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THE INSTITUTE OF CHARTERED ACCOUNTANTS OF NIGERIA

SCALE OF PROFESSIONAL FEES

January 2007

A1     Introduction

The Scale of Professional Fees is a document to be used by many stakeholders. It is not only for the financial interest of practitioners.

A reasonably remunerated practitioner should deliver first class service for the needs of private sector clients, public sector clients, regulatory authorities and the general public. Of course, the needs of these various stakeholders may differ. The differences should be a challenge to nation building and to creating a well-balanced world economy. Where there is conflict of interests, the public interest should prevail.

The Professional Practice Monitoring Committee monitors whether first class professional service is rendered. For now, there are no sanctions or penalties for non-compliance with the Scale of Professional Fees. The Council is desirous of encouraging compliance. In the future, sanctions or penalties may be introduced. This third edition focuses, inter alia, on the challenge stated in the second edition, that inappropriate fees resulted in high staff turnover and poor firm service delivery. As also noted in the second edition, replies received from some accounting firms, indicate that practitioners charge ridiculously inappropriate fees. 

A2  Methodology for charge

In January 2003, the Council of the Institute established an Ad Hoc Committee to review the 2000-2001 edition of the Scale of Professional fees. This year 2007 review, was as a result of extensive deliberations and consideration of practitioners’ views.

A3  Professional charges

The scale of professional fees continues to be a minimum scale of fees for all categories of practitioners. The fees are still based on hourly rates. Percentage of turnover was rejected as a sole basis for agreeing fees. 

The minimum scale rates would be regularly reviewed. Practitioners are expected to charge not less than the fixed minima. Practitioners should adapt the rates to reflect assignment risks. Therefore practitioners are required to perform risk assessments for all assignments. The minimum rates as stated below apply to the lowest level of audit risk (e.g. the audit of a general merchant of goods). Upward adaptation of the rates should be discussed and agreed between practitioners and clients. Charging below the minimum rates is not permissible and would be investigated.

To minimise low recovery of fees, all services (except in the case of result-based assignments) should be pre-paid to not less than 50% of the estimated fee at the Planning Stage, and not less than 90% at Draft Report Clearance Stage. Practitioners are therefore required to have fee estimates for all assignments. 

These guidelines are for the guidance of members and their clients. Defaulters will be referred to the Accountants Investigating Panel and thereafter to the Disciplinary Tribunal for appropriate action. The Professional Practice Monitoring Committee performs a fee reasonableness test when reviewing the quality of services rendered by practitioners.

3.1   Minimum Scale for Audit & Assurance service

With effect from January 2007 the following minimum hourly charge out rates are applicable:










N

Partner                                                                                      30, 000

Manager                                                                                    20, 000

Senior                                                                                        15, 000

Qualified Trainee                                                                     12, 500

Semi-Senior                                                                             10, 000

Junior                                                                                         5, 000

3.2 Minimum Scale for Other services

Other services may include preparation of business plans, management accounting, company secretarial functions, insolvency management, sourcing funds, corporate management / restructuring, personnel recruitment, reporting accountancy, public-sector services, information & communication technology consulting. This list is not exhaustive.

The recommended basis of charge for the services is hourly rates. However, the hourly rates are not the same as that for Audit & Assurance service as the required resources are expected to be different. Special processes and expert personnel may be required for the assignments. Accordingly, the hourly rates should reflect a premium for these additional complex features. Again a risk assessment is required. The premium should be a minimum 100% of the level of rates suggested in paragraph 3.1 above. 

The 2000-2001 edition relied on percentages in charging for other services. This latest edition suggests that the use of such percentages should not be without regard to the time basis and risk assessment. Therefore, practitioners and clients should discuss and agree fees. Whatever is agreed must be documented in an engagement letter.

The revised table of percentages (for other services) is presented thus:

Turnover                       Cumulative                       %Charge                    Fee

Nmillion


Turnover Nm


Rate

         N
a)


First 1



1                                5.000                   50,000


b)


Next 4



5                                4.000
          210,000

c)


Next 5



10

          3.000
          360,000


d)


Next 40


50                              2.000            1,160,000

e)


Next 50


100

          1.000
       1,660,000

f)


Next 400


500                            0.500              3,660,000

g)


Next 500


1,000                         0.250              4,910,000

h)


Next 4,000


5,000                         0.200            12,910,000

i)


Next 5,000


10,000                       0.150            20,410,000

j) Next 5,000                              15,000                        0.100           25,410,000

k) Next 5,000                               20,000                       0.075           29,160,000

l) Next 5,000                               25,000                       0.050           31,660,000

For assignments involving turnover of higher than N25 billion, the fee should be negotiable.

3.3 Foreign currency based transactions

As the tax authorities would assess on the same currency used for transactions, practitioners may charge using the same currency. 

3.4 Joint fees

Where more than one practice is engaged on an assignment, fees shall be apportioned in accordance with allocation of tasks. An engagement letter should document the terms.

3.5 Reimbursables / incidental expenses

Fees are independent of reimbursables (also known as incidental expenses). An engagement letter should clearly state this term.

3.6 Value Added Tax

Fees are exclusive of Value Added Tax. An engagement letter should clearly state this term. 

3.7 With-holding Tax

Practitioners’ fees would suffer a deduction of with-holding tax. This is in accordance with the Nigerian tax laws. To ensure that practitioners benefit from the deduction, it is tax efficient to request (from their clients) that the financial instrument for the with-holding tax be made payable to the State or Federal Tax authority. Thereafter the practitioner would obtain the instrument from the client and process the payment. On obtaining the receipt for the payment, the receipt is the property of the practitioner (it is the practitioner’s tax credit). For completeness, a copy of the receipt should be forwarded to the client.  

3.8 Interpreting the Scale of Professional Fees

Problems of interpreting should be directed to the following:

· Chairman, Professional Practice Monitoring Committee

· Chairman of the nearest District Society of Chartered Accountants

3.9  Fee Disputes
Council has approved the following Fee Arbitration Process (FAP):

· Both parties to provide details of the fee dispute, supported with relevant evidence

· The cost of the process would be borne by the “losing” party

· An independent Chartered Accountant would be the Arbitrator

A4   Quality control

4.1   Maximum human capacity

For quality work and for a practitioner to maintain good health, a limit needs to be 

recognised on the number of assignments to be handled. If a machine has a capacity level, the practitioner should also have a capacity level. 

The human capacity level can be “extended”. Efficient processes and competent staff are types of extension. No matter how good the processes and people are, the engagement partner can only extend his capacity level by so much.  

This document cannot prescribe the number of clients or assignments an engagement partner should handle. 

The above is a guide to know that the practitioner’s right to a fair level of fees should be consistent with the duty to provide cutting edge services. If 50% of the companies registered with Corporate Affairs Commission are active and complying with most laws, (local and international) accounting and auditing rules, it seems we do not have enough Chartered Accountants to provide all accounting and consulting services. In the United States, a fallout of the Sarbenes Oxley law, is that non-US based accountants are now in demand. If we all do it right, the economy would be better for it. 

     4.2     Minimum level of infrastructure

   Council has approved that:

4.2.1 The Practitioner

Must:

· have had public practice experience

· hold a valid practising licence

· not be in full time or part time employment in the public or private sector (local or international)

· not carry on another business incompatible with chartered accountancy practice

· obtain professional insurance cover

4.2.2 Display of Practice / Firm Name 

Must:

· confirm to the prescriptions of the Institute in force from time to time

· be of reasonable size, modestly/decently displayed and should consist of the practice name and the description “Chartered Accountants” only without the addition of any other words or description

· except where the practitioner’s real name is used, no member should use the name of an existing local or international practice such as may mislead the public as to the true identity of the practitioner or firm

4.2.3 Business Premises

· The business premises of the practitioner should be that befitting of a professional. 

· The Practitioner must secure an office space for his practice in a part of a town or locality befitting the status of a Chartered Accountancy practice

· The Practitioner’s major asset is his knowledge and experience which both summarise to intellectual property. The quality of this property depends heavily on a library full of resources. The practitioner should regularly invest in the library or request that the Institute should support practitioners with a dynamic library.

· The practice office space or premises shall be suitably ventilated, clean and presentable to discerning members of the public

· Where the office space is part of a residential building, then the practitioner must ensure that there is a distinguishing demarcation of the office from other sections or parts of the building not used for office or business purposes

· No part of the Chartered Accountancy practice office space shall be used for trading or for any other purposes not directly relevant to or compatible with the Chartered Accountancy practice

· The practice office shall consist of at least a separate room or rooms (or appropriately partitioned space) for each of the following persons engaged in the Chartered Accountancy practice:

· Principal or Managing Partner

· Other Partner(s) maximum 2 per room

· Reception/Outer Office/Secretary

· Manager(s)/Senior(s) Rooms up to 3 per room

· Room(s) for Junior Professional Staff

· Where business premises are not owned by the practitioner, due diligence must be exercised by him to ensure that tenancy is regular and documented

· Suitable and ample storage space shall be acquired or tenanted for keeping files, documents and stationery

· A branch office of a Chartered Accountancy practice shall in all respects conform to the basic minimum requirements set out in this Guideline.

4.2.4 Equipment and Supplies

· The minimum office furniture requirement for each practice shall be such as will duly equip the room space(s) prescribed in paragraph (3) above plus such reasonable furniture for clients, visitors and other persons who may call on the practitioner from time to time

· The office of the Principal or Managing Partner shall have installed therein an air conditioner or other mechanical equipment to ensure cooling.  All other rooms shall be made conducive for work when used by other partners and/or staff engaged in the Chartered Accountancy practice

· Each practice shall have or procure at least three file holding cabinets (desirably fire proof), fitted with locks, to separately hold documents or files relating to:

· general or special correspondence

· permanent/period working papers

· clients tax papers and/or insolvency-related issues

· Not less than one word processor or other mechanical typing device shall be procured for the exclusive use of the Chartered Accountancy practice

· The practitioner shall use his best endeavours to obtain in his name or the name of his practice such communication and/or document transmission or reproduction equipment consistent with the high status of a Chartered Accountancy practice.

· Where any communication or documents reproduction/transmission equipment are shared, the practitioner shall take appropriate steps to ensure and assure confidentiality and integrity of his dealings with clients in the use of such shared facilities.

4.2.5 Staff Complement

· The minimum number of full-time (non-partner) staff that shall be engaged in a Chartered Accountancy practice shall be three persons deployed at least to cover the following:

· Accountancy/Audit/Taxation/Insolvency

· Reception/Secretarial Work

· Sanitation/Messages/Office Assistance

· Staff remuneration shall be reasonable, non-exploitative and geared towards ensuring that the practitioner and his staff give quality service at all times

· The payment of the remuneration of staff engaged by a Chartered Accountancy practice shall be the responsibility of that practice and shall be paid or payable in observance of all laws and the Institute’s Codes (if any) relating to the payment of salaries and/or allowances

· All staff employed in a Chartered Accountancy practice shall at the time of engagement be issued an appointment letter and identity card by the firm for which they work.

