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1. Introduction

Return on investment (ROI) is a fundamental metric in global accounting and finance, crucial
for evaluating the profitability and efficiency of investments (Chepkorir, 2019). Businesses
across sectors utilize ROI to assess the effectiveness of projects and resource allocation, while
investors rely on it to gauge the financial viability of their decisions. Although ROI offers
valuable insights into financial gains, it's essential to recognize that some investments also yield
intangible benefits, such as enhanced brand reputation and employee morale (Phillips et al.,
2020). Therefore, a comprehensive evaluation encompassing both quantitative and qualitative
factors is paramount for informed financial decision-making. Africa presents a dynamic yet
complex investment landscape. The continent's burgeoning economies and youthful population
offer revealing potential (Rotberg, 2020). However, investors must navigate challenges such as
political instability in certain regions, currency fluctuations, and infrastructure limitations, all of
which can impede investment returns (Odulaja et al., 2023). Furthermore, the heterogeneity in
data availability and accounting standards across African nations poses a challenge to accurate
performance comparison and ROI assessment (Ardila et al., 2019). Recognizing these
complexities is essential for understanding the nuances of investment in Africa.

Prior research has explored the application and compliance with IFRS 6, the International
Financial Reporting Standard for Exploration for and Evaluation of Mineral Resources. For
instance, Dhanraj and Pragati (2021) assessed IFRS 6 compliance in Indian and global oil and
gas companies, revealing instances of non-compliance. Miguel (2021) analyzed the accounting
treatment of exploration and evaluation activities under IFRS 6, focusing on the standard's
dictates. Similarly, Hani and Ammar (2019) investigated the applicability of IFRS 6 to Iraqi
crude oil production companies, highlighting the need for adoption to enhance financial
reporting. Notably, studies such as Warrens et al. (2023) examined IFRS 6's impact on the
financial performance of Nigerian oil and gas companies, seeking to understand how the
accounting standard affects their financial outcomes. Ifeoluwa and Ayobami (2017) investigated
the relationship between accounting quality and the performance of manufacturing firms in
Nigeria, exploring whether higher accounting quality leads to improved firm performance.
Ofoegbu and Ndubuisi (2018) analyzed how corporate governance influences the quality of
financial reporting among listed firms in Nigeria, addressing concerns about the effectiveness of
governance practices in ensuring reliable financial information. These studies have also
contributed to the discourse on accounting practices in the Nigerian context, albeit with varying
scopes.

While existing studies, including those conducted in Nigeria, have examined IFRS 6
compliance and accounting treatments, a gap remains in the comprehensive analysis of how
specific accounting presentation choices under IFRS 6 directly impact investor returns within the
African oil and gas sector. This study seeks to bridge this gap by investigating the relationship
between IFRS 6 accounting choices (capitalization, depreciation methods, and disclosure) and
investor return measures. By focusing on African oil and gas firms, this research aims to provide
nuanced insights into the financial implications of IFRS 6 implementation in this specific
context.
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The overarching aim of this study is to examine the impact of IFRS 6 accounting
presentation choices on investor returns in African oil and gas firms. To achieve this, the study's
specific goals are to analyze the implementation of IFRS 6 in African firms, assess the different
accounting presentation options available under IFRS 6, and determine the effect of these
accounting choices on investor returns. The subsequent sections of this study will detail the
methodology employed, present the findings, discuss the implications, and offer
recommendations for stakeholders, including policymakers, regulators, investors, and industry
practitioners.

2. Literature Review

2.1 Conceptual Review
This section outlines the theories and the relationship between the variables, acting as a
roadmap for the research design, data collection, and analysis.

2.1.1 Investor Return

Investor returns (IR) measure investment performance, considering price changes and
income (Siegel, 2021). Investors use returns to compare investments, aiming for optimal growth,
while acknowledging higher returns may entail higher risks and are time-dependent (Tyson,
2020). Investor return reflects the opportunity cost of investment, comparing potential gains
against alternative investments (Tyson, 2020). Kang (2020) captures the difference between
initial investment and final value, including income like dividends. This study proxy the
dependent variable with share price, Tobin's Q, return on equity, dividend payout, and earnings
per share. These proxies will be used to comprehensively analyze investor return, rather than
being treated as separate.

2.1.2 IFRS 6 Explorations and Evaluation of Accounting Presentation Choice (EEAPC)

IFRS 6 allows flexibility in accounting for exploration and evaluation (E&E) costs,
offering companies the choice between immediate expensing or capitalization (Nobes & Stadler,
2021). While IFRS 6 focuses on recognition and measurement, it provides limited guidance on
financial statement presentation (Nobes & Stadler, 2021). Companies have discretion in
presenting these costs, following IAS 8 for accounting policy selection. Common presentation
options include separate line items, disclosure notes, and inclusion in other line items. The
optimal choice depends on factors like materiality, company policy, and industry practice.
Regardless of the chosen format, companies must disclose their exploration and evaluation cost
accounting policy (Palepu et al., 2020). This study examines how these accounting method
choices impact investors and captures the two IFRS options implemented by firms as proxies for
the independent variable.

2.2 Theoretical Review

This study is grounded in the Efficient Market Hypothesis (EMH) and Decision
Usefulness Theory, providing the theoretical foundation for its investigation. This study applied
and extended these theories to the specific context of IFRS 6 Exploration and Evaluation
Accounting Presentation Choice (EEAPC) and its impact on investor returns. This study does not
claim original theoretical contributions but rather a nuanced application of these theories to this
specific empirical setting.
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