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This September edition of the Technical Bulletin attempted to illuminate key contemporary
Nigerian economic issues that have immediate and continuing impact on Nigerians and also
have practical relevance for professional accountants. The bulletin began with a global
overview of Nigeria's economic landscape, followed by a discussion of various key
contemporary issues. The specific issues dealt with include the recent adoption of the
International Standard on Auditing for Less Complex Entities by the FRC for Nigeria. This is
expected to apply to the majority of corporate entities in Nigeria, making it also important for
the majority of ICAN members who operate as small practice firms and service these
companies. The bulletin also shed light on the newly signed Insurance Act, explaining the
technicalities and how it impacts the stakeholders, including professional accountants.

The recently concluded tax overhaul, which climaxed with the signing into Law of four
different Acts, was not left out in the bulletin. Based on the wide-ranging implications for the
whole of Nigerians and the work effect for accountants in Tax practice, it will be a disservice
not to use the bulletin to inform all concerned about the unfolding tax regime. The bulletin
concluded with an overview of the recent GDP rebase and the updated unemployment
figures. It attempted to elucidate on nature, modalities and the alternative methodologies of
the routines, against the backdrop of the popular expectations of the populace.

The Nigerian Economy in 2025: Resilience Amid

Structural Change at a Glance

Nigeria's economy is undergoing a significant transformation in 2025, shaped by GDP rebasing,
fiscal reforms, and monetary tightening. Following the rebasing exercise using 2019 as the new
base year, Nigeria's GDP expanded from

¥277.5 trillion to #372.8 trillion, reflecting a more accurate picture of economic activity.
Growth in Q1 2025 stood at 3.13%, driven by Finance & Insurance (15.03%), ICT (7.4%),
Construction (6.21%), and Real Estate (4.61%)
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Despite this growth, fiscal vulnerabilities persist. Nigeria’s total public debt rose by 22.8% year-on-year, reaching #149.4
trillion in Q1 2025. External debt accounted for 47.3% of this figure, driven by exchange rate depreciation and high interest
costs. Although the debt-to-GDP ratio eased to 39.4%, the debt service-to-revenue ratio remains high at 77.5%, limiting fiscal
headroom.

To address these challenges, the government enacted four major tax reform laws in June 2025, effective from January 2026.
These include the Nigeria Tax Act, Nigeria Revenue Service Act, Tax Administration Act, and Joint Revenue Board Act. The
reforms aim to harmonize tax laws, simplify compliance, and improve non-oil revenue mobilization..
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« Inflationary pressures in Nigeria moderated in July 2025, largely due to statistical rebasing and foreign exchange (FX)

stability measures implemented earlier in the year. Headline inflation declined to 21.88%, marking a significant drop
from 33.4% recorded in July 2024. Despite this overall easing, food inflation rose to 22.74%, driven by festive-related
demand, rising transportation costs, and ongoing supply chain challenges in agricultural regions. Additionally, month-on-
month inflation increased to 1.99%, indicating that short-term price pressures remain persistent.

» The Central Bank of Nigeria (CBN) maintained a tight monetary stance, holding the Monetary Policy Rate (MPR) at 27.5%
and injecting $4.1 billion into the FX market in H1 2025 to stabilize the naira. These interventions helped the
official exchange rate appreciate by 1.79%, reaching #1,530.8/$ in July 2025.

» Investment inflows have increased, with capital importation increasing by 67.1% year-on-year to $5.64 billion in Q1 2025.
However, 92% of these inflows were portfolio investments, raising concerns about long-term stability. Foreign
Direct Investment (FDI) grew by only 6%, indicating the need for deeper structural reforms to attract sustainable capital.
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Nigeria's sectoral performance in 2025 reflects a dynamic shift in economic activity following the GDP rebasing to the 2019
base year. The top-performing sectors include Finance & Insurance, which grew by 15.03% due to strong

banking performance and digital adoption; ICT, expanding by 7.40% driven by broadband investment; Construction at 6.21%,
supported by infrastructure projects; and Real Estate, which rose 4.61% amid increased demand for urban rentals and logistics
spaces. In contrast, traditional sectors like Agriculture (0.07%), Trade (1.78%), and Manufacturing (1.69%) showed slower
growth.

»  The rebasing also revealed significant upward revisions in Crop Production (137.2%) and Metal Ores (517.3%), while Qil
Refining declined by 65%, highlighting structural inefficiencies. Additionally, inflationary pressures were most

pronounced in Housing & Utilities (21%), Education Services (19%), and Health (16%), reflecting the cost burden on essential
services. These insights underscore the need for targeted investment and policy support to sustain growth and address
sectoral disparities.

= Despite these gains, consumer spending remains pressured. Real household spending contracted by 0.4% in 2024, and
recovery in 2025 may be slow due to high inflation and interest rates. Transportation costs rose across all modes,
airfare (74%), intercity bus (98%), motorcycle (43%), and water transport (64%), further straining household budgets.

= Assuch, Nigeria’s economy is projected to grow modestly by 3.4% in 2025, supported by increased crude oil production
and strong performance in Finance, ICT, Construction, and Real Estate sectors. Headline inflation is
expected to moderate to 21.46%, driven by tighter monetary policy and improved FX stability.

» The naira is forecast to remain broadly stable, following the Central Bank’s injection of $4.1 billion into the FX market and
ongoing reforms. While interest rates are likely to stay elevated in the near term, the CBN may begin gradual
easing in H2 2025 to support growth.

= However, fiscal sustainability risks persist due to weak revenue mobilization and high debt service obligations, with public
debt reaching %#149.4 trillion and a debt service-to-revenue ratio of 77.5%. Investment inflows are rising, but

dominated by short-term portfolio investments (92%), raising concerns about long-term stability. Overall, Nigeria's outlook
remains cautiously optimistic, contingent on sustained reforms, improved security, and strategic investment in key sectors.

¢ To navigate the challenges ahead, there are six strategic imperatives for government and business leaders:

Government Strategic Responses

Strengthen Fiscal Sustainability - Align
spending with revenue

- Implement tax reforms

- Reduce reliance on borrowing -

Business Strategic Responses

Prioritise Cost Efficiency -

Optimise cost structures

- Delay non-essential capital spending

- Strengthen internal controls and cash flow management

Improve fiscal discipline

Disciplined Monetary Policy -
Maintain tight monetary stance -
Stabilise FX and curb inflation

Leverage FX Stability
- Use current FX stability for planning - Build
buffers and flexible pricing

- Ensure credit flows to productive sectors

Accelerate Real Sector Productivity -
Support MSMEs

- Improve access to affordable finance -
Address energy and FX constraints

- Stay adaptive to FX shifts

Embrace Digital & Operational Transformation - Invest in
automation, cloud, and data analytics

- Enhance customer experience digitally - Build

digital talent and culture

- Fast-track infrastructure delivery

Boost Investment Confidence -
Deepen structural reforms

- Improve ease of doing business -
Attract sustainable finance

Engage with Policy & Regulatory Changes - Stay
informed and compliant

- Build relationships with regulators

- Adapt business models to new rules

- Strengthen investor protections

Expand Social Protection & Human Capital - Invest in
education and healthcare
- Scale up social safety nets

Model Inflation & Consumer Risks - Plan
for consumer demand shifts
- Support employee wellbeing -

- Reduce poverty and cushion inflation shocks

Respond to Global & Domestic Risks -
Develop adaptive strategies
- Mitigate geopolitical, trade, and climate risks -

Monitor inflation expectations

Strengthen Risk Management - Build
resilient supply chains
- Insure assets

Leverage Al, digitalisation, and green finance

- Conduct scenario planning including climate risks|
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¢ Nigeria's economy recorded a stronger performance in the first quarter of 2025, with real GDP growing by 3.13%, compared
to 2.27% in the same period of 2024. Growth was driven largely by the Financial and Insurance sector
(+16.03%), the Information and Communication sector (+7.40%), and the Mining and Quarrying sector (+3.42%), highlighting
both services and extractive industries as key contributors to economic momentum.

= In 2025, Nigeria rebased its GDP, updating the base year from 2010 to 2019, resulting in a significant increase in the size of
the economy from #277.5 trillion to #372.82 trillion. The rebasing exercise expanded GDP coverage to

include 46 industries and 217 products, capturing new and previously underrepresented sectors such as digital services,
modular refineries, pension fund administration, and informal household employment. This broader measurement provides a
more accurate representation of economic activity.

= The statistical impact of the rebasing was substantial, with 2019 GDP rising by 41.7% compared to the old series. This
recalibration also lowered Nigeria’s debt-to-GDP ratio to 39.4% in Q1 2025, from above 50% before the

rebasing. Beyond improving fiscal sustainability indicators, the updated GDP structure enhances the quality of economic data,
offers policymakers better tools for planning, and may boost investor confidence by reflecting the role of emerging high-growth
sectors in the economy.
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. Nigeria's sectoral performance in 2025 reflects a dynamic shift in economic activity following the GDP rebasing to the

2019 base year. The top-performing sectors include Finance & Insurance, which grew by 15.03% due to strong banking
performance and digital adoption; ICT, expanding by 7.40% driven by broadband investment; Construction at 6.21%,
supported by infrastructure projects; and Real Estate, which rose 4.61% amid increased demand for urban rentals and
logistics spaces. In contrast, traditional sectors like Agriculture (0.07%), Trade (1.78%), and Manufacturing (1.69%) showed

slower growth.
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e The rebasing also revealed significant upward revisions in Crop Production (137.2%) and Metal Ores (517.3%), while Oil
Refining declined by 65%, highlighting structural inefficiencies. Additionally, inflationary pressures were most pronounced
in Housing & Utilities (21%), Education Services (19%), and Health (16%), reflecting the cost burden on essential services.
These insights underscore the need for targeted investment and policy support to sustain growth and address sectoral
disparities.

= Despite these gains, consumer spending remains pressured. Real household spending contracted by 0.4% in 2024, and
recovery in 2025 may be slow due to high inflation and interest rates. Transportation costs surged across allnmodes—airfare
(74%), intercity bus (98%), motorcycle (43%), and water transport (64%)—further straining household budgets (see: Cost of
Transportation in Nigeria).

= Nigeria's economy is projected to grow modestly by 3.4% in 2025, supported by increased crude oil production and strong
performance in Finance, ICT, Construction, and Real Estate sectors. Headline inflation is expected to moderate to 21.46%,
driven by tighter monetary policy and improved FX stability. The naira is forecast to remain broadly stable, following the Central
Bank’s injection of $4.1 billion into the FX market and ongoing reforms. While interest rates are likely to stay elevated in the near
term, the CBN may begin gradual easing in H2 2025 to support growth. However, fiscal sustainability risks persist due to weak
revenue mobilization and high debt service obligations, with public debt reaching #149.4 trillion and a debt service-to-revenue
ratio of 77.56%. Investment inflows are rising, but dominated by short-term portfolio investments (92%), raising concerns about
long-term stability. Overall, Nigeria's outlook remains cautiously optimistic, contingent on sustained reforms, improved security,
and strategic investment in critical infrastructure, human capital development, and the non-oil economy.

Paper Two

International Standard on Auditing for Audits of Financial Statements of Less Complex Entities (ISA for LCE)
1. Overview

he International Auditing and Assurance Standards Board (IAASB) issued a stand-alone International Standard on Auditing for
Audits of Financial Statements of Less Complex Entities (ISA for LCE) in December 2023. The standard is intended for entities
that do not have public-interest characteristics and whose operations are straightforward, with less complicated transactions
and reporting requirements. It provides the same level of assurance as audits conducted under the full suite of ISAs but in a
more streamlined format tailored to smaller, less complex businesses. ISA for LCE is built on the principles of the ISAs but is
not a “lite” ISA—it is a separate standard with requirements streamlined for LCE contexts.

“The audit of a small bakery is different from the audit of a multinational. The IAASB'’s responsibility to set audit standards in the
public interest covers the entire spectrum of the economy, including the multinational company and the small bakery.”

On 23 July 2025, the Financial Reporting Council of Nigeria (FRCN) issued a public notice announcing the adoption of ISA for
LCE in Nigeria. This change positions Nigeria in line with global trends and addresses the needs of small and medium-sized
enterprises, which play a crucial role in the Nigerian economy.

In Nigeria, the ISA for LCE is primarily aimed at SMEs and entities without public-interest characteristics. Entities such as listed
companies, banks, insurance firms, and other systemically important businesses remain subject to the full ISAs.

Globally, the ISA for LCE becomes effective for audits of financial statements for periods beginning on or after 15 December
2025, that is, periods beginning on or after 1 January 2026 (for calendar year-end entities). However, FRCN is expected to
release detailed guidance on the application of the ISA for LCE.

2. Key features of ISA for LCE

¢ Focused requirements and simpler structure oriented around common LCE risks and processes.

 Built-in scalability without extensive cross-referencing to other ISAs. It's a standalone standard that is proportionate and
tailored to the specific needs of the audit of less complex entities.

¢ Clear scoping and prohibitions to help firms decide when the standard can/cannot be used.

* Same level of assurance as an audit performed under the ISAs, that is, reasonable assurance.

¢ It will help maintain confidence in financial reporting and promote the consistent application of the auditing standards to
LCEs.

¢ |t recognises the importance of smaller businesses and their specific audit needs.

3. Entities that can ISA for LCE
The authority of the ISA for LCE describes the entities for which the standard can be used as follows:
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