AN ASSESSMENT OF FINANCIAL STATEMENT AND ITS USEFULNESS IN ASSESSING THE PERFORMANCE OF AN ORGANIZATION

Abstract 

This project work is carried out to examine the contribution of micro finance banks to the development of Small and medium scale enterprises in Nigeria. The Brass micro finance bank is used as a case study. Data were collected through a well structured questionnaire and the information elicited from the respondents were analyzed through tabular presentation of data, frequency distribution and percentages. The findings revealed that Microfinance banks have contributed immensely to the development of small scale business in Nigeria and most especially Small Business Ventures. However, it was discovered that the small scale businesses are beset with myriads of problems which can be solved through an improvement in the service of Micro finance banks by the government.
CHAPTER ONE

INTRUDUCTION

1.1
Background Of Study

A farmer who planted corps expects results, just as a student who waits for an exam does. The same may be said for an investor. The farmer may be informed of the outcome in the form of a bountiful crop. A pupil would normally be satisfied with a result sheet or a report card. In the case of an investor, however, the outcome is disclosed through financial reports.

Every limited liability business is required by law to prepare financial reports; these limited liability corporations may be found in almost every area of the economy. Accounting records must be kept by every organization. Accounting records must be sufficient to demonstrate and explain the company's transactions and must be kept in such a way that the company's financial situation may be disclosed with reasonable accuracy at any time.

Financial reports in the banking business are of tremendous interest to the general public since banks deal with individuals directly or indirectly.

This public interest has led to companies (including banks) accepting social as well as economic, financial, and legal responsibilities, and as a result, there is a growing need for information communication to account for the outcomes that are of significant interest to a diverse range of individuals and organizations.

As a result, it is critical that credible information be disseminated to interested parties in order for them to have an understanding of how corporations, notably banks, are operating in respect to the public interest. This reality is reinforced by the proposal of the working team established in Britain by the Accounting Standards Committee in October 1974, chaired by Derek Boothman, to investigate the scope and objectives of publisher financial statements.

The committee suggested that:

"The primary goals of a corporate report are to disclose economic measurements of the reporting organization that are valuable to those who have a legitimate right to such information."

It is hardly an exaggeration to say that the banking industry is the flume around which the national economy revolves. This massive influence on a country's economy makes it a public matter since everyone in the country has a right to know what such organizations are doing, and all information necessary to properly explain the organization's actions should be published in yearly reports.

One of the most important components of a commercial enterprise's information system in an economy is that which deals with the communication of financial data, particularly in explaining firm profitability and financial condition. This information is significant because it aims to segment the enterprise's economic resources and the financial results generated by its management when those resources are put to use. It tries to indicate how efficient management has been in utilizing resources, as well as the financial reward offered to compensate for the risk incurred by diverse capital suppliers.
1.2
Statement of the Problem
The authenticity or otherwise of financial reports has elicited a variety of viewpoints from many sources, including the general public, tax authorities, stockholders, creditors with long or short-term interests, financial analysts, and potential investors. They argue that financial reports do not usually provide accurate data about the activities of such business concerns. For example, most investors do not favor stating assets at their historical cost because inflation is not usually taken into account, even though the real value of such assets may have been eroded.

Again, since management prepares financial reports, shareholders and others claim that there will typically be certain aspects of prejudice on management's behalf in the presentation of management's financial inadequacies.

However, management says that some inherent issues would normally undermine the veracity of such reports. As a result, this researcher intends to investigate into the subject in order to develop a link between financial reporting and performance evaluation in a bank.
1.3
Objectives of the Study
The purpose of the study is:

To determine the various financial reports used by banks.

To ascertain the problems of using financial reports to assess performance of banks.

To determine if there’s a relationship between financial reporting and performance evaluation of a bank.

Research Questions

The study has the following research questions as its focus:

Has Financial statements of banks influenced your investment decisions?

To what extent has financial report help in assessing bank performance?

Does financial report indicate banks performance?
1.5
Research Hypotheses

Based on the statement of problem and objections of this research work the following general hypothesis are formulated:

Ho: Investment decision, base entirely on the financial statement will not lead to poor and lazy decisions.

H1: Investment decision based entirely on the financial statements will lead to poor and lazy decisions.

H0: Financial report are not a true in director of banks performance.

H1: financial reports are a true in director of banks performance.

1.6
Significance of the Study
The banking industry is a very important sector of the economy. This is because banks can determine the direction of growth or development of the economy through the financial service rendered by banks. The financial services which includes, funds mobilization, safekeeping and custodianship, funds transfer, foreign exchange transaction equipment leasing, extension of loans and advances, investment in securities, bill discounting etc.

Investment key sector of the national economy of which the banking industry is one becomes a goal-getters priority. Owing to this, it becomes necessary that financial reports presented by banks satisfy the need of the users of the reports.

Specially, at the end of this study, we would have been able to establish:

Whether or not the financial reports affects investment in the banking industry.

Whether or not the annual financial report currently reflect the inflationary effects.

Whether or not banks follow rigid accounting practices.

The emphasis of this research is not to discuss the determinants of performance, but to establish a relationship between financial reporting and performance so that potential investors is in banking industry may clearly define the stand.

Scope and Limitation of the Study

The aim of the study is to examine, the use of financial reporting in assessing banks performance, however it will be restricted to investigations carried out on First bank of Nigerian Plc.

To enable the research have a broad view, the study will not be based on one branch. A study of some selected branches of the bank will also be carried out.

But in any case, the following among others are the numerous constraint, while are envisaged;

LITERATURE:      The dearth of related books and journals will no doubt affect the quality of the research.

TIME:     The greatest employer of man, which is time was not in my favour though I manage it considering the time allocated to my studies, and the project.

FINANCE: The research work generally involves money but considering my stand as a student. I was limited by financial in achieving my gim of have a population rather I found myself in using sample size, even visit to my case of study.

RESPONSE RATE: The information to be analyzed in the study will be limited to those who would respond voluntarily to the questionnaire.

PAUCITY OF INDUSTRY:  At the course of my research I come to realize that many banks does not have any form of inter-relationships which make things difficult for me in using one set of information generated as touching planning and control in UBN to generalize issues.  That leads me into more research, which will continue even after this profit.

1.8
Definition of Terms

AUDITING:   The objective examination of financial statements initially prepared by management by a third party other than the prepared or used with the goal of establishing the fairness of representations made therein and reporting on same a guides to interested users. 

ATTEST:
To assume responsibility for the fairness and dependability for the fairness and dependability of financial statements. 

BANKRUPT: Inability of person to meet his liabilities as they mature.

FRAUD: Misrepresentation by a person to be untrue or made with reckless indifference as whether the fact in true with the intention of deceiving the other party and with the result that the other party is injured.

FINANCIAL STATEMENTS:
  This covers balance sheets, income statement or profit and loss accounts notes and other statement and explanatory materials.

GOING CONCERN:
Continuing in operation for the foresable future with the assumption that the enterprise has neither the intention nor the 

LIQUIDATION:
Process of winding up of a company thereby brings to an end its corporate existence.

TRUE AND FAIR VIEW:
The opinion of an auditor, which depicts compliance, will generally accepted accounting principles and full of fair disclose of facts.

CHAPTER TWO

REVIEW OF RELATED LITERATURE
2.1 The Need For Financial Reports

The need to render financial report is to acquaint the shareholders with which to assess sufficient financial information with which to asses and decide upon the companies’ courses of action. Such information will enable the risk takers become much better informed to make decision and take actions concerning their interests in the enterprises.

The need for financial report to shareholders and other interested parties is also to provide them with regular information intended to increase their knowledge companies business and financial affairs. There is obvious need for reliable information, which shareholders and other users of financial reports can acquire an essential knowledge of the way in which business enterprises are behaving in relation to public interest. By perceiving enterprise behavior through communication information, interested parties, can use this knowledge to amend or adapt their behavior vis-à-vis the enterprise concerned.

The Composition of The Financial Reports

According To Lee (1989) In company financial reporting, financial report are essentially historical documents describing the financial results of past company’s activities owing to inevitable delays in gathering the necessary accounting data, the information contained in a financial report are often much out of data when compared with the present situation of the company concerned.

Various reports, statement and notes constitute the totality of company’s financial reports, and each must be clearly understood in order that acquaintance of their impacts on performance can be ensured. Such statements and reports are:

THE CHAIRMANS REPORT

The chairman’s report is usually included in the financial report of most companies. This is rather as convention not as a rule, as it is not legally required to be presents. Its contents are mainly non-quantitative and formally included a review of the year’s operation and financial results, comments on important projects, information about new development, and the progress of the company within the economic, social and political environments that prevailed during the financial year.

According to  Slater (1994), he said the following on the importance of the chairman’s report: “We always read the chairman’s report over several years in Considerable dept. it is often a good way on fudging the caliber of management as the hopes expressed in earlier years guide often do not come to fractions and can get a good idea from the chairman’s statement as to how the individual sectors of the business are performing of have performed over a period. The chairman’s remarks on the company’s future profit and prospects are studied very closely as these are sometimes the only guide to the accent and future.

The contents of the chairman’s report are not subject to verification or attestation by the company’s independent auditors.  The quantity and quantity of the information contained in the report therefore depends on the chairman’s expertise and acumens.

2.3.2

THE DIRECTORS REPORT

Unlike the chairman’s report, the director is a regally required statement that gives information to their information users on such matters as principle activities of the company. 
Principle activities of the company and any significant charge.
A fair review of the financial year and its position at the end of Year.
Names of person who where director at any time during the year.
Significant charges in the fixed assets of the company during the year.
The difference, as principally as practicable between the market value and the book value of land and building, where such difference is substantial.
Directives interest in shares and or debentures of the company or any other company within the group, both at the beginning of the financial (or) data of appointment as director, if later and at the end of the financial year.
Particular of likely future development in the business of the company.
An indication of the activities (if any0 of the company in the field of research and development.
Amount recommended to be paid by way of dividend.
Amount to be carried to reserve.
Charitable and political donations
THE AUDITORS REPORT

All companies are required to have their account audited by independence persons holding accountancy qualifications acceptable to the federal ministry of trade and industries. The auditors are appointed by the company in a general meeting and may be reappointed at each annual general meeting as long as both they and the company agree and as long as they (auditors) remain qualified.
The auditors duty in relation to an audit report was clearly aspect out in an English case Re-London and General Bank (1895) According to the ruling in that case, the auditor is expected to refer expressly in his report to the following:

    Whether the accounts (financial statements) have been audited in accordance with the approved auditing standards.

     Whether in the auditor’s opinion the financial statements give a true and fair view of the state of affairs, profit and loss account and statement of source and application of funds (where applicable).

     Any other matter prescribed by relevant legal and other requirements.

     Similary, the companies and Allied matters decree
 1990 states in sections 359 (1) that the auditors of the company shall make a report to its member on the accounts examined by them, and on every balance sheet and profit and loss account and on all group financial statements, copies of which are to be laid before the company in a general meeting during the auditors tenure of office. The auditors report shall state other matters set out in the sixth schedule to CAND 1990 which are summarized below:

Whether they have obtained all the best of their knowledge and belief where necessary for the purpose of the audit:

Whether in the opinion, proper books of account have been kept by the company, and proper returns adequate for the purpose of their audit have been received from branched not visited by them:

Whether the company’s balance sheet and profit and loss account dealt with by the report are in agreement will the books and returns:

Whether is their opinion and to the best of their information and according to the explanations gives them, they said statements give a true and fair view:

In the case of a holding company submitting group financial statements, whether, in their opinion, the group financial statements have been properly prepared in accordance with the provision of theirs decree so to give a true and fair view of the state of affairs and profit or loss of the company and its subsidiaries and associate dealt with.  

THE FINANCIAL STATEMENT

A firm communicate financial information to the user through financial statements contains summarized information of the firms financial affairs, organized systematically. They are means to present the financial situation of the firm to users. Preparation of the financial statement is the responsibility of top management. As these statements are used by investors and financial in order to make investment decision, they should be carefully prepared and they should also contain as much information as possible.

OKECHUKWU (1998) Points out the basic objectives of financial statement as following:

    Go provide reliable financial information about the economic resources and obligations of a business enterprise.

     To assist in decision-making.

      To provide reliable information about changes in net(resources minus obligations ( of an enterprise that result from the profit directed action ties.

       To provide financial information that assist in estimating the earnings potential of the enterprise.

      To provide other needed information about changes in economic resource and obligations.

     To disclose to the extent possible other information related to the financial statement that is relevant to users.

The financial statement are legally required to be presented by the director to the shareholder is the statement of accounting standard of Nigeria (SAS) states that financial statement should include the flowing:

Statement of accounting policies

Balance sheet

Profit and loss or income statement

Notes on the accounts

Statement of sources and application of fund.

Value added statement

Five years financial summary.

However, for the purpose of this research, attention would be paid to the most familiar statements.   They are:

      The balance sheet statement.

       Profit and loss statement 

       The statement of source and application of funds.

THE BALANCE SHEET:   This is one of the most significant financial statements. It indicates the financial condition or the state of affairs of a business at a particular moment in time more specially, this contains information about resources and obligations of a business entity and about its monies interest in the business at a particular point in true. It communicates information about assets, liabilities and owners’ equity for a business firm as at a specific data.  In a nutshell, it provides a snapshot of the financial position of the firm at the close of the firms accounting period. Certain items under statutory requirement must be shown either on the requirement must be shown either on the face value of the balance sheet or by additional notes attached to it.

THE PROFIT AND LOSS ACCOUNT

This is the scoreboard of the firm’s performance during a particular time. It reflects the earning capacity and potential of the firm. The general accepted convention is to show one years event in the profit and loss account. Fuel, the profit and loss reflects the results of operations for a period of time, it is a slow statement. Certain regulations in the second schedule of the companies and allied matters Decree 1990 and statement accounting standard (SAS) required the following information to be disclosed.

Turnover\sales and other operating reverses

Other earnings; distinguishing between interest income, income from investment and other sources.

Interest charges

Taxes on income

Usual charges

Unusual charges

Depreciation

Auditor remuneration

Director emoluments

Net income

THE FUND STATEMENT
In analyzing the performance of a business, it is a useful exerciser to compare its financial structure at two different duties and to relate the structural changes to the profit and loss in the interest period. The results of such person are set out in classified format on a statement of sources and application of funds.

VARIOUS USERS OF FINANCIAL REPORTS AND THEIR        INFORMATIONA NEEDS

SHAREHOLDERS
Shareholders or owners provide the risks capital for business operations and consequently they own the resources remaining after payment of all debts, all profit remain after payment of taxes and interests, accrue to them. They take no part in the management of the company; rather they delegate responsibilities through the board of directors who may hire the services of professional manager. In law, the directors have a fiduciary relationship with shareholders on the stewardship of the fund entrusted to them. The accounting to shareholders is done through the published financial report of the company. These, information about the risk involved in the business, risks involve in alternative investment, and the reward for their sacrifice of funds, are required. Some of the appropriate tolls required to ascertain the above information are:

1.
Dividend yield =       Dividend per share

Market value per share

2.
Earning yield=
   Earning per share

Market value per share.

LONG-TERM CREDITORS

Business often borrow for a long period of time (usually greater than one year ( and they must pay interest on such loan and repay the principal amount when it falls due. Common firms of long-term loans include debentures, mortgages, notes and straight loans; in money cases the loans are secured on assets. 

Long-term creditors requires information above long-term worthiness of the business i.e. its stability. The most suitable tool to measure and satisfy the needs of the group is long-term slovenly and stability ratios. They contain:

1.   Debt\Equity Ratio = Total external liabilities shareholders Equity. This ratio indicates whether the business is solvent and the extent of coder for the external liabilities. It is therefore a test of financial stability per naira of shareholders fund.

2.    Geering Ratio = Fixed interest invest pre. Sh. Cap. Ordinary share Capital this indicates the degree of innumerability of earnings available for ordinary shareholder per naira.

SHORT-TERM CREDITORS

Short-term creditors include those creditors whose claims are due for payment without one year. Short-term creditors are concerned with the ability of the business to repay the loan in the near future and the interests thereof, the ‘they want information about short-term solvency and liquidity of the business.

The techniques used to measure and satisfy these information users are short-term liquidity and solvency ratios: they include:

1.
Current Ratio  =
current Assets





Current liabilities.

2.
Quick Ratio  =
Current liabilities

Current liabilities

TAX AUTHORITIES AND GOVERNMENT

Taxation is a major source of government revenues the firms and rate to be applied are usually embedded in the annual budget. Accounting information forms the basis of any taxation assessment for personal income tax, company payroll, sales tax etc. The information needs of tax authorities particularly the information about consistence, assessment and method of depreciation of fixed assets and that of inventory valuation are asset and that of inventory valuation are always specified by the government.

EMPLOYEES AND TRADE UNIONS

Many a time, employees work for one business concern for a great part of their lives and as such have a long interest on the prosperity of such business. It has been demonstrated Barton (1999), that the success of any business depends substantially on the liability of its employees. Employees and labour income are concerned with the operating results of a business and its financial position because it indicates the scope for possible wage and fringe benefit increase, security of employment, retirement benefits and scope of promotion.

The requested techniques for measuring the operating results of a company are the profitability and efficacy ratios. They include:

   a.
Net  profit margin        =  Profit after tax




        




Sales

Sales to total assets ratio     =           Sales

 Total Assets

Net profit to Capital employed ratio

= Net Profit before tax
   Capital employed

 2.4.6           MANAGEMENT


The information needs of management are for more pervasive than those of their users, and this is particular true for the large companies with diversified activities like the banks. The functions of management may be described as planning, organizing, directing, controlling, evaluating, reporting etc. owning to these tasks, therefore, accounting information most be provided to facilitate these information’s. It is an axiom that the primary concern of management is to ensure a formidable growth of their company.
ANALYSIS\ADVISERS

Investments analysts, merchant banks and other professional advisers make use of financial reports to advise make use of financial reports to advise business management, and or other interested parties. Financial reports are therefore pre-requisite documents before any assessment of business can be carried out. It is also a major source of information a business to outside.

FINACIAL REPORTING BY BANKS

The banks and other financial institutions decree 1991(BOFID( is the latest law governing the operation of the banking industry in Nigeria. This degree however transferred the controlling of banks to central Bank of Nigeria (CBN). As such banks are now bound by the circulars and guidelines issued by CBN. The most important directive from the CBN to bank is that issued on circular no BSD|OD|23|Vol.1|11 of 7th November 1990, otherwise known as the prudential guidelines. Banks are Companies and as such are governed by the disclosed requirements of the companies and allied matters decree, 1990 (AMD) in addition to the provision of the banks and other financial institutions decree, 1991(BOFID(. Being that as it many, the subsequent subhead shall address some important areas of the law government banks.

THE PRUDENTIAL GUIDELINES

The Prudential Guidelines dwells on provision for bad and doubtful debts charge is the revenue account, the circular classified bank assets, especially loans and advances into:
Performing accounts and Non-performing accounts
OTHER CENTRAL BANK OF NIGERIA (CBN) POLICY GUIDELINE

The CBN has directed all banks to allocate 10 percent of their pre-tax profit for financing small and medium scale industries Banks are required under the policy to issue long-terms loans, undertake equity participating, project monitoring and advisory services. Pending the effective take of the schemed, the CBN has directed all banks tom deposit 1 percent of their provisions year pre-tax profit will the CBN. Also the CBN has given approval for banks of buy bank their shares.

MINIMUM PAID UP CAPITAL:       

In pursuance of its rate the controller of banking activities in Nigeria, the CBN in July 6,2004 increased the minimum paid capital requirement for new bank from two million naira(N2,00,000.000.00} and for existing banks from five hundred million naira {N500,000.000.000.00} to twenty-five million naira both new and existing banks.

According to the CBN governor Soludo (2004) it is a most for every banks operating in Nigeria to meet up to the requirement before 31st Dec, 2005.

CHAPTER THREE

RESEARCH DESING AND METHODOLOGY

This chapter is mainly to explain the research design and method empty to ascertain the required information that led to accepting the hypothesis stipulated in chapter one; otherwise its rejection; this however make the rejection or acceptance of such hypothesis more objective. It will also discuss the various steps adopted in the research work.
RESEARCH DESIGN

According to Ndaji (1998), important of research design is used as a guide in collecting and analyzing the data for a study. This research is essentially on exploratory study to inquire into the use of financial reports in assessment of bank performance.

The data collecting and analyzing in made of proof that allow the research to draw inference casual relations among the variable under investigation. The research outlines the methods used in collect and analysis of data. And how the use of these of method lead to appropriate solution of the research question and text of hypothesis formulated.

SOURCES OF DATA

For the purpose of this research, two main classes of data were collected and used, namely; 

Primary sources

Secondary sources.

PRMARY SOURCES

The primary sources were mainly questionnaires and interviews. Interviews are necessary to limit the level of bias that may occure in the answers supplied in responses to questions asked in the questionnaire.

This is meant to achieve a more balance d research result and inference.

QUESTIONNAIRE

The questions asked in the questionnaire are well structured and relevant to the study. To avoid delay, owing to the time I have, the distribution of the questionnaire was not posted. It was done by hand delivery in person, to the individuals. It is intended to ensure improved analysis through result from information given by the respondents.  Finally, to avoid distortion of facts, the questionnaires were retrieved personally too.
INTERVIEW

Data were also collected from the personal interviews, which were held with two senior officers of First bank of Nigeria plc, (UBN). This two officers has professional qualifications in accountancy.    The interviews were done separately.

SECONDARY SOURCES

Information gotten from the secondary sources come mainly from libraries. I made use of various libraries and available textbooks in my shelf. 

POPULATION OF THE STUDY

Based on the information generated from the record of First bank of Nigeria, the population size of branches of First bank of Nigeria is 322.

DETERMINATION OF SAMPLE SIZE

To determine sample size, given a population of 322 and within an error estimate of 10% formular:


N   =N



    1=N (e)2
Where      n     = Sample size

N     = Total number/population size

E     = Error Estimate

I      = Constant

Therefore, the substitute for the values will thus be:



N   =   322



      1+ 322 (0.12)

=

322


1+322x0.01


322


1x3.22



322

=
77.3033



4.22

Therefore sample size   =  76

METHOD OF DATA PRESENTATION

In presenting the data collected, the researchers constructed some tables and present the frequently on the responses of the question in the questionnaires. The use of percentage were also employed to analyses the data collected into numerical which simplified the problem of comparison of variables. Non-numerical data obtained from the study were also presented, and conclusions were made form all these.
METHODOS OF DATA ANALYSIS

The researcher adopted two statistical tolls in the analysis of data collected. These tolls are chi-square test and T-distribution test.

THE CHI-SQUARE TEST

This is applied especially were the value are not continuous but are expressed in a two categories of “Yes or No” provided it is relatively easy to apply. The test consists of comparing each category of observed data or frequency (o) against the expected frequency (E) derived from an external formular.

Chi-Square (X2)  =   ((0-E)2



      E

Where:
X2
=
Chi-square


O
=
Observed frequency


E
=
Expected frequency

DECISION RULE: This is to decide whether the observed frequency computable to warrant the conclusion that the null hypothesis (Ho) is accepted or not.

If under this hypothesis, the computed value of chi-square (X2) is greater than the critical value of X2 at the selected level of significance, one would therefore conclude that the observe frequencies and would reject ho at that level of significance. Otherwise, we would accept it or at not reject it.

In summary therefore,

Reject Ho if the calculated X2 is greater than the critical X2.
Accept Ho, if the calculated X2 is lesser than the X2 critical.

THE T. TEST DISTIBUTION

T. Test will also be used. The value is computed 

As:    T
=
X - N






    S0




     N

Where:


T
=
The Calculated T – test value


N
=
The Sample


X
=
The population mean


SD
=
Standard Deviation


SD
=
Standard Error


 N


DECISION RULE

Reject Ho if computed value of T is greater than critical value2 Accept ho if computed value of T is les than the critical value2
CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

INTRODUCTION

This chapter presents the data collected by the researcher while carrying out this study through sets of questionnaire administered to sampled respondents. 
Also included is the computation and analysis of the presented data are tables and other common statistical tools used in presenting and analyzing the data generated. Brief explanatory discussion were also attached to table for charity purposes.
It must however be not noted that the data presented and subsequently analysed and discussed in this chapter are only those which bear directly to the problems and objectives of this study and which particularly relevant to the testing of the hypothesis formulated.

DATA ANALYSIS TECHNIQUES

The researcher adopted a systematic approach to analyses the data after collecting them. The researcher examined the questions collecting in the questionnaires hat were distributed among the officials of First Bank of Nigeria Plc Enugu head Office to evaluate the frequency of the response and what they reveal concerning the use of financial reporting in assessing  bank performance.

QUESTION 1

Has Financial statements of banks influenced your investment decisions?

TABLE    4.1

	RESPONSE 
	NUMBER
	PERCENTAGE

	Yes
	17
	85

	No
	3
	15

	Neutral
	0
	0

	Total
	20
	100%


Source: Field Survey, 2021

QUESTION 2

To what extent has financial report help in assessing bank performance?

TABLE 4.2

	RESPONSES 
	NUMBER
	PERCENTAGE

	A GREAT EXTENT
	40
	80%

	AN EXTENT
	10
	20%

	NO EFFECT
	   -
	

	TOTAL 
	50
	100%


Source: Field Survey, 2021

From the table it is seen that financial report does assess bank performance.

QUESTION 3

Does financial report indicate banks performance?

TABLE 4.3

	RESPONSES 
	NUMBER
	PERCENTAGE

	YES
	12
	60%

	NO
	2
	10%

	NEUTRAL
	6
	30%

	TOTAL
	20
	100%


Source: Field Survey, 2021
From the table, it show that 12 or 60% of the responses received confirmed that the financial report is a true indicate of banks performance, while 2 or 10% of the responses advanced negative reply.

TEST OF HYPOTHESES USING CHI-SQUARE METHOD.

Chi-square (X2)

Formula for test technique

X2
=
∑(0-E)2



     E

Where  X2
= Chi-square

Where
0
=
Observed frequency




E
=
Expected frequency

ASSUMPTIONS

Level of Significance 55 is 0.05.

DECISION RULE

Accept ho if the calculated value of X2 is less than the critical value otherwise reject Ho.

Degree of Freedom

DF
=
(R-I)    (C-I)

Where
R
=
Rows C
=
Columns

STATEMENT OF HYPOTHESIS 1

H0: Investment decision, base entirely on the financial statement will not lead to poor and lazy decisions.

H1: Investment decision based entirely on the financial statements will lead to poor and lazy decisions.

TEST SATISTIC

(X2)
=
Chi-square

Formula
=
X2
=∑ (0-E2)






E

Where X2
=
chi-square



O
=
Observed frequency



E
=
Expected frequency

ASSUMPTION

Level of significance 
=5%     ie.5.

Decision Rule:

Accept ho 19 the calculated value of X2 is less than the critical value otherwise reject Ho.

Degree of Freedom

DF
=
(R-1)
(C-1)


(3-1)
(2-1) = 2

Chi-square Table

TABLE     4.2

	RESPONSE
	0
	E
	0E
	(0-E)2
	(0-e2

   E

	YES
	17
	10
	7
	49
	4.9

	NO
	3
	10
	7
	49
	4.9

	NEUTRAL
	-
	-
	-
	-
	-

	TOTAL
	20
	20
	
	
	9.8


Calculated value 
=
9.8

Calculated value
=
5.991

Compare he X2 Critical and X2 computed

Compare the Z2 Critical and X2 computed

Z2
Calculated value
=
9.8

Z2
Critical value
=
5.991

DECISION

Since calculated value is great than critical value accept Hi which state that investment decision, base entirely on the financial statements will lead to poor and lazy decisions.

TABLE
4.5

STATEMENT OF HYPOTHESIS II  USING T. TEST 

DISTRIBUTION:

H0: Financial reports are not true indicators of banks’ performance.

H1: Financial reports are a true indicator of banks’ performance.

Applying the t – distribution test


T
=
X – U




  SO

   N


Where:

T
=
Distribution test value calculated

N
=
The sample

X
=
the sample size

U
=
sample menu

SD
=
Standard deciation.

DETERMINE THE MEAN FOR THE SAMPLE (U)

U
=EX
=
20
=
6.67




    N

  3

DETERMINE STANDARD DIVIATION SD



U
=
∑ (X-X)2






    N-1

COMPUTATION OF STANDARD DEVIATION

	X
	X
	X-X
	(X-X)2

	12
	6.67
	5.33
	28.41

	2
	6.67
	-4.67
	21.81

	6
	6.67
	-0.67
	0.45

	TOTAL
	
	
	50.67


SD
=     50.67



3-1


     25.34

=    5.03

Determine standard error (SE)


SE
=
SD     
= 
5.03




 N
     

  3

5.03

1.73
SE     =    2.91

Determine t

T      =     X-U

     SD


      N

     =     20-6.67
       2.91


=     4.58

Determine critical value t at 0.01

Level of significance

DF     =     20-1     =   19

Computed    t - distribution    =    4.58

Critical value     =    2.861

Decision Rule: Accept Ho if computed value of T is less than the critical value, otherwise reject Ho.

DECISION:

Hence the calculated value of T is greater than that of critical value, then we reject Ho and accept Hi while means than financial report are true indicator of banks performance.
CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 

This sector deals with the findings and personal opinions of the researcher based on data collected from the bank and interview held with some officials of the bank.

It has to the stated here that the respondents to the questionnaire were qualified people with the necessary accounting background and experience; therefore data collected can be relied upon for the formation of opinions.

SUMMARY

The analyses of the research question were aimed at revealing the impact of financial statements on investment in banks and this performance appraisal in such banks.  It was fund that financial statement of banks influenced most investment decisions. Categorically a mammoth percentage relied on the five-year summary of banks in their performance evaluation.

Furthermore, there as a consensus opinion that financial statements were prepared to satisfy the needs above facts that the major items of financial statement, i.e. profit and loss account, the five-year summary have positive influence on investments and are veritable tools in performance appraisal. Finally, it was found that financial reports meet the requirements of potential investors. This shows that potential investors would definitely have no problem in satisfying its need to make further investments in the bank. Such information as contained in the bank’s annual reports to satisfy these potential investors to decide on their investments and performance evaluation of the bank include: Information on earning per share (ESP).

Information on divided per share (DPS)

Information on source and application 

RECOMMENDATIONS

In the light of the need to make financial statement credible and completely reliable, the research makes the following recommendations. The adaption of the current cost accounting as a basic for the valuation of assets and other monetary items such as debtors, creditors, overdraft, taxation etc is recommended for banks. Under this convention, the beating of price charges during the accounting periods is removed, and this would enable the financial statements depict a more creditable information for the various users of the statement where historical cost convention is used.

It is the resolve of the research to recommended that profits should only recognized when made, to make for objectivity as this has had a negative influence on investors and performance evaluation analysts.

Finally, the use of the five-year summary may not be able to stand the test of time. It is therefore recommended that a ten-year summary be used. This is to reduce the effect of inflation to the barest minimum.

CONCLUSION

The research was carried out to ascertain the use of the financial statement on evaluating performance in the bank, with particular reference to First Bank of Nigeria Plc.

The analysis of financial disclosed that although investors and performance evaluation analysis relied on financial statement in the decision and appraisal. The reliability of financial reports especially during inflation as in currently prevalent is not assured as a result of the historical cost convention as a basis for asset valuation; consequently, the use of these reports now in decision-making may lead to inadequate decisions.

SUGGESTIONS FOR FURTHER RESEARCH

       It is the view of the researcher that further research can be undertaken in the same area of study in the future. However, he suggests that this should be carried out in another area perhaps in a manufacturing industry or insurance industry with a larger sample size. If this is carried out it would probably expose greater findings.
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QUESTIONNIARE
INTRODUCTION: 


Tick whichever is chosen.

1.
In what position are you?

(a) Clerk (b) Supervisor (c) Above Supervisor (d) Management.

2.
Do you have any knowledge of Accounting?


     Yes

No

3.
How long have you been in this bank?


a.
0-5frs    (b) 6-10yrs    and above.

4.
Do you have interest in other sectors of the economy?


    Yes


No


5.
If yes state where           ----------------------------

6.
Are you a shareholder of the bank?


       Yes

    No

7.
If “No” would you want to invest in a bank?



Yes
                No


8.
Has financial statements of banks influence your investment decision?




Yes                                No


9.
If yes, do you rely on the five-year summary of banks in your investment decisions?



   Yes

                   No

10.
Are the financial statements prepared with the aim of satisfying potential investors?

11.
High dividend means that a bank is prosperous?


      Yes           
   No

12.
Recognizing profit that are yet to be realized in the income statements means that financial statements are deceptive?


Yes

          No

13.
Are your financial report prepared to reflect inflationary effect or realities of the economy?



Yes
                          No

14.
Has a qualified reports ever been issued by external auditors of your bank?



Yes                           No

15.
If yes, do you think it has marred investment in your bank?



Yes

    No

16.
Do you think financial statements are the same is all companies?



Yes
                    No
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