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1. Corporate Governance 
Requirements

1.1	 Corporate Forms and Governance 
Requirements
In Nigeria, the principal forms of corporate and busi-
ness organisations are governed mainly by the Com-
panies and Allied Matters Act 2020 (CAMA). These 
structures differ in legal personality, liability exposure, 
regulatory requirements, ownership flexibility and 
operational complexity.

Companies
Companies are the most structured form of business 
organisation in Nigeria. They have separate legal per-
sonality, perpetual succession and the capacity to 
own property, enter contracts and sue or be sued in 
their own name. Members’ liability is determined by 
the type of company and is generally limited. CAMA 
recognises the following principal company forms.

•	A private company limited by shares is a corpo-
rate entity separate from its owner or owners, with 
perpetual succession and the capacity to sue and 
be sued in its own name. Members’ liability is lim-
ited to the amount unpaid on their shares, and the 
company is restricted from offering its shares to 
the public unless authorised by law. It is the most 
commonly used corporate structure in Nigeria 
due to its flexibility and suitability for profitmaking 
activities.

•	A public company limited by shares also has a 
separate legal personality distinct from its share-

holders and enjoys perpetual succession. There is 
no restriction on the number of shareholders, and 
it may invite the public to subscribe for its shares, 
subject to compliance with applicable securi-
ties and listing regulations. It is a corporate entity 
designed for broader ownership participation and 
large-scale capital mobilisation from the public.

•	A company limited by guarantee is incorporated 
primarily for non-profit purposes, including the 
promotion of commerce, art, science, religion, cul-
ture, education, research, sports, charity or similar 
objects. It has no share capital, and members 
undertake to contribute a specified amount to the 
company’s assets in the event of winding up.

•	An unlimited company is a corporate entity in 
which members have unlimited liability for the 
company’s debts and obligations in the event of 
winding up, although the company retains separate 
legal personality during its existence. This form 
is uncommon in practice and is typically adopted 
where members are willing to assume full financial 
exposure.

Partnerships
Partnerships involve two or more persons carrying 
on business with a view to profit. While traditional 
partnerships are governed by state partnership laws, 
CAMA recognises enhanced partnership structures 
that provide greater flexibility and liability protection.

•	A limited liability partnership (LLP) is a hybrid struc-
ture combining partnership flexibility with separate 
legal personality. It must have at least two part-
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ners, and partners’ liability is limited to their agreed 
contributions. LLPs are commonly used by profes-
sional and advisory firms.

•	A limited partnership (LP) consists of at least one 
general partner with unlimited liability and one or 
more limited partners whose liability is restricted to 
their capital contribution. Limited partners do not 
participate in management, and typically act as 
investors.

Business Names
A business name is the simplest form of business reg-
istration under CAMA and is commonly used by sole 
proprietors. It does not create a separate legal per-
sonality, and the proprietor bears unlimited personal 
liability for business debts and obligations. Regulatory 
requirements are minimal, making this structure suit-
able for small-scale enterprises.

Incorporated Trustees
Incorporated trustees are non-profit corporate bod-
ies formed for purposes such as religion, education, 
culture, charity, sports or social development. Upon 
registration under CAMA, the trustees become a body 
corporate with perpetual succession. These entities 
do not have shareholders or share capital, and are 
prohibited from distributing profits, making them suit-
able for associations and public interest organisations.

1.2	 Corporate Governance Legislation and 
Regulation
Corporate governance in Nigeria is shaped by stat-
ute, national codes, capital market rules and sector-
specific regulations. CAMA is the primary statutory 
source and governs directors’ duties, shareholder 
rights, meetings, disclosures and internal controls. 
This is complemented by the Nigerian Code of Cor-
porate Governance (NCCG 2018), issued by the 
Financial Reporting Council of Nigeria (FRCN), which 
provides best-practice principles on an “apply and 
explain” basis. Public companies are further regulated 
by the Securities and Exchange Commission Nigeria 
(SEC) and the listing and disclosure rules of Nigerian 
Exchange Limited (NGX), while sector regulators like 
the Central Bank of Nigeria (CBN), National Insurance 
Commission (NAICOM) and National Pension Com-
mission impose additional industry-specific stand-
ards.

1.3	 Companies With Publicly Traded Shares
Companies with publicly traded shares in Nigeria are 
subject to mandatory corporate governance obliga-
tions designed to promote transparency, accountabil-
ity and investor protection. These requirements are 
primarily enforced through the SEC Corporate Gov-
ernance Guidelines, the Investments and Securities 
Act 2025 (ISA 2025), the NCCG 2018 and the NGX 
Continuing Obligations Rules.

Key Requirements
•	Board composition and independence: public 

companies must have a minimum of five directors, 
including at least one Independent Non-Executive 
Director (INED). The roles of Chairperson and 
Chief Executive Officer (CEO) must be separate, 
to ensure effective checks and balances. The SEC 
also discourages excessive cross-directorships 
and interlocking family relationships, and restricts 
the movement of INEDs into executive roles within 
the same group.

•	Board committees: companies are required to 
establish a statutory Audit Committee to support 
financial oversight, regulatory compliance and the 
protection of shareholders’ interests. The commit-
tee is typically composed of two non-executive 
directors and three shareholders’ representatives, 
ensuring a balance between director oversight and 
shareholder participation.

•	Disclosure and transparency: public companies 
must publish periodic financial and governance 
disclosures on their websites, in line with filings 
to the SEC and NGX. They are also required to 
disclose shareholders with 5% or more control or 
voting rights, to ensure transparency of ownership.

•	Listing obligations (NGX): listed companies must 
comply with ongoing requirements, including quar-
terly, semi-annual and annual financial reporting, 
immediate disclosure of price-sensitive informa-
tion, and annual certification of compliance with 
governance standards.

•	Governance framework compliance: public com-
panies must comply with both the NCCG 2018 and 
the SEC Corporate Governance Guidelines, includ-
ing disclosure of governance practices and adher-
ence to the “apply and explain” approach.
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Corporate governance compliance for publicly traded 
companies in Nigeria is mandatory and enforceable. 
Non-compliance may attract regulatory sanctions, 
director liability, suspension or delisting, and signifi-
cant reputational damage.

1.4	 Stock Exchange Requirements 
Developments
Regulatory reforms introduced under the ISA 2025, 
together with related SEC circulars and NGX guide-
lines, have significantly tightened listing standards and 
corporate governance obligations for publicly traded 
companies and capital market operators (CMOs) in 
Nigeria. These reforms reflect a regulatory focus on 
accountability, transparency, board effectiveness and 
enhanced investor protection.

Board Structure and Composition
•	Heightened director accountability: under ISA 

2025, directors are now subject to enhanced 
personal civil and criminal liability for disclo-
sure failures and regulatory breaches. Directors 
are required to exercise individual due diligence 
and can no longer rely solely on collective board 
decisions or board approvals as a shield against 
liability.

•	Director tenure limits: new tenure limits have been 
introduced for directors of significant public inter-
est entities, providing that directors may serve a 
maximum of ten consecutive years on the same 
board and a cumulative maximum of 12 years 
within the same corporate group. These limits are 
designed to curb entrenchment and promote board 
refreshment.

•	Cross-directorship restrictions: membership on 
the boards of competing companies is now strictly 
prohibited, strengthening conflict-of-interest safe-
guards and protecting competitive integrity.

•	Prohibition of INED transmutation: a key SEC 
circular issued in June 2025 expressly prohibits 
the conversion of INEDs into executive directors 
or CEOs within the same company or group. This 
measure reinforces INED independence and pre-
serves objective oversight.

•	Cooling-off period for leadership roles: former 
CEOs or executive directors are prohibited from 
assuming the role of Board Chair until after a man-
datory three-year cooling-off period.

•	Mandatory AI oversight: boards are increasingly 
expected to oversee responsible use of AI, sup-
ported by formal AI governance frameworks, 
board-level policies and director training. While 
still emerging, this expectation signals regulators’ 
intent to treat AI risk as a core governance issue.

Disclosure Obligations
•	Expanded shareholding disclosure: directors are 

now required to disclose all shareholdings, includ-
ing direct and indirect interests, and proprietary, 
nominee and fiduciary holdings. These disclosures 
must be made prior to appointment and updated 
in annual reports, enhancing transparency around 
control and related-party interests.

•	ESG and sustainability reporting: regulators are 
embedding ESG considerations into board-level 
oversight. A phased implementation of sustainabil-
ity reporting is underway, with a voluntary adoption 
period for IFRS Sustainability Disclosure Stand-
ards from 2024–2027, and mandatory sustainabil-
ity reporting expected to commence from 2028.
Boards are therefore expected to begin integrating 
ESG governance structures ahead of full regulatory 
enforcement.

•	Real-time market disclosure: listed companies 
are now required to make real-time disclosure of 
price-sensitive information, marking a shift away 
from deferred or periodic disclosure models. This 
enhances market integrity and reduces information 
asymmetry.

Shareholders and Market Participants
•	Review of free-float requirements: regulators are 

actively reviewing free-float thresholds to improve 
market liquidity, particularly in large issuers where 
founding or controlling shareholders retain the 
majority of shares. This reform aims to expand 
public participation and deepen capital market 
activity.

•	Recapitalisation of CMOs: a major recapitalisation 
exercise for CMOs is ongoing, with a compliance 
deadline of 30 June 2027. The initiative is intended 
to strengthen systemic resilience, improve opera-
tional capacity and protect minority investors from 
market failures.

•	Enhanced minority shareholder protection: ISA 
2025 places stronger emphasis on minority inves-
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tor protection, including proposals for manda-
tory tender offer requirements in acquisition and 
change-of-control transactions. These measures 
aim to ensure fair exit opportunities and equitable 
treatment of minority shareholders.

2. Corporate Management

2.1	 Principal Bodies or Functions
The principal bodies involved in the governance and 
management of a company are as follows.

•	The board of directors is responsible for the stra-
tegic direction of the company and for appointing 
and supervising management. Under CAMA, it is 
vested with broad managerial powers but must act 
in good faith and in the best interests of the com-
pany and its stakeholders. To promote independ-
ence, CAMA prohibits one person from serving as 
both Chair and CEO.

•	Executive management handles the day-to-day 
operations of the company and implements its 
strategic plans. They are accountable to the board 
and must act in the best interests of the company.

•	Board committees support the board by provid-
ing focused oversight and making informed rec-
ommendations on key areas such as audit, risk, 
governance and remuneration.

•	he company secretary provides governance and 
administrative support, advises on legal and 
regulatory compliance, facilitates communication 
between the board and management, and ensures 
proper conduct of meetings and maintenance of 
statutory records.

•	Internal auditors assess internal controls, risk 
management systems and compliance, helping to 
detect inefficiencies and operational risks.

•	External auditors independently review the com-
pany’s financial statements and express an opinion 
on their accuracy and fairness.

•	Regulatory authorities are government agencies 
that oversee corporate activities to ensure compli-
ance with applicable laws and corporate govern-
ance standards.

•	The general meeting is the ultimate decision-mak-
ing body of the company. Under CAMA, mem-
bers exercise key powers such as appointing and 

removing directors, approving dividends, appoint-
ing auditors, and altering the company’s capital 
structure or constitutional documents.

Together, these bodies create a balanced governance 
framework built on accountability, transparency and 
effective control.

2.2	 Types of Decisions
The primary decision-making authority in a corporate 
entity rests with the board of directors, although deci-
sion-making responsibilities are distributed across dif-
ferent governance bodies depending on their roles. 
Importantly, some governance bodies do not have 
independent decision-making power but instead exist 
to support effective oversight, compliance and sound 
governance.

•	The board of directors is the central decision-mak-
ing organ of the company. It determines and over-
sees strategy, risk management, internal controls, 
corporate governance standards, performance 
management and overall corporate direction. It 
also shapes policies on structure, composition and 
remuneration, while ensuring transparency and 
accountability in line with CAMA.

•	Executive management is responsible for imple-
menting board decisions and handling daily opera-
tions. Its authority is delegated by the board and 
exercised within approved policies and strategic 
frameworks.

•	Statutory and board committees focus on spe-
cialised technical areas, such as audit, risk and 
remuneration. They do not make final decisions but 
provide analysis and recommendations to support 
board decision-making.

•	As the owners of the company, shareholders retain 
control over fundamental decisions reserved to 
them by law or the company’s articles of associa-
tion. These typically include the appointment and 
removal of directors, the appointment of external 
auditors, changes to share capital or business 
objectives, winding up, etc.

•	Regulators and government agencies influence 
corporate decision-making externally by enforcing 
compliance with laws, issuing guidelines and set-
ting governance standards that companies must 
follow.
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2.3	 Decision-Making Processes
The decision-making processes of key corporate 
bodies are structured and governed primarily by the 
company’s articles of association and the provisions 
of CAMA.

•	Board decisions are usually made at formally 
convened board meetings through resolutions after 
deliberation. Voting procedures are typically set 
out in the articles of association and are commonly 
based on a simple majority. Where urgency pre-
vents a meeting, decisions may be taken by written 
resolution, including electronic signatures of all 
directors, where permitted.

•	Shareholder decisions are made at general meet-
ings of the company. Voting procedures depend 
on the articles of association and the nature of the 
resolution. In some companies, voting rights are 
proportionate to shareholding, while in others each 
share carries equal voting power.

•	Executive management operates within the author-
ity delegated by the board. Its decision-making is 
focused on implementing board resolutions and 
making operational decisions necessary to achieve 
approved strategic objectives.

•	Other governance bodies (supporting structures), 
such as board committees, auditors, the company 
secretary and regulatory bodies, do not typically 
make binding corporate decisions. Instead, they 
follow structured processes such as committee 
deliberations, audits, compliance reviews and 
regulatory enforcement procedures. Their outputs 
– such as reports, recommendations and approvals 
– support and influence the decision-making of the 
board and shareholders, ensuring that decisions 
are informed, compliant and properly executed.

Overall, while the board and shareholders make formal 
corporate decisions, executive management ensures 
execution within the defined limits of authority, main-
taining alignment with the company’s strategic direc-
tion.

3. Directors and Officers

3.1	 Board Structure
In Nigeria, board structures are guided by CAMA and 
the NCCG 2018. A typical board comprises execu-
tive, non-executive and independent non-executive 
directors, ensuring a balance between management 
and oversight.

It is typically headed by a Chair, who leads the board, 
while the CEO manages the day-to-day operations, 
with both roles usually separated to ensure checks 
and balances. The board also operates through spe-
cialised committees such as the audit, risk manage-
ment, remuneration and nomination committees, 
which handle specific governance responsibilities.

3.2	 Board Members
The roles of board members are typically set out in the 
company’s board charter and are structured to ensure 
clear governance and accountability.

•	The board chair provides overall leadership to the 
board, ensures effective functioning and promotes 
cohesion in support of the company’s strategic 
objectives. Under the NCCG 2018, the Chair 
should not sit on any board committee, in order to 
preserve independence.

•	Non-executive directors provide independent over-
sight by monitoring management’s execution of 
strategy, constructively challenging decisions, and 
ensuring alignment with the board’s governance 
framework and risk appetite.

•	INEDs perform similar roles to non-executive direc-
tors, with the key distinction being that they have 
no material interest in the company and provide 
objective judgement, enhancing transparency and 
impartiality.

•	Executive directors/management typically include 
the CEO and other senior executives (such as the 
CFO and COO), and are responsible for day-to-
day operations and the implementation of board-
approved strategies.

3.3	 Board Composition
Board composition in Nigeria refers to the mix of direc-
tors in terms of number, independence, skills, experi-
ence and diversity. Under CAMA, private companies 
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(except small companies) must have at least two 
directors, while public companies must have a mini-
mum of three directors, including at least one INED. 
Boards are typically composed of executive directors 
and non-executive directors, including independent 
non-executive directors who provide objective over-
sight. Best practice, as reflected in the NCCG 2018, 
recommends that non-executive directors form the 
majority of the board. There is also growing empha-
sis on diversity in skills, experience and gender, to 
strengthen board effectiveness and decision-making.

3.4	 Appointment and Removal of Directors/
Officers
The appointment, rotation and removal of directors 
in Nigeria are governed primarily by CAMA and the 
company’s internal governance documents.

•	Appointment: the first directors are appointed by 
the promoters at incorporation, while subsequent 
directors are appointed by shareholders through 
an ordinary resolution at a general meeting. Where 
a casual vacancy arises (eg, death, resignation or 
removal), the board may appoint a replacement, 
subject to shareholder ratification at the next gen-
eral meeting.

•	Disqualification: persons disqualified from acting 
as directors include minors (under 18), persons of 
unsound mind, individuals removed or disqualified 
for insolvency, fraud or bankruptcy, and corporate 
bodies (except through a nominated representa-
tive).

•	Retirement and re-election: unless otherwise pro-
vided in the articles, all directors retire at the first 
AGM, and thereafter one third retire annually by 
rotation. Retiring directors may be reappointed.

Removal of a Director Under CAMA in Nigeria
Unless otherwise provided in a company’s articles of 
association or board charter, the removal of a director 
in Nigeria is governed by CAMA. The process begins 
with the issuance of a special notice of the resolution 
to the company at least 28 days before the meeting.

Upon receipt, the company secretary must send a 
copy of the notice to the affected director and issue 
notice of the meeting to members at least 21 days 
before the meeting, including any representations 

made by the director. The director has the right to be 
heard at the meeting and may present his or her case, 
following which the company may pass an ordinary 
resolution to remove the director or otherwise.

3.5	 Independence of Directors
CAMA establishes directors as fiduciaries, requiring 
them to act in good faith and in the best interests of 
the company. Directors must avoid conflicts of interest 
and disclose any direct or indirect interests, including 
personal or related-party dealings. CAMA also pro-
motes board independence through the inclusion of 
INEDs and the separation of the roles of Chair and 
CEO.

The NCCG 2018 further defines independence as 
freedom from relationships that may impair objec-
tive judgement, and recommends a majority of non-
executive and independent directors on the board. 
The SEC has reinforced these standards with rules on 
tenure limits and cooling-off periods, and restrictions 
on transitioning independent directors into executive 
roles.

In practice, conflicts are managed through disclosure, 
transparency and recusal where necessary.

3.6	 Legal Duties of Directors/Officers
Directors’ duties extend to company officers and are 
statutorily defined under CAMA. They include the obli-
gation to:

•	act in good faith and in the best interests of the 
company, preserving its assets and advancing its 
objectives;

•	exercise due care, skill and diligence, having 
regard to what a reasonably competent director 
would do, including consideration of environmental 
impacts;

•	consider the interests of employees and members 
when making decisions;

•	use powers only for proper purposes, and not for 
collateral or personal aims;

•	exercise independent judgement, without being 
bound to vote in a predetermined way;

•	delegate powers responsibly, without abdicating 
oversight or accountability;
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•	avoid conflicts of interest, whether actual or poten-
tial; and

•	refrain from making secret profits, and account fully 
to the company for any improper gain.

3.7	 Responsibility/Accountability of Directors
Under Nigerian law, directors owe their primary duties 
to the company as a separate legal entity, not to indi-
vidual shareholders or other stakeholders. They must 
act in good faith to promote the company’s objectives 
and long-term success.

However, in fulfilling this duty, directors are expected 
to consider broader stakeholder interests, including 
those of employees and shareholders, and the impact 
of the company’s activities on the environment and 
society. They must also consider the long-term con-
sequences of their decisions.

While these considerations do not override the duty 
owed to the company, they help to define what act-
ing in the company’s best interests means in practice, 
reflecting a more stakeholder-aware and sustaina-
bility-focused approach to corporate governance in 
Nigeria.

3.8	 Breach of Directors’ Duties
Under Nigerian law, particularly CAMA, directors owe 
their duties primarily to the company as a separate 
legal entity, meaning the company is the main par-
ty entitled to sue for breaches. Remedies available 
include injunctions, damages and rescission of con-
tracts. However, shareholders may bring actions (typi-
cally derivative suits) where the company is unwilling 
or unable to act, such as in cases of illegal or ultra vires 
acts, fraud, infringement of personal rights or misuse 
of resolutions, or where directors profit from breaches. 
Regulatory oversight is also exercised by bodies like 
the FRCN, the SEC and the CBN, which may impose 
sanctions for non-compliance with governance rules. 
Consequences for breach can include removal from 
office, personal liability for losses, regulatory fines and 
clawback of improperly earned incentives.

3.9	 Other Claims/Enforcement Against 
Directors/Officers
Directors and officers of companies in Nigeria are 
subject to a range of legal and regulatory obligations 

designed to ensure accountability, transparency and 
sound corporate governance. Where these obliga-
tions are breached, liability may arise from several 
legal and regulatory frameworks, depending on the 
nature and severity of the misconduct.

•	Statutory and regulatory framework: Nigerian 
companies operate within a robust statutory envi-
ronment governed by laws and regulatory institu-
tions. Directors and officers are required to comply 
strictly with applicable laws, regulations and corpo-
rate governance codes. Failure to do so may result 
in regulatory investigations, sanctions, penalties or 
other enforcement actions.

•	Common law principles: under common law, direc-
tors owe fiduciary duties to the company, includ-
ing duties of care, skill, diligence and loyalty. A 
breach of these duties – such as negligence, abuse 
of power or breach of trust – may expose direc-
tors to personal liability. Courts may hold directors 
accountable where their conduct falls below the 
standard expected of a reasonably diligent director 
acting in good faith.

•	Shareholder remedies: shareholders may initi-
ate legal proceedings against directors through 
derivative actions (on behalf of the company) or 
direct claims where their personal rights have been 
affected. These actions typically arise in cases 
of misconduct, mismanagement or breaches of 
fiduciary duty that harm the company or its share-
holders.

•	Criminal liability: in addition to civil liability, direc-
tors and officers may face criminal prosecution 
under Nigerian law for offences such as fraud, 
insider trading, misappropriation of funds or other 
financial crimes. Convictions may result in fines, 
imprisonment or both, depending on the nature 
and gravity of the offence.

•	Tortious liability: directors may also be liable in tort 
for wrongful acts that cause harm to third parties or 
the company, including negligence, misrepresenta-
tion and defamation. Such liability is independent 
of contractual or fiduciary obligations, and may 
arise where a duty of care is breached.

•	Regulatory enforcement actions: regulatory bod-
ies such as the SEC, the Corporate Affairs Com-
mission (CAC), the NGX and the FRCN, etc, are 
empowered to enforce compliance with relevant 
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laws and regulations. These institutions may 
impose sanctions, issue directives, suspend trad-
ing privileges or take other disciplinary actions 
against companies and their directors for non-
compliance.

Limitation of Directors’ Liability
Generally, directors are protected from personal 
liability for decisions made in the ordinary course of 
business, provided such decisions are taken in good 
faith, with due care, and in the best interests of the 
company. However, this protection is not absolute. 
Where misconduct, fraud, gross negligence or breach 
of fiduciary duty is established, courts and regulators 
may “lift the corporate veil”, thereby holding directors 
personally accountable for their actions.

3.10	 Payments to Directors/Officers
The remuneration of non-executive directors is 
determined by the company in a general meeting. 
In practice, the board typically submits a proposed 
remuneration package to shareholders based on the 
recommendation of the committee responsible for 
nomination, governance and remuneration. In formu-
lating such proposals, consideration is usually given 
to prevailing industry standards, the expected time 
commitment of directors, and the financial capacity 
of the company.

The remuneration structure for non-executive directors 
is generally limited to directors’ fees and sitting allow-
ances. These payments are required to be disclosed 
in the company’s annual report in line with applicable 
corporate governance and financial reporting require-
ments. Importantly, non-executive directors are not 
permitted to receive performance-based compensa-
tion, to preserve their independence and objectivity in 
oversight functions.

Executive directors, who are also employees of the 
company, typically have their remuneration set out 
in their employment contracts or letters of appoint-
ment. The Remuneration Committee is responsible for 
designing these packages to align with the company’s 
long-term objectives and ensuring they are structured 
to attract and retain competent leadership, without 
the involvement of executive directors in determining 
their own pay.

Their remuneration generally includes a fixed annual 
salary and benefits such as healthcare, housing, car, 
travel and telephone allowances, as well as perfor-
mance-based incentives. These packages are subject 
to board approval and must be disclosed to share-
holders in line with regulatory requirements. Executive 
directors are not entitled to directors’ fees or sitting 
allowances.

In line with the NCCG 2018, companies are also 
required to implement clawback provisions, enabling 
the recovery of performance-based pay where finan-
cial results are later found to be materially mis-stated.

4. Shareholders

4.1	 Companies and Shareholders
The relationship between a shareholder and a com-
pany is fundamentally contractual in nature. It is gov-
erned by the company’s constitutional documents 
(primarily the shareholders’ agreement and the mem-
orandum and articles of association), which operate 
as binding covenants between the company and its 
members. Accordingly, shareholders are required to 
comply with the provisions contained in these govern-
ing instruments.

Shareholding confers a right of participation in the 
company rather than a direct proprietary interest in 
its underlying assets. While shareholders do not own 
the company’s assets, they are entitled, in proportion 
to their shareholding, to dividends from distributable 
profits and, upon winding-up, to any surplus assets 
remaining after all creditors have been fully satisfied.

Generally, shareholders enjoy limited liability and 
are not responsible for the acts or obligations of the 
company. However, in exceptional circumstances, 
the corporate veil may be pierced, thereby imposing 
personal liability on shareholders where the company 
structure is abused or used for fraudulent or improper 
purposes.

Information on a company’s shareholders and their 
respective shareholdings can typically be obtained 
from the company’s records, including its profile on 
the CAC portal.
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4.2	 Role of Shareholders
Role of Shareholders and Matters Reserved for 
Their Approval
Shareholders are generally not involved in the day-
to-day management of a company; this responsibility 
is vested in the board of directors in accordance with 
applicable law and the company’s articles of asso-
ciation. However, certain fundamental decisions are 
reserved exclusively for shareholder approval, typi-
cally including but not limited to:

•	the appointment and removal of directors;
•	the determination of directors’ remuneration;
•	the appointment and remuneration of auditors;
•	alteration of the company’s share capital;
•	amendment of the memorandum and articles of 

association;
•	conversion of the company (eg, private to public, 

limited to unlimited, and vice versa);
•	change of the company’s name;
•	making the liability of directors unlimited;
•	the appointment of a director over 70 years of age 

in a public company;
•	the sale or transfer of major company assets;
•	the winding up of the company;
•	an application for striking the company from the 

CAC register; and
•	the declaration of dividends.

Shareholders exercise these powers through resolu-
tions passed at general meetings. However, under 
CAMA, private companies may also pass written reso-
lutions without convening a meeting, provided such 
resolutions are signed by all shareholders.

4.3	 Shareholder Meetings
CAMA provides for two principal types of sharehold-
ers’ meetings: the Statutory Meeting and the Annu-
al General Meeting (AGM). A Statutory Meeting is 
required to be held within six months of incorpora-
tion and applies only to public companies. The AGM, 
however, is mandatory for all companies except small 
companies and single-member companies, and must 
be held annually unless otherwise exempted by law.

Under CAMA, no more than 15 months should elapse 
between one AGM and the next. The CAC may grant 
an extension for holding an AGM, provided such 

extension does not exceed three months. Notice of 
an AGM must be given at least 21 days in advance, 
although shorter notice is permissible where all share-
holders entitled to attend and vote so consent.

Statutory and Annual General Meetings are generally 
required to be held within Nigeria. However, they may 
be conducted electronically, provided such arrange-
ments are consistent with the company’s articles of 
association.

Business transacted at AGMs is classified into ordi-
nary and special business. Ordinary business includes 
the declaration of dividends, the presentation of finan-
cial statements, directors’ and auditors’ reports, the 
election of directors in place of those retiring, and the 
appointment, remuneration or removal of auditors and 
directors. Special business refers to any matters out-
side the scope of ordinary business.

At general meetings, resolutions are ordinarily decided 
by a show of hands, unless a poll is demanded by 
the chair, at least three members present in person 
or by proxy, or members representing not less than 
one-tenth of the total voting rights of those present 
and entitled to vote.

In addition, private companies may pass written 
resolutions without convening a meeting, provided 
all members entitled to vote sign the resolution. The 
mechanism offers greater flexibility in corporate deci-
sion-making while maintaining full shareholder con-
sent.

4.4	 Shareholder Claims
As a general rule, only the company itself is entitled 
to institute proceedings in respect of any breach of 
duty or wrongdoing committed against it by its direc-
tors. The rule reflects the principle of separate legal 
personality and majority rule in corporate governance.

However, CAMA provides a structured set of excep-
tions that allow shareholders to bring claims against 
the company or its directors in appropriate circum-
stances, particularly to protect minority interests and 
prevent the abuse of power.
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Injunctive and Declaratory Relief
Shareholders may apply to court for an injunction or 
declaration to restrain the company from:

•	entering into illegal or ultra vires transactions;
•	carrying out by ordinary resolution actions that 

require a special resolution under the articles or the 
law;

•	infringing on a shareholder’s rights as a member;
•	committing fraud against the company or minority 

shareholders where directors fail to act;
•	proceeding where it is impracticable to convene a 

meeting in time to remedy a wrong; or
•	actions where directors have benefited, or are likely 

to benefit, from negligence or breach of duty.

Personal Actions
A shareholder may bring a personal action where their 
individual rights as a member are infringed. These 
rights include entitlement to notice of meetings, voting 
rights, receipt of declared dividends, and attendance 
at meetings.

Derivative Actions
CAMA also permits shareholders to bring derivative 
actions on behalf of the company where directors are 
in breach of fiduciary duty and the board refuses or 
fails to act. To proceed, a shareholder must obtain 
leave of court and demonstrate that the action is 
brought in good faith and is in the best interest of the 
company.

Protection Against Oppression
A shareholder may also petition the court where the 
affairs of the company are conducted in a manner 
that is oppressive, unfairly prejudicial, discriminatory 
or contrary to public interest.

Interests of Justice
In addition to statutory remedies, courts may entertain 
shareholder claims where the circumstances are such 
that the interests of justice require judicial intervention.

4.5	 Shareholders in Publicly Traded 
Companies
In publicly traded companies, shareholders are sub-
ject to statutory disclosure obligations once they 
acquire a significant interest in the company. Under 

the ISA 2025 and SEC regulations, any person who 
acquires 5% or more of a company’s voting shares 
is required to notify both the company and the SEC 
within the prescribed timeframe – typically within ten 
business days.

Shareholders are also required to disclose any subse-
quent material changes in their shareholding, including 
further acquisitions or disposals that alter their owner-
ship percentage. Upon receipt of such notifications, 
the company is obligated to inform the exchange and 
update its records accordingly. These requirements 
are designed to promote market transparency, deter 
insider dealing, and ensure that regulators and inves-
tors are fully informed of significant ownership chang-
es in listed entities.

Beyond listed entities, the Persons with Significant 
Control (PSC) Regulations impose disclosure obliga-
tions on all companies, not only listed entities. A per-
son is deemed to have significant control where they 
hold or control at least 5% of the company’s shares 
or voting rights, and such person must be a natural 
person.

Under this framework, a PSC is required to notify 
the company of their interest within seven days of 
acquiring significant control. The company must then 
notify the CAC within one month, update its register 
of members accordingly, and reflect the information 
in its annual returns.

Collectively, these disclosure requirements strengthen 
corporate transparency and enhance accountability in 
both listed and unlisted companies in Nigeria.

5. Corporate Reporting and 
Disclosures

5.1	 Financial Reporting Requirements
In Nigeria, companies are subject to mandatory annual 
and periodic financial reporting requirements designed 
to ensure transparency, accountability and regulatory 
compliance. These obligations vary depending on the 
nature of the company and the regulatory framework 
governing its operations, with additional sector-spe-
cific requirements imposed by relevant authorities.
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•	CAMA requirements: all companies are required to 
prepare and file their annual financial statements 
with the CAC within 42 days after the AGM.

•	Publicly quoted companies: companies listed on 
the (NGX must submit annual financial statements, 
quarterly reports and corporate governance reports 
to the NGX in accordance with listing and disclo-
sure requirements. They are also subject to con-
tinuous disclosure obligations, including the timely 
reporting of price-sensitive information, insider 
transactions and material changes in shareholding.

•	All public companies (whether listed or unlisted) 
are required to file annual financial statements, 
quarterly reports and corporate governance reports 
with the SEC, in addition to meeting any other peri-
odic reporting requirements prescribed by the SEC.

•	Public interest entities are required to file annual 
financial statements and corporate governance 
reports with the FRCN.

•	Insurance operators must submit annual audited 
financial statements, statutory returns and solven-
cy-related reports to the NAICOM in accordance 
with sectoral regulatory requirements.

•	Banks and other financial institutions are required 
to file annual financial statements, bi-annual 
reports and quarterly reports with the CBN.

•	Special statutory returns (selected institutions): 
banks, insurance companies and deposit, provi-
dent or benefit societies are also required to file a 
Statement of Affairs (Fourteenth Schedule) with the 
CAC on the first Monday of February and the first 
Tuesday of August each year.

5.2	 Corporate Governance Arrangement 
Disclosure
Companies in Nigeria are required to disclose their 
level of compliance with the NCCG 2018 on an annual 
basis. This disclosure must clearly outline the extent 
of compliance and, where applicable, provide expla-
nations for any areas of non-compliance.

The NCCG compliance report is required to be filed 
with the FRCN on or before March 31st each year. 
For publicly listed companies, a governance report 
must also be submitted to the NGX within the same 
timeframe.

Furthermore, public companies are required to submit 
an annual corporate governance report in line with the 
SEC Corporate Governance Guidelines on or before 
January 31st each year.

Beyond regulatory filings, companies also typically 
include disclosures on their governance practices 
within their annual reports, providing stakeholders 
with broader insight into board structure, governance 
policies and oversight mechanisms.

5.3	 Incorporation and Registration
In Nigeria, the CAC is the statutory body responsi-
ble for the incorporation and regulation of compa-
nies under CAMA. It serves as the central registry for 
corporate entities, ensuring that businesses operate 
within a structured legal and regulatory framework.

Statutory Filings with the CAC
Companies are required to make a range of statu-
tory filings to maintain compliance and legal standing, 
including but not limited to:

•	annual returns and audited financial statements;
•	notices of the appointment, resignation or removal 

of directors;
•	the appointment or change of company secretary 

and external auditors;
•	the allotment or transfer of shares;
•	an increase or reduction of share capital;
•	an alteration of the memorandum or articles of 

association;
•	a change of the registered office address; and
•	changes in persons with significant control.

These filings are generally accessible to the public and 
may be inspected or obtained through the CAC portal. 
often upon the payment of prescribed fees.

Non-Compliance
Failure to comply with statutory filing obligations 
within the prescribed timelines may attract penalties, 
which may take the form of either one-off fines or daily 
default fines, depending on the nature of the breach. 
Failure to file annual returns as and when due may 
also result in the company being classified as inactive 
on the CAC portal. Continued non-compliance for a 
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period of ten consecutive years may ultimately lead to 
the company being struck off the register.

Regulatory and Supervisory Powers of the CAC
The CAC exercises broad oversight functions, includ-
ing the authority to:

•	register and regulate companies;
•	inspect corporate records for compliance with 

statutory requirements;
•	investigate breaches of CAMA and impose sanc-

tions or corrective measures; and
•	strike off companies that are non-compliant or no 

longer in operation.

Digital Compliance Reforms
In recent years, the CAC has introduced digital reforms 
aimed at improving efficiency and transparency, with 
all statutory filings now processed electronically 
through its online portal.

5.4	 Global Anti-Money Laundering
Nigeria’s anti-money laundering (AML) regime is 
aligned with global standards set by the Financial 
Action Task Force (FATF) and implemented through 
local laws and regulators, including the Nigerian 
Financial Intelligence Unit (NFIU), CBN, SEC and Spe-
cial Control Unit Against Money Laundering.

AML obligations vary by risk profile, with enhanced 
requirements for banks, fintechs, capital market oper-
ators, casinos, real estate businesses and other Des-
ignated Non-Financial Businesses and Professions 
(DNFBPs). Under the Money Laundering (Preven-
tion and Prohibition) Act 2022, large and suspicious 
transactions must be promptly reported to the NFIU, 
detailed records retained for at least five years, and 
customer due diligence conducted, including disclo-
sure of beneficial owners through the CAC register.

AML compliance is a board-level responsibility: regu-
lators require boards to approve AML policies, over-
see risk management, support independent compli-
ance functions, and receive regular reports. Directors 
may face personal liability where AML breaches occur 
through their consent, connivance or neglect, includ-
ing criminal exposure in serious cases, while compa-
nies risk fines, asset forfeiture or winding-up. The law 

nevertheless protects directors and employees who 
make AML reports in good faith from civil or criminal 
liability.

6. Audit, Risk and Internal Controls

6.1	 External Auditors
In accordance with CAMA, every company except a 
small company as defined under Section 394 (3), or 
a company that has not commenced business since 
incorporation, is required to appoint an external audi-
tor to audit its financial statements.

A fundamental requirement governing the auditor–
company relationship is independence. To safeguard 
this, an auditor is generally not permitted to serve the 
same company for more than ten consecutive years, 
after which a seven-year cooling-off period must be 
observed before reappointment. The audit engage-
ment partner is also required to rotate every five years. 
A cooling-off period is also expected before any mem-
ber of the audit team may be employed by the com-
pany, to avoid conflicts of interest.

Companies are further expected to establish clear pol-
icies governing the appointment and independence of 
external auditors, including defining the permissible 
scope of any non-audit services that may be provided 
by the auditor.

6.2	 Risk Management and Internal Controls
In Nigeria, geopolitical risk is not governed by a sin-
gle dedicated framework but is instead addressed 
through sector-specific regulatory requirements and 
enterprise risk management expectations set by regu-
lators such as the CBN and SEC.

Under the NCCG 2018 and other sector-specific regu-
lations, the board of directors has primary responsibil-
ity for risk management and internal controls, and is 
required to establish a robust risk management frame-
work to identify, assess and mitigate risks, and ensure 
its integration into day-to-day operations. This over-
sight is typically exercised through the Board Audit 
and Risk Management Committee, which monitors 
risk exposures, reviews internal control effectiveness, 
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and ensures regular updates in response to emerging 
risks.

Operational responsibility for managing geopolitical 
and other enterprise risks is delegated to manage-
ment, particularly the Risk and Compliance functions, 
which report periodically to the board.

Sanctions compliance is also subject to board over-
sight, usually through the Audit or Risk Committee. 
Management is responsible for implementing sanc-
tions screening and compliance controls to prevent 
dealings with sanctioned individuals, entities or juris-
dictions, while the board ensures appropriate systems 
are in place and receives regular compliance updates.

7. Environmental, Social and 
Governance

7.1	 ESG Requirements
ESG reporting in Nigeria is currently governed by a 
combination of corporate governance codes, capital 
market regulations, financial reporting standards and 
sector-specific requirements, with a gradual transition 
toward IFRS S1 and S2 adoption.

Companies are generally required to:

•	disclose annual compliance with the NCCG 2018, 
including clear information on governance struc-
tures, policies and practices, and environmental 
and social risks and opportunities;

•	file corporate governance and material ESG risk 
disclosures with the SEC, particularly for public 
companies;

•	provide ESG-related disclosures under NGX listing 
rules, including material ESG risks;

•	include governance and risk disclosures in finan-
cial reporting in line with FRCN requirements and 
applicable IFRS standards; and

•	comply with sector-specific ESG requirements 
issued by regulators such as the CBN, NAICOM 
and others, depending on industry.

7.2	 ESG Developments
Nigeria’s corporate landscape is currently undergoing 
a significant transformation in relation to sustainability 

and ESG reporting. The federal government has for-
mally endorsed the IFRS S1 (General Requirements 
for Disclosure of Sustainability-related Financial Infor-
mation) and IFRS S2 (Climate-related Disclosures) 
standards, aligning Nigeria with globally recognised 
sustainability reporting frameworks.

In support of this transition, key regulators including 
the FRCN, SEC, NGX and CBN have developed a co-
ordinated roadmap to progressively transition com-
panies from voluntary to mandatory ESG disclosure.

The current phase is a voluntary adoption period, dur-
ing which companies are expected to begin building 
internal capacity, strengthening data collection sys-
tems and integrating ESG considerations into gov-
ernance, risk management and financial reporting 
processes. This transition period is intended to allow 
organisations to align their reporting frameworks with 
IFRS S1 and S2 requirements ahead of full implemen-
tation.

This voluntary phase runs until 31 December 2027, 
after which mandatory compliance will be phased 
in. From 1 January 2028, ESG reporting will become 
mandatory for all public interest entities in Nigeria. At 
that stage, affected entities will be required to provide 
structured, consistent and auditable sustainability dis-
closures, including climate-related risks and opportu-
nities, governance oversight and impact on financial 
performance.

This regulatory shift represents a major evolution in 
Nigeria’s corporate reporting environment, moving 
from fragmented sustainability disclosures toward a 
standardised, globally aligned ESG reporting regime.

8. Artificial Intelligence

8.1	 Board Oversight of AI
In Nigeria, board oversight of AI is currently governed 
by a combination of general corporate governance 
duties, data protection law, sector-specific regulation 
and emerging national AI policy, rather than a dedi-
cated AI statute. Boards are not required to establish 
AI-specific committees nor appoint AI specialists, 
but are expected to actively oversee AI-related risks, 
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controls and compliance as part of their fiduciary and 
governance responsibilities.

Under CAMA, directors owe duties of care, skill and 
diligence, which extend to oversight of material risks 
arising from the deployment of AI systems. The Nige-
ria Data Protection Act 2023 further strengthens this 
obligation where AI involves personal data, requiring 
appropriate governance, accountability and, where 
applicable, data protection impact assessments for 
high-risk processing, such as automated decision-
making and profiling.

Sector regulators (particularly in financial services and 
capital markets) also expect boards to oversee tech-
nology-driven risks, including algorithmic decision-
making, model risk, cybersecurity and compliance 
failures. These responsibilities are typically discharged 
through existing Audit, Risk or Compliance Commit-
tees, rather than AI-specific structures.

In addition, Nigeria’s National Artificial Intelligence 
Strategy (2024–2030) and proposed AI legislation indi-
cate a policy shift towards more formalised AI gov-
ernance, including clearer expectations around ethical 
use, risk management and senior-level accountability.

Overall, while Nigeria does not yet impose explicit 
statutory requirements for AI-focused board struc-
tures, boards are already expected to ensure robust 
oversight of AI-related risks within existing govern-
ance, risk and compliance frameworks, with more 
prescriptive obligations likely to emerge as regulation 
evolves.

8.2	 AI Use-Related Risks
Nigeria does not yet have a dedicated AI statute, but 
AI-related risks including reputational, ethical, data 
protection and cybersecurity risks are addressed 
through a combination of existing governance frame-
works, including internal policies. These frameworks 
require boards to oversee technology-driven risks, 
ensure adequate controls and protect stakeholder 
trust and corporate reputation.

Key developments in 2025 include the implementa-
tion phase of Nigeria’s National Artificial Intelligence 
Strategy (2024–2030), increased regulatory focus on 

automated systems in regulated sectors (especially 
finance), and continued legislative activity around 
proposed AI-specific bills. These developments sig-
nal a shift toward risk-based AI governance, greater 
accountability and clearer expectations for senior 
management and board oversight, even ahead of 
formal AI legislation.

In practice, AI strategy and oversight sit with the 
board, as part of its overall responsibility for strategy 
and risk. Day-to-day AI risk management is typically 
handled by management, supported by compliance, 
legal, IT and data protection functions. Oversight and 
assurance are commonly exercised through existing 
Risk, Audit or Compliance Committees, rather than 
standalone AI committees.

8.3	 Liability Exposures Arising From AI Use
Although Nigeria does not yet have AI-specific liability 
legislation, boards and officers face significant poten-
tial liability exposure arising from the use of AI under 
existing corporate, regulatory, data protection and 
criminal law frameworks.

•	Disclosure and governance failures: directors 
may be liable where AI materially affects business 
operations or risk profiles but is not adequately dis-
closed or properly overseen. This may constitute a 
breach of fiduciary duties under CAMA, particularly 
where boards fail to exercise reasonable care, skill 
and diligence in supervising AI-related risks.

•	Unfair or discriminatory outcomes: AI-driven deci-
sions (such as credit scoring, recruitment, pricing 
or profiling) may give rise to bias, unfairness or 
lack of transparency. This can trigger liability under 
the Nigeria Data Protection Act 2023, consumer 
protection principles, and directors’ general duties 
to act fairly and in good faith.

•	Data protection and cybersecurity breaches: AI 
systems often process large volumes of personal 
data, increasing exposure to breaches, unlawful 
profiling or excessive processing. Boards may face 
regulatory sanctions or civil liability for inadequate 
oversight of data protection, security controls and 
incident response mechanisms.

•	Operational and safety failures: where AI systems 
malfunction or are improperly deployed, particularly 
in regulated or safety-critical sectors, directors may 
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be exposed for weak internal controls, inadequate 
risk management or failure of supervision.

•	Intellectual property and confidentiality risks: AI 
use may result in IP infringement, leakage of con-
fidential information or misuse of proprietary data. 
Liability may arise where governance and control 
over AI tools and data inputs are insufficient.

•	Reputational harm: AI-related incidents (such as 
bias, misinformation or unethical deployment) can 
lead to significant reputational damage. Boards 
may face scrutiny or shareholder action where 
such risks were foreseeable but not properly man-
aged.

Liability may arise through multiple channels, includ-
ing:

•	regulators (eg, NDPC, SEC, CBN and sector 
regulators) imposing administrative sanctions and 
compliance penalties;

•	shareholders, through derivative or direct actions 
for breach of directors’ duties;

•	affected individuals or counterparties, via civil 
claims such as negligence, misrepresentation or 
data protection breaches; and

•	law enforcement agencies, where AI use involves 
fraud, cybercrime or other criminal conduct.

In Nigeria, while AI-specific liability rules are not yet 
codified, existing legal frameworks already create 
meaningful exposure for boards and officers. Liability 
primarily arises from failures in governance, oversight, 
disclosure and compliance rather than from AI use 
itself, making strong board-level supervision essential.

8.4	 Key Disclosure Requirements for AI Use
Nigeria does not currently impose AI-specific man-
datory disclosure requirements. However, existing 
corporate, securities and data protection frameworks 
create indirect disclosure obligations where AI use is 
material to a company’s operations, risks or financial 
position.

Under CAMA, directors must ensure that annual 
reports fairly disclose material risks and governance 
matters, which may include AI-related risks and gov-
ernance issues where relevant. For listed companies, 
SEC and NGX rules require disclosure of all material 
information relevant to investors, including AI-related 
risks, incidents or dependencies that could affect per-
formance, compliance or reputation, even though AI 
is not explicitly referenced.

The Nigeria Data Protection Act 2023 further drives 
disclosure expectations for AI systems involving auto-
mated decision-making, profiling or high-risk data 
processing, particularly in the event of data breaches 
or significant incidents.

In practice, AI disclosures in Nigeria are principles-
based rather than prescriptive, and typically appear 
within risk factor disclosures, internal control and gov-
ernance sections, ESG narratives or prospectus risk 
disclosures where AI is central to the business model.
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Jackson, Etti & Edu (JEE) is a leading full-service law 
firm with over 25 years of experience and a strong 
track record of excellence. The firm is recognised for 
its sector-focused expertise across the public sector, 
energy and infrastructure, financial services, technol-
ogy, media and entertainment, fast-moving consum-
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Capital Requirements and the Consolidation of 
Nigeria’s Financial Services Sector
Introduction
Capital requirements refer to the minimum financial 
resources that a regulated institution such as a bank 
or insurance company must maintain in order to oper-
ate. These requirements serve as a financial buffer 
that enables institutions to absorb losses, remain sol-
vent during periods of economic stress, and continue 
to meet their obligations to customers, depositors and 
policyholders. In practical terms, they are designed 
to ensure that financial institutions remain stable and 
trustworthy even in difficult economic conditions.

In Nigeria, capital requirements apply across both the 
banking and insurance sectors and are set by regula-
tory authorities such as the Central Bank of Nigeria 
(CBN) and the National Insurance Commission (NAI-
COM). While these requirements have historically 
functioned as prudential safeguards, recent regulatory 
developments show a clear shift toward using capi-
tal thresholds as deliberate tools for restructuring the 
financial system and strengthening market stability.

In 2026, Nigeria’s financial services sector entered a 
significant phase of recapitalisation and consolida-
tion. The shift has reshaped competitive dynamics 
across the industry and is expected to have long-term 
implications for governance, investment confidence 
and sector resilience.

Understanding capital requirements in context
At their core, capital requirements are designed to 
ensure that institutions maintain enough financial 
cushion to withstand unexpected losses. This cush-
ion protects not only the institutions themselves but 
also the wider financial system and the public who 
depend on them. However, capital requirements are 
not static; they evolve in response to economic reali-
ties, regulatory priorities and financial system risks. In 
Nigeria, this evolution has become more pronounced 
in recent years as regulators seek to strengthen insti-
tutional capacity and reduce systemic vulnerability.

Today, capital requirements serve a dual purpose. 
First, they ensure that institutions remain financially 
sound. Second, they act as instruments for shaping 
the structure of the financial sector by encouraging 
consolidation, improving governance standards and 
eliminating weak or undercapitalised players.

Evolution of capital requirements in Nigeria
The history of capital regulation in Nigeria reflects a 
gradual but important shift in regulatory philosophy. 
Initially, capital requirements were introduced primar-
ily as prudential measures aimed at protecting deposi-
tors and policyholders. The focus was on ensuring 
that each institution met minimum financial thresholds 
necessary for basic operational safety.

Over time, however, this approach has evolved signifi-
cantly. Regulators have increasingly recognised that 
capital requirements can be used not only to super-
vise institutions but also to reshape the financial sys-
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tem as a whole. This shift is particularly evident in the 
actions of the CBN and NAICOM, both of which have 
progressively increased capital thresholds across reg-
ulated institutions. These reforms are driven by the 
need to ensure that financial institutions are resilient 
enough to withstand macroeconomic pressures such 
as inflation, exchange rate volatility and global finan-
cial uncertainty.

As a result, capital regulation in Nigeria has moved 
from a reactive supervisory mechanism to a proactive 
structural reform tool. Rather than simply responding 
to institutional weakness after it occurs, regulators are 
now actively influencing market structure and com-
petitiveness. The 2026 recapitalisation cycle in both 
banking and insurance represents the clearest expres-
sion of this shift, marking a transition towards a more 
consolidated and capital-intensive financial system.

Key drivers of recapitalisation in Nigeria
The tightening of capital requirements across Nigeria’s 
financial services sector is driven by a combination 
of economic, regulatory and strategic considerations.

Macroeconomic pressures
Nigeria’s economic environment has been charac-
terised by persistent inflation, currency volatility and 
external shocks. These conditions increase the risk 
exposure of financial institutions, and make stronger 
capital buffers necessary to ensure resilience and sta-
bility.

Systemic stability objectives
Regulators are increasingly focused on reducing sys-
temic risk. The failure of one major institution can have 
ripple effects across the financial system. Higher capi-
tal requirements help reduce this risk by ensuring that 
institutions are better equipped to absorb shocks.

Global competitiveness
Nigerian financial institutions are increasingly expect-
ed to operate beyond domestic markets. Strong cap-
ital positions are necessary for regional expansion, 
cross-border transactions and participation in global 
financial markets.

Economic development needs
A well-capitalised financial sector is essential for sup-
porting infrastructure development, industrial expan-
sion and private sector growth. Banks and insurers 
must be able to finance large-scale projects and 
absorb associated risks.

Regulatory alignment
Recent reforms also reflect Nigeria’s alignment with 
global prudential and governance standards. This 
includes improved capital adequacy expectations, 
stronger risk frameworks and enhanced transparency 
requirements.

Collectively, these drivers demonstrate that capital 
regulation is no longer purely about compliance but 
is also about structural transformation of the financial 
system.

Banking sector recapitalisation: a structural reset
The Nigerian banking sector has undergone multiple 
cycles of reform over the past two decades, each 
designed to strengthen resilience and improve stabil-
ity. One of the most significant reforms was the 2004 
recapitalisation exercise, which reduced the number 
of banks from 89 to 25 through mergers and acquisi-
tions, fundamentally reshaping the sector. Building on 
this foundation, the CBN introduced a new recapitali-
sation framework in March 2024, under which banks 
were required to meet revised minimum capital thresh-
olds within a 24-month period ending 31 March 2026.

The reform represents a structural reset of the banking 
industry rather than a routine regulatory update. Its 
primary objective is to strengthen the sector against 
macroeconomic shocks while positioning it to sup-
port Nigeria’s long-term economic ambitions, includ-
ing infrastructure financing and large-scale corporate 
lending. Capital requirements were structured across 
four categories:

•	international banks;
•	national banks;
•	regional banks; and
•	non-interest banks.

These categories reflect differences in operational 
scope and systemic importance. The exercise trig-
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gered one of the largest capital mobilisation efforts 
in Nigeria’s financial history, with over NGN4 trillion 
raised across the banking sector.

Market response and structural realignment
The recapitalisation exercise has significantly 
reshaped the structure of the banking industry, with 
institutions adopting varied strategies depending on 
their size, ownership structure and market positioning.

Tier 1: international banks
Leading institutions such as Access Holdings, Zenith 
Bank, First HoldCo, GTCO, UBA, Fidelity Bank and 
FCMB Group not only met but exceeded the NGN500 
billion capital requirement. These banks now account 
for a dominant share of industry assets and play a 
central role in credit allocation, foreign exchange 
transactions and corporate financing. Their strong 
capital positions reflect deep investor confidence 
and strong access to both domestic and international 
capital markets.

Tier 2: national banks
Mid-tier banks such as Ecobank Nigeria, Stanbic 
IBTC, Wema Bank and Standard Chartered Nigeria 
met capital requirements through a combination of 
rights issues, private placements and shareholder or 
parent company support. This segment remains highly 
competitive, with institutions increasingly focusing on 
retail banking, SME financing and specialised financial 
services.

Tier 3: regional and non-interest banks
Smaller banks largely achieved compliance through 
mergers, acquisitions and strategic restructuring. A 
notable example is the consolidation involving Provi-
dus Bank and Unity Bank, reflecting the broader 
industry trend toward consolidation. Non-interest 
banks such as Jaiz Bank, TAJ Bank, Lotus Bank and 
Alternative Bank also met regulatory requirements, 
signalling steady growth in Islamic finance and ethi-
cal banking in Nigeria.

A small number of institutions remain under regula-
tory supervision, with the CBN adopting a stability-
focused approach to ensure depositor protection 
while allowing time for restructuring.

Insurance sector recapitalisation: 2026 
implementation phase
The insurance sector has also undergone significant 
reform following the introduction of the Nigerian Insur-
ance Industry Reform Act (NIIRA) 2025, which was 
signed into law on 31 July 2025 and represents the 
most comprehensive overhaul of insurance regulation 
in decades. It introduces a unified legal framework 
and significantly increases minimum capital require-
ments across insurance categories.

The new capital thresholds are as follows:

•	life insurance companies: NGN10 billion;
•	non-life insurance companies: NGN15 billion;
•	composite insurance companies: NGN25 billion; 

and
•	reinsurance companies: NGN35 billion.

Operators are required to comply within 12 months, 
ending 30 July 2026, with active implementation 
already underway as of April 2026.

Market response in the insurance sector
Insurance companies have responded to the new 
requirements through a combination of capital rais-
ing, restructuring and strategic repositioning. Sev-
eral insurers are currently accessing the Nigerian 
Exchange (NGX) to raise capital, including Guinea 
Insurance, Linkage Assurance, Lasaco Assurance, 
SUNU Assurance, Sovereign Trust Insurance and 
Universal Insurance.

In addition to capital raising, some companies are 
reviewing their business models, including the possi-
bility of exiting under-performing segments or restruc-
turing into specialised entities to meet regulatory 
thresholds more efficiently. The regulator, NAICOM, 
has maintained a firm stance on compliance and has 
reiterated that deadlines remain fixed, with no indica-
tion of extension.

Implications for the insurance industry
The recapitalisation exercise is expected to signifi-
cantly reshape the insurance industry in several ways. 
Smaller insurers unable to independently meet the 
new thresholds are likely to consolidate, producing 
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stronger and more financially stable institutions with 
improved underwriting capacity.

It will also enhance the ability of insurers to settle 
claims more efficiently, thereby strengthening public 
confidence in insurance products. In addition, higher 
capitalisation is expected to attract greater investor 
interest, particularly from institutional investors seek-
ing stable long-term returns. Overall, the reforms are 
positioning the insurance sector as a more credible, 
resilient and investment-ready component of Nigeria’s 
financial system.

Impact on market structure and competition
The combined effect of banking and insurance recapi-
talisation is a structural consolidation of Nigeria’s 
financial services sector. The most visible outcome 
is a reduction in the number of smaller institutions 
and an increase in the dominance of larger, better-
capitalised financial groups. The shift is improving effi-
ciency through economies of scale while also enhanc-
ing overall system stability. Competition is becoming 
more concentrated, with capital strength increasingly 
determining market survival and influence.

Governance and risk considerations
Higher capital requirements have significantly raised 
governance expectations across the financial services 
sector. Boards are now expected to play a more active 
role in capital planning, restructuring decisions and 
oversight of mergers and acquisitions. In addition, 
institutions undergoing consolidation must ensure 
strong risk management frameworks and effective 
integration processes.

Regulators are also paying closer attention to post-
merger governance alignment, operational continuity 
and compliance with evolving regulatory expectations.

Implications for stakeholders
The impact of recapitalisation extends across all key 
stakeholders in the financial system. For investors, the 
reforms provide greater confidence in the resilience 
and long-term viability of financial institutions. For 
customers, they enhance trust in the stability and reli-
ability of financial services. For regulators, they simpli-
fy supervision by reducing the number of institutions 
in the system. For financial institutions themselves, 

however, the environment introduces increased pres-
sure to scale, merge or exit where necessary. Capital 
strength has therefore become a defining factor of 
competitiveness.

Future outlook
The financial services sector in Nigeria is expected to 
continue evolving toward greater consolidation over 
the medium term. Key trends include increased merg-
ers and acquisitions, the expansion of leading institu-
tions into African markets, accelerated digital trans-
formation, and a stronger focus on capital efficiency 
and governance. The sector is gradually transitioning 
into a more concentrated but structurally stronger 
ecosystem.

Investor insight
The ongoing recapitalisation of Nigeria’s banking and 
insurance sectors represents a structural re-rating of 
the financial services industry rather than a routine 
regulatory adjustment. It is reshaping risk, opportu-
nity and long-term value creation. Stronger capital 
requirements are narrowing the field of viable insti-
tutions, making it easier for investors to distinguish 
between resilient, well-capitalised institutions and 
weaker counterparts. The trend is improving invest-
ment clarity and reducing uncertainty around institu-
tional survival.

The recapitalisation cycle is also generating a pipeline 
of mergers, acquisitions and strategic investments, 
particularly in undercapitalised institutions seeking 
capital injections or restructuring partners. These 
developments create identifiable opportunities for pri-
vate equity firms, institutional investors and strategic 
market participants. The defined regulatory timelines 
also provide predictability, allowing investors to plan 
strategically around sector developments. Overall, 
while short-term adjustment pressures remain, the 
long-term outcome is a more stable, concentrated 
and investable financial services sector.

Conclusion
Capital requirements in Nigeria have evolved from 
basic prudential safeguards into strategic tools for 
reshaping the financial services sector. The 2026 
banking recapitalisation exercise and the ongo-
ing insurance reforms reflect a co-ordinated effort 
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to strengthen institutions, improve resilience and 
enhance competitiveness.

While the reforms are driving consolidation and reduc-
ing the number of smaller institutions, they are also 
producing a more stable and investment-attractive 
financial system. Ultimately, an institution’s ability to 
adapt to higher capital thresholds, strengthen gov-
ernance structures and execute strategic transforma-
tion will determine its long-term relevance in Nigeria’s 
evolving financial landscape.
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