_TVNINO[MVTALISNIAINA HVNXIH-TV 4

'‘LON S [OA 4 s

&
¢
=

Lo ¢yl (RS Raalon
AL-HIKMAH UNIVERSITY

AW OURNAL,




sl WS E LR,
AL-HIKMAH UNIVERSITY

LAW JOURNAL

| Vol. 5 Noz, 2024




AL-HIKMAH UNIVERSITY LAW JOURNAL. VOL. 5 NO. 1. 2024

© 2024

ISSN: 2476-8510

‘Published by:
Faculty of Law

Al-Hikmah University, Ilorin

Printed@Artlord Print/Publishing Production



AL-HIKMAH UNIVERSITY LAW JOURNAL. VOL. 5 NO. 1.2024
Faculty of Law Journal Editorial Team

Editor-In-Chief Dr. (Mrs) Maryam Bayero-Jimoh
Consulting Editor Prof. Hakeem ljaiya
Editors Prof. A. Zubair

Prof. R. J. [jaodola,SAN

Prof. A. T. Shehu

Prof. S. A. Bello

Sales aﬁd Mﬁrketing Mrs. K. O. Mohammed-Lawal

i



AL-HIKMAH UNIVERSITY LAW JOURNAL. VOL. 5 NO. 1. 2024
Faculty of Law Journal Committee
Chairman Prof. Hakeem Ijaiya
Members Dr(Mrs) Maryam Bayero-Jimoh

Mr. 1. O. Solahudeen

Secretary Mrs. K. O. Muhammad-Lawal

iii



AL-HIKMAH UNIVERSITY LAW JOURNAL. VOL. 5 NO. 1. 2024

Contents

Enhancing Corporate Governance Through the Financial Reporting Council
of Nigeria: A Comprehensive Analysis of FRCN'S Role and Impact Under
the FRCN (Amendment) Act 2023

Adelowo Stephen Asonibare, G.L. Umoru and J.N. Nwazi

The Implications of Data Protection Laws for Cloud Computing Services in
Nigeria
Ijaiya, Tesleemat Yewande

17

Challenges and Prospects in the Teaching of Islamic Law in Nigeria
Universities
Dr. Adewara Tajudeen Zubair

33

Musings on the Abortion Right Talk
Professor Bright Bazuaye and Ivie Osadolor

34

Between Censorship and Anarchy: A Middle Ground for Online Free Speech
in Nigeria
Dr. Akinwale Olatunji Akinlabi

68

Notion of Justice in African Indigenous Justice System
Prof. Bello Shittu Ademola and Dr. Bello Ayodeji Aliu

87

Attainment of Access to Justice and Sustainable Development rhrough
Alternative Dispute Resolution (ADR) Mechanisms

Dr. Baba Isa Sanda Benisheikh, Dr. Yahaya Alhaji Dunoma and
Modu Grema

112 -

Examining Liability in Negligence for Building Defects: A Comparative
Legal Analysis of Nigeria and South Africa

Dr. Barakat Adebisi Raji, Israel Adekunle Adeniyi, Imam Abdur-Rasheed
Ahmed and Rugqayyal Olajide Abdulaziz

133

The Limitation of the Right of Access to Courts by Section 64(1) of the
Arbitration and Mediation Act
Dr. Taiwo, Victoria Yemisi

153

Strike Action with Imposition of “No Work, No Pay” Principle on Medical
Doctors in Nigeria: Choosing Between Life and Death
Caroline Abimbola Fabode-Balogun and Adeyemi Debola Modupe

169

The Utility of Perpetual Trust in the Management of Unclaimed Assets in
Nigeria
Sani Ibrahim Koki and Haruna Saleh Zakariyya

186

Mental Element of the Offence of Murder in N:ger:a England and Australia
A Comparative Study
Mr. Adeyemi Jamiu Akolade

209

iv




AL-HIKMAH UNIVERSITY LAW JOURNAL. VOL. § NO. 1. 2024

International Law Rules that must Govern Nigerian Preventive Military
Action against Boko Haram Terrorist Activities
Olumide Kolawole Obayemi

222

Unknown Gunmen, Bandits and Gangs as Armed Groups and the Legal need
for Humanitarian Actions
Hagler Okorie

248

Liability of the Agent of the Foreign principal through the Lens of the
Supreme Courts Appraisal of Asafa v. Alraine, and B.B. Apugo v. OHMB
Oyeleke S. Oyeniran, Adetutu Oluwaseyi Fapohunda and

Temiloluwa Omidiji

269

The Legal Regime for the Prevention and Punishment of Crime of Rape A
Study of Yobe State

Professor Akande Idiat Funmilola, Hassan Usman Zario and

Saliu Ojo Jimoh

284

Examination of Various Challenges Confronting Rural Communities in
Coping with Adverse Effects of Climate Change
Prof. Fagbemi Sunday Akinlolu

315

Artificial Intelligence for the Teaching of Law Programmes
Professor Ijaiya, H.O., Ijaiya, H.Y., Adeniyi, 1.A. and Ijatya, .Y

343

The Judgment or the Enforcement
Prof. Mosunmola Imasogie

362

Terrorism, Counter Tefrorfsm and Disabilities the Essential Relationship
Dr. W.K Shittu SAN and A.R Ahmed Ph.D

379

Women's Right to Reproductive Autonomy An Examination of Abortion

Regulatory Laws in Nigeria
Jaleelah Fehintola Idris Esq,

399

An Assessment of the Theory and Practice of the Nigerian Constitution
Professor Abiodun Amuda-Kannike SAN, FCARB, Shuaib Oniye, Esq
and Abdulfatai Abdulkareem, Esq

413

Basic Fundamental Rights of Inmates in Nigeria A Focus on Literacy
Needs of Inmates at Oke-Kura Correctional Centre llorin
Olokooba S.M and Zakarriyau Balikis

436

Fostering Constitutional Freedom of Religion and Association Reconciling
Section 839 of the Companies and Allied Matters Act, 2020 with Section 38

& 40 of the 1999 Constitution as Amended
Aderonke Oluwabukola Bammle, Ololade Tope Olawuyi and Temitope
Sharon Adelani

451

Nigerian Water Resources Act and its Effect on Domestic Water Supply and
more Particularly Domestic Water
Oluwabunmi L Niyi-Gafar and Oluwatosin B Igbayiloye

468

An Examination of Criminal Procedure: Navigating the Nuances of
Summary Trials, Trial Stages, and the Inalienable R:ghrs of the Accused

492

Ekwueme Akunna Ihuoma e

¥




AL-HIKMAH UNIVERSITY LAW JOURNAL. VOL. 5 NO. 1. 2024

Enhancing Corporate Governance Through the Financial Reporting
Council of Nigeria: A Comprehensive Analysis of FRCN'S Role and
Impact Under the FRCN (Amendment) Act 2023

By:
Adelowo Stephen Asonibare’

G.L. Umoru

J.N. Nwazi
Abstract '
This paper presents an in-depth examination of the Financial Reporting Council of
Nigeria's (FRCN) role in advancing corporate governance, with a particular focus on the
implications of the recent revisions introduced by the FRCN(Amendment)Act 2023. The
analysis delves into the progression of the FRCN's functions, emphasizing its regulatory,
supervisory, and enforcement duties. The study investigates how these legislative updates
are designed to forlify corporate governance structures, enhance transparency, and
promote adherence among Nigerian companies. Through a review of recent legislative
efforts, the paper assesses the possible FRCN's success in tackling governance issues,
thereby elevating financial reporting standards, and building investor trust. The resulls
indicate that the amendments to the FRCN Act represent a pivotal advancement in the
modernization of corporate governance in Nigeria, providing valuable perspectives on its
potential effects on the corporate sector.

Keywords: Corporate Governance, FRCN (Amendment) -Act 2023, Regulatory
Framework, Financial Reporting, Compliance, Corporate Regulation,
Governance Enhancements, Investor Confidence.

1.0 Introduction

More attention is currently being paid to corporate governance practice both in the

developed and developing countries due to growing acknowledgment of the fact that a
company’s corporate governance practice has effect not only on its economic
performance but also ability to access long-term, low-cost investment capital. The failures
in recent times in large companies have garnered notice of investors, boards, companies,

regulators and indeed governments to the danger presented to the integrity of

* L.LB, BL., LLM, Department of Business and Private Law, Faculty of Law, Kwara State University,

stephen.asonibare@jiuokada.edu.ng

** Professor of Law, Igbinedion University, Okada, Edo State, Nigeria, umoglgoddy@gmail.com,
*** Professor of Law, Igbinedion University, Okada, Edo State, Nigeria, barrmazi@yahoo.com
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financial market.'

Historically, deep concern for corporate governance emerged from the challenges of
managing the divergent interests of owners of businesses (shareholders or principals) and
that of manager of business (agents). Put succinctly, it is the displacement of owners of
business from control and the vesting of the business on the Board of Directors who are
required to ensure day to day administration of the company. Also, as the number of
shareholders in a comp;my increases, it is obviously impossible for all to be involved in
the management and control of the company’s affairs and so a separation commonly

develops between those who collectively own the company and those who manage it.”

It has been argued that good corporate. governance should provide proper incentives for
the board and management to pursue objectives that are in the interests of the company
and its shareholders and should facilitate effective monitoring. Establishing a robust.
corporate governance framework, both at the individual company level and across the
broader economic landscape, fosters the essential confidence required for the optimal
operation of a market ecohomy. This, in turn, reduces capital costs and incentivizes firms

to utilize resources more effectively, thereby supporting economic growth.3

Corporate governance is a complex and multifaceted concept,' which can be examined
from at least two distinct perspectives. The narrow perspective focuses on the internal
mechanisms and structures through which a corporate entity or enterprise receives its
fundamental orientation and direction. This view emphasizes shareholder protection,
manageme'nt oversigh_t,‘ and principal-agent issues central to economic theory.

Conversely, the broader perspective positions corprate governance as integral to the

Ajogwu, Fabian, Corporate Governance in Nigeria: Law & Practice (Lagos: Center for Commercial
Law Development, 2007), 1.

Chris Wigwe, Introduction to Company Law & Practice (Accra-Ghana: Mountcrest University Press,
2016) 226.

3 See the Preamble to the OECD Principles of Corporate Governance, 2004, 11.

Nkiru-Nzegwu Danjuma, ‘The Role of the Company Secretary in Corporate Management’ The
Gravitas Review of Business and Property Law. 2GRB PLC, 2009 No. 5) 237.

2
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functioning of both market economies and democratic societies. This viewpoint draws on
examples from the privatization movements that have influenced developing countries
since the 1980s and the transition economies of post-communist states in the 1990s. Key
issues in this broader view include institutional development, legal frameworks, capacity
bulldmg, and the rule of law, all of which- are central to understandmg corporate

,'_ T mipy

governance.’ : C | " Sk

The main legal framework for regulation of companies generally in Nigeria is the CAMA
2020,° while more specific legislations include Investment and Securities Act 2007, the
FRCN (Amendment) Act 2023, among others.” There is also a uniform code® issued by
the Financial Reporting Council of Nigeria (FRCN) in 2018,” which aim is to resolve the
challenges of applying the preceding multiple Codes'® by providing a set of corporate
governance standards applicable to both private and public companies (whether listed or
not). While applying the Code, each sector is penﬁitted to make guidelines in line with

and peculiar to its mode of operation.

For effective regulation, compliance and enforcement of corporate governance principles,
the aforementioned laws and code, among others established the following institutions;

namely, the Corporate Affairs Commission (CAC) which is responsible for the

T Ademola Oyejide and Adedoyin Soyinbo, Corporate Governance in Nigeria A paper presented at the
conference on  Corporate  Governance, Accra, Ghana, 29- 30 Jan, 2001,237,
<http://www.nigerianlawguru.com/articles>. accessed 22 December 2023.

Hereinafter referred to CAMA 2020. It repealed CAMA 2004, Cap C20, Laws of Federation of Nigeria
(LFN), 2004.

Prior to this amendment, the Financial Reporting Council of Nigeria Act 2011 (No 6) was the
legislation in force, but the Act witnessed a change when about twenty-four (24) of its section were
recently amended, thus paving way for the current FRCN (Amendment) Act 2023.

®  Hereinafter referred to as NCCG 2018,

Pursuant to sections 50 and 52 of the FRCN (Amendment) Act 2023. Hereinafter referred to as the
Council.

There were various sectorial Codes applicable to only the affected regulated industries prior to the
introduction of the Nigerian Code of Corporate Governance 2018, such as the SEC Code (2003) for
public compames the CBN Code (2014) for banks and discount houses, PENCOM Code (2008) for
licensed pension fund operators, the NAICOM Code (2009) for the insurance industry.

3
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supervision, formation and winding up of Companies in Nigeria.!' The Securities and
Exchange Commission (SEC) charged‘with the responsibility of regulating the capital
market, securities investment and mergers and acquisitions. Also, more recently is the |
establishment of the Financial Reporting Council of Nigeria of Nigeria (FRCN) charged
with responsibility for, among other things, developing and publishing accounting and
financial reporting standards to be observed in the preparations of financial statement for

public sector entities in Nigeria and associated issues.

The article aims to provide a”co%ﬁﬁrehensive analysis of the Council’s role and impact in
enhancipg corporate governance, centering on the implications of the FRCN Act
(Amendment) 2023. The objectives are to examiné the development of the FRCN’s
mandate, assess the effects of the 2023 amendments, assess the efficiency of FRCN's
regulatory and oversight mechanisms and examine their impact on financial reporting and
transparency. Additionally, the article aims to identify challenges and opportunities
arising from these reforms and provide recommendations for further enhancing

governance standards in Nigeria.

2.0 Historical Development/Establishment and Evolution of FRCN

The imperative of accounting profession in the protection of investors’ interests makes it
a matter of public concern. The very need for public trust and the sustainability of such
trust became apparent with the steps taken during and after scandal which recently

bewildered the profession.'?

The spate of financial scandals coupled with the global financial crisis wherein the
accountant and accounting practice were indicted triggered the response of the global
accounting community by substantially raising the levels of ethical and reporting conduct.

Thus, leading to national corporate governance initiatives and legislations designed to

"' S.1(1)& 8 (1) (a), CAMA 2020.

'2 W.E. Herbert, et al, Financial Reporting Council of Nigeria and the Future of Accounting Profession in
Nigeria’ [2016], Vol 5(3); 146-157 International Journal of Finance and Accounting, p.148 <
http://www.article.sapub.org >accessed 20 November, 2023. -

4
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evolve efficient professional accounting practice. The Nigerian response to the above

saga informed the contextual genesis of the establishment of the Council.”

Consequently, the establishment of the Council marked the era of voluntary self-
regulation of professional accountancy bodies, alongside the introduction of structured,
compulsory oversight by the Council. This level of authority granted to the Council
represents a novel development in the history of regulating professional bodies in

Nigeria. "

3.0 Legal and Regulatory Frameworks of the Council

The first enactment which established the Council was Section 1(1) of the FRCN Act
2011." It repealed the Nigerian Accounting Standard Board Act 2003,' entrusted the
Council with the duty of, among other responsibilities, formulating and disseminating
accounting and financial reporting standards to be adhered to in the preparation of

financial statements for public entities in Nigeria, as well as addressing related issues.'”

More recently, the FRCN Act 2011 was repealed, thus, paving way for the FRCN
(Amendment) Act, 2023" which aims among others things to streamline Governing
Board’s membership and enhance the Council's capacity to effectively oversee financial

reporting and corporate governance practices in Nigeria.

4.0 Objectives of the Council

The Act clearly defines the objectives of the Council, which are to protect the interests of
investors and stakeholders, provide direction in matters of financial disclosure and
corporate oversight to specified bodies, promote good corporate governance practices

across Nigeria’s public and private sectors, maintain the precision and dependability of

" ibid, 146.

" ibid, 153.

> ActNo.6

' No.22

Preamble to the FRCN Act, 2011.
' Act No, 42
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financial statements and corporate reporting in accordance with existing laws and
regulations, and harmonize the activities of relevant professional and regulatory bodies

concerning corporate oversight and financial accountability. 12

In achieving its objectives enlisted in section 11, the Act establishes and focuses more on
the Council’s functions, that being the purpose for which it was established. It also
makes further. provis’.iohs for the Council’s powers, functions, among others. This
substantiated the claim that the FRCN Act is intended to advance high standards of

corporate governance.

The Cou‘ncil, ﬁmctioning as a corporate enfity, much like other ke}; regulatory
organizations such as the CAC 20 and SEC ?' with perpetﬁal succession and a common
seal and as well as clothed with every rights and privileges associated with corporate
personality.”? The Act also provides for a Board saddled with the overall control of the
counml The appomtment of the Chairman is to be done by the President upon
recommendatlon of the Minister, while the remaining _members are to be suggested to the
Minister by their various jjrofcssional or statutory bodieé, for onward appointment by the

President.?’

Other members of the Board consist of one representative each of the Association of
National Accountants of Nigeria (ANAN), Institute of Chartered Accountants of Nigeria
(ICAN) ofﬁce of the Auditor General of the Federation; Chartered Institute of
Stockbrokcrs (CIS), Chartered Institute of Taxation of ngena (CITN); Ministry charged

1?" FRCN (Amendment) Act, 2023, s. 11 (a-€). -

2 The Corporate Affairs Commission (CAC) was established under Section 1 of the Companies and
Allied Matters Act 2020 (CAMA 2020) as an apex of the regulatory bodies for companies in Nigeria as
a body corporate with full legal capacity just like other incorporated companies.

The Securities and Exchange Commission was established under section 1 of the Investment and
Securities Act, 2007 (ISA 2007) as the apex regulatory authority for thé Nigerian capital market as well
as regulation of the market to ensure the protection of i investors, among others responsibilities. See the
pre-amble of ISA 2007. :

2 (n19)s. 1(2)(3).

2 ibid, s. 3(1).

21
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with the responsibility of supervising the activities of the Council, Ministry charged with
the responsibility for finance; Nigerian Accounting Association; Nigerian Institution of
Estate Surveyors and Valuers; Institute of Directors of Nigeria, office of the Accountant

General of the Federation, and the executive Secretary of the Council **

A comparative analysis of the Council’s Board composition vis-a-vis CAC and SEC
revealed that it is more encompassing in terms of membership in that it ensures the
inclusion of all the relevant and appropriate authorities. It is crucial to note that the Act
establishing the Council does not give room for the appointment of the Board’s Chairman
who is not a Professional Accountant. This again puts the Council on a strong footing,

unlike what is obtainable with SEC.

5.0 Roles of FRCN in Promoting Corporate Governance
The Council is burdened with many responsibilities. Its role in promoting good
governance becomes clearer when examining its extensive functions. A closer look at
these functions reveals that the Council is strategically responsible for ensuring adherence
‘to good corporate practices. Notable functions supporting this assertion, as outlined in
Section 8(1), are as follows:
(a) Develop and publish accounting and financial rcporting standards to be observed in
the preparation of financial statement of public interest:entities;
(b) Review, promote and enforce compliance with the accounting and financial
reporting standards adopted by the council; '
(c) Receive notices of non-compliance with approved standards from preparers, users,
other third parties or auditors of financial statements ;
(d) Monitor compliance with the reporting requirements specified in the adopted code
of corporate governance; Monitor and promote education, research and training in

the fields of accounting, auditing, financial reporting and corporate governance;

# 1bid, s 2(2)(d)(i-xi) & (c).
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(e) establish such systems, schemes or engage in any relevant activity, Either alone or

in conjunction with any other organization or agency, whether local or

international, for the discharge of its functions’;

The Council in compliance with sections 11(C) and 51(C) of its enabling Act unveiled the
Nigerian Code of Corporate Governance 2018,> on 15" January, 2019. The NCCG 2018

by a way of improvement on the existing codes covers both public and private companies

in its application and also adopted “Apply and Explain” principle. The NCC___;G 2018 notes .

the existence of corporate governance codes managed by various sectoral regulators,

including:

1

i,

iii.

iv.

Code of Corporate Governance for the Telecémmum’cation Industry 2016, issued by
the Nigerian Communications Commission (replacing the 2014 Code);

Code of Corporate Governance for Banks and Discount Houses in Nigeria 2014
issued by the Central Bank of Nigeria (replacing the 2006 Code);

Code of Corporate Governance for Public Companies in Nigeria 2011 issued by the
Securities and Exchange Commission (replacing the 2003 Code); '

Code of Good Corporate Governance for Insurance Industry in Nigeria 2009 issued
by the National Insurance Commission; and ‘

Code of Corporate Governance for Licensed Pension Fund Operators 2008 issued

by the National Pension Commission.*®

Iﬁ order fqr the NCCG 2018 to achieve its aims, the FRCN is mandated to supervise the

Code's application and is empowered to issue guidelines to facilitate its implementation

through the sectoral regulators and registered exchanges empowered to impose

appropriate sanctions based on the specific deviation noted and the company in

question.””

27

3 nereinafter referred to as NCCG 2018.
% ibid, iv.
7 ibid, para D, P. V.
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The code by adopting an ‘Apply and Explain’ approach,”® means that the companies are
at liberty to adopt principles favourable for their operations regardless of the nature, sizes
and types of operations.”” The code consists of 7 divisions and twenty-eight (28)
principles,” and places importance on the following areas, viz, Board of Directors and
board officers, assurance relationship with shareholders, and business practices, ethics
sustainability; and transparency, etc.”’ _

According to Bello, the provi-sions in the NCCG 2018 coupled with the provisions on
company’s management in CAMA 2020 almost cover all the main provisions in the
Organization for Economic Cooperation and Development (OECD) Corporate Code of

Best practice.”

6.0 Key Policies and Guidelines Introduced by the FRCN Act (Amendment) 2023:

i. Professional Accounting Experience as a Qualification for Board Chairman: To
ensure the board's highest performance, the Chairman of the Board must be a
professional accountant with cognate experience of at least 10 yeéars.”> This is an
improvement on the code repealed Act which only pegged the qualification of the
Chairman to a person with considerable professional experience in accounting
practices. ' |

ii. Re-composition of the Board Membership: The newly amended Act specifies
changes to the Board membership by reducing the representation of some entities,
such as the ANAN and CITN to a single membership, while completely removing

some key agencies, which from the writer's viewpoint are crucial to effective

b

= Monica, Amujo-Akomolafe, ‘legal Framework for Corporate Governance in Nigeria: An Appraisal of

the 2018 Code of Corporate Governance’ [2018] Vol 2, No 1: ABUAD anare and Business Law
» Journal (APBLJ), 41-63, 54.
ibid
" Para E, Structure of the Code.
*' Amujo-Akomolafe (n.28).
2 Shittu .A. Bello, ‘Corporate Governance in Nigeria: An Analysis of Nigerian Code of Corporate

Governance, 2018’ [2021] Vol. 1, No. 1:AlHikmah Journal of Private & Business Law (AUJBPL),167-
179, 168.

B (019)5.2(2)(a).
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companies regulations in Nigeria, .notable examples include the Corporate Affairs
Commission (CAC), Securities and Exchange Commission (SEC). Other excluded
agencies are Federal Inland Revenue Service (FIRS), Federal Ministry of Commerce,
National Association of Chambers of Commerce, Industries, Mines and Agriculture,
and National Pension Commission.

The New additions to the Board include the Nigerian Institution of Estate Surveyors
and Valucfs and the Institute of Directors of Nigeria. This restructuring result in a

smaller Board compared to its previous composition.

Crea‘tion of National Repository: It is now required for the companies to which the
Act applies (i.e. Public Interest Entities- PIEs) to submit their General Purpose
Financial Statements (GPFS) electronically to a national repository.”* The innovation
of cenfralized electronic financial reporting offers numeroﬁs benefits to effective

corporate governance. It tends to foster transparency which represents a fundamental

“tenet of organizational oversight by providing avenue for easy access to information.

It also promotes accountability vide standard reporting. More also, having such
archive would also reduce incidences of fraud and errors. by minimizing data
manipulation, streamlines compliance with simplified reporting processes, among

others.

In summary, this innovative section generally enhances corporate governance by boosting

iii.

transparency, ensuring greater accountability, and indreasing the efficiency of

regulatory processes.

Enhaﬁced Compliance Framework by Expanding and Clarifying Corporate
Governance Standards: With the ;ecent amendment,” it has remarkably expands the
compliance framework by extending the initial focus on the International Federation
of Accountants (IFAC) and the International Accounting Standards Board (IASB) to

34
35

(1 19) 5. 2(2)(a).
Ibid, s. 8 (1)(h).

10
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accommodate the International Federation of Accounting (IFA), the International
Financial Reporting Standards Foundation (IFRS Foundation), and the International
Public Sector Accounting Standards Board (IPSASB). This expansion gives room for
the system to stay informed with latest international standards and regulations. The
new sjrstem can easily incorporate new governing bodies as they evolved, thereby

paving way for alignment with emerging global trend.

Further still, the updated section improves on the repealed compliance requirement by
modifying it to better suit the objectives, goals and defined responsibilities, thereby

raising the relevance and accuracy of the standards applied.

Improved Compliance and Adaptability in Auditing Standards: The new revised
Section 8(1)(q) introduces significant enhancements by widening the scope of
auditing standards compliance. The Act previously centered on ensuring consistency
with the International Auditing and Assurance Standards Board (IAASB), but the
updated section now includes the International Organisation of Supréme Audit
Institutions (INTOSAI) and any other designated bodies. This expansion allows for

adherence to a wider range of relevant auditing standards and international guidelines.

Also, the amended version emphasizes alignment with international standards setting
bodies related to the Council’s mandate, which improves the flexibility and relevance
of the auditing standards. This change ensures that the auditing standards remain
current with global best practices 'an‘d are more comprehensively integrated with

various authoritative bodies.

Improved Regulatory Supervisioh: The scope of the Directoraté of Inspection and
Monitoring’s responsibilities which was initially tasked with overseeing compliance
with auditing, accounting, actuarial, and valuation standards has been broadened
through 28(1)(a) to integrate corﬁorate accountability norms in addition to the

previously covered areas.

11
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vi. Stricter Fines for Non-Compliance: The new framework introduces notable

improvements over the previous one concerning penalties for non-compliance and

default in payment. Previously, individuals who failed to pay the due amount faced an

-accumulated penalty of 10% per month, up to ten months, as well as potential

prosecution leading to a fine of up to three times the original amount, in addition to
the accrued penalties. Additionally, the CEO could be fined up to N500,000 or
imprisoned for up to six months if the company wé_s involved. This system has now
been jettisoned by extending the penalty period indeﬁnité]y until payment is made.

This demonstrates the Council’s readiness and dedication to enforcement.

Additionally, the scope of sanctions has been widened to include defaults by agents,
officers, or personnel involved in financial reporting. The Council is empowered to

determine penalties for the CEO, as opposed to the previous system of fixed penalties.

‘The position now is that the Council has elastic power to impose more stringent

punishments based on the severity of the offense committed by the individual or

company.

. Annual Dues for Registered Professionals, Firms, and PIEs Contributing to the

FRCN Statutory Fund: The updated fee structure for annual dues introduces several
changes compared to the previous system. Registered professionals now face a
minimum annual due of N10,000, an increase from the former N5,000. For publicly
quoted companies, the revised structure sets higher fee lghresholds according to market

value. Companies with a market capitalization of up to N1 billion are now required to

.pay either 0.10% of their capitalization or N500,000, whichever is higher, compared

to the previous cap of N250,000. For companies with market capitalization between
N1 billion and N5 billion, the fee is now 0.04% or N2 million, whichever is higher,
reflecting no change. However, higher capitalization ranges introduce new bands:
companies with market caps between NS5 billion and N100 billion pay 0.004% or
N3.5 million; those between N100 billion and N250 billion pay 0.004% or N10
million; ‘companies between N250 billion and N500 billion pay 0.003% or N15

12
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million; and those with market caps between N500 billion and NI trillion pay
0.0025% or N20 million. For market capitalizations over N1 trillion, the fee is set at
0.002% or N25 million. This new structure imposes greater financial obligation on

large companies by implementing more specific fee tiers.

Also, for the non-publicly quoted PIEs, the updated structure introducés a percentage-
based system as opposed the previous fixed amount. Fees were set at specific levels
based on annual turnover under the old systems, ranging from N5,000 for turnovers
between N25 million and N50 million to Nlmillion for turnovers exceeding N10
billion. The new structure fees based on annual turnover, with.the following rates:
0.02% for turnovers up to N25 million; 0.025% for turnovers between N25 million
and N50 million; 0.03% for turnovers between N50 million and N500 million; 0.04%
for turnovers between N500 million and N1 billion; 0.045% for turnovers between N1
billion and N10 billion; and 0.05% for turno.vers exceeding N10 billion. This
adjustment aligns fees more closely with the scale of the entit‘y, allowing for a more

flexible and proportional fee structure based on turnover.

Flowing from the above, a simple question that readily comes to mind is: What
impact does this have on good corporate governance practices? The answer can be
viewed from different angle; firstly, the updatéd fee structure improves corporate
governance by linking contributions to the financial size of entities, ensuring fairness
and proportionality. This percentage-based system helps to guarantee a more
sustainable funding for the FRCN’s statutory fund, taking into account the capabilities
of each entity and facilitating enhanced regulatory oversight. Additionallj;', it
prombtcs transparency and accountability by directly correlating fees with turnover,
thus promoting better adherence to reporting standards and equitable cost distribution.
Overall these adjustments align with the FRCN's objectwe of upholding high
standa.rds in governance structure and fiscal reporting through a more equitable and

efficient funding approach.
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vi. Upward Review of Penalties and Prosecution Regulations for Non-Payment of
Dues: Under the repealed law, default on payment of the applicable dues resulted in
additional charge of 10% of the amount due for each month of default, applied
cumulatively for up to ten months. If the default continued beyond this period, the
individual could face prosecution, and upon conviction, be liable for a fine not
exceeding three times the amount due, plus any accrued penalties imposed by the
Council. In the case of corporations, the CEO could be liable for a fine of up to

N500,000 or be confined to prison for a period not exceeding 6 months.

Under the new regulations, penalties for non-payment are indefinite as long as the
default persists. The Council is now empowered to prosecute defaulting parties in.
addition to collecting the outstanding amounts. Furthermore, individuals may also
face sanctions determined by the Council for any defaults by their agents, officers, or
personnel involved in financial reporting, in line with the stipulations of the revised
Act. Unlike the repealed Ac't, the Council now has the discretion to set fines (which
may exceed N500,000) or impose imprisonment for up to 6 months upon conviction.
Additionally, there has been an upward revision of penalties for PIEs, based on their

annual turnover, beyond those previously mentioned.

7.0 Limitations and Challenges

It has been viewed that the FRCN (Aﬁendment) Act highlights a stronger emphasis on
corporate governance and risk management in financial reporting for PIEs. The
significant rise in fines and penalties for non-compliance depicts a firm commitment to
enforcing adherence to the law among affected 0rganizations.36However, the new Act
despite being recentiy introduced is not without some limitations which can pose serious
inhibition to the realization of good 'corporate governance practice. Some of these

challenges are itemized as follows.

%  Banwo & Ighodalo, Amendment of FRCN Act: Changes to Financial Reporting and Corporate
Governance in Nigeria (17 November 2023)<  https://www.banwo-ighodalo.com/>accessed 12
July,2024.
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Challenges and burdens of the New Percentage-Based Fee Structure: It is
perceived that the upward adjustment of fees may hinder the effective operation of
some entities that are striving to sustain their business activities. As rightly
observed, furthermore, the rise in yearly fees for PIEs, in conjunction with
obligatory payments to different regulatory bodies, might be interpreted as an
additional financial strain on enterprises. This may appear to conflict with the
government's pledge to decrease the expenses associated with conducting business
in Nigeria.”’

Removal of Membership of Key Regulatory Bodies From Effective
Collaborative Governance and Oversight: It is beyond peradventure that the
interconnectedness of Regulatory Bodies is crucial for effective governance and
oversight, It is the opinion of this writer that he elimination of the CAC, SEC, and
several other entities could pose challenges, given that these organizations have
overlapping goals, and their cooperation and collaboration with FRCN is essential
for efficient governance and oversight. More also. It would be difficult, if not
impossible, for the Council to effectively fulfill part of its statutory duties that
require collaboration on systems, schemes, and other relevant activities as stated in
section 8 (1)(m).

Lack of Explicit Repeal of Sectorial Codes in the NCCG 2018: The NCCG 2018
affirms the existence of sector-specific corporate governance codes, allowing these
codes to remain in use alongside the NCCG 2018. This could lead to confusion and

complications due to the presence of multiple sets of rules.

Recommendations

Temporary exclusion of the ailing companies, small businesses, and newly formed

entities from the upward adjustment of fees is recommended. This would allow them time

to staoilize and establish themselves. Moreover, there should be an option for a

ibid.
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downward review of fees, consistent with the government's pledge to enhance the ease of

doing business in Nigeria.

The importance of interconnectedness among regulatory bodies for effective governance
and oversight cannot be overstated. The exclusion of certain entities from board
membership may have justifications; however, the exclusion of the CAC and SEC seems
unwarranted. As these organizations have overlapping objectives, their collaboration and
cooperation with the Council are crucial for efficient govemancc and oversight. It is
proposed that collaborative support be prioritized, and an earnest amendment of the

relevant section is necessary to allow for the harmonious oversight of CAC and SEC
together with the FRCN.

It is suggested that the Act be amended to require industries to follow the NCCG Code as
the primary framework and use their specific guidelines only when necessary, rather than
maintaining separate codes. This approach would help simplify and unify corporate

governance practices.

9.0 Conclusion |

Having robust and effective governance frameworks.is_cruc'ial for economic growth and
achieving corporate objectives, including stakeholder involvement in governance and
boosting investor confidence. To ensure adherence to various regulations and the uniform
code, the Council was established to oversee compliance with governance s&mdards and
to enforce actions against violations of shareholders’ rlghts or engagement in unfair
practices by companies. Despite the progress made by recent amendments, widespread
adoption and compliance with the Code's provisions contn_lue to be a challenge across

various sectors.
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