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Abstract- This paper critically examines the legal and 

ethical frameworks that govern the professional 

conduct of accountants in Nigeria and their 

implications for the quality of financial reporting. 

Statutory provisions such as the Companies and 

Allied Matters Act (CAMA) 2020, the Financial 

Reporting Council of Nigeria (FRCN) Act 2011, and 

sector-specific guidelines impose obligations for 

reliable and transparent financial reporting. 

Complementary ethical codes prescribed by 

professional bodies like the Institute of Chartered 

Accountants of Nigeria (ICAN) and the Association 

of National Accountants of Nigeria (ANAN) 

reinforce integrity and accountability among 

practitioners. Although these frameworks enhance 

reporting quality, weak enforcement, professional 

misconduct, and socio-cultural challenges 

undermine their effectiveness. The paper concludes 

by recommending strengthened regulatory 

enforcement, continuous professional education, 

and institutional reforms to enhance financial 

reporting integrity in Nigeria. 
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I. INTRODUCTION 

 

The reliability and transparency of financial reports 

are universally recognized as cornerstones for 

effective capital markets, informed decision-making, 

and sustainable economic growth. In both advanced 

and emerging economies, stakeholders, ranging from 

investors and creditors to regulators and the general 

public, rely on financial statements to evaluate 

corporate performance, assess risk, and allocate 

resources efficiently1. In this context, the professional 

accountant plays a pivotal role as both the preparer and 

verifier of financial reports. The competence, 

objectivity, and ethical disposition of accountants, 

therefore, critically determine the quality of 

information disseminated to the market. 

Financial reporting quality has been broadly 

conceptualized as the extent to which financial 

statements faithfully represent an entity’s economic 

reality, are free from material misstatement, and 

comply with applicable financial reporting standards2. 

According to Dechow and Dichev (2002), high-quality 

financial reports are those that are both relevant and 

faithful representations of a firm’s financial position 

and performance, enabling users to make sound 

economic decisions.3 Achieving this level of quality 

requires not only technical competence but also strict 

adherence to legal mandates and professional ethics. 

Legal frameworks prescribe enforceable duties and 

reporting obligations, while ethical standards instill 

values of integrity, independence, and professional 

skepticism all of which mitigate the risks of 

misstatement, fraud, and misrepresentation. 

In Nigeria, a country classified as a developing 

economy with evolving capital markets, concerns 

about the credibility of financial reporting have been 

amplified by incidents of financial scandals, weak 

corporate governance, and regulatory inefficiencies. 

Notable cases such as the financial misstatements at 

Cadbury Nigeria Plc (2006) and African Petroleum Plc 

(2009) brought to the fore the vulnerabilities within 

the regulatory environment and the ethical lapses 

among financial reporting professionals4. These 

events underscore the necessity of understanding how 

the existing legal and ethical frameworks governing 

accountants influence the quality of financial reporting 

in Nigeria. The regulatory landscape in Nigeria is 

shaped by several statutes, including the Companies 

and Allied Matters Act (CAMA) 2020, the Financial 

Reporting Council of Nigeria (FRCN) Act 2011 and 

complemented by the ethical codes of major 

professional accounting bodies such as the Institute of 
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Chartered Accountants of Nigeria (ICAN) and the 

Association of National Accountants of Nigeria 

(ANAN).4 These instruments jointly impose duties on 

accountants to produce accurate, transparent, and 

comparable financial statements, while also 

prescribing disciplinary measures for non-compliance. 

Despite the existence of these frameworks, empirical 

and anecdotal evidence suggests persistent challenges 

in their application and enforcement. Studies by 

Ofoegbu and Adebisi (2018) reveal gaps between 

ethical prescriptions and actual practices among 

professional accountants in Nigeria, exacerbated by 

socio-cultural influences, institutional weaknesses, 

and limited regulatory capacity.5 Moreover, the 

complexity of Nigeria’s business environment, 

characterized by information asymmetry, high agency 

costs, and opaque ownership structures further 

complicates the effectiveness of financial reporting 

frameworks. 

This paper is, therefore, motivated by the need to 

critically appraise the legal and ethical frameworks 

guiding professional accountants in Nigeria, assess 

their implications for financial reporting quality, and 

identify areas for reform and improvement. 

Specifically, the objectives of the study are to: 

1. Examine the statutory and professional regulations 

governing financial reporting practices of 

accountants in Nigeria. 

2. Analyze the ethical standards imposed on 

professional accountants and how they mitigate 

financial misstatements and enhance reporting 

quality. 

3. Evaluate the challenges inhibiting effective 

enforcement of these frameworks and propose 

practical recommendations for strengthening 

regulatory and ethical compliance. 

II. LEGAL FRAMEWORK GOVERNING 

PROFESSIONAL ACCOUNTANTS IN 

NIGERIA 

The legal framework regulating the accounting 

profession in Nigeria is multifaceted, consisting of 

statutes, regulations, and oversight bodies designed to 

ensure transparent, accurate, and standardized 

financial reporting. The cornerstone of this legal 

structure is the Companies and Allied Matters Act 

(CAMA) 2020, which governs corporate financial 

reporting obligations, auditors’ responsibilities, and 

corporate governance standards. Sections 405–414 of 

CAMA mandate every company to maintain adequate 

accounting records capable of explaining transactions 

and ensuring the preparation of “true and fair” 

financial statements. ¹ The Act emphasizes auditor 

independence, requiring auditors to be free from 

conflicts of interest and mandates rotation of auditors 

to mitigate familiarity threats. 

A significant legal milestone in Nigeria’s financial 

reporting landscape is the Financial Reporting Council 

of Nigeria (FRCN) Act 2011. This Act established the 

FRCN, a unified regulatory body responsible for 

setting accounting, auditing, actuarial, and valuation 

standards in line with International Financial 

Reporting Standards (IFRS).² The FRCN enforces 

compliance with IFRS for public interest entities 

(PIEs), which enhances comparability, reliability, and 

international acceptability of financial statements.³ 

Furthermore, sector-specific regulators, such as the 

Securities and Exchange Commission (SEC), Central 

Bank of Nigeria (CBN), and National Insurance 

Commission (NAICOM) issue guidelines and 

circulars that supplement financial reporting standards 

for listed companies, banks, and insurance firms 

respectively. 

A notable case demonstrating the critical role of legal 

frameworks is the Cadbury Nigeria Plc financial 

scandal of 2006. Investigations revealed deliberate 

overstatement of profits through fictitious stock 

valuations and understated expenses, leading to a 

restatement of financial statements and erosion of 

investor confidence.⁴ The Securities and Exchange 

Commission (SEC) sanctioned both Cadbury Nigeria 

and its auditors (Akintola Williams Deloitte) for 

violating statutory provisions, underscoring the need 

for strict legal compliance and auditor vigilance.⁵ 

The financial reporting landscape in Nigeria is 

governed by a robust framework of statutory 

provisions, professional guidelines, and regulatory 

oversight, all of which aim to ensure transparency, 

accountability, reliability, and comparability of 
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financial statements prepared by corporate entities. 

This framework draws from both local statutes and 

international standards, reflecting Nigeria’s 

commitment to aligning with global best practices in 

financial reporting. 

The Companies and Allied Matters Act (CAMA) 

2020, as amended, is the principal statute regulating 

corporate financial reporting in Nigeria. CAMA 

mandates that every company, except for small 

companies and companies limited by guarantee, must 

prepare annual financial statements that give a true and 

fair view of the state of affairs of the entity at the end 

of the financial year. The Act stipulates that these 

financial statements must comply with the 

requirements of applicable accounting standards and 

be audited by a qualified auditor. CAMA empowers 

the Corporate Affairs Commission (CAC) to enforce 

compliance with filing requirements and disclosure 

obligations. Furthermore, CAMA 2020 adopts a 

significant stance by expressly recognizing 

International Financial Reporting Standards (IFRS) as 

the applicable financial reporting framework for 

companies in Nigeria, thereby integrating Nigeria into 

the global financial reporting ecosystem. 

Complementing CAMA is the Financial Reporting 

Council of Nigeria Act, 2011, which established the 

Financial Reporting Council of Nigeria (FRCN). The 

FRCN serves as the regulatory agency responsible for 

setting, monitoring, and enforcing accounting, 

auditing, actuarial, valuation, and corporate 

governance standards. The Council has the statutory 

mandate to ensure that financial reporting standards in 

Nigeria are consistent with international best practices. 

The FRCN enforces compliance with IFRS and 

ensures the integrity of financial reporting by 

overseeing the activities of professional bodies, 

preparers of financial statements, auditors, and users 

of financial reports. A critical aspect of the FRCN’s 

regulatory oversight is the Directorate of Accounting 

Standards for Private Entities (DASPE) and the 

Directorate of Accounting Standards for Public Sector 

Entities (DASPSA), which provide guidance on the 

application of IFRS for Small and Medium-sized 

Entities (IFRS for SMEs) and International Public 

Sector Accounting Standards (IPSAS), respectively. 

On the professional level, the regulatory environment 

is influenced by the codes, standards, and ethical 

guidelines promulgated by the Institute of Chartered 

Accountants of Nigeria (ICAN) and the Association of 

National Accountants of Nigeria (ANAN) — both of 

which are recognized professional accountancy 

organizations under Nigerian law. These professional 

bodies are responsible for the certification, regulation, 

and discipline of accountants in Nigeria. They 

mandate adherence to the International Code of Ethics 

for Professional Accountants, issued by the 

International Ethics Standards Board for Accountants 

(IESBA), and the International Standards on Auditing 

(ISA), thereby embedding principles of integrity, 

objectivity, professional competence and due care, 

confidentiality, and professional behavior in financial 

reporting practices. 

The Nigerian Stock Exchange (NSE) (now known as 

NGX – Nigerian Exchange Group) and the Securities 

and Exchange Commission (SEC) also play pivotal 

roles in regulating the financial reporting practices of 

listed companies. The SEC, established under the 

Investment and Securities Act (ISA) 2007, mandates 

compliance with IFRS in the preparation of financial 

statements of publicly listed entities and enforces 

periodic disclosure of financial and non-financial 

information to protect investors and maintain market 

integrity. The SEC’s Code of Corporate Governance 

requires timely and accurate disclosure of financial 

information, including risk management and internal 

control mechanisms, further reinforcing transparent 

financial reporting.6 

In the banking and insurance sectors, sector-specific 

regulators such as the Central Bank of Nigeria (CBN) 

and the National Insurance Commission (NAICOM) 

enforce additional reporting guidelines and prudential 

requirements to ensure the soundness of financial 

institutions. For instance, the CBN mandates banks to 

prepare financial statements in accordance with IFRS 

and also to comply with its Prudential Guidelines, 

which prescribe reporting on risk assets, loan loss 

provisioning, and capital adequacy. NAICOM, 

similarly, ensures that insurance companies adopt 

IFRS-compliant financial statements alongside sector-

specific regulatory disclosures. 
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It is also pertinent to note that Nigeria has adopted the 

International Public Sector Accounting Standards 

(IPSAS) for public sector entities, following the 

directive from the Federation Account Allocation 

Committee (FAAC) in 2010. The transition to IPSAS 

enhances the quality of financial reporting in the 

public sector by promoting greater transparency and 

accountability in the management of public resources. 

The statutory and professional regulatory framework 

governing financial reporting practices of accountants 

in Nigeria is comprehensive and multi-faceted, 

anchored on CAMA, FRCN Act, professional codes 

by ICAN and ANAN, sectoral regulations from CBN, 

NAICOM, and SEC, and aligned with international 

standards such as IFRS, IPSAS, ISA, and IESBA 

Code. This framework collectively ensures the 

credibility and reliability of financial information 

disseminated to stakeholders, both within and outside 

Nigeria. 

III. ETHICAL FRAMEWORK GOVERNING 

PROFESSIONAL ACCOUNTANTS IN 

NIGERIA 

Ethical standards provide the normative foundation for 

professional accountants’ behavior, complementing 

statutory requirements by emphasizing integrity, 

objectivity, professional competence, confidentiality, 

and professional behavior.⁶ In Nigeria, the Institute of 

Chartered Accountants of Nigeria (ICAN) and the 

Association of National Accountants of Nigeria 

(ANAN) adopt and enforce ethical codes aligned with 

the International Ethics Standards Board for 

Accountants (IESBA) Code of Ethics. 

ICAN’s Professional Code of Conduct and Guide for 

Members outlines rules prohibiting fraudulent 

reporting, misrepresentation, and conflicts of interest.⁷ 

Members are expected to uphold public interest by 

ensuring that financial reports faithfully represent the 

economic position of entities. Similarly, ANAN’s 

Rules of Professional Conduct mandate independence 

of mind, duty of care, and compliance with applicable 

standards.⁸ Both ICAN and ANAN maintain 

disciplinary tribunals empowered to investigate and 

sanction ethical breaches. 

A prominent case illustrating ethical lapses is the 

Afribank Nigeria Plc scandal (2009). The Central 

Bank of Nigeria (CBN) uncovered misrepresentation 

of non-performing loans, leading to an overstatement 

of profits. Investigations revealed that external 

auditors (PKF Professional Services) had failed to 

disclose the deteriorating asset quality, violating 

professional skepticism and ethical objectivity.⁹ The 

auditors were subsequently sanctioned by the 

Financial Reporting Council of Nigeria, highlighting 

how ethical violations compromise reporting quality 

and investor protection.¹⁰ 

• Implications of Legal and Ethical Frameworks for 

Financial Reporting Quality 

The relationship between legal and ethical frameworks 

and the quality of financial reporting is both direct and 

multidimensional. Financial reporting quality refers to 

the degree to which financial statements accurately, 

faithfully, and transparently represent a firm’s 

economic reality, thereby serving the informational 

needs of stakeholders for decision-making purposes.¹ 

According to Barth, Landsman, and Lang (2008), 

high-quality financial reports minimize information 

asymmetry, reduce agency costs, and improve capital 

allocation efficiency.² Thus, any institutional 

mechanism, whether legal or ethical, that constrains 

opportunistic behavior and enhances transparency is 

crucial for financial reporting quality. 

Mechanisms through which legal frameworks enhance 

reporting quality 

Statutory laws such as the Companies and Allied 

Matters Act (CAMA 2020) and sectoral regulations 

(from FRCN, SEC, CBN, NAICOM) establish clear 

guidelines on the form, content, and disclosure 

requirements of financial statements. These provisions 

legally mandate firms to prepare “true and fair” 

financial reports, maintain adequate accounting 

records, and subject their accounts to independent 

audits.³ They also require timely filing and disclosure 

to regulators and shareholders, ensuring relevance and 

timeliness of information. By prescribing sanctions for 

non-compliance including fines, licence withdrawals, 

or criminal prosecution—legal frameworks act as 

deterrents against fraudulent or manipulative 

reporting. 
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For example, the Cadbury Nigeria Plc scandal (2006) 

where profits were overstated by ₦13 billion through 

fictitious stock and understated expenses, exposed 

weak compliance with statutory reporting rules.⁴ The 

intervention by SEC and subsequent restatement of 

Cadbury’s financials under stricter regulatory 

supervision restored some level of investor 

confidence, demonstrating that robust legal 

enforcement can correct reporting deficiencies and 

enhance quality. 

Mechanisms through which ethical frameworks 

enhance reporting quality 

While laws mandate compliance, ethics shape 

professional judgment, especially in grey areas where 

statutory rules are silent or ambiguous. Ethical 

principles such as integrity, objectivity, professional 

competence, and professional skepticism compel 

accountants to prioritize the public interest, even when 

facing client pressures.⁵ For instance, an ethically 

grounded auditor is less likely to acquiesce to earnings 

management requests or conceal material 

misstatements. 

Empirical studies reinforce this view. Ofoegbu and 

Adebisi (2018) found that accountants who adhere to 

ICAN and ANAN ethical standards are more likely to 

produce accurate and comprehensive reports, reducing 

earnings manipulation and discretionary accruals 

among Nigerian listed firms.⁶ Similarly, Okike (2007) 

demonstrated that auditor independence, a core ethical 

requirement, correlates positively with reporting 

reliability in Nigerian banks.⁷ Conversely, ethical 

lapses undermine reporting quality even when legal 

rules exist. The Afribank Plc case (2009) exemplified 

this: despite regulatory frameworks, external auditors 

failed to disclose the under-provisioning of non-

performing loans, eroding the accuracy of published 

financial statements.⁸ 

Interactive effects: Legal and ethical frameworks are 

complementary 

It is crucial to recognize that legal and ethical 

frameworks are not substitutes but complements. 

Legal provisions provide the minimum enforceable 

standards, but ethical principles ensure voluntary 

compliance beyond legal obligations. The interplay 

between both frameworks creates a dual-layered 

protection for financial reporting quality. 

For example, the Financial Reporting Council of 

Nigeria (FRCN) Act 2011 not only mandates 

compliance with IFRS but also requires professional 

accountants to adhere to the Code of Corporate 

Governance, which embeds ethical expectations like 

board independence and whistleblower protection.⁹ 

Similarly, ICAN and ANAN tribunals enforce ethical 

discipline, but their rulings derive legitimacy from 

enabling legal statutes.¹⁰ Thus, where legal 

compliance is weak, strong ethical culture can 

compensate and vice versa. 

• Limitations and gaps in practice 

Despite the theoretical benefits, several practical 

challenges limit the effectiveness of these frameworks 

in Nigeria: 

i. Weak enforcement: Regulatory agencies often lack 

financial, human, and technological capacity to 

enforce compliance effectively.¹¹ For example, 

after the Intercontinental Bank Plc scandal (2009), 

the prosecution of culpable auditors and directors 

was delayed due to institutional bottlenecks and 

judicial inefficiencies.¹² 

ii. Cultural pressures and client influence: Empirical 

evidence (Uwuigbe & Uwuigbe, 2012) shows that 

Nigerian accountants often face pressures from 

clients or management to compromise objectivity, 

especially in family-owned or politically exposed 

firms.¹³ 

iii. Regulatory overlap and fragmentation: Multiple 

regulatory agencies with overlapping mandates 

(FRCN, SEC, ICAN, CBN, NAICOM) sometimes 

create confusion, regulatory arbitrage, or 

conflicting interpretations—diluting the intended 

quality gains.¹⁴ 

Empirical evidence on reporting quality trends in 

Nigeria 

Notwithstanding these limitations, recent reforms, 

such as IFRS adoption in 2012, mandatory audit firm 

rotation, and the Nigerian Code of Corporate 

Governance 2018, have incrementally improved 

reporting quality. Izedonmi and Adebiyi (2013) found 
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that IFRS adoption increased disclosure levels and 

reduced earnings management among Nigerian listed 

firms, signaling enhanced transparency.¹⁵ Similarly, 

FRCN’s audit quality reviews and sanctioning of 

erring auditors have strengthened compliance 

incentives. 

In sum, effective legal and ethical frameworks are 

critical enablers of high-quality financial reporting, 

but their success hinges on consistent enforcement, 

cultural alignment, and institutional capacity-building 

in the Nigerian context. 

IV. RECENT REFORMS AND EMERGING 

TRENDS 

To address these challenges and enhance financial 

reporting integrity, Nigeria has implemented several 

reforms over the past decade. The adoption of 

International Financial Reporting Standards (IFRS) in 

2012, supervised by the FRCN, harmonized Nigerian 

reporting practices with global standards, thereby 

improving transparency and comparability.¹⁷ 

Empirical studies (Izedonmi and Adebiyi, 2013) 

confirmed that IFRS adoption led to improved 

disclosure quality among listed firms in Nigeria.¹⁸ 

Moreover, the Nigerian Code of Corporate 

Governance 2018, issued by FRCN, strengthened the 

role of audit committees, mandated whistleblower 

protections, and emphasized risk management all 

indirectly improving financial reporting oversight.¹⁹ 

FRCN’s audit regulation guidelines (2014) introduced 

mandatory firm rotation and quality control reviews, 

addressing auditor independence concerns. Recent 

collaboration efforts between ICAN, ANAN, and 

FRCN—such as joint audit monitoring programs and 

peer reviews further aim to ensure compliance and 

improve professional accountability. 

Nonetheless, the effectiveness of these reforms 

depends on sustained regulatory commitment, 

capacity-building, and continuous ethical 

reorientation. Strengthening disciplinary enforcement, 

modernizing regulatory technologies (e.g., electronic 

filing), and enhancing inter-agency collaboration 

remain critical for realizing the full potential of 

Nigeria’s legal and ethical frameworks. 

CONCLUSION 

 

The legal and ethical frameworks regulating 

professional accountants in Nigeria are pivotal in 

safeguarding the quality of financial reporting. 

Statutory mandates and professional codes of conduct 

together create a regulatory ecosystem aimed at 

promoting transparency, accountability, and integrity 

in financial statements. While these frameworks offer 

significant benefits, lapses in enforcement, socio-

cultural impediments, and professional misconduct 

undermine their effectiveness. Achieving high-quality 

financial reporting requires a holistic strengthening of 

these frameworks and a sustained commitment to 

ethical and legal compliance. 

 

RECOMMENDATION 

 

Base on the findings, the study therefore recommends 

the following: 

1. Strengthened Regulatory Enforcement: Regulatory 

bodies such as FRCN, ICAN, and ANAN should 

intensify enforcement of legal provisions and 

ethical codes through periodic inspections, 

sanctions, and monitoring mechanisms. 

2. Continuous Professional Education: Accountants 

should undergo regular training on evolving 

financial reporting standards and ethical practices 

to enhance competence and awareness. 

3. Institutional Reforms: Strengthening disciplinary 

tribunals within ICAN and ANAN, coupled with 

adequate whistleblower protection under the 

Whistleblower Policy, will deter misconduct and 

encourage compliance. 

4. Inter-agency Collaboration: Effective coordination 

among regulatory institutions such as FRCN, SEC, 

CBN, ICAN, and ANAN should be enhanced to 

create a unified regulatory environment that 

minimizes arbitrage and regulatory gaps. 

5. Cultural Reorientation: Initiatives promoting 

integrity, objectivity, and independence within the 

accounting profession should be pursued to 

counteract socio-cultural pressures that 

compromise ethical behavior. 
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