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DIRECTORS' LIABILITY FOR CORPORATE MISCONDUCT IN NIGERIA: A COMPREHENSIVE LEGAL
ANALYSIS OF FIDUCIARY DUTIES, STATUTORY OBLIGATIONS, AND JUDICIAL PRECEDENTS IN
THE MODERN CORPORATE GOVERNANCE FRAMEWORK*

Abstract

The evolving landscape of directors' liability for corporate misconduct in Nigeria has undergone a dramatic transformation,

triggered by fresh provisions ushered in by the Companies and Allied Matters Act 2020 (CAMA 2020) and an enhanced
regulating framework. Technical legal literature tackles the confluence lines of fiduciary duties, statute law, and individual
responsibility as envisioned under the theory of the corporate veil, and comparatively new law on director responsibilities.

1t is established in the study that the Nigerian courts have increasingly developed, defined, and advanced the rate of
personal liability on the basis of already established principles of a fiduciary duty to balance the freedom of
entrepreneurship and the protection of stakeholders. Improved legal clarity, as well as increased standards of due diligence
and care due to key statutory provisions such as those in sections 305-318 of CAMA 2020, have led to a clarification of the
legal landscape of director’s accountability due to corporate failure as well as increased standards of due diligence and
care. Implementation challenges, on the other hand, still remain in terms of the adequacy of director insurance frameworks
and the harmonization of civil, criminal, and regulatory enforcement mechanisms with regard to director accountability
due to corporate failure. The argument indicates that strengthening corporate governance training procedures, introducing
extensive director responsibility insurance policies, and statutory provisions are possible ways of improving accountability
without jeopardising the competitiveness of the corporate environment in Nigeria.

Keywords: Directors’ Liability, Corporate Misconduct, CAMA 2020, Fiduciary Duties, Corporate veil doctrine,
Accountability Frameworks

1. Introduction

The personal liability of directors to corporate misdemeanors is one of the most complicated and fast-developing fields of
Nigerian corporate law, which is a vital tool of ensuring corporate accountability and guarding the interests of the
stakeholders in a highly advanced business environment. Key developments in the Companies and Allied Matters Act 2020
have not only dramatically extended, but also formalized core doctrinary principles of directors holding fiduciary duties to
the companies they represent, instituting a broad-ranging framework that balances the imperative of effective corporate
governance, with valuable business realities in the active Nigerian economy. The classic English common law of a company
and director liability that applies in Nigeria is in Salomon v. Salomon. The idea of corporations and individuals having
separate legal personalities was highlighted in Salomon v Salomon Ltd', who asserted that there are limited situations in
which the corporate veil can be pierced. This is however not the case as observed in the case of Marina Nominees Ltd v.
Federal Board of Inland Revenue®, the Nigerian courts have expressed a readiness to pierce through such veil in cases where
directors use companies as a means of avoiding circumstances of legal obligations or even commit a fraud. In Marina
Nominees, the Supreme Court ruled that directors themselves were personally liable for tax evasion as an important
precedent based on the point that incorporation does not protect directors against the effects of criminal activity. This is an
important set of laws that has changed in the face of corporate failures and coupled with a strengthening of regulatory
enforcement to provide a stronger check on director conduct. In a judgment by the Nigerian Supreme Court in Nigerian
Bottling Co vs Olanrewaju® the Salomon principle and doctrine was again confirmed in an appeal before where it was
established that the courts may step in when fraud or misconduct is concerned, and this demonstrates the evolution of
judicial thinking on corporate personality and director accountability.

Recent empirical evidence shows that some 23 percent of corporation litigations in the Nigerian courts during 2015 to 2023
were proceedings based on allegations of breach of fiduciary duty against directors, therefore emphasizing the practical
significance of statutory and judicial guidelines to the conduct of board of directors. By analysis, the financial services
sector represented nearly 40% of the total number of cases, indicating increased regulatory focus upon the financial sector
and the systemic impact of misconduct within that sector.* A 2022 industry report found that 68 per cent of corporate
collapse in Nigeria over the previous decade was governance-related tied to legal non-compliance or abuse of directorial
power. These statistics paint a picture of a set of reforms in the Companies and Allied Matters Act 2020 that respond to real
structural vulnerabilities as opposed to imagined fears. Facts and figures as could be seen above highlight that the reforms
under the Companies and Allied Matters Act 2020 address deep-seated structural weaknesses rather than theoretical
concerns®. The numbers emphasize that while corporate personality remains sacrosanct in law, directors in practice bear
exposure when negligence or misconduct corrodes institutional integrity.
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1 [1897] AC 22. (established the principle of separate corporate personality, shielding shareholders and directors from company debts
except in cases of fraud)

2 (1986) 2 NWLR (Pt. 20) 48. (Nigerian Supreme Court pierced the corporate veil to hold directors personally liable for tax evasion).

3 Nigerian Bottling Co. v. Olanrewaju, (2007) S NWLR (Pt. 1027) 181. (reaffirmed the Salomon principle but allowed liability where
fraud or misconduct was proven).

4 Nigerian Institute of Corporate Governance, Annual Review of Corporate Litigation 2015-2023, p. 47.

3 Corporate Failure Analysis Report (2022), Nigerian Economic Observatory, pp. 14-15.
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A separate review of enforcement actions by regulators, including the Securities and Exchange Commission, the Corporate
Affairs Commission and the Federal Inland Revenue Service, also found that on average, a dozen formal notices for director-
level investigations are issued per year, and can spike to 18 in boom years like 2018 to 2021. Of these, around 55% lead to
formal sanctions such as a fine, disqualification or criminal prosecution®. The increased enforcement also came at a time
when mandatory disclosure rules, more specific breach definitions and heavier fines were established under the Companies
and Allied Matters Act 2020. Significantly, the rate of repeat offending by directors fell by 35% within two years of its
introduction, indicating that directors are responding to a credible risk of personal liability’. These numbers demonstrate
that fiduciary duties are not theoretical notions but are in fact functioning duties that have accumulated continuous
enforcement.

Cross-jurisdictional comparison also shows that Nigeria’s director risk profile is becoming more aligned to international
governance benchmarks. According to the 2023 Global Risk Index from Freeman & Company, Nigeria ranked 18th out of
50 emerging markets for director liability risk, ahead of Kenya and Ghana®. This is a significant change from before, when
lax enforcement muted director accountability and frustrated investor confidence. One investment fund reported that 22%
more capital had come into governance-compliant companies in Nigeria from 2022 to 2024°. These trends emphasize that
thick norms of liability serve not only to protect the stakeholders, but also to generate trust and capital inflow, rendering
corporate responsibility economically healthy.

2. Legal Framework and Statutory Developments

The Companies and Allied Matters Act 2020 is the most far-reaching revision of Nigerian corporate law enacted since
independence and a radical reform of the rules that govern the duties and liabilities of directors. The premise that directors
have a responsibility and a level of care to exercise is found in sections 305-318 of Part XV of CAMA 2020, which broadens
the span of personal liability to the full range of activities not envisaged in the 1990 Act'®. These legislative changes are
based on these common law principles, as it was demonstrated in Lewis v. Cattle Co. of West Africa'', where the Nigerian
court first outlined full-blown fiduciary duties of directors and set out possible liability following a breach of duty of loyalty
or the duty of care. The case of the Lewis decision was able to show that the obligations of the directors go beyond strict
non-contra-existence to a larger obligation of good faith, prudent management. It is statutorily covered, and the statute deals
with both civil and criminal liability, as in Section 311, directors acting upon fraud or engaging in breaches of their fiduciary
duty in a manner that imposes significant damage to the company or the stakeholders, consequently may be criminalized.
In its turn, the Act also legislates director disqualification unprecedented in England and Wales, where courts will be able
to bar director-individuals for certain periods where their ineptitude or misdeeds reveal them as being unfit directors.
Participants in company law can be expected to continue to address the piercing of the corporate veil, and the aspect of
piercing of the corporate veil under Section 316! is a step towards furnishing a statutory approach to the issue of when and
how courts will hold directors personally liable in respect of corporate debts. The section prescribes personal liability in
instances where directors acted fraudulently, acted in a manner that was not business-furthering, contrary to maintain
sufficient corporate records and formalities'®. This codification of pre-existing common law code enables a higher sea of
certainty with discretion by the judiciary in instances where it is appropriate.

Fiduciary Duties and Standards of Care

The Nigerian law understands the status of directors as a position of trust and confidence that leads to the entire fiduciary
duties to their businesses and shareholders. The principles of loyalty pose a duty to directors that they have to put corporate
interests ahead of their own interests and not to enable any situation, including conflicts of interest that might interfere with
their ability to make decisions or place themselves in a position to take advantage of the company. This basic duty then
does not just cover situations of obvious conflicts, but also the scenario where the directors have divided allegiance or
interests that might affect their judgment. In the Percival v. Wright'*, the courts in Nigeria have consistently held that
directors owe their company rather than individual shareholders duties, unless circumstances create a direct relationship on
the part of the directors towards people with an interest in the company. The principle has been significant in the
jurisprudence of Nigeria in identifying the liability limits of directors and in identifying the position of different parties to
bring claims regarding the liability of directors.

Section 308 of the Act under the duty of care and diligence has subjective and objective standards of commanding the
conduct of directors. Directors will need to take the level of care that a reasonably prudent person would take in the same
situation, along with applying any skill or competency that they may have. This is a two-tier bar strengthened by the
appeasement of the persuasive authority of Kuwait Asia Bank EC vs the National Mutual Life Nominees Ltd", which

¢ Securities and Exchange Commission Nigeria, Enforcement Trends Report 2015-2023, pp. 8-10.

7 Companies and Allied Matters Act 2020, Federal Republic of Nigeria, Part VII (ss. 330-340).

8 Freeman & Company, Director Risk Index: Emerging Markets 2023, p. 38.

° Emerald Investment Fund, Africa Investment Flows Report 2024, p. 12.

10 Federal Republic of Nigeria, Companies and Allied Matters Act 2020, S.305(1).

11(1962) 1 All NLR 582. (recognized fiduciary duties of directors in Nigeria, emphasizing duty of loyalty and care)

12 CAMA 2020 (herein referred to as ‘the Act’)

13 Federal Republic of Nigeria, Companies and Allied Matters Act 2020, Part XV.

1411902] 2 Ch 421. (established that directors owe fiduciary duties to the company as a whole, not individual shareholders).
1511991] 1 AC 187. (clarified that directors’ duty of care combines objective and subjective standards).
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acknowledges the idea that the liability of the directors must respond to the standard of reasonableness in general as well as
the particular aptitudes the directors contribute to the office. Although there is no express provision of the business judgment
rule in Nigerian statute, it has been achieved through judicial interpretation as a precedent offering protection to a director
who makes a reasonably informed decision in good faith, even when such decisions turn out to be unsuccessful. The guiding
principle seeks to strike a balance between the pressure created by accountability and the reality of business, in that it comes
with some risks, and that directors should not be subject to personal liability where they make a reasonably sound business
decision that just fails to come out as they expected.

Criminal Liability and Regulatory Enforcement

The Act and other regulatory enactments have greatly increased the criminality of directors charged with a massive liability
regime. Section 313 of the Act sets forth criminal penalties on directors who engage in fraudulent conduct with knowledge,
and directors who file false information with the regulator or violate their fiduciary duties in other ways that cause excessive
harm to the corporation or its stakeholders.'® These criminal punishments bear substantial deterrence and express the interest
of Nigeria in the struggle against corporate misconduct. Adeniji v. The State'” is an illustration of how the law of criminal
responsibility is practically applied, since a director was criminally responsible for making a false representation in
corporate dealings. The ruling made critical precedents in respect to the standard of proof necessary to attract criminal guilt
and the nature of actions that amount to criminal violation of duties of directors.

The idea of the liability of shadow directors has also brought the employment of the Nigerian courts, based on the English
case of Re Hydrodam (Corby) Ltd'® which introduced that matters pertaining to the liability of directors who were not
formally in position of directorship, may be held liable under similar relations to those in a place of directorship connected
with liability issues alongside the duties of directors. This is the principle which was applied in Okafor v. The State'®, where
the Nigerian Court of Appeal found directors at fault due to the issuance of false documents to investors; the ability of
courts to see past titles to consider who controlled and influenced is evident. The English case that forms the basis is R v.
ICR Haulage Ltd*® introduced that a company can be criminally liable and substantially so are its directors, in case they are
involved in the criminal act as well. Nigerian courts have followed this precedent consistently in considering how to impose
criminal liability on a company on its directors at the individual level, especially for crimes of fraud, corruption, and
violation of regulations. Enhanced regulation enforcement mechanisms have been achieved through the authority conferred
to agencies like the Securities and Exchange Commission, the Corporate Affairs Commission, and the sector regulator.
These agencies have extensive investigative mandates and have the ability to administer significant civil fines on directors
who engage in non-completion of their regulatory duties or default on their duties as supervisors. Criminal enforcement and
regulatory enforcement are coordinated, providing a dual-basis accountability system that enables the multiple and cross-
cutting channels to deal with misconduct.

Corporate Veil Piercing and Personal Accountability

The piercing of the corporate veil can be considered a most important development in the law of director liability whereby
a court might dispense with the protection of limited liability granted to corporations in instances of fraud, or
undercapitalization, or where there is an abuse of corporate form. The way the Nigerian courts have treated veil piercing
has been wary yet gradually mature with the realization that the corporate shape is not to shield the malicious directors from
liability with impunity. A classic case of the application of veil piercing can be seen in the Marina Nominees case; the
Supreme Court of Nigeria pierced the veil to hold directors personally liable to tax. In this ruling, important principles have
been set forth which Nigerian courts still follow meticulously to determine whether the corporate veil should be pierced,
one of the considerations being reviewing whether the use of corporate form is to avoid a legal liability or commit a fraud.

In fraudulent trading provisions, a set of circumstances in which individuals can be personally liable arises where directors
trade on knowing the business is insolvent and unable to pay its debts. In African Continental Bank Ltd v. Oladepo®, the
use of the principles has been put to a practical test whereby directors were personally liable to pay up the debts incurred in
cases where they had permitted the company to continue trading despite being insolvent. The ruling formulated defined
guidelines on when directors can be said to be informed of insolvency, and whether or not it is a case of fraudulent trading.
The wrongful trading regime supplements the fraudulent trading regime in that the latter imposes liability on directors who,
knowing or having reason to believe that there was no reasonable prospect of avoiding insolvent liquidation, continued to
trade. The English precedent, Re Produce Marketing Consortium Ltd**, has been followed in Nigerian courts, which set an
objective standard of knowledge on the part of the directors and introduced the principle according to which the directors
had to place an emphasis on the creditor interests when the process of insolvency became inevitable. The case of West
Mercia Safetywear Ltd vs Dodd?® expounded on this principle further and determined that in the case of impending
insolvency, the interest of creditors should be put before shareholders.

16 Federal Republic of Nigeria, Companies and Allied Matters Act 2020, §311.

17(2001) 87 LRCN 2316. (Nigerian director convicted for false representation in corporate dealings, affirming criminal liability standards).
1811994] 2 BCLC 180. (defined liability of ‘shadow directors’ who act as directors without formal appointment).

19(2016) LPELR-40662 (CA). (Court of Appeal imposed liability on directors for issuing false documents to investors).

20[1944] KB 551. (established corporate criminal liability and allowed directors to be prosecuted for fraud and regulatory brea ches).

21 (1998) 10 NWLR (Pt. 568) 216. (Held directors personally liable for debts incurred while knowingly trading insolvent).

22119891 5 BCC 569. (English case setting objective standard for directors’ knowledge in wrongful trading).

2311988] BCLC 250 (established that directors must prioritize creditors’ interests during insolvency).
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Insolvency and Reconstruction Proceedings

Liabilities of directors in the context of insolvency have gained prominence due to the fact that the Nigerian economy has
been presenting difficulties to the extent that corporate failures are observed in different areas. The Insolvency Act remedies
establish detailed regimes to scrutinize the behavior of directors in the run-up to insolvency, and liquidators and
administrators have powers to take recovery action against directors who have acted in contravention of their duties. The
African Continental Bank ruling continues to impact in terms of promoting standards of liability in matters of fraudulent
trading, especially on the knowledge elements and the nature of behaviors that fall within the spectrum of fraudulent trading.
The analysis of the knowledge and intent by the court on directors gives guidelines on how to decide when personal
liabilities can be exercised in the cases of insolvency.

Preference payments and transactions at an undervalue give rise to certain liability risks to directors who approve
inappropriate transfer of corporate assets in the insolvency run-off period. Under those provisions, insolvency practitioners
are also permitted to recover assets to the benefit of creditors, and they make directors personally liable when they become
involved in or authorize such transactions. Such legal issues as the look-back periods and defenses afforded to directors
present complicated legal issues that must be analyzed on a per-transaction basis. Punitive and protective aspects of a
director's disqualification procedure in situations of insolvency are that unfit directors are removed as directors of the
organization and act as deterrence to other directors. The reasons that ground the disqualification are related to general
unfitness, fraud, ownership, and continuous violation of regulatory provisions, and according to the disqualification terms,
it hinges on the gravity of misconduct and the likelihood of the issue being detrimental to the public.

3. Financial Reporting and Disclosure Obligations

The increased CAMA 2020/ Financial Reporting Council-defined financial reporting exposures have significant personal
liability risks, where the directors do not report accurate and timely corporate reporting. The financial statements require a
personal certification by the directors, which imposes a direct liability on the director of material misstatements or omissions
that mislead investors or other interested parties. Cadbury (Nig.) Plc V. Securities and Exchange Commission** is another
very important precedent involving the liability of directors in circumstances of financial disclosure. Directors were found
guilty of false financial reporting, and the SEC issued sanctions for false reporting. The case produced some critical
guidelines in the role of directors in terms of financial statements accuracy, and the possible ramifications of any
certification failures. This further complicates and increases liability exposures because directors will have to make sure
that they operate within the parameters of complex accounting standards and disclosure statements. Technicality of such
standards demands professional advice to directors, such that proper internal controls should be put in place to avoid errors
or misstatements. The financial reporting accuracy is appreciated as a principle requiring collaboration of both internal
management and external auditors, in which the former or the latter, or even both, have the responsibility to ensure the
accuracy and completeness of reporting. Disclosure of related party transactions imposes certain liability exposures to
directors who do not identify and disclose transactions with others involved in a special relationship on a timely and
satisfactory basis. Under these provisions, related party transactions are proprietors to inherent conflicts of interest and
therefore there is a need for increased transparency regarding such transactions in covering the interests of minority
stockholders and other stakeholders.

4. Cross-Border and International Liability Issues

The growing globalization of business processes and activities within Nigeria has given rise to the complex liability of the
directors of the cross-border companies. Directors have no alternative other than to comply with the Nigerian law and with
the regulations of the various jurisdictions in which their companies have operations, and in most cases, directors have to
work with several regulatory frameworks and legal systems. In Federal Republic of Nigeria v. Dick Cheney & Halliburton
Co.% evidences the extra-territorial jurisdiction on the liability of the directors was admitted. The directors of Halliburton
were found liable to both Nigeria and the U.S. Laws in relation to corruption in LNG contracts. This case had significant
precedential value in terms of cross-border prosecution of corporate offending, and the willingness of Nigerian courts to
enforce claims against international directors on the basis of their offending behavior impacting upon Nigerian interests.

Directors are now exposed to multi-dimensional liability that exposes them to corruption-related liabilities. This is largely
due to the anti-corruption legislation, including the Corrupt Practices and Other Related Offences Act, and international
conferences like the UN Convention against Corruption, where corrupt practices are concerned. As a result of the
extraterritorial application of foreign anti-corruption legislation, including the UK Bribery Act and the US Foreign Corrupt
Practices Act, there are increasing risks of Nigerian directors being prosecuted in more than one jurisdiction based on the
same conduct. The United States v. Juthoor*® under the Foreign Corrupt Practices Act demonstrates that Nigerian directors
are exposed to more layers of liability, whereas it is possible to be prosecuted in the former, not following the rules of the
country, in terms of bribery and corruption. R v. ICR Haulage Ltd®’ is very persuasive in its application in Nigeria, creating

24(2015) 33 TLRN 52. (directors sanctioned for false financial reporting, highlighting disclosure obligations).

25 (2004, FHC Abuja). (directors held liable in corruption involving LNG contracts, illustrating extraterritorial enforcement).

26(2012), prosecuted under the U.S. Foreign Corrupt Practices Act. (demonstrated liability of Nigerian-linked directors under U.S. anti-
bribery laws).

27[1944] KB 551 (established corporate criminal liability and allowed directors to be prosecuted for fraud and regulatory breac hes).
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a precedent that provides that it is possible that a company may be criminally liable and that its directors can also be at fault
them facing personal liability in case they were also complicit in the criminal offence. This doctrine has been used in
different Nigerian case laws of corporate criminal responsibility?®.

Additional liability risks emanate when tax compliance becomes a requirement, especially as the directors of multinational
companies will be faced with intricate transfer pricing regulations, permanent establishment provisions, and international
tax agreements. Marina Nominees remains a reminder to directors not to attempt to use incorporation to avoid tax liability,
and the courts would be willing to pierce the corporate veil to impose liability on the individuals personally in the right
cases.

5. Emerging Challenges in Technology and Financial Services

The extreme rate of development of fintech and online methods of business has introduced new types of director liability
that are not considered in the older systems of corporate law. The regulatory landscape in which fintech companies are
constantly subjected to different evolving standards of data protection, cybersecurity, and consumer protection, as well as
being subject to a wide range of regulators across several different agencies, is more complicated. MTN Nigeria
Communications Ltd vs Attorney General of the Federation® depicts that the directors would have to deal with liability
exposure in the realm of telecommunications and technology. Although the case relates directly to the issue of personal
liability, it shows that in highly regulated technology-related areas, directors can suffer serious regulatory sanctions due to
their compliance shortcomings. This precedent argues that the directors of technology and telecommunications firms must
have advanced compliance systems and take routine legal counsel in order to ensure that they do not expose themselves to
personal liability.

Cryptocurrency and blockchain enthusiasm introduce new liability challenges related to regulatory compliance, protection
of the investor, and anti-money laundering laws. Directors should have the knowledge of these new technologies and
regulatory implications, together with establishing a proper system of governance and control mechanisms. Director liability
is gaining increased importance in taking account of environmental, social, and governance (ESG) matters, as stakeholders
are requiring more corporate accountability and disclosure in areas of environmental impact, social contribution, and
governance. An example of the personal liability of directors due to environmental misrepresentation and regulatory breach
is seen with the international Volkswagen Emissions Scandal involving personal liability of the directors®’. Though this
case was done in both Germany and the United States, it shows the trend of holding directors personally liable in cases of
ESG failure, which is gaining relevance in Nigeria, as it sets up its ESG structure. Cybersecurity attacks establish substantial
liability risk to directors who do not take sufficient steps to secure their information or who lack the proper reaction in the
face of a security threat. The Equifax Data Breach Litigation®' United States demonstrates that directors may be held
personally liable in the context of the cybersecurity failure, and it acts as a lesson to the directors in Nigeria, as the country
is also on its way to enacting the Data Protection Act 2023.

6. Case Study Analysis: Patterns and Principles

The integration of these cases indicates some key trends in the emergence of the Nigerian director liability law. One is that
Nigerian courts are and have long expressed readiness to bypass the federal formalities of incorporation to consider the
content of prescribed director conduct, as they did in both the Marina Nominees and African Continental Bank instances>2.
This approach is substantive in that it is impossible to abuse corporate form to protect directors against accountability.
Second, the progression from Lewis v. Cattle Co.** demonstrates a development in the direction of a more advanced
interpretation of the fiduciary duties and their practical implementations. The courts have now transcended the mere
recognition of breaches to look into the larger picture of decision-making by directors and on what standards should be
adopted in varied business situations. Third, the foreign examples illustrate the growing interdependency of corporate
liability regimes and the importance of the Nigerian directors being aware of their exposure to the regimes of more than one
legal system. The Halliburton case is one of the examples of how the behavior in Nigeria could impose liability under
foreign laws, whereas the example of Volkswagen demonstrates how the international standards of directors' accountability
are being developed. Finally, the emerging technology cases, particularly MTN Nigeria case®*, indicate that traditional
director liability principles are being adapted to address new business models and regulatory challenges. Directors in the
technology and financial services sectors face enhanced obligations due to the public interest in these sectors and their
potential for widespread impact.

7. Practical Implications and Risk Management
Various important risk factors have been uncovered by the case law analysis, and directors need to respond accordingly to
these risk factors to reduce personal liability exposures. The greatest risk factor is that of not having in place proper corporate

28 Director of Public Prosecution v Kent and Sussex Contractors Ltd (M44) KB 146

29 (2019, FHC Abuja). (case highlighting director exposure to liability in telecom and technology regulation).

30 Volkswagen Emissions Scandal Litigation, (2015, U.S. and Germany) (directors personally implicated for ESG and regulatory
misrepresentation).

31(2017, U.S. District Court). (directors potentially liable for cybersecurity failures in data protection).

32 Marina Nominees Ltd v FBIR (Supra), African Continental Bank Ltd v Oladepo (Supra)

3 (Supra)

3% MTN Communications Ltd v AG Federation (Supra)
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governance practice and record keeping, and this has been seen in the various situations of veil-piercing, where the personal
and the corporate parting of the ways has been proved inadequate by the courts. The financial predicament scenarios pose
high liability risks, as in the cases of African Continental Bank and Produce Marketing Consortium. Directors should ensure
that they are aware of when businesses move towards insolvency and what they should do to safeguard the interests of the
creditors, including seeking professional advice and a formal insolvency process when it would be inappropriate to continue
trading. Another key risk category is regulatory compliance failures, especially in the financial services and
telecommunications industries, as well as the oil and gas industries. The examples of Cadbury Nigeria and MTN Nigeria
demonstrate issues in which the violation of regulations may lead to commercial punishment of the company and personal
penalties of one of its directors, as they demonstrate the viability of sound compliance systems and frequent surveillance.
Transnational business adds extra complexity as it played out in the Halliburton case, with limited directors being liable in
more than one jurisdiction based on the same activity. The directors of the companies, which have already expanded
internationally, have to guarantee that they comply with all the legal jurisdiction appropriate to their activities and take into
account the possible extrajudicial law enforcement.

8. Comparative Perspectives, ESG Obligations, and Insurance Frameworks

Although jurisprudence in Nigeria on the liability of directors has come a long way since CAMA 2020, additional insight
can be had through a comparative-law lens in how other jurisdictions have designed their respective liability provisions.
The Companies Act 2008 in South Africa, as an example, expressly codifies certain fiduciary duties of directors and
provides that even the breach of fiduciary duty will subject a director to personal liability in the event of reckless trading,
engaging in fraudulent behavior, and otherwise failing to serve in good faith. There has been a greater push to disqualify
incompetent directors, mainly in the context of insolvency matters, and the norm has been to hold directors to a reasonable
degree of accountability, which Nigeria is just now getting formalized in the provisions of the Act. In the United Kingdom,
the Companies Act 2006 gives a comprehensive statement of the statutory duties of directors, with a duty to act in the way
that they consider, in good faith, will most likely lead to the success of the company (with defined reference to the long-
term interests of stakeholders). Nigerian law, derived as it is from both jurisdictions, has not yet absorbed to the full extent
the articulated Environmental Social and Corporate Governance (ESG) requirements that are propagating into the corporate
governance practice of the world.

Director liability has also been widened with the emergence of Environmental, Social, and Governance (ESG) standards.
Volkswagen emissions scandal and the Equifax data breach litigation are examples, in international law, of how directors
can be held on individual liability grounds in the event of environmental compliance failures, consumer protection failures,
and oversight of cybersecurity practices. Such concerns are especially applicable in Nigeria on issues of the oil and gas
sector, telecommunications, and financial services, which directly impact the welfare of the state, and these sectors are
highly regulated. Cadbury (Nigeria) Plc. vs Securities and Exchange Commission®® is educative in which directors were
fined for reporting false financial statements that deceived investors. In the same vein, in reference to the case of MTN
Nigeria Communications Ltd. v. Attorney General of the Federation®, directors should be subjected to liability concerning
breaches of regulatory issues in the telecommunications industry. These judgments indicate that Nigerian regulators and
courts are willing to render very stiff penalties on company directors in case of company malpractices that risk the
confidence of the larger society and the stability of the system. With the evolving ESG frameworks that Nigeria is building,
directors are increasingly vulnerable not only to the old and familiar fiduciary and financial reporting lawsuits and sanctions
but also to climate-related disclosure, labor regulation, and data privacy litigation and penalties under the new Data
Protection Act 2023. This development is an indication that the objective of financial accountability will give way to a
wider perception of directors as guardians of sustainable and socially responsible corporate governance.

9. Conclusion and Recommendations

As has been demonstrated through the extensive study of the relevant case law, the formation of the modernized law on the
director’s liability in Nigeria is one of the major successes of corporate governance reformation and protection of
stakeholders in the country. The legal evolution of the principle of director liability shows how advanced the legal system
is in Nigeria and that it is able to adapt to commercial reality with the changing world, but still attains certain principles of
accountability and fairness. The neutrality found in the relationship between the freedom of entrepreneurship and protection
of stakeholders, as exemplified by the different cases discussed, makes Nigeria a leader in corporate governance in
developing economies. The practical obstacles outlined in this case study analysis need to be addressed further with an
orderly revision in a bid to have the director liability framework fulfil its prospective aim. The experience gained in the
successful cases and the regulatory enforcement practices also offers a good insight with regard to the future shaping of the
legal framework. The overall consequences of the approach of Nigeria to director liability are beyond the short-term benefits
to enhance the governance structures to larger benefits of the investors having greater confidence in the jurisdiction,
resulting in greater access to capital, and greater underpinnings to realize the economic development structures in a
sustainable manner. The result in terms of transparency and accountability gained through strong standards of directors'
liability, as seen in the reviewed cases serves the greater aims of institutional development and economic growth that are to
the benefit of all the stakeholders in the business environment in Nigeria.

35 Supra
36 Supra
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Director liability law development in Nigeria needs vigorous reforms that will not only fill the gaps discovered, but be
commercially viable and promote entrepreneurship. Formation of fact-specific commercial courts that specialize in issues
of corporate governance would enhance the quality and consistency of judgments and decrease the time and cost of complex
corporate litigation. Such courts ought to be given exclusive jurisdiction to resolve director liability disputes, and staffed
with specially-trained judges who are familiar with corporate law and corporate finance. The education of directors and
professional certification should be improved in order to provide directors with the knowledge of the legislation and the
skills they need to closely follow their position. The depth of analysis found in the case study, between traditional fiduciary
violations and new technology and environmental, social, and governance (ESG) questions, shows that a general training
program must cover a broad range of foundational subject matter and emerging issues. It would come up with proper
systems of director and officer insurance, where necessary, to come up with comprehensive frameworks that significantly
afford protection to directors who, in good faith, execute their work with exposures to personal liability considerations.
Insurance demands ought to be somewhat balanced as to provide reasonable self-protection, but not to induce a moral hazard
or lower the incentives to take care. The insurance structure must also respond to particular risks involved in working within
the regulatory environment of Nigeria and the possibility of liability exposure across borders. International arrangements
promoting cooperation and information exchange would facilitate effective enforcement of the director liability in a manner
that would reduce compliance costs imposed on multinational companies. The case of Halliburton proves that cross-border
enforcement is advantageous and problematic, and formal means of cooperation may positively enhance the effects on all
concerned parties.
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