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CHAPTER ONE
INTRODUCTION
1.1	Background to the Study
Globally, for users of financial report to make economic decisions, financial reports must provide useful information. This information can only be useful if it fulfills basic qualitative characteristics of financial statements. The International Accounting Standard Board (IASB, 2007b) Framework emphasizes that relevant financial information should be predictive or confirmatory in nature. This should be such that the financial information of a specific entity will be considered material when its omission influences economic decision of its users. There are several users of financial reports, among other users, shareholders are those who have invested their resources in a company and they are one of the major groups that make use of financial reports. The managers are entrusted to take care and grow the shareholders’ wealth. Accountants, who are stewards of shareholders, collaborate with directors in manipulating accounting figures rather than showing a true and fair view of financial accounts. A need therefore arises to identify creative accounting practices, how they are practiced, as well as looking at the effect they have on shareholders’ wealth. 
According to Bhasin, M. (2015), the anticipations of a company becoming reality, a great need to generate trust with an accurate image reinforces a feeling that such a company practicing transparency is safe. The freedom of decisions allowed by most accounting regulatory bodies are characterized by inadequacy of accounting regulations, their heterogeneity and the evolving process of harmonization encourage an increase in creative accounting practices. They also emphasized that creative accounting and fraud are practiced when enterprises face financial difficulties and are motivated by the desire to deceive and keep their records clear and attractive. Breton, G., Taffler, R.J. (1995) looked at creative accounting in both positive and negative light. They opined that creative accounting have positive effect if it enhances the development of accounting practices and negative when it is meant to mislead and defraud investors, creditors, bankers and other users of financial statement. 
Creative accounting, also called earnings management, aggressive accounting, according to Caruth, G. D.(2013) is the manipulation of financial numbers, usually within the letter of the rules of law and standard accounting practices, but deviating from the spirit of those rules and certainly not providing the true and fair view that accounts are supposed to. 
Diana and Madalina(2007) identified creative accounting practices to include: recognizing premature or fictitious revenue, aggressive capitalization and extended amortization policies, misreported assets and liabilities, income smoothening, getting creative with income statement and problems with cash flow reporting Effiok and Eton (2012). They added that managers play this game for rewards as favourable effect on share prices, lower corporate borrowing costs due to an improved credit rating, incentive compensation plans for officers and key employees and or political gains. Beside these, the general economic conditions are also an attracting factor for creative presentation of results. Effiok and Eton (2012) emphasized the innovative aspects of creative accounting in maneuvering accounting numbers and argued that innovation is an essential part of creative accounting practices. The managers are entrusted to take care and grow the shareholders" wealth. 
Idris, Kehinde, Ajemunigbohun, and Gabriel (2012), explains that information asymmetry creates agency conflict between management and shareholders as explained the agency theory. In some cases, these fraudulent acts such as, income smoothing, tax avoidance, earnings management, aggressive accounting, big bath accounting, window dressing etc. are not done with the intention to deceive the investors but they inevitably affect the shareholders wealth either negatively or positively Kamau, Mutiso and Ngui (2012). These practices will disappear only with the fading of their primary causes. The accounting regulators in charge of limiting practices of creative accounting should consider circumstances that allow its practices. There are people who are trying to minimize the impact on the system set up despite the number of standards and frameworks set up by the accounting profession Mpinda W. (2013). 
Practices of creative accounting has facilitated many companies beyond financial crises than put them into crisis. The fault when emerged lies with the user of the financial information at it extreme. Studies carried out internationally and locally indicate the existence of creative accounting in companies. Mulford, C. W., and Comiskey, E. M. (2011) studied creative accounting practices in the Turkish government specifically in the public sector. These practices manifested in hidden debts affecting International Monetary Fund’s stabilization programme forecasts. In Nigeria the creative accounting practices are prevalent and attributed to bad corporate governance. Ozkaya Ata (2014)studied strategies used by accountants in Nigeria to practice creative accounting and found out that they use profit eroding mechanisms which lead to drastic consequences like corporate scandals and collapse both international and local as in the case of WorldCom and Enron. In Nigeria, Companies still over-report their financial statements to meet targets and please ever demanding shareholders. This highlights the existence of creative accounting occurrence. According to Prince (2014), this trend has now more than ever ensured that financial statements are sternly scrutinized. Most companies use creative accounting practices abusively.
This study established the effect of creative accounting practices on shareholders" wealth of companies listed at the Nigerian Stock Exchange. 
1.2	Statement of the Problem 
Accounting arose from the need to have a clear figurative situation of everything happening economically and financially in a company, which offered at the beginning prestige and trust of users of accounting information and states the fate of the stakeholders. Again, Nigeria joined the nations of the world to adopt International Financial Reporting Standards (IFRS), aimed among other things to promote financial information transparency but current accounting practices allow a degree of choice of policies and professional judgment in determining the methods of measurement, criteria for recognition, and even the definition of the accounting entity (Sanusi, and Izedonmi, 2014). But over time, creative accounting practices have prevailed because of loopholes created by the accounting rules that are often exploited by managers to generate undeserved and undue benefits Sawabe, N. (2009).
The numerous corporate failures therefore are indication of lapses in the corporate accounting information disclosure practices among corporations. On analysis in attempt by many researchers in Nigeria to unravel the problem of creative accounting, it is noted that most of the standards that are being set for the audit or accounting have been eroded and mostly have effect on the users of financial statement because of the misrepresentation of figures and wrongly usage of accounting methods in reporting items like depreciation, tax, dividend payout, etc(Schipper, K. 2018). All these practices have a great effect on both the future and existing investors who have invested or may want to invest in a particular company that is listed in the country. With total reliance on the financial report the investors make investment not knowing that barely all the figures are manipulated based on interest Schlachter, P. and Meindli J. (2019). 
Even regulators of accounting profession in Nigeria seem to be silent on the issue of creative accounting yet it is widely practiced among many companies in the country (Sen, K. D. and Inanga, L. E. (2005). Preparers of financial statements and Auditors who are also obligated to the organizations they serve, their profession, the public and themselves to maintain the highest standards of ethical behavior also find it difficult to discover all these manipulations and misrepresentation of figures in the financial report. 
In some organizations, management derive joy in taking advantage on the discretions that exist in accounting rules to source for equity, avoid tax and even keeping the company more profitable not minding the implications on the shareholders. With this practice, users of accounting information are being misled and this constitutes a threat to corporate investment and growth and can lead to failure or collapse of company like in the case of African Petroleum PLC in 2001 and Cadbury Nigeria PLC in 2006 which showed that the financial statements of the company did not fairly represent the company’s financial position. 
A number of transactions, including substantial loans were omitted from the financial statements. This fact was discovered when a thorough audit was carried out in preparation for privatizing the company and these companies were listed in Nigerian stock Exchange. To fill the identified research gap, this study was carried out to assist majorly the shareholders and other stakeholders of companies listed at Nigerian Stock Exchange by investigating the effect of creative accounting on the shareholders’ wealth so that they will have the prior knowledge of this practice before making decisions that involve high rate of risks. 
1.3Research Questions
i. What is the effect of Income smoothing on shareholders’ wealth in listed companies in Nigeria? 
ii. What is the effect of tax avoidance on shareholders’ wealth in listed companies in Nigeria? 
iii. What is the effect of changes in accounting policies on shareholders’ wealth in the listed companies in Nigeria? 
1.4	Research Objectives 
The major purpose of this research is to establish the effect of creative accounting practices on shareholders’ wealth of companies listed in Nigeria. Specifically, this study aims to achieve the following objectives: 
i. To ascertain the effect of Income smoothing on shareholders’ wealth in listed companies in Nigeria. 
ii. To ascertain the effect of tax avoidance on shareholders’ wealth in listed companies in Nigeria. 
iii. To ascertain the effect of changes in accounting policies on shareholders’ wealth in the listed companies in Nigeria. 
1.5	Research Hypothesis
Hoi; Income smoothing has no effect on shareholders’ wealth in listed companies in Nigeria. 
H02: Tax avoidance has no effect on shareholders’ wealth in listed companies in Nigeria.
H03: Changes in accounting policies have no effect on shareholders’ wealth in the listed companies in Nigeria. 
1.6	Scope of the Study 
The scope of this study is limited to the banking sector especially the (Gtbank and First Bank) on the Nigerian Stock Exchange. The period of coverage is ten (10) years (2012-2022).
0. Limitations of the study

The limitations encountered by the researcher of this work are given as follows:
a. The confidential nature of financial accounting information in the business organization posed a problem to this study.
b. The researcher was unable to reach all the members of the sample as a result of their frequent travels and busy schedule.
c. The sample used in the research though representative but it is relatively small compared to the population, as a result of lack of finance with which to carry out the research on a greater sample.
It is noteworthy however to state that despite these limitations the researcher succeeded in getting the needed data to make the research work valid.
0. Definition of key terms
Accountant: An accountant is any person who possesses a professional license to practice accountancy from a recognized professional body and has legal capacity and authority to carry out the duties of accountants in taxation and audit practice.
Financial statement: A financial statement (or financial report) is a formal record of the financial activities of a business, person, or other entity. It also provides information regarding the position and performance of a business, such as its assets, liabilities, equity, income, expenses and cash flow.
Accounting Information Systems: Accounting Information Systems (AIS) are a tool which, when incorporated into the field of Information and Technology systems, are designed to help in the management and control of topics related to organization economic-financial area. But the stunning advance in technology has opened up the possibility of generating and using accounting information from a strategic viewpoint (El Louadi, 2018).
Accounting Software:  Accounting software is an application that records and processes accounting transactions within functional modules such as accounts payable, accounts receivable, payroll, and trial balance. It is a part of the accounting information system.
Internal Controls: Internal controls encompass a set of rules, policies, and procedures an organization implements to provide reasonable assurance that; its financial reports are reliable, its operations are effective and efficient, and its activities comply with applicable laws and regulations.
Return on Equity:	This measure of how well a company used re-invested earnings to generate additional earnings, equal to fiscal year after tax income (after preferred stock dividends but after common stock dividends) divided by book value expressed as a percentage.
Total Assets:	This refers to the final amount of all gross investments, cash and equivalents, receivable and other assets presented on a firms balance sheet. Total assets are the aggregation of fixed assets and current assets.
Net Profit Margin:	This refers to how much of a company’s revenue are kept as net income. The net profit margin is greatly expressed as a percentage.


















CHAPTER TWO
LITERATURE REVIEW
2.0 Introduction
This chapter shall focus on the work of some scholars and article that have carried out similar things on this topic. In doing this, it will help to know the area in which the study will improve and also help update the scholars view on the topic. The chapter shall be divided into three section which is, conceptual framework, theoretical framework and empirical review. This will be the base for this research work.
2.1	Conceptual Framework
2.1.1	The concept and nature of Creative Accounting
According to Bhasin (2016), “creative accounting is a practice that may (or may not) comply with accounting standards or principles but deviates from what those principles and standards intend to achieve, in order to show a desired image of the company to stakeholders.” Osahon (2012) posited that “creative accounting is the transformation of financial accounting figures to the desire of the preparers from what they actually are by taking advantage of the existing rules and or ignoring some or all of them.” Similarly, according to Balaciu and Vladu (2009), “creative accounting is a communication technique having in view the amelioration of the information provided to the investors.” In other words, creative accounting not only attempts to generate a more positive public image on the market but is also an attempt to present result that is more attractive than normal. Creative accounting practices can be assessed under a positive viewpoint and a negative viewpoint at the same time. From a positive viewpoint, these practices coincide with accounting principles that recognize changes in the economic, social and political environment while from a negative viewpoint, they are negative activities which promote unethical practices by which providers of capital are presented with misleading information about the firm (Odia&Ogiedu, 2013). 
Bhasin (2015) offered insights into specific methods employed by firms in manipulating figures presented in financial statements. These include:
■	Recognition of Premature or Fictitious Revenue: The study places emphasis on how creative accounting begins. First is with recognition of revenue because it has a direct impact on earnings. This happens when either legitimate revenue is recognized earlier than expected in line with GAAP, which is called premature recognition, or it could be that 
revenue is recognized for sales that did not exist – fictitious sales. 
■	The use of Cookie Jar Reserves: This arises when there is over-provisioning for accrued expenses during the period of high profitability. The objective of this is to ensure that profit is not over-estimated beyond the level that is safe to maintain in the future.
■	Aggressive Capitalization and Extended Amortization Policies: Part of the methods employed in creative accounting is that companies aggressively capitalize expenditures that should have been expensed. Sometimes, the trick is to extend the period of amortization. 
■	Manipulating Inventory: This happens when firms manipulate the quantity or  value of inventory. Some of the techniques adopted may be to make provisions for slow-moving inventory, and also possibly change the inventory valuation method.

2.1.2	Justification in support or against Creative Accounting Practices
Study such as Škoda, Lengyelfalusy and Gabrhelová (2017) has identified tax as a significant motivator for practicing creative accounting. The argument put forward by Davidson (2002) is that complexities in the environment in which a business operates as well as situations where pressures mount on managers during economic challenges often make managers to improve their financial performance by all means. Some reasons put forward by Sutton (2002) as cited in Odia and Ogiedu (2013) for creative accounting practices are; reduction in tax and burden, access to cheap sources of capital, avoiding the violation of terms or clauses in debt contracts and increased managers’ wealth. Branka, Ivana and Ivo (2018) opined that creative accounting is applied with the motive to obtain personal gain, maintain competitiveness, attracts investors by presenting an image that is not real about the business, increasing or maintaining the level of capital, buying time for not settling due debts and beating analysts’ forecasts about the company’s performance.
Despite the motives advanced in support of creative accounting, it must be noted that the practice and techniques of creative accounting has contributed to the failure of larger firms like Arthur Anderson, Enron, World Com, Parmalat, etc., (Norri, 2013; Ajibolade, 2008). In Nigeria, Akintola Williams and Deloitte were also prosecuted for aiding the forgery of AfribankPlc’saccounts (Main Stream Bank PLC) and intentionally exaggerating the earnings of Cadbury Nigeria PLC (Bankole, Ukolobi&McDubus, 2018). These events certainly show that the financial reports presented to the public by management and approved by auditors were a misrepresentation of the firm’s true position.
According to Bakre (2007), “increase in company failures in Nigeria and the close shave with collapse that some banks had, occasioning bailout funds from Central Bank of Nigeria, has prompted researchers and investors to query the reliability of financial statements for decision making.” Another position put forward by Bakre (2007) is that “investors are increasingly uncertain about returns on their investment as confidence in financial reporting is being eroded.” 
Apart from the issue of corporate collapse of firms, the current study is intended to determine the effect of creative accounting practices on the wealth of shareholders with respect to firm’s share price in the stock market.

2.1.3	Shareholders’ Wealth and its Influencing Factors
Adaramola and Atanda (2014) maintained that “shareholders’ wealth is the projected future earnings to the firm’s owners calculated in their present value.” These earnings take the form of dividends distributed periodically as well as proceeds from the trading of stock.” As noted by Majanga (2015), some of the factors that influence shareholders’ wealth include; “earnings after tax and interest, market forces, the movement in share prices and dividend pay-out policy.” The concepts of dividend pay-outs is the principle upon which building of wealth is founded as well as the increase in share prices, and also stated t hat shareholders’ wealth will be maximized when the company pays out dividend regularly and the price of the stockappreciates on the stock-market such that the investor gets capital gains. Mpinda (2013) emphasized how important it is for a firm to maximize shareholders’ wealth by establishing an optimal dividend pay-out policy. On the other hand, Mpinda (2013), highlighted that “investors who have a long-term perspective in their investment are the ones who believe that a dividend should only be paid if the company has no value-enhancing capital projects to invest in.”
2.1.4	Link between creating accounting and Shareholders’ Wealth
Salome, Ifeanyi& Marcel (2012) put forward that “creative accounting occurs when managers use judgment in financial reporting and in structuring transactions to alter financial reports to either mislead some unsuspected stakeholders about t he underlying economic performance of the company or to influence contractual outcomes that depend on reported accounting numbers. The
resultant effects of these gross accounting violations are disastrous, leadingto high information gap between managers and investors and creating a negative impact on shareholders’ wealth.” A study by Adaramola and Atanda (2014) observed that movement in a company’s earnings has a direct impact on movement in share prices. Similarly, financial accounting information relating to cash-flows has a positive effect on share prices and this consequently affects shareholders’ wealth. In Bankole, Ukolobi and McDubus (2018), management has been brought under pressure to deliver acceptable earnings per share performance because of the quarterly earnings report.

2.2	Theoretical Framework
The theoretical perspectives upon which creative accounting is based and which also provides the theoretical background for analyzing the issue of creative accounting include such theories as the agency theory, resource dependence theory, stakeholders’ theory and debt covenant theory. Agency theory argues that there is the tendency for managers to engage in manipulating behavior owing to the conflict of interest between the managers and the shareholders in the allocation of economic resources, (Vladu&Matis, 2010). 
Resource dependence theory argues that managers dependent on shareholders because managerial compensation is often tied to stock prices and investors have a great can exercise discretion as to where they invest their capital and as such, this might affect how managers account for firm performance. Stakeholders’ theory opines that the pressure is on the managers of a firm to adjust accounting figures to suit the interests of stakeholder groups especially the dominant ones (Bankole, Ukolobi&McDubus, 2018). However, this study hinges on the agency theory for the reason being that, agency theor y assumes a firm to be a legal fiction that serves as a focus for complex process that is characterized by conflictual features of the objectives of individuals (Vladu&Matis, 2010). This theory suggests that conflict of interests between managers and shareholders is the root cause of creative accounting practices.
2.3	Empirical Review
Škoda, Lengyelfalusy and Gabrhelová (2017) conducted a study on “creative accounting practices in Slovakia after passing financial crisis.” The study found that “companies are forced and under pressure of performing well and this becomes the major motivator of creative accounting.” The study also emphasis that “to be competitive and be in the race of competition, companies are trying to do anything not minding whether it is unethical.” Kamau (2015) analyzed creative accounting practices among listed companies on the Nairobi Stock Exchange in Kenya. The study comprised 64 companies listed on the (NSE). The conclusion of the study is that “there were significant variances in discretionary accruals for various sectors which is an evident that high probability that creative accounting exists across the sectors.”
In a study investigating creative accounting practices in Kenya and their effect on the financial performance of companies listed in the Nairobi Stock Exchange, Nyabuti et al. (2016), found that “avoidance of t ax, accelerating of depreciation and smoothing of incomes” were the main creative accounting variables adopted for the study, with evidence that “a strong relationship exists between 
creative accounting and financial performance among listed companies in Kenya.” Kamau, Mutiso and Ngui (2012) examined “tax avoidance and evasion as factors influencing creative accounting among companies in Kenya” and shows that the practice of creative accounting among companies in Kenya is widely driven by tax avoidance and evasion. Data from thirty-six accountants were collected and analyzed being the stewards of various companies in Kenya 

In Turkey, Ozkaya (2014) examined creative accounting practices of government parastatals between the periods 2018 to 2010. It was found that “the fluctuations associated with boom-bust cycles in international capital flows stems from the persistent hidden liabilities influencing structures of emerging markets with open capital.” 
In Nigeria, a study by Odia and Ogiedu (2013), on “the impact of corporate governance and regulatory activities of Nigerian Accounting Standards on creative accounting practices,” The study utilized population which include accountants, users of financial information and regulatory agencies in Nigeria. The result showed that “creative accounting practices were linked to poor corporate governance structures and slack regulations to check the abuses.” 

Also, Tassadaq and Malik (2015) conducted a study and collected data throughstructured questionnaire from industrial sector of Pakistan. The study concluded that “a company is involved in frauds or scandals because of several factors like unethical behaviours, agency problem and non-professional attitude.”

Bankole(2018) examined “the effect of creative accounting on shareholders’ wealth.” “Inventory valuation, depreciation policy and debtors’ ageing schedule were used as proxies for creative accounting.” The study found that “frequent changes in inventory valuation method and depreciation policy affect shareholders’ wealth while frequent manipulation of a firm’s ageing
schedule had no significant effect on shareholders’ wealth.” Fagbemi, Abogun and Salam (2013) carried out a study to examine the relationship between corporate governance and creative accounting practices using respondents from twenty-five Nigerian companies with headquarters in Lagos-State. Using Pearson product coefficient of correlation and regression analysis to analyze data obtained from respondents, findings from the study suggests a positive andsignificant relationship between rule observance and creative accounting practices. The study also found evidence showing the existence of a relationship between creative accounting practices and the decision-usefulness of the financial statements.

A study in India by Shah, Butt and Tariq (2011) showed how many companies used the creative accounting techniques to maintain profitability. This is achieved when companies change depreciation policy in order to minimize losses. By this, investors and staffs get assurance and shareholders increase their wealth. Effiok and Eton (2012) appraised “the impact of creative accounting on management decisions of selected companies listed on the Nigerian Stock Exchange.” The study observed that “the application of creativity in financial report ing significantly affects the decision of management to recapitalize the firm upward or dispose of its reserves and concluded that creative accounting through macro-manipulation of financial statements affects a firm’s price and capital market performance.” Osahon (2012) studied the impact of creative accounting on a firm’s value and concluded that creative accounting practices positively affects a firm’s value proxied by its share price. Leyira and Okeoma (2014) studied the influence of creative accounting on organizational effectiveness. Using survey data and financial reports of fourteen Nigerian manufacturing firms over a period of five years, the study found weak evidence of a positive correlation between income smoothing, artificial transaction and market share. The study further concluded that many manufacturing firms in Nigeria underperform but practice creative accounting to appear legitimate.



CHAPTER THREE
METHODOLOGY
3.1 Introduction
This chapter looked at the Research design, population study, sampling design, data collection methods, data analysis.
3.2	Research Design 
Research design guides the researcher in collecting, analyzing and interpreting data. Quantitative method of research shall be adopted for this research while, survey research design shall be employed for primary data. Survey design entails selecting a few respondents from a population with an aim of generalizing the results to the entire population. This is done because it is not possible to study all the subjects or items in the population in this context. This design will assist the researcher to validly generalize the findings using the sample drawn from the population and will ensure that the data collected and analyzed addresses the objectives of the study. 
3.3	Population of the study 
The target population of this study is 134 staff from 2 selected deposit banks in which are listed in Nigerian in Stock Exchange and also operating within the territorial boundary of Ilorin, Kwara State but have branches across the country. These 134 staff includes only managers/assistance managers, accountants and internal auditors for the study.
3.4	Sample Size and sampling Technique
In this study, purposive a sampling method was applied. This is to get key informants (accountants, internal auditors and managers/assistance). This is due to the information they hold by virtue of the positions they hold in the companies A sample constitute selected members of class of the group(population) to be interviewed as a part of a whole. Random sampling technique and Taro Yamani’s formula were used to determine the sample size of the population.
3.5	Sources and Method of Data Collection 
The study used both primary and secondary data. The main method of data collection was use of structured questionnaires as the primary source of data. The primary data was collected, organized and coded for processing to generate tallies from every response per question. The researcher also used secondary data available from, journals, newspapers, textbooks, websites and financial data available in the companies’ annual reports. 

3.6	Instrument for data collection
Validity is stated as the extent to which an instrument measures what it is invented to measure to facilitate the process of solving the research problem by the researcher. It was ensured through presenting the research tools to the supervisors, who determined whether the instruments represented the concept under study. 
Reliability of the Instrument 
Reliability deals with the accuracy and precision of a measurement procedure. It is a partial contributor to validity since a tool of measurement may be reliable without being valid. To ensure reliability, the researcher studied the secondary data from the corporate financial reports before the actual research.
3.7	Technique for Data Analysis
On completion of data collection through questionnaire from the respondents (Accountants, Internal Auditors and Managers), which was designed in closed ended questions using five response linkertscale (strongly agree, agree, disagree, strongly disagree, and undecided). Furthermore, data were checked for completeness after which they were coded. Data was grouped and arranged according to particular research questions. The data were then presented and analyzed using tables, frequencies, and percentages. The researcher adopted Chi- square to test the hypothesis and analyzed hypothesis.


CHAPTER FOUR
ANALYSIS AND DISCUSSION
4.0	Introduction
This chapter focuses on data presentation, analysis and interpretation, and hypothesis testing. The various questions in the questionnaire are analyzed using simple percentage and the hypotheses are tested using the ordinary least square regression

4.1 	Questionnaire’s Response
The responses from the questionnaires were very encouraging, that is to say out of one hundred questionnaires administered and distributed to the staff of the GTCO and First bank, 122 copies were correctly filled and returned to the researcher, while 22 copies were not returned. This is recorded a percentage (82%) success rate of the questionnaires were returned to the researcher. The questionnaires collected were deductively analyzed and represented in tables, percentage, and in linear regression and correlation co-efficient used for hypothesis testing.

4.2 	Analysis of Questionnaire 
For clarity and avoidance of possible ambiguities, tables are used to present the results drawn from each of the questions administered.

Distribution and return of questionnaire	
	Questionnaire
	Frequency
	Percentage

	Returned
	100
	82%

	Not Returned
	22
	18%

	Total
	100
	100%



For the purpose of this study, 100 questionnaires were printed for distribution, 100 was filled and return while 22 was not return
The table above indicated that a total of 100 questionnaires was returned and 22 were not returned.
Gender of the Respondents
	
Gender
	
Frequency
	
Percentage
	
Valid %
	
Cumulative %

	Male
	58
	58
	58
	54.50

	Female
	42
	42
	42
	100.00

	Total
	100
	100.00
	100.00
	


Field Survey, 2025
Table 2 shows that 58 respondents are male and 42 respondents are female which represents 58% and 42% respectively. This indicates that majority of the students that filled the questionnaires were male

Position of the Respondents
	
Rank
	
Frequency
	
Percentage
	
Valid %
	
Cumulative %

	Accountants
	58
	58
	58
	58

	Internal Auditors
	42
	42
	42
	100.00

	Total
	100
	100.00
	100.00
	


Field Survey, 2025
The table indicates that 58 respondents are Accountant which constitutes 58% of the study, while 42 respondents are internal auditors representing 42% of the study. This finding shows that more of the people that filled the questionnaires were accountants.
Section B
TABLE 4.2.8: Distribution of responses in Question 1 
	Financial reporting is true indicators company’s operating activities and should provide true information to shareholders about the company’s state of affairs	

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Disagree
	8
	8
	8
	8

	
	Neutral
	4
	4
	4
	12

	
	Agree
	23
	23
	23
	35

	
	Strongly Agree
	65
	65
	65
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025 (Using SPSS)
From the distribution, 8 of the respondents representing 8% said they disagree that financial reporting is true indicators company’s operating activities and should provide true information to shareholders about the company’s state of affairs, 4 of the respondents representing 4% said they are neutral about the question, 23 of the respondents representing 23% said they Agree that with the statement and 65 of the respondents representing 65% said they Strongly agree with the statement. Therefore the largest population strongly agree that financial reporting is true indicators company’s operating activities and should provide true information to shareholders about the company’s state of affairs.


TABLE 4.2.9: Distribution of responses in Question 2
Management influences the profit to attract compensation
	

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Neutral
	16
	16
	16
	16

	
	Agree
	38
	38
	38
	54

	
	Strongly Agree
	46
	46
	46
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025 (Using SPSS)
From the distribution, 16 of the respondents representing 16% said they are neutral to the statement that management influences the profit to attract compensation, 38 of the respondents representing 38% said they agree to the statement and 46 of the respondents representing 46% said they strongly agree to the statement. Therefore the largest population strongly agree and agree that Management influences the profit to attract compensation
TABLE 4.2.10: Distribution of responses in Question 3
	Investors invest more in my organization when there is a steady growth in profit

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Neutral
	10
	10
	10
	10

	
	Agree
	28
	28
	28
	38

	
	Strongly Agree
	62
	62
	62
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025 (Using SPSS)
From the distribution, 10 of the respondents representing 10% said they are neutral to the statement that investors invest more in my organization when there is a steady growth in profit, 28 of the respondents representing 28% said they agree to the statement and 62 of the respondents representing 62% said they strongly agree to the statement. Therefore the largest population strongly agrees that Investors invest more in my organization when there is a steady growth in profit


TABLE 4.2.11: Distribution of responses in Question 4
	My organization ploughs back full or part of one financial year profit to another financial year manage profitability

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Disagree
	9
	9
	9
	9

	
	Neutral
	5
	5
	5
	14

	
	Agree
	34
	34
	34
	48

	
	Strongly Agree
	52
	52
	52
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025 (Using SPSS)
From the distribution, 9 of the respondents representing 9% said they disagree that organizations ploughs back full or part of one financial year profit to another financial year manage profitability, 5 of the respondents representing 5% said they were neutral to the statement organizations ploughs back full or part of one financial year profit to another financial year manage profitability, 34 of the respondents representing 34% said they Agree that organizations ploughs back full or part of one financial year profit to another financial year manage profitability, 52 of the respondents representing 52% said they Strongly agree that organizations ploughs back full or part of one financial year profit to another financial year manage profitability. Therefore the largest population strongly agree that organizations ploughs back full or part of one financial year profit to another financial year manage profitability.


TABLE 4.2.12: Distribution of responses in Question 5
	Long term effect of Income smoothing is negative on shareholders wealth

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Neutral
	10
	10
	10
	10

	
	Agree
	40
	40
	40
	50

	
	Strongly Agree
	50
	50
	50
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025 (Using SPSS)
From the distribution, 10 of the respondents representing 10% said they are neutral to the statement that long term effect of Income smoothing is negative on shareholders wealth, 40 of the respondents representing 40% said they agree to the statement and 50 of the respondents representing 50% said they strongly agree to the statement. Therefore the largest population strongly agrees that long term effect of Income smoothing is negative on shareholders wealth.
TABLE 4.2.13: Distribution of responses in Question 6
	The loopholes in legal regulatory framework of Nigerian Tax System promote Tax avoidance and encourage creative accounting practices in listed companies

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Disagree
	13
	13
	13
	13

	
	Neutral
	7
	7
	7
	20

	
	Agree
	45
	45
	45
	65

	
	Strongly Agree
	35
	35
	35
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025 (Using SPSS)

From the distribution, 13 of the respondents representing 13% said they disagree to the statement that the loopholes in legal regulatory framework of Nigerian Tax System promote Tax avoidance and encourage creative accounting practices in listed companies, 7 of the respondents representing 7% said they are neutral to the statement, 45 of the respondents representing 45% said they Agree to the statement and 35 of the respondents representing 35% said they strongly agree to the statement. Therefore the largest population agree that the loopholes in legal regulatory framework of Nigerian Tax System promote Tax avoidance and encourage creative accounting practices in listed companies

TABLE 4.2.16: Distribution of responses in Question 7
	Meeting external expectations by listed companies tends to promote creative accounting by encouraging tax avoidance in Nigeria 

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Disagree
	11
	11
	11
	11

	
	Neutral
	7
	7
	7
	18

	
	Agree
	37
	37
	37
	55

	
	Strongly Agree
	45
	45
	45
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025 (Using SPSS)
From the distribution, 11 of the respondents representing 11% said they disagree to the statement that meeting external expectations by listed companies tends to promote creative accounting by encouraging tax avoidance in Nigeria, 7 of the respondents representing 7% said they are neutral to the statement, 37 of the respondents representing 37% said they Agree to the statement and 45 of the respondents representing 45% said they Strongly agree to the statement. Therefore the largest population agrees that meeting external expectations by listed companies tends to promote creative accounting by encouraging tax avoidance in Nigeria.


TABLE 4.2.17: Distribution of responses in Question 8
	Tax avoidance has a negative effect on shareholders wealth

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Strongly Disagree
	8
	8
	8
	8

	
	Disagree
	9
	9
	9
	16

	
	Neutral
	6
	6
	6
	22

	
	Agree
	38
	38
	38
	51

	
	Strongly Agree
	39
	39
	39
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025 (Using SPSS)
From the distribution, 8 of the respondents representing 8% said they strongly disagree that tax avoidance has a negative effect on shareholders wealth, 9 of the respondents representing 9% said they disagree to the statement that tax avoidance has a negative effect on shareholders wealth, 6 of the respondents representing 6% said they were neutral to the statement tax avoidance has a negative effect on shareholders wealth, 38 of the respondents representing 38% said they Agree that tax avoidance has a negative effect on shareholders wealth, 39 of the respondents representing 39% said they Strongly agree that tax avoidance has a negative effect on shareholders wealth. Therefore the largest population strongly agrees that tax avoidance has a negative effect on shareholders wealth


TABLE 4.2.12: Distribution of responses in Question 9
	Adoption of any accounting policy for presentation of financial statement by companies is legal depending on the management interest

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Neutral
	10
	10
	10
	10

	
	Agree
	40
	40
	40
	50

	
	Strongly Agree
	50
	50
	50
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025 (Using SPSS)
From the distribution, 10 of the respondents representing 10% said they are neutral to the statement that adoption of any accounting policy for presentation of financial statement by companies is legal depending on the management interest, 40 of the respondents representing 40% said they agree to the statement and 50 of the respondents representing 50% said they strongly agree to the statement. Therefore the largest population strongly agrees that Adoption of any accounting policy for presentation of financial statement by companies is legal depending on the management interest.



TABLE 4.2.13: Distribution of responses in Question 10
	The consistency of accounting policies have a positive impact on the earnings per share

	
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Disagree
	13
	13
	13
	13

	
	Neutral
	7
	7
	7
	20

	
	Agree
	45
	45
	45
	65

	
	Strongly Agree
	35
	35
	35
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025 (Using SPSS)

From the distribution, 13 of the respondents representing 13% said they disagree to the statement that the consistency of accounting policies have a positive impact on the earnings per share, 7 of the respondents representing 7% said they are neutral to the statement, 45 of the respondents representing 45% said they Agree to the statement and 35 of the respondents representing 35% said they strongly agree to the statement. Therefore the largest population agree that the consistency of accounting policies have a positive impact on the earnings per share.

Test for Hypothesis 1
Ho:Income smoothing has no effect on shareholders’ wealth in listed companies in Nigeria.
Model Summary
	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.967a
	.934
	.934
	.22555

	
Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	T
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	.789
	.099
	
	7.990
	.000

	
	Social Norms
	.830
	.023
	.967
	35.764
	.000

	a. Dependent Variable: Creative Accounting



Decision Rule:

The simple linear regression is applied to hypothesis and the decision to be taken depends on the P values obtained. For the hypothesis, the decision rule is to reject the null hypothesis and accept the alternate hypothesis where the P value is less than 0.05 and/or to accept the null hypothesis (H0) and reject the alternate hypothesis (H1) where P value is greater than 0.05.
Interpretation
From the above table, R=0.967 which represents the correlation coefficients. R is a measurement of strength in association between two variables (dependent and independent), it is also the degree of relationship existing between two or more variables, this shows a 96.7% level of relationship between the two variables.
The R-squared value of 0.934 shows that there is a 93.4% level in the coefficient of determination, i.e income smoothing will determine the level of shareholders’ wealth to 93.4% and the remaining 6.6% will be accounted for by the Error term in equation. This shows that there is a strong the degree of determination between the variables.
Decision: Since for hypothesis one, the significance is 0.000 which is far less than 0.05, the null hypothesis (H0) is rejected and the alternate hypothesis (H1) is accepted. Therefore, shareholders wealth depends on income smoothing. 

Test for Hypothesis 2
H0: Tax avoidance has no effect on shareholders’ wealth in listed companies in Nigeria
Model Summary

	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.791a
	.625
	.621
	.47798





	Model
	Unstandardized Coefficients
	Standardized Coefficients
	T
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	1.083
	.286
	
	3.792
	.000

	
	q20
	.820
	.067
	.791
	12.260
	.000

	


Decision Rule:

The Pearson correlation is applied to hypothesis and the decision to be taken depends on the P values obtained and the value of R. For the hypothesis, the decision rule is to reject the null hypothesis and accept the alternate hypothesis where the P value is less than 0.03 and/or to accept the null hypothesis (H0) and reject the alternate hypothesis (H1) where P value is greater than 0.03.
Interpretation
Since the coefficient of correlation is positive, this passes the sign test and shows that there is a positive relationship between tax avoidance and shareholders’ wealth
From the above table, R=0.791 which represents the correlation coefficients. R is a measurement of strength in association between two variables, it is the degree of relationship existing between the two variables as in this case, and this shows a 79.1% level of relationship between the two variables.
To further confirm the result that the variables do not only have a relationship but that one determines the other to a significant level, the ordinary least square regression was tested, the coefficient of determination (R2) is therefore .625. This explains that even as there is a significant relationship between the variable we can still emphatically say that one variable is determined to a large extent by the other as the value for determination coefficient is 62.5% which account for over 50%
Decision: Since for hypothesis Two, the significance is 0.000 which is far less than 0.03, the null hypothesis (H0) is rejected and the alternate hypothesis (H1) is accepted. Therefore, there is significant relationship between tax avoidance and shareholders’ wealth.



4.3.2 Test for Hypothesis 3
H0:  Changes in accounting policies have no effect on shareholders’ wealth in the listed companies in Nigeria
TABLE 4.3.2.1: Correlation 
	Correlations 

	
	Changes in accounting policies by companies have negative impact on the returns of the shareholders
	The multiplicity of accounting policies and treatments have a negative impact on the credibility of financial reports 

	Creative accounting
	Pearson Correlation
	1
	.791**

	
	Sig. (2-tailed)
	
	.000

	
	N
	92
	92

	Shareholders’ wealth
	Pearson Correlation
	.791**
	1

	
	Sig. (2-tailed)
	.000
	

	
	N
	92
	92

	**. Correlation is significant at the 0.01 level (2-tailed).


Summary of the findings
The study was aimed at determining the effect of creative accounting on shareholders wealth. From the information gotten from the retrieved questionnaires based on the specific objectives of the study. It was found that income smoothing has effect on shareholders wealth and it was also seen that management does this is done when they want a steady growth in profit to increase shareholders wealth. It was also found that tax avoidance has effect on shareholders wealth but this act is done when companies want to reduce its tax liability. This implies that a high rate of tax avoidance reduces shareholders wealth. It further showed that changes in accounting policies have effect on shareholders wealth. Companies adopt income increasing accounting policies to increase earnings per share in order to attract investors and also deceive other users of financial reports. These policies though might increases shareholders wealth but place shareholders on high risk.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.0	Introduction
This chapter consists of three sections. The first section is on the summary, which highlights the background and objectives of the study, the methodology adopted and the findings. The second section is on the conclusion emanating from the findings while the third section provides recommendations that are rooted in the findings. 
5.1 	Summary of the study 
Financial  statements  are  aimed  at providing  information  basically  on  the financial  position  and  performance  of organizations  which  are  in  turn  used  by shareholders,  investors,  government, journalists  and  other  stakeholders  of  the company.  Credibility and reliability are 
features  that  financial  statements  should possess  so  as  to  aid  users  in  making decisions.  One  of the  roles of  management in  financial  statements  preparation  is  the disclosure of all material facts that will make financial  statements  credible. 
However, creative  accounting  is  the  manipulation  of accounting figures from what  they  really  are to that which management wants it to be by taking  advantage  of  the  loop  holes  in  the 
existing  rules  or  better  still  ignoring  part  or all  the  rules.  It  affects  the  efficient management of  the  firm  and  also  go  a long way  in  affecting  how  a  firm  is  managed (Ijeoma&Aronu,  2015). In other to carry out effective study, the study seek to look into the following as objective of the study: 
i. To ascertain the effect of Income smoothing on shareholders’ wealth in listed companies in Nigeria. 
ii. To ascertain the effect of tax avoidance on shareholders’ wealth in listed companies in Nigeria. 
iii. To ascertain the effect of changes in accounting policies on shareholders’ wealth in the listed companies in Nigeria. 
To achieve the stated above objectives, the study employed questionnaire, using GTCO and First Bank of Nigeria Staff as sample size and it is done randomly. 

5.2	Conclusion 
In conclusion, Creative accounting is the cooking of the books, cosmetic accounting or managing of earnings, creative accounting implies that the entity takes advantage of the existing loopholes in the rules, and their flexibility to prepare and publish embellished financial statements. This is possible because management has the discretion to choose accounting principles in preparing financial statements. Although not illegal, creative accounting indicates that managers are under financial pressure to seek solutions without questioning regarding their ethical actions. 
Companies indulge in this act when they have to achieve a particular goal. They used profit eroding mechanisms to deceive the users of financial reports. Creative accounting offers a formidable challenge of the accounting profession which when carried to extreme negativity has cast as person on the credibility of accounting principles and standards. Management uses it to increase or decrease profits in company's favourable environment and effect on market price of the shares of the companies, tax liability of the company. This creative accounting can be minimized by Corporate Governance and fixing ethical behaviour of Auditors. 
5.3	Recommendations 
This work recommends that to reduce high rate of creative accounting practices in Nigerian listed company which will improve financial reporting quality and also increase the faith of investors in company’s financial report. Corporate governance can play a big role in which independent directors can be chosen by the shareholders which works upon the mangers activities and keep eyes on managers’ activities. Because financial reporting is true indicators company’s operating activities and should provide true information to shareholders about the company’s state of affairs. So that investors can take decision to invest in company or not. In that area, independent auditors and Forensic accountants can be employed to check the state of affairs of the company and give true and quality information to the shareholders and stakeholders like creditors bank etc. they should work without any pressure of the management. 
Accounting professional bodies that set standards should reduce the alternative choices of accounting treatment in accounting standards. If management is not given discretion to choose any accounting method suit to its interest in presenting financial reports, creative accounting practices will reduce. 
Other ways are Amending Companies Act and enforcing strong regulation on ethical conducts of companies. Furthermore, Government should make it a serious criminal act and any company found guilty should be punished very severely so that other companies can take precautions. 
5.4	Suggestions for Further Research
The scope of the current study was limited to the responses of managers and accountants from selected listed companies in Nigeria. Future research could expand other employees who could be practicing creative accounting. Also, creative accounting practices may emerge in the future due to changes in regulations, managerial policy and new technologies. Researchers must continue their efforts to identify such emerging issues. Further research on the effects of creative accounting on the growth of Nigerian's economy may also be critical in extending this research. This is because creative accounting just like any concept has its advantages and disadvantages. However, there seems to be more negative effects than the benefits of creative accounting.
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