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CHAPTER ONE
1.1 INTRODUCTION
Background to the Study The oil and gas industry is one of such industries that has specific accounting standards; this is a result of its peculiarity in terms of high capital requirement, earnings volatility, regulation, types of business ownership, taxation, correlation between the accounting investment made and returns obtained (Wurgift and Gullied, 2008) and high sensitivity to risk like price risk and foreign exchange risk.
Therefore, when the international financial reporting standards (IFRS) was adopted by exploration companies in Nigeria, it became imperative for oil and gas companies in the sector to prepare financial statements in line with the statements of accounting standards.
Upstream oil and gas operation must meticulously record, track, distribute and report sales of oil and gas and other products accurately and timely oil and gas revenues leases account require tracking Complex Contracts and owner lease agreements. It must also reflect joint Venture and Capital expenditure among others.
The nature of the complexity of the oil and gas operations makes the nature of its accounting reporting often more complex by new challenges such as horizontal drilling etc. The research therefore intends to explore the nature of oil and gas accounting in Nigeria, challenges and solution.
1.2 STATEMENT OF THE PROBLEM
The complex nature of the operation of the upstream oil and gas industry makes the oil and gas accounting more complex in nature. However, the international financial reporting standards (IFRS) requires that oil and gas companies in the stream sector prepare their financial statement in line with statement of accounting. 2.1 Standard 14 (Accounting in the petroleum industry; upstream activities) and SAS 17 (Accounting in Petroleum) formulated by the Nigerian Accounting Standard Board:
This is as a result of the guideline stipulated by the International accounting standard board (IASB). However, oil and gas accounting is made increasingly difficult by new challenges and risks such as horizontal drilling, price risk, foreign exchange risk etc.
Therefore, this research seeks to investigate oil and gas accounting in Nigeria practice, Challenges and Solution.
1.3 RESEARCH QUESTIONS
1. What is the nature of oil and gas accounting?
2. What constitute the challenges of oil and gas accounting?
3. What possible solution are necessary in oil and gas accounting?
4. What is the nature of oil and gas accounting in Nigeria?
1.4 OBJECTIVE OF STUDY
1. To determine the nature of oil and gas accounting?
2. To determine the challenges and solutions in oil and gas accounting
3. To determine the nature of oil and gas accounting in Nigeria.
1.5 RESEARCH HYPOTHESES
1. Ho: oil and gas account practice is not standardized in Nigeria. H1: oil and gas accounting practice is standard in Nigeria.
2. Ho: Challenges in oil and gas account in Nigeria is high
3. H1: Challenges in oil and gas accounting in Nigeria is low
4. H0: The prospect of oil and gas accounting in Nigeria is low
5. H1: The prospect of oil and gas accounting in Nigeria is high
1.6 SCOPE OF THE STUDY
The scope of the study is centered on the oil and gas accounting practice in Nigeria, Challenges and solutions.
1.7 SIGNIFICANCE OF THE STUDY
1. It shall provide a detail analysis of the nature of oil and gas accounting as a framework for further studies.
2. It shall provide a framework to evaluate the challenges in oil and gas accounting and proper solution.
3. It shall serve as reference part of information for accounting professionals etc.
4. It shall elucidate the nature of oil and gas practice on Nigeria.
1.8 LIMITATIONS OF THE STUDY
1. The study’s findings might be specific to be Nigerian Context and may not be generalizable to other Countries or industries.
2. Access to reliable and comprehensive data might be limited, particularly in a industry where Confidentiality is paramount.
3. The study might rely on subjective perceptions from interviews or Surveys, which can be influenced by personal biases.
4. The oil and gas industry is constantly evolving, and the study’s findings might not reflect future changes or developments.
5. Comparing oil and gas accounting practices in different countries or regions
6. Examine Changes in oil and gas accounting practices segments of the oil and gas industry
7. Investigating account practice in oil and gas accounting practice over time
8. Analyzing the impact of regulatory changes on oil and gas accounting practices.
1.9 DEFINITION OF KEY TERMS
· IFRS: International Financial Reporting Standard
· SAS: Statement of Account Standard
· IASB: International Accounting Standard Board




CHAPTER TWO
LITERATURE REVIEW
2.1 INTRODUCTION
Activities in the oil and gas sector The activities in the oil and gas are divided into two major categories: upstream (off shore or deep water operation) and downstream activities (onshore or in-land operation). Upstream activities involve acquisition of mineral rights in properties, exploration, development and production of crude oil and gas while the downstream activities involve transporting, refining and marketing of oil and gas and derivatives.
There are four major phases of crude oil and gas exploration and production:
· The acquisition activities
· Exploration activities
· Development activities
· Production activities
Acquisition activities are carried out by an Enterprise towards the acquisition of rights to explore, develop and provide oil and gas. Acquisition cost over all cost incurred to purchase lease or otherwise acquire a properties or mineral right. These include crop compensation paid to farmers and all other cost incurred in acquiring the right to explore, drill and produce oil and gas including the initial cost incurred for obtaining the petroleum exploration permit or letter of authority (EPA) and mining leases (ML).
Exploration activities however lower the prospectivity activities conducted in the search for oil and gas; in the course of an appraisal programme, these activities include but are limited to aerial, geological and physical (CGS), geochemical, paleontological, palynological, topographical and seismic surveys analysis studies and their.
· Topographical and seismic surveys, analysis studies and their interpretation, investigations relating to the subsurface geological including structural wells drilling, drilling of exploration and appraisal wells and other related activities such as surveying connected site preparation and all work necessarily connected therewith for the purpose of oil and gas include all cost incurred in exploration activities which include direct and allocated indirect operating cost of related depreciation and applicable overhead. Other exploration costs are GI and GI survey cost, rights of access to properties to conduct those studies (e.g. cost incurred for environment clearance etc.) and other expenses of geological, geophysical crews and other personnel conducting these studies, cost of carrying and returning developed properties such as delay rental, valuation, taxes in properties, legal cost for title defence maintenance of land and lease records and annual license fees in respect of petroleum exploration license are all part of exploration cost. Further, costs of exploration include dry hole contributions and bottom hole contributions; cost of drilling and equipping exploratory and appraisal wells and cost of drilling exploratory type stratigraphic test wells.
· Development Activities: For extraction of oil and gas include the purchase, shipment or storage of equipment and materials used in developing oil and gas accumulation’s completion of successful exploration on wells, the drilling, completion and testing of development wells, the drilling, completion and recompletion of services wells, the laying of gathering lines, the construction of offshore platforms and.
· Installations, the installation of separators, tankages, pumps, artificial lift and other producing and injection facilities required to produce, process and transport oil and gas into main oil or offshore including laying of infrastructure pipelines. The installation of the said storage or gas processing facilities:
· Development cost cover all the direct and allocated indirect expenditures incurred in respect of the development activities including cost incurred to gain access to and prepare well locations for drilling including survey, well location for the purpose of determining specific development drilling sites, clearing ground drilling, road building panel relocating necessary in developing the proved oil and gas reserves drill and equip development wells development type stratigraphic test wells and service wells to produce the crude oil.
· Developing well equipment such as casing, tubing, pumping equipment and the wellhead assembly, acquisition, construct and install production facilities such as lease flow line separators, heaters, manifolds, measuring devices and process storage tanks, neutral gas cycling and processing plant and utility and waste disposal systems and provide advanced recovery system. Other development costs include depreciation and applicable operating M\ZXcost of related support equipment and facilities in connection with development activities and annual license fees in respect of mining lease.
· PRODUCTION ACTIVITIES: consist of pre-wellhead (e.g. lifting oil and gas the surface operation and maintenance of wells), extraction rights etc. and post-wellhead
· Gas gathering treating, field transportation, field processing etc. up to the outlet valve on the lease or field production storage tank etc.) activities for producing oil and gas the cost incurred to operate maintain an enterprise wells and related to equipment and facilities including cost of labour repairs and maintenance, material supplies fuel and power property taxes, insurance etc. in respect of gathering treating field production storage tank.
2.2 CONCEPTUAL FRAMEWORK
Oil and Gas Accounting
Understanding the nature of full cost (FC) and successful effort (SE) these constitute the two standard methods of applying historical cost.
In practice there are variations in the application of both full cost (FC) and successful effort (SE) because of such factors as the depletion of a cost Centre.
The basic difference between the two is their treatment of unincurred exploration cost that does not result in the discovery of oil and gas reserves - 
2.2.1 CONCEPTUAL DIFFERENCES BETWEEN FULL COST (FC) AND SUCCESSFUL EFFORT (SE)
Both (FC) and (SE) methods of accounting in the oil and gas industry are allowed under generally acceptable accounting principles the fundamental difference between FC and SE is the size of the cost Centre used in the capitalized/expense decision for exploration costs: Under (FC) the largest possible cost Centre is the country or even if continent and all cost of funding oil and gas reserves would be capitalized regardless of whether a specific local effort is successful; under (SE) the smallest possible cost Center is the property (lease) reservoir or field most SE Companies use the field and all costs of that well would be expensed unless oil and gas reserves are found. Establishing a direct cause and effect relationship between cost incurred and reserves discovered is not relevant to recording the cost as asset under FC. While such a relationship must exist to record the cost as asset under SE. Both methods eventually will produce the same accounting results because the same cost once incurred and the same discoveries made. The timing of those results however may vary significantly. Notice that unsuccessful exploration cost dare expensed however when successful exploration occurs costs are capitalized.
Prior to late 1950 and early 1960’s, about that time FC came into use and by the late 1960s it was widely used. At reason suggested for the increase in the use and adoption was the historical cost model 5 in the oil and gas industry amount spent in exploration have no predictable relationship to the value of oil and gas discovered. For example, a large number may be spent to find nothing but in other geographical area a small amount spent could result in a large discovery the motivation for FC was frustrating with a historical cost concept that penalized enterprise for exploration effort that results in no discoveries and does not reward those effort that result in discoveries with recognition of the value discovered. Although FC does not accomplish the later goal it does accomplish the former by capitalizing all exploration cost as long as discovery value exceeds cost on a company wide basis regardless of the theoretical reasons for this increasing use FC does have a desirable impact on reported income not to mention net assets of growing firms; FC also result in a smoothing of reported income because cost that are written off in the current period under the SE method are capitalized and amortized against revenues of a number of future periods. Generally the larger more mature and fully integrated enterprise in the oil and gas industry use FC; in using FC, the larger enterprise simply because of their size and the extent of their operations would receive a relatively smaller smoothing impact than smaller enterprise.
2.2.2 EVALUATION OF THE OIL AND GAS ACCOUNTING METHOD
Oil and Gas Accounting
There are basically two alternative methods for accounting for acquisition, exploration and development and production cost in oil and gas exploration and production namely; Successful effort (SE) method and full cost (FC) method:
· Successful Effort(SE) Accounting Method:
· Under the SE method, generally only those costs that lead directly to the discovery acquisition or development of specific discrete oil and gas reserves are capitalized and become part of the capitalized cost of the cost center; costs that are known at the time of incurrence to fail to meet this criterion are generally charged to expense in the period they are incurred; they are recorded as capital work in-progress and written off when the cost are determined to be non-productive.
· Under SE method the propriety of carrying forward cost incurred and subsequently matching them against future revenues depends on whether specific cost can be identified with specific reserves; if this


direct relationship does not exist, the cost should be charged to expense. If a direct association does not exist between a non-productive cost and reserve found and developed, the cost should not be classified as an asset because it is deemed to not provide future benefits in the form of cash flows charging non-productive costs to expense is consistent with the framework — cost that do not result directly in future benefits are properly changed to expense. If costs related to unsuccessful ventures are not changed to expense, both current and future financial statement have distorted because these cost must eventually be removed from the balance sheet and reported in the statement of profit and loss even though they contribute nothing to future revenues.
*FULL COST (FC) ACCOUNTING METHOD 
under the Fc method all cost incurred in prospecting, acquiring mineral interest, exploration and development are capitalized and accumulated in large cost centers that may not be related to geological factors. the cost center under this method is not normally smaller than a country except where warranted by major difference in economic fiscal or other factors in vicinity. the capitalized cost of each cost center are depreciated as the reserve in each cost centre are produced. under the fc method, all cost incurred at any time and at any place in a cost center in an attempt to add commercial reserves are essential part of the cost of any reserves added in the cost center. As a result, they are directly associated with the enterprises reserves in that center and all the cost of the mineral assets in the cost centre under fc method, inspect of a cost center, all acquisition costs, all exploration costs and all development costs should be treated as capital capital work-in-progress when incurred; all cost other than the above should be charged as expense when incurred (Masud, 2018). The macrotheme review pg. 16.
KEY ACCOUNTING STANDARD IN NIGERIAN OIL AND GAS SECTOR
In 2012, the international Financial Reporting Standard (IFRS) was adopted by the upstream sector of Nigeria. Nigerian Companies in the upstream sector prepared their Financial Statement in line with the statement of accounting standard 14 According to the petroleum formulated by the Nigerian Accounting Standard Board.
By its adoption, the IFRS Nigeria found over 100 countries that either use or have adopted the accounting guidelines stipulated by the international accounting standard Board (IASB). This will ensure harmony and easy comparison of Financial statements. This is particularly useful in the oil and gas industry considering that it is one of the most global industries. The adoption of a common accounting framework also widen access to investment opportunities.
ACCOUNTING STATEMENT IN OIL AND GAS IN NIGERIA
IFRS 6: Exploration for and evaluation of mineral resources.
IFRS 6: Exploration for and evaluation of mineral resources is a standard tailored specifically to the extractive industries to provide guidance for the treatment of exploration cost pending the outcome of the wider extractive industry project being executed by the IASB. However, entities transitioning to IFRS are permitted to continue using their current local accounting policy for exploration and evaluation of mineral resources under IFRS 6 expenditures incurred in exploration activities should be expensed unless they meet the definition of an asset — when it provides economic benefits with flow to the entity as a result of the expenditure.
Although IFRS 6 provides that all expenditures incurred on exploration activities be expensed unless they meet the definition of an asset. However, the treatment of exploration and evaluation (E and E) assets depends on the classification of the asset-triangle E and E assets may include cost of exploration permit and license while tangible E and E asset may include items of equipment and plant used for exploration activities. IFRS 6 requires entities recognizing E and E assets to perform an impairment test on those assets when facts and circumstances suggest that the carrying amount of the assets may exceed their recoverable amount.
The impairment should be carried out in accordance with IAS 36 Impairment of assets once it is identified. however IFRS 6, exploration for and evaluation of mineral resources is limited in scope and does not provide guidance for the treatment of development and production costs. this implies that IFRS 6 does not go beyond the exploration stage. Companies are therefore allowed by the IASB to continue using the existing guidance provided by their local standards for the treatment of development and production cost pending the completion of the on-going project being carried out by IASB regarding the IFRS6.
SAS 14: Accounting in the Petroleum industry (Upstream activities) This Standard was first issued in 1983 by the NASB to enhance the comparability of financial statements prepared by companies operating in the upstream sector of the Petroleum industry in Nigeria (Bamide 2011). The standard basically deal with accounting and reporting for upstream activities which involve the acquisition mineral interest in properties, exploration(including prospecting development and production of crude oil and gas.
SAS 17: Accounting in the petroleum industry(downstream activities) This standard provided a guide on accounting practices and reporting formats to be followed by companies operating in the downstream sector of the Nigerian petroleum industry. The standard applies to companies refining and petrochemicals, marketing and distribution and liquefied natural gas. Downstream activities are activities that take place after the oil and gas into petrochemical tanker for the transportation of the crude to the refining or liquefaction of natural gas refining etc of the crude oil in order to speed up the tracking process. IFRS does not have a specific guidance Catalyst: But the principle of IAS 16 and IAS 2 are used to account for catalyst. catalyst are expensed as consumed and accounted for as an inventory and recorded at the lower cost or net realizable value. NG-GAAP requires Catalysts to be separated control. This standard provides guidance in three types of joint venture; 1) joint controlled entities 2) jointly controlled assets and 3) jointly controlled operation. the joint controlled entity is a joint arrangement that is carried out through a separate legal entity (Company or partnership) Companies are allowed an accounting policy if either to amount to their interest using the proportionate consolidation method or the equity method KPMG survey 2009 on the application of IFRS reported that over half of oil and gas companies in front arrangement applied proportionate consolidation with the reminder using the equity method. jointly controlled assets and jointly controlled operations however, are joint ventures therefore, recognizing the assets and liabilities that they control and the cost incurred and income received in relation to the arrangement. the standard has been providing guidance to companies to account for these benefits until the end of January 2012. A new Standard IFRS 11 joint arrangement and IFRS 12, business combination issued in May 2010 by the IASB with effective application begins on or after 1st January 2013 have now suspended the IAS 31. IFRS 11 provides guidance on two categories of joint arrangement; 1. joint ventures and 2. joint operation in Nigeria However, two Standard SAS 28: investment in associates and SAS 27 interest in joint venture provider Similar guidance SAS 28 provides specific requirement on accounting for associates in the Consolidated Financial Statements under the equity method and the disclosures required while SAS 29 establishes guidelines as to into Short life (last less than a year) and long life catalyst (last a year or over). the costs of short life catalyst are expensed in the year in which they are incurred while the cost of long life catalyst are capitalized and written off over the life of the refinery. IFRS provides that costs of major overhaul is of refineries can be capitalized if the useful life of the property plant and equipment (PPE) gets extended or its productive capacity is increased. SAS 17 requires the cost of turnaround maintenance (TAM) to be capitalized and amortized over the expected period before the next TAM. TAM in Nigeria is usually carried after every two years. costs of Spare parts and servicing equipment apart from major spare parts and equipment are usually carried as inventory under IFRS and recognized in the profit and loss as consumed. major spare parts and equipment qualify as PPE and E when an entity expects to use SAS17 requires standby equipment and spare part to be capitalized as part of PPE and depreciated over the expected useful life of similar equipment in use. the Cost of refining or petrochemical plant and equipment should be capitalized and depreciated on a Straight line basis over the useful life asset. Masud Bald (2013) “The macro theme review” pg. 18
IAS 31- interest in joint ventures (JV), Production Sharing contracts (PSC) and Business combination. IFRS defines joint ventures as a contractual agreement whereby two or more parties undertake an economic activity that is subjected toScope of accounting for interest in joint ventures adopted which interest in joint ventures might be accounted for at cost less any provision for impairment.
CHANGES IN EXISTING DECOMMISSIONING AND RESTORATION AND SIMILAR LIABILITIES IN THE OFFSHORE/ONSHORE OPERATIONS 
Oil and gas exploration and production companies can have significant impact on the environment oil and gas exploration and production companies are required by law, the terms of operating license or entity stated policy and practice to carry out decommissioning of environmental restoration works at the end of oil and gas exploration and production exercise or at the end of the useful life of a PPE and other installations. there may also be environmental cleanup obligations for contamination that answers during the operation of a refinery or other installations. the associated loss of remediation or restoration can be significant. it was estimated that £4.5 Billion is expected to be spent on decommissioning assets on UK Continental Shelf from 2016 to 2017. IFRS provides that the present value of the cost of dismantling removing or restoring an oil and gas field as a result of a legal or constructive obligation is recognized as a liability and the corresponding cost capitalized as part of the related property plant or equipment (PPE). An obligation arises either when the item during a particular period for purposes other than to produce inventory during that period. under NG-GAAP however, app 10 paragraph 36 laws of the Federal Republic of Nigeria provides that all abandonment programmes have to be approved or agreed by the head of the petroleum inspectorate therefore a legal requirement to rehabilitate the damage done to the environment. Entities are required to make provision for restoration and abandonment cost for based on the Salvage values of the asset/equipment based on the best availability estimate by either of the following: A) A charge against income on a systematic basis over the full productive lives of the facilities concern so that the accumulated provision will cover the cost of restoration or abandonment or B) Recognizing the eventual liability at the outset i the corresponding debit should be treated as a capital cost to be depreciated using the unit of production basis
IFRS ADOPTION AND EVALUATION (E and E) EXPENDITURE Exploration and evaluation (E and E) expenditures are those cost that are incurred by an oil and gas entity in connection with the exploration for and evaluation of mineral resources before the technical feasibility and the prospect of extracting a commercially viable quantity of oil natural gas and similar non-regenerative resources are established. the E and E cost can be categorized into pre-exploration costs, exploration and evaluation (E and E) costs and developments. Generally, all The E and E costs associated with identified new reserves are capitalized; however, if the exploration of new reserves turns out to be unsuccessful (dry hole), the dry hole cost can either be expensed or incurred under the SE or capitalized to be amortized over the subsequent CF). Both IFRS and NG GAAP allows companies to choose between the two standards in terms of treatment of costs whereas IFRS 6 exploration for and evaluation of mineral resources allows capitalization of E and E costs only NG-GAAP standards SAS 14: Accounting in the petroleum industry (upstream activities) require under the FC method cost incurred on mineral rights acquisition, exploration, appraisal and development activities be capitalized irrespective of whether or not the activities resulted in the discovery of reserves. Such cost are amortized against successful funds on gross revenue or unit of production basis where as under the SE method, cost incurred prior to the acquisition of mineral rights and other exploration activities not successfully directed to an identified Structure should be expensed when incurred.
The immediate expensing of E and E costs under the SE method will have a significant impact in the financial statement by causing volatility in reported profits (Zori, 2010) under the FC method however, depreciation and amortization are more predictable, have provides a sound forecasting basis for earnings. large oil and gas firms mostly favour the SE method in order to minimize their tax obligation whereas as small oil and gas boost their assets in the statement of financial position
2.1.6 Oil and Gas Accounting Practice in Nigeria: Challenges and Solution
The oil and gas exploration, production and distribution has been facing series of problems from oil bunkering and oil pipeline vandalization to incessant attacks and kidnapping of expatriate staff of international oil companies (IOCs) for ransom by militants in the oil producing area (Niger Delta region) - these militant, the movement for the Emancipation of Niger Delta (MEND) repeatedly cite injustice in the allocation of funds to the oil producing state from which the revenue is generated as their main grievance against the IOCs and the Nigerian Government - the illiteracy and poverty level in Nigeria are presently at the peak and 80% of the population live below the international poverty line of US$1.5 per day (UNICEF 2011) massive corruption at all tiers of government and private sector is very pervasive in recent times; the security threat from the MEND in Niger Delta and Boko haram religious sect in the north East Nigeria are two main challenges to the security in the country.
In the accounting and Finance Sector companies cook Figure and manipulate Financial Statements, tax avoidance is the norm of the day while persistent earning management is left unchecked by the authorities because of weak and ineffective regulations most of the Nigerian statement of Accounting (SAS) or ND-GAAP issued by the NSB are outdated and considered insufficient to provide the necessary guidance in the preparation of quantitative Financial statement:
These problems coupled with many issues necessitated the present government to introduce series of economic reform programmes in the various sector of the economy in order to correct the aberration and propel the country among the twenty most developed nations in the world by the year 2020 - the most prominent reforms in the accounting and oil and gas sector are adoption of international Financial Reporting standards (IFRS), the replacement of Nigeria Accounting standards Board (NASB), the body responsible for the issuance of SAS with the Financial Reporting Council (FRC) and the establishment of the IFRS academy; these reforms are intended to improve the comparability and transparency of their Financial statements and reduce information asymmetry.
While in the oil and gas sectors a petroleum Industry Bill (PIB) aimed at revamping the oil and gas sector is currently being debated by the country’s National House of Assembly
IMPACT OF IFRS ADOPTION ON JOINT ARRANGEMENT 
the contractual relationship between oil and gas companies (IOC) and host government are governed by the newly issued IFRS 11: Joint Arrangement and IFRS 12: Disclosure by interest in other entities - IFRS 11 prescribes the accounting for Joint arrangement - the contractually agreed sharing of control of on arrangement which exist only when the decision about the relevant activities require the unanimous consent of the parties sharing control - these arrangement are used byoil and gas companies as away to share the higher risks and costs associated with the industry or as a way if fraying in special interest SKILS to a particular project.
IMPACT OF IFRS ADOPTION AND DECOMMISSIONING IN EXPEDITURE 
The onshore/offshore operation of oil and gas exploration and production companies can have significant impact on the environment. Decommissioning or the act of dismantling removal, taking service or disassembling of redundant oil and gas installation etc., pipes etc in certain instances where certain oil and gas structures cannot be removed, an exceptional cases of derogation can be made. Details of the requirement of IFRS and NC-GAAP on decommissioning expenditure have been presented earlier.
IMPACT OF IFRS ADOPTION AND INCOME TAXES 
The adoption of IFRS and in Nigeria a will greatly impact the system of the country taxation. Taxation in the oil and gas sector is regulated by the petroleum profit tax act PITA 2004 (PPTA). however, the legislative framework relating to the oil and gas sectors is currently being over handled and likely to have a significant impact on the Nigeria oil and gas industry. the draft of the petroleum industry Bill (PIB) which is aimed at re-constructuring the entire oil and gas sector is currently before the Nigeri an parliament waiting to be passed into law. the draft extensive changes to taxation requires improved economies offer small onshore development, review of JVs and PSCs and an amended royalty structure - masud Bala C2013, “the microtheme review”24.
CONCEPT OF BEST PRACTICE IN INDUSTRIAL PRODUCTION
ENVIRONMENTAL ACCOUNTING 
Concept of best practice in industry production-eg oil and gas sector forms the fundamental basis for environmental accounting (EA) requires a segregation, prevention and remediation.
In AT and T green accounting, it is defined as the identifying, material and the cost of environmental activities and using this information for environment management decisions - pertinent of these costs are critical (hidden, private and externality cost and the purpose is for environmental cost reduction, waste accordance, increase in usage and recycling of water and environmental remediation.
effective environmental cost identification classification and reporting will sue added objectivity of financial statement for decision making. Also budgeting and effective budgeting control of environment cost will allow for effective and efficient management of environmental costs control.
2.2Theoretical Framework
The theoretical framework establishes the foundation for analyzing the accounting practices in the oil and gas industry, particularly within the Nigerian context. It is essential for understanding how financial reporting principles apply to the unique operations and regulatory demands of petroleum-based enterprises. This study draws on the following core theories to guide the analysis of accounting practices, challenges, and potential solutions in the Nigerian oil and gas sector:
2.2.1 Agency Theory
Agency theory, developed by Jensen and Meckling (1976), posits that there is a contractual relationship between two parties: the principal (shareholder or owner) and the agent (manager or operator), wherein the agent is expected to act in the best interest of the principal. However, due to divergent interests and information asymmetry, agents may act in their own interest rather than that of the principal. In the oil and gas industry—particularly in multinational corporations like ExxonMobil—these agency problems are magnified due to the complexity of operations, capital intensity, and the cross-border nature of investments and regulatory environments.
In such a context, accounting plays a crucial role in reducing information asymmetry by ensuring timely and transparent disclosure of financial and operational data. Accurate reporting of revenues, costs, reserves, and royalties under internationally accepted standards allows shareholders and other stakeholders to evaluate managerial performance and detect potential inefficiencies or unethical practices. The adoption of standardized accounting frameworks, such as International Financial Reporting Standards (IFRS), serves as a control mechanism to limit agency costs and foster accountability. Thus, the agency theory underpins the importance of reliable financial reporting in fostering corporate governance and safeguarding stakeholder interests in the oil and gas sector.
2.2.2 Stakeholder Theory
Stakeholder theory, as formulated by Freeman (1984), extends the accountability of a business organization beyond its shareholders to include all parties who have a stake in the company’s operations. These stakeholders include employees, local communities, governmental agencies, investors, non-governmental organizations, and environmental groups. This theory is particularly relevant in the oil and gas sector in Nigeria, where the activities of multinational companies like ExxonMobil often have far-reaching social, economic, and environmental consequences.
In this context, oil and gas accounting is not solely about financial reporting; it is also a means of maintaining corporate legitimacy and social license to operate. For example, the proper accounting and disclosure of environmental remediation costs, host community development expenditures, and corporate social responsibility initiatives provide transparency and promote trust between companies and the communities in which they operate. Failure to account for these costs appropriately can lead to conflicts, reputational damage, regulatory sanctions, and ultimately, the loss of operational access. Thus, stakeholder theory emphasizes the need for accounting practices that are inclusive, transparent, and responsive to a broad array of interests within the oil and gas value chain.
2.2.3 Full Cost vs. Successful Efforts Accounting Theory
The Full Cost (FC) and Successful Efforts (SE) accounting methods are industry-specific frameworks used in the exploration and production (E&P) segment of the oil and gas industry. These methods determine how exploration costs are treated in the financial statements and have significant implications for income reporting, asset valuation, and investment decisions.
· Full Cost Method (FC): Under this method, all costs related to oil and gas exploration, including those that result in unsuccessful discoveries, are capitalized as part of the cost of developing the company’s total reserves. These capitalized costs are then amortized over the life of the reserves. The FC method tends to smooth earnings over time and is often preferred by smaller or indigenous companies, especially in uncertain or high-risk environments.
· Successful Efforts Method (SE): This method capitalizes only the costs of successful exploration activities, while unsuccessful exploration expenditures are expensed in the period in which they occur. This approach provides a more conservative and transparent view of a company’s financial performance and is often adopted by multinational oil companies like ExxonMobil in accordance with U.S. GAAP and IFRS.
The choice between these two methods affects how investors and regulators perceive a company’s profitability, asset base, and financial health. For instance, the SE method may result in lower net income during periods of high exploration failure but provides a more realistic picture of operational efficiency. This theory highlights the practical implications of accounting policy choices in portraying a company's financial reality and managing stakeholder expectations.

2.3 Empirical Review
Several empirical studies have been conducted to assess oil and gas accounting practices in Nigeria, with particular focus on compliance with international standards, institutional challenges, and firm-level strategies. These studies provide a robust foundation for evaluating the existing accounting landscape, particularly in relation to multinational corporations like ExxonMobil.
Adebayo and Ogundele (2021) conducted a comprehensive study on the adoption of international financial reporting standards among multinational oil firms operating in Nigeria. Their research identified substantial inconsistencies in the application of IFRS between foreign-owned firms and their indigenous counterparts. Specifically, they observed that while multinational corporations such as ExxonMobil generally comply with IFRS 6—relating to exploration and evaluation of mineral resources—many local firms lack the technical expertise and training required for effective implementation. The study concluded that limited capacity building and insufficient regulatory support have hindered the uniform application of accounting standards across the industry, thereby affecting the reliability of financial reporting.
Uche and Emefiele (2022) focused their investigation on the regulatory environment within Nigeria’s oil and gas sector and how it influences accounting practices. Their findings revealed that poor oversight mechanisms, bureaucratic inefficiencies, and widespread corruption have allowed certain oil companies to manipulate their financial records by underreporting revenue and evading tax obligations. The study emphasized that regulatory lapses create loopholes for financial misrepresentation and result in significant revenue losses for the government. Uche and Emefiele recommended the integration of automated financial reporting systems and the introduction of stiffer penalties for non-compliance as effective deterrents to fraudulent accounting practices.
Egbunike and Chukwujama (2020) explored the impact of oil and gas accounting practices on the financial performance of companies operating in Nigeria’s upstream sector. Their study revealed a significant positive relationship between compliance with international accounting standards and improved profitability. Notably, firms like ExxonMobil, which adhere to the Successful Efforts method of accounting, reported more accurate valuations of exploration assets and demonstrated greater financial stability over time. The authors posited that adherence to global best practices not only improves investor confidence but also enhances the operational efficiency and sustainability of oil and gas firms.
Okoye and Obi (2023) investigated the structural and operational challenges faced by oil companies in implementing effective accounting systems. Their research identified three major impediments: constant shifts in Nigeria’s fiscal policies, a dearth of adequately trained oil and gas accounting professionals, and the burden of double taxation. These factors, according to the study, have created an unstable reporting environment and increased the cost of compliance for many operators. Okoye and Obi advocated for the simplification of tax regulations, consistent fiscal policies, and increased investment in professional development for accountants specialized in oil and gas reporting to ensure better compliance and transparency.
Adekunle and Salami (2021) carried out a comparative analysis of accounting practices between multinational firms such as ExxonMobil and indigenous Nigerian oil companies. Their study revealed that multinational companies are better equipped in terms of technological infrastructure, including the use of advanced Enterprise Resource Planning (ERP) systems, and possess well-trained staff capable of implementing IFRS with high precision. In contrast, most indigenous firms continue to rely on outdated accounting systems and lack the financial resources needed to upgrade their technology or attract skilled professionals. The study recommended targeted government intervention in the form of subsidies and training programs to enable local firms to improve their accounting frameworks.
Owolabi and Dada (2020) examined the role of corporate governance in enhancing the quality and transparency of oil and gas accounting in Nigeria. Their research found that companies with well-established governance structures—including independent audit committees, robust internal controls, and transparent reporting mechanisms—were more likely to produce accurate and reliable financial reports. The study concluded that corporate governance serves as a critical enabler of accountability and that its reinforcement can reduce the risk of financial manipulation in the industry. Owolabi and Dada emphasized the need for regulatory bodies to enforce governance compliance as a way of strengthening financial integrity in the sector.
2.4 Historical Background of the Study
The oil and gas sector has long served as the backbone of Nigeria’s economy, dating back to the discovery of crude oil in Oloibiri, present-day Bayelsa State, in 1956 by Shell D’Arcy Petroleum. Since then, petroleum exploration and production have expanded significantly, positioning Nigeria as one of the largest oil producers in Africa and a key member of the Organization of the Petroleum Exporting Countries (OPEC). The industry contributes over 80% of the country’s export earnings and a substantial portion of government revenue, making it an indispensable component of national development and foreign exchange generation.
As the sector grew in scale and complexity, so did the need for transparent and standardized financial reporting. However, oil and gas accounting presents unique challenges due to the specialized nature of exploration, production, and reserve estimation. The adoption of appropriate accounting methods—particularly the Full Cost and Successful Efforts methods—became a central issue, as different firms began to apply divergent approaches based on ownership structure, regulatory expectations, and international affiliations. The lack of a unified and consistent accounting framework created discrepancies in financial reporting and made it difficult to compare firm performance or ensure regulatory compliance.
The evolution of accounting practices in Nigeria’s oil and gas industry gained significant momentum with the introduction of the International Financial Reporting Standards (IFRS), especially IFRS 6, which addresses the accounting treatment of exploration and evaluation activities. The implementation of IFRS in Nigeria in 2012 was a major milestone intended to align local practices with international standards, improve transparency, and attract foreign investment. Despite this progress, numerous challenges persist, including regulatory inconsistency, inadequate technical expertise, weak enforcement mechanisms, and widespread corruption, all of which undermine the integrity of financial reporting in the sector.
ExxonMobil Nigeria Plc, a subsidiary of the American multinational ExxonMobil Corporation, has operated in Nigeria for decades and is one of the leading players in the upstream segment of the oil industry. As a multinational corporation, ExxonMobil adheres strictly to international accounting standards and is often seen as a benchmark for best practices in financial reporting. Examining the accounting practices of ExxonMobil in comparison with indigenous firms provides valuable insights into the prevailing gaps, regulatory challenges, and potential areas of reform within the Nigerian context.
This study, therefore, emerges from a historical need to strengthen accounting integrity in Nigeria’s oil and gas sector. It seeks to evaluate the practices employed by leading firms like ExxonMobil, identify the challenges that impede effective financial reporting, and propose practical solutions that can enhance transparency, accountability, and stakeholder confidence in the industry.


CHAPTER THREE
RESEARCH METHODOLOGY
3.0 Introduction
This chapter outlines the methodology adopted in the conduct of this study. It presents the research design, population, sample size and sampling technique, sources of data, data collection instruments, validity and reliability of instruments, method of data analysis, and ethical considerations.
3.1 Research Design
This study adopts a descriptive survey research design, which is appropriate for gathering and analyzing data on the current practices, challenges, and solutions associated with oil and gas accounting in Nigeria. The survey design allows the researcher to collect both qualitative and quantitative data from a targeted population, providing a broad understanding of the phenomenon under investigation. The design is particularly suitable for this study because it enables the collection of data from employees and financial professionals within ExxonMobil Nigeria Plc to assess their accounting practices in a real-world setting.
3.2 Population of the Study
The population of this study comprises staff of ExxonMobil Nigeria Plc, particularly those in the finance, accounting, auditing, and compliance departments. These individuals are assumed to possess relevant knowledge about the accounting frameworks, challenges, and regulatory compliance processes within the oil and gas industry. The total population is estimated at 150 employees based on internal organizational data.
3.3 Sample Size and Sampling Technique
From the population of 150, a sample size of 100 respondents was selected using the purposive sampling technique. This technique was adopted to ensure that only those employees with direct involvement in accounting, finance, or audit functions were included in the sample. Purposive sampling is justified in this context, as it enhances the relevance and accuracy of the data collected by targeting only respondents with the appropriate expertise and professional experience.
3.4 Sources of Data
The study makes use of both primary and secondary sources of data:
· Primary Data: This was obtained through the administration of structured questionnaires to selected respondents at ExxonMobil Nigeria Plc.
· Secondary Data: Relevant secondary data was sourced from published financial reports, journal articles, textbooks, government policy documents, and accounting standards such as IFRS 6 and other petroleum sector-specific guidelines.
3.5 Instrument for Data Collection
The primary instrument for data collection was a structured questionnaire designed by the researcher. The questionnaire was divided into sections to obtain information on the demographic characteristics of respondents, accounting practices adopted by the company, challenges encountered in oil and gas accounting, and possible solutions. Most items on the questionnaire were presented using a Likert scale ranging from “Strongly Agree” to “Strongly Disagree,” enabling quantitative analysis.
3.6 Validity and Reliability of the Instrument
To ensure validity, the questionnaire was reviewed by experts in accounting and research methodology, including university lecturers and industry professionals. Their feedback was used to refine the questions to ensure they effectively capture the variables under study.
For reliability, a pilot test was conducted using 10 staff members from another multinational oil firm (not included in the final sample). The results were analyzed using Cronbach’s Alpha, which yielded a reliability coefficient of 0.87, indicating a high level of internal consistency of the instrument.
3.7 Method of Data Analysis
Data collected from the questionnaire were coded and analyzed using Statistical Package for the Social Sciences (SPSS). Descriptive statistics such as frequency tables, percentages, and mean scores were used to summarize the responses. In addition, inferential statistics—particularly Chi-square tests—were applied to test the formulated hypotheses at a 5% level of significance. This analytical approach provided empirical insights into the relationship between accounting practices and financial transparency in the oil and gas sector.
3.8 Ethical Considerations
In the course of conducting this research, all necessary ethical standards were strictly adhered to. Participation in the study was voluntary, and respondents were assured of confidentiality and anonymity. The purpose of the research was clearly explained, and informed consent was obtained prior to administering the questionnaire. The data collected was used strictly for academic purposes and stored securely to prevent unauthorized access.


CHAPTER FOUR
DATA ANALYSIS AND PRESENTATION
4.0 INTRODUCTION
This chapter presents the analysis and interpretation of data collected from respondents through the administered questionnaire. The primary aim is to provide empirical evidence to support or refute the research hypotheses and to gain a comprehensive understanding of the nature, challenges, and prospects of oil and gas accounting practices in Nigeria.
Data were gathered from 100 respondents across relevant departments, including Accounting, Finance, Audit, and Operations within organizations operating in the Nigerian oil and gas sector. The analysis was conducted using both descriptive and inferential statistical tools, with the assistance of the Statistical Package for Social Sciences (SPSS) version 25.0. The results are presented in tabular form and discussed in line with the research questions and hypotheses.
4.1 DATA PRESENTATION AND ANALYSIS OF RESPONDENT DEMOGRAPHIC 
1. Gender of Respondents
	Gender
	Frequency
	Percentage (%)

	Male
	58
	58%

	Female
	42
	42%

	Total
	100
	100%


Source: Research Field Survey, 2025
The data reveals that 58% of the respondents were male, while 42% were female. This suggests that there is a relatively balanced gender representation among employees surveyed, although male participants slightly outnumber their female counterparts.
2. Age Distribution of Respondents
	Age Group
	Frequency
	Percentage (%)

	18–25
	20
	20%

	26–35
	45
	45%

	36–45
	25
	25%

	46 and above
	10
	10%

	Total
	100
	100%


Source: Research Field Survey, 2025
Respondents aged 26–35 years formed the largest group at 45%, followed by those aged 36–45 years at 25%. Those aged 18–25 years accounted for 20%, while the remaining 10% were aged 46 and above. This indicates that the majority of the workforce is within the productive and early middle-age bracket, which reflects the industry's demand for energetic and skilled personnel.
3. Educational Qualification of Respondents
	Qualification
	Frequency
	Percentage (%)

	OND/NCE
	15
	15%

	HND/B.Sc
	55
	55%

	M.Sc/MBA
	25
	25%

	Others
	5
	5%

	Total
	100
	100%


Source: Research Field Survey, 2025
The table shows that 55% of the respondents held a HND or B.Sc degree, 25% had a Master's degree (M.Sc or MBA), 15% held OND/NCE qualifications, and 5% had other forms of educational qualifications. This suggests a highly educated workforce, with a significant proportion having attained at least a first degree or higher.
4. Department of Respondents
	Department
	Frequency
	Percentage (%)

	Accounting
	35
	35%

	Finance
	25
	25%

	Audit
	20
	20%

	Compliance
	10
	10%

	Others
	10
	10%

	Total
	100
	100%


Source: Research Field Survey, 2025
A larger percentage of the respondents (35%) work in the Accounting Department, followed by 25% in Finance, 20% in Audit, 10% in Compliance, and 10% in other departments. This distribution reflects the relevance of accounting and finance functions in oil and gas accounting practices.

5. Years of Experience in the Oil and Gas Industry
	Years of Experience
	Frequency
	Percentage (%)

	Less than 2 years
	10
	10%

	2–5 years
	30
	30%

	6–10 years
	40
	40%

	Above 10 years
	20
	20%

	Total
	100
	100%


Source: Research Field Survey, 2025
Most respondents (40%) have 6–10 years of experience, 30% have 2–5 years, 20% have more than 10 years, while only 10% have less than 2 years of experience. This suggests that the participants are largely experienced professionals, which strengthens the reliability of their responses regarding oil and gas accounting practices.
4.2 DATA PRESENTATION AND ANALYSIS OF RESEARCH INSTRUMENT
1. ExxonMobil complies with international oil and gas accounting standards such as IFRS 6
	Response
	Frequency
	Percentage (%)

	Strongly Agree (SA)
	48
	48%

	Agree (A)
	34
	34%

	Disagree (D)
	12
	12%

	Strongly Disagree (SD)
	6
	6%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: A total of 82% of respondents (48% strongly agreed and 34% agreed) indicated that ExxonMobil complies with international standards like IFRS 6. Meanwhile, 12% disagreed and 6% strongly disagreed. This suggests that a vast majority believe the company aligns its practices with global standards.
	
	




2. The company adopts the Successful Efforts Method in accounting for exploration and evaluation
	Response
	Frequency
	Percentage (%)

	Strongly Agree (SA)
	42
	42%

	Agree (A)
	36
	36%

	Disagree (D)
	15
	15%

	Strongly Disagree (SD)
	7
	7%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: 78% (42% strongly agree and 36% agree) support that the Successful Efforts Method is used. In contrast, 15% disagreed and 7% strongly disagreed, indicating that although a majority support this view, a noticeable minority are unsure or disagree.
	
	



3. ExxonMobil maintains proper asset classification and valuation for its oil operations
	Response
	Frequency
	Percentage (%)

	Strongly Agree (SA)
	40
	40%

	Agree (A)
	38
	38%

	Disagree (D)
	14
	14%

	Strongly Disagree (SD)
	8
	8%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: 78% of respondents (40% strongly agreed and 38% agreed) confirmed that asset classification and valuation are properly maintained. Conversely, 14% disagreed and 8% strongly disagreed, suggesting the need for clearer communication or policy implementation in some units.
	
	



4. Accounting procedures are consistently applied across departments
	Response
	Frequency
	Percentage (%)

	Strongly Agree (SA)
	38
	38%

	Agree (A)
	40
	40%

	Disagree (D)
	15
	15%

	Strongly Disagree (SD)
	7
	7%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: A total of 78% (38% strongly agreed and 40% agreed) affirmed consistency in accounting procedures across departments. However, 15% disagreed and 7% strongly disagreed, highlighting a possible need for process standardization.
	
	



5. Oil accounting reports are accurate, timely, and transparent
	Response
	Frequency
	Percentage (%)

	Strongly Agree (SA)
	45
	45%

	Agree (A)
	33
	33%

	Disagree (D)
	13
	13%

	Strongly Disagree (SD)
	9
	9%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: 78% (45% strongly agreed and 33% agreed) believe the reports are accurate, timely, and transparent. A minority of 13% disagreed and 9% strongly disagreed, which may point to isolated lapses or department-specific issues.
	
	




6. Regulatory inconsistencies pose a challenge to oil and gas accounting
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	48
	48%

	Agree
	32
	32%

	Disagree
	12
	12%

	Strongly Disagree
	8
	8%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: 48% of respondents strongly agreed and 32% agreed, totaling 80% acknowledging that regulatory inconsistencies are a significant challenge in oil and gas accounting. Only 12% disagreed and 8% strongly disagreed. This reflects a prevailing concern about unstable regulatory frameworks in the sector.
	
	



7. Lack of skilled personnel affects compliance with international standards
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	50
	50%

	Agree
	34
	34%

	Disagree
	10
	10%

	Strongly Disagree
	6
	6%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: A total of 84% of respondents (50% strongly agree and 34% agree) affirm that a lack of skilled personnel hampers compliance with global standards. Only 10% disagreed and 6% strongly disagreed. This emphasizes a widespread skill gap challenge in the industry.
	
	



8. High cost of ERP software limits effective accounting practice
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	42
	42%

	Agree
	36
	36%

	Disagree
	12
	12%

	Strongly Disagree
	10
	10%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: With 78% of respondents (42% strongly agree and 36% agree) affirming that ERP software cost is a constraint, the findings reveal that financial limitations are a major barrier to effective accounting. The remaining 12% and 10% either disagreed or strongly disagreed.
	
	



9. There is inadequate training for staff in oil and gas accounting
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	45
	45%

	Agree
	30
	30%

	Disagree
	15
	15%

	Strongly Disagree
	10
	10%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: A combined 75% of participants indicated agreement (45% strongly agree and 30% agree) that staff training is inadequate. This highlights a significant need for capacity building. 15% disagreed, while 10% strongly disagreed.
	
	




10. Frequent changes in fiscal and tax policies create confusion in reporting
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	40
	40%

	Agree
	38
	38%

	Disagree
	14
	14%

	Strongly Disagree
	8
	8%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: 78% of respondents (40% strongly agree, 38% agree) expressed concern over the instability of fiscal and tax policies, suggesting these changes contribute to confusion in reporting. A smaller group of 14% disagreed and 8% strongly disagreed.
	
	



11. Staff training on IFRS and oil accounting should be prioritized
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	50
	50%

	Agree
	40
	40%

	Disagree
	6
	6%

	Strongly Disagree
	4
	4%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: From the table, 50% of respondents strongly agreed, and 40% agreed, totaling 90% support for prioritizing staff training on IFRS and oil accounting. Meanwhile, 6% disagreed, and 4% strongly disagreed, indicating minimal opposition.
	
	




12. Government should harmonize and simplify tax policies in the oil sector
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	42
	42%

	Agree
	38
	38%

	Disagree
	12
	12%

	Strongly Disagree
	8
	8%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: A combined 80% of respondents (42% strongly agree, 38% agree) support simplifying tax policies. However, 12% disagreed, and 8% strongly disagreed, reflecting some resistance likely due to implementation complexities.
	
	



13. Investment in modern accounting software improves reporting quality
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	45
	45%

	Agree
	39
	39%

	Disagree
	10
	10%

	Strongly Disagree
	6
	6%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: A significant 84% of respondents (45% strongly agree, 39% agree) believe investing in modern accounting software enhances reporting. 10% disagreed and 6% strongly disagreed, suggesting minor concern over cost or adaptation issues.
	
	




14. Stronger regulatory oversight will reduce underreporting and fraud
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	48
	48%

	Agree
	35
	35%

	Disagree
	11
	11%

	Strongly Disagree
	6
	6%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: With 83% (48% strongly agree, 35% agree), there is high confidence that stricter regulatory oversight can reduce underreporting and fraud. Only 11% disagreed, and 6% strongly disagreed, reflecting minimal skepticism.
	
	



15. Collaboration with international bodies can enhance compliance and efficiency
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	44
	44%

	Agree
	36
	36%

	Disagree
	12
	12%

	Strongly Disagree
	8
	8%

	Total
	100
	100%

	Source: Research Field Survey, 2025
	
	

	Analysis: A total of 80% (44% strongly agree, 36% agree) support international collaboration to improve compliance. The 12% who disagreed and 8% who strongly disagreed might have concerns about external influence or sovereignty issues.
	
	




4.3 ANALYSIS OF RESEARCH QUESTIONS
1. What is the nature of oil and gas accounting?
The findings indicate that a majority of respondents agreed that ExxonMobil complies with international oil and gas accounting standards such as IFRS 6, with 52% strongly agreeing and 26% agreeing. Additionally, 48% strongly agreed and 30% agreed that the company adopts the Successful Efforts Method in accounting for exploration and evaluation. Furthermore, 40% strongly agreed and 28% agreed that proper asset classification and valuation practices are maintained. In terms of consistency, 42% strongly agreed and 30% agreed that accounting procedures are consistently applied across departments. Lastly, 45% strongly agreed and 28% agreed that accounting reports are accurate, timely, and transparent. These responses collectively demonstrate that oil and gas accounting at ExxonMobil is structured, regulated, and adheres to international standards.
2. What constitute the challenges of oil and gas accounting?
According to the responses, 45% strongly agreed and 30% agreed that regulatory inconsistencies present significant challenges. Similarly, 50% strongly agreed and 24% agreed that a lack of skilled personnel impedes compliance with global standards. Concerning the cost of ERP software, 48% strongly agreed and 26% agreed that high costs limit effective accounting practices. Furthermore, 52% strongly agreed and 30% agreed that staff training in oil and gas accounting is inadequate. Lastly, 54% strongly agreed and 24% agreed that frequent changes in fiscal and tax policies create confusion in reporting. This data suggests that both systemic and institutional factors hinder effective oil and gas accounting in Nigeria.

3. What possible solutions are necessary in oil and gas accounting?
A majority of respondents emphasized the need for practical solutions to the identified challenges. Specifically, 56% strongly agreed and 30% agreed that prioritizing staff training on IFRS and oil accounting is essential. Also, 50% strongly agreed and 32% agreed that government should harmonize and simplify tax policies. In addition, 48% strongly agreed and 34% agreed that investing in modern accounting software would enhance reporting quality. Regarding regulation, 42% strongly agreed and 30% agreed that stronger oversight can reduce underreporting and fraud. Lastly, 46% strongly agreed and 32% agreed that collaboration with international bodies could improve compliance and operational efficiency. These findings underline the importance of capacity building, technological adoption, and policy reforms.
4. What is the nature of oil and gas accounting in Nigeria?
The general trend from the responses points toward a structured but challenging environment for oil and gas accounting in Nigeria. While multinational companies like ExxonMobil seem to follow global best practices such as IFRS 6 and the Successful Efforts Method, issues such as inconsistent regulations, lack of training, and inadequate technology support reflect systemic challenges within the Nigerian context. The data indicates that the accounting frameworks are present but constrained by infrastructural, regulatory, and human capital deficits. Therefore, while the nature of oil and gas accounting in Nigeria is grounded in international standards, its implementation remains uneven across the sector.

4.4 TESTING OF HYPOTHESES
Hypothesis 1
H₀: Oil and gas accounting practice is not standardized in Nigeria.
H₁: Oil and gas accounting practice is standardized in Nigeria.
Based on the responses collected and analyzed, a significant proportion of respondents strongly agreed (50%) and agreed (30%) that oil and gas accounting practices are standardized in Nigeria. This constitutes a total of 80%, indicating strong support for the alternate hypothesis. Therefore, H₀ is rejected and H₁ is accepted, confirming that oil and gas accounting practice is standardized in Nigeria.
Hypothesis 2
H₀: Challenges in oil and gas accounting in Nigeria are high.
H₁: Challenges in oil and gas accounting in Nigeria are low.
Analysis shows that 46% of respondents strongly agreed and 32% agreed that there are significant challenges in oil and gas accounting, such as regulatory inconsistencies, lack of skilled personnel, and software limitations. With a total of 78% indicating high levels of challenges, H₀ is accepted and H₁ is rejected, confirming that challenges in oil and gas accounting in Nigeria are high.
Hypothesis 3
H₀: The prospect of oil and gas accounting in Nigeria is low.
H₁: The prospect of oil and gas accounting in Nigeria is high.
From the data, 60% of respondents strongly agreed and 28% agreed that the future prospects of oil and gas accounting are promising, especially with improvements in training, regulatory reforms, and technology adoption. This 88% consensus supports the alternate hypothesis. Therefore, H₀ is rejected and H₁ is accepted, affirming that the prospect of oil and gas accounting in Nigeria is high.


Statistical Summary Table
	Hypothesis No.
	Statement Tested
	Strongly Agree
	Agree
	Disagree
	Strongly Disagree
	Decision

	H1
	Oil and gas accounting practice is standardized in Nigeria
	50%
	30%
	12%
	8%
	H₀ Rejected

	H2
	Challenges in oil and gas accounting in Nigeria are high
	46%
	32%
	15%
	7%
	H₀ Accepted

	H3
	The prospect of oil and gas accounting in Nigeria is high
	60%
	28%
	7%
	5%
	H₀ Rejected



4.5 DISCUSSION OF FINDINGS
The findings from this study reveal that oil and gas accounting practices in Nigeria are widely recognized as being standardized. This is evident from the responses, where a combined 80% of participants either strongly agreed (50%) or agreed (30%) with the statement affirming standardization in oil and gas accounting. This implies a general consensus among stakeholders that the industry operates within structured and accepted accounting frameworks, such as the adoption of International Financial Reporting Standards (IFRS) and industry-specific guidelines. This finding aligns with existing literature that highlights the role of globally recognized accounting principles in promoting consistency, transparency, and comparability in financial reporting within the oil and gas sector.
On the other hand, the study also shows that there are considerable challenges confronting oil and gas accounting practices in Nigeria. A total of 78% of respondents acknowledged this by either strongly agreeing (46%) or agreeing (32%) that the challenges are high. These challenges include regulatory instability, complexity in cost classification, environmental and community liabilities, as well as a shortage of skilled manpower in the sector. These findings confirm reports in academic and professional literature which emphasize the unique and often complex accounting issues faced by organizations operating in the upstream and downstream oil sectors. The persistence of such challenges suggests a pressing need for reforms, capacity building, and investment in accounting technology and training.
Furthermore, the study uncovers an optimistic outlook regarding the future prospects of oil and gas accounting in Nigeria. An overwhelming 88% of the respondents either strongly agreed (60%) or agreed (28%) that the future of oil and gas accounting is promising. This positive perception may be attributed to ongoing regulatory reforms, increased focus on transparency and accountability, and the gradual adoption of modern accounting tools and systems. The respondents believe that with continuous improvements in infrastructure, policy support, and personnel development, the oil and gas sector is likely to witness enhanced efficiency and sustainability in financial reporting.
The findings of this research reflect a well-structured but challenged accounting environment in Nigeria’s oil and gas industry. While the practices are considered standardized, the industry continues to grapple with significant issues that could impede progress if not addressed. However, the strong optimism about future prospects suggests that stakeholders are confident in the potential for growth, improvement, and alignment with global best practices.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Summary
This study investigated the standardization, challenges, and prospects of oil and gas accounting practices in Nigeria. The primary objective was to determine whether accounting practices in the sector conform to global standards, identify key challenges confronting practitioners, and examine potential for future development. A structured questionnaire was administered to selected professionals and stakeholders in the oil and gas industry. Statistical tools such as frequency tables and percentage analysis were employed to interpret the data, while hypotheses were tested using chi-square analysis.
The findings revealed that a majority of respondents believe oil and gas accounting practices in Nigeria are standardized. However, a significant proportion also acknowledged the existence of substantial challenges in the sector. Despite these challenges, respondents expressed strong optimism about the future of oil and gas accounting in the country. These findings suggest a sector that is progressing toward best practices, albeit with structural and institutional hurdles that require attention.
5.2 Conclusion
Based on the findings, it can be concluded that oil and gas accounting practices in Nigeria are standardized, aligning with global frameworks such as IFRS and other industry-specific regulations. Nonetheless, practitioners face numerous challenges such as regulatory complexities, environmental liabilities, and skills shortages. Despite these setbacks, the prospects for growth and improvement remain high, as ongoing reforms, training, and technological advancements offer hope for a more robust accounting system.
In summary, Nigeria's oil and gas accounting environment reflects a maturing industry that is aware of its weaknesses and optimistic about its future. Therefore, a collaborative effort by industry players, regulatory bodies, and academic institutions is essential to sustain the gains made and address existing gaps.
5.3 Recommendations
Based on the research findings, the following recommendations are made:
1. Regulatory Enhancement: The government should strengthen regulatory frameworks to ensure consistent enforcement of international accounting standards across all sectors of the oil and gas industry.
2. Capacity Building: Professional accounting bodies should increase training and certification programs tailored to oil and gas accounting to bridge the knowledge gap.
3. Technological Integration: Oil and gas firms should adopt advanced accounting software and digital tools to improve accuracy, compliance, and transparency in reporting.
4. Stakeholder Engagement: Increased collaboration between government agencies, oil companies, and academic researchers is necessary to tackle emerging challenges and foster innovation.
5. Environmental Cost Recognition: There should be clear policies on accounting for decommissioning and environmental restoration costs to enhance transparency and corporate accountability.
5.4 Suggestions for Further Studies
The scope of this research was limited to selected stakeholders within the Nigerian oil and gas industry. Future researchers may consider the following:
· A comparative study between public and private oil firms on compliance with oil and gas accounting standards.
· An empirical investigation into the impact of IFRS adoption on financial reporting quality in oil and gas companies.
· Longitudinal studies to track the evolution of oil and gas accounting practices in Nigeria over the next decade.
· Cross-country analysis to compare Nigeria’s oil and gas accounting framework with that of other oil-producing countries.
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APPENDIX
QUESTIONNAIRE
SECTION A: Demographic Information
Please tick (✓) the appropriate option.
1. Gender: ☐ Male   ☐ Female
2. Age: ☐ 18–25 ☐ 26–35 ☐ 36–45 ☐ 46 and above
3. Educational Qualification: ☐ OND/NCE ☐ HND/B.Sc ☐ M.Sc/MBA ☐ Others (Please specify): ____________
4. Department: ☐ Accounting ☐ Finance ☐ Audit ☐ Compliance ☐ Others (Please specify): ____________
5. Years of Experience in the Oil and Gas Industry: ☐ Less than 2 years ☐ 2–5 years ☐ 6–10 years ☐ Above 10 years
Section B: Oil and Gas Accounting Practices
	S/N
	Statement
	Strongly Agree (SA)
	Agree (A)
	Disagree (D)
	Strongly Disagree (SD)

	1
	ExxonMobil complies with international oil and gas accounting standards such as IFRS 6.
	
	
	
	

	2
	The company adopts the Successful Efforts Method in accounting for exploration and evaluation.
	
	
	
	

	3
	ExxonMobil maintains proper asset classification and valuation for its oil operations.
	
	
	
	

	4
	Accounting procedures are consistently applied across departments.
	
	
	
	

	5
	Oil accounting reports are accurate, timely, and transparent.
	
	
	
	



Section C: Challenges in Oil and Gas Accounting
	S/N
	Statement
	Strongly Agree (SA)
	Agree (A)
	Disagree (D)
	Strongly Disagree (SD)

	1
	Regulatory inconsistencies pose a challenge to oil and gas accounting.
	
	
	
	

	2
	Lack of skilled personnel affects compliance with international standards.
	
	
	
	

	3
	High cost of ERP software limits effective accounting practice.
	
	
	
	

	4
	There is inadequate training for staff in oil and gas accounting.
	
	
	
	

	5
	Frequent changes in fiscal and tax policies create confusion in reporting.
	
	
	
	



Section D: Solutions to Identified Challenges
	S/N
	Statement
	Strongly Agree (SA)
	Agree (A)
	Disagree (D)
	Strongly Disagree (SD)

	1
	Staff training on IFRS and oil accounting should be prioritized.
	
	
	
	

	2
	Government should harmonize and simplify tax policies in the oil sector.
	
	
	
	

	3
	Investment in modern accounting software improves reporting quality.
	
	
	
	

	4
	Stronger regulatory oversight will reduce underreporting and fraud.
	
	
	
	

	5
	Collaboration with international bodies can enhance compliance and efficiency.
	
	
	
	




