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Abstract 

The main purpose of this study is to investigate the impact 

of audit committee independence and auditor type on 

compliance with accounting standards by the Nigerian 

insurance companies. The study covers ten-year period 

from 2007 – 2016, data was generated from annual report 

and account of sampled companies, regression analysis was 

used to analysed data, findings reveals that audit committee 

independence and auditor type have insignificant impact on 

compliance with accounting standards in the Nigerian 

insurance companies.. 

 

 

Introduction 

Financial reporting is a vehicle used to disseminate accounting information to various 

users. It is a channel of communication between an entity and stakeholders particularly 

on current activities of an enterprise to enable them make relevant economic decisions 

(Barde, 2009 and Samaila, 2014). Financial accounting information is prepared and 

presented in a structured manner and in a form easy to understand.  It is intended to be 

understandable by users who have a reasonable knowledge of business, economic and 

accounting. To ensure uniformity and comparability between accounting information 

prepared by different entities or of the same entity overtime, a set of guidelines and 

rules, common referred to as Generally Accepted Accounting Principles (GAAP) are 

used. These set of standards, guidelines or principles provide basis for the preparation 
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and presentation of financial statements, thus, accountants must comply as they are 

just like laws to accountant. According to ICAN (2014), accounting standards provide 

guidance on four issues namely recognition, measurement, presentation and 

disclosure.  

Maimako and Ayila (2015), posit that accounting standards are used in entity’s 

operating activities to provide the point of reference for maintaining accounting 

records and in preparing and presenting financial statements to meet the diverse needs 

of users. As guiding rules, accounting standards are expected to influence disclosures 

in financial statements preparation. However, recent failures of businesses resulting 

from inadequate disclosure and compliance with accounting standards requirements 

raised fundamental questions about the ability of accounting standards to enforce 

compliance with its principles. Global accounting scandals has resulted to the failure 

of many businesses across the globe , such as Enron, Lehman Brothers Ltd, AIG 

Insurance Ltd, Xerox, Arthur Anderson, WorldCom, Tyco International, Adelphia 

Communications, Global Crossing, Parmalat, Nortel and Crocus. As a result breaches 

of accounting rules and failure to comply with accounting standards 

Section 359 of Companies and Allied Matters Acts (CAMA) requires, every company 

to have an audit committee. The audit committee is a ‘sub-committee’ of the board of 

directors, and it reports to the main board. At least one board member of the committee 

should be financially literate and have knowledge of accounting or financial 

management.  All members should have basic financial literacy and be able to read 

and understand financial statements (ICAN 2014). A strong and independent audit 

committee is expected to reduce incidence of errors, irregularities and other indicators 

of unreliable reporting and    are commonly viewed as monitoring mechanisms that 

enhance the audit attestation function of external financial reporting. 

The extent of accounting standard compliance may be associated with audit firm size. 

Agency theory suggests that big audit firms act as a means to reduce agency costs and 

make use of monitoring role by limiting opportunistic behaviour by managers. 

Moreover, big audit firms are more likely to associate with clients with high level of 

compliance in their annual financial statements. Most of the literature on disclosure 

states that firms which are externally audited by big four (4) audit companies tend to 

disclose more information than companies audited by other firms. This increase 

occurs, because big audit firms contrary to small audit firms deal with many clients, 

and any loss that they incur from a possible decrease in their client portfolios as 

outcome of their requests for greater disclosure would be economically sustainable 

(Amico & Biscotti 2013 and Demir & Bahadir 2014). 

The Nigerian Insurance industry plays a vital role in growing the country’s economy 

as it gives confidence to individual businesses and corporate bodies to venture into 
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any profitable investment by indemnifying any loss as a result of insurable risk. 

Insurance industry also contributes to the economy through investments, therefore it 

has been considered worldwide as a key player in the financial service industry. 

The Nigeria National Insurance Commission (NAICOM) is the body responsible for 

regulating the insurance industry. The commission categorized the industry in to four 

tiers; insurers and reinsurers, insurance brokers; agents and loss adjusters. The insurers 

and reinsurers played the role in the industry by accepting to indemnify individual and 

corporate body of any loss or damage arising from unforeseen events, insurance 

brokers sell, solicits or negotiates insurance for compensation they work 

independently and they can offer a host of insurance products and services. Agents on 

the other hand are individuals who act as an intermediary between the insurance 

company and the individual or corporate availing insurance. Finally, loss adjusters are 

independent claims specialists who investigate complex or contentious claims on 

behalf of insurance companies.  

Despite the importance of Nigerian insurance industry to the economy, little attention 

in research is given to the disclosure and/or compliance with accounting standards in 

the industry.  Godwin (2018) and Onuah (2018) reported that there is non-compliance 

with operational rules and guidelines by insurance companies in the Nigerian industry. 

Accordingly, there is the need to examine the impact of audit committee independence 

and auditor type on compliance with accounting standards. Therefore, this study 

examines the impact of audit committee independence and auditor type on compliance 

with accounting standards in the Nigerian insurance industry. 

 

LITREATURE REVIEW AND HYPOTHESES DEVELOPMENT 

Auditor Type and Accounting Information Disclosure  

The extent of accounting standard compliance may be associated with audit firm size. 

The Agency theory suggests that big audit firms act as a means to reduce agency costs 

and make use of monitoring role by limiting the opportunistic behaviour by managers. 

Moreover, big audit firms are more likely to associate with clients that disclose a high 

level of information in their annual financial statements. Most of the literature on 

compliance states that firms which are externally audited by big four (4) audit 

companies tend to complied than companies audited by other firms. This increase 

occurs because big audit firms contrary to small audit firms deal with many clients and 

any loss that they could incur from a possible decrease in their client portfolios as 

outcome of their requests for greater compliance would be economically sustainable 

(Amico & Biscotti, 2013; Demir & Bahadir, 2014). Many studies demonstrated a 

significant relation between the extent of compliance and type of auditor, Glaum and 

Street (2003) documented a positive association between auditor type and compliance 
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among German New Market Companies. Consistent with this, were the findings 

(Aledo, García-Martínez, and Diazaraque, (2009)., 2009; Al-Ulis, 2006; Andrew, 

2015; Atanasovski, Serafimoska, Jovanovski &  Jovevski, 2015;  Umoren, 2009; 

Waresul Karim & Ahmed, 2005) while Al Mutawaa (2010);  Fakete, Matis, and 

Lukacs, (2008) and  Gonçalves and Lopes (2014 ) provide  no statistically significant 

between the two variables 

 

Hypotheses 1 

Auditor type does not have significant effect on compliance with accounting standards 

 

Audit Committee Independence and Accounting Information Disclosure  

Audit committees can be a monitoring mechanism that improves the quality of 

information flow between firm owners (shareholders and potential shareholders) and 

managers, especially in the financial reporting  environment  where  the  two  have  

disparate  information  levels, given  the  influence  of  audit  committees  on  the  

context and  content  of corporate  annual  reports and accounts. Aljifri, Alzarouni, & 

Tahir., (2014) posit that the structure of the audit committee determines the level of 

monitoring and thereby the level of compliance. It has been argued that firms with an 

effective and independent audit committee show high level of  compliance than firm 

with weak audit committee. The level of expertise is another factor which enhances 

the effectiveness of the audit committee. This expertise should be based on members 

of the audit committee who possess knowledge and experience in accounting and 

finance. Hence, it is assumed that having independent and qualified audit committee 

members enhances the quality of a firm’s financial compliance. Majority of previous 

studies (Barako, 2007; Muhamad, Shahimi, Yahya, & Mahzan, 2009; & Morris,  

Susilowati, &  Gray, 2012; Rouf, 2011) found that the audit committee influences 

compliance in contrast to the study by Aljifri, et al, (2014) that found that audit 

committee does not influence accounting information disclosure. 

 

Hypotheses 2 

Auditor committee does not have significant effect on compliance with accounting 

disclosure 

 

THEORETICAL FRAMEWORK 

The Agency theory 

The Agency theory is developed by Jensen and Meckling (1976), who define agency 

relationship as a form of contract between a company’s owners and its managers, 

where the owners appoint an agent (the managers) to manage the company on their 
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behalf.  In agency theory terms, the owners are principals and the managers are agents 

and there is an agency loss, which is the extent to which returns to the residual 

claimants, the owners, fall below what they would be if the principals, exercised direct 

control of the corporation. As a part of this arrangement, the owners must delegate 

decision-making authority to the management. The owners expect the agents to act in 

their best interests. Ideally, the ‘contract’ between the owners and the managers should 

ensure that the managers always act in the best interests of shareholders.  The Agency 

theory assumes that the agents tend to maximize their interests. This could create a 

problem when they decide what accounting information to disclose, as their interest 

could be either to maximize the shareholders' interests or to satisfy their personal needs 

(Sukthomya, 2011). The agency relationship results in information asymmetry due to 

the fact that managers can access information more than shareholders (Jensen & 

Meckling, 1976). According to Healy and Palepu (2001) regulations is one of the 

means of mitigating the agency problem, as they require managers to fully comply.   

The Agency theory also provides a framework that relates management towards 

compliance. It argues that management is likely to manipulate the information in the 

financial statements in its own favour by selecting accounting procedures that 
maximize their own utility (Jensing and Mechling, 1976 in Maimako & Ayila 2015). 

The need for financial reporting arises from Agency conflicts between management 

and shareholders and to ensure full compliance there is the need for a regulatory body 

(Standard Setters) that would prepare guideline on how accounting information can be 

reported by agent to principal.  
The Agency theory suggests that big audit firms act as a means to reduce agency costs 

and make use of monitoring role by limiting the opportunistic behaviour by managers. 

Similarly, compliance with accounting standard tends to increase in firms with an 

independent audit committee. The Agency theory assumed that firm audited by big 4 

and audit committee independence and have a positive relationship with compliance. 

 
METHODOLOGY 

Data for the study were collected from the annual reports and accounts of the selected 

insurance companies quoted on the floor of Nigeria Stock Exchange.  

The population of the study consists of all the insurance companies that are quoted on 

the Nigerian Stock Exchange (NSE). The population of the study is listed in Table 1: 

 

Table 1 Listed Insurance Companies in Nigeria 

S/N Company Year of Incorporation Year of Listing 

1 AFRICAN ALLIANCE INSURANCE COMPANY, PLC[MRF] 1960 2009 

2 AIICO INSURANCE PLC.  1970 1990 

3 AXAMANSARD INSURANCE, PLC  1989 2009 

http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGAFRINSURE4
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGAIICO00006
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGGTASSURE05
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4 CONSOLIDATED HALLMARK INSURANCE, PLC  1991 2008 

5 CONTINENTAL REINSURANCE, PLC  1985 2007 

6 CORNERSTONE INSURANCE COMPANY, PLC.  1991 1997 

7 CUSTODIAN AND ALLIED, PLC 1991 2007 

8 EQUITY ASSURANCE, PLC. 1984 2007 

9 GOLDLINK INSURANCE, PLC[MRS] 1993 2008 

10 GREAT NIGERIAN INSURANCE, PLC[BAA] 1960 2005 

11 GUINEA INSURANCE, PLC.[AWR] 1958 1990 

12 INTERNATIONAL ENERGY INSURANCE COMPANY, 

PLC[DIP] 

1969 2007 

13 LASACO ASSURANCE, PLC.  1979 1991 

14 LAW UNION AND ROCK INS., PLC.  1969 1990 

15 LINKAGE ASSURANCE, PLC  1991 2003 

16 MUTUAL BENEFITS ASSURANCE, PLC.[AWR] 1995 2002 

17 N.E.M INSURANCE CO (NIG), PLC.  1970 1990 

18 NIGER INSURANCE CO., PLC.[MRF] 1962 1993 

19 PRESTIGE ASSURANCE CO., PLC.  1970 1990 

20 REGENCY ALLIANCE INSURANCE COMPANY, PLC  1993 2008 

21 SOVEREIGN TRUST INSURANCE, PLC  1980 2006 

22 STANDARD ALLIANCE INSURANCE, PLC.  1981 2003 

23 STANDARD TRUST ASSURANCE, PLC  1991 2007 

24 UNITY KAPITAL ASSURANCE, PLC  1973 2009 

25 UNIVERSAL INSURANCE COMPANY, PLC[MRF] 1961 2008 

26 WAPIC INSURANCE PLC  1958 1972 

Source: Nigerian Stock Exchange www.nigerianstockexchange.com accessed on 

Thursday December 28, 2016 

 

Table 1 above shows the insurance companies listed on the Nigeria Stock Exchange 

(NSE) together with their year of incorporation and listing. To arrive at the working 

population of this study a filter was used. In order for a company to qualify for 

inclusion, it must have been listed on the Nigerian Stock Exchange on or before 31 

December, 2006. This criterion is established with a view to ensuring that the 

insurance companies have their published financial statements for the period covered 

by this study. As a result of this filter, the number of insurance companies in the 

population reduced to fourteen (14). African Alliance Insurance Company Plc, 

Axamansard Insurance, Plc, Consolidated Hallmark Insurance, Plc, Continental 

Insurance, plc, Custodian and Allied, Plc, Equity Assurance, Goldlink Insurance, Plc, 

http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGHMARKINS04
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGCONTINSUR9
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGCORNERST03
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGEQUITYASS2
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGGOLDINSUR8
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGGNIPLC0002
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGGUINEAINS0
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGINTENEGIN5
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGINTENEGIN5
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGLASACO0002
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGLAWUNION02
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGLINKASSUR7
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGMBENEFT000
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGNEM0000005
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGNIGERINS04
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGPRESTIGE00
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGREGALINS04
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGSOVRENINS5
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGSTDINSURE7
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGSTACO00002
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGUNITYKAP04
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGUNIVINSUR9
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGWAPIC00004
http://www.nigerianstockexchange.com/
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGAFRINSURE4
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGGTASSURE05
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGHMARKINS04
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGGOLDINSUR8
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International Energy Insurance Company, Regency Alliance Insurance Company, Plc, 

Standard Trust Assurance, Plc, Unity Kapital Assurance, Plc and  Universal Insurance 

Company, Plc are quoted after December, 2006 and thus excluded.  

The whole working population were taken as sample for this study since the population 

is small and all the required information is available from the annual reports and 

accounts of the sampled companies. 

 

The Variables of the Study and their Measurement  

There are three sets of variables covered by this study. These are the dependent and 

explanatory variables (independent variables and the control variable)  

 

The Dependent Variable.  

The dependent variable is the compliance with accounting standard among firms in 

the Nigerian insurance industry. To determine the compliance, the study used a self-

constructed compliance index (modified from previous studies Adekunle & Taiw, 

2013; Barde 2009; Muhammad 2017; Umoren, 2009; Yakasai, 2014) from two 

accounting standard SAS 16 and IFRS 4 as a proxy for the dependent variable. 

 

The Explanatory Variables 

Independent variables and their measurement together with control variables are 

explained below. 

(a) Auditor type measured as dichotomous variable 1 will be assigned if the 

firm is audited by big four, 0 otherwise   (Fakete, et al., 2008; Glaum, & 

Street, 2003; Nancy & Monday 2016). 

(b) Audit committee Independence: Proportion of non-executive directors 

on the audit committee (Muhammad, et al., 2009) 

 

Control Variable  

(c) Regulatory Regimes represented as dummy 1 for IFRS and 0 for GAAP 

(Jibrin, 2016)  

(d) Size measured as the logarithm of total assets (Waresul-Karim & Ahmed 

2005, Omoren 2009, Al Mutawaa, 2010, Hawashe, 2014, Uyar,  Gökçen, 

& Kılıç, 2016). 

(e) Age years passed since listed (Ibrahim 2014;  Kantudu 2006; Samaila 

2014).  

 

Method of Data Analysis  

Multivariate Regressions (Ordinary Lease Square (OLS), Fixed Effects (FE) and 

Random Effects RE) were used for the study and to ensure efficiency and consistency 

http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGREGALINS04
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGSTACO00002
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGUNITYKAP04
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGUNIVINSUR9
http://www.nigerianstockexchange.com/Issuers-section/listed-securities/company-details?isin=NGUNIVINSUR9
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of the OLS result, a post-estimation test, such as multicollinearity test, 

heterocedasticity test and normality test, ware used and Hausman specification test 

was conducted to select between Fixed Effects (FE) and Random Effects (RE).. 

 

Model Specification 

The study adapted the model of prior studies with some modifications of Ahmad 

(2015); Alfaraih (2009); Al-Ulis (2006);  Hawashe, (2014); Heniwati, (2012); 

Sukthomya (2011) and many  others. Based on the variables of the study, are proxies 

by Auditor Type (AT), Audit Committee Independence (AC), Firm Size (FZ), Firm 

Age (FA), Board Composition (BC) and Compliance Index (COM). 

COMit = f(, AT, AC, FS, FA,) 

COMit = β0 + β1ATit +β2ACit + β3FSit + β4FAit  β5IFRSit + eit  

Where; 

COM = Comliance index score. 

AT = auditor type for firm i in period t. 

AC = audit committee for firm i in period t 

FS = firm size for firm i in period t. 

FA = firm age for firm i in period t. 

IFRS = regulatory regime 1 for IForRS and 0 for GAAP 

e = error term. 

β1 – β5 = partial derivatives or the gradient of the independent variable. 

 

RESULT AND DISCUSSION  

Appendix shows the regression result of the study; this include validation test to test 

the fitness of the model. The view that there is a trade-off between the efficiency of 

the random effects (RE) approach and the consistency of the fixed effects (FE) 

approach, Hausman specification test is carried out to choose between fixed or random 

effects models. The, prob>chi2 is the criteria used to determine the efficiency of fixed 

and random effects regression results, and to also decide between the two. Therefore, 

if prob>chi2 is less than 0.05, fixed effects result is more efficient than random effects, 

and will be selected. On the other hand, if prob>chi2 is greater than or equal to 0.05, 

the reverse will be the case. However, the results of the test show that the model has 

0.0000 prob>chi2 values, which is less than 0.05 (appendices). Thus, fixed effects 

results were selected. The hausman specification test carried out reveals the Hausman 

Prob>chi2 value of 0.0000 which is less than 0.05 meaning that fixed effects is more 

appropriate. Hence the interpretations were done based on the fixed effects results. 

The OLS regression results revealed the cumulative of R2 (0.1895) which is the 

multiple coefficient of determining the proportion of variation in the dependent 
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variable explained by the explanatory variables jointly. The R2 signifies that 19% of 

total variation in compliance by Nigerian insurance companies is caused by 

explanatory variable, While, the remaining changes are as a result of other variables 

that are not addressed by the model. Similarly, OLS P-Values of 0.0000 and RE and 

FE P-values of 0.0000 and 0.0000 respectively, likewise F statistics of 2.78 proved 

that the model is fit. Therefore, the model is fit and the explanatory variables are 

properly selected, combined and used, the fixed effects results are more robust and 

also more efficient as revealed by hausman specification test, hence the analyses were 

done based on the fixed effects results. 

 The study tested hypotheses using 5% level of significance as it is commonly used in 

social sciences research. To determine if a hypothesis can be rejected or not 5% level 

of significance is used, the p >|t| value in the regression result would be compared with 

0.05. The null hypothesis is not rejected if the p >|t| value is more than 0.05, and 

rejected if it is less than 0.05.  

 

Table 2 

Variable Coef. Std. Err. t P>t 

Dependent Variable: Compliance Index 
 

AT 0.00428 0.024384 0.18 0.861 

AC 0.037332 0.054852 0.68 0.497 

SIZE 0.163486 0.042511 3.85 0.000* 

AGE 0.009959 0.003299 3.02 0.003* 

RREGIME 0.04092 0.017586 2.33 0.022** 

R Square 0.1895 
   

Adjusted R Square 0.1593 
   

F-Statistics 2.87 
   

Prob 0.000       

*significant at 1%, **significant at 5% 

 

Auditor Type and Compliance with accounting standards 

The result of the regression also shows that auditor type has a positive impact on 

compliance with accounting standards though statistically insignificant. This implies 

that firm audited by big four show high level of compliance than firm audited by other 

firms but statistically insignificant. The result is consistent with the finding by Al 

Mutawaa, (2010); Fakete, et al., (2008); Gonçalves and Lopes, (2014 ) however the 

result is also contrary to the study of Aledo, et al., (2009); Al-Ulis (2006);  

Atanasovski, et al., (2015); Andrew,  (2015); Umoren, (2009);  Waresul Karim, & 

Ahmed, ( 2005). The result is also inconsistent with agency theory which suggests that 
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big audit firms act as a means to reduce agency costs and make use of monitoring role 

by limiting opportunistic behavior by managers, big audit firms are more likely to 

associate with clients that disclose a high level of information in their annual financial 

statements.  

Contrary to agency theory which stated that big audit firms will reduce agency cost 

and would encourage compliance, the findings of the study reveals that compliance 

has nothing to do with the size of the audit firm, this implies that there is possibility of 

non-compliance even firm is audited by big four 

 

Testing of Hypothesis 

Hypothesis one of this study is stated in a null form as auditor type do not have impact 

on compliance in the Nigerian insurance industry.  From table 2 above auditor type 

have a p –value of 0. 0.861. Based on this result, auditor type is assumed to have no 

significance impact on compliance with accounting standard in the Nigerian insurance 

industry. Therefore, the null hypotheses cannot be rejected. 

 

Audit Committee Independence and Compliance with Accounting Standard 

The regression results in respect of audit committee independence and accounting 

compliance reveals positive insignificant impact. The result signifies that as the 

number of non-executive directors increase on the audit committee the level of 

compliance by the firm increase though statistically insignificant. This is to the fact 

that non-executive board members have less relationship with management, and they 

may encourage and support more accounting information disclosure The finding is 

consistent with the result of Aljifri, et al., (2014) and is in contrast with the study by 

Barako, (2007); Muhamad, et al., (2009); Morris, et al., (2012); Rouf, (2011) which 

found significant impact. 

 

Testing of Hypothesis 

Hypothesis two of this study is stated in a null form as audit committee independence 

do not have impact on compliance with accounting standard in the Nigerian insurance 

industry.  From table 2 above audit committee independence have a p –value of 0.497. 

Based on this result, audit committee independence is assumed to have no significance 

impact compliance with accounting standard in the Nigerian insurance industry. 

Hence, the null hypotheses cannot be rejected. 

 

SUMMARY AND CONCLUSION  

This study examined the impact of audit committee independence and auditor type on 

accounting standards compliance of listed insurance companies in Nigeria. The study 
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is cramped to listed insurance companies in Nigeria and covers the period of ten years 

(2007 to 2016), data was generated from annual report and account of sampled 

companies. Findings reveals that audit committee independence and audit committee 

has nothing to do with compliance with accounting standard rather its size of the firm 

and age together with regulatory regime that influence the level of compliance with 

accounting standards. 
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      2.  Maximum number of variables is set to 5000; see help set_maxvar. 

 

Checking for updates... 

(contacting http://www.stata.com) 

host not found 

http://www.stata.com did not respond or is not a valid update site 

unable to check for update; verify Internet settings are correct. 

 

. *(8 variables, 140 observations pasted into data editor) 

 

. xtset company year 

       panel variable:  company (strongly balanced) 

        time variable:  year, 2007 to 2016 

                delta:  1 unit 

 

.  

. regress comp at ac size age rregime 

 

      Source |       SS           df       MS      Number of obs   =       140 

-------------+----------------------------------   F(5, 134)       =      6.27 

       Model |  .096468747         5  .019293749   Prob > F        =    0.0000 

    Residual |  .412587209       134  .003079009   R-squared       =    0.1895 

-------------+----------------------------------   Adj R-squared   =    0.1593 

       Total |  .509055956       139  .003662273   Root MSE        =    .05549 

 

------------------------------------------------------------------------------ 

        comp |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval] 

-------------+---------------------------------------------------------------- 

          at |  -.0000537   .0098402    -0.01   0.996    -.0195159    .0194085 

          ac |   .0126271   .0437064     0.29   0.773    -.0738165    .0990708 

        size |   .0618255   .0210541     2.94   0.004     .0201841    .1034668 

         age |   .0007742   .0005689     1.36   0.176     -.000351    .0018994 

     rregime |   .0234319   .0102267     2.29   0.024     .0032054    .0436585 

       _cons |   .4250409   .1405131     3.02   0.003     .1471305    .7029513 

------------------------------------------------------------------------------ 

 

. estat hettest 
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Breusch-Pagan / Cook-Weisberg test for heteroskedasticity  

         Ho: Constant variance 

         Variables: fitted values of comp 

         chi2(1)      =     0.03 

         Prob > chi2  =   0.8613 

 

. estat vif 

    Variable |       VIF       1/VIF   

-------------+---------------------- 

        size |      1.33    0.751607 

         age |      1.25    0.801502 

          ac |      1.20    0.831576 

     rregime |      1.19    0.841154- 

          at |      1.10    0.908705 

-------------+---------------------- 

    Mean VIF |      1.21 

 

. sktest comp 

 

                    Skewness/Kurtosis tests for Normality 

                                                          ------ joint ------ 

    Variable |        Obs  Pr(Skewness)  Pr(Kurtosis) adj chi2(2)   Prob>chi2 

-------------+--------------------------------------------------------------- 

        comp |        140     0.0228        0.7698        5.22         0.0736 

 

. xtreg comp at ac size age rregime, re 

 

Random-effects GLS regression                   Number of obs     =        140 

Group variable: company                         Number of groups  =         14 

 

R-sq:                                           Obs per group: 

     within  = 0.2276                                         min =         10 

     between = 0.2290                                         avg =       10.0 

     overall = 0.1888                                         max =         10 

                                                Wald chi2(5)      =      32.27 

corr(u_i, X)   = 0 (assumed)                    Prob > chi2       =     0.0000 

------------------------------------------------------------------------------ 

        comp |      Coef.   Std. Err.      z    P>|z|     [95% Conf. Interval] 



Page 82 of 422                                                              JMSE Vol. 19 (7) 2019 ISSN – 2370-9878 

 
 
 

-------------+---------------------------------------------------------------- 

          at |   .0002706   .0108529     0.02   0.980    -.0210006    .0215419 

          ac |   .0148649   .0455592     0.33   0.744    -.0744294    .1041592 

        size |   .0701354   .0228729     3.07   0.002     .0253054    .1149655 

         age |   .0008298   .0006373     1.30   0.193    -.0004193    .0020788 

     rregime |   .0216122   .0103027     2.10   0.036     .0014193     .041805 

       _cons |   .3656172   .1532999     2.38   0.017     .0651549    .6660795 

-------------+---------------------------------------------------------------- 

     sigma_u |  .00908396 

     sigma_e |  .05104115 

         rho |  .03070205   (fraction of variance due to u_i) 

------------------------------------------------------------------------------ 

 

. estimates store random 

 

. xtreg comp at ac size age rregime, fe 

 

Fixed-effects (within) regression               Number of obs     =        140 

Group variable: company                         Number of groups  =         14 

 

R-sq:                                           Obs per group: 

     within  = 0.3265                                         min =         10 

     between = 0.2103                                         avg =       10.0 

     overall = 0.0879                                         max =         10 

                                                F(5,121)          =      11.73 

corr(u_i, Xb)  = -0.9359                        Prob > F          =     0.0000 

------------------------------------------------------------------------------ 

        comp |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval] 

-------------+---------------------------------------------------------------- 

          at |   .0042754    .024384     0.18   0.861      .05255    .0439992 

          ac |   .0373315   .0548517     0.68   0.497    -.0712619    .1459249 

        size |   .1634859   .0425113     3.85   0.000     .0793236    .2476482 

         age |   .0099591   .0032991     3.02   0.003     .0034276    .0164906 

     rregime |   .0409221   .0175859     2.33   0.022     .0757381    .0061062 

       _cons |  -.4209511   .2808103    -1.50   0.136    -.9768892    .1349871 

-------------+---------------------------------------------------------------- 

     sigma_u |  .09614052 

     sigma_e |  .05104115 
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         rho |  .78011859   (fraction of variance due to u_i) 

------------------------------------------------------------------------------ 

F test that all u_i=0: F(13, 121) = 2.87                     Prob > F = 0.0012 

 

. estimates store fixed 

 

. hausman fixed random 

 

                 ---- Coefficients ---- 

             |      (b)          (B)            (b-B)     sqrt(diag(V_b-V_B)) 

             |     fixed        random       Difference          S.E. 

-------------+---------------------------------------------------------------- 

          at |   -.0042754     .0002706       -.0045461        .0218356 

          ac |    .0373315     .0148649        .0224665        .0305462 

        size |    .1634859     .0701354        .0933504        .0358335 

         age |    .0099591     .0008298        .0091294         .003237 

     rregime |   -.0409221     .0216122       -.0625343         .014252 

------------------------------------------------------------------------------ 

                           b = consistent under Ho and Ha; obtained from xtreg 

            B = inconsistent under Ha, efficient under Ho; obtained from xtreg 

 

    Test:  Ho:  difference in coefficients not systematic 

 

                  chi2(5) = (b-B)'[(V_b-V_B)^(-1)](b-B) 

                          =       25.34 

                Prob>chi2 =      0.0001 

                (V_b-V_B is not positive definite) 

 

 

  


