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ABSTRACT

The study focused on deferred tax implication on the performance of firms in Nigeria: evidence
from listed consumer firms in Nigeria. Deferred tax is an outcome of the matching principle aiming
at recognising the tax consequences of item reported with the financial statement in the same
accounting period as the item itself. A source for the future application is created in the form of a
deferred tax liability. The creation of this source credited on the deferred tax expenditure in the
current period causes the limitation of the distribution of the parts of profit. To achieve the
objective of this study, ex-post facto research design was adopted. The researcher adopted
secondary data through the use of annual report and accounts of the selected firms. The data
collected were analyzed using simple regression analysis. The findings revealed that deferred tax
has positive but insignificant impact on return on asset and return on equity of firms in Nigeria.
The findings also revealed that deferred tax has positive and significant impact on earnings per
share of firms in Nigeria. Based on the findings, the study recommends that Firms in Nigeria
should make tax planning as part of the firm’s strategic financial planning, employ the service of
expertise in tax practices due the complexity and dynamitic of Nigeria tax laws this would help in
enhancing their performance. Also, firms should effectively utilize all-inclusive tax planning
strategies available in order to further influence financial performance positively.
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1. INTRODUCTION

The main aim of financial reporting is to show the financial performance of every firm to its
investors at a glance. For this financial statement to be of standard, it has to fellow a laid down
rule in the preparation of the statement for outside users to make use of it (Charles & Uford, 2023).
According to Ogbodo, Egbunike and Abiahu (2017) financial reporting council act 2011 which
culminated in the establishment of financial reporting council of Nigeria, following the
recommendation of the committee on the roadmap to adoption of IFRS in Nigeria by the federal
executive council, the claim which was to mandate publicly listed and significant public interest
entities to prepare their financial statement based on IFRS. Rosin (2016) said that accounting
standards is aimed at development of a unified set of high-quality standards that companies
throughout the world can employ for both domestic and cross boarder financial reporting. The
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adoption of IFRS in any country will introduce varying levels of changes in the way that entitles
report their transactions.

One of the most pressing responsibilities for corporate tax manager is to find ways of minimizing
a company's overall tax liability. Judging by theories, firm’s tax liability is proportionally related
to its profitability; attaining firm’s wealth maximization objective through diverse means Of
increasing profitability poses more problems on firm’s ability to reduce its tax liability. Udeh and
Ezejiofor (2018) Defined Effective tax planning as strategies that maximize the firm’s expected
discounted after-tax cash flows. Aside from being well knowledgeable in the tax laws, the tax
consultants of any organisation should have extensive knowledge of the company, its history and
how the organisation operates Altman, (2010). It extends to the coordination of parties with diverse
interests and information, involving domestic and foreign operations across multiple segments of
the business including finance and financial reporting, management and technology, Altman,
(2010).

In accounting theory, there is no doubt about the importance of deferred tax when making tax
plans, the purpose of which is to correct the influence of due income tax on the financial
performance of firms (Akinyomi and Tasie 2011). As stated in Lisowsky (2010) the concept and
content of deferred tax have a certain history, development, and experience in Nigeria, but it cannot
be said that in its practical application it is a self-evident and seamless part of current financial
report.

Wong (2006) penned that one specific area of accounting that will be affected is deferred taxes,
which is historically has been a complex and controversial issue, deferred taxes represent future
tax consequences of items and business transaction that have been recognized differently in the
financial statement than in tax report, specifically it reflects the taxes that would be payable or
recovered or settled at their present carrying amount. According to Halon (2005) deferred tax is
an outcome of the matching principle aiming at recognising the tax consequences of item reported
with the financial statement in the same accounting period as the item itself. They by total tax
expenses reflects the tax expenses /tax benefits that are not attributed to pre-tax book income but
that are not reflected in current tax expenses of the period, he went further to say that deferred tax
liabilities arise generally from financially recoded income that has not yet been taxed for example
in the case of accelerated tax depreciation, where taxable income is deferred into the future (as
compared to both income) but tax depreciation rates that exceed book depreciation rates. In all
deferred tax assets arise generally as a result of earlier expensing for financial accounting than
from tax purpose. Regarding the special case of deferred tax accounting, it is common knowledge
that accounting for deferred taxes is relatively effort-and-time consuming and hence, relatively
costly, Udeh & Ezejiofor (2018) went further to say that investors can utilize the financially
reported deferred tax items to reconcile the two system. Infect it enables investor to transit the
financial result with numbers less subject to discretion and therefore produce higher quality of
information.

According to Gatsi and Kportorghi(2013) the liability method of accounting for deferred tax
express the procedure where the deferred tax in relation to the profit or loss recorded in the
statement of financial position will be applied in later accounting period using the income tax rate
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applicable in future period , in a period when the tax liability is applied, while using the
international financial reporting standard rule s pointed by Chudek(2011) the temporary difference
of deferred tax may include both time differences applied in the final financial statement and
difference that have not passed through the statement of comprehensive income. Following this
backdrop practice of applying deferred tax accounting in firms’ tax cannot be over-emphasized,
which called for more studies in this area especially from the part of the world, Nigeria perspective
works done on deferred tax focuses on mostly earning management and cash flow not much work
has been done on manufacturing or consumers firms. This study attempts to fill the gap by
examining the effect of deferred tax implications on the performance of firms in Nigeria from
listed consumer firm.

Thus, this study specific objective includes to:
1. Examine the effect of deferred tax on return on asset of consumer firms.
2. Determine the effect of deferred tax on return on equity of consumer firms.
3. Ascertain the effect of deferred tax on earnings per share on consumer firms.

2. REVIEW OF RELATED LITERATURE

Conceptual Framework.

Deferred tax accounting is an outcome of matching principle aiming at recognizing the tax
consequences of an item reported in the current financial statement in an accounting period as
agent a future measurement and recognition on the same item. Ogbodo et al. (2017) further
mentioned that deferred taxes arise when a revenue of expenses item is reported on the income tax
return in a year that is different from the item appears on the financial statement.

Deferred taxes are a construct of financial reporting. The purpose of deferred tax accounting is to
account for future tax effects that will arise due to different recognition and measurement
principles of accounting standards versus tax law (Handon 2005). Thus, deferred taxes represent
future tax consequences of items and business transactions that have been recognized differently
in the financial statement than in the tax report. Specifically, deferred taxes reflect the taxes that
would be payable or receivable if the entity’s assets and liabilities were recovered / settled at their
present carrying amount. Deferred tax accounting is an outcome of the matching principle, aiming
at recognizing the tax consequences of an item reported within the financial statements in the same
accounting period as the item itself. Thereby, total tax expense reflects the tax expenses / tax
benefits that are attributable to pre-tax book income but that are not reflected in current tax expense
of the period By accounting the deferred tax, i.e. increasing due income tax (without payment
obligation in the period of its calculation) through the expense on deferred income tax, we
recognize the actual expense on the income tax that corresponds with accounting expenditures and
revenues (Graham & Leary 2011).

This more real accounted income tax expense is going to be included in the profit or loss after
taxation and it therefore affects the amount of equity. This indirect impact is reflected throughout
the whole accounting of deferred tax, and equity is thus indirectly corrected depending on annual
changes of temporary differences. In addition to the mentioned direct impact of deferred tax on
equity, there are other cases where deferred tax is accounted directly against equity; this system
appears in the case of entities that have an obligation to re-evaluate their assets and liabilities
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(securities) (Lisowky 2010). That follows from the accounting methodology of their revaluation
consisting in a direct change of equity (balance sheet valuation of other securities on fair value),
which is also the reason for applying of the deferred tax liability directly against items of the equity
(not debited to expenditures).

According to Peterson (2009) a similar procedure is to be applied when there is an obligation to
reevaluate assets and liabilities in the case of transformations. Since liabilities cannot be revaluated
according to Nigerian regulations (with some exceptions), we will not take them into account from
the perspective of deferred tax. The differences between the accounting and the fair value of the
revalue asset are recorded in the acquiring company by a separate item of equity (gains and losses
from revaluation in the course of transformations of business corporations). However, in the case
of transformations, tax neutrality is required by law. The carrying amount of the transferred assets
is usually the tax base for calculating the due income tax payable on the assets acquired in this
way, which the legal successor will continue. The future tax effect can be expected to be higher in
cases where the assets’ value determined by the expert is higher than the carrying amount, i. e.
value of equity (Handon 2005). However, this effect cannot be reflected through due income tax
(the obligation of maintaining tax neutrality), therefore, there is a need to deal with the deferred
tax resulting from the difference between the tax base and the valued asset by the expert, which,
according to Nigerian regulations, may or may not also be based on a fair valuation of individual
components of the assets.

Firm financial Performance.

Financial performance of firms refers to the application of organized method of science in
calculating and arriving at profitability, liquidity and returns to shareholders of the firm (Uford,
2017). Similarly, Olaoye & Banisaya (2018), assert that financial performance has been defined
as the end result of activity and the appropriate measure selected to assess corporate performance
which is considered to depend on the type of organisation to be evaluated and the objective to be
achieved through such evolution Gordo & Joos (2004).

Deferred Tax and Firms Financial Performance

According to Olaoye and Bamisaye (2018) financial performance of firms refers to the application
of organized methods of science in calculating and arriving at profitability, liquidity and returns to
shareholders of firms. The study of financial performance has attracted concern from scholars
around the globe in diverse aspects of business (Jesen, 2010). Financial performance theories and
studies have also attracted the interest of business dealers and practitioners in all organizations
around the world because it has been a typical indicator of a firm’s high performance as it reflects
the firm management effectiveness and efficiency utilization of available resources (Smith et al.,
2011; Akemieyefa et al., 2025). Thus, financial performance has been defined as the end result of
activity, and the appropriate measure selected to assess corporate performance which is considered
to depend on the type of organization to be evaluated and the objectives to be achieved through
such evaluation Gordon &Joos, (2004).

As stated in Wilson (2009) critics of deferred tax liability views argue that, for one thing, a major
part of deferred taxes is not expected to be realized in the near future as a consequence arising
from business operation. Therefore, periodically recurring business activities and single reversing
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temporary differences are offset by newly created temporary differences in the same business year,
in sum deferring circumstances there ought to be reversal of the aggregate temporary differences
and the associated tax cash flow indefinitely, Bleylock et al., (2012). Furthermore, uncertainty
does not only exist concerning the timing of the associated tax cash flow, but also concerning the
reliability of implied tax payments and tax benefits, since realization of these cash flows depends
on the firm’s development and future operations. Particularly, if large parts of temporary
differences reverse due to ceasing recurring operating activities, the firm will most likely face
adverse financial gains, with the consequence that accruing tax liabilities cannot be paid because
of poor financial performance.

Empirical evidence on whether financial statement users take deferred tax information into account
is rather inconclusive. Using similar data, Ogbodo et al, (2017); Barker, Beaver, and Landsman
(1998) provide evidence consistent with the liability view and the market discounting deferred tax
components according to their expected time and likelihood of reversal that deferred tax liability
consequently affects the firm financial performance. Rosin (2016) in their study report that
deferred tax adjustments as a consequence of a change in the corporate tax rate were reflected in
share prices at the same rate as recurring earnings, despite their different implications for future
cash flows. Consequently, by their studies it shows that investors did not expect the income effects
due to tax rate change-induced by deferred tax adjustments, this suggests either that investors are
not familiar with deferred tax accounting rules, the concept of deferred taxes or that they ignore
deferred taxes altogether (Poterba et al., 2007).

IFRS and US GAAP follow the liability view by classifying deferred tax liabilities (deferred tax
assets) as liabilities (assets).30 According to IAS 12.5, deferred tax liabilities (deferred tax assets)
account for the amounts of income taxes payable (recoverable) in future periods that arise from
temporary book-tax differences, i.e., differences between the book value of an asset or a liability
and its tax base that will result in taxable (tax deductible) amounts when the book value of the
liability (asset) is settled (recovered).31 Deferred tax liabilities arise, for example, from accelerated
tax depreciation or from financially recorded income that has not yet been taxed. Deferred tax
assets are recognized for the probably realizable tax benefits of tax loss carry forwards and arise,
for example, from provisions for warranty costs or bad debts, which are already expensed for book
purposes, but which are not tax deductible until the provision is utilized.

Critics of the liability view argue that, for one thing, the major part of deferred taxes is not expected
to be realized in the near future as a consequence of arising from operating, and therefore
periodically recurring, activities, so that single reversing temporary differences are offset by newly
created temporary differences in the same fiscal year, in sum deferring the reversal of the aggregate
temporary differences and the associated tax cash flow indefinitely. For another thing, uncertainty
does not only exist concerning the timing of the associated tax cash flow, but also concerning the
reliability of implied tax payments and tax benefits, since realization of these cash flows depends
on the firm’s development and future operations. Particularly, if large parts of temporary
differences reverse due to ceasing recurring operating activities, the firm will most likely be in
severe financial difficulties, with the consequence that accruing tax benefits (tax liabilities) cannot
be used (paid) because of lacking taxable income (cash inflow), such that deferred tax cash flow
will not be realized even in case of reversing temporary differences Wong, (2006). For these
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reasons, proponents of the equity view argue that deferred taxes account principally for distant and
— in several dimensions — uncertain cash flows, being of no or only little relevance for the amount
of tax payments in the next years, the associated cash flows having a present value that is close to
zero. Therefore, deferred taxes are effectively part of equity according to this view.

Theoretical Framework

Benefit Theory

According to this theory, the state should levy taxes on individuals according to the benefit
conferred on them. The more benefits a person derives from the activities of the state, the more he
should pay to the government. This principle has been subjected to severe criticism on the
following grounds:

Firstly, if the state maintains a certain connection between the benefits conferred and the benefits
derived. It will be against the basic principle of the tax. A tax, as we know, is compulsory
contribution made to the public authorities to meet the expenses of the government and the
provisions of general benefit. There is no direct quid pro quo in the case of a tax. Secondly, most
of the expenditure incurred by the slate is for the general benefit of its citizens, it is not possible to
estimate the benefit enjoyed by a particular individual every year.

Thirdly, if we apply this principle in practice, then the poor will have to pay the heaviest taxes,
because they benefit more from the services of the state. If we get more from the poor by way of
taxes, it is against the principle of justice?

Review of Empirical Studies

Nwaogu, Tapang, Abiahu& lormbagah(2019) Examined the effect of deferred tax accounting on
financial performance of listed agricultural firms in Nigeria. The study employed expost facto
research design using data from 4 quoted agriculture firms. The data span across 7 years from
2011-2017, were analysed using simple linear regression. The study revealed that deferred tax
accounting has a positive and significant effect on both cash flow and earnings per share of the
listed agricultural firms in Nigeria. Based on the result from the study it recommends that: Firms
in Nigeria should make tax planning as part of the firms strategic fincial planning by employing
effective accounting for deferred tax due to complexity of accounting standard for deferred tax.

Olaoya and Bamisaya (2018) studied the effect of deferred tax and financial performance of firms
in Nigeria by analysing the effect of both deferred tax asset and deferred tax liability on firm
performance measured in terms of profit after tax, earnings per share, return on assert and return
on equity. They used panel-based estimation techniques for analysing data from 10 listed firms on
the Nigeria stick exchange market. The found out that deferred tax asset and deferred tax liability
exert negative impact on performance of firms sampled in the study.

Kyriazopoulus, Makriyiannis & Logotheti(2019) Examined the impact of deferred taxation on
Banking Profitability and capital Adequacy. Evidence from Greek Banking system. The study
made use of 4 Greek national Banks from the period of 2014-2018. And the study finds out that
deferred taxation is of particular importance to Greek Banks and affect their operating framework
and their potential for participation in the development of Greek Economy.
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Udeh & Ezejiofor(2018) did a work on the effect of accounting information on deferred taxation
in Nigeria, deposit money banks. Ex post facto research design was adopted, and data were
collected from annual report and accounts of Nigeria Deposit money Banks. Pooled multiple
regression analysis was employed to test the formulated hypotheses. The study revealed that
earnings per share (EPS) and cash flow (CF) impact negatively on deferred tax.

Harford et al. (2010) carried out a study on deferred tax positions and incentives for corporate
behaviour around corporate tax changes from one tax regime to another. They compiled
disaggregated deferred tax position data for a sample of large U.S. firms between 1993 and 2004
to explore how these positions might affect firm behaviour before and after a pre-announced
change in the statutory corporate tax rate. Their results suggest that the heterogeneous deferred tax
positions of large U.S. corporations create substantial variation in the short-run effects of tax rate
changes on reported earnings. They recommended that there should be Recognition of these
divergent incentives is important for understanding the political economy of corporate tax reform.

Shivdasani and Stefanescu (2010) carried out a study aimed at filling the gap in the literature
related to the disclosure of relevant deferred tax value in accounting under a merger in relation to
the valuation of the participating companies. They used both the description, synthesis, and
comparison methods of analyses. They found out in their model there exist a possible method of
deferred tax accounting solutions and their influence on the value of assets with a different
approach to this solution. Also, they found out that non-disclosure of deferred tax in the opening
balance sheet could have a negative impact on the economic decision-making of the acquiring
company.

Ovtchinnikov (2010) analyzed the conceptual problems in current accounting for deferred taxes
and provide solutions derived from the literature in order to make IFRS deferred tax numbers value
relevant. In their view, the empirical results concerning the value relevance of deferred taxes
should find their way into the accounting standard-setting process. We conclude that deferred taxes
should only be recognized for temporary differences that will result in actual future tax payments
and/or tax receipts. Temporary differences for which the tax cash flow has already occurred have
valuation implications for the underlying asset or liability and should therefore be accounted for
based on the valuation adjustment approach. Furthermore, we conclude that partial allocation
should replace comprehensive allocation in order to better align deferred taxes with expected
future cash flows and thus increase their relevance and understand ability. Finally, we conclude
that deferred tax balances should be measured on a discounted basis to address time value.

Halon and Heitzman (2010) Proposed to harness the information in net deferred tax
assets/liabilities (NDTA/L) reported on the balance sheet and available in Compustat. The
NDTAVJL directly measures future expected changes in tax payments that will likely affect the
firm’s future marginal tax rate. This study considers how the NDTA/L, as a composite measure of
temporary non-debt tax benefits/obligations, influences debt policy when firms make financing
decisions. A NDTAV/L is present in 37% of the observations in a sample of U.S. public corporations
from 1994-2008. Consistent with the substitution hypothesis, the results indicate that firms with
NDTA are significantly less likely to issue debt at a refinancing point and have lower leverage
ratios following a refinancing. Similarly, firms with NDTL are more likely to issue debt and tend
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to have higher leverage after a refinancing. The NDTA/L helps alleviate the problem of identifying
individual non-debt tax shields because it bundles the probable net tax effects of temporary book-
tax differences.

3. METHODOLOGY

Research Design

This study adopts ex-post facto research design. Ex-post facto research design entails the
ascertaining of the influence of previous elements on the current happening or event. The
population of any study is the total number of elements under investigation. For the purpose of this
study, the population comprises of the 5 listed consumer goods firms on the Nigerian stock
exchange during the period 2012 to 2021.

The purposive sampling technique is used in choosing the sample for the study. The sample
selected is deemed to fulfil the predetermined criteria for selection. This study has made use of
this technique to choose five listed consumer goods companies that are quoted on the Nigerian
stock exchange. These firms include Nigeria breweries, Cadbury Plc, Guinness Plc, Nestle Plc and
Unilever Plc.

The research work adopts the secondary source of data in obtaining all the data needed for the
study. Extracted data from the audited financial statements of the sampled companies will be
meticulously examined and relevant data extracted from the period 2012-2021 for analysis.

The simple regression technique using ordinary least square regression (OLS) method is adopted
in investigating the relationship between the dependent and independent variables.

This study formulates the following model to be used by the researcher in the investigation.
ROAi= a + 1 DTAXit+ Uit

ROEi= a + 1 DTAXit+ Uit

EPSi= a + p1 DTAXit+ Uit

Where|:

a = Constant

ROA =return on asset (profit after tax divided by net asset)

ROE = return on equity (profit after tax divided by shareholders fund)

EPS = Reported Earnings per share of the firm at a time

DTAX = Deferred Tax Liability

it= Cross-sectional (;) time (1)

U = Error term used in the model.

1= Beta coefficient of the independent variable.

Decision Rule: Accept the null hypothesis if the calculated value is greater than the significant
level of 0.05.

RESULTS AND DISCUSSIONS

The study focused on deferred tax implication on the performance of firms in Nigeria: evidence
from listed consumer firms in Nigeria. Deferred tax liability was used as an independent variable
while return on asset (ROA), return on equity (ROE) and earnings per share (EPS) were used as
proxies for the dependent variable (performance).
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Table 1: Impact of deferred tax on return on asset
Dependent Variable: ROA

Method: Least Squares

Date: 09/01/22 Time: 16:38

Sample: 1 50

Included observations: 50

Variable Coefficient Std. Error t-Statistic  Prob.

C -0.076020 0.093107 -0.816475 0.4183
LOGDEFTAX 0.024491 0.013946 1.756102  0.0855

R-squared 0.060369 Mean dependent var  0.086600
Adjusted R-squared  0.040794 S.D. dependentvar  0.069886
S.E. of regression 0.068446 Akaike info criterion -2.486360
Sum squared resid 0.224874 Schwarz criterion -2.409879
Log likelihood 64.15899 Hannan-Quinn criter. -2.457235
F-statistic 3.083893 Durbin-Watson stat  0.686632
Prob(F-statistic) 0.085450

The table 1 above shows the regression results on the impact of deferred tax on return on asset of
consumer goods firms in Nigeria.

The result of the objective one showed that deferred tax has R? of 0.060 on return on asset (ROA),
which simply implies that 6.0 total variations in ROA is explained by deferred tax. It has a
coefficient of 0.024491 which implies that 1 percent increase in deferred tax would lead to
0.024491 increase in the ROA of consumer goods firms in Nigeria. Since the probability of F-
statistics (0.085) is greater than 0.05, it implies that deferred tax has positive but insignificant
impact on return on asset of listed consumer goods firms in Nigeria. The finding is in contrary to
the findings of Olaoya and Bamisaya (2018) that studied the effect of deferred tax and financial
performance of firms in Nigeria by analysing the effect of both deferred tax asset and deferred tax
liability on firm performance measured in terms of profit after tax, earnings per share, return on
assert and return on equity. They found out that deferred tax asset and deferred tax liability exert
negative impact on performance of firms sampled in the study.

Table 2: Impact of deferred tax on return on equity
Dependent Variable: ROE

Method: Least Squares

Date: 09/01/22 Time: 16:40

Sample: 150

Included observations: 50

Variable Coefficient Std. Error t-Statistic  Prob.

C -0.522454  0.479404 -1.089799 0.2812
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LOGDEFTAX 0.123410 0.071807 1.718632 0.0921

R-squared 0.057968 Mean dependent var  0.297000
Adjusted R-squared  0.038343 S.D. dependentvar  0.359383
S.E. of regression 0.352426 Akaike info criterion 0.791225
Sum squared resid 5.961789 Schwarz criterion 0.867706
Log likelihood -17.78062 Hannan-Quinn criter. 0.820349
F-statistic 2.953694 Durbin-Watson stat  0.609370
Prob(F-statistic) 0.092126

The table 2 above shows the regression results on the impact of deferred tax on return on equity
of consumer goods firms in Nigeria.

The result of the objective one showed that deferred tax has R? of 0.058 on return on equity (ROE),
which simply implies that 5.8 total variation in ROE is explained by deferred tax. It has a
coefficient of 0.123410 which implies that 1 percent increase in deferred tax would lead to
0.123410 increase in the ROE of consumer goods firms in Nigeria. Since the probability of F-
statistics (0.092) is greater than 0.05, it implies that deferred tax has positive but insignificant
impact on return on equity of listed consumer goods firms in Nigeria. The finding is in contrary to
the findings of Olaoya and Bamisaya (2018) that studied the effect of deferred tax and financial
performance of firms in Nigeria by analysing the effect of both deferred tax asset and deferred tax
liability on firm performance measured in terms of profit after tax, earnings per share, return on
assert and return on equity. They found out that deferred tax asset and deferred tax liability exert
negative impact on performance of firms sampled in the study.

Table 3: Impact of deferred tax on earnings per share
Dependent Variable: EPS

Method: Least Squares

Date: 09/01/22 Time: 16:40

Sample: 1 50

Included observations: 50

Variable Coefficient Std. Error t-Statistic  Prob.

C -3.390503 2.085562 -1.625702 0.1106
LOGDEFTAX 0.776664 0.312385 2.486237 0.0164

R-squared 0.114087 Mean dependent var  1.766600
Adjusted R-squared  0.095630 S.D. dependentvar  1.612190
S.E. of regression 1.533167 Akaike info criterion 3.731726
Sum squared resid 112.8288 Schwarz criterion 3.808206
Log likelihood -91.29314 Hannan-Quinn criter. 3.760850
F-statistic 6.181373 Durbin-Watson stat  0.559663
Prob(F-statistic) 0.016443
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The table 3 above shows the impact of deferred tax on earnings per share of consumer goods firms
in Nigeria.

The result showed that R? has the value of 0.114 which simply implies that 11.4percent variation
in EPS is explained or caused by deferred tax. The coefficient of 0.776664 which implies that 1
percent changes in deferred tax would lead to 0.776664change in the EPS of consumer goods firms
in Nigeria. Since the probability of F-statistics (0.016) is less than 0.05, it implies that deferred tax
has positive and significant impact on earnings per share of listed consumer goods firms in Nigeria.
The finding is consistent to the findings of Nwaogu, Tapang, Abiahu & lormbagah (2019) that
examined the effect of deferred tax accounting on financial performance of listed agricultural firms
in Nigeria. Their findings revealed that deferred tax accounting has a positive and significant effect
on both cash flow and earnings per share of the listed agricultural firms in Nigeria.

CONCLUDING REMARKS
Summary of Findings
The following are the summary of the major findings.
i. Deferred tax has a positive impact on return on asset of firms but has no statistically
significant impact on the return on asset of listed consumer goods firms in Nigeria.
ii. Deferred tax has a positive impact on return on equity of firms but has no statistically
significant impact on the return on equity of listed consumer goods firms in Nigeria.
iii.  Deferred tax has both positive and significant impact on earnings per share of listed
consumer goods firms in Nigeria.

Conclusions

This study was carried out with the broad objective of examining the implication of deferred tax
on the performance of firms in Nigeria. In accounting theory, there is no doubt about the
importance of deferred tax when making tax plans, the purpose of which is to correct the influence
of due income tax on the financial performance of firms. Deferred tax is an outcome of the
matching principle aiming at recognising the tax consequences of item reported with the financial
statement in the same accounting period as the item itself. A source for the future application is
created in the form of a deferred tax liability. The creation of this source credited on the deferred
tax expenditure in the current period will cause the limitation of the distribution of the parts of
profit that were not subject to due income tax to funds created from the profit, or among
shareholders. However, the study concludes that deferred tax has positive but insignificant impact
on return on asset and return on equity of firms in Nigeria but has both positive and significant
impact on earnings per share of firms in Nigeria.

Recommendations
In consonance with this study’s findings, it is recommended that:

1. Firms in Nigeria should make tax planning as part of the firm’s strategic financial planning,
employ the service of expertise in tax practices due the complexity and dynamitic of
Nigeria tax laws this would help in enhancing their performance.

2. Firms should effectively utilize all-inclusive tax planning strategies available in order to
further influence financial performance positively.
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