals and, by extension, improved audit quality. This supports the argument that periodic partner rotation mitigates familiarity threats, injects fresh scepticism, and curtails long-term auditor–client entrenchment. While frequent rotation can disrupt client-specific knowledge and may increase short-term costs, the evidence suggests that the benefits, in terms of curbing accrual discretion, outweigh the drawbacks. This association lends empirical support to global regulatory frameworks that mandate audit partner rotation as a safeguard against independence erosion.
In the case of audit committee independence (ACI), the correlation with audit quality (ACQ) is positive (r = 0.2047), implying that more independent committees are associated with higher accruals and weaker quality. Although counterintuitive, this association may reflect reactive governance, whereby boards appoint more independent committees in response to historical reporting failures. Alternatively, it may highlight the limitations of independence without substantive financial expertise or active oversight, resulting in committees that meet regulatory requirements but lack the capacity to enforce high-quality reporting. This underscores the importance of distinguishing between structural independence and functional effectiveness.
The inter-association among the independent variables further suggest potential moderation effects. For example, the negative correlation between ACI and APR (r = −0.1959) indicates that companies with more independent committees may rely less on partner rotation, or vice versa. Similarly, the negative association between AFE and APR (r = −0.1749) suggests that higher rotation practices could moderate fee dependence, potentially mitigating the quality concerns linked to audit fees. These patterns imply that ACI could moderate the relationships of AFI, AFE, and APR with ACQ, strengthening beneficial effects (such as those from APR) and dampening adverse ones (such as those from AFE). Such interactions are best tested in multivariate frameworks with interaction terms and endogeneity controls.
These correlation results carry important implications for sustainable governance and global institutional frameworks. The positive associations of AFE and ACI with ACQ highlight persistent challenges in ensuring transparency and accountability, which are central to SDG 16 (Peace, Justice, and Strong Institutions). By contrast, the negative link between APR and ACQ demonstrates how effective regulation can foster stronger institutions, advancing SDG 16.6 (Develop effective, accountable and transparent institutions). Furthermore, strengthening audit quality directly enhances investor confidence and market efficiency, aligning with SDG 8 (Decent Work and Economic Growth). Improved governance mechanisms also contribute to SDG 12 (Responsible Consumption and Production) by ensuring reliable which guides sustainable investment decisions.




4.3 Normality Test Discussion
 Table 3: Jarque-Bera Test
	Jarque-Bera normality test:
Test for Ho: Normality
	8781 Chi (2) 0



Source: Authors’ computation using STATA 17, 2025.
 
The Jarque–Bera (JB) normality test reported in Table 3 indicates a test statistic of chi²(2) = 8,781 with an associated Prob > chi² ≈ 0.000. Interpreted in the standard way, this strongly rejects the null hypothesis of normality at any conventional significance level. Because the JB test jointly evaluates whether residuals exhibit zero skewness and kurtosis of three, such an extreme statistic points to material departures from symmetry and/or tail thickness. Importantly, the relevant object of this assumption is the regression residuals not the raw variables since normality underpins the small-sample exactness of t- and F-tests for coefficient inference. In large samples, non-normality does not bias OLS point estimates if exogeneity holds, but it can undermine the accuracy of conventional standard errors and p-values, particularly when heavy tails and outliers are present. In the context of Nigeria’s economy, this non-normality likely reflects the significant diversity among companies, ranging from well-established multinationals to smaller local companies. This also points to the volatile economic environment, which may contribute to skewed audit quality and sustainability practices. Aligning with SDG 8 (Decent Work and Economic Growth), there is a need to foster more inclusive growth across companies of all sizes.
 
4.4 Multicollinearity Analysis
The multicollinearity result is presented in Table 4.
Table.4: Multicollinearity Result
	Variable
	VIF
	 1/VIF

	AFE
	1.04
	0.9656

	APR
	1.03
	0.9707

	AFI
	1.02
	0.9829

	Mean VIF
	1.03
	


Source: Authors’ computation using STATA 17, 2025.

[bookmark: _Hlk220220978]The multicollinearity results presented in Table.4 demonstrate that the independent variables which are Audit Firm Independence (AFI), Audit Fees (AFE), and Audit Partner Rotation (APR) do not exhibit significant multicollinearity. The reported Variance Inflation Factors (VIFs) are 1.04 for AFE, 1.03 for APR, and 1.02 for AFI, with a mean VIF of 1.03. These values fall well below the commonly accepted thresholds of 5.0 (Hair et al., 2014). Similarly, the tolerance values (1/VIF) range between 0.9656 and 0.9829, further confirming that the explanatory variables are not excessively correlated. This indicates that the estimates derived from the regression model are statistically robust, reliable, and free from bias caused by collinearity.

The independence of the audit firm (AFI) reflects structural autonomy from clients, which is essential for audit objectivity and integrity. The low VIF of 1.02 suggests that AFI operates as a distinct construct and is not overly confounded with audit fees (AFE) or audit partner rotation (APR). This distinction is crucial, as prior studies have cautioned that auditor independence may be compromised when entangled with economic bonding through fees or long-term engagement relationships (Li, 2023; Schatt, 2025).

Similarly, audit fees (AFE), with a VIF of 1.04, show no substantial overlap with AFI or APR. This is important because audit pricing often reflects both audit risk and client dependence (Abdul-Rahman et al., 2017; Salehi et al., 2020). The absence of multicollinearity here strengthens the reliability of interpreting audit fees as a separate determinant of audit quality.

Audit partner rotation (APR) also demonstrates a very low VIF of 1.03. Rotation policies are designed to mitigate familiarity threats and enhance professional scepticism. The results suggest that APR is sufficiently independent of both AFI and AFE, enabling the study to isolate its unique contribution to audit quality. This finding is consistent with international best practices under ISA 540 and regulatory reforms, which emphasise rotation to prevent entrenchment and complacency.

From a sustainability and governance perspective, the multicollinearity results carry broader implications that directly align with the United Nations Sustainable Development Goals (SDGs). Specifically, the findings reinforce SDG 16 (Peace, Justice, and Strong Institutions), as the confirmation that AFI, AFE, and APR are independent constructs underscores the importance of strong, transparent, and accountable audit mechanisms. Low multicollinearity provides robust empirical support for the role of audit governance in enhancing institutional integrity, thereby contributing to stronger and more resilient institutions (Bamenda, 2024).
Building on this, the results also advance SDG 8 (Decent Work and Economic Growth). Reliable audit quality research, underpinned by sound econometric diagnostics, ensures that financial markets function more efficiently. By reducing risks of misrepresentation, the evidence generated promotes sustainable economic growth, protects investors, and strengthens stakeholder confidence in corporate reporting (International Auditing and Assurance Standards Board[IAASB], 2024).

In addition, it contribute to SDG 12 (Responsible Consumption and Production) by fostering transparent auditing practices. The independence of explanatory variables ensures that conclusions about audit quality are credible, which in turn supports responsible corporate reporting. Such transparency discourages financial misrepresentation and aligns corporate behaviour with sustainable production and consumption patterns.

Thus, the methodological rigour exhibited through low multicollinearity not only strengthens the validity of this study’s findings but also advances the global governance agenda by providing evidence that can inform both corporate policy and regulatory reforms.

The multicollinearity analysis demonstrates that AFI, AFE, and APR are distinct, non-overlapping constructs, as evidenced by mean VIF values close to 1.0. This assures that subsequent regression estimates will not suffer from instability or inflated standard errors, thereby enhancing the credibility of the study’s conclusions. Furthermore, situating the findings within the SDGs framework underscores the broader significance of methodological soundness in advancing transparency, accountability, and sustainable governance across global audit practices.


4.5 Hausman Test Discussion

The Hausman specification test was conducted to determine the most appropriate estimation technique between the Fixed Effects Model (FEM) and the Random Effects Model (REM). The null hypothesis of the Hausman test posits that the difference in coefficients between the FEM and REM estimators is not systematic, implying that the REM is consistent and efficient. Conversely, rejection of the null hypothesis indicates that the REM is inconsistent due to correlation between the regressors and the error term, thus validating the REM as the preferred model. The results of the Hausman test can be found in Table.5.
Table.5: Hausman Test
	Hausman 

	Test Ho: difference in coefficient not systematic
Chi2(3)      = (b-B) ‘[(V b-V_B) ^ (-1)] (b-B)
                     =            4.07
Prob>chi2    =            0.2545


Source: Authors’ computation using STATA 17, 2025.

The null hypothesis of the test is that the difference in coefficients between the fixed effects (FE) and random effects (RE) models is not systematic, implying that the RE estimator is consistent and efficient. The reported Chi-square statistic is 4.07 with three degrees of freedom, yielding a p-value of 0.2545. Since this probability exceeds the conventional 5% significance level, the null hypothesis cannot be rejected.
This result suggests that the random effects estimator is more appropriate than the fixed effects alternative for the model under examination. Practically, this indicates that unobserved heterogeneity across firms in the sample is not significantly correlated with the explanatory variables. As such, the RE model provides consistent estimates while also preserving efficiency by allowing both within- and between-entity variation to be exploited. In the context of audit quality research, this finding strengthens the argument that firm-specific, time-invariant characteristics (e.g., ownership structure, regulatory environment, or reporting culture) do not materially bias the estimated relationships between audit firm independence, audit fees, audit partner rotation, and audit quality.
The Hausman outcome carries both methodological and substantive implications. Methodologically, it validates the selection of the RE estimator, ensuring that the study’s inference is not undermined by endogeneity concerns arising from omitted, time-invariant firm effects. Substantively, it implies that variations in audit quality can credibly be attributed to differences in audit firm attributes and governance mechanisms rather than unobserved, idiosyncratic firm traits. This enhances the generalisability of the results, thereby making the findings more robust for policymaking and professional application across diverse institutional settings.

The Hausman result also aligns with broader global governance and sustainability objectives.
Firstly, SDG 16 (Peace, Justice, and Strong Institutions): By demonstrating that the RE model is statistically justified, the study reinforces confidence in the reliability of econometric evidence on audit quality. Strong, unbiased econometric foundations underpin credible insights into audit governance, which in turn support the design of effective regulatory and institutional frameworks for transparency and accountability.
Secondly, SDG 8 (Decent Work and Economic Growth): Efficient econometric modelling ensures that empirical findings about the audit market’s functioning are robust. This contributes to stable and transparent financial systems that safeguard investors, promote capital market efficiency, and stimulate sustainable economic growth.
Thirdly, SDG 12 (Responsible Consumption and Production): By ensuring that the determinants of audit quality are modelled without bias, the Hausman result indirectly supports responsible corporate reporting. Reliable research outcomes can guide firms and regulators in embedding audit practices that minimise misrepresentation, thus aligning corporate disclosure with sustainable consumption and production patterns.
In summary, the Hausman test result (χ² = 4.07, p = 0.2545) validates the use of the random effects model in this study, thereby ensuring efficiency and reliability of the estimated parameters. Beyond econometric appropriateness, this finding contributes to advancing institutional accountability, transparency, and sustainable governance practices. The result thus not only underpins the technical robustness of the study but also resonates with global calls for responsible audit governance in line with the United Nations Sustainable Development Goals.

4.6 Breush and Pagan Lagrangian Multiplier Test for Random Effects

The Breusch–Pagan Lagrangian Multiplier (LM) test for random effects was conducted to determine the appropriateness of applying a panel model rather than a pooled Ordinary Least Squares (OLS) regression. The null hypothesis of the test assumes that the variance across entities, represented by Var(u), is zero, implying no significant panel effect.
Table 6: Breush and Pagan Lagrangian Multiplier Test for Random Effects Result
	                     Var       SD= sqrt (Var)

	Acq             2.5033     1.5822
e                 1.1922      1.0919
u                 1.2538      1.1197
Test: Var(u)= 0
Chibar2 (01)      = 723.47
Prob > chibar2 = 0.0000


Source: Authors’ computation using STATA 17, 2025.
As presented in Table.6 above, the test yielded a chi-bar-squared statistic of 723.47 with a probability value of 0.0000. This result strongly rejects the null hypothesis at the 1% level of significance, thereby confirming that the variance across firms is not zero. Consequently, the pooled OLS model is inappropriate, and the random effects model becomes statistically justified as it accounts for the significant unobserved heterogeneity that exists across firms.
The variance components Var(u) = 1.2538 and Var(e) = 1.1922 suggest that there is a substantial degree of firm-specific (between-entity) variation relative to the idiosyncratic (within-entity) error term. Although the intra-class correlation coefficient (ρ) is not reported directly in Table.6, it was computed from the variance components (Var(u) = 1.2538; Var(e) = 1.1922). The resulting ρ ≈ 0.513 indicates that approximately 51.3% of the total residual variance in audit quality (ACQ)
can be attributed to persistent firm-level factors that do not change over time. This finding provides clear empirical evidence that unobserved firm-specific characteristics such as corporate governance structure, audit committee culture, financial control mechanisms, and organisational ethics exert a long-term influence on audit quality. Hence, the use of a random effects model is both statistically and conceptually appropriate, as it efficiently captures the composite effects of these unobserved but relevant firm attributes.
From an econometric standpoint, the significance of the LM statistic demonstrates that neglecting these unobserved firm-level effects through a pooled OLS estimation would lead to biased and inefficient estimates. The random effects model, in contrast, assumes that these unobserved firm-specific effects are random and uncorrelated with the explanatory variables, allowing both within-firm and between-firm variations to be exploited for estimation efficiency. Nevertheless, the final choice between random and fixed effects models is further guided by the Hausman specification test, which assesses whether the random effects estimator is consistent. In this study, the large and significant LM statistic thus provides the necessary econometric foundation for proceeding with a panel estimation approach rather than cross-sectional or pooled methods, thereby improving the robustness and validity of the results.
Conceptually, the high between-firm variance uncovered by the LM test underscores the enduring influence of firm-specific governance mechanisms on audit quality outcomes. This aligns with theoretical expectations that organisational culture, leadership ethics, and audit committee independence collectively shape the quality of financial reporting practices over time. The result also suggests that regulatory and policy interventions targeting institutional and governance reforms can have persistent impacts on audit quality enhancement across firms, as these structural factors are deeply embedded within corporate frameworks.
Linking this result to the United Nations Sustainable Development Goals (SDGs), the LM result offers important implications for sustainable governance and financial accountability. Specifically, it reinforces SDG 16 (Peace, Justice and Strong Institutions) by demonstrating that firm-level governance structures and institutional transparency significantly explain variations in audit quality. Recognising and modelling these differences statistically contributes to building stronger institutions through evidence-based audit reforms and governance strengthening. Moreover, by establishing a robust econometric basis for panel analysis, the study enhances the credibility and transparency of empirical insights an essential requirement for advancing institutional integrity and stakeholder trust in financial reporting.
Furthermore, this result advances SDG 8 (Decent Work and Economic Growth) and SDG 12 (Responsible Consumption and Production) by promoting reliable audit quality research that safeguards investor confidence and ensures the responsible production of financial information. By capturing persistent firm-level behaviours and accounting for their impact on audit outcomes, the analysis discourages opportunistic financial reporting and fosters sustainable economic growth through improved capital market efficiency. Additionally, in the broader context of SDG 9 (Industry, Innovation, and Infrastructure), the methodological rigour established through this LM test supports innovation in data analytics and audit technology infrastructures, strengthening both research and policy-oriented decision-making.
In summary, the Breusch Pagan Lagrangian Multiplier test provided compelling statistical justification for the use of a random effects model in analysing audit quality determinants among Nigerian non-service listed firms however heteroskedasticity test will make the ultimate choice on whether to the random effect model is more suitable or Feasible Generalised Least Square Model will be suitable. 

4.7 Heteroskedasticity Result Discussion
Table 7 presents the heteroskedasticity test results, providing a thorough assessment of the homoscedasticity assumption within the regression model under review.
Table 7: Heteroskedasticity Test
	Modified Wald test for groupwise heteroskedasticity in a fixed effect regression model

	Ho: sigma (i) ^ 2= sigma^2 for all i
Chi2 (53)      = 2.1e+05
Prob > chi2 = 0.0000


Source: Authors’ computation using STATA 17, 2025.

Table.7 presents the results of the Modified Wald test for groupwise heteroskedasticity in a fixed-effects regression model. The test assesses whether the variance of the error terms is constant (homoscedastic) across all cross-sectional units or whether it differs across firms (heteroskedastic). The null hypothesis ((H_0: \sigma_i^2 = \sigma^2) for all (i)) states that the disturbances are homoscedastic, implying equal variance of residuals across the sample. The test result yields a chi-square (χ²) statistic of 2.1 × 10⁵ with a p-value of 0.0000, which strongly rejects the null hypothesis at the 1% significance level. This provides clear statistical evidence of groupwise heteroskedasticity among the firms in the sample, indicating that the variance of the residuals differs significantly across entities.
The presence of heteroskedasticity suggests that the regression disturbances are not identically distributed across firms, meaning that some firms exhibit higher volatility in audit quality (ACQ) outcomes than others. This non-constant error variance often arises from structural differences in firm size, operational complexity, audit engagement scale, or governance practices. In the context of this study, which examines audit firm attributes and audit quality with audit committee independence as a moderating variable, the presence of heteroskedasticity may reflect disparities in how different firms internalise and operationalise audit governance mechanisms. For example, larger or more complex firms may face heightened audit risks, leading to higher variability in residuals, whereas smaller firms might display relatively consistent audit outcomes due to simpler reporting processes and lower audit exposure.
From an econometric standpoint, the detection of heteroskedasticity violates one of the classical linear regression model assumptions that underpin the efficiency of Ordinary Least Squares (OLS) estimators. Although the fixed-effects estimator remains unbiased in the presence of heteroskedasticity, its efficiency and the validity of standard errors are compromised. Consequently, relying on conventional standard errors would yield biased statistical inferences, thereby distorting hypothesis testing outcomes and the interpretation of the effects of audit firm independence, audit fees, and audit partner rotation on audit quality. To address this issue, the study adopts Feasible Generalised Least Square Regression, ensuring that the inference remains valid despite the detected groupwise heteroskedasticity. This methodological adjustment enhances the statistical reliability and robustness of the empirical findings, thereby strengthening the credibility of the conclusions drawn from the model.
Substantively, the presence of heteroskedasticity also conveys meaningful insights about firm behaviour and market dynamics. It indicates that firms do not operate within uniform governance and control environments. The variability in error variances reflects genuine economic and institutional heterogeneity, revealing that the influence of audit governance structures is not homogenous across the Nigerian non-service sector. Companies with stronger governance mechanisms, effective audit committees, and more independent auditors are likely to experience less volatility in audit quality outcomes, while those with weaker oversight structures may exhibit greater inconsistencies. Thus, the heteroskedasticity result not only identifies a statistical concern but also exposes deeper systemic governance disparities that have practical and policy implications.
The implications of this result resonate strongly with several United Nations Sustainable Development Goals (SDGs), particularly SDG 16 (Peace, Justice and Strong Institutions), SDG 8 (Decent Work and Economic Growth), and SDG 12 (Responsible Consumption and Production). The detection and correction of heteroskedasticity enhance the transparency, fairness, and accuracy of empirical results, directly supporting SDG 16, which calls for accountable and transparent institutions. By ensuring the econometric robustness of audit quality research, the study promotes reliable and evidence-based governance decisions, which are foundational for building strong institutions. Furthermore, accurate modelling of firm-level variability contributes to SDG 8, as it supports the development of efficient capital markets, strengthens investor confidence, and promotes sustained economic growth through better-quality audits. Similarly, the commitment to robust estimation and diagnostic accuracy advances SDG 12 by fostering responsible reporting and consumption of financial information. Ensuring that financial disclosures and audit outcomes are reliable and unbiased aligns with the principles of sustainable corporate governance and responsible production of accounting information.
In broader terms, the recognition and treatment of heteroskedasticity in this study demonstrate the researchers commitment to methodological integrity and the production of credible, globally comparable findings. By identifying the uneven distribution of audit quality variability across firms and correcting for it, the study underscores the need for differentiated policy interventions that strengthen governance where it is weakest. Such attention to firm-level disparities reflects the practical realities of emerging-market economies like Nigeria, where institutional, regulatory, and managerial capacities vary widely across companies. Therefore, addressing heteroskedasticity goes beyond econometric correction it is a reaffirmation of the study’s alignment with the global call for stronger institutions, responsible corporate practices, and sustainable economic systems as envisioned in the 2030 Agenda for Sustainable Development.
In conclusion, the Modified Wald test results provide strong evidence of heteroskedasticity across firms, confirming that audit quality variability is not constant within the dataset. This finding justifies the use of heteroskedasticity-robust estimation techniques, ensuring accurate and efficient statistical inference. More importantly, it highlights that firm-level differences in audit governance and operational complexity shape the variability in audit quality outcomes. By rigorously addressing this diagnostic issue, the study enhances both its econometric validity and its contribution to global sustainability discourse demonstrating how sound empirical methodology can reinforce accountability, transparency, and good governance in corporate reporting practices. As a result of the presence of heteroscedasticity Feasible Generalised Least Square Regression was used for the analysis as recommended by the standard procedure.


4.8 Regression Result without Moderation
The result of the GLS have been presented in Table 8 below.
Table 8: Generalised Least Square Regression
	ACQ
	Coefficients
	Std. Error
	Z-statistics
	P-values

	AFI
	   -3.3471
	   0.9049
	 -3.76
	0.000

	AFE
	    0.1550
	   0.2449
	  6.33
	0.000

	APR
	    0.1995
	   0.6357
	  3.14
	0.002

	CONSTANT
	   -0.1960
	   0.2420
	 -0.81
	0.418

	Wald chi2 (3)                      = 81.25
Prob>chi2                           =   0.00
Number of Observations   =   583            
	


	

	
	


Source: Authors computation using STATA 17, 2025.

Table 8 presents the Feasible Generalised Least Squares (FGLS) results assessing the impact of Audit Firm Independence (AFI), Audit Fees (AFE), and Audit Partner Rotation (APR) on Audit Quality (ACQ), where audit quality is proxied by accrual quality. A negative coefficient implies improved audit quality, since a decline in accruals denotes higher quality audits and reduced earnings manipulation. The Wald Chi-square (χ² = 81.25, p < 0.01) indicates the model’s joint statistical significance, confirming that the independent variables collectively explain substantial variation in audit quality across the sampled 583 firm-year observations.

Audit Firm Independence (AFI) and Audit Quality
The coefficient for Audit Firm Independence (AFI) is -3.3471 (Z = -3.76, p = 0.000), implying a statistically significant negative relationship with accruals. This result demonstrates that greater independence of audit firms enhances audit quality by reducing discretionary accruals. The finding is consistent with agency theory, which posits that independent auditors act as effective monitors, mitigating opportunistic managerial behaviour. It aligns with Ojeaga and Ezejiofor (2023), who emphasised that auditor independence strengthens corporate accountability and improves stakeholder confidence in financial reporting integrity. This relationship also reinforces SDG 16 (Peace, Justice, and Strong Institutions), as strong auditor independence fosters institutional transparency, ethical reporting, and governance resilience pillars essential for sustainable economic systems.

Audit Fees (AFE) and Audit Quality
The coefficient for Audit Fees (AFE) is 0.1550 (Z = 6.33, p = 0.000), suggesting a significant positive relationship with accruals, thereby indicating a negative effect on audit quality. In this context, higher audit fees may reflect potential economic bonding between auditors and clients, leading to reduced auditor objectivity. This supports findings by Li, (2023), who observed that excessive fee dependence could compromise auditor scepticism, particularly in emerging markets with weaker regulatory oversight. However, moderate audit fees, when aligned with engagement complexity and effort, contribute positively to SDG 8 (Decent Work and Economic Growth) by ensuring fair compensation and resource allocation within the audit ecosystem, provided independence is not impaired. Policymakers should thus balance remuneration structures to prevent conflicts of interest.


Audit Partner Rotation (APR) and Audit Quality
Audit Partner Rotation (APR) shows a coefficient of 0.1995 (Z = 3.14, p = 0.002), signifying a positive and significant relationship with accruals suggesting a deterioration in audit quality with increasing rotation frequency. This outcome may arise from loss of client-specific knowledge or learning curve effects during frequent rotations, reducing the auditor’s capacity to detect  misstatements. This finding partially diverges from Clive et al., (2014) and (Brian et al., 2012), who reported that regulated rotation improves audit independence. The contextual divergence within Nigeria’s audit environment suggests that while rotation mitigates familiarity threats, excessive turnover may disrupt audit continuity and quality. From an SDG lens, this finding touches on SDG 12 (Responsible Consumption and Production), as consistent and knowledgeable auditing promotes responsible financial disclosure and efficient use of institutional expertise in sustaining governance processes.


4.9 Regression Result with Moderation
The result of the Panel Corrected Standard Error Regression (PCSE) has been presented in Table 9 below.
Table.9: Panel Corrected Standard Error Regression Result
	ACQ
	Coefficients
	Panel-Corrected
Std. Error
	Z-statistics
	P-values

	AFI
	   -7.5675
	   1.3691
	 -5.53
	0.000

	AFE
	    0.1946
	   0.0588
	  3.31
	0.001

	APR
	    0.4574
	   0.3094
	  1.48
	0.139

	CONSTANT
	    0.5067
	   0.2779
	  1.82
	0.068

	R-Squared                         =   0.041
Wald chi2 (3)                      = 36.39
Prob>chi2                           =   0.00
Number of Observations   =   583            
	

	

	
	


Source: Authors computation using STATA 17, 2025.

Table.9 presents the Panel Corrected Standard Error (PCSE) regression results examining the moderating effect of Audit Committee Independence (ACI) on the relationship between audit firm attributes which are Audit Firm Independence (AFI), Audit Fees (AFE), and Audit Partner Rotation (APR) and Audit Quality (ACQ), proxied by accruals. The PCSE model was employed to address both heteroskedasticity and contemporaneous correlation inherent in panel data structures, ensuring more efficient and unbiased estimates. The overall model fit is robust, as evidenced by a Wald Chi-square (χ²) of 36.39 (p < 0.01), confirming joint statistical significance of the predictors at the 1% level. Additionally, the R² value of 0.041 suggests that the independent and moderating variables jointly explain approximately 4.1% of the variation in audit quality a realistic outcome in behavioural and governance research, where unobservable firm characteristics often account for large variance components.


4.8.1 Hypotheses testing, Discussion of findings and Implication of findings

Hypothesis one (H01) posits that "H01: Audit Committee Independence do not moderate the relationship between Audit Firm Independence and Audit Quality of listed non service companies in Nigeria." As can be seen in Table 9 above, the coefficient of Audit Firm Independence (AFI) is -7.5675 (Z = -5.53, p = 0.000), indicating a strong and statistically significant negative relationship with accruals even after incorporating Audit Committee Independence (ACI) as a moderator. This result reinforces the earlier FGLS outcome but with stronger magnitude, suggesting that the presence of an independent audit committee amplifies the positive effect of audit firm independence on audit quality. Essentially, higher AFI reduces earnings manipulation, thereby improving audit quality.

From a theoretical perspective, this outcome aligns with agency theory (Jensen & Meckling, 1976) and stakeholder theory, where independence reduces information asymmetry and enhances monitoring effectiveness. Empirically, this finding is consistent with Ojeaga and Ezejiofor (2023), who assert that combining auditor independence with effective board oversight fosters greater transparency and accountability in emerging economies while it is not consistent with the findings of Pinatik, (2021) and Yahaya and Onyabe (2022).
In the context of the United Nations Sustainable Development Goals (SDGs), this result contributes directly to SDG 16 (Peace, Justice, and Strong Institutions) by promoting institutional integrity and transparent reporting mechanisms. It also supports SDG 9 (Industry, Innovation, and Infrastructure), as improved audit quality strengthens financial reporting infrastructure essential for investment confidence and innovation-led growth.


The second hypothesis (H02) posits that "H02: Audit Committee Independence do not moderate the relationship between Audit Fees and Audit Quality of listed non service companies in Nigeria."  According to Table 9, The coefficient for Audit Fees (AFE) is 0.1946 (Z = 3.31, p = 0.001), indicating a statistically significant positive relationship with accruals, implying that higher audit fees continue to reduce audit quality even in the presence of audit committee moderation. This result suggests that while audit committees enhance oversight, they may not entirely eliminate the economic dependence risks created by excessive audit remuneration. This outcome is similar the result that is without moderation as can be seen in Table 8.  It supports findings from Ime et al., (2025) and Yahaya and Onyabe (2022) which demonstrate that audit fees dependency can create self-interest threats that impair auditor objectivity, especially in markets with weaker enforcement mechanisms while disagree with the findings of Schatt (2025) and Li (2023).
Nonetheless, moderate and performance-aligned audit fees can still encourage audit diligence, aligning with SDG 8 (Decent Work and Economic Growth) by promoting fair remuneration practices and sustainable professional standards. Hence, regulatory bodies such as the Financial Reporting Council of Nigeria (FRCN) should ensure transparent fee disclosures and enforce periodic audit quality reviews to balance auditor incentives and independence.


The study evaluates the moderating effect of Audit Committee Independence on the relationship between Audit Partner Rotation and Audit Quality of listed non-service companies in Nigeria. Hypothesis three (H03) posits that “Audit Committee Independence do not moderate the relationship between Audit Partner Rotation and Audit Quality of listed non service companies in Nigeria." The analysis, reflected in Table 9, The coefficient of Audit Partner Rotation (APR) is 0.4574 (Z = 1.48, p = 0.139), which is positive but not statistically significant even at the 10% level of significance as result the study failed to reject hypothesis three. However, the outcome was positive and significance without moderation where increase in Audit partner Rotation will lead to increase in accrual there by decreasing audit quality as can be seen in Table.8. This finding suggests that audit partner rotation has a weak and inconclusive effect on audit quality when moderated by audit committee independence. While rotation is designed to prevent familiarity threats and enhance objectivity, excessive frequency may disrupt continuity and reduce client-specific knowledge, thus offsetting potential benefits.
This outcome resonates with Chijoke et al., (2012) and Wuchun et al., (2010), who argue that the effectiveness of rotation policies depends largely on the institutional and enforcement context while it disagree with the study conducted by Brian et al., (2012) and Clive et al., (2014). Within Nigeria’s governance environment, the limited significance implies that audit committee independence alone may not sufficiently strengthen the benefits of rotation, necessitating complementary regulatory oversight and continuous auditor training.
From a sustainability perspective, this result indirectly relates to SDG 12 (Responsible Consumption and Production), as it reflects the need for efficiency and accountability in professional resource deployment ensuring that rotation policies yield genuine governance benefits rather than procedural compliance.

4.9 Conclusion and Recommendations

This study set out to examine the moderating effect of Audit Committee Independence (ACI) on the relationship between Audit Firm Independence (AFI), Audit Fees (AFE), Audit Partner Rotation (APR), and Audit Quality (ACQ) among listed non-service companies in Nigeria. Using robust econometric procedures notably the Feasible Generalised Least Squares (FGLS) and Panel-Corrected Standard Errors (PCSE) the study controlled for heteroskedasticity and firm-level variations to ensure reliability and policy relevance of the findings.

The empirical results revealed three major findings with significant theoretical, practical, and policy implications. First, Audit Firm Independence (AFI) exhibited a strong and statistically significant negative relationship with accruals, implying that enhanced auditor independence improves audit quality. This underscores the centrality of auditor autonomy in curbing earnings manipulation and fostering credible financial reporting. The moderating effect of ACI further amplified this positive relationship, confirming that audit committees with high independence strengthen external auditor objectivity and institutional accountability.
Second, Audit Fees (AFE) displayed a positive and significant relationship with accruals, indicating that higher fees, in the Nigerian context, may compromise audit quality through economic bonding and client dependence. Despite audit committees’ oversight, fee-induced bias persists where market competition and enforcement mechanisms are weak. This finding reinforces the need for balanced remuneration policies that preserve auditor independence while ensuring adequate resource allocation for quality audit delivery.
Third, Audit Partner Rotation (APR), though theoretically designed to refresh professional scepticism, showed an insignificant moderating effect when interacted with ACI. This suggests that rotation alone may not automatically enhance audit quality unless complemented by rigorous audit committee oversight and continuity mechanisms that preserve institutional memory.
Collectively, these findings affirm the interconnectedness of internal and external governance mechanisms in ensuring audit credibility. The results highlight that audit quality is not merely a function of regulatory compliance but of the effective synergy between independent audit firms and empowered audit committees. By strengthening these relationships, Nigeria can advance its pursuit of Sustainable Development Goal 16 (Peace, Justice, and Strong Institutions) promoting transparency, accountability, and ethical governance within the corporate and financial ecosystem.  As a result of the findings below are the policy and practical recommendations

1. Strengthen Audit Committee Independence and Expertise


Regulatory bodies such as the Financial Reporting Council of Nigeria (FRCN) and the Securities and Exchange Commission (SEC) should reinforce compliance with the 2018 Nigerian Code of Corporate Governance by ensuring that audit committees comprise a majority of independent and financially literate members. This will enhance oversight, improve auditor–client transparency, and reduce economic dependence risks. Such institutional strengthening contributes directly to SDG 16 by promoting robust governance frameworks and transparent corporate practices.

2. Establish Audit Fee Regulation and Disclosure Mechanisms

Excessive audit fees threaten auditor independence and erode stakeholder confidence. Therefore, there is a need for periodic audit fee benchmarking and disclosure requirements to ensure transparency and parity across firms. The FRCN should implement structured fee-review guidelines to discourage economic bonding, ensuring that fee structures reflect audit effort rather than client influence. This initiative aligns with SDG 8 (Decent Work and Economic Growth) by promoting fair compensation and sustainable professional standards in the audit industry.

3. Enhance Audit Partner Rotation Frameworks
The current partner rotation policy should be refined to balance independence with audit continuity. Regulators should consider rotation cycles of five to seven years, coupled with mandatory knowledge-transfer procedures to mitigate the loss of institutional expertise. Furthermore, audit committees should monitor rotation effectiveness as part of their annual evaluation of auditor performance. This supports SDG 12 (Responsible Consumption and Production) by ensuring that audit engagements utilise professional resources responsibly while maintaining quality assurance.

4. Institutionalise Joint Accountability Mechanisms

Strengthening collaboration between audit committees, external auditors, and regulatory bodies is essential to curbing systemic audit failures. The establishment of Audit Quality Review Panels at the industry level would ensure continuous assessment of audit engagements and compliance with ethical standards. Such multi-stakeholder accountability mechanisms foster stronger institutional integrity and align with SDG 9 (Industry, Innovation, and Infrastructure) by promoting innovative governance frameworks in corporate reporting.

5. Promote Capacity-Building and Continuous Professional Education

Audit quality enhancement depends heavily on auditor competence and governance literacy. Professional bodies such as ICAN and ANAN should integrate sustainability reporting, data analytics, and forensic audit modules into their continuing professional development programmes. Building capacity across both auditors and audit committee members ensures resilience in the face of evolving financial complexities and supports the attainment of SDG 4 (Quality Education) and SDG 16.

In essence, this study contributes to the empirical understanding of audit governance in emerging economies, particularly Nigeria, by demonstrating that audit quality thrives in environments where auditor independence and audit committee autonomy coexist under transparent and enforceable frameworks. It extends the discourse on audit quality beyond traditional firm characteristics to the governance architecture that moderates them, providing evidence that resonates with global audit reform efforts.
By aligning audit governance practices with the United Nations Sustainable Development Goals, especially SDGs 8, 9, 12, and 16, this study not only advances academic theory but also informs regulatory policy and professional practice. Future research should explore the dynamic interactions between audit technology adoption, ESG assurance, and audit quality to sustain Nigeria’s progress toward transparent, ethical, and globally competitive financial institutions.
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