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 Abstract. Going concern describes the company's ability to maintain its 
business continuity. The auditor can issue a going concern audit opinion 
if the company's condition is doubtful in its business continuity. Based on 
this premise, this study investigated the effect of corporate governance 
mechanisms on the going concern likelihood of Deposit Money Banks 
(DMBs) in Nigeria. The study used an ex post facto research design. The 
secondary data source was collected from the published annual financial 
reports of the studied DMBs in Nigeria. The study covered fifteen  DMBs 
in Nigeria, ranging from 2013 to 2021. The data collected were analysed 
using logistic regression analysis using STATA software. Findings from 
the research show that board financial expertise and independence 
negatively and significantly affect the likelihood of DMBs in Nigeria. The 
study also indicates audit firms' size positively affects going concern 
likelihood. While audit tenure shows a negative and significant impact on 
the going concern likelihood of DMBs in Nigeria. Based on the above 
findings, the study recommends that the authorities ensure that the board 
has the requisite financial expertise to oversee the financial reporting, risk 
management, and decision-making of the DMB. The regulatory authorities 
should also investigate cases of the perceived failure of the board to 
perform its oversight function and take appropriate disciplinary actions 
against erring board members. 
Keywords: board financial expertise; board independence; audit firm size; 
audit tenure; going concern. 

 

INTRODUCTION 

Going concern is integral to an entity's financial 
reporting regarding a business's long-term via-
bility and continuity. This assumption necessi-
tates that the company can maintain its existence 
and will persist in conducting its operations in 
the foreseeable future. The company's capacity to 
sustain its operations, commonly called the "go-
ing concern" concept, is frequently linked to its 
managerial proficiency in effectively overseeing 
its activities to ensure continuity. When a com-
pany's financial stability is compromised, share-
holders anticipate timely notification of potential 
financial distress. This notification is often facili-
tated by an external auditor, an independent en-
tity responsible for issuing statements regarding 
the company's financial status [1]. 

The failures of major corporations like Enron 
Corporation, WorldCom, and Tyco International 

in the United States, which boasts some of the 
best-regulated and most efficient capital markets 
in the world, have brought to light the urgent 
need to improve corporate governance systems 
in both developing countries and countries that 
have already developed their economies. In addi-
tion, several scandals occurred in other coun-
tries, such as the one involving Parmalat in Italy 
in 2003, Bre-X and YBM Magnex in Canada in 
1997, Royal Ahold in the Netherlands in 2003, 
Credit Lyonnais and Vivendi in 1993 and 2002, 
respectively, Metalgesellschaft in Germany in 
1994, and HIH Insurance Ltd. in Australia in 
2001, further emphasise the necessity of priori-
tising effective corporate governance practices 
worldwide. 

In addition, Nigeria has experienced several bank 
failures as a direct result of insufficient corporate 
governance practices and other contributing fac-
tors. The financial institutions that participated 
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in the scandal were Afribank, Intercontinental 
Bank, Oceanic Bank, Equatorial Trust Bank, and 
Bank PHB. All of these problems have made it 
more difficult for businesses all over the world to 
continue operations as usual. It is, therefore, es-
sential to improve financial reporting that is both 
accurate and objective to adequately value secu-
rities and instil confidence in the capital market 
among investors. Thus, businesses must improve 
their monitoring and controlling mechanisms to 
address their financial difficulties, particularly 
the likelihood of continuing operations.  

A considerable body of research has explored the 
association between the going concern opinion 
and corporate governance mechanisms, with a 
predominant emphasis on countries other than 
Nigeria. The findings of these studies have 
demonstrated a lack of consensus. Although 
these studies have yielded valuable insights 
about the subject matter, it is imperative to 
acknowledge that their findings may not be read-
ily transferable to the Nigerian context. The pre-
sent study aims to overcome this constraint by 
conducting research in a distinct national con-
text, namely Nigeria. The objective is to investi-
gate the association between corporate govern-
ance and the issuance of going concern opinions, 
focusing on listed deposit money banks. The de-
cision to prioritise the Nigerian context holds ex-
cellent significance owing to the notable differ-
ences in institutional frameworks and litigation 
landscapes between developing markets, such as 
Nigeria, and developed markets. The applicability 
of research outcomes obtained in developed 
markets may be constrained when applied to the 
Nigerian context due to variations in cultural 
norms, legal frameworks, regulatory structures, 
and market dynamics. 

Regarding the empirical studies, the reporting of 
going concern information in companies' annual 
reports is still lacking in Nigeria. Hence, this re-
search addresses the literature gap. This study 
examines corporate governance mechanisms' 
effect on ongoing concerns in listed deposit mon-
ey banks in Nigeria. The specific goals are to: 

1. Examine the impact of board expertise on on-
going problems in listed deposit money banks in 
Nigeria.  

2. Assess the effect of board independence ongo-
ing concern in listed deposit money banks in Ni-
geria.  

3. Ascertain the audit firm size on ongoing prob-
lems in listed deposit money banks in Nigeria.  

4. Determine the effect of audit tenure ongoing 
concern in listed deposit money banks in Nigeria.  

In line with the objectives stated above, the fol-
lowing hypotheses were developed: 

Ho1: Board expertise has no significant effect on 
the going concern of listed DBMs in Nigeria 

Ho2: Board independence has no considerable 
impact on the going concern of listed DBMs in 
Nigeria 

Ho3: Audit firm size has no significant effect on 
the ongoing problem of listed DBMs in Nigeria 

Ho4: Audit tenure has no considerable impact on 
the going concern of listed DBMs in Nigeria 

 

Literature Review  

Concept of Going Concern Likelihood. The proba-
bility of a going concern pertains to evaluating a 
firm's capacity to sustain its operations in the 
foreseeable future. The consideration of financial 
reporting is a fundamental component that sig-
nificantly impacts the formulation of financial 
statements, encompassing the balance sheet, in-
come statement, and cash flow statement [2]. 

The going concern assumption is a fundamental 
tenet in the field of accounting, positing that a 
business entity will persist in its operations 
without any foreseeable cessation in the foresee-
able future. Hence, when preparing financial 
statements, accountants and auditors must eval-
uate the probability of a company's sustained vi-
ability as a going concern. Assessing a going con-
cern entails the examination of the company's 
financial status, operational efficacy, and pro-
spective outlook. Accountants and auditors ana-
lyse various economic indicators, including li-
quidity ratios, solvency ratios, and profitability 
ratios, to assess the adequacy of a company's fi-
nancial resources for fulfilling its obligations. Ad-
ditionally, the evaluators will analyse the organi-
sation's capacity to generate income, effectively 
manage expenses, mitigate risks, and maintain 
competitiveness within its respective industries. 

Board Financial Expertise and Going Concern. 
Board expertise can play a critical role in as-
sessing the going concern likelihood of a compa-
ny. The board of directors oversees the compa-
ny's management, including its financial perfor-
mance, risk management, and strategic direction 
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[3]. The board's collective knowledge, skills, and 
experience can be valuable in evaluating the 
company's ability to continue operating as a go-
ing concern. Board members with financial ex-
pertise, such as certified public accountants 
(CPAs) or financial analysts, can provide insight 
into the company's financial statements and fi-
nancial performance. They can help evaluate the 
company's liquidity, solvency, and profitability 
ratios, as well as its economic forecasts and pro-
jections [4]. 

Board members with financial expertise can also 
help identify potential financial risks to the com-
pany's ability to continue as a going concern. 
They can evaluate the effectiveness of the com-
pany's internal controls and risk management 
policies and procedures and guide on addressing 
any identified weaknesses. Moreover, board 
members with financial expertise can help en-
sure the company complies with accounting 
standards and regulations related to going con-
cern assessments. For example, they can evaluate 
the appropriateness of management's assump-
tions and estimates associated with the going 
concern assessment and review the adequacy of 
disclosures related to going concern uncertain-
ties in the financial statements [5]. 

Board Independence and Going Concern. The as-
sessment of a company's going concern likeli-
hood can be significantly influenced by the de-
gree of board independence. The presence of an 
autonomous board of directors can offer an im-
partial evaluation of the financial well-being of 
the organisation and the probability of its sus-
tained operation. According to [4], independent 
board members can pose complex inquiries and 
question the assumptions and estimations made 
by management concerning assessing ongoing 
concerns. 

Establishing an autonomous governing body can 
also guarantee the company's adherence to ac-
counting standards and regulations about evalu-
ations of ongoing concerns. An independent 
board can assess the suitability of management's 
assumptions and estimations about evaluating 
the going concern status. Additionally, it can 
scrutinise the adequacy of the disclosures con-
cerning uncertainties related to the going con-
cern in the financial statements [6]. More, includ-
ing independent board members, can offer signif-
icant expertise and experience in evaluating the 
economic wellbeing and potential risks associat-
ed with the company. Additionally, they can pro-

vide a novel viewpoint and innovative concepts 
to tackle any identified deficiencies effectively. 

Audit Firm Size and Going Concern. The size of an 
audit firm is a factor that can potentially influ-
ence the probability of an auditor issuing a going 
concern opinion. The scale of the audit firm may 
influence the decision, as larger firms possess 
more excellent resources and expertise to evalu-
ate the company's financial state comprehensive-
ly. Numerous empirical investigations have been 
undertaken to examine the correlation between 
the size of audit firms and the issuance of going 
concern opinions. According to [3], it was ob-
served that audit firms of more significant size 
exhibited a reduced propensity to issue a going 
concern opinion. This observation implies that 
such firms may possess enhanced resources and 
expertise, enabling them to evaluate the organi-
sation's financial state comprehensively. The re-
search additionally revealed that the magnitude 
of a client's business, as measured by the size of 
the audit firm, played a substantial role in deter-
mining the probability of receiving a going con-
cern opinion, with smaller clients exhibiting a 
higher likelihood of acquiring such an opinion. It 
was discovered that there exists a positive corre-
lation between the size of an audit firm and the 
probability of issuing a going concern opinion. 
This finding implies that larger audit firms tend 
to exercise greater prudence when evaluating the 
financial state of a company. Additionally, the re-
search revealed that the impact of audit firm size 
on the issuance of going concern opinions was 
more prominent in instances where the client 
exhibited a less robust financial standing. This 
implies that the magnitude of the audit firm's size 
could hold significant relevance in evaluating 
companies that face a heightened likelihood of 
insolvency. 

Audit Tenure and Going Concern. The duration of 
an auditor's tenure is an additional variable that 
can influence the probability of an auditor issuing 
a going concern opinion. Audit tenure is a term 
used to describe the duration of the professional 
relationship between an audit firm and its client. 
As the time of audit tenure extends, auditors may 
develop a heightened sense of familiarity with 
the client, potentially leading to an increased 
likelihood of overlooking potential financial chal-
lenges. This may decrease the probability of issu-
ing a going concern opinion when justified. Nu-
merous empirical investigations have been un-
dertaken to examine the correlation between the 
duration of audit tenure and the issuance of go-
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ing concern opinions. In a study conducted by 
[3], it was discovered that there exists a positive 
correlation between audit tenure and the proba-
bility of issuing a going concern opinion. This im-
plies that as the duration of audit tenure increas-
es, auditors may be more inclined to give a going 
concern opinion. 

Additionally, the research revealed that the im-
pact of audit tenure on the issuance of going con-
cern opinions was more prominent in instances 
where the client exhibited a less robust financial 
standing. This implies that the duration of audit 
tenure could be particularly significant when 
evaluating companies at a heightened risk of in-
solvency. The probability of an audit engagement 
resulting in a going concern opinion was more 
important during the initial year than in subse-
quent years. The study posits that auditors may 
exhibit higher prudence in their evaluations dur-
ing the initial year of the engagement. As they 
gain a deeper understanding of the client and its 
financial standing, there is a tendency for audi-
tors to display a decreased likelihood of issuing a 
going concern opinion in subsequent years.  

 

Theoretical Framework 

Agency theory posits that a distinct division ex-
ists between ownership and control within pub-
licly traded corporations, thereby creating a po-
tential conflict of interest between managers and 
shareholders. Within this particular framework, 
the primary duty of the board of directors is to 
advocate for the concerns and welfare of share-
holders while ensuring that managers act in a 
manner that aligns with the shareholders' best 
interests [7]. 

The presence of board expertise and independ-
ence are crucial attributes of a board that can 
significantly influence the quality of financial re-
porting and the probability of a going concern 
opinion being issued. A committee comprising 
individuals with advanced financial expertise 
may possess enhanced capabilities to recognise 
potential economic challenges and engage in 
more rigorous inquiry with management, there-
by improving the overall financial reporting 
standard. Similarly, a board that exhibits greater 
independence is less susceptible to the influence 
of control and may demonstrate a greater pro-
pensity to scrutinise management's claims re-
garding the organisation's financial state. 

Factors related to audit quality, such as the size 
of the audit firm and the length of the audit ten-
ure, can also influence the probability of issuing a 
going concern opinion. Audit firms of a larger 
scale possess more excellent resources and spe-
cialised knowledge, enabling them to perform a 
more comprehensive audit. Consequently, this 
enhanced audit process yields a higher calibre 
audit and a more precise evaluation of the com-
pany's financial standing. Nevertheless, it has 
been previously discussed by [8] that extended 
audit tenure has the potential to result in auditor 
complacency. 

The utilisation of agency theory in this context 
implies that board characteristics and audit qual-
ity factors can serve as mechanisms to align the 
interests of managers and shareholders effective-
ly. Boards characterised by enhanced financial 
expertise and independence play a crucial role in 
safeguarding shareholders' interests by ensuring 
that management acts in their best interest. Addi-
tionally, high-quality audits strengthen the de-
pendability of financial reporting, thereby shield-
ing shareholders from potential financial losses. 

Examining board characteristics and audit quali-
ty factors is essential in the context of listed de-
posit money banks in Nigeria due to the pivotal 
role these banks hold in the Nigerian economy. It 
is crucial to comprehend the influence of these 
factors on the probability of a going concern 
opinion being issued. By analysing the factors 
that influence the likelihood of a going concern 
opinion being issued within this particular con-
text, regulators and stakeholders can enhance 
their comprehension of the financial reporting 
quality within these banks. Consequently, they 
can implement measures to guarantee that these 
institutions operate securely and prudently. 

 

METHODOLOGY 

The study adopted 'an ex-post facto research de-
sign. The study population comprises all 25 listed 
Deposit Money Banks (DMBs) in Nigeria as of 
31st December 2021. This study used a second-
ary source of data collection.  

The study has selected a specific population of 
banks for analysis, and the researchers have em-
ployed a censoring sampling technique to suit the 
chosen research model. Here is an expansion of 
the provided information: 

1. Dropping Banks Not Listed as of 2012. 
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2. Eliminating Banks No Longer in Existence or 
Delisted. 

3. Eliminating Banks with Insufficient Data Rec-
ords. 

After applying these filters, ten banks were elim-
inated, and the remaining 15 met all the criteria. 
The data was collected from the annual reports 
and bank accounts for nine years (2013 to 2021). 
The data analysis technique used in this study 
was logistic regression. In addition to using the 
Log-likelihood value, the model feasibility test in 
this study also uses Hosmer and Lemeshow's 
goodness of fit test.  

 

Model Specification:  

GCL=β0+β1BFEX+β2BI+β3AFSit+β4ATEN+ 
β4LEV+ ε  

where GCL – Going Concern Likelihood; β0 – In-
tercept; β1 to β5 – coefficient of slop or regression 
coefficient; BEXP – Board Expertise; BI – board 
independence; AFS – Audit Firm Size; ATEN – 
Audit Tenure; LEV – Leverage; ε – error term. 

 

Table 1 – Variable Measurement  
Variable Measurement 

Going Concern 
Likelihood – De-
pendent variable  

Score one if a company ob-
tained a modified audit opin-
ion and 0 if otherwise. 

Board Expertise – 
Independent var-
iable 

Board expertise in the board 
was measured by the per-
centage of total members of 
the board with accounting 
and finance knowledge.  

Board independ-
ence – Independ-
ent variable 

A dummy variable that equals 
one if independent directors 
are present on the board and 
0 otherwise 

Audit Firm Size – 
Independent var-
iable 

takes a value of 1 if an audit 
firm is a Big Four or 0 if a non-
big Four. 

Audit Tenure – 
Independent var-
iable 

Auditors Tenure is computed 
as "1" for companies that 
hired external auditors that 
stayed for ten years and "0" 
for auditors with less than ten 
years of engagement.  

Leverage (control 
variable)  

total debt divided by the total 
equity 

 

 

RESULTS AND DISCUSSIONS  

Table 2 presents the statistical summary of the 
going concern likelihood of Deposit Money Banks 
(DMBs) in Nigeria. 

 

Table 2 – Descriptive Statistics 
Variables Mean Std. Dev. Min Max 
GCL .6218487  .4869761  0  1 
BEXP .2454989  .1280962 .0769231  .5 
BI .3174539  .1392245 .0909091  .75 
AFS .6416667  .4815213 0 1 
AT .8907563  .3132637 0 1 
LEV .472408  .1903619 .0895  .928887 

 

The mean value of the going concern likelihood 
for the DMBs is 0.6218487, indicating that, on 
average, the banks have a higher probability of 
continuing their operations in the future. The 
standard deviation of the going concern likeli-
hood is 0.4869761, which indicates that the data 
points are spread out from the mean. The mini-
mum value of the going concern likelihood is 0, 
which means that some DMBs have a very low 
probability of continuing their operations in the 
future. The maximum value of the going concern 
likelihood is 1, which means that some DMBs 
have a very high chance of continuing their oper-
ations in the future. 

The mean value of the board financial expertise 
for the DMBs is 0.2454989, indicating that, on 
average, the banks' boards of directors have 
some financial knowledge. The board's financial 
expertise standard deviation is 0.1280962, which 
suggests that the data points are relatively close 
to the mean. The minimum value of the board's 
financial expertise is 0.0769231, which means 
that some DMBs have a board with relatively low 
financial knowledge. The maximum value of the 
board's financial expertise is 0.5, which means 
that some DMBs have a board with a relatively 
high financial understanding. Table 2 also pre-
sents the statistical summary of the board inde-
pendence of Deposit Money Banks (DMBs) in Ni-
geria. The mean value of the board independence 
for the DMBs is 0.3174539, indicating that, on 
average, the banks' boards of directors have 
some level of independence. The standard devia-
tion of the board independence is 0.1392245, 
which suggests that the data points are relatively 
spread out from the mean. The minimum value of 
board independence is 0.0909091, which means 
that some DMBs have a relatively low level of 
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board independence. The maximum value of 
board independence is 0.75, which means that 
some DMBs have a relatively high level of board 
independence. The mean value of the AFS for the 
DMBs is 0.6416667, indicating that, on average, 
the banks engage rather large audit firms. The 
standard deviation of the AFS is 0.4815213, 
which suggests that the data points are spread 
out from the mean. The minimum value of the 
AFS is 0, which means that some DMBs engage 
small audit firms. The maximum value of the AFS 
is 1, which means that some DMBs hire giant au-
dit firms. 

The mean value of the audit tenure for the DMBs 
is 0.8907563, indicating that, on average, the 
banks have engaged the same audit firm for a 
relatively long period. The standard deviation of 
the audit tenure is 0.3132637, which indicates 
that the data points are spread out from the 
mean. The minimum value of the audit tenure is 
0, meaning some DMBs frequently engage new 
audit firms. The maximum value of the audit ten-
ure is 1, meaning that some DMBs hire the same 
audit firm for a very long time. 

The mean value of the leverage (LEV) for the 
DMBs is 0.472408, indicating that, on average, 
the banks have financed their assets with moder-
ate debt. The standard deviation of the leverage 
is 0.1903619, which suggests that the data points 
are relatively spread out from the mean. The 
minimum value of the leverage is 0.0895, which 
means that some DMBs have a relatively low lev-
el of debt financing. The maximum value of the 
leverage is 0.928887, which means that some 
DMBs have a relatively high level of debt financ-
ing. 

Table 3 shows that there is a negative relation-
ship between the going concern likelihood and 
the board expertise (exp) and board independ-
ence (BI) of Deposit Money Banks (DMBs) in Ni-
geria. 

 

Table 3 – Correlation Result 
 GCL BEXP BI AFS AT LEV 
GCL 1.0000      
BEXP -0.3666 1.0000     
BI -0.3316 0.2071 1.0000    
AFS 0.0072 -0.2208 -0.0142 1.0000   
AT 0.2121 0.0088 -0.0813 -0.0115 1.0000  
LEV -0.1962 0.0645 0.0247 0.4689 0.2029 1.0000 

 

The correlation coefficient between going con-
cern likelihood and board expertise is -0.3666, 
while the correlation coefficient between going 
concern likelihood and board independence is -
0.3316. A negative correlation means that as the 
value of one variable (in this case, board exper-
tise and board independence) increases, the val-
ue of the other variable (going concern likeli-
hood) decreases. In other words, banks with 
higher levels of board expertise and independ-
ence are less likely to have going concern issues. 
The negative relationship between going concern 
likelihood and board expertise and freedom is 
not surprising, as a competent and independent 
board is expected to provide adequate oversight 
and governance, which can help prevent financial 
distress and going concern problems. Therefore, 
the results from Table 3 suggest that DMBs in 
Nigeria with boards with higher levels of exper-
tise and independence are less likely to have on-
going concern issues. 

The study also shows a positive relationship be-
tween going concern likelihood and audit firm 
size (AFS) and audit tenure, as indicated by the 
correlation coefficients of 0.0072 and 0.2121, re-
spectively. A positive correlation means that as 
the value of one variable (in this case, audit firm 
size and audit tenure) increases, the value of the 
other variable (going concern likelihood) also 
increases. This suggests that banks that have en-
gaged larger audit firms or have had longer audit 
tenure are more likely to have going concern is-
sues. The positive relationship between going 
concern likelihood and audit firm size and term 
could be due to various reasons. For instance, 
larger audit firms may have more clients and, 
therefore, may be unable to provide each client 
with the same level of attention and quality of 
service. Similarly, longer audit tenure could lead 
to complacency on the part of the auditor, lead-
ing to potential audit failures and ongoing con-
cern issues. 

A negative correlation coefficient of -0.1962 be-
tween going concern likelihood and financial lev-
erage in Table 2 suggests that as economic lever-
age increases, the possibility of a company being 
a going concern decreases. In other words, these 
two variables have an inverse relationship - 
when one goes up, the other goes down. This 
negative relationship between financial leverage 
and going concern likelihood may be because 
higher levels of financial leverage can increase a 
company's financial risk and make it more vul-
nerable to financial distress or bankruptcy. In 
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contrast, lower levels of financial leverage may 
indicate a stronger financial position, increasing 
the likelihood that the company will continue to 
operate as a going concern. 

 

Table 4 – Hosmer and Lemeshow's goodness-of-fit.  
Step Chi2 Sig 
1  Hosmer–Lemeshow 

chi2(8) = 9.33 
Prob > chi2 = 0.3155 

 

Hosmer and Lemeshow's test statistic is 9.33 
with a significance probability of 0.3155, and 
they concluded that the model had met the data 
adequacy (fit) because the null hypothesis was 
accepted. 

Table 5 shows that the Pseudo R2 is 0.2422, 
which means that 24% of the variation in GCL of 
DMBs in Nigeria is explained jointly by the inde-
pendent variables captured in the model. The ta-
ble also shows that the model is fitted, as evi-
denced by the LR chi2(5) of 31 (as indicated by 
the P-value of 0.00). 

 

Table 5 – Summary of Logistic Regression Analysis 
 Coeffi Std. Err. z  P>|z| 
BEXP -5.874213  2.13492 -2.75  0.006 
BI -5.107748  2.064089 -2.47  0.013 
AFS .3680248  .5993474 0.61  0.539 
AT 2.008075  .8144384 2.47  0.014 
LEV -3.629658  1.597867 -2.27  0.023 
Pseudo R2  0.2422    
LR chi2(5)  31.21    
Prob > chi2  0.0000    

 

Table 5 shows that board financial expertise sig-
nificantly affects the going concern likelihood 
(GCL) of listed DMBs in Nigeria as indicated by 
the coefficient of -5.874213 with a P-value of 
0.006, which is statistically insignificant at a 5% 
significance level. The negative coefficient for 
board financial expertise suggests that compa-
nies with more board financial expertise are as-
sociated with lower GCL, which may be because 
financial experts on the board are more likely to 
identify potential financial risks and take 
measures to mitigate them. 

The coefficient of -5.107748 suggests that board 
independence hurts the going concern likelihood 
(GCL) of listed Deposit Money Banks (DMBs) in 
Nigeria. This means that as the level of board in-

dependence increases, the GCL of the listed DMBs 
decreases. Furthermore, the p-value associated 
with the coefficient is 0.013, less than the 5% 
level of significance commonly used in hypothe-
sis testing. This indicates that the negative rela-
tionship between board independence and GCL 
is statistically significant at the 5% significance 
level. These findings suggest that having a higher 
level of board independence can lead to a lower 
likelihood of listed DMBs being a going concern. 
This may be because independent board mem-
bers are less likely to be influenced by manage-
ment and can provide a more objective assess-
ment of the company's financial position and 
risks.  

The coefficient of .3680248 suggests that audit 
firm size, explicitly being a member of the Big 4, 
positively affects the going concern likelihood 
(GCL) of listed Deposit Money Banks (DMBs) in 
Nigeria. However, the p-value associated with the 
coefficient is 0.539, more significant than the 5% 
level of significance commonly used in hypothe-
sis testing. This indicates that the relationship 
between audit firm size and GCL is statistically 
insignificant at the 5% significance level. In other 
words, insufficient evidence suggests that being 
audited by a Big Four firm significantly impacts 
the likelihood of a listed DMB being a going con-
cern in Nigeria.  

The coefficient of 2.008075 suggests that audit 
tenure positively affects the going concern likeli-
hood (GCL) of listed Deposit Money Banks 
(DMBs) in Nigeria. This means that as the length 
of the audit tenure increases, the GCL of the listed 
DMBs also increases. Furthermore, the p-value 
associated with the coefficient is 0.014, less than 
the 5% level of significance commonly used in 
hypothesis testing. This indicates that the posi-
tive relationship between audit tenure and GCL is 
statistically significant at the 5% significance lev-
el. These findings suggest that longer audit ten-
ures may be associated with a higher likelihood 
of listed DMBs being a going concern. This may 
be because long-term auditors may become too 
familiar with their clients and less independent 
in assessing the company's financial position and 
risks. 

The analysis results indicate that financial lever-
age significantly affects the going concern likeli-
hood (GCL) of listed Deposit Money Banks 
(DMBs) in Nigeria. Specifically, the coefficient of -
3.629658 suggests that an increase in financial 
leverage is associated with a decrease in the GCL 
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of the listed DMBs. The statistical significance of 
this relationship is supported by the associated 
p-value of 0.023, which is less than the common-
ly used threshold of 5% for statistical signifi-
cance. Therefore, it can be concluded that the 
negative relationship between financial leverage 
and GCL is unlikely to have occurred by chance. 
These findings suggest that higher levels of fi-
nancial leverage may increase the likelihood of a 
listed DMB experiencing financial distress, de-
creasing the possibility of it being a going con-
cern. This may be because high levels of financial 
leverage increase the company's risk of default-
ing on its debt obligations, leading to financial 
difficulties and instability. 

 

CONCLUSIONS  

The findings revealed that board financial exper-
tise and independence significantly affect the 
likelihood of DMBs in Nigeria. They conclude that 
companies with boards with solid financial 
knowledge and freedom are likelier to avoid con-
cern issues, which can benefit the company and 
its stakeholders. Audit firm size also appears to 
have an insignificant effect on ongoing concern. 
This suggests that the size of the audit firm does 
not significantly impact a company's likelihood of 
facing ongoing concern issues. At the same time, 
audit tenure substantially affects the probability 
of DMBs in Nigeria. The study concludes that the 
length of time an audit firm has been working 
with a company may impact the company's 

chance of facing ongoing concern issues. Follow-
ing this study's findings and conclusion, the study 
recommends that. 

The authorities should ensure that the board has 
the requisite financial expertise to oversee the 
financial reporting, risk management, and finan-
cial decision-making of the DMB. The regulatory 
authorities should also investigate cases of per-
ceived failure of the board to perform its over-
sight function and take appropriate disciplinary 
actions against erring board members. 

DMBs should enhance the independence of their 
board by appointing independent directors who 
are not affiliated with the DMB or its manage-
ment. 

The regulatory authorities should enhance their 
oversight function by monitoring the quality of 
audits conducted by audit firms. The authorities 
should ensure that auditors adhere to ethical 
standards and that their opinions are unbiased. 
The regulatory authorities should also investi-
gate cases of perceived audit failure and take ap-
propriate disciplinary actions against erring au-
ditors. 

The regulatory authorities in Nigeria should re-
view mandatory audit rotation for DMBs. This 
will limit the years that an audit firm can serve as 
the external auditor of a DMB. By introducing 
mandatory audit rotation, the independence of 
external auditors will be enhanced, and the risk 
of familiarity threat will be reduced. 

 

REFERENCES 

1. Manurung, D. T., & Hardika, A. L. (2015). Analysis of factors that influence financial statement fraud in 
the perspective fraud diamond: Empirical study on banking companies listed on the Indonesia Stock 
Exchange year 2012 to 2014. Retrieved from https://core.ac.uk/download/pdf/42984276.pdf 

2. International Accounting Standards Board. (2016). IFRS Practice Statement 2: Making Materiality 
Judgements. Retrieved from https://www.ifrs.org/issued-standards/list-of-
standards/materiality-practice-statement/#about 

3. Zhaokai, Y., & Moffitt, K. C. (2019). Contract Analytics in Auditing. Accounting Horizons, 33(3), 111–
126. doi: 10.2308/acch-52457  

4. Law Chapple, L., Kent, P., & Routledge, J. (2012). Board Gender Diversity and Going Concern Audit 
Opinions. SSRN Electronic Journal. doi: 10.2139/ssrn.1979040 

5. Todorovic, I., & Poljasevic, J. (2016). The impact of a going-concern audit opinion on board of 
directors. Journal of Corporate Governance, Insurance and Risk Management, 3(1), 87-96. 

6. Liao, J., Young, M. R., & Sun, Q. (2009). Independent Directors' Characteristics and Performance: 
Evidence from China. SSRN Electronic Journal. doi: 10.2139/ssrn.1489088 

https://core.ac.uk/download/pdf/42984276.pdf
https://www.ifrs.org/issued-standards/list-of-standards/materiality-practice-statement/#about
https://www.ifrs.org/issued-standards/list-of-standards/materiality-practice-statement/#about
https://doi.org/10.2308/acch-52457
https://doi.org/10.2139/ssrn.1979040
https://www.um.edu.mt/library/oar/handle/123456789/66834
https://www.um.edu.mt/library/oar/handle/123456789/66834
https://doi.org/10.2139/ssrn.1489088


Path of Science. 2023. Vol. 9. No 8  ISSN 2413-9009 

Section “Economics”   3054 

7. Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, agency costs and 
ownership structure. Journal of Financial Economics, 3(4), 305–360. doi: 10.1016/0304-
405x(76)90026-x 

8. Chang, H., Cheng, C. S. A., & Reichelt, K. J. (2010). Market Reaction to Auditor Switching from Big 4 to 
Third-Tier Small Accounting Firms. Auditing: A Journal of Practice & Theory, 29(2), 83–114. doi: 
10.2308/aud.2010.29.2.83 

 

https://doi.org/10.1016/0304-405x(76)90026-x
https://doi.org/10.1016/0304-405x(76)90026-x
https://doi.org/10.2308/aud.2010.29.2.83

