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ABSTRACT
Financial report also known as the published corporate
report could be seen as the prime formal methods by which
companies communicate with their shareholders and other various
user groups. Companies are compelled by law to prepare their
financial reports according to the provisions of the minimum
disclosure requirement as has been laid down by the Companies
and Allied Matters Act, 1990
However, inspite of the laid down promulgation (CAMA
1990), many companies have failed to supply sufficient and
adequate accounting information in their published financial
reports and this has led to poor performance and in some cases
liquidation of many organizations. Moreover, many investors and
various user groups have been misled by the insufficient and
inadequate financial information in the investment decisions.
In view of the above, t h ~ swork focused on the financial
reporting under the Companies and Allied Matters Act of 1990 with
a view of ascertaining whether companies have complied with the
disclosure provisions of the CAMA, 1990 with regards to the
contents of their financial statements.

A case study of two

vii

petroleum marketing companies (Mobile oil Nigeria PIC and
.

.

Texaco Nigeria Plc) both with area officer in Enugu was carried out
as to ascertain whether these companies have complied with and
adhered to the disclosure requirement of CAMA, 1990.
Four
'

formulated.

research

questions

and

two

hypotheses

were

Data collection was made through the use of

questionnaire, oral interviews and review of various books of
.
'

.

accounts and records. Percentages, tables, bar charts, histogram,
....

pie chart and chi-square were used for analysis.

.

.

Major Findings
The following major findings were made:
That .the companies studied have complied with and adhered
strictly to the previous of the minimum disclosure requirement as
have been laid down by CAMA, I990 and have performed well in
terms of their investments.
Again, that the companies under review have provided
investors and various groups with sufficient and adequate financial
information in their corporate reports.
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CHAPTER ONE
INTRODUCTION

1.1 BACKGROUND OF THE STUDY
The financial report also called the published annual corporate
report is the prime formal method by which companies communicate
with their shareholders and other interested user groups. Over the years
its basic format has changed; influenced by the demands of successive
companies Acts and societal pressures.
The final accounts of companies are basic financial reports
(statements) that are expected to be produced annually by profit seeking
enterprises for the use of bankers, shareholders, potential investors,
creditors, management and other decision markers. The financial report
is usually made up of: The Statement of accounting policies.
The balance sheet as at last day of the year.
A profit and loss account; in the case of company not trading for profits.
An income and expenditure account for the year.
Notes on the accounts.
The Auditors' report.
Directors' report.

A statement of sot
A value added sta

and application of fund.
lent for the year

A five-year financial summary and in the case of holding company
.
.

(the group financial statements).

. .

It could be seen that financial report is a comprehensive
package of information of all kind, which must completely describe
an organization's economic activities.
In the words of Meig and Meig (1981), financial statements
are the imtrument panel of business. They constitute a report on
managerial performance, attesting to management success or
failure and flashing warming signals of impending difficulties. The
.

-

views of Meig and Meig suggest that financial statements are
essential for their information contents.
The Companies and Allied Matters Act, 1990 (CAMA) sets
out minimum disclosure requirements and accounting records and
books of accounts to be maintained.
'

Also, the International

'Accounting Standards (IAS), talks about information to be
disclosed in financial statement and the Statement of Accounting
Standard (SAS) 2 also states the information to be disclosed in
financial statements of enterprises. Such information required to
be disclosed relate to the content of the Profit and Loss Account,

the Balance Sheet and the Statement of source and Application of
. .

Funds. The regulatory framework covers the format in which the
Profit and Loss Account and the Balance Sheet should presented.
This study titled Evaluation of Financial Report of Petroleum
Marketing Companies under the Companies and Allied ~ a t t e r sAct
of I 9 9 0 aims at ascertaining the procedure followed by tho two
petroleum marketing companies (Mobil Oil Nigeria PIC and Texaco
Nigeria Plc) in producing financial statements and assessing
compliance of their statements with the requirements of the CAMA
and the adequacy or otherwise of their financial statements

1.2

STATEMENT OF PROBLEM
Some groups of users of accounting information b e l i ~ ! . /that
~!

the insufficiency of information in the financial statemerlts

r)f

most

companies pose a lot of problems to them in making invcsttnent
decision. Moreover, some shareholders find it difficult to justify tt-w
dividend they receive.
Another problem is that sorne users of ,corporate report
complain of incomprehensibility of financial statements because of
the technicality of the language used.

Furthermore, most

investors complain that the profit forecast should be iticluded in

the annual corporate report so as to enable them to have a better
idea of the expected future profit of the company.
Based on these enumerated problems, this researcher sets
....

.

out to review the financial statements of some selected petrole~.~m
marketing companies (Mosil Oil and Texaco Nig PIC) in order to
ascertain the extent to which the problems are manifested in their
corporate report.
1.3

OBJECTIVES OF THE STUDY
The objectives of the study include:

1.

Examine the broad requirements of CAMA, 1990 in terms of
corporate financial reporting.
.

....

2.

Appraise compliance with the requirements by the selected
..

.

companies.
3.

Assess the sufficiency of the information disclosed in the
accounts in relation to the need of the users.

4.
.

Drawing conclusion and making recommendations - where
necessary.

.

1.4

SIGNIFICANCE OF THE STUDY
The findings of the study will help the management of the

companies studied in appraising the adequacy or otherwise'
.
of
.

their financial reporting disclosures. By appraising the adequacy

of

their

financial

management

of

reporting disclosure
the

companies

will

studied

to

now

assist

have

the

accurate

accounting information that will assist them in controlling their
business,

safeguarding

their

assets,

preparing

financial

statements and complying with the stated legislation. It will also
serve as a secondary source ofbinformation for existing and
prospective investors as well as secondary source of data for other
researchers.

Financial reporting will continue to adapt to a

changing environment and fulfill a wider role than it has been. In
this respect it is almost certain that the extent of disclosure 'will
increase in future and companies which recognize the benefits of
successfully communicating with the public view this as part of
their long-term corporate strategy.
Answer to questions on financial reports which bother on
readability, interest values, understandability, legal responsibility
and legally required sections shall be of benefit to the general
public as a piece of interesting reference material
1.5

RESEARCH QUESTIONS

In

this

formulated.

study,

the

following

research

questions

are

1.

Do

companies

adhere

strictly

to

CAMA,

1990

provisions with regards to content of the financial
statements?
2

How readable and understandable are the corporate
.

report of companies?
3.

.

.

.

Do the information content of the annual reports of
companies satisfy the need of all users of the report?

4.

What relative values do users of financial reports
attach to annual reports of companies?

1.6

RESEARCH HYPOTHESES
According to Webster's Dictionary, (hypothesis is defined
.
. as

a tentative assumption made in order to draw out and .test. its
logical or empirical consequences.

Longman English Dictionary

also states that hypothesis is an idea that is suggested as a
possible way of explaining a situation, providing an idea etc, which
has not yet been shown to be true. It can also be regarded as a
tentative generalization whose tenability is to be tested on the
basis of the comparability of its implication with empirical evidence
and with previous knowledge.

The researcher formulated
two
.
,

hypotheses based on the problems stated. The hypotheses are
., ,

as follows:

.

.

Ho:

That the non compliance with the Companies and Allied
~ a t t e r sAct's minimum disclosure requirement has led to
poor performance of many companies.

HI:

That the non compliance with the Corripanies and .Allied
.
Matters Act's minimum disclosure requirement has not led to
poor performance of many companies.
Ho: That the insufficient accounting information has led to

2

poor management decision-making.
That the insufficient information has led tb poor management

HI:

decision-making.

SCOPE OF THE STUDY

1.7

.

This

research

study will

be

limited

to

the

use

of

questionnaire and oral interview where appropriate, and to a
review of related literature (review of relevant books. Annual
.. .
,

reports, Jou'rnals, etc) that would provide adequate and I a s l i r ~ j
solution to the problems identified in the financial rey.)ort~nqof
petroleum marketing companies under the companies and Allied
Matters Act. 1990.
The scope of the study also embraces the whole system of
recording and processing of financial reports with a view to
producing financial statements with special reference to mohile oil
. ..

8

Nig PIC and Texaco Nigeria Plc. the scope of these petroleum
marketing companies financial reports includes.
The accounting policies adopted by the companies.
Their balance sheet as at 1998 - 2002.
Their profit and loss account
The statement of sources and application of fund.
The Directors Report
The Auditor's Report
The Value Added Statement
The summary of their five years report.
These

companies were

chosen as a result of, data

accessibility and availability of information sources
. .

.

LIMITATION OF THE STUDY
.

. .

The constraints to this study may be attributed to:

.

.

Inherent limitations of the analytical method of gathering
information such as uncooperative attitude of respohdent
and so on.
Irrelevant or
interviews.

unreliable information obtained from oral

This is based on the degree of responde'nts'

truthfulness in answering the questions raised during the oral
interview. Some respondents thought the research was to

expose their company and thus were not ready to give
relevant information.
3.

Time Constraint:

Sequel to the limitation in time, the

research could not ascertain all the relevant information to
study all the accounting records of the companies under
review, hence the researcher restricted the study oti the
.. .

annual reports of the petroleum marketing companies.' Moroever, as a result of time constraint, the researcher
could not visit all the petroleum marketing companies to
ascertain the required information.
4.

Financial Constraint:

There were a lot of financial

coqstraints which made the researcher unable to visit all'the
petroleum marketing

firms

hence the

companies was made.

choice

of
.

two
.

Thought two companies were selected, the researcher.could
not be in the two at the same time, hence heh'irsed
questionnaire as a source of data collection. These were as
a result of financial constraints experienced.

1.9

HISTORICAL BACKGROUND OF FIRMS STUDIED
MOBlL OIL NIGERIA PLC
ENUGU AREA OFFICE:
ENUGU ABAKALlKl EXPRESS WAY
.

.

ENUGU.
This company is an old company, which was incorporate in
Nigeria on 31'' December, 1951. It was listed on the Nigeria Stock
Exchange in April 24, 1979. Its capital structure is:
I.

..
II

Authorized: N200,000,000.00
Paid Up: N192,31 7,473.00
This company's nature of business includes: Marketing of

Petroleum

Products,

Manufacturing

of

automotive/industriaI

lubricants and petroleum Jelly. Mobil Oil Nigeria PIC has its head
.

...

office at:
Mobil House
Lekki Expressway
Victoria Island, Lagos.
2.
.

.

Texaco Nig PIC
Enugu Area Office:
Kingsway RoadIEnugu Ontisha Road
State Secretariat

. .

.
. .

'

Enugu
This company was incorporated in December 12, 1978 with
its head office at 8 Macarthy Street, p. o. Box 166, Lagos
It was

listed on the Nigeria Stock

Exchange on 8"'

December, 1978. The company is engaged in the marketing of
Petroleum Products, manufacturing of lubricating oils, Greases.
and petroleum Jelly.
Texaco Nigeria Plc's capital structure is broken down as follo\vs.
I.

Authorized: 441 05,829,000.00

Ii

Paid-up:

M90,710,000.00
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CHAPTER TWO
LITERATURE REVIEW
2.1 THE NEED FOR ANNUAL CORPORATE REPORT

Annual corporate report is basically regarded as a language of
communication in an organization. As language is used in expressing
views, giving orders, passing judgement and taking decisions, in the
same way annual corporate report of companies is used in expressing
opinions, decision-making, giving orders and passing information to
stockholders regarding the financial affairs of a particular business for a
specified period.
The annual corporate report also provides information, which is
vital to the economic decisions that have to be made by different groups
of users.

2.2 USERS OF FINANCIAL STATEMENT
Historically, the directors (as managers) to the shareholders (as
owners) and other people who were not expected to be interested in
them produce annual reports and accounts of companies.
However, today a much wider range of people is interested in the
annual reports and accounts of companies. Nwoha (1998), opined that
there are different objective of accounting information

as there are different users of these information. The users and
their varied interests include:
The Equity Investor Group.
The Loan Creditor Group
The Government and other Regulatory Bodies
The Business Contact Group
The Analyst Adviser Group
The Management
The Employees and
The General Public
In his own statement Montogomery (1977) stated that
financial accounting information is directed towards the common
needs of wide variety of usels. There are two broad categories of
users of financial information (financial statement). These are the
internal and external users.
2.2.1 THE INTERNAL USERS:

Management: Management is one of the major~usersof financial
statement (financial information).
Thacker (1985) made this known when he wrote that
management uses this information to formulate broad policies for
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the firm and to make special decision having lasting impact on the firm.
Furthermore, Bierman et al (1985) said that financial reporting
supplies information that maybe used by management. Again, the
financial reports help management to safeguard and control the funds of
organization. He went further to say that to know which alternatives to
choose, management must also depend on corporate report.
Employees and Unions: Employees of business organizations are also

users of financial statement. According to Nwachukwu (1988), the
employees want to be their job security in the sense that no employees
would like to loose his or her job in an unexpected future time. Also,
Nwabuzor (1990) stated that the employees and unions have interest in
things such as bonus and pension plans as well as profit sharing of the
business. Hefurther said that it should realized that the better a
business in placed along these lines (that is bonus plans and pension
plans, and profits sharing of the business) the more secure employees
will feel.
Owners or shareholders: Owners interest in a business cannot be

overemphasized. These are major users of financial report and

they want to know more dividends paid out by the companies.
In the words of Raynold, Slavin and Sandas (1982))all investors
depend upon accounting information included in the accounting reports.
These groups rely so much on corporate financial report in making the
decision on whether to invest in a particular business or not.
Furthermore, they determine whether to stop or continue their
support for the organization by evaluating the organization and
management performance from the annual reports.
Lastly, the owner/shareholders consider the historical, as well as
the current Annual Report of firms before deciding whether to continue
investing or not. Also, comparisons are often made between the
organization.
2.2.2 EXTERNAL USERS

Labour and Trade Unions; These groups are also interested when
negotiating for increased compensation and often use the information
from financial statements to back their arguments.

17

Lenders And Debenture Holders: These groups will like to know from

the financial report how fast the organization will be able to pay off its
creditors on the amount being expression to it on credit.
Black et al (1972) gave a befitting expression about this group of
users when he said that they investigate its financial standing before
deciding whether to extend credit to it at all, what amount to extend, and
under what terms.
Potential Owners: These groups of people really dig deep into financial

reports to find the possibility of the business continuing and also future
profit making trend. They are more careful because they want to commit
their resources to a particular business for the first time. If it fails, then
their money is likely to be lost but if it succeeds, they reap the fruits of
their investment
According to Montgomery (1997)) potential new owners of the firm
need information to evaluate the desirability of making an ownership
investment in becoming owners of the firm, it should be noted that the
difference between existing owners and potential owners is that the
existing owners have already invested in the firm and may not easily
withdraw their investment but potential owners are those yet to invest.
That is those who are interested in vesting in the company.

....

Customers: This group is divided into two namely, the supplkrs
and consumers. The suppliers are interested in financial report of
the company because they want to assess the business's ability to
pay for the goods bought and the number of days it will take to pay
these suppliers.

Whereas the consumers are interested in

assessing the firm's position in supplying its customers the .goods
needed on regular basis:
Government:

In the words of Nwabuzor (1990), both the state

and federal governments are interested in financial reports as to
enable them make a correct assessment of tax.

2.3

THE MAJOR CONTENT OF FINANCIAL REPORT
!n the Companies and Allied Matters book, the major

contents of the financial report are hereunder stated;
2.3.1 Profit atid Loss Account:

This states the value of activities that have been carried out
in an organization by showing the actual sales which have been
made and is also total expenditure that have been incurred by the
organization within a specified period. The balance of this account
signifies net profit or net loss.

2.3.2 Balance Sheet

Balance sheet is a statement, which shows the asscts and
liabilities of an organization at a particular point in time: arirl how
the assets were financed.
The statement is intended to be indicative of the stability o!
the business and thus can be divided into two sections, namely.
the structure of the business and the operations of the t)~.r?irless
The fixed assets and long term liabilities; including the c : q ! i h l
reserves and the undistributed profit relate to the structure of ltv?
business while the current assets and current liabilities relate to
the operations.
2.3.3 The Statement of Sources And Application of Fi~ricls

This statement provides information on how funds li;ivr?
been generated and utilized by an organization for a spet:ifiecl
period.
2.3.4 Value Added Statement

Here the statement reports on the wealth that had k e n
created by the company during the year and how it was distritx~twl
among various interested groups such as the employees, l t i ~
government, and the proprietors of the company.

2.3.5 Notes To the Account

This gives detailed information about figures disclosed on
the face of the financial statement.
2.3.6 The Auditor's Report

This states the opinion of the auditor as regards the financial
statement of the organization which has been audited by the
'

auditor. The auditor's report may be a clean report or a qualified
report.
.

2.3.7 The Director's Report

.

. .

.

This is a statement by the Chairman showing the activities of
the company during the year and the future plans of the business.
The director's report also gives information on how the economic
climate has affected the activities of the company.
2.3.8 Five Years Financial Summary

This is a summary of the financial statement of a company
for the past five years. However, this does not provide details of
financial information but can give a guideline for vital investment
decision.

.

...

.

-

2.4 The Need for Legal Requirement of Published Financial
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Statement
There is need for legal requirement of published financial
statement.
Nwabuzor (1990) stated the disastrous outcome of most financial
ventures and the consequential need to protect investors informed
legislators to promulgate laws designed to regulate the affairs of
companies or industries and commercial enterprises as to promote
proper corporate governance and ensure accountability.
As a result of the promulgated laws designed to regulate the affairs
of companies, they have helped various user groups in their investment
decision, and have even reduced liquidation of many companies and
industries.
Further, these have led to liquidation of some organizations and
have even misled some various user groups (such as shareholder,
creditors, government, etc) of financial report in their investment decision
making. As a result of the above, there' arose a need for the legal
requirement on published financial statement.

2.5 The Legal Requirements for Published Accounts.
The legal requirements for a set of published accounts are laid out
in the companies and Allied Matters Act (CAMA), 1990.

This Act requires companies to publish their profit and loss
accounts and Balance Sheet each year.
..

.

Further, other information which companies are kgally
required to show in their financial statement are the auditor's
report, the notes on the account, the director's reports, the
statement of sources and application of fund, a value added
statement for the year, the statement of accounting policies, a five
year financial summary, and in the case of holding company, the
group financial statement.
The Act specifies the major items to be disclosed 1'1

also

itemizes the method and the amount of detail required. S.. 335
specifies the form and content of individual and group financial
statement. Schedule 2 part 1 also specifies the form, items and
contents of the financial statements.
,

.

This also lays out the

prescribed format for the Balance Sheet and Profit and Loss
Account, setting out minimum information which must be provided
and the order in which it must be presented.

..

.

Section 335(1) states that the financial staterner)f. of a
company prepared under section 334 of the Act shall cornplywith
the requirements of schedule 2 of this Act with respect to their

form and content and with the accounting standards issued fsor-rl
.

.

time to time by the Nigerian Accounting Standard Board.
Section 335(2) states that the Balance Sheet shall give a
true and fair view of the statement of Affairs as at the end of the
year and the profit and loss of the company for the year.
Section 335(3) states that the statement of the sources and
. .

application of funds shall provide information on the generation
and utilization of funds by the company during the year.
Section 335(4) also states that the value added statement
shall report the wealth created by the company during the year
and its distribution among various interest groups silch as the
employees, the government, credit, proprietors of the company.
While section 335(5) states that the five year financial summary
shall provide a report for a comparison over a period of year or

Hanson and Detrich (1977) in their book stated that the
financial statement of a company prepared under section 334 of
the CAMA shall comply with the requirements of schedule 2, of this
Act with respect to their form and content and with the accoi~ntirlg
of standards issued from time to time by the Nigerian Accounting
Standard Board.

SECTION A
2.6

General Itiformation to be disclosed

.

,..

.

.

The general information to be disclosed in the financial
. .
report of companies include:
1.

All accounting information that will assist users to assess the
financial liquidity, profitability and validity of a company
should be disclosed and presented in a logical, clear and

. .

understandable manner.
2.

The financial statements of a company shall state:
a.

The name of the company

b.

The period of time covered

. c.

,

.

A brief description of its activities

d.

Its legal form

e.

Its relationship with its significant local and overseas
suppliers (if any) including immediate and ultimate
parent, associated or aff~liatedcompany

3

Financial Statement should include the following
a.

Statement of accounting policies

b.

Balance Sheet

c

Profit and loss account or income statement

d

Notes on the accounts

e.

Statement of source and application of funds
,...

4.

.

f.

Value added statement

g.

Five years financial summary

Financial .implications

of

inter-company

.

transfer

and

technical management agreements between the company
and its significant local and overseas suppliers (if any)
including its immediate and ultimate parent, associated or
affiliated company should be disclosed.
5.

Financial statement shoirld show corresponding figures for
the preceeding period.

SECTION B
2.7

General rules:

I

Subject to the following provisions of this schedule:

a.

Every balance sheet of a company shall show the items
listed in either of the balance sheet formats set out below in
section c of this report, and

b.

Everyprofitand l o s s a c c o u n t o f a c o m p a n y s h a l l s h.o w ~ t h e
.

items listed in any one of the profit and loss account formats
so set out; in either case in the order and under the headings
and sub-headings given in the format adopted.

Where,

in accordance with

paragraph

(I), a

company's balance sheet or profit and loss account for nay
.

.

year had been prepared by reference to one of the formats
. .

setout in section c below, the director of the company shall
adopt the same format in preparing the account for
subsequent years of the company unless in their opinion
there are special reason for a change.
-

.

2.

Particulars of any change in the format adopted in preparing
a company's balance sheet or profit and loss account in
accordance with paragraph (1) shall be disclosed. a n d t h e
reason for the change shall be explained in a note to the
accounts in which the new format is first adopted.
Any time required in accordance with paragraph (1) to
be shown in a company's balance sheet or profit and loss
account may be shown in greater detail than required by the
format adopted.

A company's balance sheet or profit and loss account may
include an item representing or covering the amount of any
asset or liability, income or expenditure not o t h e ~ i s e
covered by any of the items listed in the format adopted, but

the following shall not be treated a assets in any company's
.

...

balance sheet.

.

..

a.

PI-eliminary expenses

b.

Expenses or commission on any issue of shares or
debentures and

c.
4

Research and development costs.

In preparing a companyk balance sheet or profit and loss
account, the directors of the company shall adopt the
arrangement and headings and sub-headings otherwise
.

, .

required by paragraph (1) in respect of the items to which an
.

..

Arabic number is assigned in the format adopted; i n any
.case where the special nature of the company's business
requires such adaptation.
5.

Item to which Arabic numbers are assigned in any of the
format set out in section C below may be combined in a
company's accounts for nay year if either:
a.

Their individual amount are not material to assessing
the state of affairs or profit and loss of the company for
the year.

b.

.

.
.

.

The combination facilitates that assessment, but in
case within paragraph (b) the individual an-lounts of

'

any item so combined shall be disclosed in a note to
,...

the accounts.
6.

Subject to paragraph 9(3) below, a heading or sub-heading
corresponding to an item listed in the format adopted in
preparing a company's balance sheet or profit and loss
account shall not be included if there is n amount to be
shown for that item in respect of the year which the balance
sheet or profit and loss account relates.

7

Every profit and loss of a company shall show the amount of
the company's profit and loss on ordinary activities' before
taxation.

8

Every profit and loss account of a company shall show
separately, as additional items:
a.

Any amount set aside or proposed to beset aside to or
withdrawn or proposed to be withdrawn from reserves.
and

b.

The aggregate amount of any dividend paid '.and
proposed.

9.

...
.

.
.

In respect of every item shown in a company's balance
sheet or profit and loss account, the corresponding amount

for the year immediately preceding that to which the balance
sheet or profit and loss account relates shall also be shown.
(i)

Where that corresponding amount is not comparable with
the amount to be shown for the item in question, in respect
of the year to which the balance sheet or profit and loss
account relates, the former amount shall be adjusted and
particulars of the adjustment and the reasons for it shall be
disclosed in not to the accounts.

(ii)

Paragraph 8(5) does not apply in any where an amount can
be shown for the item in question in respect of the year
immediately preceding that to which the balance sheet or
pr,ofit and loss account relates and that amounts shall be
shown under the heading or sub-heading required by
paragraph (1) for that item.

(10) Amounts in respect of items representing assets or income

may not be set off against amount in respect of item
representing liabilities or expenditures (as the case maybe),
or vice versa.

.. .
.

.

The Act also lays down prescribed formats for the Balance
Sheet and profit and loss account, setting out the order in which it
must be presented. There are two possible formats for balance

3(3

sheets and four forma

'or profit and loss accounts

These

formats are presented in section C .

. .

.

.

SECTION C
2.8

Balance Sheet Formats

Format I

'

.A.

Called-up Share Capital Not Paid (1)

B.

Fixed Assets
.

1.

,

Land and Buildings
.

...

2.

Plant and Machinery

.

..

3.

C.

Fixtures and Fittings, Tools and Equipment

Long Term Investments
1.

Shares in group companies

2.

Loans to group companies

3.

Shares in related companies

4.

Loans to related companies

5.

Other investments other than loans

6.

Other loans

7.

Own Shares (Treasury Shares) (4)

,

.

.

. .

8.

Bonds,

Debentures

and

Federal

Government
,.

.

Developmen t-S tocks
D.

Deferred. Charges:
1.

Development cost

2.

Concessions,

Patents,

Licences,

Trademarks and similar rights and assets (2)
3

Goodwill (3)

4

Prepayments for services to be received

E.

Current Asset

I.

Stocks:

II.

1.

Raw materials and Consumables

2.

Work-in-Progress

3.

Finished goods and goods awaiting sale

4.

Pre-payments for stocks in transit.

Debtors:
1.

Trade debtors

2.

Amount owned by group companies

3.

Amount owned by related companies

4.

Other debtors

5.

Called-up share capital not paid (1)

6.

Pre-payment and accrued income.

.

Franchise,

111.

,

Short Term Investment

1.

Shares in group companies

2.

Own shares (Treasury Shares) (4)

3.

Other Investments

IV.

Cash at Bank and in hand

F.

Prepayment and Accrued Income

G.

Creditors; amounts falling due within one year.

Debentures loans (7)

.

Bank loans and overdraft
Payments received on account (8)
Trade creditors
Bills of Exchange payable
Amounts owed to group companies
Amounts owed to related companies.
Other creditors including taxation (PAYE) and National
Provident Fund (Social Security)(9)

. .

Accruals and deferred income (10)

.

H.

Net Current Assets (liabilities) (1 1)

I

Total Assets less current liabilities

J

Creditors: amount falling due after or more than one year.

K

Provisions for liabilities

. .

. .

...,

.

.

.

1.

Pensions and similar obligations

2.

Taxation

3.

Other provisions

L.

Accruals and deferred income (10)

M.

Capital and Reserves:

I.

Called-up share capital

ii.

Share Premium account

iii.

Revaluation Reserves

iv

Other Reserves:

v.

1.

Capital redemption reserves

2.

Reserve for own shares

3..

Reserves provided for by the Articles of Association

4.

Other reserves

.. . .

Profit and Loss transferred from profit and loss account or

income.

Format 2
Assets
A.

Called-up share capital (1)

8.

Tangible assets
1.

Land and Buildings

2.

Plant and machinery

3.

Fixtures, Fittings, Tools and equipment

4.

Payments on account and assets in course of

construction.

. .. .

'C. Long Term Investment
1.

Shares in group companies

2.

Loans to group companies

3.

Shares in related companies

4.

Loans to related companies

5.

Other investments other than loans

6.

Other Loans

7.

Own Shares (Treasury shares) (4)

Deferred charges;

. .

...

.

..

.

.. . .

.

.

Development cost
Concessions, patents, licences, trade-marks and similar
rights and assets (2)
Goodwill (3)
Payments on account
Current Assets
1

Work-in-progress

2.

Raw materials and consumables

3.

Finished goods and goods awaiting sale

4.
II.

Ill

Payments for stock in transit.

Debtors (5)
1.

Trade Debtors

2.

Amount owed by group companies

3.

Amount owed by related companies

4.

Other debtors

5.

Called-up share capital not paid (1)

6.

Prepayments and accrued income (6)

Short Term Investments
1.

Shares in group companies

2.

Own Shares (Treasury Shares) (4)

3.

Other Investments

IV.

Cash at bank and in Hand

F.

Prepayments and accrued income (6)

CAPITAL AND LI'ABILITIES
'

A

Capital and Reserves

i.

Called-up share capital (12)

ii.

Share Premium Account

iii.

Revaluation Reserve

iv.

Other reserves:

1.

Capital redemption reserves

B.

C.

2.

Reserves for own shares (12a)

3

Reserves provided for by the articles of association

4.

Other reserves.

Current Liabilities (7)
1.

Debenture loans (7)

2.

Bank creditors

3.

Bank loans and overdrafts

4.

Payments received in advance

5.

Bills of Exchange payable
.

..

Non-trade current liabilities
1.

Provisions for pension and other similar obligations

2.

Provision

for

taxation

including:

deferred 'taxes,

national provident fund (social security) (9)
3.

Other provisions

4.

Accruals and deferred income (10)

5.

Transactions between and within groups:
a.

Amount owed to group companies

b.

Amount owed to related companies.

c.

Others.

.

.

....

Positions for long term liabilities due in the current period.
0.

Long Term Liabilities

..

1.

Debenture loans (portions not due next year)

2.

Bonds (portion not due next year)

3.

Other long term debts (portion not due next year)

Notes on the Balance Sheet Formats
1.

Called-up share capital not paid (formats 1 and 2, items A &

This item may be shown in either the two positions
given in format 1 and 2.
2.

Concessions, patents, licences, trademark and similar rig tits
and assets (format 1 and 2, item D2) - Amount in respect
assets shall only be included in a company's balance sheet
ynder this item, if either;
a.

The assets were acquired for valuable consideration
and are not required to be shown under goodwill or

.

b.

The assets in question were created by the company

.

itself.
3.

Goodwill- (formats 1 and 2, item D3). Amount representing
goodwill shall only be included; to the extent that. the
goodwill was acquired for valuable consideration.

4.

Own shares - (formats 1 and 2, items C7 and E iii 2). The
nominal value of the shares held shall be shown separately

5.

Debtors - (formats 1 and 2, items e ii 1 to 6) - The amount
falling due after more than one year shall be shown
.

.-..

separately for each item included under debtors.
..

6.

,

Prepayment and accrued income - (formats 1 and 2, 'items
Eii, 6 and F) - This item may be shown in either of the two
positions given in format 1 and 2.

7.
. .

Debenture loans (7) - format 1, items G I and B1 AND
FORMAT 2, ITEM C19.

8.

Payment received on account (format 1, items G3 and J3
and format 2, item 3).

Payment received on account of
....

.

orders shall be shown for each of these items in so- far as
.they are not shown as deductions from stock.
9.

Other creditors including taxation (format 1, item G8, J8 and
format 2 item C2) - The amount for creditors in respect of
taxation shall be shown separately rom amount for 'other
'

creditors.

. .

10.

Accrual and deferred income (format , items G9, J9 and D l
and format 2, item C4). The two positions given for this item
in format 1 at E9 and 49 are in alternative to the,'position
corresponding to that at J; it may be shown in either br both

of the other two positions (as the case may require). The
positions given for this item in format 2 are alternative. 11.

Net current assets (liabilities) - (format 1, item t-I).

Irl

determining the amount to be shown on this item, any
amount shown under prepayments and accrued income
shall be taken into account wherever shown.
.

. 12.

Called-up share capital (format I,item K1 and format 2item
A). The amount of allotted share capital and the amount of
called-up share capital which has been paid up .shall be
shown separately.

13.

Creditor-Amounts falling due within one year and after one
.year shall be shown separately for each of these ~temsand
their aggregate shall be shown separately for all of these
times.

2.9

PROFIT AND LOSS ACCOUNT FORMATS

Format 1
I..

Turnover

2

Cost of Sales (14)

3.

Cross Profit or loss

4.

Distribution expenses (14)

5.

Administrative expenses (14)

,

6.

Other operating income(l4)

7.

lncome from share in group companies

8.

Income from shares in related companies

9.

Income from other fixed assets investments (I
5)

10.

Other interests receivable and similar income (15)

1 1.

Amounts written off on investments

12.

Accrued interest expenses and similar charges

13.

Tax on profit or loss on ordinary activities

14.

Profit or loss on ordinary activities after taxation

15.

Extraordinary charges

16.

Extraordinary profit or loss

17.

Tax on extraordinary profit or loss.

18.

Other taxes under the above items

19.

Profit or loss for the financial year

20.

Earnings per share

21.

Dividend per share

,

Format 2
1.
.2.

Sales or Revenue
Change in stocks of finished goods and in work-in-progress

3.

Own work capitalized

4.

Other operating income

5.

(a) Raw materials and consumables
(b) Other external charges

6.

Staff cost

(a) Wages and salaries
(b) Other pension cost
7.

(a) Depreciation of fixed assets, depletion and amortization
of wasting and intangible assets.
(b) Exceptional amounts written off current assets.

,

,

8.

Other operating charges

9.

Income from shares in group companies

10.

Income from shares in related companies

11.

Income from other fixed assets investment (15)

12.

Other interests receivable and similar income (15)

13.

Amount written off investments

14.

Interest payable and similar charges

15.

Tax on profit or loss on ordinary activitieq

16.

Profit or loss on ordinary activities after taxation

17.

Extraordinary income

18.

Extraordinary charges

19.

Extraordinary profit or loss

20.

Tax on extraordinary profit or loss.

21.

Other taxes not shown under the above items.

22.

Profit or loss for the current year transferred to retained

earnings or reserve.

Format 3
(A)

CHARGES

1.

Cost of Sales (14)

2.

Distribution cost (14)

3.

Administrative expenses ( I 4)

4.

Amount written off investment

5.

Interest payable and similar charges (16)

6.

Tax on profit or loss on ordinary activities

7.

Profit or loss on ordinary activities after tahtion

8.

Extraordinary charges

9.

Tax on extraordinary profit or loss

10.

Other taxes not shown under the above items.

11.

Profit or loss for the financial year.

(B)

Income

1.

Turnover

2.

Other operating income

3.

Income from shares in group companies

4.

Income from shares in related companies

d

5.

Income from other fixed asset investments (15)

6.

Other interest receivable and similar income (15)

7.

Profit or loss on ordinary activities after taxation.

8.

Extraordinary income.

9.

Profit or loss for the financial year.

.,

.

...

..

Format 4

,

(A)

Charges

1.

Reduction in stocks of finished goods and work-in-progress.

2.

(a) Raw materials and consumables
(b) Other external charges

3.

Staff costs:

(a) Wages and salaries
(b) Other pension costs
4.

(a) Depreciation and other amounts written off tangib1,efixed
assets.
(b) Exceptional amounts written off current assets.

5.

Other operating charges

6.

Amounts written off investments

7.

Interest payable and similar charges (16)

8.

Tax on profit or loss on ordinary activities
.

9.

Profit or loss on ordinary activities after taxation

.
. -

.
.

Extraordinary charges
Tax on extraordinary profit or loss
Other taxes not shown under the above items
Profit or loss for the financial year.

INCOME
Turnover
Increase in stocks of finished goods and work-in-progress
Own work capitalized
Other operating income.
Income from shares in group companies
.Income from other fixed assets investments (15)
Income from shares in related companies
Other interest receivable and similar income
Profit or 'loss on ordinary activities after taxation
Extraordinary income
Profit or loss for the financial year.
NOTES ON THE PROFIT AND LOSS ACCOUNT FORMAT
Cost

of

sales:

Distribution

costs,

and

administrative

expenses, format 1, item 2, 4 and 5 and format 3, items A l ,
2 and 3.

These items shall be stated after takina iriln

account

any necessary

provisions for depreciation or

diminution in value of assets
15.

Income from

other

fixed

investments, other

interests

receivable and similar income, (format 1; items9 and 10,
format 2, items 11 and 12; format 3, items B5 and 6; format
4, items 87.

Income and interest derived from group
. -

companies shall be shown separately from income and
interest derived from other sources.
16.

Interest payable and similar charges,(formatl, item 12;
format2, iteml4; format 3, item A; format 1, item A7). The
amount payable to group companies shall be shown
separately

17.

Formats 1 and 3:
depreciation

The amount of any provision for

and diminution

in value

of tangible
....
.and
. -

intangible fixed assets falling due to be shown under items

7(a) and A4(a) respectively in format 2 and 4 shall be
disclosed in a note to the account; in any,case where the
profit and loss account is prepared by reference to format 1
2.10 FUNDS FLOW STATEMENT
This statement is more descriptively referred to as a
statement of changes in financial position. Statement of changes

in financial position attempts to communicate information about
,

,

the inflows and outflows of working capital purpose. The purpose
of this statement is to present the sources and disposition of funds
during accounting period.

.

. .

Funds flow statement is usually prepared on a working
.
.

capital basis. Working capital is defined as the difference between
.
,

current assets and current liabilities. It represents the currents that
are financed from non-current sources.
The sources from which business funds are derived can now
be summarized:
Trading profit where the total income exceeds expenses
rQquiring the use of cash or working capital.

, .

.

The proceeds of sales of long-term investments.
The proceeds of sales of fixed assets

.. .

The proceeds received from the issue of additional share
capital or the introduction of new capital by the proprietor.
The proceeds from the issue of debentures or long-term
loans.
Reduction in current assets.
Increase in current liabilities

..
.

.
.

The following are the main application of the funds of a
business:
Acquisition of fixed assets
Purchase of long-term investments.
Repayment of share capitals e.g. the redemption of
redeemable preference shares and any premium thereto.

'

Repayment of debentures or long-term loans.
Payment of dividend and income tax
Trading losses where the expense exceeds to total income
requiring the use of funds.
increase in current assets.
Decrease in current liabilities
An appendix to statements of Standard Accounting practices
10) (SSAP 10) gives an example of a possible format for

producing such' a statement for a company without subsidiaries.
The mandatory is in the following form except that it also includes
column for comparative (previous period) figures to be inserted.

2.11 SOURCE OF FUND:
(PROFORMA)
Statement of Source and Application of Funds for the year ended xxx
Profit before tax
Adjustments for items not involving
rnovernent of funds:
Depreciation
Others
Total generated from operations
Funds from other sources:
Issue of shares for cash
Others
Application of funds:
Dividends
Tax paid
Purchase of fixed assets
Others
Increaseldecrease in working capital
IncreaseIDecrease in stock
Debtors
Increaseldecrease in creditors
Movement in net liquid funds
Increase in cash balance

2.1.2 VALUE ADDED STATEMENT
The Accounting Standard Committee (ASC) advocated 'the
preparation, by businesses, of statement of their added value.
This statement constitutes the differences between the monetary
value of output and input of goods and services attributed to the
business.

The value added statement is largely although not wholly, a
rearrangement of information already disclosed in the profit and
loss account and director's report. For this reason, many people
consider it a mere cosmetic devices to place less emphasis on
profit and loss account.
The illustrative layout proposed in the corporate report was
as follows:
CORPORATE REPORT FORMAT
STATEMENT OF VALUE ADDED FOR THE YEAR ENDED

DECEMBER 31, 20... .
Turnover
Bought in material and services
Value added
Applied the following way
To pay employee wages, pension,
I.
fringe benefits
II
To provider of capital
Intevest o n loans
Dividend to shareholders
...

111.

To pay government:
Corporate tax payable

iv

To provide for maintenance
and expansion on Assets
Depreciation
Retained profit
Value added

2.13 ACCOUNTING STANDARDS

There are certain standards, which are usually considered
when drawing published annual reports on an organization. These
standards are known as accounting standards and it is being
defined as "that specification which is used as benchmark for the
recording of all accounting transactions and presentation of
financial statement".
Examples

of

such

standards

are:

the

International

Accounting Standard (IAS.5) and the statement of Accounting
.-Standard (SAS.2)

..

.

2.14 THE INTERNATIONAL ACCOUNTING STANDARD (IAS 5)

The International Accounting Standard (IAS 5) specifies how
accounting information are to be disclosed in the annual corporate
financial reports.
These disclosures are under the following headings:
(a)

The general disclosure

(b)

The specific disclosure (Balance Sheet)

(c)

The specific disclosure (Income Statement)

'

(a)

The General Disclosures:

(1)

All material information should be; that is all that
necessary to make the financial statements clear

~

I

P

allcl

understandable.
(2)

The name of the enterprise the country of incorporation, ttir
balances sheet date and the period concerned

'

by
..

thr

.

financial statements should be stated. A brief descriptiorl o f
the nature of the business of the enterprise, the currency it)
terms of which the financial statements are express~cl
should be given if they are not otherwise apparent.
(3)

The

amount

and classifications

of

items st-~ortld t ) ~

sypplemented, if necessary, by additional inforrnation to
make it clear. Significant items should be inclilded with. or
offset against, other items without separate identification.

(4)

Financial 'statement should show corresponding figr~resfor
the proceeding period.

(b)

Specific Disclosures - Balance Sheet General

10.

The following disclosures should be made:

a.

Restrictions on the title to assets

b.

Security methods providing for pension and retirement plans

c.

The methods providing for pension and retirement plans

d.

Contingent assets and contingent liabilities, quantified if
possible.

e.

Amounts committed for future capital expenditure.

1I .

Long Term Assets; property, plant and equipment.

'

The

following items should be disclosed:
a.

Land and buildings

b.

Plant and equipment

.. c.
-

d.

Other categories of assets, suitably identified.
Accumulated depreciation

.

Separate disclosure should be made for leaseholds and of
assets being acquired on installment purchase plans
12.

Other long-term assets - The following items should be
disclosed separately, including, if applicable, the method and
period of depreciation and any unusual write-offs duriiig the
period.

a.

Long-term investments
lnvestments in subsidiaries
lnvestments in associated companies
Other investments, stating the market value of listed
investments if different from the carrying amount ..in.
.the
. ..
financial statements.

b.

Long-term receivables;
Accounts and notes receivable - trade
Receivables from directors
Inter-company's receivables
Associated company receivables
Other

c.

Goodwill

e.
1

'

d.

Expenditures

carried

forward;

:.

example,

preliminary

0.

expenses, reorganization expenses, and deferred taxes.
e.

Patents, trademarks, and similar assets.

13.

Current Assets
TDe following items should be disclosed separately:
. .

a.

Cash

.

.

.

.

Cash includes cash on hand and current and other accounts
with banks. Cash which is not immediately available for use,
for example, balances frozen in foreign banks by exchange
restrictions, should be disclosed.
b.

Marketable securities other than long-term investments. The
market value should be disclosed if different from the
carrying amount in the financial statements.

c.

Receivables
Accounts and notes receivable - trade
Receivables from directors
Inter-company receivables
Associated company receivables
Other receivables and prepaid expenses.
Inventories

'

14

Long-term liabilities
The

following

items

should

be

disclosed

separately

excluding the portion repayable within one year.

a.

Secured loans

b. .

Unsecured loans

c.

Intercompany loans

d.

Loans from associated companies.

A

summary of

convenants,

the

. .

interest rates, repayment terms,

subordinations,

conversion

features

'

and

amounts of unamortised premium or discount should be
shown.
15.

Current Liabilities
Payables
Accounts and notes payable - trade

Payables to directors
Intercompany payables
Associated company paya bles
Taxes on income
Dividends payable
Other payables and accrued expenses
16.

Other liabilities and provisions:
The significant items included in other liabilities

I

,

ill

provisions and accruals should be separately disclosr?d
Examples of such items are deferred taxes, deferred inc:nrm
and provisions for pension
17.

Stlareholders' Interest.
The following disclosures should be made separately

a.

Share capital
For each cl'ass of share capital:
The number or amount of shares authorized, issired m l
outstanding.
The capital not yet paid-in
The par or legal value per share
The movement in share capital amount during the period

The rights, preferences, and restrictions with respect to the
.

'

distribution of dividends and to the repayment of capital.'

.

Cumulative preference shares in arrears
Reacquired shares.
Shares reserved for future issuance under options and-sales
contracts, including the terms and amounts.
b.

..

.
. .

Other equity, including the movement for the period and any
restrictions on distribution.
Capital paid-in in excess of par value (share premium)
Revaluation surplus
Reserves
Retained earnings.

C.

SPECIFIC DISCLOSURE - INCOME STATEMENT

18.

The following information should be disclosed;
a.

Sales or other operating revenues

b.

Depreciation

c.

Interest income

d.

Income from investments

e.

Interest expenses

f.

Unusual charges

g.

Taxes on income

..

.
. .

h.

Unusual credits

I.

Significant inter company transactions

J.

Net income.

. .

NOTE;

.
.
International Accounting Standard 6 comprises

paragraph 6-19 of the statement. The standard should, be
.

.

read in the context of paragraph 1-5 of this statement and ,of
.

the

.

preface to statements of international accounting

standards.
2.15 STATEMENT OF ACCOUNTING STANDARD (SAS 2)

Also the Statement of Accounting Standard (SAS2)
specifies the information to be disclosed in the financial
statement.
The disclosures which are to be made are under the
.

. .

.

following parts or headings:
(a)

Part 1 - Introduction

(b)

Part 2 - Definitions of terms

(c)

Part 3 - Explanation Notes

(d)

Part 4 - Accounting Standard

(e)

Part 5 - Notes on Legal Requirements (No. 26)

(f)

Part 6 - Compliance with International Accounting
Standard (IAS 5).

Part 1 - l~itroductiori
1.

Accounting information about a business entity or enterprise
is required by a variety of users.

This need dictates
the
.
.

fundamental objectives of accounting and the mode of
reporting information.
2.

Firms, orgarizations or enterprises carry on business
activities

in

a

given

economic,

social

and

political

environment and there is public interest in their operations,
for instance.
'a.

Individuals, financial institutions or group of investors. need
accounting information to determine the liquidity, profitability
apd viability of the enterprise.

.

. .

b.

Managers in an enterprise need accounting information to
measure performance, plan and control operations.

c.

Employees and customers of an enterprise need accounting
information in order to assess the ability of the enterprise to
produce goods or to render services on a continuous basis.

d.

Governments

and

regulatory

bodies

need

accounting

information in order to be able to impose and collect taxes,
to regulate certain business activities and to plan, execute
and evaluate government projects.

.

.

e.
.

Quasi-government

establishments

need

acc,o~miinq

information in order to meet their statutory obligations

.

Thus the information which are expected to be provided in
financial statements are those that are quantitative and
qualitative in nature to aid their users in making informed
. economic decisions.
3.

Financial .statements are therefore expected to be simple.
clear and easy to understand by all users.

4.

Financial statements are the means of communicating to
interested parties information on the resources, obligatiorls
and performances of the reporting entity or enterprise.

5

Meaningful information can be gathered, collected aritl
presented in different forms

The format recommended iri

this SAS is expected to be the best practice in Nigeria
Part 2 - Definitions

6.

In this SAS, the following terms are used as described
below.

a.

Accounting information refers to the data that are found

Iri

financial statements.
b

Accounting period refers to the time span, usually one

year, covered by financial statements.

c.

Financial Statements consists of Balance Sheet, profit and

Source and Application of funds statement, Value Added
Statement and Historical Financial Summary.
Part 3 - Explanatory Notes
7.

Clear and understandable

.

.

information - about the..nature

and ownership of an enterprise or entity reported on, are
usually disclosed in one or more of the contents of financial
statements described in the following paragraph.
a. The Balance Sheet:

Shows the assets, liabilities and proprietors' interest at a
,

,

point in time.

Generally, enterprises present their balance

sbeets in the form of assets and claims against those assets
by creditors and owners.
b.

The profit and loss account or the income statements,
.. .
reports revenue, earnings or turnover and the expenses of
an enterprise for a given period of accounting.

c.

Notes on the Accounts.

Usually form an integral part of financial statements
.

.

and provide detailed or supplement information in respect of
items disclosed in the balance sheet and the profit and loss
account.

. .. .
. ..

'

d.

Source and Application of Funds Statement

Provides information on the derivation and utilization of
funds during the period covered by financial statement.
When the statement of source and application of funds is
taken together with Balance Sheet and Profit and

LOSS

Account, a better insight is obtained as to how the activities
of enterprise have been financed.
e.

Value Added Statement

Reports the wealth created by an enterprise during the
period covered by the financial statements. It usually shows
how the wealth created is distributed among various interest
groups

(e.g.

employees,

government,

creditor

and

proprietors). Thus, the statement reports the claims ofsocial
and economic groups re-affirming the contemporary'.belief
that enterprises do not exist for the benefit of their owtiers
. .
(proprietors) only but, also for the society at large.
f.

Historical Financial Summary

Enables an instant comparison over a period, usually
five years, of vital financial information about an enterprise
particularly with regard to its turnover
Profit before and after taxation

Dividends
Assets employed
Issued and paid-up capital
Reserves
Minimum and long-term liabilities
.

Earnings and dividends per share
8.

.

At present, the information disclosed by some enterprises is
limited t the minimum legal requirements.

Whilst other

enterprises disclose additional information such as - source
and application of funds statement and value added
statement, little information is provided in respect of related
.. .

company transactions.
9.

.

.

.

Disclosure of information relating to financial implications of
inter-company transfers, technicallmanagerial agreements
between

a

subsidiary,

associated

company

and

its

immediate and/or ultimate parentlrelated company usually
provides additional insight into the understanding of financial
statements.

This standard takes the view that disclosure

which goes beyond minimum length requirements is useful
for a more meaningful understanding of financial statements

Part 4 - Accounting Standard

Information to be disclosed in financial statements:

The

Accounting Standard comprises paragraphs 10-24 of this
statement. This standard should be read in the context of all
the other parts of this statement and the preface. to
. .
statements of Accounting Standards published by the NASB.

-10. General Disclosures
"

. .

All accounting information that will assist users to asses the
financial liquidity, profitability and viability of a reporting entity
should be disclosed and presented in a logical, clear and
understandable manner.

11.

The financial statements of an organization should state:
a)

The name of the enterprise

b)

The period of time covered

c)

A brief description of its activities

d)

Its legal form

e)

Its relationship with its significant local and overseas

. .

.. .

. .
.

.

suppliers including the immediate and ultimate parent,
associated or affiliated company.
.

,

12.

Financial statements should include the following:
a)

Statement of accounting policies

b)

Balance sheet

c)

Profit and Loss Account or income statement

d)

Note on the Account

e)

Statement of source and Application of funds

f)

Value Added Statement

g)

Five-year financial summary

Financial
,

implication

of

.

'

...
. .

inter-company

.

.. .

transfer

and

technicallmanagement agreements between the enterprise
0

and its significant local and overseas suppliers including its
immediate andlor ultimate parent, associated or affiliated
company should be disclosed.
14.

Financial statements should show corresponding figures
for
.
.
the preceeding period.

.

...

.

.

Balance Sheet
The Balance Sheet or related notes should disclose
the following information.
Specific Disclosure
Assets
'15.

Fixed assets - property, plant and equipment.

(a)

Land: Freehold and leasehold

4

(b)

'Building.

(c)

Plant and equipment.

(d)

Other categories of assets, suitably identified

(e)

Accumulated depreciation for each category.
Separate disclosure in a note form should be made of assets
on lease and assets acquired on installment purchase plans.
Such a disclosure should include the types of' -assets
involved, their amounts and the periods covered.

16.

Other long-term assets:

(a)

Long-term investments (quoted or unquoted) distinguishing
between
(i)

(b)

.

Investment in subsidiaries

(ii)

Investment in associated companies

(iii)

Other investments

Long-term debts:
All long-term debts including their tenure.

(c)

.

,

Intangible assets
(i)

goodwill

(ii)

parents, trademarks and similar assets

(iii)

deferred charges such as:

Pre-incorporation and formation expenses

Pre-production expenses and re-organization expenses.
Any write-offs during the period and the market value of
investments should be disclosed.

17.

Current assets

(a)

Stocks and spare parts

(b)

Current portion of long-term debts

(c)

Trade debts

(d)

Payment and sundry debtors

(e)

Directors' debt balances

(f)

Subsidiary and associated company's debt balances.

(g)

Short-term investments (including treasury Bills, certificate
.of Deposit and commercial notes)

.

.

.

(h)

Deposit with Central Bank against imports

(i)

Amount awaiting remittance to overseas creditors

(I)

Cash and bank balances.

18

Capital and Reserves

(a)

The variety of Ownership interests such as' ordinary shares,

.

....

.

-

.

preference

shares,

, ,

.

cumulative,

non-cumulative

.

and

participating preference shares.

. .

(i)

The

number,

nominal value

authorized and issued.

and

amount

of

shares

(ii)

The right, preference and restrictions with respect to the
repayment of capital.

(iii)

Cumulative dividends in areas

(iv)

Shares reserved for future issues under options sales
contracts

and

options

for

conversion

of

loans
....

debentures into shares, including the terms and amounts.

and
.

(v)

Movement in the share capital accounts during the period

(b)

Other shareholders' interests, indicating movement during
the period and any restrictions on their capitalization by way
of bonus shares:
(i)
(ii)

Share Premium or discount

.

Revaluation surplus

(iii)

Revenue and capital resources

(iv)

Retained earnings

19.

Liabilities:

(a)

Secured loans

(b)

Unsecured loans

(c)

Loans from holding subsidiaries and associated companies.
Details of the applicable interest rates, repayment terms,
covenant, subordination, etc, should be disclosed.

Current Liabilities:

Amount

due

to

holding,

subsidiary

and

associated

companies.
Trade creditors
Other creditors and accrued expenses
Current taxation
Current portion of long term liabilities
Bank loans and overdrafts.
General

Restrictions on the titles to assets.
Restrictions on the distribution of dividends.
Securities given in respect of liabilities.
The method of providing for pension and retirement%chetne
together with statement as to whether the scheme is'funded
..

or unfounded.

.
.

.

Contingent assets and contingent liabilities.
Amounts

approved

or

committed

for

future

capital

expenditure.
Events that have occurred after the balance sheet date bu
before the financial statements are approved by the Board
Profit and Loss Account (Income Statement).

The followirig information should be disclosed:
Turnover/sales and other operating revenue.
Other earnings, distinguishing between interest income,
Income from investments and other sources.
Interest charges
Taxes on income
Unusual charges
Unusual credits
Depreciation
Auditor's remunerations
Director's emoluments
(j)

Net Income

23.

Source and Application of Funds.
The following disclosures should be made:

(a)

Source of funds; funds generated from operations

.

.

. ..

(b)

Funds from other sources

(c)

Application of funds:
Loan repayment
Fixed assets acquisition
Payment of dividends
Payment of taxation, etc

.

(d)

Increase or decrease in working capital in respect of:
Stocks
Debtors
Creditors, etc

(e)

Movement in net liquid funds

2.4

Value Added Statement

The statement should show separately the following:

h)
(b)

Sales to outsiders.

.

(I

Purchases (goods and services); distinguishing between
imported and local items.

(c)

Benefits to various groups such as:

(i)

Emplpyees

(ii)

Owners and other suppliers of capital

(iii)

Government

(d)

Money retained for maintenance and expansion o f the
enterprise.

25

Effective Date.

This

standard

becomes

operative

for

financial

statements covering period beginning on or after 1' January,

Part 5 - Notes on Legal Requirements.
26.

The requirements of this standard are complementary to any
disclosure requirements of the Companies Act, 1968 and
related Regulation

27.

The' requirements of this standard accord substantially with
the requirements of the International Accounting Standard
No. 5 - "Information to be disclosed in statements".

. .

2.16 CHARACTERISTICS OF GOOD FINANCIAL INFORMATION
For information to be good and adequate, it must exhibit
.

....

certain characteristics. Such characteristics are as follows:

-.

(a)

Accuracy:

.

The said information must be accurate. - This

goes a long way in helping investors in making investment
decisions for any decision based on false or inaccurate
information will not be positively effective.

The annual

financial report is regarded by some critics as incomplete:
This is because there are some transactions which they feel
should be included but, because they cannot be measured in
monetary terms, are excluded. Another reason why financial
accounting information can be said to be inaccurate is
because of the going concern nature of business, while the

7%
. -

reports are for a fixed period of time, the business. is still
.

going on
(b)

Conciseness arid Preciseness; Conciseness is a quality
which

is

admired

in

information systems.

Concise

information means that it goes straight to the point and
avoids unnecessary rambling.

As to preciseness, Halls

(1976), said, among other things, that it must be given in an
easily assimilated form and in a manner of appropriate to the
occasion or purpose.
(c)

Understandability:

For information to be regarded. as a

good information it should be presented in a form and
context understandable to the users.

Presentation can

either be textual (written or memoranda), tabular, pictorial or
diagrammatic.

Each

of

these

methods

have their

advantages and disadvantages, but they all aid users to
understand the information presented.
(d)

Speed:

Some information lends itself t o speed:

.

.

.

Such

information can be gathered, analysed and presented
quickly. These days, the situation is also dynamic that if the
information is not speedily presented, it quickly becomes
outdated.

2.17 PRINCIPLES

AND

ASSUMPTIONS

UNDERLYING

FINANCIAL ACCOUNTS

....

Principles are general ideas that are intended to guide
accountants in recognizing, recording and relating economic

.

events.
Assumptions represent common understanding about

the accounting entity and the environment under which
principles will have to be applied.

SOME BASIC ACCOUNTING CONCEPTS
According to Nwoha (1998), principles in Accounting are the
....

rules that accountants must follow when it becomes necessaryjo
..

.

exercise judgment about the choice and application of conflicting,
fundamental

concepts

(essential

ideas

which

permit

the

identification of and classification of events). These principles are
not unchangeable laws; they are developed to serve the needs .of
. .decision makers. They include among others

(a)

Substance over form
In

order

to

reflect

economic

activities,

accounting
.

...

emphasizes the economic substance of events, even .though
.. , , .

the legal form may differ from the economic substance.and
suggests a different treatment.

While accountants regard

business enterprises as separate entities from their owners
their legal counterparts take them as the same especially the
sole proprietorship and partnership.
accounting

principles

sometimes

This implies that
conflict

with

legal

principles, and where this happens, accounting principles
prevail.
.

,

This

is

because

business transactions are

accounted for in accordance with what accountants feel
would revel their substance and financial reality, their legal
basis notwithstanding.
...

(b)

..

Materiality
The basic feature of materiality as a principle is only
0

concerned with information that is significant; that is the
effect an item will give on ultimate users of the account. One
of the responsibilities of the accountant is to summaries the
data in the records of a business in a way to make them
meaningful to the users of the reports.
Too much data may be misleading as' too little. If too
...

.

much information is presented, the relevant items may be
hidden and this may lead to the user making decisions that
are likely to be unsound.

But too little information, on its

part, may not promote good predictions and decisions.

Whether or not an item is significant or immaterial depends
....

on judgment and the particular circumstances.
..

(c)

.

Prudence or conservatism
This principle is generally used to mean that accountants
.,

should report the lowest of several possible values for
liabilities and expenses.
.

It also implies that in preparing

financial accounts, accountants should recognize expenses

.

sooner rather than later and the revenues should be
recognized later rather than sooner.

Thus, pessimism is

assumed to be better than optimism in accounting

his

is

because overstatement of profit and valuation is more
daqgerous

for

any

business

and

its

owners

than

understatement. It assumes that the consequences of loss
or

bankruptcy

are

consequences of gain

much

more

serious

than

,the

Therefore, the risk that what' is

reported may turn out subsequently to be untrue and the risk
that what is not reported may subsequently turn out-.to ,be
true justify this principles because of the consequences
involved.
(d)

Fairness

..

.

...

.

This principles holds that in preparation of the accounts of a
business, the accountants should serve all the parties
interested in the account fairly and equitably. He should
know that these interest parties, creditors, management,
government, investors, employees, business and financial
analysts need accounting information to help them make

. .

decision concerning the allocation of their resources,. The
accountant

should

provide

such

information

.without

favouring any particular group. Therefore, the accouniant
should present a satisfactory expression of the operation of
the business for the period covered by the accounts and
should be characterized by neutrality and fairness.
(e)
.

.

Objectivity
This means independent judgment by the accountant
who prepares the accounts.

The accounts should be

prepared in such a way that is possible for another person
who is qualified to verify the figures in the acci?urits.
Therefore, accounting records should be based, as m u d - a s
possible, on verifiable evidence. These principles helped to
justify current practice of adopting historical cost concept.
Objectivity implies the measurement that has an existence
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separate from the person making the measurement. An absence
of subjective valuation and personal bias is assumed. The
evidence provides the means whereby the measurement itself can
b e verified.

(7) Disclosure
This implies that explanatory notes should accompany the
accounts published for public consumption to show that the figures
arrived at in the accounts were not made to give a misleading
accounting statement. This disclosure helps to amplify the
accounting statement.
(8) Accounting Entity Concept
Accounting entity is reflected by the accounting equation:
ASSETS = LIABILITIES FOR ASSES = LIABILITIES + OWNERS
EQUITY
Meigs et al (1981) in his opinion said that Accounting information is
complied with for a clearly defined accounting entity; so is enterprise,
whether conducted as a single proprietorship, partnership or corporation.
Accounting entity is different from a legal entity although some
accounting entities are also legal entities. For example, a

corporation is both an accounting and legal entity, so areestates,
trusts and government agencies. But a sole proprietorship is only
an accounting entity and not a legal entity since the liability of the
sole proprietorship is unlimited; that is he is fully responsible for his
debts.
The choice of accounting entity is liberal and flexible; for
example; where several businesses are owned by one man,
"accounting recognizes each one as a different entity even though
.
,..

they are owned by one man.
As a general rule, we can say that any legal or economic unit
which controls economic resources and accountable for those in
an accounting entity.
(h)
. '

The Going Concern Concept

The going concern concept has an underlying assumption .that an
accounting entity b e continuous in its operations.

It ignores
.

. .

immediate liquidation values in assets and liabilities in presenting
.

,...

the balance sheet.

.

-

.

, .

It is assumed that the business will continue for indefinite
number of years. As such, any amount paid in advance e , g rent.
will be spread throughout the number of years covered by the rent.

.

.

The going concern assumption

-

is adopted by every

accountant until it becomes unrealistic. It is often dropped when
the business is about to be liquidated and the statements are
prepared for liquidation purposes.
(i)

Periodicity
The most appropriate and accurate time to measure the

result of business activities is at liquidation. But the management,
"

owners, government, agencies and other users of accounting
....

.

information prefer a timely basis and their interest in the business
activities cannot wait indefinitely for such information.

So,-the

periodicity or time concept states that the accountant divides or
has to diyide the indefinite life span of the business into arbitrary
time periods.

Such time periods can be monthly, quarterly, or

even yearly, and it is during each of these periods that' the
accountant submits his records.
Some people in the accounting profession believe that the
shorter the period the more difficult it is to determine :the' net
income of the business. The net income provided by qu.arterly
period is considered fair. Subsequently, the year reports are more
reliable than the quarterly reports.

This phenomenon provides

interesting examples of a trade off between reliability and

timeliness in preparing financial data.

It is the opinion of this

researcher that the reverse also holds true, than the longer period,
the more reliable the reports become. For instance, if the annual
report were prepared every ten (10) years it would be less reliable
than the year reports but more reliable than fifty years reports.
Therefore, the optimum period to assume becomes a contingency
problem.

(j)

The Monetary Unit Concept.

.

.

This monetary unit concept indicates denomination used in
measuring economic activity and that money also provides the
basis

for

measuring and

analyzing

accounting

information.

Support for the assumption lies in the fact that the monetary unit is
. .

relevant, simple, universally available, understandable and'useful.
Quantitative data are more useful in measuring economic activity
and as such the concept of monetary unit is applicable to
accounting activity in monetary units.

The accountants ;assume

money to be a stable commodity or unit just as an acre in
measuring area. By so doing, they ignore the changing value of
money and inflation, and lead themselves to critics who criticize
and question the suitability of such a concept is followed by
accountant for the reasons of every addition and calculation, for

example, an accountant can add the cost of a fixed assets ..bought
..

in 1979 to the value of another assets bought in 1980 and if the
assets cost N80,000, respectively, a total of N160,OOO will be
arrived at without any difficulty.

For this reason, many critics

postulate that financial information is an unreliable source - o f
'

'

decision-making aid.

(k)

The Consistency Concept.
....

,

This concept states that a particular accounting methodonce
....

adopted, should continue to in use in the business from one time
..

,

period to another without any unnecessary changes. This enables
the users of financial report to be able to interpret, intelligently, the
changes iri the financial position and the amount of net income.
Notwithstanding this, management (with the assistance of
. .

accountants) can change the method of accounting when there is
need to do so and when they judge that a different method will be
better for the users and the business. When there is irnportarit
.

.

change in the method, the external auditor ,must report, on
.. , .

certification to the accountants that a change has occurred.
Again, if the net income of the current year is compared to
that of the previous year, it must be shown. Finally, consistency

applies

to

a

single

accounting

entity

and

increases

comparability of financial statements from period to period.

the
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CHAPTER THREE
RESEARCH DESIGN AND METHODOLOGY
3.1

RESEARCH METHOD

There are many research methods in use. The choiceof the
one to use depends on the type of research one wishes to
carryout.

For the purpose of this research work, analytical

research method is used. This method was chosen because 'it is
the method that best interprets the financial reporting under the
Companies Allied Matters Act, (CAMA), 1990.
3.2

SOURCES OF DATA

There are two major sources through which the research
collected information used in the research work. These are. the
primary and secondary sources of data.

3.2.1 PRIMARY DATA
Primary data, according to

..

Osuala

expressly collected for a specific purpose.

(1982), are

data

These data. .were

collected through mere observation, structured 'and undisguised
questionnaires and oral interviews.

3.2.2 SECONDARY DATA
These are data that are already in existence and were
,

.

collected by consulting journals, seminar papers, and text-books

and lecture notes, published financial statements, and company
domestic reports.
3.3

RESEARCH DESIGN
The techniques used by the researcher in gathering data

are: Direct Personal observation, the Questionnaire and the Direct
.

....

Personal Interview.

These techniques for fathering data were
.. . .

used in order to obtain adequate answers to the research
questions and to test the hypotheses.

3.3.1 Direct Personal Observation
Direct personal observation was used in checking the
reporting procedure of the companies studied.

This was to

ascertain the extent of compliance with the requirements of the
Companies and Allied Matters Act, 1990. Data were also collected
through the study of various documents on financial reporting
.. . .

under the Companies and Allied Matters Act, 1990.

. ..

3.3.2.Questiomaire
Questionnaire used was of the closed and open-ended type.
Closed ended questions are those in which answers to the
questions

asked

were

suggested

and

a

box

provided

corresponding to each option. The respondents were required to

tick the appropriate sign required in the box corresponding to the
option chosen.
Open-ended questions are those in which questions ,are
asked and space provided for the respondents to give the answer
in their own words.
The
questions.

questionnaire was

.
.

based on the four

. .

.

research

The questionnaires were employed to seek the

opinions of the respondents on various questions, which the
researcher considered pertinent.
3.3.3 Personal Interview

In using personal interview, the Managing Directors of the
two co.filling stations in Enugu were interviewed by the researcher
during which data on the net profit figures, loans and interest rate
(cost of credit) were ascertained. Structured questions were
.... also
.
used in colleding data from the Chief Accountant a n d other
..
,.

managers of the companies as regards issues known only totop
management and require discretion.
3.4' DETERMINATION OF SAMPLE SIZE

Sample is that part of population chosen for study as a
representative of the whole population or universe.
strength in the firms studied were found to be:

The staff

Mobil Oil

-

Texaco Nig.

-

40
-

Total number of staff studied

-

90

50

Since the staff strength of the companies studied is manageable,
it
.

was considered reasonable to study the entire population.
3.5

METHOD OF DATA ANALYSIS

..-.

. .. .

The data that were collected were tabulated and presented
using statistical tools like comparative tables, percentages, pie
chart and bar charts. Also, the hypotheses were formulated and
tested using the chi-square (x2)distributions.
.3.6

VALIDITY AND RELIABILITY OF MEASURING INSTRUMENT

Gray (1981)) refers to validity of measuring instrument 'as the
..

.

. .
.

-degree to which an instrument (test) measures what it is supposed
,,..

. .

..

to measure while reliability, he refers to as the degree to which
the
. ..
test instrumerit consistently measures what it purports to measure.
Therefore, an instrument is valid to the extent that it has
been designed to achieve the research objectives. The measuring
instrument employed here was validated by ensuring that 'the
,questions were structured in a manner which would enable the
researcher obtain information pertinent to the purpose- and
.

....

objectives of the study. Also a pilot study was carried o u t . The

questionnaires were distributed six numbers of staff from each
company chosen as pilot group. The purpose was to ascertain
whether the instrument needed some changes before beginning
.

.

the actual study.

Responses were received and since all the

questions recorded positive responses, the instrument was
assured to be valid.

In ensuring the reliability of the measuring instrument,, the
researcher, meticulously, avoided any ambiguous questions since
such would have given varying meanings to the respondents. This
would help to generate accurate and consistent responses
whether the instrument is used. Also, the researcher posed the
question in a manner devoid of bias.
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PRESENTATION, ANALYSIS AND INTERPRETATION OF DATA
This study chapter deals with the analysis and interpretation of
data collected.
In analyzing the data, the researcher employed various methods,
which are believed to bring out certain salient relationships between
responses, make comparison easier and lead to certain deductions. The
methods employed included use of percentages, tables, bar charts and
then use of chi-square (x2).
4.1 RESPONSE RATE
The response rate is 100 percent. Ninety sets of questionnaire
were distributed personally to the staff of the companies studied that is
the Mobil Oil

PIC

and the Texaco Nigeria Plc. All the distributed

questionnaires were collected by the researcher. This was possible after
repeated personal visits by the researcher aimed at exhorting the
respondents to appreciate the need for the return of the filled
questionnaire.

4.2

ANALYSIS OF THE BACKGROUND INFROMATION

4.2.1 Categories of the Respondents.

The researcher wanted to ascertain the categories . .of
. the
.

respondents of the companies studied.

From table I belpw, it

was found that out of a total of 50 employees of the Mobil Oil. Plc,
4 respondents representing 8 percent are financial analysts,' 36

respondents representing 7 2 percent are investors, while 20
percent are bankers.
Table 1: Categories of the Respondents.
'

-'Test
Analysts
Question:
Categories of

Bankers

~otal

officials

I

Source: Analysis of Questionnaire Responses.

On the other hand, it was discovered that 5 percent of 40
employees of Texaco Nigeria PIC are financial analysts,

70

percent are investors, 7 . 5 percent are Revenue officials while 17.5
percent are bankers. This finding is further validated by fig 4.1.
below.

!

Fig 4 . 1 : Response on categories of Respondents.
Percentage '10
Mobil Oil PIC

Categories of'staff
Analysis

Investors

Revenue
Officials

Bankers

Table 4.2: Respondents' Position in the office
__
.

Test question:
Position
respondents in
off~ce
-----.- -

---

-A

- --~.~
.

Others

.;, ;,. T. - . .

.

otal

of
the
-.- .--.- -

.-

Mobil Oil PIC

-

- --

Texaco Nig. PIC

-

Source: Analysis of Questionnaire Respomes

From table 2 above, it was noticed that 4 percent of the
employees of Mobil Oil PIC are managers, 2 percents are

I

'1

.

1

Accountants while 94 percent represent other cadres of staff. .On
,

other hand, Texaco Nigeria PIC which has total staff of 40 has 2.5
percent as Managers, Accountant has 2.5 percent of the lot,.and
95 percent of the staff are other officers in the company.
Table 3: Level of Educatiori
11-st

.

....
, -

..

.

(3uGstion

Ctlucal~orial qualification
of respondents
-

.

.

.

-

.-

--

Total
. Average ('10)

Source: Analys

The level of education of the respondents shown in table 3
above, indicates that out of 50 employees of Mobil Oil ,PIC, 4
percent attained elementary six. 6 percent were drop-outs from
....

.

secondary schools, 30 percent were holders of senior secondary
school certificatelor General Certificate in Education Ordinary
Level. Others are 20 percent were Diplomalor National Certificate
.in Education holders and 40 percent were graduates and above.
Again, of 40 employees of Texaco Nig. Plc, 5 percents were
elementary

six

holders, 7.5 percent were

drop-outs frOm

secondary schools, 25 percents were holders of SSCEIGCE
Ordinary level, while 25 percents of the staff were Diploma

holders and Graduates and above were 37.5 percent of the
,

.

employees of the company.

4.3

ANALYSIS OF QUESTIONNAIRE RESPONSES

"

4.3.1 Company's Strict Adherence to the Provisions of
Companies and Allied Matters Act 1990.
The researcher wanted to find out whether the companies
studied adhere strictly to the provisions of the Companies and
Allied Matters Act of 1990 with regards to content of the financial
statements.
Table 4: Adherence t the Provisions of CAMA, 1990 By Companies.
-- -- - -.-. - .- .
. ..
.
. -- -.---- .~

-

..,

I

. .--.-

1 Agree
.

.

Strongly
Test Question:
agree
Companies
adhere strictly
to
th?
provisions
of
1990
CAMA
--.
.

.-

.. --

I

.
. .. . -.

Undecided

~isa~ree;%ron~l~
disagree

1

~olal

---

Mobil Oil PIC

I.

A v e r a y e.-..
p)
I (.Solirce:
.i
L..-Analysis of Q~reslior~naire
I
~

..

. .

.-..

From table 4 above, it was found that 90 percent of
employees of Mobil Oil PIC agreed that the company adheres
strictly to the provisions of the Companies and Allied Matters Act,
.,.

1990.

On the other hand, it was found that 92.5

...

of

..,.

.

employees of Texaco Nigeria Pic agreed that the company
complies with the provisions of CAMA 1990 with regardsUtothe
. .

..

content of the financial statement. This finding is further validated
.
.in fig. 4.2 below.
..,,

.. . .

Fig 4.2 Opinion
CAMA, 1990.

011Company's

Compliance with the provisionsof
Mobil Oil PIC

Stroriyly
Agree

Agree

Undecided

Disagree

Slrollyly
Disagree

The researcher further validated the above findings by
examining through the financial statements of the two companies
collected and compared them with the minimum requirements .of
. .

CAMA, 1990.

It was observed that these companies' financial

statements have provided sufficient and adequate information
.
.

such as to:

..

.

Disclose with reasonable accuracy, at any time, the financial
,

,

position of their companies.
Again, the annual reports prepared comprise the following:
The Statement of the accounting policies.
The Balance Sheet as at the last day of the year.
A profit and Loss Account for the year
Notes on the Accounts
The auditors' reports
The director's reports
A value added statement for the year

A five-year financial summary
In respect of the above information, it could be seen that
these companies have adhered to section 334(1) and (2) .of,the
Companies and Allied Matters Act of 1990.
Furthermore,

the

researcher

observed

that

these

Companies adopted vital accounting policies as laid down by
CAMA, 1990.

The vital accounting policies adopted by these

companies are hereunder stated:

0S

Basis of preparation of Accounts:

The accounts of these

companies studied are prepared under the Historical Cost
Convention.
Depreciation: Depreciation was provided on a straight4ine
basis to write off the cost of fixed assets over their estimated
useful lines.
Turnover: The turnovers of both companies represent the
net value of goods and services provided by the Companjes
to their third parties.
Exchange Rate:

Transactions in foreign currencies,. - have
.
. ~.

been translated to naira at the rate of exchange ruling,at the
dates of transactions; balances in foreign currencies,have
been translated to naira at the rate of exchange ruling at the
balance sheet date.

Profits or losses on exchange are

included in the profit and loss account.
Exchange Rate; Transactions in foreign currencies have
been translated to naira at the rate of exchange ruling at the
dates of transactions; balances in foreign currencies have
been translated to naira at the rate of exchange ruling...at the
.
.

-

. .

balance sheet date.

Profits or losses on exchange are

included in the profit and loss account.

(f)

.

.

Deferred Taxation: These companies did not provide . .for
,.,.

deferred taxation.

.

.

The researcher finally compared the profit and loss Account
and Balance Sheet prepared by the Companies with the format
that have been laid by the CAMA, 1990. it was observed that, in
respect of the Balance Sheet details, all assets and liabilities of
,these companies have been properly disclosed in accordance
with CAMA, 1990 and in their profit and Loss Account, items that
...

. ...

were required to be disclosed by CAMA have a l s o been
disclosed.
..

Note:

..

Attached to this research work are the copies It'he

companies'

Profit and

Loss Account, the

Balance

Sheet

Statement, the Source and Application of ~ u b d s ,and the FiveYear Financial Summary for the periods 1988 to 2002.

4.3.2 Reasonfs) why companies comply with the minimum disclosure
requirements of Companies and Allied Matters Act, 1990.
. -

Here the researcher wanted to find out why the Companies
.. . .
selected

have

to

comply

with

the

minimum

disclosure

requirements of the Companies and Allied Matters Act, 1990.
Some of the responses stated that since their companies
are public liability companies that they are requirement by law to
file their annual accounts with the Corporate Affairs Commission
and the Nigeria Stock Exchange. Some claimed that it is usually
required by Tax officials for tax assessment of that companies,
....

.

while others said that it is usually sent to shareholders in order to
enable them.assess the performance of their companies
4.3.3

Readership and Understanding of Corporate Reports by
Respondents
The

researcher

wanted

to

ascertain

whether

the

respondents can read and understand the information content'of
the Corporate Report.

Table 5: Respondents Reading and understanding of corporate
Financial Reports
. .-Test Question:
You can read and
understand
the
Corporate Financial
.Report.
- .. .-..-- .
- ..
. .

..-.

-

Total

I Mobil Oil -Plc
- .- -

I

-

--

.

.

-

,...
.-

-- - - -.
-

--

Texaco Nig

TotallAverage (Oh)

Table 5 above, depicts that 70 percent of the employe& of
the Mobil Oil PIC read and understand the information content of
t h e corporat6 report while 30 percent stated different opinion.
On the other hand,75 percent of the respondents from 4he
Texaco Nigeria PIC claimed they can read and understand the
information content of the corporate report whereas 25 percent
said they could not.

The researcher further most of .. the
.

respondents who upheld the view that they read and understand
. .
the information content of the corporate report so as to validate
. .
their claims

..

.

Most of the respondents interviewed on how the cost of .tile
goods and operating expenses were arrived at could not give the
correct answer. This shows that most of the respondents who
agreed that they read and understand the information conterit of
.

.

the corporate report do not.
Moreover, when the researcher interviewed those who
answered 'No', it was discovered that the respondents have :little
or no educational background and as such it will be very .difficult

for them to comprehend the information content of the corporate
report.
4.3.4 Use of the Corporate Reports by the Companies

The researcher wanted to find out what the Companies
studied do with corporate report.
Some of the respondents stated that the corporate reports
assist them to assess their company's performance with regard.
.
.
to
- .viability, profitability and credibility Some claim that this is used
by management for purposes of decision making while others
.

.

claim that it is used as a basis of comparing their company's
performance with that of their counterparts.

4.3.5 Relative Values attached to Annual Corporate Report By

Respondents

The researcher aimed at knowing the relative values which
the respondents attach to their company's annual corporate
report.
Table 6: Relative Values attached to Annual Corporate by respondents.
-- ..- . . -- -. -----Test Question:
~ 6
Respondents'
agree
relative
values I
attached
to
corporate report is
hiah.

I
I

n

~

I
I
1

d

~

---

-.

..

- -.- . --

~ ~ ned e c- i d e- q ~ i s a g r e e1 Strongly
-

A

i

Source: Analysis of Questiom~aireResponses.

From table 6 above, it was observed that 40 percent of the
employees of Mobil Oil Plc agreed that they attach high relatjve
values to corporate report of their company.

Of this ratio, 18

percent agreed strongly with the attachment. Again, it was'found
.. . . .
that 56 percent disagreed.

Of this ratio, 40 percent strongly

disagreed.
On the other hand, 42.5 percent of the employees of Texaco
Nigeria Plc agreed that they attach relative values to the annual
corporate report of their company while 50 percent of the lot

1. I

t

)I;

11

disagreed. This finding is further validated by fig 4.3(a) Fig 4.3(b)
below.
Fig 4.3(a): Opinion on relative values attached to corporate report
by staff of Mobil Oil Plc.

Strongly
Agree

Agree

Undecided

Disagree

~tror~gly
Disagl-ec!

Fig 4.3(b) Opinion on relative values attached to corporate reporl, by
Texaco Nig PICStaff.

Strongly
Agree

Agree

Undecided

Disagree

Strongly
Disagree

4.3.6 Company's disclosure of information relating to distribution
and Administration expenses, operating cost, earning per
share and dividend per share in the profit and loss account.

Here the researcher wanted to find out whether these
. .
companies highlighted some of the essential aspects of financial

information in their Profit and Loss Accounts.

Table 7:

Disclosure of information relating distribution and

administration expenses, operating cost, earning per share and

,

dividend per share in the Profit and Loss Account by Companies.

I.Tesauesti

.

I--

Disclosure of Earning per
share, Dividend per share
etc by Companies in
Account
Profit and Loss
-

Yes

~

No

r

.....

.

_,.

Yo

No

.

Mobil Oil

50

__

.

,

40

__

,

.

.

40

.

100

,

24

.

%
.

.--..~

Texaco Nig PIC

,

Total

.

~

100.
.. . --100. .
.,,.

-

39

.

90

.-

..

.

..

From the above table 7, the responses obtained indicate
that 62 percent of the employees of Mobil Oil PIC agreed that
turnover, distribution and administration cost, operating cost.
earning per share and dividend per share are being highlighted in
their profit and loss account. On the other hand, 60 percent of the
staff of Texaco Nig PIC agreed that turnover, distribution and
administration cost, operating cost, earning per share and
.,

..

dividend per share are being highlighted in their company's Profit
and Loss Account while 40 percent disagreed.

4.3.7 Companies do show details relating to fixed assets a s h a v e
been laid down by the Companies and Allied Matters Act,

The
.

.

researcher's aim

was

to

know

whether, these

companies' Balance Sheets show details relating to fixed assets
as spelt out in the Companies and Allied Matters Act, 1990

Table 8: Companies do show details of fixed assets .as .laid
"

by the Companies and Allied Matters Act, 1990.

l est
Quest ion:
Strongly
Companies
agree
do
show
details
of
fixed assets
In accordance
with
CAMA
provisions '

Agree
disagree

I

- .-

Mobil Oil PIC
.

,

lexaco Nig PIC

\

r

L

_L-L----

I

Source Arialysis of Questionriaire Resporises.

Table 8 above shows that 68 percent of the 50 staff of Mobil
Oil PIC selected disagreed that the balance sheet of'their
company has details of the fixed assets as laid by the CAMA,
1990. On the other hand, 75 percent of the staff of the Texaco
Nigeria PIC selected disagreed.

To validate the above findings, the researcher examined the
balance sheets of the two companies and observed that the
details of the fixed assets have not been disclosed in them but
have been disclosed in the notes to the accounts.
4.3.8 Reasons for disclosinq or hiqhlilqhting the fixed assets

of companies in the annual financial reports.

. .

.

,.

The researcher, at this juncture, wanted to know why 'the
details of fixed assets of companies should be highlightedin the
financial reports.
Some of the responses to this item stated that the details of
the fixed assets are being disclosed in the annual report in order
to give different individual bodies (such as the shareholders,.'the
creditors, the tax authorities and other government agencies, etc)
what their assets look like.
Others said that the details of their fixed assets have
been
. .
disclosed so as to enable different groups of assets position looks
.
.

like with that of their counterparts.
Further, others claimed that the fixed assets need to be
highlighted in order to give shareholders and other groups of

I

.~ .

users an insight of what rates have been used to write off the cost
of each assets over its estimated useful life.
4,3,9 Effect of Non-Compliance with the Companies and

Allied Matters Disclosure Requirements by Companies
vis-a-vis performance.
At this juncture, the researcher wanted to know whether
non-compliance with the Companies and Allied Matters minimum
disclosure requirements has led to poor performance.'of'the
selected companies. From table 4.9 below, it was found that 66
percent of the staff of selected Mobil Filing station agreed that
non-compliance with the CAMA disclosure requirements led to
poor performance of their company.

Of this ratio, 46 percent

agreed strongly with the non-compliance effect.

Table 9: Effect of Non-compliance with the CAMA disclosure
requirements -on the company's performance.

Mobil Oil PIC
-..-

'

I Ill

On the other hand, it was found that 75 percent of the
selected Texaco oil staff agree that non-compliance with the
CAMA's disclosi~re requirement had effect on their company's
performance of which 55 percent agree strongly with the effect.
To validate the above findings, the researcher employed
certain financial ratios to evaluate the performance of companies
studied; and some of the ratios used include:
(1)

The profitability ratios

(2)

The liquidity ratio

I.

Profitability ratios

.

.

.

.
..

.

. .

These are accounting ratios used in measuring the overall
profit performance of a firm, as revealed by the returns earnings
generated by sales and investment. The ratios aim at bringing to
light the profitability of a firm's operation, the management
efficiency as measured by returns on capital employed and. the
intensity of capital usage (that is, the rapidity with which invested
.

.

capital is turned over). The principal sub-groups of ratios used to
in analyzing the performances of these companies among others
include;

(a)

Return 011 Capital Employed (R.O.C.E)

(b)

Net Profit Margin (N.P.M)

(c)

Gross Profit Margin (G.P.M)

(d)

Earning Per Share (E.P.S.)

(e)

Dividend Per Share (D.P.S)
Formulae

(a)

Return on Capital Employee (R.0.C.E) Profit After Taxes (PAT)
Total Capitalization

(b)

Net Profit Margin (N.P.M) =

(c)

Gross Profit Margin (G.P.M) =

Gross Profit
Total Sales (Turnover)

(d)

Earning Per Share (E.P.S.) =

Profit After Tax
Total No of Shares

(e)

Dividend Per Share (D.P.S) =

Dividend Pay out
Total No. of Shares

Net Profit
Total Sales (Turnover)

'

,

Table 10: Profitability
MOBIi-Gi-L- Ratios
P-LC for the Periods
,-TEXACONiG
2001 and 2002

-.

-

.

-

... - - -

Profit before
Taxation
. .- -- - -Capital
employed
. ~ .. .
.
Profit
After
Tax (PAT)
Net profit'
-- -. ?urnover
Gross Profit
I.

shares
- -.
shares
shares
50k
shares
.
... ..- . --.
-.
. shares
.--.-.- -- ---- - -Dividend
(474.230)
( 1 rE8.911)
(580.546)
(680 327)
Payout
-. - . .---- - ..
Return
on
capital
employed
Net
profit
margin
.,
-..Gross profit
margin
Earning per
share - --.---Dividend per
share 1
-....-Socrrces. Compiled from the ~ o m p a n i e s~' n n o a Repotfs
l
and Accounts of
2002 and the Nigeria Stock Exchange Fact Book, 2003.
-

-

.--

I

-

I

ANALYSIS OF PROFITABILITY AS AT 2002

I

,

.

(a)

Return on Capital Employed:

This is expressed as:
Profit After Taxes
Capital Employed

,

Table 10 shows that a profit of 69% is made from the Mobil Oil's
internal operations in 2002. This performance is quite impressive
. .

On the other hand, Texaco Nigeria PIC made an impressive
profit of 65% from its capital employed in2002

(b)

Net Profit Margin
..

...

This measures the profitability of the firms in relation to
turnover.

.

.

From table 10 above, it was observed that Mobil Oil made a
net profit margin of 0.03:1, which means its net profit in' 2002
stood at 3%. On the other hand, the Texaco Nigeria PIC clocked
in 6% as net profit margin in the same period.
(c)

Gross Profit Margin:

This is similar to Net Profit Margin, discussed above except
that this ratio takes cognizance of gross profit. This is expressed
as:
Gross Profit
Turnover
From table 10 above, Mobil Oil, in 2002, made a gross profit
margin of 0.18:l. This indicates that the company made a gross
profit margin of 18% while the Texaco Nigeria PIC attracted a
gross profit margin of 20% in the same period.

(d)

Earning Per Share
This ratio measures that amount of earnings that is

attributable to one share. This earning is on an after tax basis.
The nutnber of shares that is utilized is not the authorized share
.

.

capital but the number of shares at is issued and paid-up as at
close of the record date. This is expressed as:

.

.

Profit After Tax
Total No. of Shares
From table 10 above, it was observed that each share of 50
kobo of Mobil Oil PIC earned 246k in 2002. On the other hand,
each share of 50k of the Texaco Nigeria PICgained 559k.

(e)

Dividend Per Share
This is the amount that firms have to pay out to

shareholders as dividend from gross profit made in each year.
This is expressed
Dividend Pay out
Total No of Shares
From table1 0 above, the dividend per share of Mobil oil
earned 246k in 2002 financial year whereas the Texaco Nigeria's
Dividend pay share stood at 320k as at the same period.

2.

Liquidity Ratio

According to Emekekwue (2002), as the name suggests,
this ratio measures the level of preparedness of a firm to meet its
obligations in short notice. Two ratios are of general application
here. These are the current ratios and the quick ratios.
(i)

.

....

Current Ratios

.. .

This ratio is used to measure the ability of a firm to make
payments for its current liabilities. The formula is given as
Current Assets
Current Liabilities
Using Mobil Oil Plc, the Company's position as at 31'' December,
2002 would be thus:
Current Assets =
Current Liabilities

8,556,452
11,701,277 = 0.73:l

.

.

l
From the above computation, it is observed that ~ o b i,oil
meets 73% ofits current liabilities as at 31" December, 2002.
(ii)

Quick Ratio (Q.R) or Acid Test

In the words of Emekekwue (2002), this is a more rigorous
test of liquidity because it tends to subtract inventories from
a

current assets. Inventories, we are aware cannot be monetized at
short notice.

Where the pressure is such that inventories are

monetized at short notice, this is often done at a loss. Hence the
. .

objective is to rank cash and near cash items alongside liabilities
to know how quick a firm can meet its obligations. The formi~la
here is given as:
Current Assets - lnventorv
Current Liabilities

. ..

..

.

.,.,

. .. .

It is generally held that a ratio of 1 : l is ideal. Using Mobil
Oil Plc, the company's position would be as follows:

This is a. low ratio. From the above computed figure, it shows,,that
.
.
the company can only meet with 49% of its liabilities as,at 31''
Dec., 2002.
4.3.10 Effect of Insufficient Accountinq Information on

Manaqement Decision Making in a company.
From table 11 shown below, it was found that 58 percent of
the staff of Mobil Oil agreed that poor management decisionmaking was occasioned by insufficient and inadequate accounting
information of this ratio 36 percent strongly held the view.

.

..

. .

Table 11 :

Effect of Itisufficielit Accoiltiting Information

011

Management Decision Making in a Company.
.....

......

I

--

-

--

Test Question:
Strongly
llisufficient
agree
accounting
rliforrnation lead to
poor decision
tilaking in a
cdn.ipany.
..................
-.-........
-.
No
- --....

.....

..... .-.-

18

Mobil Oil PIC
.

-,

.....-. .

.-

.

]l'exaco Nig PIC

I

........

t

-.-

l4

---

-

- --- .

Disagree

........

strongiy
disagree

,

.

No

%

.......

.--..

8

16

-. ...-.-

7

L-

..

- -.

.

---.- .-

..

17.5
-15 16.75

.-------

Source: A~ialysisof Qi~eslior~r?s

Among the 40 staff of the selected Texaco Nigeria PIC,
. - 60
percent agreed that insufficient and inadequate accounting
information has effect on management decision in a company

.

Fig. 4. 4. (a) Mobil Oil Staff's opinion on effect of insufficient
accounting information on management decision in a company.

Undecided

Fig. 4. 4(a) shows by means of pie chart the opinion of staff of
~ o b iOil
l PIC on the effect of insufficient accounting information on

iI
I

.I

~I;II

a company's management decision

Similarly, fig. 4.4(b)below,

depicts the view of the Texaco Nigeria Plc's staff on the"'same
issue.

Fig 4.4(b) Texaco Oil Staff's opinion on effect of insufficient
accounting information on Management decision in a company

ongly D~sagree

Undec~ded

Agree

Strongly Agree

4.3.1 1Parties that are interested in a corporate financial Reports

The

researcher

wanted

to

ascertain those who are

interested in the annual financial reports of companies.

From

table 12 below, it was observed that 20 percent of the Mobil oil
.. ...
staff opined that the Bankerstcreditors are interested; 20 percent
.

.

. -

claimed that the employees have interest while 30 percent stated
. -

that others are also interested in the corporate report, and that
. . 30

. . . .

percent held the view that sl~arel~olders/manageme~~t
- have
interest in the report.
Table 12: Parties that are interested i i ~
a Corporate f i n a r ~ c i a l
reports.
-. ..........
--- ......-Test Question:

Parties that are
irlterested in the
!;qrporate
.
reports
.

.

..-.

--...

Bankers1
creditors

.........

.........

Sharehold
erslmanag
emetit

Others

,i Total

On the other hand, 20 percent of the staff of Texaco Nigeria

PIC stated bankerskreditors have interest in the financial report of
companies, 30 percent viewed that shareholderslmanagement
that have interest in the documents, while 25 percent each way
.for Employees and others are those who have interest in these all

important corporate reports.
. . .

-4.3.12 Reason(s) w h y each of the parties stated in questionnaire
--

I 1 above have interest in the Corporate R z o r t ' -of a_
. . .

Company.

.

.

The researcher wanted to know why each of the groups of
parties highlighted in the questionnaire No. 11 are interested in

the annual financial report of the companies selected; and below
. .

are their responses. The Bankerlcreditor group needs accoirntirig
information to know whether the form can repay the debts at' the
due time, whether there is any danger of the business defaulting
on the debts and repaying only part of them, and whether the
company will earn sufficient profits to pay interest due in the
future.
Some said that the shareholders, being the owners'of the
company are interested in financial report so as to evaluate their
.

. .

company's performance and make comparisons between their
company and other organizations
Others said that the management are interested in their
corporate report because this gives them the information that
guide them to formulate broad policies and to make special
decisions that wiil have long lasting impact on their company.
Moreover, some stated that financial reports help management to
...
.

...
.,

safeguard and control the funds of their company.
.

...

Furthermore, there were views that the employees and tl-ie
.. . .

labour unions use corporate report to know what plans their
company has for them in terms of their job security, bonus

13 1
.

..

payments and pension plans as well as profit sharing 'of their
.. .

company.
Finally, some opined that both the Federal and State
Governments are interested in the financial reports of companies
as these enable them to make correct assessment of company
a

tax and also, directly or indirectly, regulate these companies'
policies.

4.1.13

Some

Useful

Ratios

derivable

from

cornpatiy's
,

finallcia1 statements.

.

..
.

From table 13 below, 40 percent of the population of Mobil
Oil upheld the view that the useful financial ratio derivable from
their financial statement is the Eartling per share.

20 percent

stated that they derive in dividend per share whereas 40. percent
claimed that what are derivable are both the earning ,per share
and dividend per share.

Table 13:

Some useful Ratios derivable from company's

finaiicial statement.
- . - - - .-

- -

.

I est Question:
(a)
!-;owe clselctl ratios
Oerivable
from Earning per
(:orripany's financ~al share
slaterrients
.. . ..
- --

. ..

. .-

(b)
Dividend
per share

Both (a) and

No
.. ....
-- . - .-.- . .. .Mobil Oil PIC
20

- --

25
-

45
--

Source: Allalysis c Que

On the other hand, the staff of the Texaco Nigeria PIC
gave
..,.
.
.the following respondents as to what they derive from the financial
statements of their company.

Tliey are 62.5% for earning per

share, .25 percent for Dividend per share while 12.5 percent
agreed that what they derive are both the earning per share and
dividend per share ratios.
Some other Information Considered Worthy
-- --- to b e
included in the Company's Corporate Reports.
. .

. ..

At this stage, the researcher wanted to find out if there are
other information which the respondents considered worthy to be
included in the annual corporate financial reports of companies.'

In view of the afforestated, many of the respondents

suggested that the profit forecast should be included in the annual
reports of companies.
Others were of the view that other ratios such as the liquidity
ratio, the debt ratios and efficiency ratios among others should be
included in the corporate report of companies to guide and .inform
the users adequately.
4.4

TESTING OF HYPOTHESES
.

,,..

In order to carryout this study successfully, the following two
..

..

hypotheses were formulated at the beginning (chapter one) of the
work:

I.

HQ: Non-compliance with the Companies and Allied Matters
Act minimum disclosure requirements has led'to poor
performance of many companies.

H,:

Non-.compliancewith the Companies and Allied
Matters Act minimum disclosure requirement has.
.
not
led to poor performance of many companies.

2.

H:,

.

.,.,

. .

Insufficient accounting information has led to poor.

.

.

management decision-making.

H ,:

lnsufficient accounting information has not led to poor
management decision-making.

.

....

In practice, there are several statistical techniques a'vailable
.. . .

for testing the validity or otherwise of hypothesis.

But for t h e

purpose of this research work, the researcher had employed the
chi-square (x2) technique to test all the hypotheses.

Guidelines
1.

The chi-square distribution (x2) is used.

where:
of = observed frequency
ef = expected frequency
ef = Row Total x Column Total
Overall Total

. .

3.

Chosen level of significance = 5% or 0.05

4.

Degree of freedom (df) for an R x C contingency Table is
given by the formula

where; R = number of rows
C = number of columns

]-he critical value (v), the number of degree of freedom.. ford3
.
, .

x C contingency table, that is 2 x 2 is 1.

.

Hence, critical

value of x2. o.05 = 3.841 with 1 degree of freedom.
Rule:

Accept Ho if x 2 c V
Reject Ho if x2> ' '
Where; x'

-

calculated values of chi-square
..

.

V = critical value obtained from the table at l d f a n d

under 5% significance level.
4.4.1 HYPOTHESIS ONE

H,:

Non-compliance with the Companies and Allied Matters Act
minimum

disclosure

requirement

has

led

to

poor

performance of many companies.

HI:

Non-compliance with the Companies and Allied Matters Act
minimum requirement has not led to poor performance of
many companies.

. ...
.

.

.

....

Question 9:

Has the non-compliance with the CAMA disclosure

requirement led to poor performance of your company?

14:

Table

Contingency

(Responses)

of

effect

of

table

of

Observed

Frequencies

Non-Compliance with

the

CAMA

Requirements of Companies.
- - --

.

'

.
. -.
.
-

-

-

1

- . .~ ..

.-- -

optio-ni Strongly Agree Undecided
agree
.. -.. Mobil
23
Oil--.
-Texaco 22
Oil i
T6.t
..
.

+.

-.

-'

.

.

1

45 ---.. - . . --.J
~ o i ~ r c e \11alysis
f
of Q~i~esfio~maii-e
Response
1

-

-

Strongly
disagree
.
8
-..

-

- -- .

3
- ---.

..

11
- --

1.

The above table is a 2 x 5 contingency table.

2.

Significance level = 5% or 0.05

3.

Therefore, degree of freedom (df) for an R x C contingency
table is given as:
df = ( R - 1) (C-I)
Where R = number of rows

C = number of columns
Looking in the chi-square (x2) table for four (4) degree
....
. of
.

freedom we find:

4.

From (3). therefore the critical value (v) = 9.488

-

5.

Computation of Expected frequencies:
Using the formula
Expected frequency (ef) = Column total x row total
Grand total
To calculate the expected frequencies of the first row
For coif ' .

-i11,

row I ,this gives:

For column 2, row 1, we have:
18x50
90 =

10

(iii) .For column 3, row 1, it gives:

(iv)

For column 4, row 1, we have:

(v)

For column 5, row 1, this equals

.,

.

Calculation of the expected frequencies of the second row:

(vi)

For column 1, row 2, this gives;

(vii)

For column 2, row 2, we have:

(viii) For Column 3, row 2, we have

(ix)

For column 4, row 2, it gives:

(x)

For column 5, row 2, it equals:
..

-

. .

.

The above computed expected frequencies are tabulated in table
15 below:

'Table 15: Expected frequencies of effect of non-compliance~with
the CAMA requirements of companies.
.. -.
..

-

Options

56

Computation of Test Statistics, x2 (chi-square test)
Chi-square (x2) test is calculated using the formula.

'where,

.

--

Total

X' = computed chi-square
of =observed frequency (Actual response)
ef = expected frequency

x= Summation sign (sigma).
Therefore, from tables 14 and 15 above,

.

,= 0.16 + 0 + 0.0696+ 0.0444+ 0.05839 + 0.02000+ O+ 0.0869'
-1-

0.0554 + 0.7292

--

1.9294

From the above computations, x2 = 1.929

DECISION:
Computed xZ = 1.929
.

,

Critical value (V) = 9.4888
Therefore x2 c V

.. .
-

i.e. 1.929 < 9. 488
Since

x2 (1.929)

.

. .

.

.

....

is less than the critical value (v) (9.488);: The

researcher accepted the null hypothesis which expressed that
non-compliance with the Companies and Allied Matters Act
minimum disclosure requirement has led to poor performance of
many companies.
4.4.2. HYPOTHESIS TWO
Hi.

Insufficient accounting information has led to poor
management decision-making
.

1-1;

Insufficient accounting information has not led to poor
management decision-making.

-

QUESTION 10: Has insufficient accounting information led to
poor management decision making in your company?

Again, to test this hypothesis, the researcher used the responses
to question ten.
.

The data collected are presented in a 2 x 5

,

contingency table below:
Table 16:

2 x 5 Contingency Table of observed frequency

(responses) of Effect of Insufficient accounting information
...

with regards to management decision making in a company.
, . . .

/

undecided

Strongiy Agree

Mob.,l Oil-pjc--. ..

I cxaco

agree
--

18

/

~

Disagree

-- --.

--

11

- .- - -

.

Strongly

disagree
-

7
...-.

Nig PIC
.

--

5
..

.

- - ~

12

l otal

Source: A ~ ~ a l y :

TEST STATISTIC
The chi-square is the test statistic to be used to test the above
.

hypothesis.
-

The confidence level = 95% or 0.95.
The significance (tolerable error) level = 5% or 0.05

11

Thus, x2 (chi-square) =

\(of-en2
ef

I

.

w h e r e , x' = Computed chi-square
I1

Z

= Summation of lwhere I I anges from I - n .

i I

= observed frequency (actual responses)

of

= Expected frequency

ef

Computation of Expected Frequency
The expected frequency (ef) shall be computed by the use. of the
.

following formula:
ef = column total x Row total
Grand Total
.....

Table 17: Expected frequencies of Effect of insuffic'ietit
at:counting information with regards to management
decision making in a company.
...

...

- . - -. -

'Strata
... . - ...
Mobil Oil PIC
-

_.
-_

1

-- --.
Opinion

.-...-- -.-

.-

- ..-.-.

.

___

_ _._____-.Agree

t

.--.

Mobil oil PIC
~ o b iol i l PIC

.

-

Texaco Nlg PIC

1

Disagree
_

.

~ e x a c oNig. PIC

I1

-

-

~ ~ r e e -

t

_

----_-

I4
-

1

...

Undecided

10
.

.__

Disagree

- _ -_

Texaco Nig. Plc

1

.__

Strongly disagree

._._I_..._I__.

...

7'exaco Nig. PIC

....

_-

-.-.

...

Strongly disagree

-

_ __ ._ -- _

I

_.

--

Expected
frequency
--. ..--......
32x50 = 1 7,7778--

_-__

.

_ __........
Texacd Nig. PIC
Strongly Agree

...........

- .. -Observed
frequency
18

--.-

Strongly Agree

Mobil Oil PIC

........

-- . . .

1

PROCEDURE FOR TESTING HYPOTHESIS TWO:
Given:
. .

-

Significance level = 0.05 (5%)

-

Confidence level = 0.95 (95%)

-

Degree of freedom (df) = (R-l)(C-1)

Where, C = No of columns in the contemporary table

R = No of rows in the contingency table.

,

,

From the Table of x" - critical value (x'0.005.4) = 9.488

x' will now be computed using the formula.

Table 18: Computation of chi-square (x2)
------ -.-Strata

-_-

Pinion
1 --1-1

.---

(of-ef) Ief

'-

---.--

Mob11Oil PIC

Mvbi Oil

18

Strongly Agree

177778 p 4 9 4

~~DiragreeT~1833+-ii--

Mobil Oil Plc

1 Strongly disagree

r~-[6667~r01111-'

Strongly Agree

'Texaco N i g PIC

/ Disagree

-6-

"

.

'1-exaco Niy. PIC

Strongly disagree

5.3333

0.1111

DECISION RULE
If x2 (calculated xZ) is < V (critical value), we accept~the'null
hypothesis and reject the alternative hypothesis.
From the researcher's computation, based on the data
collected and analyzed,
Critical value(v) or X\
Computed x2 = 0.239

x2 (0.239) c V(9.488)

,,,= 9.488

Since
.

.

x2 is

less than critical value (v), we therefore accept the

null hypothesis and reject the alternative hypothesis.
Hence, we establish that insufficient accounting information
has led to poor management decision making in companie5'
...,

- '

.

CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSION AND

. .

RECOMMENDATIONS
5.1

Summary of Findings
From the demographic data collected, analysed and
. .

interpreted as they relate to the questionnaire for this study;
and as they relate to testing of hypotheses, some findings
were made and summarized as follows:
1.

The responses received from the selected companies'
staff showed that the companies (Mobil Oil PIC and
Texaco Nigeria Plc) complied with the disclosure
requirements

of the Companies and Allied Matters
..

..

.

.

.

Act 1990 in the preparation of their financial reports
2.

It was

also

observed

from

the

responses . to
..

,

questionnaire that the companies have adopted the
generally accepted accounting principles and policies
as laid down in the statements' of Accounting
Standards of the Nigerian Accounting
Board.

Standards

3.

Ecli~ally ot~served ft'orv the :orporale

reports were

that:
I.

I~iformation relating to all sums of rnoney
received and expended by these companies and
also that matters in respect of which receipts
and

expenditure

took

place

have' been

disclosed.

ii.

That information relating to the assets and
liabilities has been shown in the balance sheet,

iii.

The Directors reports have been disclosed.

iv.

All information relating to section 334(2) of
CAMA have been provided in the Corporate
report of the companies studied.

v.

These companies have complied with schedule
2 . part 1 of the CAMA in providing all accounting
.

.

information that will assist users of the corporate
report to assess the liquidity profitability, viability
of a company; and that they have been
presented in a logical, clear and understaridable
manner.

4.

The researcher also discovered that few employees
attach high relative values to corporate reports. while
most of them claimed to have low interest- in the
report.

5.

It was equally unraveled that non-compliance with the
Companies and Allied Matters Act does not lead to
poor performance of a company

6.

Finally, it was
inadequate

established

accounting

that

information

insufficient and
led

to

poor

management decision making in companies.
5.2

CONCLUSION

. This

research work was directed towards evaluating

the financial reporting of petroleum companies under the
Companies and Allied Matters Act, 1990; and with particular
reference to'the Mobil Oil PIC and Texaco Nigeria PIC with
area offices in Enugu.
Findings of this study reveal among other things that
the companies studied are quoted in the Nigeria 'Stock
Exchange and as such are compelled by law to prepare
their final accounts in accordance with the minimum

disclosure requirements of the companies and Allied
. .

Matters Act of 1990.
From the findings, the researcher concludes that the
.

, ,.

, .,,

companies studied have provided sufficient and adequate
....
.
.financial information in the preparation of their annual
..

, ,

reports even though the null hypothesis of hypothesis one
stated that insufficient accounting information have led to
poor management decision of their companies has been
accepted.
.

Further, although the null hypothesis (hypothesis one)

.

which states that non-compliance with Compar~ies and
Allied Matters Act minimum disclosure requirement has led
.

,..

to poor performance of the companies studied has-been
..

,.

accepted, the companies studied have complied with. and
adhered strictly to the provisions of the minimum disclosure
requirement of CAMA, 1990
5.3

RECOMMENDATIONS

The

researcher, having gone through the data

collected, analysed and interpreted accordingly, hereby

submits the following recommendations, they inclucfe among
others:
a.

That companies which have not been adhering. to and
..

.

.

...

complying strictly with the provisions of the mlnimum
.

,..,

disclosure requirement of the Companies and -Allied
Matters Act should endeavour to do so because this
will enable them to increase their investment portfolio
and performance too
b.

That companies should always provide sufficient and
adequate financial information in their reports so as to
afford different user groups of corporate reports the
.opportunity to assess the viability, profitability : and
stability of their firms.

' X W f i p ~w rv I$
,:
I

c.

) . *,

C

.

-

.

,

That more accocmting ratios like profitability ratips,
debt ratios, and so on should be included in the
annual financial reports of companies.

d.

That profit forecast should also be inco'rporated in the
company's corporate report to enable both the existing
and prospective investors to invest wisely.
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APPENDIX I
QUESTIONNAIRE
. , .. .

Department of Accountancy
University of Nigeria
. Enugu Campus

.

..

.

..,,

November, 2003.
Deii~lSir'IMadam,
I arn an MBA student of the department of Accountancy of the
above named university, conducting a research work o'n the
.,"Evaluation of Financial Reporting under the Companies and
Allied Matters Act, 1990. A case study Mobil Oil, Enugu Abakaliki Expressway and Texaco Nigeria Plc, ~nugu-onitsha
, RoadlKingsway Road, Enugu.
Attached are copies of questionnaire for completion. Kindly
sr.rpl:)ly the information being requested in them as instructed and
return same to the undersigned. All information supplied Shall be
treated with utmost confidentiality, as this research is purely
..
. an
. .
acatlemic exercise.
Thank you in advance for your hoped quick, positive and hdnest
response to the questions.
Yor.~rsfaithfully,

.

. INSTRUCTION: Please Tick

"\I", "Yes" or "No" against your choice

of answer or make a short sentence where necessary.
(A)

Background information about the companies under study

(1)

What category of staff do you belong in your company?-

(2)

(a)

Analyst

(b)

Investor

(c)

Revenue officer

(d)

Banker

'

U

C7

What cadre of staff are you in your company?
(a)

Manager

(b)

Accountant

U

(c) . Others

(3)

What is your educational background?

CI

(a)

Elementary six

(b)

Uncompleted secondary school Certificate

[I]
[q

(d) D ~ ~ I O ~ ~ I N C E

B

(e)

Graduate and above

(1)

Does your company adhere strictly to the provisions.of

Companies and Allied Matters Act (CAMA) 1990 with
regards to the financial statements?
(a)

Strongly agree

11
-

U

(c)

Undecided

(d)

Disagree

(e)

Strongly disagree

(2)

If your answer to the question (1) is yes, state why

11-7

your company has to comply with the minimum
disclosure requirement.

(3) Do you read and understand the information ..conlent
.

.

of corporate report?

U

(a)

Yes

(4)

If your answer to question (3) is yes, state what you

You do attach relative values to your company's
Annual Report.
(a)

Strongly agree

(c)

Undecided

(d)

Disagree

(e)

.

C]

r]

Strongly disagree

.

. .

u

Does your company disclose information relating-.to
distribution and administration expenses, turnover,
cost of sales and earnings per share in her Profit.And
Loss Account?
(a)

Yes

(b)

No

U

In your company's Balance Sheet, are details relating
to fixed assets, shown in accordance with the
requirements of the CAMA, 1990?

8.

If your answer to the above question ( 7 ) is in
affirmative

(yes), state

why

details

are

being

disclosed.

9.

Has non-compliance with the Companies and Allied
Matters Act, minimum disclosure requirement led to
poor performance of your company?

10.

Has

n

(a)

Strongly Agree

(d)

Disagree

(e)

Strongly disagree

insufficient

fl

accounting

information

led

management decision making in your company?

(a)

Strongly agree

(c)

Undecided

(d)

Disagree

0

rj
-

to

-

poor

(e)
11.

Strongly disagree.

1-

-..

Which of the following groups do you consider having more
interest in your company's annual report?

12.

The Bankerslcreditors

(b)

The shareholders/management

(c)

The employees

(d)

Others (specify)

.

.

.. . .

[7

(a)

,,,.

n

. . .
.
.

U

U

State why the chosen group or party is interested in your
company's financial statement.

13.

Which of the following financial ratios is expected to be
disclosed in your company's annual report?
(a)

Earnings per share

U

(b)

Dividend per share

0

(c)

Alloftheabove.u

.,

14.

,

. .

State other information which you would like to be disclosed
in your company's annual report

Notes

-

ASSETS
FIXED ASSETS
INVESTMENT
CURRENT ASSETS
Stocks
D~D~o~s
Cash at bank and in hand

CURRENT LIABILITIES
NET CURRENT LIABILITIES
TOTAL ASSET'S LESS
CURRENT LIABILITIES

PROVISION FOR
LIABILITIES AND CHARGES
DEFERRED INCOME
TOTAL ASSETS
LESS LIABILI'TIES

CAPITAL AND RESERVES

Share capital
Share premium
Reserves

'\

J. E. Pototsky
(Director)

L

A. A. Oyebanji
(Director)

'The notes on pages 16 to 24 form an integral pal t of these financial statements.
IVlobil

December 31,

I Notes

Year Ended December 31

I

I
Tl.l!iNOVER

Cost of sales
GnOSS PROFIT
L)istllbutiofl expense
Administrative expense

C)thr!r operating income

U13t;.'~'TiNG PROFIT
Other income

Interest and similar charges

PROFIT BEFORE:T A X A T 0
Taxation
PROFIT AFTER 1'AXATIOW

Reserves, begining of year

DIVIDEND

Reserves, end ot year
Earnings per share
Dividend per share

The notes on pages 18 to 24 form an integral part of these financial statements.

I
OPERATING ACTIVITIES
Profit before taxation
Items not involving the movement of funds
Depreciation of fixed assets
Provision for unfunded pension plan
Deferred rental income
Profit on sale of fixed assets

-

Non cash itenns charged t o income

I

Changes in current assets and liabilities
(Increase)/decrease in stocks
(Increase) in due from associeted companies
(Increase) in foreign currency deposit for imports
(Increase)/decrease in debtors and prepaid expenses
(Decrease)/lncrease in bank overdrafts
Increase/(decrease) in due to associated companies
Increase in creditors and accruals
Net changes i n current a'ssets and liabilities
Taxes paid
Retirement benefits paid
Net cash from operating activities

Purchase of fixed assets
Proceed from sale of assets
Net cash used in investing activities
FINAIWNG ACTIVITIES
Income received in advance
Dividend paid
Net cash used in financing activities
Net Increase(Decrease) i n cash
Cash at beginning of the year
Cash at end of the year

Mobil

Year Ended Dezember 31,

I

MobiJ Oil Nigeria plc
Statement of Value Added

TURNOVER

Cost of goods and other services
Value added by trading operations

Other operating income

Other income

Applied as follows :
To pay employees' salaries and labour
related expenses
To pay dividends to shareholders
To pay Government taxes and licences
To provide for maintenance of assets
Retained for the Company's growth

Pmrictrl l>err~otlstr.trtio,rof' Viscwity diffiwrlce betwcw Mobif I crrrtl Corratorr Strsp oil^.
At cr truinirl~I'rogrcrmrnr jbr Cur 1lc~uler.vut A P L I ~ Cortiplex
U

CAPITAL EMPLOYED

1

2002

2001

2000

1999

1998

Share capital
Share premium
Retained profit
ASSETS AND L'IABILITIES:
Fixed assets
Investments
Working capital

Deferred credits
Net tangible assets
TURNOVER
Profit before taxation
Taxation
Profit after taxation
Reserves begining of the year

Bonus issue
Prior year adjustment
Dividends
Reserves end of year
Earnings per 50k share
Dividends per 50k share
Return on capital employed

Note :Earnings and dividend per share are calc~~lated
on the basis of the fully paid ordinary shares of
192,317,473. Return on Capital employed (ROCE.) represents profit after taxation divided by the total
capital employed (shareholders' equity).

1.Head Office:
twlobll Hous?
Lekki Expressway,
Vlcloria Island. Lagos.
P. M. B. 12054. Lagos
Tel 234-01 -2621640,
26216GO.Fax. 234-01-2821733
Cable: Mobtl Oil.
Telex. 22608 and 21228

- '

-F

FIVE-YEAR FINANCIAL SUMMARY
CAI'ITAL
EMiJLOYED

96.159
14,380
575,544

686,083

686.083 1.018.563 1.933.855

"000

Sh;.re Capilal
Slxrre Premium
Re'oined Profii

2000
1999
"000
"000
96,159
96.159
14.380
14.3110
900.024 1,823.3 16

2001
"000
96.159
14,300
575.544

2002

-.......... ..-..-.... ----------

-.-.-*---

---.-..--.-.----..-.---.-------.
--.-.-.---

2.Nature o f Business:
Marketing of Petroleum Products.
AC SETS AND LIABILITIES:
Manufacturmg of automotivellnduslriai Fued Assets
4.756.097 3.998.799 3,157,293 3.092.725
Lubricants and Petroleum Jelly.
Investments
38
38
Working Capital (3.144,825)(2.430,859)(1.805.213) (985.100)
3.Date of Incorporation:
1,611,310 1,567,940 1.352.000 2.107.625
December 31. 1951
Deferred Credils (925.227) (081.857) (333.517) (173,770)
4.Date Listed o n The Exchange:
Net Tangible
Aprll 24. 1979
t\ssels
686.083
686,083 1,018,563 1,933,855
---I=====%I*
15iS-C
=SET==
5.NSE Classlflcation:
I urnover
31.500.777 25,706,195 18,920,626 18,006,167
Petroleum Marketing
L
I
Profit before
13xat10n
830.431 2,082,476
529.706 2,156,422
6.Board o f Directors:
':axation
(356.201) (714,888) (331,584) (443,477)
Mr. John E. Pototsky (ChairmanlMD)
Profit After ..
Engr. Abdallah N. Balnalli
raxalion
474.230 1,367.590
198.122 1,712.945
Mr. Michael J. Fry
deserve beg!nntng
Mr. Bill Girlman
>I
the
year
575.544
908.024
1.823,31b
1,247,825
Chtef Hope Harriman
.--.-------.------.---*--..------..---.--..
Alaslair J. Macnaughton
1,049,774 2,275,614 2,021.434 2,5G0,770
Mr. Adelunji A. Oyebanji
====.a
9==351
John Bell
Bonus issue
(24.040)
Prior year adjust.
(42!,159)
7.Company Secretary:
(474,230)(1.278,911)(1o(1.278,911)(1.113.4r4)11.113.41113344l4)(1,1133414)
Divtdends
Emmanuel 0. Amade
Earnmgs per
50k share
24Gk
711k
103k
890k
8.Auditors:
Dividends per 50k
PricewaterhouseCoopers
share
246k
665k
579k
579k
(Chartered Accountants)
Return on capital
Plot 252E Muri Okunola Street
employed
69%
199%
19%
89%
Victoria Island,Lagos

-- -- --.-------------------------

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

------

---I--

-

9.Company Registrars:
Union Bank of N~geriaPlc.
2. Burma Road,Apapa,
P. M. 0. 12717. Lagos.
Tel: 234-1-803360 9

-

10.SubsidiarieslAssociatos:
None
11.End of Accounting Year
December D l .
12.Number o i Employees
294
13.Capital ~ t r u c t i r e .
N200,000.000
i. Authorised:
N192.317,473
ii. Pald-1Je
14.Analysis o f Shareholding
Mob11011Corporal~on.U.S.A.
Nigerian Citlzens
40%

60%

Earnings and dividend per share are colculated on the basis of the fully
paid ordinary shares of 192,317,473. Relurn on Capitel employed (ROCE)
represents pro111after laxalion dkded by the total capital employeid (shareholders' equity).

Jh

kT$

1.Head Oifice:
8, Macarlhy Street,
'f 0 BOX166. Lagos.
I,
234-01.2000540
Fax. 234-01-2630647.

FIVE-YEAR FINANCIAL SUMMARY

- 9,

ASSETS AND
LlAl3lLlTIES

2002
NOOO

2001
NOOO

2000
NOOO

1999

1998
NOOO

wooo

Flxed Assets. ne12 559.923 2,130.757 1,434,760 1.035.949
918,918
Curlent Assets 6,442,569 6.13,340 4,096,651 4532.201 2.683.891
of
Products, Curlent L1abil1t1es(6.584,756)(6.619.487)(4.199.697)(4,520.100)(2.948.258)
Pro\ ision for
~ a n ~ r f a c l u r of
in~
Lubricating
(38.787)
sevi rdnce benef11~(544.978)(291,877) (04.386) (63.761)
Oils. Greases. Petroleum Jelly.
Deferred lax
(316.081) (230,762) (796.387) (221.671)
(151,914)

2.Nature o f Business:

--------.-----.-.---..---..--..-.--------

%Date of Incorporation:
12th December, 1978
4.Date Listed o n The Exchange:
8th December. 1978
5.NSE Claselflcatlon:
Petroleum Marketing

..

6.Board of Directors:
Engr. J. C. Harvey (Chairman) *
Engr. R. H. Halfhuid (Ag. MDICEO)
Alhaji I. M. Darncida
Chief S. C. Ezendu
Mr. C. 0. Akpamgbo (SAN)
Mr. 0.T. Adelekan
Mr. Javaid Awan
Alhaji (Chief G . A. Adegboyega
Mr. J J. Malone
7.Colnpany Secretary:
Mrs. U. C. lfejika
8.Audltors:
PricewaterhouseCoopers
(Chartered Acounlants)
252E Muri Okunola Street
V c l o r ~ aIsland, Lagos.
9.Company Registrars:
City Securities L ~ m ~ t e d ,
Pr~mroseTower,
17a. Tinubu Street. Lagos
Tel: 234-01-2685944 - 53

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

1,556,674 1,123,971

------- -- -

CAPITAL EMPLOYED:
Shale Capllal
90.710
75,592
Debt!nlure stock
for redemption reserve
Resurve for bonus issue
15.118
Relamud prolil 1,465,964 1,033.261

-

950,941

762,618

75.592

75.592

875,349

687.026

-.--..--.----.--..--.-..-----..-----.1.556.674 1,123,971 950,941 762,618
------ -. - --------- ------- - ------- - -

Turnover

26,977,45121,123,97217,097,55212.077.448
-- - .-- - --Prof~ton ordlnary
act~biliesbefore
Taxa:ion
1,553,566 1,143,247 1,532.311 1,226,392
Taxation
(540.317) (289.890) (512.477) (400.482)

------

- ----

-----

- --

---...---.
.---.-..---.----...

-..---em--

on ordinary
activ~liesafter Tax1.013,249 853,357 1.019.834 825.910
Relame profit
begi~lnlgof the year1.033.?61875,349
687.026 380.258
Dibit end proposed(580.546) (600,327) (831,511) (529.143)
Bont s issue
(15,118)
Transfer froml(to) reserve
10.000
for aebenh~reslock
prof^:

-

-

-------.-.
..---.---.

Reta ned prolil. end
of yl!ar
1,565,964 1,033,261

as a~ljusted
31rj ~ c e n dcover
Net ,issets per
Shiarc: as adlusted

r-

875,349

687,026

320k
1.75

375k
1.25

450k
1.23

292k
1.56

125k
0.99

858k

620k

524k

420k

25'

1O.SubsidlarieslAssociates:
None

II.End of Accounting Year
31st December
12.Number of Employees
372

.
13.Capital Structure
i. Authorised:
N105,829.000.00
ii. Paid-Up
N90.710.000.00
14.Analysis o f Shareholdlng
N~gerian
40%
Foreign
60%

1998

1999

2000

2001

2002

Earnings Per Share (Kobo)

tEakm;

--

Irn ngs, diwdend and net asset per share have been based cn 181.420.48G
ordin 3ry shares of 50 kobo each as at 31 December. 2002

I

