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ABSTRACT 

The study examined the effect of financial instrument reporting on quality of listed banks financial 
statement in Nigeria. The study employed ex post facto research design using data from 3 listed banks 
that have coverage within the west African region. The data span across 7 years from 2010-2016 
and were analyzed using Multiple regression. Findings from the study revealed that derivative assets, 
derivative liability, financial instrument disclosure all have no significant effect on the earnings per 
share of the listed banks sampled for the study. Hence, based on the results obtained from this study 
it is recommended that investors seeking for quality information about the risk exposure of the banks 
in regards to their financial instruments should not place too much emphasis on the three aspects of 
financial instrument reporting since they do not significantly affect the earnings per shares. Only 
limited information is passed along to investors and shareholders by managers as a result they should 
exercise caution when analyzing these instruments in the financial statement. 

Keywords: Derivative Assets, Derivative Liability, Financial Instrument Disclosure and

Earnings per share. 

INTRODUCTION 

Financial instruments serve as hedging instrument in business which in accordance to its usefulness 

led to growth in the development of new types of financial instruments such as derivatives since the 

mid- 1970s and many users of financial reports believe that the accounting standard setters have not 

kept pace with these changes (Ayzer & Cema 2013). In the 1980s, there was rapid financial 

innovations which led to new instruments engineered around the basic building blocks of swaps, 

options, and futures contracts (Nissim 2003). Looking at the case of the financial crises during 

2007/8, banks structured their transactions to ensure derivatives remained off balance-sheet and 

largely undisclosed. The issues associated with undisclosed financial instruments and other ongoing 
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issues with accounting for such financial instruments have resulted in the International Accounting 

Standards Board (IASB) working on projects for the recognition, measurement, and disclosure of 

these often complex instruments for most of the past twenty-five years (Ayzer & Cema 2013). This 

has resulted in standards being issued, amended, replaced, and further amended.  

The first standard in regards to financial instruments bordered on presentation of financial 

instruments as captured by IAS 32 (Financial Instruments Presentation). IAS 32 was issued in 1995 

and replaced in 2005 with the acknowledgement that techniques used by entities for measuring and 

managing exposure to risks arising from financial instruments have evolved and new risk 

management concepts and approaches have gained acceptance (IASB, 2005). Accordingly, IAS 32s 

have been replaced by IFRS 7 (Financial Instruments Disclosures),  which increased the requirements 

for companies to provide information about their exposure to the risks associated with recognised 

amounts, why management enter into those risks, and how they are managed (IASB, 2005). Since its 

issue, the IASB have substantively amended IFRS 7 three times for disclosures applicable to 

derivatives: twice in response to deficiencies identified during the 2007/8 financial crisis, and once 

following a comprehensive review of hedge accounting. An increased volume of disclosures 

applicable to derivatives under IFRS 7 has coincided with increased concern from regulators and the 

accounting profession that financial statement disclosures are growing in length while decreasing in 

its informative value (Ayzer & Cema 2013).Practitioner and researchers such as: Perera and 

Thrikawala, (2010): Omokhudu and Ibadin (2015). have highlighted that poor quality disclosure by 

companies is an ongoing issue which then outlines a major gap that needs to be explored. Against 

this back drop, this study seeks to evaluate the effect of financial instruments reporting on the quality 

of firm’s financial statement. The studies specific objectives include to: 

i. Determine the effect of derivative financial Assets on quality of firms financial report. 



Proceedings of the 8th International Conference of Accounting and Finance 
Research Association (AFRA), held 4th – 6th November, 2018 

 
 

29 
 

ii. Ascertain the effect of derivative financial liabilities on quality of firms financial 

report 

iii. Examine the disclosure of financial instruments under IFRS 7 and its effect on quality 

of firm’s financial report. 

LITERATURE REVIEW 

2.1 Concept of Financial Instrument Reporting 
In April 2001 the International Accounting Standards Board (the Board) adopted IAS 30 Disclosures 

in the Financial Statements of Banks and Similar Financial Institutions, which had 

originally been issued by the International Accounting Standards Committee in August 1990. In 

August 2005 the Board issued IFRS 7 Financial Instruments, which carried forward the disclosure 

requirements in IAS 32 Financial Instruments: Disclosure and Presentation. IAS 32 was subsequently 

renamed as IAS 32 Financial Instruments: Presentation. IAS 1 Presentation of Financial Statements 

as revised in 2007 amended the terminology used throughout IFRS, including IFRS 7. In March 2009 

the IASB enhanced the disclosures about fair value and liquidity risks in IFRS 7. The Board also 

amended IFRS 7 to reflect that a new financial instruments. IFRS 7 was also amended in October 

2010 to require entities to supplement disclosures for all transferred financial assets that are not 

derecognised where there has been some continuing involvement in a transferred asset. The Board 

amended IFRS 7 in December 2011 to improve disclosures in netting arrangements associated with 

financial assets and financial liabilities. 

2.1.1 Financial Instruments Presentation (IAS 32) 

IAS 32 which focuses on financial instruments Presentation establishes the principles for presenting 

financial instruments, from the perspective of the issuer, as liabilities or equity and for offsetting 

financial assets and financial liabilities. It applies to the classification of financial instruments into 

financial assets, financial liabilities and equity instruments; the classification of related interest, 

dividends, losses and gains; and the circumstances in which financial assets and financial liabilities 
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can be offset. The principles in this standard complement the principles for recognizing and 

measuring financial assets and financial liabilities in IAS 39 Financial Instruments: Recognition and 

Measurement (or if applicable, IFRS 9 Financial Instruments), and for disclosing information about 

them in IFRS 7 Financial Instruments: Disclosure.  

IAS 32 applies to all financial instruments, both recognized and unrecognized except for: interests in 

subsidiaries, associates, and joint ventures accounted for under IFRS 10 Consolidated Financial 

Statements, IAS 27 Separate Financial Statements, IAS 28 Investments in Associates and Joint 

Ventures unless these standards require IAS 39 to be applied. The standard also applies to: 

employers’ rights and obligations under employee benefit plans subject to IAS 19 Employee 

Benefits; insurance contracts as defined in IFRS 4 Insurance Contracts. ; financial instruments that 

are within the scope of IFRS 4 because they contain a discretionary participation feature. ; the 

acquirers’ contracts for contingent consideration in a business combination; financial instruments, 

contracts and obligations under share-based payment transactions to which IFRS 2 Share-based 

Payment applies. Furthermore, the standard applies to contracts to buy or sell a non-financial item 

that can be settled net in cash or another financial instrument, or by exchanging financial instruments, 

except for contracts that were entered into and continue to be held for the purpose of the receipt or 

delivery of a non-financial item in accordance with the entity’s expected purchase, sale or usage 

requirements. The issuer of a financial instrument classifies the instrument or its component parts, 

on initial recognition as a financial liability, a financial asset or an equity instrument in accordance 

with the substance of the contractual arrangement and the definitions of a financial liability, a 

financial asset and an equity instrument. 

2.1.2 Financial Instruments Recognition and Measurement (IAS 39) 

The objective of this Standard is to establish principles for recognising and measuring financial 

assets, financial liabilities and some contracts to buy or sell non-financial items. Requirements for 
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presenting information about financial instruments are in IAS 32 Financial Instruments: Presentation. 

Requirements for disclosing information about financial instruments are in IFRS 7 while that of 

recognition and measurement are embedded in this standard (IAS 39). 

IAS 39 holds that an entity shall recognise a financial asset or a financial liability in its statement of 

financial position when, and only when, the entity becomes a party to the contractual provisions of 

the instrument while in accordance with Derecognition of a financial liability, an entity shall remove 

a financial liability (or a part of a financial liability) from its statement of financial position when, 

and only when, it is extinguished—ie when the obligation specified in the contract is discharged or 

cancelled or expires.  

Initial measurement of financial assets and financial liabilities: When a financial asset or financial 

liability is recognised initially, an entity shall measure it at its fair value plus, in the case of a financial 

asset or financial liability not at fair value through profit or loss, transaction costs that are directly 

attributable to the acquisition or issue of the financial asset or financial liability shall be included. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between 

knowledgeable, willing parties in an arm’s length transaction. For the purpose of measuring a 

financial asset after initial recognition, this Standard classifies financial assets into the following four 

categories: (a) financial assets at fair value through profit or loss; (b) held-to-maturity investments; 

(c) loans and receivables; and (d) available-for-sale financial assets. An amendment to the Standard, 

issued in June 2005, permits an entity to designate a financial asset or financial liability (or a group 

of financial assets, financial liabilities or both) on initial recognition as one(s) to be measured at fair 

value, with changes in fair value recognised in profit or loss. To impose discipline on this 

categorisation, an entity is precluded from reclassifying financial instruments into or out of this 

category.  
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After initial recognition, an entity shall measure financial assets, including derivatives that 

are assets, at their fair values, without any deduction for transaction costs it may incur on sale or 

other disposal, except for the following financial assets: (a) loans and receivables, which shall be 

measured at amortised cost using the effective interest method; (b) held-to-maturity investments, 

which shall be measured at amortised cost using the effective interest method; and (c) investments in 

equity instruments that do not have a quoted market price in an active market and whose fair value 

cannot be reliably measured and derivatives that are linked to and must be settled by delivery of such 

unquoted equity instruments, which shall be measured at cost. Financial assets that are designated as 

hedged items are subject to measurement under the hedge accounting requirements. All financial 

assets except those measured at fair value through profit or loss are subject to review for impairment.  

2.1.3 Financial Instrument Disclosures (IFRS 7) 

Financial instruments Disclosures (IFRS 7), applies to financial and non-financial institutions and 

therefore also applies to investment funds, private equity funds, real estate funds and investment 

managers. The extent of disclosure required depends on the extent of the fund’s use of financial 

instruments and its exposure to risk. IFRS 7 is divided into two sections. The first section covers 

quantitative disclosures about the numbers in the statement of financial position and the income 

statement. The second section deals with risk disclosures. This is what takes the disclosures to a new 

level. The risk disclosures arising from financial instruments under IFRS 7 are given ‘through the 

eyes of management’ and should reflect the way management perceives, measures and manages the 

fund’s risks. Seeing risk ‘through the eyes of management’ is a welcome opportunity to bring 

financial reporting more closely in line with the way funds are managed; it also allows management 

to disclose internal measures not previously recognised under IAS 39. IFRS 7 enhances the fund’s 

ability to demonstrate the strengths of its control environment, but it could also expose any flaws in 

the risk assumptions underlying key accounting judgements and estimates. The amendment to IFRS 
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7, issued in October 2008, amended the standard to include disclosure requirements regarding the 

newly permitted reclassification of non-derivative financial assets (other than those designated at fair 

value through income statement). A further amendment issued in November 2008 clarified the 

effective date and transition date of the requirements. A third amendment to IFRS 7, issued in March 

2009, addresses application issues and requires enhanced disclosures about fair value measurement 

and liquidity risk to provide useful information to users 

The objective of IFRS 7 is to require entities to provide disclosures in their financial statements that 

enable users to evaluate: The significance of financial instruments for the entity’s financial position 

and performance; the nature and extent of risks arising from financial instruments to which the entity 

is exposed during the period; and how the entity manages the risks. IFRS 7 requires certain 

disclosures by class of financial instrument for example, the reconciliation of an allowance account 

and the fair value of financial assets and financial liabilities. IFRS 7 does not provide a prescriptive 

list of classes of financial instrument. However, IFRS 7 states that a class should contain financial 

instruments of the same nature and characteristics and that the classes should be reconciled to the 

line items presented in the statement of financial position. 

2.1.4 Link between IAS 32, IAS 39 and IFRS 7 

From the expository literatures on IAS 32, 39 and IFRS 7 above it can be seen that each of these 

standards mentioned in one way or the other enhances the other. IAS 32 which focuses on financial 

instruments Presentation establishes the principles for presenting financial instruments, from the 

perspective of the issuer, as liabilities or equity and for offsetting financial assets and financial 

liabilities. It applies to the classification of financial instruments into financial assets, financial 

liabilities and equity instruments. The principles in this standard (IAS 32) complement the principles 

for recognizing and measuring financial assets and financial liabilities in IAS 39. In IAS 39 the main 

objective of the Standard (IAS 39) is to establish principles for recognising and measuring financial 
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assets, financial liabilities and some contracts to buy or sell non-financial items which in turn laid 

emphases on the various requirements for presenting information about these financial instruments 

embedded in IAS 32. 

Whereas, Requirements for disclosing information about financial instruments are the core objective 

of IFRS 7 while that of recognition and measurement are embedded in IAS 39. The core objective of 

IFRS 7 is to require entities to provide disclosures in their financial statements that enable users to 

evaluate: The significance of financial instruments for the entity’s financial position and 

performance; the nature and extent of risks arising from financial instruments to which the entity is 

exposed during the period; and how the entity manages the risks. These both involves the quantitative 

disclosures about the numbers in the statement of financial position and the income statement as well 

as the risk disclosures. This very aspect of risk disclosure is what has distinguished IFRS 7 from the 

previous recognition and measurement enshrined in IAS 39. The risk disclosures arising from 

financial instruments under IFRS 7 are given ‘through the eyes of management’ and should reflect 

the way management perceives, measures and manages the fund’s risks. 

2.1.5 Earnings Per Share as a Measure of Quality of Financial Statement 

According to Meyers (2007) investors normally do not directly assess the performance of the firms 

in which they intend to invest. They usually depend on financial statements prepared by the 

management of such firms and it is an established fact that accounting plays a significant role within 

the concept of generating and communicating the information about the performance and wealth of 

firms. This wealth is communicated through the publication of annual financial statements containing 

the required Financial Accounting Information (Robert & Abbie, 2003). 

For financial statements to be of quality they must be of value relevant to the investors 

(Meyers, 2007). Value relevance implies ability of the financial information contained in the financial 



Proceedings of the 8th International Conference of Accounting and Finance 
Research Association (AFRA), held 4th – 6th November, 2018 

 
 

35 
 

statements to explain stock market measures and return on investments to the investors (Vishnani & 

Shah, 2008). This can be analyzed by examining the relationship between market value of equity 

(stock price) with accounting data such as book value of equity and earnings per share (Beisland, 

2009). Book value relevance which depicts the quality of a firms financial statement means that there 

is a statistical association between financial information and the reported earnings per share or return 

on investment and that such accounting based measures explain the firms value in a good way. The 

quality of financial statement using value relevant approach of accounting information research gives 

much attention to how the change in the market value of equity is related to value creation as 

measured by the accounting system. As a result of this emphasis on the quality of financial statement 

given its value relevance, investors and other interested parties of accounting information make use 

of financial disclosure to assess the risk and value of the firm when taking investment decisions 

(Karki & Adhikari 2014). 

2.2 Theoretical Framework 

This study is anchored on the signalling theory as it pertains disclosures in regards to financial 

instruments. 

2.2.1 Signalling Theory  

As propounded by Miller and Rock (1985) signalling theory refers to the idea that the agents send 

information to the principal in order to create credible relationship and for other benefits that pertains 

the interest of the management and not the investors. Managers have more first hand information 

about the firm than firm’s investors do but they are always reluctant to provide transparent 

information to the shareholders. So, the level of disclosures about a firms financial instrument can be 

used for information purpose and it also act as a signal for the firm’s future projection proficiently.  

The study regarding financial instrument reporting can be classified into event studies and regression 

studies. Event studies focus on the investors‟ reaction on events for example the adoption of IFRS 7 

and regression studies which focus on accounting measurements of these financial instruments which 
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pertains IAS 39 and their explanatory power on the quality of firms financial report as used by 

(Mosez, 2002).  

Empirical Literature 

Most researchers have examined different aspects of financial instrument reporting, including risk, 

market disclosure, and earnings management as well as the issues of derivatives. Some of these 

studies are reviewed below: 

Habib and Elhamaney (2009) examined the value relevance of accounting information in Egyptian 

equity market. In their results they found out a positive correlation between cash flow and equity 

market values in Egypt.  

Bhat (2008) uses variance decomposition analysis to examine the variance contribution of fair value 

gains and losses relative to net income in driving stock returns. The study finds that fair value gains 

and losses are significant in explaining the volatility of unexpected returns and that relative 

importance of fair value gains and losses to net income is an increasing function of disclosure. In 

other places Ayzer and Cema (2013) found that combined book values and earnings are significantly 

value relevant in explaining stock prices in the Turkish Stock Markets. Book values and earnings 

were individually significantly value relevant, with book values having higher explanatory power 

than earnings.  

 Nelson (1996) provides evidence that fair value disclosures have no incremental power relative to 

book value, with the exception of investment securities, while Venkatachalam (1996) finds that 

banks’ derivative fair value disclosures are value-relevant. Both studies corroborated Barth (1994) 

which investigated how disclosed fair value estimates of banks' investment securities, and securities 

gains and losses (based on those estimates) are reflected in share prices in comparison with historical 

costs and found that fair value estimates of investment securities provide significant explanatory 

power beyond that provided by historical costs. 
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METHODOLOGY 

This study adopts ex post facto research design and employed multiple regression in analysing the 

data collected from the annual financial statement of 3 commercial banks found within the west 

African region that are listed on the Nigerian stock exchange market from 2010-2016. The study 

spitted the regression into quantitative measurement of financial instrument and qualitative 

measurement of the disclosures using dummy variables to ascertain the level to which the listed banks 

adhered to the disclosure requirements. The quality of firms financial statement is measured using 

value relevance approach which the study used the reported earnings per share of the banks as a 

measure for the quality of the banks financial statement. 

Model Specification: 

EPSft= α + β1 DAft+ β2 DLft+ β3 FIDft+ β4 FSft+ β5 PROFft Uft 

EPS ( Reported Earnings per Share of the firms at a time) 

DA= Derivative Assets (LOG of the reported figure for derivative assets of the firms at the time) 

DL= Derivative Liability (LOG of the reported figure for derivative Liabilities of the firms at the 

time) 

FID= Financial Instrument risk Disclosure ( 0 dummy for non adopters of IFRS 7 and 1 dummy for 

adopters) 

Control Variables= Profitability and Firm Size 

U= Error term 

FT= Firm time 

β1 - β2 = Beta coefficient  

Decision Criteria: Accept the null hypothesis if the calculated significant value is greater than the 

accepted significant value of 0.05 

 

RESULT PRESENTATION AND ANALYSIS 

Descriptive Statistics 
 
The Table below shows the descriptive statistics of our sample make up. 
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Table 1: Descriptive Statistics Table 

Descriptive Statistics 

 N Minimu

m 

Maximu

m 

Mean Std. 

Deviation 

Statistic Statistic Statistic Statistic Std. 

Error 

Statistic 

EPS 21 .07 2.43 1.1629 .14082 .64533 

DA 21 .00 6.00 4.4731 .24834 1.13804 

DL 21 4.00 6.04 4.8234 .13403 .61422 

FID 21 .00 1.00 .7143 .10102 .46291 

FS 21 6.16 7.38 6.7239 .09331 .42760 

PROF 21 .01 .90 .2762 .05036 .23079 

Valid N 

(listwise) 
21 

     

Source: SPSS (20) 

The mean value of EPS (proxy for firm value relevance) of the sampled listed banks is 1.1629, while 

its standard deviation value is 0.64533. The maximum value of EPS is 2.43 while the minimum value 

is 0.07. This means that all the banks shareholders in this study earn on an average a return on shares 

that is above 0.07. The mean value for Derivative Assets (DA) is 4.4731 while its standard deviation 

is 1.13809. The maximum value of DA is 6.00 while its minimum value is 0.00. This therefore 

implies that some banks were observed to be dealing in more derivative assets than others who at 

some point did not. The mean value of Derivative Liability (DL) is 4.8234 while its standard 

deviation value is 0.61422. This shows that the banks derivative liabilities fall within same range as 

all the banks are conservative in taking obligations in regards to financial instruments. The maximum 

value of DL is 4.00 while its minimum value is 6.04 showing that some banks held a bit higher 

obligations in regards to their financial instrument liabilities than others.  

The average value of Financial Instrument Disclosures (FID) is 0.7143 while its standard deviation 

value is 0.46291. The maximum value of FID is 1.00 and its minimum value was 0.00. This 

deviations shows the different level of compliance to risk disclosures in the financial statement of the 

various banks as stipulated by IFRS 7 . 

Model Summary 

The table below reveals the direction of association of the variables of study. 
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Table 2: Model Summary  

Model Summaryb 

Model R R 

Square 

Adjusted 

R Square 

Std. 

Error of 

the 

Estimate 

Change Statistics Durbin-

Watson R Square

Change 

F 

Change 

df1 df2 Sig. F 

Change 

1 .530a .281 .041 .63200 .281 1.171 5 15 .369 2.112 

a. Predictors: (Constant), PROF, DL, FID, DA, FS 

b. Dependent Variable: EPS 
Source: SPSS (20) 

The above results show that there exist a positive and relatively high association between 

earnings per share and variables of financial instrument reporting (DA,DL,FID) at 53% of the R value 

which indicates that the model is fit. Also the R2 stood at 0.281.The R2 otherwise known as the 

coefficient of determination shows the percentage of the total variation of the dependent variable 

(EPS) that can be explained by the independent or explanatory variables (DA,DA,FID). Thus the R2 

value of 0.281 indicates that 28.1% of the variation in the EPS of listed banks can be explained by a 

variation in the independent variables (DA,DL,FID) while the remaining 71.9% (i.e. 100-R2) could 

be accounted by other variables not included in this model. The adjusted R2 of 0.041 indicates that if 

the entire population is considered for this study, this result will deviate from it by only 0.240 (i.e. 

0.281 – 0.041). This result shows that there is a deviation of the sample examined and the total 

population by 24%. 
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Presentation of Regression Results 
Table 3: Regression result (banks) 
 

Coefficientsa

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. Collinearity 

Statistics 

B Std. Error Beta Tolerance VIF 

1 

Constant) .786 3.310  .238 .815   

DA .117 .153 .207 .768 .455 .659 1.518 

DL -.429 .240 -.409 -1.791 .093 .921 1.086 

FID .297 .377 .213 .789 .442 .657 1.523 

FS .289 .574 .192 .504 .622 .332 3.012 

PROF -.846 .931 -.303 -.909 .378 .433 2.312 

a. Dependent Variable: EPS 

 
The regression result as presented in table 3 above to determine the relationship between DA,DL,FID 

and EPS shows that when the independent variables are held stationary; the EPS variable is estimated 

at 0.786. This simply implies that when all variables are held constant, there will be an increase in 

the EPS of listed banks up to the tune of 0.786 units occasioned by factors not incorporated in this 

study. Thus, a unit increase in DA will lead to an increase in EPS by 0.207 also a unit increase in DL 

will lead to a decrease in EPS by 0.409 unit and a unit increase in FID will lead to an increase in EPS 

by 0.213 units. 

DISCUSSION OF RESULTS 

Following on the result obtained from the relationship between Derivative Financial Assets (0.455), 

Derivative financial liabilities(0.093), Financial instrument disclosures (0.442) and firm Quality of 

firms financial statement (EPS). The variables of Financial instrument reporting are found to have 

insignificant effect on earnings per share which is the proxy for value relevance (Quality of firms 

financial statement). This result points to the fact that most investors in Nigeria do not consider the 

level of financial instrument reported especially the risk disclosures associated with it in big banks 

balance sheet in making critical investment decisions. This result agrees with prior empirical results 

of Nelson (1996) who carried out study and found out that financial instrument reporting has no 

influence on the shareholders perception about the value of the firm. 
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CONCLUSION AND RECOMMENDATIONS 

This study seeks to examine the effect of financial instrument reporting on quality of listed banks 

financial statement. After careful analysis it was concluded that derivative assets, derivatives 

liabilities as well as financial instrument disclosures does not have any significant effect on earnings 

per share. Due to the limited knowledge of Accounting for financial instrument and its disclosure in 

the financial statement it suggests a number of interest areas. The study help to close the gap between 

lag in knowledge and exposes the purpose, functions, reasons and risk to having accounting 

derivatives in the financial statements of commercial banks. As a result of these findings, the 

following recommendations are outlined: 

In seeking for quality information about the risk exposure of the banks in regards to their financial 

instruments, investors should not place too much emphasis on the three aspects of financial 

instrument reporting since they do not significantly affect the earnings per shares. Only limited 

information is passed along to investors and shareholders as a result they should exercise caution 

when analyzing these instruments in the financial statement. 
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  Abstract 

This paper is specifically directed at evaluating the effects of economic, environmental and social 

performance disclosures on economic value added (EVA), market value added (MVA) and cash flow 

returns on investment (CFROI) of oil and gas companies in Nigeria. This study was instigated by the 

noticeable gap where companies mostly focus on single bottom line reporting that only shows 

profitability; which does not reflect the holistic measurement of the firm’s value. Data used in this 
study were mainly secondary from the Nigerian Stock Exchange Fact Book and Annual Reports of 

Oil and Gas companies quoted in the Exchange. A disclosure checklist, based on Global Reporting 

Index (GRI) guidelines was developed and used while the research design adopted was ex post facto. 

Twelve oil and gas companies were studied for ten years (2007 - 2016). Descriptive statistics and 

panel data regression analysis were used in the study, anchored on three investigative hypotheses and 

were tested using random/fixed effects regression analysis with necessary findings made. The 

findings show that economic, social and environmental performance disclosures significantly affect 

economic value, market value and cash flow returns on investment and consequently the 

shareholder’s value of the studied companies. These results confirm that corporate strategies of 

reporting the organization’s footprints on the basis of environment impacts, social systems and 
economic conditions of stakeholders significantly maximize shareholders’ value. It is recommended 

that oil and gas regulating agencies should make the adoption of triple bottom line framework 

compulsory, given the fact that triple bottom line reporting significantly impacts oil and gas 

stakeholders and deeply determines shareholders’ value. It is further recommended that Securities 

and Exchange Commission (SEC) should include triple bottom line reporting as one of the listing 

requirements especially when it concerns environmentally exposed companies. 

Keywords: triple bottom line, performance disclosures, shareholders value, economic value, market 

value. 
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1 Introduction 

Companies in attempts to carry out economic activities leave tremendous footprints on the 
environments and societies. This footprint or impacts could be positive when the effects are 
beneficial, and negative when detrimental. Negative footprints can instigate hostilities from 
stakeholders. For instance, the host communities can disrupt economic activities, kidnap oil 
personnel, and vandalize oil pipelines. Government on the other hand can impose fines and penalties 
on contravention of environmental laws and violation of human right laws. In order to avert these 
negative footprints, companies engage in corporate social responsibilities (CSR) and sustainability 
agenda. The notion of CSR and environmental responsibilities reflects stakeholders’ theory. By 
taking up these responsibilities, directors realize that their primary objectives have been widened and 
they thus engage in corporate strategies that maximize the benefits of other stakeholders which in the 
long run benefit the shareholders the most. Directors when reporting corporate performance and 
position also disclose their economic, environmental and social performance since a large group of 
stakeholders are involved. The focus is not only on financial information but also non-financial about 
social and environmental issues. 

More so, given the fact shareholders are the primary owners of companies; they still require much 
value to be added to their investments and their wealth maximized. Thus, directors who are the agents 
of the shareholders are expected to engage in corporate strategies and policies that will not erode the 
wealth of shareholders (agency theory). Therefore, triple bottom line (TBL) reporting is a holistic 
and balanced reporting framework that reflects companies’ transparency and accountability with 
regard to their economic, environmental and social performance dimensions. The idea behind triple 
bottom line reporting paradigm is that companies’ ultimate success or value should not be measured 
by just single financial bottom line but also by its social and social bottom lines. More and more 
companies are discovering that proactive economic, environmental and social performance reporting 
make significant contributions to shareholders value and competitiveness. According to Anam, 
Fatima and Majdi (2011), TBL reporting reveal a company’s long term value creation through its 
intangible assets (particularly related to environment and social responsibilities) or the risk and 
opportunities the company faces in the market.  It is also believe that companies through TBL 
reporting send signals to the market as to how they are performing in terms of economic, 
environmental and social activities. 

Furthermore, many companies in Nigeria are not committed to the environments and societies in 
which they operate nor do they have desire to promote corporate responsiveness to other 
stakeholders. These companies still hold on to single bottom line reporting which often shows 
profitability. This reporting system does not give a holistic and adequate measurement of the firms’ 
value as most at time non-financial and qualitative information are not given prominence. However, 
existing literature on the subject of triple bottom line reporting and shareholders value added shows 
no unanimous conclusion regarding what the effect is and how it is achieved. For instance, Leszcnska 
(2012) found a serious gap between triple bottom line reporting and shareholders’ value in terms of 
inclusiveness, relevance of information and neutrality. Nwobu (2015), on the other hand found a 
positive but insignificant relationship between sustainability reporting and shareholders fund while 
Fauzi, Srenson and  Rahmah (2010) observed that share price and market value of companies with 
higher triple bottom line disclosures are likely to be higher. Also studies such as Nobanee and Ellili 
(2016); Josee, Cormier and Houle (2014); Kuzey and Uyar (2016) etc were done outside Nigeria with 
different capital sophistication as well as different legal and institutional background. Their results 
are mixed, inconclusive and contradictory; ranging from positive to negative and statistically 
insignificant relationship. 


