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ABSTRACT 

This study examined the effect of internal auditing on financial reporting quality of PDLG. The 

study was guided by the following objectives notably, to examine the impact of audit committee 

on the quality of financial reporting of PDLG, to establish the impact of audit independence on 

the quality of financial reporting of PDLG and to establish the impact of audit competence on the 

quality of financial reporting of PDLG. The study used a cross sectional research design, and a 

quantitative approach. Data was collected from a target population of 45 employees of PDLG 

with accessible unit of 40 employees of PDLG, using simple random and purposive sampling 

techniques. Data were collected with the aid of closed ended questionnaire and Statistical 

Packages for Social Sciences was employed for analyzing data from which frequency tables, 

descriptive statistics (mean and standard deviation), reliability, validity, correlation, and 

regression results were obtained. The study findings revealed that there is a positive and a 

significant effect of audit committee on the quality of financial reporting, audit independence on 

the quality of financial reporting and audit competence on the quality of financial reporting of 

PDLG. The study concludes that there is a strong predictive power that the dimensions of 

internal auditing contribute towards enhancing financial reporting quality of PDLG. Finally, the 

study recommends that efforts to improve on the financial reporting quality of local governments 

depends on internal auditing (audit committee, audit independence and audit competence). 
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CHAPTER ONE 

INTRODUCTION. 

1.0. Introduction 

This chapter comprises of the background of the study, statement of the problem, purpose of the 

study, research questions, research objectives, scope of the study, content scope, geographical 

scope, time scope, significance of the study, conceptual frame work. 

1.1. Back ground of the study.  

Numerous studies have investigated on the quality of financial reporting  (Pinnuck, 2019, Bansal 

& Sharma, 2022, Agbaje et al., 2021, Kamil, 2020). This is due to the fact that High quality 

financial reports are essential to ensure that government’s fiscal decisions are based on the most 

up -to-date and accurate understanding of its financial position and  financial reports are also a 

mechanism through which  all stakeholders such lenders ,suppliers, auditors, legislators and the 

public at large can  hold governments accountable (OECD Annual Report, 2020). Despite the 

research in this field, evidence still reveals that financial misreporting practices (Safkaur & 

Sagrim, 2019), still persists. 

Globally, studies show poor quality of financial reporting, For example, (European union annual 

report, 2023) as per the Global Economic Crime and Fraud Survey indicates that 49% of 

financial reports presented by firms do not meet the quality standard,  For example, In Western 

Australia  (AG annual report, 2023) asserts that the quality of financial reporting is still poor  due 

to timeliness and cost delays that remain a concern in that, FY 2021/2022, 39% of the local 

government entities had not finalized their  financial reports to an acceptable standard and had 

not  provided all relevant information.   

In Africa, South Africa, according to the Auditor General Report (2018), showed material 

irregularities in the financial statements which lowered the quality of financial reporting. FY 

2017/2018 showed that Audit outcomes worsened with 63 municipalities regressing compared to 

22 that improved, and clean audits dropped from 33 to 18 municipalities. Financial reporting was 

poor and untimely with 21 being late, 8 missed the January 31 deadline, and only 19% were 

error-free. Unqualified opinions fell from 61% to 51%, and 65% of performance reports were 

unreliable and irrelevant. Relatedly, in Ghana according to the Ministry of Finance reported 
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