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ABSTRACT

The potentials of auditing report in decision making and organizational policy
formulation cannot be underestimated. Therefore to ensure the effectiveness of
these reports, public confidence factors must be adequately considered. The
primary aim of this study was to discuss possible measures for the enhancement
of public confidence in auditing report of Internal Revenue Service: A case of
Akwa |bom State Internal Revenue Service. Cross-sectional approach was utilized
to examine the secondary data. It was gathered that public confidence about
the auditing report can be enhanced by reinforcing management of audit firms;
allowing access to the easy assessment of audit quality from the viewpoints of
third parties; enhancement of information regarding content of audit; ensuring
absolute independence of audit firms; and improvisation of structural mechanisms
to effectively outline or allow total access to auditing firms for accurate
organizational performance and financial positions. Other measuresareensuring
proficiency and reputation of the auditors in interpreting organizational
changes and situation promote public confidence in auditing report and
establishment of audit committee within the key stakeholders in the service.
These will ensure effective monitoring role to assure the quality of auditing
reporting and corporate accountability
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INTRODUCTION

Thedevelopment of any nationisattached to the extent and its capacity to generatefunds
that can cater for the basic amenitiesrequiresby itscitizenry (Brown and Caylor 2004,
Brooks, 2011). Inthedeve oping world likeNigeria, theonly viable sector that can generate
revenue cons stently for the devel opment of other essentia projectslikeroad construction,
building of health centresand establishment of schoolsamong othersisinterna revenue
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generation section through taxation (Cassell, Drakeand Dyer, 2014). Bethat asit may,
taxation in Nigeriahasbeen consdered asacomplex policy especialy by thetaxpaying
public due to numerous reasons. Among such reasons is the case of lack of public
confidence on the policy and operationa principlesof the process. On thisnotetherefore,
Nigerian Governor’s Forum (2015) postul ates diverse measuresin which thechallenges
associ ated with taxation in Nigeriacan becurtailed. Someof thesemeasuresaregeneration
of adequate and well-documented information on thetax payersand uplifting or upholding
tenacioudy theprincipleof fairnessand equity intaxation and tax practiceadministration
(Brooks, 2011). Neverthel ess, those measures have potency to correct the systemwhen
effectiveauditing mechanismsarein place.

Basically, the duty of ensuring an efficient and effective tax administrationis
shouldered by theinterna revenue servicewhich hasthemandateto control and administer
the different taxes and laws made or to be made from time to time, by the National
Assembly or other regulations madethere under the Government of the Federationandto
account for all taxes collected; adopts measuresto identify, trace, freeze, confiscate or
seize proceedsderived from tax fraud or evasion; aswell asadopt measureswhichinclude
complianceand regulaory actions,; introduction and maintenance of investigativeand control
techniques on the detection and prevention of non-compliance (Federa Inland Revenue
Service Establishment Act, 2007 asamended). However, theseresponsibilities of the
serviceasprovided by the FIRSAct 2007 can be sustainablewhen it servicesareunder
effectivescrutiny of theaudit.

Auditing remainsastheutmost structura processthat determinestheefficiency of
organizationa changesand performance. Aladipopo (2005) describesit asaprocess of
subjecting organizational account to scrutiny. In other words, auditing servesasaplanned
organization or reasonable searching, screening, discovering and preventing
mi srepresentation of organizational account and performance (Brown and Caylor, 2004).
These processesensurefunctiona credibility to the organizational financial statement;
reduces the chances of tax inspectors to withhold material information from the
shareholders; and providesholistic position of the organization financia conformity with
applicablelawsand regulations.

Ejoh and Ejom (2014) emphasizethat auditing isan indi spensable management
processfor achieving effective control in both public and private organizations. It serves
asacontrol mechanismsto monitor and to direct, promoteor restrain thevariousactivities
of anorganizationto ensuretheactudization of the set organi zationa objectives. Inessence,
auditingisutilizeto correct presumed deficienciesthat haveduded thefirst lineof defense
before these defi cienciesbecome uncontrollable as are exposed in the externd auditor’s
report.
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Theperception of the public about the systematic running of interna revenue servicemost
timesisargued asbeing under average (Adejo, 2011). Thisiscontended asresulted from
theinability of government to render transparent account of thetaxescollected asrevenue
and the proceeds of the dividendsto the public. Thus, motivated the questions of the
potency of auditing report which should ordinarily serveasimportant infrastructureand a
premiseto ensurethe correct understanding of thefinancia Stuation; coordinate appropriate
disclosure by thegovernment auditors, support gppropriateand smooth economic activities,
and aswell, leadsto sustainable growth of economy. Sadly, these servicesand functional
rolesexpected of auditing report are non-emphatic in promoting the confidence of public,
thus, encouraging their lackadaisical attitude/ deposition towardstaxes paymentsand
compliance (Brown and Caylor 2004). Inthelight of thisissue, theinterest of thisresearch
wasmotivated to cross-sectiondly discussthe possible mechanismsthat could beemployed
to enhance public confidencein auditing report of interna revenue servicewiththeview of
recommending mesasuresfor the actudization of theauditing functionsof interna revenue
service.

Conceptualization of Audit and Auditing Report in the M anagement of I nter nal
Revenue Services

Theterm audit isderived from aLatin word “ audire” meaning to hear (Brown and
Caylor, 2004). Osasu and Okunbor (2011) opinethat audit asaconcept emanated from
thefact that from thetime past, the account of noble men were checked by them being
read out to them by their steward. The steward had responsibility of scrutinizing and
looking after theestate during the noblemen’ sabsenceand thisfunctiona roleof sewards
ass sted the eva uation and continuous effectiveness of the estate, thusoriginated the concept
of audit. Coming from thishistorical perspective, audit could be described asthe process
where account of businessorganization or any organized entity can be scrutinized (Brooks,
2011). Alkhaddash, Al-Nawas and Ramadan (2013) explaine audit asaplanned organized
so that thereisareasonabl e expectation of detecting material misstatement intheentity’s
accountsresulting possibly from fraud or error or breach of regulation. In essence, audit
atteststo thetruenessand fairness of the organizationa performance based onthesituation
onground. Thisroleof audit to the assessment of organizationa performanceinrelation
to the organizational objectivesand target formed what isknown in contemporary as
auditing.

Auditing asaprocess emanated from the demand for reliability of the published
accounts of an organization tendered by the management asaperformance scorecard to
the stakeholders (Brooks, 2011). Udoh (2013) infersthat auditing is an independent
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examination and investigation of evidencefromwhich thefinancial statement hasbeen

prepared with the view to enabling the independent examiner to report whether in his

opinion and according totheinformation obtained by him, thefinancid satement isproperly
drawn up and givesatrueandfair view of what it supposed to show and if not, to report
that heisnot contented.

However, from the Udoh's perspective which isbacked up by Okozie (2014), it
could be deduced that the organi zational objectivesof auditing beit internal or external
involved areset asfollows:

I. Reviewing and gpprai s ng the effectiveness, adequacy and application of accounting,
financid and other operating control sand promoting effective control sat reesonable
cost.

. Determining the extent of compliance with management established policies, and
plansand procedures.

il Ensuring organizationa accountability to safeguard lossesof any kind.

V. Uphol ding management rdliability in datadevel opment and organization.

V. Promoting eva uativegppraisa of thequality of performancein carrying out assgned
respongbilities.

Vi. Proffering proactiverecommendationsfor organization’soperationa improvement
intermsof establishedinternal control mechanisms.

However, when these highlighted objectivesthat underscoresthe concept of auditing are

strategically placedinaninternal revenue service organization, thereareboundto be

I. Improvement in the financial management of the service such that will
correspondingly resultsin the developmental welfare of the society.

. Reportageof quality financia statements.

il Organizationd credibility and accountability.

V. Understanding of theorganizationfinancial flow.

V. Enhanced basefor re-strategization to ensure conformity of the organizational
conduct with the generally accepted accounting principles, and applicablelaws
and regulationsand eval uation of the soundnessof internal control system of the

savice

Vi. M oderate chances of any sharp practice within the system as well as close
management of therisk.

Vil. Drasticimprovement in revenue mobilization base and general management of

the servicewhich at |ast result in the promotion of the public confidenceinthe
organization of theinternal revenue servicevis-a-vistheauditing report.
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Modulesfor Enhancing Public Confidencein Auditing Report

Theterm confidenceiscoined from the L atin word confidentiafrom confido from con-
meaning with and fido meaning trust (Cassell, Drake and Dyer, 2014). Itisanoun that
sgnifiesfull trust, belief inthe powers, trustworthiness, or reliability of aperson or thing.

The concept hasacommon meaning of acertainty about handling something, such as

work. Wesson (2005) defined confidenceashaving afirmtrust in one' sability, havinga

sense of reliance or certainty. For instance, when the public are sure that the auditing
report isintheright or best position for the audited organization, thenthey can besaid to
have confidenceor certainty inthat report. In essence, confidence can betaken asbeing
aperson’sbelief that astatement representsthe best possibleresponseandit describesa
person’sstrength of belief about theaccuracy or quality of aprediction/judgment or choice

(Cass=dll, Drakeand Dyer, 2014).

Situating the cons deration of the public confidence onthemanagement of interna
revenue service and theauditing report of the service, it could be consented that aviable
serviceamong othersmust:

I. Collaborate and facilitate rapid exchange of informationwith relevant agenciesor
bodieson tax matters.

. Provide and maintain accessto up to date and adequate dataand information on
all taxable persons, individuals, corporate bodies or al agenciesof government
involvesin the collection of revenuefor the purpose of efficient, effectiveand
correct tax administration including mattersrelating towaiversfraud or evasion.

il Sustain rigorous public awarenessand enlightenment campaign on the state’ stax
adminigration.

However, theseservicereiability and certainty tend to bein conflict with public confidence

especidly asit hasto do with the natureand kind of auditing report in the public domain

(Cas=l, Drakeand Dyer, 2014). Thispositionisstrengthened by the assertion of Okafor

(2012), who maintained that lack of cooperation fromthetax payersisresulted fromthe

believethat onthe part of the government, thereisno adequate provision of public goods

and sarvicesthat public needsasbenefitsof tax payment. In other words, theinconsistency
of the publictofully comply with thetax policiesof government may beattributed to the

inconsistenciesand unreliability of auditing reports (Cassell, Drake and Dyer, 2014).

Therefore, todiscouragethisleve of disagreement between the publicand tax adminigtration

process, internal revenue service must adequately generate trust mechanismsthat can

improveitinformation reliability and credibility through an efficient and effectiveauditing

reporting.
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Nevertheless, thereare variousmechanismsthat can be utilized to enhance public trust on
the auditing report of internal revenue service (Brooks, 2011). Some of these modules
ae

I. Reinforcing management of audit firms; that isregulaionsand sSandardsgoverning
audit firms should be stringent to check the accounting and corporatefraud.

. Assessing audit quality fromtheview paintsof their parties

il Enhancement of information regarding content of audit; thisencompassesthe
disclosureof auditsfirminformation to the management and the public to assess
the sustainability and qualification of thefirmin reporting areliable account of the
servicetothepublic.

V. Accuracy ininformation sharing. Thiswill promoteeasy detection and monitoring
of auditing firm activitiesin ensuring adequate screening of internal revenuesarvice
financid statement.

V. Ensuring absol uteindependence of audit firms. According to Advisory Council
onthe System of Accounting and Auditing (2016), theindependence of audit firm
will promotethe exercise of appropriate professional skepticismand securethe
qudity and confidencein audit andin turn, improvethe effectiveness of assessing
audit quality from the viewpointsof independent “ third parties’ such asregulatory
authoritiesand stakehol ders (tax payers). Thiswill encourage high quality and
transparent auditing report that ishighly credibleand reliablefor publictrust.

Vi. The employed auditing firm should specializein theareaof revenuegeneration
and mobilization aswell aspossessrequisiteyearsof effective service experience.
Geiger and Raghunandan (2002) suggested that auditorswith longer years of
experience are more likely to be independent, and are more consistent with
reportage. Thislonger years of experienceisassociated with higher quality of
reported earnings, thusimpliesthat auditorswith higher audit quality aremore
likely to resist client management pressures than those with lesser years of
experience (lower qudity) (Krishnan, 2003).

Vil. Theinterna revenue service management must improvise structural mechanisms
to effectively outline or allow total access to auditing firms for accurate
organizationd performanceand financia postions.

Viil. Proficiency and reputation of theauditorsininterpreting organizational changes
and situation promote public confidencein auditing report. DeAngeloinAl-
khaddash Al-Nawas and Ramadan (2013) posited that because external
sakeholderssuch atax payersand regul atorsare audited performanceandfinancid
statement information in their decision making and they are unableto directly
observeaudit qudity and determine, whether thereported informationisanunbiase
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indicator of firm’sfinancia performance, auditor reputation servesasanimportant
proxy for the quaity and accuracy of client financia statements. Al-khaddash, Al-
Nawasand Ramadan (2013) identified the most important factorsaffecting audit
quality and auditing report to includethe reputation of auditing firm/office, auditing
fees, theszeof audit firm, and the proficiency of auditor.

iX. Establishment of audit committeewithinthekey stakeholdersinthe servicewill
ensure effective monitoring roleto assurethe quality of auditing reporting and
corporate accountability (Carcello and Neal, 2000).

Theoretical Framework for Testing the Confidence of Accounting Reports

The philosophical baseguiding thetest of public confidence on auditing reportsof internal
revenue serviceisreliability theory promulgated by Gavrilov and Gavrilova (2001).
Reliability theory describesthe probability of asystem completing itsexpected functions
during aninterval of time (Cassall, Drakeand Dyer, 2014). According to thereliability
theory, syssem of reportingisreliablewhenitiscong stent and accuratein diciting persistent
but smilar information asrequired a every giventime. According to Gavrilov and Gavrilova
(2001), the determination of the*weskness’ of any report isprimarily judgmental. Upon
theformulation of the process of reportsreliability estimates, comparison with datafrom
the organization’s past performance or other firm may provide amore solid basisfor
judgment of theimpact of the auditing report, thusinfluencing the enhancement of public
confidenceon thereports. In essence, the application of thistheory ensuefromthebasis
that the more consi stent thereported informationisat every giventimeof verificationin
linewith the performance scorecard of the organization, the practicableitisto remarkably
influence the confidence of the public about the organi zation’ sauditing report. Onthe
other hand, if the auditing report has been cons stently associated with positive effect of
the organizational performance and the setting of challengesgoal's, the expenditure of
maxima effort and persistenceto achievethosegoals, itsmost likely to enhance public
confidence (Cassdll, Drakeand Dyer, 2014).

CONCLUSIONAND RECOMMENDATIONS

Devel opment and enhancement of public confidenceto the auditing reportsof internal
revenue serviceisfundamental to theimprovement of revenue generating base of the
organization aswd| asitsmobilization performance. Many measures have been advocated
to enhancethereliability and credibility of the auditing reportsand aswell, promote
accountability and transparency of the auditing processes. The utilization and stringent
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application of these modules can strengthened functiona credibility and reliability of the

performanceof auditing reports; facilitatesability of theinternal revenue serviceto render

appropriate servicesasoutlined in its establishment Act which in return, promote the
auditing report consistency to at attract public confidence.

Theimportant implication of thisstudy wasto crossexaminedifferent measures
to enhance audit effectiveness, improve auditing efficiency and on along run, enhance
public confidence on the auditing reports of internal revenue service. Itisagainst this
backdrop that thefollowing were recommended:

1. That the management of Internal Revenue Service should ensure that adequate
information of the serviceand that of theauditing firm employed areinthe public
domainfor easy accessihility, evaluation and test of reliability. Thiswill enhance
public confidencethat the RS and the auditing firm have no secrecy and do not
encouragefraudinther reportage.

2. ThelRSshould routinegly detail the stakeholdersonit processand activitiesinline
with organizationa standard, aswell asroutindy present it performanceappraisa.
However, in the course of routine detailing of the process and procedure and
performance of the organization, fraud and evasi ons and misrepresentation of
financia and organi zational performanceare nipped onthebud. Thus, promoting
the confidence of the public ontheauditing reports.
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