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Foreword 

This second Volume of the Central Bank of Nigeria (CBN) Rule Book, a 
Compendium of CBN Policies and Regulations, representing complements 
the content in the first edition, to cover other areas of the Banks operations 
to enhance usability by all stakeholders. I am therefore, delighted to once 
again, present it in continuation of our commitment to making all banking 
and other financial institutions policies, rules, circulars, guidelines and 
regulations, to advance transparency in the communication of monetary 
measures and actions to influence the direction of economic activities at 
various times. 

The policies of the Bank usually combine with fiscal measures of 
government to effectively impact the broad macro-economic objectives 
within a short, medium or long-term horizon. Thus, under the various phases 
of economic development, the Bank’s operations, oversight and policy 
formulation and implementation had evolved as well, from its formative 
years through control by the fiscal authorities to the present level of 
monetary policy independence. 

The Policies and Regulations contained here, therefore, reflect those 
measures taken at the various times in the history of the Bank, from its 
inception to end-December 2018, in respect of those activities not 
covered in Volume One.  

I expect these publications to remain invaluable reference materials for 
posterity. 

 

 

Godwin I. Emefiele, CON 

Governor, 

Central Bank of Nigeria 

September 2019 
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Preface 

In furtherance of the first Volume of CBN Policies and Regulations, this 
second Volume provides for the remainder of banks and other financial 
institutions policies not covered in the former.  

This Volume II therefore, has four Sections providing policy directives on (c) 
Consumer Protection; (d) Currency Operations; (e) Development Finance; 
(f) Financial Markets and (g) financial policy and regulation. 

The first Volume covered six Sections: A, B , C, D, E and F. Section A enlisted 
already published policy documents in circulation for reference as: “Trade 
and Exchange Circulars” from 1986 (Volume 1) to 2011 (Volume 10); 
“Handbook of Rules and Regulations for Banks and Discount Houses in 
Nigeria (1997 – 2012)”; “Compendium of Monetary, Credit, Foreign Trade 
and Exchange Policy Guidelines: Monetary Policy Circulars, Numbers 1 to 
40 (1959 – 2015)”; “Compendium of Monetary Policy Communiques, 
Numbers 1 to 104 (2001 – 2015)”; and, the “Monetary, Credit, Foreign Trade 
and Exchange Policy Guidelines for Fiscal Years 2016/2017”, and 
“2018/2019”. Section B, on the other hand, provided the Bank’s policies on 
banking and payment system, while Sections C, D, E and F presented 
guiding policies on banking supervision, consumer protection, 
development finance and financial markets, respectively.  

This second Volume of CBN Policies and Regulations, therefore, when 
combined with the first Volume presents the first comprehensive 
compendium of financial markets related policies and regulations by the 
Bank, from its inception (July 1, 1959) to the end-year 2018. 

 

 

  

Dr. Okwu J. Nnanna 

Deputy Governor, Economic Policy  

September 2019 
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Preamble 

The Consumer Protection Framework (herein referred to as the Framework) 

is issued by the Central Bank of Nigeria (herein referred to as the CBN or the 

Bank), in exercise of the powers conferred on it by the Central Bank of 

Nigeria Act of 2007, as amended (hereinafter referred to as the CBN Act) 

and the Banks and Other Financial Institutions Act of 2007, as amended [the 

BOFIA].  

The Framework shall guide the effective regulation of consumer protection 

practices of Financial Institutions (FIs) under the regulatory purview of the 

CBN to ensure that consumers of financial services are adequately 

protected and treated fairly. It documents the roles and responsibilities of 

the regulator, the FIs and the consumers in ensuring that the standards set, 

are met. Consumer protection will be guided by nine (9) key principles. It 

should be read in conjunction with the provisions of the CBN Act, the BOFIA 

and subsidiary regulations made under these Acts. 
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1  Introduction  
The mandate of the CBN to promote a stable financial system underscores the need 

for the Bank to develop and implement a Consumer Protection Framework that 

ensures the protection of consumer rights.   

Furthermore, the 2008 global financial crisis re-emphasized the need for concerted 

efforts among regulators in various jurisdictions to establish robust policies and 

structures aimed at regulating the conduct of operators, with a view to protecting 

consumer's assets.  

To enhance focus on the consumer agenda and ensure that consumers of financial 

services are protected and treated fairly, the CBN recognized the need to develop 

an effective and overarching regulatory consumer protection framework. The 

Framework which is a product of extensive engagements and consultations with 

critical stakeholders, sets out the minimum standards for financial consumer 

protection and is developed in conformity with international good practices and 

standards.  

1.1  Objectives  
The broad objective of the Framework is to enhance consumer confidence in the 

financial services industry and promote financial stability, growth and innovation. 

Other specific objectives of the Framework are to:  

a) protect consumers’ assets;  

b) ensure timely complaints handling and dispute resolution;  

c) ensure financial services operators put in place effective consumer risk 
management framework;   

d) empower consumers to make informed decisions;  

e) promote professionalism and ethics; and  

f) Outline the rights and responsibilities of consumers.  

1.2  Scope  
The Framework shall guide the effective regulation of consumer protection 

practices of Financial Institutions (FIs) under the regulatory purview of the CBN to 

ensure that consumers of financial services are adequately protected and treated 

fairly. These Institutions include Commercial or Merchant Banks, Specialized Banks, 

Micro-finance Banks (MFBs), Discount Houses (DH), Development Finance Institutions 

http://cenbank.org/Supervision/Inst-DH.asp
http://cenbank.org/Supervision/Inst-DH.asp
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(DFIs), Finance Houses (FHs), Bureaux-de-Change (BDCs), Primary Mortgage Banks 

(PMBs), Credit Bureaux, Mobile Money Operators and other institutions licensed by 

the CBN.   

 
1.3  Definition of Key Terms  
Alternative Dispute Resolution (ADR): refers to any means of settling disputes outside 

of the courtroom after complaints have initially been lodged with a financial 

institution.   

Consultant: refers to an entity that files a complaint on behalf of a consumer and 

therefore acts as an agent of the consumer.   

Consumer: refers to a person or an entity that uses, has used or a potential user of 

financial products or services of a FI.  

Consumer Financial Education: is the process of imparting financial knowledge and 

skills to consumers to enable them manage their personal finances effectively and 

make informed decisions.  

Consumer Protection Department (CPD): the department of the Central Bank of 

Nigeria charged with the responsibility of protecting consumer.    

Customer: refers to a person that has a relationship, by reason of benefitting from 

financial products or services offered by a FI.   

Complaint: dissatisfaction expressed by a consumer on financial product or service 

provided by a FI which may or may not have caused financial loss.  

Financial Consumer Protection: refers to laws, institutions, practices and policies to 

safeguard consumer rights and ensure fairness in the provision of products and 

services by financial institutions.  

Financial Inclusion: The process of ensuring easy access by an individual to a broad 

range of formal financial services that meet their needs at an affordable cost.   

Financial Literacy: is the possession of knowledge, skills and confidence required to 

manage personal finances and make informed financial decisions.   

http://cenbank.org/Supervision/Inst-FC.asp
http://cenbank.org/Supervision/Inst-FC.asp
http://cenbank.org/Supervision/Inst-PMI.asp
http://cenbank.org/Supervision/Inst-PMI.asp
http://cenbank.org/Supervision/Inst-PMI.asp
http://cenbank.org/Supervision/Inst-PMI.asp
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Financial Institution: refers specifically to financial institutions (together with their 

staff, agents or representatives) regulated by the Central Bank of Nigeria. Financial 

institutions include Commercial or Merchant Banks, Specialized Banks, Micro-

finance Banks (MFBs), Discount Houses (DHs), Development Finance Institutions 

(DFIs), Finance Houses (FHs), Bureaux-de-Change (BDCs), Primary Mortgage Banks 

(PMBs), Credit Bureaux, Mobile Payment Companies, Mobile Money Operators or 

any other institution as may be licensed by the CBN from time to time in line with the 

relevant provisions of BOFIA.  

Financial Ombudsman: an organization, institution or office with the mandate to 

investigate and address complaints against financial institutions.   

Vulnerable Group:  includes the elderly, less educated, physically challenged, 

foreigners, critically ill, refugees, immigrants, mentally challenged individuals, low 

income earners or any other category of persons that may be at risk of financial 

exclusion.  

2  Consumer Protection Principles  
The Framework is guided by the following:  

a) G20 High Level Principles – These principles were developed by the Organization 

for Economic Cooperation and Development (OECD), the Financial Stability 

Board (FSB) and other relevant international organizations in response to the 

request by the G20 Finance Ministers and Central Bank Governors to develop 

common principles to guide consumer protection in the field of financial 

services. The principles were endorsed by the G20 in October 2011.    

b) World Bank Good Practices – These practices were developed in 2012 by the 

World Bank to complement the High Level Principles created by the OECD.  

c) Four Pillars of Consumer Protection – These principles were developed by the 

Financial Services Consumer Panel (FSCP) to guide the European Parliament in 

evaluating every element of the financial services legislations aimed at 

enhancing consumer protection.   

http://cenbank.org/Supervision/Inst-MF.asp
http://cenbank.org/Supervision/Inst-MF.asp
http://cenbank.org/Supervision/Inst-MF.asp
http://cenbank.org/Supervision/Inst-MF.asp
http://cenbank.org/Supervision/Inst-MF.asp
http://cenbank.org/Supervision/Inst-MF.asp
http://cenbank.org/Supervision/Inst-MF.asp
http://cenbank.org/Supervision/Inst-DH.asp
http://cenbank.org/Supervision/Inst-DH.asp
http://cenbank.org/Supervision/Inst-DH.asp
http://cenbank.org/Supervision/Inst-DH.asp
http://cenbank.org/Supervision/Inst-FC.asp
http://cenbank.org/Supervision/Inst-FC.asp
http://cenbank.org/Supervision/Inst-FC.asp
http://cenbank.org/Supervision/Inst-FC.asp
http://cenbank.org/Supervision/Inst-PMI.asp
http://cenbank.org/Supervision/Inst-PMI.asp
http://cenbank.org/Supervision/Inst-PMI.asp
http://cenbank.org/Supervision/Inst-PMI.asp
http://cenbank.org/Supervision/Inst-PMI.asp
http://cenbank.org/Supervision/Inst-PMI.asp
http://cenbank.org/Supervision/Inst-PMI.asp
http://cenbank.org/Supervision/Inst-PMI.asp
http://cenbank.org/Supervision/Inst-PMI.asp
http://cenbank.org/Supervision/Inst-PMI.asp
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Consequent upon the review of the above and in recognition of the peculiarities of 

the Nigerian financial services industry, the following principles are contained in the 

Framework:  

1. Legal, Regulatory & Supervisory Structures;   

2. Responsible Business Conduct;   

3. Disclosure & Transparency;   

4. Consumer Financial Education;   

5. Fair Treatment;   

6. Protection of Consumer Assets, Data & Privacy;   

7. Complaints Handling & Redress;   

8. Competition; and  

9. Enforcement.      

2.1  Legal, Regulatory and Supervisory Structures  
There shall be effective legal, regulatory and supervisory structures to protect 

consumers of banking and other financial services regulated by the Bank. These 

structures shall evolve based on emerging market trends. Institutions responsible for 

consumer protection shall have the necessary authority to fulfil their mandate; clear 

responsibilities supported by appropriate governance structures; operational 

independence and high professional standards. The primary coverage areas to be 

addressed under this principle are:  

• Legal and Regulatory Framework – periodically, laws and regulations may 

be required for the effective regulation of financial institutions.  

• Supervisory and Compliance Framework – effective institutional 

arrangements shall be established for the enforcement of consumer 

protection.  

2.1.1  Legal and Regulatory Framework   
1. Financial consumer protection shall be carried out by the Central Bank of 

Nigeria (CBN) in accordance with powers granted in Section 2 (d) of the CBN 

Act and Section 57 of BOFIA.  

2. The CBN may sponsor the enactment of legislations or make regulations for 

financial consumer protection.  
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2.1.2  Supervisory Framework  
The CPD shall develop and implement mechanisms to ensure effective supervision 

of FIs in the area of consumer protection through offsite supervision and onsite 

examination. These mechanisms shall include the following:   

• Consumer Protection Risk-Based Supervision: This approach entails identifying 

and focusing on products, services and practices which pose significant risk to 

consumers.  

The Bank shall adopt proactive supervisory approach in assessing the 

consumer protection practices of financial institutions. When examining FIs, the 

Bank shall adopt a risk-focused approach to identify activities and practices 

that pose high risk to consumers. This approach shall discourage FIs from 

engaging in practices which may expose consumer assets to unmitigated risk.  

• Compliance Plan: FIs shall be required to establish internal processes and 

procedures to comply with this Framework. To this end, periodic compliance 

plans shall be submitted by FIs for approval based on the Guidelines issued by 

the Bank. Financial institutions shall also identify risks peculiar to their operations 

which could impede the effective implementation of this Framework as well 

as measures to mitigate them. The Bank shall continuously monitor FIs to ensure 

conformity to approved plans.   

• Periodic Reporting: To foster transparency, FIs shall periodically submit reports 

and publish (where required) information on their operations covering 

performance statistics (such as complaints statistics including value of 

refunds), current and planned initiatives amongst others.   

• Self-Regulation: FIs shall be encouraged to develop structures for self-

regulation either individually or collectively in line with the consumer 

protection principles. FIs are expected to develop codes of 

conduct/practices stating minimum standards of service as it relates to 

consumer protection matters. The Board of directors shall ensure that their 

operations align with the codes of conduct which shall amongst others 

address the following:  

a) transparency and disclosure requirements;  

b) fair contract terms;  
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c) sales promotion;  

d) capability and suitability assessment; and   

e) Complaints handling.  

The CBN shall provide some degree of supervision over the self-regulatory 

environment to prevent practices that may hamper its effectiveness‒ such as 

conflict of interest and weak sanctions‒ including:  

a) ensuring objectivity in the remediation process; and   

b) Interpreting relevant regulations that pertain to financial consumer 
protection.  

• Collaboration: The Bank shall collaborate with key stakeholders to facilitate the 

protection of consumer rights. The Bank may execute Memorandum of 

Understanding (MoU) with stakeholders to effectively coordinate consumer 

protection activities. Where necessary, the views of stakeholders shall be 

sought in the policy/regulatory development processes. Some of the 

stakeholders include:  

a) The Consumer Protection Council: an agency of the Federal Government 

established by the Consumer Protection Council Act No. 66 of 1992 with the 

overarching responsibility for consumer protection in Nigeria.  

b) Bankers’ Committee: a body comprising the Central Bank of Nigeria (the 

Governor is the chairman), Deposit Money Banks (DMBs) and Discount Houses. 

The Committee has several subcommittees in charge of various issues, one of 

which is the Subcommittee on Ethics & Professionalism which checks unethical 

practices in the financial industry.  

c) The Financial Ombudsman (proposed): the Office of the Nigerian Financial 

Ombudsman Bill seeks to establish the Financial Ombudsman to resolve 

financial & related disputes arising from the financial services industry.  

d) Consumer Advocacy Groups: these are organizations, groups or entities set up 

to ensure that the rights and interests of Nigerian consumers are protected.  

e) Consultants: these are individuals or entities who represent consumers and 

ensure that their rights are protected.  
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f) Relevant Government Agencies: Nigeria Deposit Insurance Corporation 

(NDIC), National Insurance Commission (NAICOM), Securities and Exchange 

Commission (SEC), National Pension Commission (PENCOM), Public 

Complaints Commission (PCC), National Human Rights Commission (NHRC), 

Economic and Financial Crimes Commission (EFCC), law enforcement 

agencies etc.  

g) Financial Services Regulation Coordinating Committee (FSRCC) established 

by Section 43 of the CBN Act, 2007 (as amended) to co-ordinate the 

supervision of FIs, amongst others.   

2.2  Responsible Business Conduct  
Financial Institutions shall observe high ethical standards and professionalism in their 

business transactions with consumers. They are required to assess the financial 

capabilities of consumers and offer only suitable products/services based on their 

needs and capability. In addition, they shall provide channels for consumers to 

make enquiries and complaints. The following specific areas will be addressed 

under Responsible Business Conduct:  

• Communication: All requests for information must be responded to timely and 
with clarity.   

• Provision of financial advice: FIs shall provide consumers with objective 

advice to enable them make informed decisions.   

• Responsible lending: FIs shall carry out proper credit worthiness assessment on 

consumers before granting credit to avoid reckless lending.   

• Debt collection: financial institutions shall adopt debt recovery processes that 

are courteous and fair to consumers. Consumers must be proactively 

engaged and given early notice of outstanding obligations prior to the 

commencement of debt collection efforts.  

• Sales promotion: marketing of products and services using incentives should 

be carried out in an ethical and professional manner.  

2.2.1  Communication  
1. All requests for information shall be responded to clearly, timeously and in 

writing or via the customers means of communication with appropriate 
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documentation. For this purpose, mere acknowledgement of a request 

would not suffice as a response.   

2. In any communication with customers, FIs shall act in the best interest of 

customers. Remuneration and incentives structure in the industry shall 

encourage ethics and integrity.  

3. Customer shall be notified when an activity threatens to violate the terms of 

contract.  

 

2.2.2  Provision of Financial Advice  
1. Financial Institutions shall act in the best interest of consumers in the provision 

of advice and execution of transactions. For consumers to make informed 

decisions in choosing financial products and services, they must be 

acquainted with the features, costs, risks, penalties, terms and conditions. 

Thus, before consumers sign up for any financial products, FIs shall:   

a) Give clear information on the features of the services and products;  

b) Assess whether the products or services of interest suit the consumers’ needs. 

Where a product requested does not meet the needs of the customer, the FI 

is obliged to advise or caution the customer in writing before granting such; 

and  

c) Assess the consumers’ ability to fulfill the terms and conditions associated with 

the financial products and services;  

2. Financial institutions shall provide appropriate financial advice to consumers 

before the sale of any financial product or service. For financial products or 

services that are complex or potentially risky to consumers, financial 

institutions shall document pre-contractual and subsequent deliberations with 

consumers. The records shall reflect the financial institutions’ efforts in taking 

the aforementioned steps (Section 2.2.2.(1)) before reaching an agreement 

with the consumer on the product or service. In addition, records of meetings 

must be acknowledged by the consumer.   

3. The CBN shall use appropriate mechanisms (such as examining FIs’ records of 

pre-contractual deliberations with customers (see Section 2.2.2.(2)), mystery 

shopping amongst others) to monitor financial institutions and ensure that 



12 
 

Classified as Confidential 

they properly engage customers prior to the sale of financial products or 

services.   

2.2.3  Responsible Lending  
1. To promote positive credit culture in the industry, FIs shall establish structures 

to prohibit reckless and predatory lending.  

2. Financial institutions shall provide credit counselling to prevent consumers’ 

indebtedness due to limited financial knowledge. Credit counselling is the 

process of educating consumers on borrowing and debt settlement.  

3. Credit counselling facilities shall be available and accessible to all consumers. 

Consumers shall be made aware of such services and shall be encouraged 

to take advantage of such facilities provided by the financial institutions.  

4. FIs shall provide detailed information on the terms and conditions of a credit 

agreement to consumers prior to executing the loan agreement. Such 

information must at a minimum include the pricing, repayment schedule, 

repayment amount, tenure and opt out options.  

2.2.4 Debt Collection  
1. The CBN shall set guidelines for ethical debt collection practices in the 

industry. These guidelines shall be based on dialogue, respect for the 

consumers’ privacy and longevity of consumer-FI relationships amongst 

others.  

2. Where consumers are unable to meet their financial obligations, financial 

institutions shall be encouraged to adopt fair and ethical debt recovery 

practices.   

3. FIs shall ensure that personnel assigned to recover debts are properly trained. 

Consumers shall be informed in advance before a recovery process is 

initiated.   
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2.2.5  Sales Promotion  
1. Sales promotions or related activities shall be conducted professionally and 

ethically. In a bid to generate increased business volumes or attract new 

customers, financial institutions shall provide factual information and shall not 

mislead consumers.   

2. Financial institutions shall be required to fulfil the terms of promotional offers. 

In addition, before the launch of any sales promotion, FIs shall provide the 

CBN with evidence of capability to manage the influx of customers without 

diminishing service quality.  

2.3  Disclosure and Transparency  

Financial institutions shall provide accurate information on financial products 

and services to consumers at all times to enable them make informed 

decisions. Such information must be timely, detailed and clear. The primary 

coverage areas to be addressed are:  

• Contract terms: contract terms should contain adequate information that will 

enhance consumers’ decision making process prior to execution of the 

contract. Financial institutions shall also inform consumers of the possibility of 

variations in terms and conditions of contracts due to changes in economic 

conditions before such contracts are executed. Customers shall be provided 

with the statement of financial position at all times.  

• Notice of Variations: FIs shall give prior notice to consumers within the time 

specified in contracts, before implementing variations in terms and conditions 

of contracts.  

• Advertisement: Advertisements and marketing materials must convey 

complete and accurate information on the products and services being 

advertised.  

2.3.1  Contract Terms  
1. Financial Institutions shall disclose and document all terms and conditions 

including inherent risks, fees, charges and other payments to be made by 

a consumer for a product or service.  
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2. The CBN shall issue guidelines on disclosure requirements for products and 

services in contract agreements between financial institutions and 

consumers of financial products and services. These guidelines at a 

minimum shall cover areas such as: 

a) Fees and charges;  

b) penalties (prepayment costs and default charges);   

c) interests (payable or receivable);  

d) payment and termination modalities; and  

e) Risks.  

3. Financial Institutions shall proactively inform consumers of the possibility of 

variations in terms and conditions of contracts.   

4. Contractual agreements shall be precise and clear. Information must be 

communicated in simple language to avoid misinterpretation. 

Contractual agreements must be in legible font size. Where technical 

terms are used, the financial institution shall ensure that such technical 

terms are clearly explained to the understanding of the consumer to 

avoid confusion or miscommunication.  

5. Financial Institutions shall conspicuously display specific and up-to-date 

information (such as certificate of incorporation, banking license, interest 

rates, foreign exchange rates, helpdesk contact details etc.) at customer 

engagement areas.  

6. Financial institutions shall provide financial calculation tools on their 

websites to assist consumers to perform simple calculations that may be 

required to ascertain the suitability of certain financial products. In 

addition, financial institutions have a responsibility to make reasonable 

effort towards ensuring that consumers of financial products are 

knowledgeable about the products/service they wish to purchase.   

7. The CBN shall publish rates offered by financial institutions to enable 

consumers make informed decisions in the selection of suitable products 

and services.   
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8. While the contract subsists, customers shall be provided with the 

statement of financial position at all times such as loan statement, 

account statement.  

 

2.3.2 Notice of Variation  
1. Within a minimum timeline specified by the CBN, financial institutions shall 

notify consumers about changes to terms and conditions of contracts prior 

to the implementation of such changes.   

2. Notice to consumers on variations to terms and conditions must at a 

minimum contain the following details:   

a) Changes in rates / charges (existing rate and new rate that is 

being introduced)  

b) Rationale for variation;  

c) Commencement date of new terms and conditions;  

d) Revised repayment schedule in line with the new rates (where applicable);  

         e) Options available to the consumer, including the opt-out options.   

3. Variation notice must be at no cost to the consumer and there must be 

evidence of dispatch to address on file or via the usual means of 

communication with the consumer.    

4. FIs shall respond to requests for waivers, concession or other variations on 

credit facilities within specified timelines, failing which such requests would 

be deemed to have been accepted.   

2.3.3  Advertisement   
1. Financial Institutions must be factual and clear in all communication 

(including advertisements) with consumers. Communications/ 

advertisements on financial products and services must at a minimum:  

a) Not be misleading;  

b) Be clear and explicitly state the features of the products/services as 
approved;  

c) Not seek to misrepresent or exaggerate the benefits of the 
products/services  
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2. Adverts shall disclose all conditions associated with the products and 

services. For example, where a promotional material makes reference to 

interest rates, financial institutions shall indicate all other applicable 

charges. In addition, measures shall be provided for consumers to make 

further enquiries.   

3. FIs shall ensure that adverts align with approved product features. Adverts 

not in line with approved product features will attract appropriate 

sanctions.  

 

2.4  Consumer Financial Education  

Consumer Financial Education is the process of imparting financial knowledge 

and skill to consumers to enable them know their rights and responsibilities, 

make informed decisions and manage their personal finances effectively.   

The CBN shall collaborate with relevant stakeholders to develop a financial 

literacy framework taking the following into consideration:  

• Consumer segmentation: determine the approach for engaging with and 

disseminating information to various segments or target groups within the 

Nigerian population.  

• Content Development: content shall be developed to reflect the needs of 

specific consumer target groups on the basis of consumer segmentation.  

• Strategy: a comprehensive and overarching approach will be adopted to 

ensure coverage in the delivery of financial education programs.  

• Consultation & Collaboration: frequent consultations and collaborations 

with relevant stakeholders shall serve as a platform for exchange of 

information and ideas that are of interest to the industry.  

Stakeholders shall collaborate towards the achievement of financial 
education objectives.  

• Monitoring & Evaluation: there shall be a mechanism for monitoring the 

performance of stakeholders with respect to implementation of various 

consumer financial education initiatives.   
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2.4.1  Consumer Segmentation  
For effective delivery of consumer financial education, the populace shall be 

segmented to reflect the diverse nature of the country such as demography 

(age, geographical location), level of education, ability (physical & mental).  

2.4.2  Content Development  
1. The CBN shall in collaboration with relevant stakeholders provide the guide 

for content development or develop content on financial education in 

line with the peculiarities of consumer segmentation.   

2. The guide or the content may be reviewed periodically in line with 
developments in the industry.   

3. A common repository of financial education content shall be established 

for uniformity of information.   

2.4.3 Strategy  
• Communication Strategy   
1. The CBN in collaboration with relevant stakeholders shall define a 

communication strategy for financial education.  

2. Financial education programs shall be conducted nationwide by the CBN 

and relevant stakeholders to create awareness on consumer rights and 

responsibilities. These programs shall be designed to address the 

peculiarities of various consumer segments.  

3. The CBN, financial institutions and other relevant stakeholders shall 

leverage on a variety of media including traditional and new media to roll-

out financial education programs. These materials shall be developed in 

English, indigenous languages or other means of communication for 

people with special needs, where necessary.  

4. Stakeholders shall be encouraged to provide toll-free phone lines for 

enquiries to be operated by trained agents. Such calls shall be monitored 

for quality assurance.  

5. The CBN shall encourage outreach programs through trade unions or 

trade associations as avenues for providing consumer financial education 

to the public.  
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• Development of academic curriculum  
1. The CBN in collaboration with other relevant stakeholders shall ensure that 

financial education content is incorporated into the academic curriculum 

of Nigerian schools at all levels (basic, senior-secondary and tertiary).   

2. CBN in collaboration with relevant stakeholders shall establish platforms 

that will encourage participation in interactive activities in schools such as 

mentoring programs, quizzes, competitions and seminars.   

2.4.4  Consultation and Collaboration  
1. The CBN shall collaborate with relevant stakeholders to develop robust 

program to serve as platform for exchange of information and ideas. The 

CBN shall cooperate with International Development Partners such as the 

Organization for Economic Co-operation and Development (OECD), the 

World Bank and other international standard setting bodies for exchange 

of information on global trends and leading practices in financial 

education.  

2. The CBN shall collaborate with relevant stakeholders to effectively execute 

financial education programs.   

3. Financial education shall form   part of the corporate culture of financial 

institutions. Financial institutions may organize educational programs in 

conjunction with the CBN, relevant professional bodies, consumer 

advocacy groups and agencies to enhance general financial knowledge 

of consumers.  

2.4.5  Monitoring & Evaluation  
There shall be mechanisms for monitoring the performance of stakeholders 

with respect to the implementation of various consumer financial education 

initiatives.  

2.5  Fair Treatment  
Consumers shall be treated equitably without bias at all stages of their 

relationship with financial institutions. Every consumer shall be given equal 

access to basic banking services and consideration accorded to the needs of 

vulnerable groups. Key themes to be addressed are:  
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• Access to finance: eligible consumers must be granted access to financial 
products and services;  

• Equity: consumers shall be treated equitably at all times in a manner devoid 
of discrimination;  

• Unfair Contract Terms: contract terms must not undermine the rights of 

consumers giving FIs undue advantage.  

2.5.1  Access to finance  
Access to basic banking and other financial services is a critical theme around 

consumer protection. The CBN shall establish policies and structures to 

enhance access to financial products/services, especially amongst 

vulnerable groups.   

2.5.2  Equity  
1. Financial institutions shall not discriminate against consumers’ access to 

basic financial services on the basis of attributes such as social status, 

physical ability, marital status, gender, age, religion or tribe.   

2. FIs shall treat consumers with respect and shall not engage in practices 

such as threats, intimidation, humiliation, misrepresentation, deception or 

unfair inducements.  

2.5.3 Unfair Contract Terms  
1. Terms and conditions shall clearly set out the respective rights and 

obligations of all parties to transactions in simple language. The use of 

technical terminologies/languages shall be limited or avoided in contract 

documents, where they are used, FIs shall ensure that these terminologies 

are clearly explained to consumers.      

Contract terms shall be considered unfair where there is a significant 

imbalance in one party’s rights and obligations to the detriment of the 

other. The following, amongst others, are considered to be unfair terms:

a) Limiting the liability of the financial institution in the event of total or partial 

non-performance of contractual obligations;   

b) Excluding the liability of the FI in the event of its negligence which is 

detrimental to the consumer;   

c) Clauses that bind a consumer while the corresponding obligation on the 
FI is conditional;  
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d) Termination of agreements or alteration of clauses without reasonable 
notice to the consumer;  

e) Limiting the financial institutions’ liability with respect to actions or 

commitments undertaken by their agents;  

f) Giving the FI the possibility of transferring its rights and obligations under 

the contract, where this may reduce the rights of the consumers, without 

their consent;   

g) Excluding or limiting the right of the consumer to take legal action should 
infraction occur. 

2. Contract terms that conflict with regulations are null and void ab initio.   

3. Consumers or other stakeholders are encouraged to report contract terms 

that are in conflict with any regulation.  

2.6  Protection of Consumer Assets and Privacy  

Appropriate measures shall be established to guarantee protection of 
consumer assets and privacy.  

Consumer’s financial and personal information shall be protected by FIs at all 

times and shall not be released to a third party without the consent of the 

consumer, except as required by law.   

The following information are considered to be confidential and shall be 

protected at all times; Contact details, account number and balance, 

statement of accounts and any other information known to the financial 

institution .  

The Bank shall establish guidelines to safeguard consumer assets and privacy 

against unauthorized access. The primary areas to be covered are:  

• Fraud: the need for adequate controls to be put in place to prevent 
incidences of fraud.  

• Data Privacy: the need for adequate controls to be put in place to 
prevent unauthorized access to consumers’ confidential information.   

2.6.1  Fraud  
1. Financial institutions shall establish policies and controls to safeguard 

consumer assets against fraud. These policies and protocols may include 

the use of sophisticated software and transaction monitoring systems to 
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monitor the internal processes/operations of financial institutions. 

Therefore, key policies shall include:   

a) Segregation of duties: the initiation and conclusion of transactions 

shall not rest with an individual. Necessary hierarchical controls, 

second level authentications amongst others, shall be put in place to 

prevent fraud;    

b) Access to information: appropriate access control systems shall be 

established by financial institutions. FIs shall restrict and monitor access 

to customer’s data base;  

c) Security (physical and electronic): consumer data and records must 

be securely stored at all times and accessed only by authorized 

personnel;  

d) Adequate data storage infrastructure: specification of technical 

requirements for data storage infrastructure; and  

e) Periodic audit: financial institutions shall ensure periodic audit of 

control systems to ascertain adequacy and effectiveness to guard 

against breaches.  

2. Electronic payment instruments/systems shall be embedded with safety 

mechanisms; institutions shall ensure regular systems updates to guard 

against possible security lapses. The CBN shall specify minimum technology 

standards for payments platforms.  

3. Financial institutions shall perform periodic internal risk assessment to 

identify and assess data security risks on their systems.   

4. Financial institutions shall enforce disciplinary action against employees 

involved in fraud and report same to the regulator. Where required, the 

CBN shall blacklist such employee from further employment within the 

industry.  

5. Financial institutions shall promptly refund customers for actual amounts 

lost due to fraud with interest at the CBN prescribed rate unless it can be 

proved that loss occurred as a result of customer’s negligence or through 

fraudulent behavior.   
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6. Financial institutions shall require customers to update their details within 

the timeline specified by the CBN. Customers are obliged to update their 

records as need arises in order to ensure data accuracy and ultimately 

enhance protection. Financial institutions shall create convenient avenues 

through which customers can make these updates.   

7. Financial institutions shall continually create awareness on fraudulent 

practices and consumers’ responsibilities to guard against such.     

2.6.2  Data Protection   
1. All personal information of customers (including those with closed 

accounts) shall be kept in confidence by FIs. As a duty of care, financial 

institutions are obliged to safeguard the privacy of their customers’ data.   

2. Financial institutions shall not reveal consumers/customers information to a 

third party except in the following cases:  

a) With the express permission of the customer,    

b) As required by the CBN and other regulatory bodies;  

c) Where there is a court order;   

d) In pursuance of public duty/interest;  

3. Appropriate data protection measures and staff training programs shall be 

put in place to prevent unauthorized access, alteration, disclosure, 

accidental loss or destruction of customer data.    

4. The consent of consumers shall be obtained in writing before their data is 
shared with third parties.  

For this purpose, a third party includes a subsidiary or an associated 
company.  

5. Financial institutions shall obtain the prior consent of customers in writing 

before using such information for future promotional offers via e-mail, SMS, 

phone calls and other channels.  

6. Consumers partaking in sales promotions shall be informed if they would 

be required for any publicity or advertisement by the financial institution.   

2.7  Complaints Handling and Redress  

Adequate measures shall be established to address disputes that may arise 

from interactions and relationships between the FI and the consumer. The 
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existence of effective complaints handling mechanisms that are affordable, 

fair, timely, transparent, accessible and independent would enhance overall 

consumer confidence in the financial system. The primary areas to be 

addressed are:  

• Complaints channels: avenues for lodging complaints shall be readily 

available and easily accessible to consumers. Consumers shall be made 

aware of the various channels.  

• Complaints management processes or procedures: The processes and 

procedures for complaints management shall be simple and efficient 

supporting the effective resolution of consumer complaints. Consumers 

shall be made aware of the various recourse mechanisms. 

• Complaints redress: provisions shall exist for the fair redress and 

compensation of consumers in the event of wrongful treatment.   

• Collaborations with other bodies: effective collaborations with other 

dispute resolution bodies in the industry shall be established to ensure a full 

coverage of consumer complaints handling.   

2.7.1  Complaints Channels   
1. Financial institutions shall have multiple channels (including electronic and 

non-electronic channels) for consumers to lodge complaints. Examples of 

complaints channels may include provision of dedicated email addresses, 

telephone numbers, help desk, web chat etc. Such channels shall be toll-

free, easily accessible and available to consumers or their agents at all 

times.  

2. Financial institutions and Alternate Dispute Resolution institutions shall 

provide consumers with information on available mechanisms for handling 

complaints. At a minimum, such information shall include:  

a) Available channels for complaints handling and redress;  

b) Timeline for complaints resolution;  

c) Responsibility of the complainant at each stage of the process;  

d) Obligation of the financial institution or ADR institution; and  

e) Escalation processes.  
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This information shall be provided at no cost to complainants at the point 

of commencing a contractual relationship, upon request or when 

acknowledging a consumer complaint.  

3. Complaints channels shall be staffed by courteous individuals with 

experience in handling consumer issues. Supervision of the complaints 

handling process must be carried out by senior management staff.  

4. Financial Institutions shall provide relevant training for staff involved in the 

development and approvals of complaints handling policies, practices 

and procedures as well as for staff who interface directly with consumers.   

5. The CBN shall set minimum standards for the operations of the various 

complaints handling channels, including the electronic and non-

electronic channels. Periodically, there shall be audits or checks on the 

availability and adequacy of these channels, as well as a comprehensive 

evaluation of financial institutions’ compliance with the minimum 

standards set.  

6. The CBN shall promote Alternative Dispute Resolution in the industry.   

7. The Consumer Protection Department (CPD) shall be responsible for 

managing all consumer complaints at the CBN.   

2.7.2  Complaints Management Processes or Procedures   
1. Financial institutions shall have clear procedures (including timelines which 

must be in accordance with minimum standards set by CBN) for receiving 

and resolving complaints. FIs are expected to automate their complaints 

management processes or procedures.  

2. Financial institutions shall establish and implement effective and 

transparent processes for handling complaints.  

3. The complaints management processes of financial institutions shall 

include proactive measures to minimize the incidences of complaints. 

Complaints statistics shall be published in financial statements of FIs.  

4. Consumer complaints shall first be lodged with the relevant FIs and only be 

escalated to alternate dispute resolution organs in the event that the 
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consumer is dissatisfied or the complaint is not resolved within the 

stipulated time.  

5. If complaints are not resolved by the financial institution or consumers are 

dissatisfied with the outcome of the complaints handling process, the FIs 

must inform consumers of the alternative recourse mechanisms available, 

and the process involved in seeking redress through these channels.   

6. To avoid duplication of effort by ADRs, consumers shall lodge complaints 

with one ADR at a time and state categorically where complaints have 

earlier been reported to other ADRs as well as provide the decision 

reached.  

7. Financial institutions shall provide consumers with status update on 

complaints. Consequently, the following must be addressed in the course 

of managing a consumer complaints:  

a) The timelines stipulated by the CBN;  

b) Financial institution’s acknowledgement of complaints received stating 

the timeline within which a response will be made available;  

c) Provision of reference numbers for all complaints received;  

d) In the event of delays, reason for delayed resolution including status in the 

event that complaint remains unresolved at the expiration of the agreed/ 

communicated resolution or response timeline;   

e) For complaints that have been resolved, resolution shall be provided in 

writing and acknowledged by the consumer. It is also advised that the 

consumer’s concurrence or objection is sought or obtained within a 

stipulated time.  

8. To ensure easy resolution of complaints, the CBN may place a time limit or 

bar for lodging consumer complaints. However, time restrictions shall not 

apply in exceptional cases such as fraud.    

9. ADRs shall not investigate cases concurrently with financial institutions; a 

case shall be admissible at the ADR only after a decision has been made 

by the FI. It is upon dissatisfaction with the decisions that such consumer 

may proceed to an alternate dispute resolution institution.  
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10. To fast-track resolution of complaints, ADR institutions shall encourage 

mediation or reconciliatory meetings between complainants and the 

financial institutions.   

11. To promote disclosure and instill accountability amongst FIs, information on 

consumer complaints shall be published by FIs in their financial statements. 

The CBN shall in addition, publicize these statistics across financial 

institutions on a regular basis. This would enable institutions compare their 

performance against peers and provide consumers with additional source 

of information for financial decision making.   

12. The CBN shall not handle cases that fall within these categories:  

a) Time barred complaints; and  

b) Cases before the courts or cases already ruled upon by the courts of 

law (except where directed by the court through an order). 

2.7.3  Complaints Redress   

1. Financial institutions shall develop a Customer Compensation Policy to 

address various category of complaints which may arise due to service 

failures. FIs must publicly display this policy on various media such as bank 

websites, branches.   

2. The Customer Compensation Policy shall be in line with guidelines issued 

by the CBN and shall contain provisions for probable infractions such as:  

a) Unauthorized or erroneous debits;  

b) Excess charges; and 

c) Financial loss to consumers due to staff negligence/fraudulent 

activities. 

3. Where there is a complaint on excess charges, FIs shall carry out account 

reconstruction where necessary, in order to put the account into proper 

perspective.  

4. FI shall provide evidence of complaints resolution to customers, ADRs and 

regulators, where required.   
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5. Complainants shall provide written acknowledgement confirming 

satisfaction or otherwise with the outcome of the dispute resolution 

process within a specified time.  

6. Where a complainant fails to acknowledge resolution within the specified 

timeline, the complainant would be deemed to be satisfied and the case 

closed.  

7. Decisions of ADR institutions may be appealed through the internal 

process prescribed by such institutions.  

2.7.4  Collaborations with other bodies  
1. Institutions involved in complaints management shall collaborate with 

relevant agencies to enhance the efficiency of the dispute resolution 

process. Memorandum of Understanding (MoU) shall be signed between 

institutions involved in financial consumer protection or dispute resolution.  

The details of the Memorandum of Understanding shall include amongst 

others:  

a) Roles and responsibilities of parties;   

b) Recourse in the event of non-resolution; and  

c) Escalation path along the various institutions during a dispute resolution         
process.   

 
2.8  Competition  

Competitive markets should be promoted in order to encourage innovation, 

offer consumers diverse range of financial products and services, excellent 

service delivery and ultimately ensure that consumers benefit from the 

practice of competition.    

To promote competition within the industry, financial institutions shall 

collaborate with financial regulators and other stakeholders. The critical 

themes to be covered are:  

• Free Market: regulators should encourage innovation as well as free entry 

and exit in the industry.   
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• Switching Barriers: consumers should be allowed to terminate contracts or 

engage in banking transactions with their preferred financial institution 

without any restrictions.  

2.8.1  Free market   
1. The CBN shall encourage product development by financial institutions to 

enable consumers have access to variety of innovative products and 

services.  

2. The CBN shall monitor the market to restrict practices which may inhibit 
competition.  

3. The CBN shall discourage anti-competitive practices such as:   

a) Price-fixing or pegging of charges – any act by one or more FIs to fix 

charges on products and services for their benefit but to the detriment 

of consumers;  

b) Market allocation – agreement amongst FIs to form territories so that 

specific institutions are found in certain regions to the exclusion of 

others;   

c) Abuse of dominance – any act by one or more FIs with significant 

market power or share which have adverse effect on competition; 

and  

d) Tied selling – any act by financial institutions forcing consumers to buy 

or subscribe to other products or services along with the desired 

products or services.  

2.8.2  Switching Barriers   
1. Consumers shall be allowed to engage in banking transactions with their 

preferred financial institutions.  

2. Consumers shall have the right to terminate contracts, change or switch 

FIs, products and/or services subject to contractual terms. It is unethical 

and anti-competitive for FIs to place restrictions on consumers that 

discourage switching.   

3. Where a customer decides to switch, the financial institution shall provide 

the necessary information to the new financial institution.   
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2.9  Enforcement  

To ensure compliance with consumer protection regulations within the 

financial industry, consumer protection regulators shall ensure effective 

enforcement of regulations, with the application of appropriate sanctions. 

Enforcement shall be timely, objective, firm and publicized to increase 

awareness and promote consumer trust. Key themes to be addressed are:  

• Enforcement Processes or Procedures: there shall be guidelines for the 

efficient execution of the provisions in this Framework.   

• Enforcement Methods: The CBN shall employ supervisory mechanisms for 

the effective enforcement of consumer protection regulations.  

2.9.1  Enforcement Processes or Procedures  

1. The CBN shall enforce consumer protection in the banking industry in 

collaboration with other relevant stakeholders.   

2. The CBN shall deploy adequate resources to support consumer protection. 

Periodically, the Bank shall benchmark its internal capacity with consumer 

protection bodies of leading jurisdictions towards strengthening its 

operations and capacity.    

2.9.2  Enforcement Methods  

The CBN shall adopt effective mechanisms to support the enforcement of 

consumer protection regulations. These mechanisms shall be backed by 

regulations in the industry.  

1. The Bank shall conduct investigations when necessary, and findings shall 

form the basis for Management decision.  

2. Contravention of the provisions of this Framework or other regulations on 

consumer protection shall attract appropriate sanctions. The following are 

some of the sanctions the Bank may impose:    

a. Refund to customers in line with relevant regulations issued by the 

Bank;  

b. Letter of apology;  
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c. Restriction on activities;  

d. Suspension from inter-bank activities;  

e. Suspension/withdrawal of foreign exchange dealership license;  

f. Denial of approvals;  

g. Publication of infractions and sanctions;  

h. Monetary penalties;  

i. Product recall;  

j. Adverts cancellation;  

k. Warning letters to management /Board;  

l. Suspension/removal of Board/management staff/employees;  

m. Referral to law enforcement agencies for prosecution;  

n. Revocation of banking license; and  

o. Other sanctions deemed appropriate.  

3. The CBN shall adopt other proactive mechanisms to monitor financial 

institutions’ compliance with the provisions of the Consumer Protection 

Framework.   

3  Consumer Rights and Responsibilities  

In a relationship between a financial institution and the consumer, both 

parties have rights and responsibilities which serve as the bedrock of the 

relationship. Thus, to enhance confidence in the financial system, consumers 

shall have basic rights and responsibilities which shall be protected by all 

stakeholders. Some of the rights and responsibilities of consumers are listed 

below.   

3.1  Consumer Rights  
The basic rights of consumers shall be:  

a) Right to be informed– financial institutions shall provide accurate and 

timely information on products and services to enable consumers make 

informed decisions.  
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b) Right to consumer education – consumers shall be provided with 

knowledge needed to make informed and confident financial decisions 

to enhance their economic well-being.  

c) Right to choose– consumers shall have the liberty to choose from a variety 

of products and services on offer at competitive rates without restrictions 

or compromising quality. This right extends to opting out when services are 

no longer satisfactory provided outstanding commitments are settled.  

d) Right to safety– financial institutions shall provide a safe and conducive 

banking environment, channels and platforms.  

e) Right to confidentiality– consumer information must be protected from 

unauthorised access and disclosure.  

f) Right to redress– consumers shall have access to an efficient redress 

mechanism for settlement of claims or disputes.   

g) Right to be treated fairly– consumers shall be treated fairly regardless of 

any complaint and dispute already existing between them, their financial 

knowledge or status, physical ability, age, gender, tribe or religion. 

However, subscription to certain products and services may offer 

consumers special benefits.  

3.2  Consumer Responsibilities  
Where there are rights, corresponding responsibilities shall exist. Thus, while the 

objective of this framework is to ensure that financial institutions act in the best 

interest of consumers, the consumers must at a minimum, carry out certain 

responsibilities as outlined below:  

1 Duty of Knowledge and Understanding  
The ability to make informed financial decisions that will be of benefit to the 

consumer is dependent on the depth of financial information acquired over 

time by the consumer. Therefore, it is important for consumers to acquire 

requisite financial knowledge that will help them manage personal finances. 

The responsibilities of a consumer include:  

a) Self-education about consumer rights and responsibilities as well as other 

financial matters.  
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b) Endeavour to obtain accurate information from credible sources and 

make comparison before subscribing to financial products and services.  

c) Seek clarification where necessary regarding financial products and 

services to ensure proper understanding of associated risks, contractual 

terms and conditions etc.   

d) Negotiate beneficial terms to ensure that financial products and services 

suit the consumers’ need.  

2 Duty to meet or honour Financial Obligations  

a) Consumers shall fulfil their obligations in contractual relationships with 

Financial Institutions.   

b) Consumers shall be required to notify financial institutions of challenges 

that may constrain their ability to meet contractual obligations.   

3 Duty to Protect Financial Instruments and Information  

a) Consumers shall ensure that their personal information such as account 

numbers, Personal Identification Number (PIN), Bank Verification Number 

(BVN), access codes, financial instruments including cheques, payment 

cards are protected.  

b) Records of financial transactions such as card receipts, account 

statements and transaction statements must be safeguarded, disposed or 

transmitted securely to avoid unauthorised access.   

4 Duty to Provide Accurate and Up-to-date Information  

a) Consumers shall provide accurate and up-to-date information to the 

financial institution.   

b) Consumers shall give clear mandate to FIs and report any change to such 

orders in a timely manner.   
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5 Duty to Report Unethical Practices, Fraud and Error   

a) Consumers shall obtain and review evidence of financial dealings with 

financial institutions including periodic statement of accounts to enable 

them make observations known to the FIs as and when due.  

b) Consumers shall take immediate steps to notify FIs of observed 

compromise to personal information.  

c) Consumers shall lodge complaints promptly and honestly through 

established redress platforms.   

d) Consumers shall report cases of misconduct and malpractices by bank 

employee to the financial institutions and then to the regulator if 

dissatisfied with resolution by a financial institution.  

e) Consumers shall report observed cases of sharp or unethical practices 

such as fraud, illegitimate charges and changes to interest rates (which 

the consumer is not notified of) by financial institutions to the CBN.   

f) Consumers may make themselves heard individually or collectively 

through organised groups.  

g) Consumers shall carry out due diligence to ensure that they deal with only 

licensed financial institutions.   

CONSUMER PROTECTION DEPARTMENT  
NOVEMBER 2016  
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PREFACE 
The Government of Nigeria recognized the need for improving the levels 
of financial inclusion and in 2012, launched the National Financial Inclusion 
Strategy, which aims to increase financial inclusion from 53.7 per cent in 
2010 to 80per cent in 20201. The Strategy sets as one of its goals client 
empowerment, defined as 'an increase in the bankability of the 
population through the increase of financial literacy and coordinated 
national financial literacy initiatives that are complemented by consumer 
protection'2.
A financial literacy framework (FLF) was developed in 2013 to provide a 
blueprint for implementing financial literacy for the attainment of financial 
system stability and as a key component for the implementation of the 
National Financial Inclusion Strategy. 
In the course of implementing the FLF, some gaps were identified which 
necessitated its review. Particularly, the following areas were identified for 
the review: 

• Consumer Financial Education Strategy; 
• Stakeholder Strategy; 
• Support for Enabling Environment; and 
• Monitoring and Evaluation Framework 

Accordingly, the FLF was revised and renamed the National Financial 
Literacy Framework (NFLF). The NFLF maintains a multi stakeholder 
approach to the implementation of Financial Literacy in Nigeria and 
provides a comprehensive blueprint for the development and 
implementation of financial literacy programs across the various sectors in 
the Nigerian financial system. It also incorporated key findings from EFInA 
Access to Finance Survey of 2014 and the National Baseline Survey on 
Financial Literacy, 2014 as well as extensive work done by other 
stakeholders. 
This document therefore presents an outline for implementing financial 
literacy towards the attainment of the objectives of the financial inclusion 
strategy and ultimately, financial system stability.  

  
1 National Financial Inclusion Strategy (2012)Ibid 
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1.0 INTRODUCTION 
Financial literacy may be defined as the possession of knowledge and skill 
by individuals to manage financial resources effectively to enhance their 
economic well-being. It also enables financial service providers to better 
understand their products, the associated risks and the needs of their 
customers. It includes trust, confidence and participation in the formal 
financial system. Financial literacy, also referred to as financial capability, 
is an outcome of financial education. 
The Organization for Economic Co-operation and Development (OECD) 
defined financial education as “the process by which consumers/investors 
improve their understanding of financial products, concepts and risks, and 
through information, instruction and/or objective advice, develop the skills 
and confidence to become more aware of financial risks and 
opportunities, to make informed choices, to know where to go for help, 
and take other effective actions to improve their financial well-being”.  
Financial literacy occupies a center-stage in the quest to achieve financial 
inclusion, financial stability, economic growth and development. Inclusive 
growth in the economy can only be achieved where a larger proportion 
of the population participates in the financial markets. For this to happen, 
it is essential for the populace to know, understand and develop the ability 
to evaluate financial products and services as well as participate in the 
financial markets. 
Financial literacy is also an essential requirement for consumer protection 
in the financial sector as it creates better awareness and understanding of 
policies, financial products, prices, and practices. A Consumer Protection 
Framework has been developed to ensure the institution of redress 
mechanisms and provide strategic direction in promoting fair pricing and 
market conduct by providers of financial services. 
This framework provides a roadmap for enhancing financial literacy to 
achieve financial inclusion in Nigeria and ultimately the attainment of the 
goal of Financial System Strategy (FSS) 2020. It is designed to reach all 
segments of the society with emphasis on specific target groups. The 
document is divided into ten sections:  
Section one provides an introduction and overview of the financial literacy 
framework and its benefits to the Nigerian economy. Section two provides 
some basic definitions and discusses the current status of financial inclusion 
and reasons for global attention of governments to financial literacy. The 
overall goal and specific objectives of financial literacy including the 
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overriding Vision and Mission are contained in section three, while section 
four addresses the strategic focus, identifies target segments and the 
delivery mechanism for financial education in the Nigerian Financial 
system. 
Section five contains details of the implementation plan divided into short, 
medium and long term while section six itemizes the activities expected to 
be carried out by various stakeholders within specified timelines. Section 
seven identifies the roles and responsibilities of various stakeholders in the 
delivery of financial literacy programs across different target groups; the 
expected outcomes, which include reduction in the number of financially 
excluded persons, enhanced economic wellbeing of Nigerians and 
improved savings culture and financial discipline are enumerated in 
section eight. Section nine discusses the monitoring and evaluation 
techniques while section ten concludes the framework. 
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2.0 BACKGROUND 

The National Financial Inclusion Strategy launched on the 23rd October, 

2012 aims to reduce the financial exclusion rate in Nigeria from 46.3 per 

cent in 2010 to 20 per cent in 2020. A key component of the 

implementation process is client empowerment achieved through 

improved financial literacy and consumer protection. To support the client 

empowerment component of the financial inclusion agenda, a financial 

literacy framework was developed in 2012 in collaboration with relevant 

stakeholders. 

The National Financial Literacy Framework was developed drawing from 

experiences in the design and implementation of similar frameworks in 

other jurisdictions; a review of secondary research including an analysis of 

the findings of Access to Finance Surveys conducted by EFInA (Enhancing 

Financial Innovation and Access); a review of the ‘Mapping Exercise of 

Financial Literacy Initiatives in Nigeria’ commissioned by the GIZ in 

collaboration with CBN in 2013; and a review of other relevant policy and 

strategy documents. 

2.1 RELEVANCE AND LINKAGES BETWEEN FINANCIAL CAPABILITY, 

CONSUMER PROTECTION AND MARKET STABILITY 

Financial system stability is a prerequisite for sustained financial market 

growth. If the building blocks, checks and balances for market stability 

are not in place, the financial sector is at risk of market failure3. 
 
 
 
 
 
 
 
 
             
3 Piprek, G.L., Marketworx Africa (Pty) Ltd 
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National Financial Literacy Framework   
Figure 1: Linkages between sustained financial sector growth, 
market stability, consumer protection, financial education and 
macro-economic growth and stability   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Marketworx 
 
 
 
 
 
 
 
 
 
The push for liberalization and modernization of the financial sector and 

increased financial inclusion has resulted in deluge of new financial service 

providers and products. Experienced and inexperienced clients find themselves 

exposed to a range of products that are either totally new or too complex and 

sophisticated. The risk of financial market or bank failure is particularly high 

during rapid market expansion or institutional growth if unchecked. This 

underscores not only the need for prudential regulations, supervision and 

enforcement, but also financial education and consumer protection. 

Financial education is cardinal to the financial system in the following ways: 

 Financially capable consumers make better decisions in managing and 

growing their assets and are less susceptible to unscrupulous financial 

services providers. 
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 Improved financial capability can result in increased uptake of appropriate 

products, decreased product cancellations, debt stress and repayment 

failure, and ultimately reduce risk for financial institutions. 

 The behavior of financially capable consumers could engender 

competition amongst financial service providers and this can translate to 

more efficient products and competitive prices for consumers as well as 

eliminate unscrupulous financial service providers. 
 
 Strong financial sectors and people capable of managing, protecting and 

growing their assets will ultimately support overall macro-economic stability 

and growth. 

 
2.2 RATIONALE  
National Priorities 

Increased Financial inclusion as a National Priority: The National Financial 

Inclusion Strategy (NFIS) launched in 2012 recognizes low levels of financial 

capability as one of the main constraints to improved financial inclusion and 

recommended the development and implementation of a National Financial 

Literacy Framework (NFLF). 

Consumer Protection and Market Stability: The mix of new products and service 

providers coupled with new inexperienced clients in the financial sector, puts 

consumers at risk of poor decision-making and abusive or fraudulent practices. 

The asymmetry of information and power imbalances between consumers and 

providers of financial services could also adversely affect the bargaining power 

of the consumer. This is particularly the case for vulnerable segments of the 

market such as the poor and the uneducated. 

Financial education plays critical roles in enabling consumers make better 

financial decisions and recognizing fraudulent practices. An appropriate 

consumer redress framework also needs to be in place and consumers must be 

informed (through financial education) of their rights, responsibilities and 

redress options. 
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Improved Livelihoods: The 2014 Baseline Survey on Financial Literacy revealed 

that about 30 per cent of the adult population* of 98 million surveyed 

generates an income from agriculture-related activities and 26.1per cent of 

the adult population owns a business4.This underscores the need for 

appropriate financial intermediation to these groups (farmers and MSMEs), the 

absence of which presents an impediment to the growth of the sector and the 

economy as a whole. Consumer awareness and financial literacy – combined 

with an effective consumer protection framework – are important requirements 

for increasing financial intermediation in these sectors. 

A Dynamic Financial Sector and Past Legacies 

The introduction of numerous policies, regulatory requirements and the 

proliferation of products, services and financial institution providers: The 

financial sector has become more complex in recent years. People are moving 

from being unbanked to u s i n g third generation products such as mobile 

banking; The 2014 National Baseline survey on Financial Literacy revealed that 

consumers lacked a general knowledge of most banking products in the 

market place as 70 per cent of the adult population (98 Million) have no 

knowledge of mobile money product and more than 30 per cent do not know 

about current accounts5. 

014 National Baseline Survey on Financial Literacy 

* Aged 16 years and above 
5  2014 National Baseline Survey on Financial Literacy

Improved Product Offering: Financially capable consumers express their needs 

better and thus contribute to the development of appropriate products and 

services to suit their needs. 

Credit Bureau: There are critical to the optimal functioning of credit markets. 

However, the public need to be educated on how they operate, the 

implications of bad credit records and their complaints redress processes. This 

also means that the necessary dispute resolution mechanisms must be in place 

as part of a broader consumer protection framework. 
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Lack of Trust in the Financial Sector: This is a result of historic bank failures and 

the crisis in the banking and capital markets following the global financial crisis 

of 2008/2009. While it is not the role of Financial education to instill trust in 

institutions (trust must be earned by the institutions through their treatment of 

consumers), it is necessary to make the public aware of the developments in 

the sector. 

Changes in the Socio-Economic Profile 

Changing Demographics: Longer life expectancy, increasing childcare 

expenses and household costs are increasing financial pressures on 

households. Governments and employers are also increasingly shifting the cost 

burden for social services to the individual. The implication is that consumers 

need to take more responsibility for their financial well-being, and therefore 

need to be more financially capable. 

Growing Middle Class: Consumers are increasingly becoming credit-worthy 

and may face increasing social pressure to showcase their wealth. The 

principles of responsible finance – particularly in relation to credit – should be 

emphasized with the suppliers of financial services, and the public needs to be 

made aware of both the benefits of credit and the dangers of over-

indebtedness. 

Increasing Urbanization: Over time, urbanization results in the weakening of 

social networks and relationships increasing the need for self-reliance, long-

term planning and risk management. Urbanization also leads to increased 

exposure to financial service providers and sophisticated financial products.

Young Population: The relative increase in the number of young people in the 

population – combined with urbanization – is a major social challenge facing 

many African countries, including Nigeria. The youth often fail to find gainful 

employment and have to carve out a living through a small enterprise. Support 

to youth and enterprise start-ups are required, including personal financial 

management skills. 

Levels of Financial Capability 

Low Levels of Penetration: The low level of penetration of complex financial 

products and low- cost electronic channels among the banked, points to a 



48 
 

Classified as Confidential 

lack of awareness and understanding of the potential benefits of these 

products and channels. 

Lack of Long-term Planning and Growing Assets: While most Nigerians save, 

these savings appear to be primarily for purposes of income smoothing, i.e. 

focused on the short-term. The uptake of pension products is also limited to just 

5 per cent of the adult population6 

Risk Management: With insurance penetration at just 1.5 per cent 7, there is a 

lack of appropriate risk mitigation strategies and families and business owners 

often sink deeper into poverty following an adverse experience. 

MSMEs and Farmers: Improved personal financial capability is a precursor to 

improved financial management of a small business or farm. Personal and 

business finances are also closely linked in most households; few households 

maintain separate budgets and bank accounts from their businesses. 

_________________________________________________ 

 

6, A2F EFInA – 2014 

Youth: Given the rapid development of the financial sector, there are few role 

models and mentors for the youth to provide guidance on money management 

and navigate them through the complexities of the financial sector. The importance 

of ‘early intervention’ in the sphere of financial education is widely recognised, as it 

is easier to instil the right values, attitudes and perceptions among young people 

than to change the habits and perceptions of older people. 

2.3 DEFINING FINANCIAL LITERACY, CAPABILITY AND EDUCATION Financial  

Literacy relates to an individual’s knowledge of financial concepts and 

products. This knowledge in turn affects the individual’s value system and 

attitudes thereby impacting positively on his or her action/decision on 

financial matters. 

The term ‘financial capability’ encompasses ‘financial literacy’ and reflects 

the multiple dimensions of Knowledge, Skills, Attitudes, Confidence and 

Behaviour (KSACB). It is “The ability of an individual to act with confidence in 

making optimal choices in the management of his/her money matters8.” 
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Financial Education is the process by which consumers/investors improve their 

understanding of financial products, concepts and risks and through 

information, instruction and/or objective advice, develop the skills and 

confidence to become more aware of financial risks and opportunities, to 

make informed choices, to know where to go for help and take other effective 

actions to improve their financial well-being9 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

7 A2F EFInA - 2014 
8Adapted from: Financial Literacy Framework for Tanzania. 2010; Marketworx 
Africa. 
9OECD - These dimensions of FinCap have been modified from the classical: 
KSAB (knowledge, skills, attitudes and behaviour), which excluded confidence 
in engaging with financial service providers and confidence in financial 
decision making 
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National Financial Literacy Framework  
 
3.0 VISION, MISSION AND OBJECTIVES 

3.1 VISION 

A financially literate population capable of making informed financial decision 

for improved well-being 

 

3.2 MISSION 

To implement a coordinated and collaborative multi-stakeholder financial 

education programme as a means of empowering Nigerians with appropriate 

knowledge, skills and confidence to make informed decisions and manage 

their personal finances effectively. 

The framework: 

- Identifies the national priorities on financial literacy in Nigeria 

- Identifies the stakeholders such as government, regulators, financial 

services providers, institutions, private sectors, civil society and their 

potential roles and responsibilities in the implementation process 

- Proposes a constructive experience-sharing process that forges 

synergy, cohesion and optimizes use of resources 

- Provides guidance and supports stakeholders to perform their roles 

and responsibilities 

- Sets the baseline for performance measurement and monitoring 

progress towards set objectives. 

 

3.3 OBJECTIVES 

The overall goal of the framework is to empower citizens with knowledge 

through access to quality financial education, to enable them make informed 

choices and take effective actions for their financial wellbeing. 

The specific objectives are to: 

i. Empower individuals to make better spending, savings, loans, 

insurance, pensions and investment decisions; 

ii. Assist individuals to set realistic and achievable financial goals; 
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iii. Increase awareness on the necessity for individuals to have a 

personal financial plan encapsulated in a budget, adhere to the 

budget, and prioritize their spendings according to their most 

pressing needs rather than wants; 

iv. Help financially excluded individuals to know, understand and 

access financial products and services at affordable costs; 

v. Help individuals and businesses understand their rights and 

obligations when they enter into loan contracts and other forms of 

financial transactions in order to minimize credit risk in the financial 

system and protect consumers; 

vi. Increase ability of individuals to generate and save income, 

understand and cope with the challenges of irregular income as well 

as take responsibility for their future. 

vii. Sensitize relevant stakeholders on financial education and their 

expected roles and responsibilities under the framework by creating 

a platform for stakeholders’ engagement and interactions. 

viii. Provide a platform for a multi-stakeholder approach to financial 

literacy and financial consumer protection in Nigeria spearheaded 

by the CBN as the apex regulator of the financial system. 

 

4.0 STRATEGIC FOCUS AND TARGET SEGMENTS 

The strategic focus of this framework is to implement financial education 

programs in Nigeria to achieve financial literacy that will drive the financial 

inclusion policy of the government and ultimately promote economic growth 

and development. 

This framework segments the Nigerian population into different categories for 

the delivery of financial education. These include Adult Formal, Adult Emerging, 

Youth, Intermediaries market segments and other key stakeholders. 

A national baseline survey on financial literacy was also conducted to identify 

priorities for intervention, target setting, monitoring and evaluation and will form 

the basis for the reviews of these target groups and the accompanying delivery 

methodologies. 
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4.1 STRATEGIC APPROACH 

Improving the financial literacy of the population is a challenge, which no single 

organization can achieve on its own. The current development in the Nigerian 

financial sector arising from the impact of the last financial crisis makes it 

necessary for this framework to adopt a multi-stakeholder approach anchored 

by the Central Bank of Nigeria (CBN). This will promote the development of 

partnerships involving a broad range of stakeholders in executing financial 

literacy programs. 

The aim of this approach is to get the stakeholders to appreciate the benefits 

of a financially literate population and obtain their commitment to harmonize 

the delivery of intervention programs for maximum results. 

The CBN will take the lead role in coordinating this initiative and ensure that the 

impact of the program translates to achievement of financial inclusion 

objectives and attainment of the CBN mandate of financial system stability. 

4.2 THE IDENTIFIED CONSUMER SEGMENTS AND DELIVERY METHODOLOGY 

The framework acknowledges that there is no “one-size-fits-all” strategy to 
achieve financial literacy. Accordingly, it proposes various methodologies that 
are suitable for different segments of the population. The consumer market 
segments, main stakeholders and channels are detailed below: 

Table 4: Consumer segments: Profile, Rationale, Channels, Programs, and 
Stakeholders 

1. Adult formal Segment: approximately 14 per cent of the adult population10  
i. Upper middle income and wealthy: achievers  
Profile  Mostly urban, tertiary education, formally employed in 

middle to senior management positions, professionals or   
own   large   company,   formally financially included, 
male bias. Includes management and staff at financial 
service providers and regulators. Holders of insurance, 
pensions and investments.  
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Rationale and 
themes  

• Opportunities for the formal sector to inform and 
educate on 2nd and 3rd tier products such as 
insurance, capital markets and electronic banking 
channels.  
• Underscore the need for long-term planning, 
including retirement.  
• Concepts such as credit bureaux and consumer 
protection must also be introduced.  

Channels and 
programmes  

• A level of ‘self-education’ may be prevalent, which 
provides opportunities for print media and websites.  
• Radio  
• Workplace programs  
• Seminars 
• In branch flyers and audio-visual  

Main stakeholders  • Banks, insurance, mortgage, pensions, NSE,  
• Sector level bodies  
• Regulators  
• Employer associations  

ii. Middle and lower middle income: under-banked  

Profile  • Mostly urban, secondary or some tertiary 
education completed, salaried/wages in formal 
sector, including government and private sector.  
• Includes management and staff of financial 
service providers and regulators.   
• Formally financially included, primarily through 
banks and MFBs.   
• Holds 1st generation products such as savings 
account – ‘under-banked’.  

Rationale and 
themes  

• Opportunities for banks and MFBs to inform and 
educate on 2nd and 3rd tier products such as 
insurance, capital markets, electronic banking 
channels. 
• Underscore need for long-term planning, including 
retirement. 
• Concepts such as credit bureaux and consumer 
protection must also be incorporated and highlighted.  
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Channels and 
programmes  

• Workplace programmes  
• Above the Line (ATL) Media (primarily radio, TV)  
• Mobile phones  
• In-branch flyers and audio-visual  

Main stakeholders  • Banks, MFBs, insurance, pensions  
• Sector level bodies  
• Regulators  
• Employer associations, including government and 
the private sector  
• Employee associations and unions  

  
2.  Adult emerging mark et – NATIONAL PRIORITY  
Approximately 50 per cent of the adult population  

The primary market opportunity is the emerging adult market, in particular 
MSMEs. This is the ‘next frontier’ as this market is almost completely unserved, 
apart from some MFBs and informal finance, while the formal sector is almost 
saturated. 

  
The emerging market forms the largest market segment and is the main 
employer. Economic growth and poverty alleviation in Nigeria requires a vibrant 
MSME market and a strong agricultural sector, which in turn requires effective 
financial intermediation.  

  
Despite the current low levels of financial inclusion, MSMEs and farmers have a 
major need for financial services and products to fund start-ups, expand 
businesses, purchase stock and for savings and cash management, income 
smoothing and risk management.  

  
Given the huge financial need of this market and the potential impact on the 
national economy of a vibrant MSME and agricultural sector with increased 
financial intermediation, this market segment is the main national priority (adult) 
for financial education initiatives.  
i. MSMEs (approximately 60 per cent of the adult emerging market)11  
Profile  • Urban and rural, some education.  

• Primarily  informal  (MFIs,  family  &  friends,  savings  
groups),  some  MFBs  
• Access to Intervention funds, Savings and some 
credit.  
• Lack of Risk management skills.  
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Rationale and 
themes  

• Great opportunity exists for drawing this market into 
MFBs, MFIs and some banks with the relevant footprint 
and appropriate products.   
• Mobile banking could also have a major impact in 
this market.  Risk management is almost unknown   
• Micro-insurance initiatives should be introduced to 
this segment.  

  
Channels and 
programmes  

• Workplace programs  
• Above the line (ATL) media (primarily radio, TV)  
• Mobile phones  

Main stakeholders  • MFBs, MFIs, banks with microfinance and MSME 
activities  
• Micro-insurance  
• Mobile Money Operators (MMOs)  
• CBN Dev Finance and other government, NGO, 
donor programmes  
• ATL media, primarily radio and TV edutainment  

ii. Farmers (approximately 40 per cent of the adult emerging market)12  
Profile  • Rural, some level of education  

• Primarily informal (MFIs, family & friends, savings 
groups), some MFBs, government funds  
• Savings and some credit  
• Risk management unknown/self  

Rationale and 
themes  

• Agriculture requires customized financial products  
• Challenging to reach, but MMOs and linkage 
banking with MFBs, MFIs can play major role  
• Opportunity for microfinance insurance (as with 
MSMEs) and agricultural risk.  

Channels and 
programs  

• ATL media (primarily radio, TV)  
• Mobile phones  
• CBN Dev Finance and other government, NGO and 
donor programs  
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Main stakeholders  • MFBs, MFIs, banks with agricultural credit activities  
• Micro-insurance  

• MMOs  

• CBN Dev Finance and Ministry of Agriculture  

• Other government, NGO, donors programs   

• ATL media, primarily radio and TV edutainment  
  

3. Youth segment  
For purposes of financial education, youth is loosely defined as those up to the 
age of 25.  

  
• Nigeria has a young population of which about 30 per cent are under 25 years 
old13   
• The levels of financial capability of future generations depend on interventions 
among the youth of today 
• Early intervention is critical: value systems are formed when young  
• Children and youth can play an instrumental role in educating their parents 
and elders about financial management, particularly if financial education 
interventions are structured in such a way that it encourages the youth to interact 
with their elders.  
• Financial education can help prepare the youth to start developing improved 
livelihood strategies and start their own enterprises  
• First time income earners are often the target of financial service providers 
and the youth is under severe peer pressure in terms of consumer spending. 
Financial education can set the foundation for managing an individual’s finances 
well from the outset and avoiding future problems.  

i. In-school youth and educators  (Approximately 65 per cent of children of 
schoolgoing age)14  
Profile  • This market segment comprises both learners and 

educators, including local, state and federal government 
authorities who may be involved with learner education. 
• Educators should be targeted with financial education 
initiatives both in their professional and personal 
capacities.  

  

Rationale and 
themes  

  Financial education should aim at creating awareness on the 
need to take responsibility for one’s finances and the need for 
planning, budgeting and saving. Information on terminologies, 
different types of financial institutions, products and services 
should be introduced in a structured manner  
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   Ideally, financial education should be coupled with broader 
life skills such as entrepreneurship training and also with basic 
economic literacy 

   Special financial products should be introduced. The main focus 
should be on savings.  

Channels and 
programmes  

  

  

Financial education should be embedded in the national 
school curricula complemented by other programs.  
Train-the-Trainer  

   In-school curricula  
   Extra-curricular activities such as school clubs  
   Competitions  

   Participation in global initiatives such as those offered by 
“Child and Youth Finance International” (CYFI)  

   In-school theatre, such as the program ran by Visa in other sub- 
Saharan countries  

 

  Role model/mentoring programs, e.g. banks and other 
financial intermediaries could ‘adopt a school’. It should 
also be coupled with entry-level savings products and 
national and global programs on savings  

   Mobile phones  
   ATL – particularly edutainment  

   Internet – such as the financial literacy soccer game offered by 
Visa  

   Teachers and educators  
   Financial education must be introduced into the curriculum for 

teachers and educators  
   Personal financial education aimed at future educators while 

in training   
   Personal financial education aimed at educators (see other 

initiatives targeted at the Formal Adult Market)  
   Special seminars and conferences for teachers  
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Main   
Stakeholders  
  
  
   
ii. Young 
adults in 
tertiary 
institutions 
Profile  
  
  

  
Rationale and 
themes  

  
  
  
  
  
  
  
Channels and 
programs  

  
  

  
  

Main 
stakeholders  

  
  
  

• Ministry of Education  
• Ministry of Youth  
• Financial service providers 
• NGOs and donor programs targeted at the youth  

Youth associations and leadership programs   
This reflects a small portion of the population, but an important one, 
as these young adults often become the future opinion leaders and 
policy makers. They also often become formally employed or start 
small to medium- sized businesses and are therefore future 
managers and executives.  
First time income earners are also often targeted by financial 
service providers for loans and can fall into a trap of indebtedness 
if they do not know how to deal with their newfound financial 
freedom.  

• Basics of financial education, such as budgeting and planning  
• Emphasize the need to start saving and planning for retirement 
from the moment the first salary check is received.  
• Basic financial products and services as well as 2nd tier 
products such as pensions, insurance and capital markets  
• This market is very open to new technology such as the use of 
ATMs, internet banking and mobile phone banking  
• On-campus programs  
• ATL media  
• Mobile phones  
• Internet 
• Federal Min of Education, NUC, University/College 
management  
• Formal financial service Providers Mobile Money  

Operators  

4. Intermediaries  
Profile These include:  

• Community-based organizations (CBOs), village leaders, 
religious leaders  
• State and local governments  
• Media/journalists  
• Training, research and consulting firms who may become 
providers  
• Policymakers and regulators  
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Rationale 
and 
themes  

It is necessary to start developing a pool of skills among those that 
could facilitate the implementation of financial education in 
general beyond the specific target segments. CBOs, village 
leaders, religious leaders and local government officials are often 
approached by the public for advice or counselling, when in 
financial trouble or defrauded. Local government can also be 
instrumental in assisting with the identification and mobilising 
stakeholders for grassroots implementation programmes, such as 
village theatre or savings campaigns.  

The media needs to be trained on the concept and 
relevance of financial education so that they give financial 
education initiatives the required coverage and cover the 
events appropriately.  

  
Channels and  
programmes  
  
   

• Conferences, workshops and seminars with the various sub-
groups  
• Training of trainer programmes (ToT)  
• Media training workshops  

  
Main  
Stakeholders  

  Financial Inclusion Secretariat  

10 EFINA A2F Survey, 2012 

11 Ibid 

12 Ibid 

13 2014 National ,Baseline Survey on Financial Literacy 

14 EFINA A2F Survey, 2012 

4.3 GOVERNANCE STRUCTURE AND STAKEHOLDER CO-ORDINATION This 

framework provides a governance structure comprising four levels to address 

the needs of the market and to achieve broader stakeholder representation, 

‘ownership’ and support. 

The structure comprises the following: 

i Working Groups (WGs): tasked with implementation of the NFLF. 

ii The Financial Inclusion Technical Committee (FITC): tasked with 

providing technical advice to the Financial Inclusion Secretariat (FIS) on 

its implementation plan and disbursement of funding. 
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iii The Financial Inclusion Steering Committee (FISC): tasked with setting the 

overall strategic direction and providing oversight on the activities of the 

Secretariat. 

iv The National Financial Literacy Secretariat: tasked with national 

coordination of the NFLF initiatives and providing support to the FITC, FISC 

and the WGs. 

4.3.1 Working Groups 

The Working Groups should be structured to serve the target markets and 
address certain cross-cutting themes. Regional representation (where 
necessary) may be required to ensure that regional specifics are considered, 
to identify the relevant regional stakeholders and to co-opt these in supporting 
the implementation of the NFLF. 
There should be 6 Working Groups as follows: 

1. Adult Formal 

2. Adult Emerging – This working group could be further divided into these sub-

groups, given the vastness of the segment: 

 MSMEs Working Group 

 Farmers Working Group 

3. Youth – This Working Group could be further divided into two sub-groups: 

 In-school youth W o r k i n g  G r o u p 

 Out of school youths Working Group 

4. Intermediaries Working Group 

Working Groups that will address the cross-cutting themes include: 

5. C o n s u m e r  A w a r e n e s s  W o r k i n g  G r o u p 

6. Enabling Environment Working Group 

Some specific themes and sub-working groups may be considered as the 

need arises. Examples include: 

 Consumer protection 

 Credit bureaux 

 Policy review – to provide effective policy framework to 

adequately address financial education and consumer 

protection issues. 
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Roles and responsibilities of the Working Groups The 

roles of the working groups will be as follows: 

• Develop a detailed action plan for its specific consumer segment detailing 

activities, responsibilities, funding and support requirements. 

• Implement approved action plan 

• Monitor and evaluate impact of initiatives implemented 

• Review and refine action plans 

• Provide periodic report to the FIS on progress and document and 

share lessons learnt 

Funding 

Funding for the implementation of Working Group initiatives should be provided 

by FIS as approved by the FISC based on national priorities (as per the NFLF) 

and available resources. 

4.3.2 Financial Inclusion Technical Committee (FITC) 

The FITC is the working arm of the FISC through the implementation of the 

strategic decisions of the FISC. 

Roles and Responsibilities of the FITC 

The FITC should provide technical support to the Secretariat, while also holding 

the Secretariat accountable for performance according to the NFLF and 

implementation plan. The FITC should recommend the funding criteria and 

requirements for Working Groups to the FISC for approval. 

Membership of the FITC 

The membership of the FITC should be the appointed representatives of the 

FISC members. 

4.3.3 Financial Inclusion Steering Committee (FISC) 

The FISC is the highest governance structure in the development and 

implementation of financial literacy programmes in the Nigerian financial 

system. The Committee provides the strategic direction and oversight for all 

financial literacy issues in Nigeria. 

Membership of the FISC 

Membership of the FISC would be as provided for in the National Financial 

Inclusion Strategy (NFIS). 
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Roles and Responsibilities of the FISC 

The FISC/Board/Council will have the following responsibilities:

• Set the national agenda for National Financial Education and ensure that 

it is aligned with the national priorities identified in the NFLF and those of 

the Financial Inclusion Strategy 

• Fiduciary duties: financial oversight and 

governance 

• Policy support and influence to place financial education on the 

National agenda 

• Support the funding for the implementation of the various financial 

literacy initiatives and provide coordination for the activities of the 

FIS, FITC and the Working Groups 

4.3.4 Financial Inclusion Secretariat (FIS) 
The FIS will provide support and coordinate the activities of the Working Groups 
and the FITC in the implementation of the National Financial Literacy 
Framework. It will also report to, and serve as the secretariat of the FISC 
Roles and responsibilities of the FIS in relation to Financial Literacy  
The roles of the FIS include: 

i Taking overall responsibility for implementation of the NFLF, including 
monitoring and tracking performance against the goals and 
objectives of the NFLF and continuous refinement of the NFLF 

ii Developing  and  implementing  a  stakeholder  strategy  aimed  at 
educating stakeholders on the importance of financial education 
and encouraging participation and support 

iii Support the setting up and coordinating the activities of the various 
Working Groups 

iv Sourcing and providing technical assistance to Working Groups on 
the development of consumer financial education plans and its 
implementation 

v Knowledge Management: 
vi Develop and maintain a web-based information portal on local and 

international resources, content and success stories 
vii Disseminate lessons learnt (local and international) 
viii Develop and implement a financial plan for funding; set criteria for 

the application for funding support to the Working Groups; manage 
the disbursements; and track performance. 

ix Obtain funding approvals from the FISC for the Working Groups 
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x Monitor and evaluate the implementation of the NFLF on a national 
level

xi Provide periodic reports on progress as required to the FISC, FITC and 
the public. 

 
5.0 IMPLEMENTATION PLAN 
Financial Literacy activities shall be implemented within the short, medium 
and long term as detailed below: 
Short-Term (By the end of 2016) 

1. Obtain approval of the Committee of Governors (COG) and Board of 
Directors for the revised Financial Literacy Framework (National 
Financial Literacy Framework – NFLF) 

2. Transfer coordination and secretarial functions for the implementation 
of the NFLF from the Consumer Protection Department to the Financial 
Inclusion Secretariat 

3. Engage critical stakeholders (Ministries/Departments/Agencies, 
Educational Institutions, Financial Institutions, Regulatory Authorities, 
Media etc.) to obtain buy-in on the implementation of the NFLF 

4. Convene a National Stakeholders’ workshop to validate the NFLF and 
present findings of the 2014 National Baseline Survey on Financial 
Literacy 

5. Launch the National Financial Literacy Framework and present the 
report of the Baseline survey on Financial Literacy 

6. Constitute Working Groups in accordance with the provisions of the 
NFLF 

7. Working Groups to review findings from the 2014 National Baseline 
Survey on Financial Literacy 

8. Working Groups to identify priority areas from the 2014 National 
Baseline Survey on Financial Literacy and design targeted financial 
literacy programs for intervention across the identified segments 

9. Develop guidelines on content, standards, codes of conduct and 
requirements for Financial Literacy Practitioners in Nigeria to 
standardize the implementation of financial education programs. 

10. Develop a Monitoring and Evaluation Framework to assess impact of 
the various Working Groups initiatives. 

Medium-Term (By the end of 2017) 
• Continue implementation of the NFLF intervention programs across the 

Working Groups 
• Incorporate Financial Literacy into the National school curriculum of Basic 

and Senior Secondary schools 
• Conduct annual performance assessment/review of set targets across 

individual initiatives in accordance with the M&E framework developed 
• Commence teaching of financial literacy curriculum in schools 
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Long-Term (After 2017) 
1. Conduct National Survey on Financial Literacy to assess shift in 

Financial Capability levels in Nigeria 
2. Establish a National Financial Literacy agency that will be responsible 

for Financial Literacy in Nigeria 
3. Continue monitoring, evaluation and review of the various financial 

literacy programs 
 
6.0 ROLES AND RESPONSIBILITIES OF STAKEHOLDERS 
The CBN shall drive the financial literacy program, while other stakeholders 
would be required to play various roles towards achieving effective delivery of 
financial education. The identified stakeholders include: Government, 
Regulators, Financial Institutions, Civil Society Organizations, Professional Bodies 
and Trade Unions, the Legislature, Print and Electronic Media, Educational 
Institutions, Development Partners, Consumer Groups, Faith Based Organizations 
and other Corporate Bodies. Below are the proposed roles and responsibilities 
in the implementation of the framework. 

Federal Ministry of Finance 
• Monitor the implementation of the financial literacy framework. 
• Provide a knowledge base for financial literacy. 
• Participate in the review of the strategy on financial literacy. 
• Render technical and financial assistance for the implementation of the 

financial literacy framework. 
• In collaboration with the Central Bank of Nigeria, convene an international 

conference on financial education. 
 
Federal Ministry of Education 

• Provide policy direction for adoption of financial literacy as a compulsory 
module in educational institutions. 

• Design curriculum and monitor implementation of financial literacy 
programs in the educational system in collaboration with financial sector 
experts. 

• Design and deliver capacity building programmes for teachers and 
instructors of financial education. 

• Continuous review of school curricula to ensure it remains relevant and up 
to date. 

• 
Federal Ministry of Information 

• Design and implement appropriate policies and strategies for 
dissemination of information on financial literacy 
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• Disseminate information on financial literacy through Government owned 
media. 

• Engage in sensitization and capacity building programs for media 
practitioners

Federal Ministry of Communication Technology 
• Leverage on nationwide infrastructural network (post offices and postal 

agencies) as avenues to create awareness for financial literacy.
• Develop policies that support the provision of communication and 

technological infrastructure as channels for dissemination of financial 
literacy programme. 

Federal Ministry of Women Affairs 
• Support the implementation of financial literacy programmes in line with the 

provisions of this framework 
• Develop policies that promote financial literacy and provide platform for the 

dissemination of programmes 
• Sponsor mass enlightenment campaigns and programmes for the benefit of 

the target population under their purview 
 
Central Bank of Nigeria (CBN) 
• Anchor the implementation of the financial literacy framework 
• Design and ensure implementation of sensitization and capacity 

building programmes for financial institutions and regulators 
• Collaborate with financial instititutions and other stakeholders on 

financial literacy initiatives 
• Conduct a base line study on financial literacy nationwide to identify 

gaps and design appropriate strategies to reach target groups 
• Convene a National Stakeholders workshop on Financial Literacy 
• Convene an international conference on financial Education 
• Monitor achievement of annual set targets and implementation of 

initiatives itemized in the financial literacy framework in collaboration 
with other stakeholders. 

• Review the strategy on financial literacy. 
 

Financial Inclusion Secretariat (FIS) 
• Taking overall responsibility for implementation of the NFLF, including 

monitoring and tracking performance against the goals and objectives 
of the NFLF and continuous refinement of the NFLF 

• Develop and implement a stakeholder strategy aimed at educating 
stakeholders on the importance of financial education and encourage 
participation and support 
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• Support the setting up and coordinating the activities of the various 
Working Groups

• Source and provide technical assistance to Working Groups on the 
development of consumer financial education plans and its 
implementation 

• Develop and maintain a web-based information portal on local and 
international resources, content and success stories 

• Disseminate lessons learnt (local and international) 
• Develop and implement a financial plan for funding; set criteria for the 

application for funding support to the Working Groups; manage the 
disbursements; and track performance. 

• Obtain funding approvals from the FISC for the Working Groups 
• Monitor and evaluate the implementation of the NFLF on a 

national level 
 
Other Financial Service Regulators (SEC, PENCOM, NDIC, NAICOM, NSE) 
• Design and implement capacity building programs for staff and operators 

within their supervisory purview. 
• Collaborate with the CBN and other stakeholders in the implementation of 

the financial literacy framework. 
• Sponsor mass enlightenment campaigns on the benefits and risks of 

products and services offered by operators in the respective sub sectors. 

Deposit Money Banks and Other Financial Institutions 
• Collaborate with the CBN and other stakeholders in the implementation 

of financial literacy initiatives 
• Design in-house training programmes and capacity building for staff 
• Educate consumers on products/services being offered especially terms 

and conditions, fees, charges and risks associated with such products. 
• Provide capacity building to Micro Small and Medium Enterprises (MSME) 

to improve their financial literacy and enhance their credit worthiness 
• Micro Finance Banks (MFBs) to focus on delivering financial services to the 

poor and informal segments to improve financialknowledge through 
increased access. 

• Engage in consumer awareness programs through mass media. 
• Hold consumer interactive forum once every year. 
• Build capacity of media practitioners to improve their understanding of 

financial information, risks and disclosures to enable them effectively 
communicate same to the public. 

 
Bankers’ Committee 

• Adoption of the financial literacy framework for implementation. 
• Monitor the implementation of financial literacy programmes in relation 

to the roles and responsibilities of deposit money banks. 
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• Contribute to all review processes of the framework document. 
• Contribute to the Financial Inclusion Development Fund (FIDF). 

National Association of Microfinance Banks (NAMB) 
• Adoption of the financial literacy framework for implementation. 
• Monitor the implementation of financial literacy programmes in relation to 

the roles and responsibilities of DMBs and OFIS. 
• Contribute to all review processes of the framework document. 
• Contribute to the Financial Inclusion Development Fund (FIDF 

 
Civil Society Organizations 

• Sponsor and organize awareness programs on financial literacy. 
• Collaborate in the design and implementation of financial education 

programs. 
• Deploy financial education materials through multiple communication 

platforms including the internet, electronic and print media. 
• Contribute to the review processes for financial literacy policies. 
• Assist in monitoring the implementation of financial education and 

evaluating their effectiveness. 
 
Professional Bodies and Trade Unions 

• Incorporate financial literacy as part of professional training. 
• Organize capacity building for members and other target groups. 

 
Print and Electronic Media 

• Serve as a platform for mass financial literacy campaigns. 
 
Educational Institutions 

• Serve as platforms for delivery of financial literacy educational modules. 
• Encourage the creation of financial literacy clubs in schools. 
• Encourage children to read articles on the financial sector. 
• Organize road shows for students with the aim of educating them on 

financial issues. 
•  

Development Partners 
• Render technical and financial assistance for the implementation of the 

financial literacy framework. 
• Monitor the implementation of the financial literacy framework. 
• Provide a knowledge base for financial literacy. 

 
Consumer Groups 

• Form pressure groups to protect consumer rights. 
• Provide feedback on the performance of the financial literacy initiatives. 
• Provide a platform for dissemination of information on financial literacy. 

 
Faith Based Organizations 

• Provide a platform for dissemination of information on financial literacy. 
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Other Corporate Bodies 
• Participate  and  sponsor  financial  literacy  programs  as  part  of 

corporate social responsibility. 

Other Stakeholders 
Other stakeholders relevant to the implementation of the framework include 
corporate bodies, Ministry for Economic and National Planning, PTDF, ITF, ETF, 
Local and State Governments. Some of the roles they are expected to play 
include: 

• Funding and deploying financial education programs 
• Performing Corporate Social Responsibility 
• Include financial education in the national development plan 

7.0 EXPECTED OUTCOMES 
Several benefits are expected to be derived from the implementation of this 
framework which cuts across individuals, households, the society, environment 
and the nation at large. These include the following: 

• Increased knowledge and appreciation of the benefits of inclusive financial 
services. 

• Reduction in the percentage of financially excluded persons. 
• Increase in the scope and scale of use of financial services. 
• Improved savings culture and financial discipline. 
• Improved entrepreneurship capacity, private entrepreneurship, and linkage 

with financial services. 
• More efficient use of financial services which will result in improved indices of 

financial institutions in terms of profits and sustainable operations. 
• Enhance contribution to growth and well-being of Nigerians. 
• Enhanced competition and innovation in the market, resulting in increased 

variety of products and services at more affordable cost. 
• More effective and efficient regulation and supervision. 
• Mitigate risk and reduce the prevalence of illegal/fraudulent activities in the 

financial system such as the ‘Wonder banks’ and ‘Ponzi Schemes’. 
• Increase access to formal financial services. 
• Maintain long term confidence in financial markets. 
• Moderate the imbalances between the consumers and providers of 

financial services. 
• Provide conducive environment for industry growth and development. 
• Enhance overall economic development. 
• Ability to make sound financial decisions in order to enhance financial 

wellbeing. 
• Improve knowledge of financial subjects 
• Secure sustained resources for financial literacy 
• Establish a national agency for financial literacy 
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8.0 MONITORING AND EVALUATION 
A Monitoring and Evaluation framework should be developed comprising two 
main components: 
• Key performance areas (KPAs) and their indicators (KPIs) i n t h e 

implementation of the NFLF. 
These indicators may be a combination of qualitative and quantitative 
indicators. KPAs should be set in relation to the overall implementation of the 
NFLF for the FIS, individual staff of the Secretariat and the Working Groups. The 
Working Groups should in turn set KPAs and KPIs for its own members. 
• Tracking change in the level of financial capability on National level 
The findings from the National Baseline Survey on Financial Literacy should be 
used to set targets for the various Consumer segments identified in the NFLF. 
These targets should be aligned with the Financial Inclusion targets and 
aggregated on a national level. These targets should be discussed and 
agreed with the Working Groups and the FITC. 
The National Survey on Financial Literacy is required every 3 - 4 years, as levels 
of financial capability may not shift tremendously in the short-term. The FIS and 
EFInA should explore the possibility of including some key Financial Literacy 
indicators in EFInA’s Access to Finance Survey, which is administered on a more 
regular basis. The timing of the administration of the two Surveys should also 
be coordinated. 
Other methodologies could also be considered and applied to track changes 
over time. 

9.0 RISKS AND MITIGATION MEASURES 
There are several potential risks which may impede the successful 
implementation of the NFLF. These include: 
 Resource Limitations: Without adequate resources made available to the 

FIS and the Working Groups, national coordination and effective 
implementation of the NFLF will not be achieved; 

 Stakeholder Support and Engagement: Without the adequate support, 
buy-in and engagement of the various stakeholders, the objectives of the 
NFLF will not be realized 

 Insufficient Technical Skills: The dearth of technical skills in the emerging 
field of Financial Literacy and Capability especially in the area of 
developing, implementing, measuring and evaluating of programmes 
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RISKS  MITIGATION MEASURES    

Attainment of Financial 
Capability Objectives: Possibility 
of financial capability not 
translating into increased uptake 
of financial products owing to 
the fact that existing providers 
(DMBs and FMBs) rarely have 
adequate structures for 
responding to the need of 
excluded groups such as those in 
rural areas, MSMS and the 
farmers  

Tailor the financial literacy program of 
the providers to practical product 
development and roll out issues. Theirs 
should involve appropriate case 
studies.  

Multiple Stakeholders: Plethora 
of stakeholders that are widely 
dispersed might present 
implementation hurdles  

A well-staffed organ or unit with 
appropriate institution authority and 
budget to foster coordination  

Institutional Risk: A major part of 
the FLF rest on the Nigerian 
educational system and the 
challenges currently being 
faced in the sector may limit the 
effectiveness of that system as a 
channel for reaching the young 
people in the society. 

Aggressive collaboration with the 
national and state level educational 
authorities will be cardinal. A proper 
hand over of their aspects and 
procedure for ownership should be 
worked out.  

Resource Limitations: The 
implementation of the FLF 
requires a large amount and 
volume of technical and 
financial resources to ensure 
implementation and 
stakeholders might not actually 
have that on their priority 
agenda.  

There might be need to create a pool 
of funds to address the issues and this 
can be pursued at the level of all 
identified stakeholders.  

Other Risk factors: Other factors 
that cause exclusion such as 
wide dispersion, low income of 
clients etc. if not addressed 
could undermine the 
achievements of increased 
financial inclusion through the 
financial literacy programs   

It might be necessary to tie financial 
literacy program to entrepreneurship 
lessons and also foster linkage to 
financial services. Agents in particular 
should be empowered to play a 
leading role.  
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10.0 CONCLUSION 
The importance of financial education and financial literacy at all levels of the 
nation’s socio-economic strata cannot be overemphasized in view of its 
enormous benefits. The framework is part of a comprehensive agenda for the 
implementation of the Nigerian Financial Inclusion Strategy. Its long term 
benefits cut across individuals, households, the society and the nation at large. 
The framework also requires a multi-stakeholder approach involving all 
stakeholders in the Nigerian economy particularly relevant Ministries, 
Departments and Agencies of Government as well as all sectors of the Nigerian 
financial system including, but not limited to the banking, deposit insurance, 
capital market, money market, insurance and pensions sub-sectors. 
The successful implementation of the financial literacy program would 
guarantee the future economic and social well-being of Nigerians by reducing 
poverty, improving income and facilitating development. It would also enable 
Nigeria to take advantage of global financial dynamics, enhance efficiency in 
managing personal finances, promote entrepreneurship, banking culture and 
ultimately ensure financial stability. 
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National Financial Literacy Framework 
 
 
 
Annex A: Examples of Channels – Benefits and Limitations 

CHANNEL   BENEFITS   LIMITATIONS  
TV  High impact (visual and 

audio) Reasonable reach, 
but urban bias (Contain 
costs through embedded 
programming) 

Costly production and 
airtime Limited ‘depth’ of 
content Costly M&E 
Limited rural reach No 
interaction  

Radio  Broadest reach Multiple 
stations allows for 
targeting Reasonable 
production costs 
Personalised interaction 
through talk shows and 
sms  

High airtime costs Limited 
‘depth’ of content  

Print  Low-cost editorial Depth of 
content  

Limited reach  Poor 
functional literacy No 
interaction  

Billboards  High frequency and 
notice:  create awareness  

Limited depth  

Financial sector  Client knowledge 
Technical knowledge 
Existing  structures  and 
communication channels 
Trust in own financial 
service provider ‘Captive’ 
audience   in  branches,   
ATM screens  

(Perceived) neutrality 
of message? Own 
market 
interests/competitive 
space Limited 
footprint in rural areas 
Limited channels 
among non/potential 
clients Negative 
perceptions/trust 
issues of some 
suppliers  
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Mobile phones  Wide reach Cost effective 
Ability to target High 
frequency possible  

Limited depth  

Entrepreneurship 
programmes  

Knowledge of market 
Cost-effective to embed 
messaging in existing 
training material  

Weak programmes – 
limited reach  

NGOs, CBOs, 
churches, 
mosques and  
village leaders  

Trust Close contact and 
daily interaction 
Understand people  

Own knowledge may be 
inadequate Dispersed: 
challenge to 
organise/reach  

Employeebased 
programmes  

Easy reach and 
organisation In-depth 
training  
Cost-sharing by employers  

Limited frequency  

Educational 
system  

Captive audience Trained 
educators Wide reach Early 
intervention  

Cluttered curricula and 
other priorities Weak 
technical knowledge 
Weak delivery capacity 
Limited resources  
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CHAPTER ONE  

1.1. BACKGROUND  
The Central Bank of Nigeria (CBN) in line with its developmental function established 
the Anchor Borrowers’ Programme (ABP).  The Programme which was launched by 
President Muhammadu Buhari (GCFR) on November 17, 2015 is intended to create 
a linkage between anchor companies involved in the processing and small holder 
farmers (SHFs) of the required key agricultural commodities. The programme thrust 
of the ABP is provision of farm inputs in kind and cash (for farm labour) to small holder 
farmers to boost production of these commodities, stabilize inputs supply to agro 
processors and address the country’s negative balance of payments on food.  At 
harvest, the SHF supplies his/her produce to the Agro-processor (Anchor) who pays 
the cash equivalent to the farmer’s account.  
The Programme evolved from the consultations with stakeholders comprising 
Federal Ministry of Agriculture & Rural Development, State Governors, millers of 
agricultural produce, and smallholder farmers to boost agricultural production and 
non-oil exports in the face of unpredictable crude oil prices and its resultant effect 
on the revenue profile of Nigeria.  
1.2. Objective  
The broad objective of the ABP is to create economic linkage between smallholder 
farmers and reputable large-scale processors with a view to increasing agricultural 
output and significantly improving capacity utilization of processors.  
Other objectives include:  

• Increase banks’ financing to the agricultural sector 
• Reduce agricultural commodity importation and conserve external 

reserves    
• Increase capacity utilization of agricultural firms  
• Create new generation of farmers/entrepreneurs and employment   
• Deepen the cashless policy and financial inclusion   
• Reduce the level of poverty among smallholder farmers 
• Assist rural smallholder farmers to grow from subsistence to commercial 

production levels.  
1.3. Targeted Beneficiaries  
The loan shall be targeted at smallholder farmers engaged in the production of 
identified commodities across the country. The Farmers should be in 
groups/cooperative(s) of between 5 and 20 for ease of administration.  
1.4. Identified Agricultural Commodities  
The targeted commodities of comparative advantage to the State shall include but 
not limited to:   

• Cereals (Rice, Maize, wheat etc.)  
• Cotton  
• Roots and Tubers (Cassava, Potatoes, Yam, Ginger etc.)  
• Sugarcane  
• Tree crops (Oil palm, Cocoa, Rubber etc.)   
• Legumes (Soybean, Sesame seed, Cowpea etc.)   
• Tomato  
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• Livestock (Fish, Poultry, Ruminants etc.)  
Any other commodity that will be introduced by the CBN from time to time.  
1.5. Eligible Participating Financial Institutions (PFIs) 
The loan shall be disbursed through any of these PFIs:   

• Deposit Money Banks (DMBs)  
• Development Finance Institutions (DFIs)   
• Microfinance Banks (MFBs)  

1.6. The Anchor  
This shall be private large-scale integrated processors who have entered into an 
agreement with the SHFs to off-take the harvested produce at the agreed prices or 
as may be reviewed by the PMT. State Governments may act as Anchor upon 
meeting the prescribed conditions.    
1.7. Inputs Suppliers  
The input suppliers shall submit expression of interest letter to the office of the PMT 
for consideration and issuance of local purchase orders.  
1.8. The Loan Amount  
The Fund shall be provided from the N220 billion Micro, Small and Medium 
Enterprises Development Fund (MSMEDF). Loan amount for each SHF shall be arrived 
upon from the economics of production agreed with stakeholders.  
1.9. Interest Rate  

Interest rate under the ABP shall be guided by the rate on the N220 billion MSMEDF, 
which is currently at 9% p.a (all inclusive, pre and post disbursement). The PFIs shall 
access at 2% from the CBN and lend at a maximum of 9% p.a.  
1.10. Tenor  

The tenor of loans under the ABP shall be the gestation period of the identified 
commodities.  
1.11. Repayment  

Loans granted to the SHFs shall be repaid with the harvested produce that shall be 
mandatorily delivered to the Anchor at designated collection center in line with the 
provisions of the Agreement signed. The produce to be delivered must cover the 
loan principal and interest.  

CHAPTER TWO  
2.0 Management and Administration of the ABP   
There shall be two models of administration of ABP based on the anchor 
arrangement namely: Private Sector-led and State windows. Under each model, a 
Project Management Team (PMT) shall be established to coordinate the 
implementation of the programme.  
2.1 Private Sector-led Window  
The PMT under the Private Sector-led Window shall be constituted as follows:  

• Head DFO, CBN – Chairman  
• Representatives of Anchor Firms – Co-Chairman  
• Programme Manager, State Agricultural Development  

Programme (ADP)  
• Representatives of participating Banks  
• Representatives of farmers associations  
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• Nigerian Agricultural Insurance Corporation (NAIC)  
2.2 State Window  
The PMT under the State Window shall be constituted with representatives of 
stakeholders as follows:  

• Head DFO, CBN as Chairman to be co-chaired by the person appointed 
by the State Government.  

• A representative of State Governments/Ministry of Agriculture and Rural 
Development/Agricultural Development Programme (ADP)  

• Participating Banks  
• Anchor Firms
• Nigerian Agricultural Insurance Corporation (NAIC)  
• Representatives of farmers associations 

2.3 Process Flow of the Anchor Borrowers’ Programme (ABP)  
The activities shall include:  
Expression of Interest Letter to the CBN by the Anchor/State Government indicating 
the targeted agricultural commodities, proposed number of farmers, the hectares 
to be covered and the PFI(s) etc.   

• Formation of the PMT  
• Verification of the farmers and farm sizes by the PMT  
• Confirmation of participation by the Head Offices of the PFI(s)   
• Identification of reputable agricultural inputs suppliers by the PMT  
• Organization of Town Hall Meeting to agree on the economics of 

production per hectare, offtake price, signing of Agreement, and any 
other relevant issues. The meeting shall have in attendance all the 
stakeholders including the inputs suppliers.  

• Signing of tripartite Agreement by the PFI, Anchor and the farmers  
• Submission of loan applications from Head Offices of PFIs with the list of 

farmers in the prescribed format with accounts numbers, gender, farm 
size, BVN, Telephone  numbers, cooperative name and LGA  

• Registration of farmers on the National Collateral Registry (NCR).  
 

2.4 Capacity Building of the Farmers  
A mandatory training programme shall apply for farmers that will participate under 
the ABP covering;  

• Farming as a business  
• Improved agricultural practices  
• Group management dynamics  

The cost of such training shall be borne by the participating anchor. However, 
partnerships with Development Partners are encouraged on the training of the 
farmers.  
Certificates issued at the end of the training shall constitute a requirement for 
farmers to access credit facility in kind and cash under the programme.  
2.5 Provision of Extension Services  
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The Anchor/State Governments shall be required to provide extension services to 
complement the training, ensure adherence to good agricultural practices and 
mitigate side selling.  
2.6 Collateral Under the ABP  

The following shall be collateral to be pledged by SHFs under the programme:  
• Cross and several guarantee by farmers in cooperatives  
• Tripartite Agreement signed by the parties  
• Cross and several guarantee by farmers in cooperatives registered on 

the National Collateral Registry (NCR)  
• Equity Contribution (minimum of 5%)by the farmers  Note:  

o Participating farmers under the Programme must deposit the 
minimum equity requirement in their accounts with the PFI before 
loan disbursement  

o No input would be distributed to any farmer that has not provided 
the equity contribution   

o Any PFI that contravenes this basic risk requirement would be 
sanctioned 

 
2.7 Determination of Planting Season  
The planting season to be adopted shall be advised by the Ministry of Agriculture/ 
State Agricultural Development Programme (ADP) from the state planting 
calendars.  
2.8 Side Selling  
Side Selling by the farmers is prohibited and shall attract applicable sanctions as 
indicated in Section 4.3   
2.9 Risk Sharing  
In order to engender participation of PFIs in the programme, the CBN shall absorb 
50% of the amount in default after satisfactory evidence that every means of loan 
recovery has been exhausted by the PFI. The PFI shall bear the credit risk of the 
balance.   
 
CHAPTER THREE   
3.0 Roles and Responsibilities of Stakeholders  
3.1 Central Bank of Nigeria Shall:  

• Provide the funds through the MSMEDF   
• Coordinate the entire Programme  
• Serve as Secretariat  
• Chair/Co-chair the PMT  
• Review the provisions of the guidelines as deemed necessary  

 
3.2 Nigerian Agricultural Insurance Corporation (NAIC)  Shall:  

• Provide insurance cover to the projects under the Programme  
• Ensure timely processing and settlement of claims  
• Serve as member of the PMT  

3.3 Development Partners Shall:
• Provide technical assistance to farmers, extension workers and banks  
• May serve as member of the PMT in partner States   
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3.4 Participating Financing Institutions Shall:  
• Verify eligible farmers and their farmlands   
• Open account for the farmers  
• Ensure due diligence on loan administration, monitoring and recovery  
• Conduct searches on the National Collateral Registry (NCR) to ensure that 

none of the group member is in default of any other loan facility in any 
financial institution.  

• First applications for release of funds by PFIs MUST be accompanied by 
copies of executed tripartite Agreements. (See 2.3)  

• Register their interest in the collateral on the National Collateral Registry 
(NCR) as second and any subsequent applications for release of funds by 
PFIs MUST be accompanied by evidence of COMPLETE registrations.   

• Sensitize the group members on the implication of the cross-guarantee as 
default by one member of the cooperative automatically puts all members 
in default irrespective of other members paying their individual loans.   

• Apply for release of funds after completion of all the required conditions 
precedent to drawdown 

• Credit individual farmer’s account with the released funds within 5 working 
days  

• Render monthly returns under the Scheme to the CBN in the prescribed 
reporting format  

• Serve as member of PMT  
• Carry out any other responsibilities as may be prescribed by the CBN from 

time to time  
3.5   Small Holder Farmers Shall:  

• Organize themselves into groups/cooperatives  
• Cross guarantee one another  
• Must demonstrate evidence of farm ownership/lease/rent and agree to 

work with extension workers  
• Utilize the facility (kind and cash) for the purpose for which it was granted  
• Commit to abide by the terms of agreement and not to side sell produce 
• Repay the loan as and when due by surrendering the output to the Anchor 

or State  
• Provide equity contribution in cash of minimum of 5 per cent of loan 

amount  
• Representative of the Small Holder Farmer association to serve on the PMT  
• Ensure participating member open bank account and obtain Bank 

Verification Number (BVN). 
3.6 State Government/FCT Shall:  

• Co-Chair the public sector ABP PMT  
• Submit Expression of Interest to participate under the ABP  
• Identification  of  the  two  targeted  agricultural commodities   
• Provide extension services to all participating farmers  
• Provide logistics support for the success of the programme including 

training for the farmers and extension services.  
• Establish a special ‘farmers’court’ to try defaulting parties  
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• Train identified farmers for participation under ABP  
• Where State act as Anchor, must uptake the farmers produce and pay the 

farmers through the PFI within 5 days at an agreed price  
• Carry out any other responsibilities as may be prescribed by the CBN from 

time to time  
3.7 Anchor Company Shall:  

• Co-Chair the PMT of the private sector ABP  
• Identify and organize farmers into groups/co-operatives.  
• Participate in the identification of input suppliers 
• Train identified farmers for participation under ABP 
• Provide extension service experts to support and ensure achievement of 

the targeted yield  
• Monitor harvest and facilitate full evacuation of produce  
• Establish produce collection centers.  
• Buy-up produce from farmers at agreed price  
• Pay into farmers’ loan account for the produce delivered within 48 hours  
• Carry out any other responsibilities as may be prescribed by the CBN from 

time to time  
3.8 Role of Project Management Team (PMT) Shall:  

• Coordinate project implementation   
• Coordinate discussions on cost of production per hectare  
• Communicate the decisions taken on the project to stakeholders  
• Identify genuine input suppliers   
• Coordinate and monitor project to ensure repayment  
• Issue Local Purchase Order (LPOs)  
• Ensure timely distribution of inputs  
• Escalate issues that cannot be resolved in the team to the relevant 

authorities 
• Make sure the programme is delivered and implemented as scheduled 

and within scope.  
3.9 Nigerian Incentive-Based Risk Sharing System for  
Agricultural Lending (NIRSAL) Shall:  
  Collaborate on Technical Assistance.  
 
  
 
 

CHAPTER FOUR  

4.0 Infractions and Sanctions  

 S/N  Infractions  Sanctions  
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4.1      PFI  

1  Diversion of funds 

to unauthorized 

activities   

  

• Amount diverted shall be 

recovered by the CBN.  

• Penal charge at the maximum 

lending rate of the PFI on the amount 

diverted.  

• Outright ban from participating 

under other CBN Interventions following 

another infraction  

2  Charging of 

unauthorized  

fees/interest  

• Reversal  of  the  charged 

fees/interest  

• Issuance of warning letter to the PFI  

• Outright ban from participating 

under other CBN Interventions after two 

infractions  

3  Charging of interest 

rates higher than 

prescribed  

• Reversal  of  excess 

 interest charged.  

• Penal charge at the maximum 

lending rate of the PFI   

• Issuance of warning letter to the PFI  

4  Failure to disburse 

funds within 

specified period to 

the borrowers  

• Penal charge at the maximum 

lending rate of the PFI   

• Recovery of the undisbursed 

amount plus interest  
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4.2     Anchor  

1  Failure to collect 

certified quality 

output from farmers 

after going into 

agreement as the 

Anchor to the 

farmers  

• Anchor will cease to participate 

under the programme.  

• Anchor will not be allowed to 

access agricultural and other CBN 

interventions  

2  Failure to pay for 

collected 

commodities within 

the specified period  

 Anchor to bear the cost of accrued interest 

on the farmers’ account from the due date  

  

4.3    Small Holder Farmers (SHF)  

1  Side-selling  • Total prohibition from all CBN 

interventions.  

• Blacklisting of the SHF on any 

intervention by the CBN  

• Prosecution of the SHF  

• Payment of the loan by the 

guarantors and cooperatives 

2  Input Diversion  • Blacklisting of the SHF on any 

intervention by the CBN  

• Repayment of the loan by the 

guarantors and cooperative members  
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3  Refusal to  

Submit  

Commodities to the 

Anchor  

• Blacklisting of the SHF on any 

intervention by the CBN  

• Prosecution of the SHF  

• Repayment of the loan by the 

guarantors and cooperative members  

4  Diversion of  

Funds  

• Blacklisting of the SHF on any 

intervention by the CBN  

• Prosecution of the SHF  

• Repayment of the loan by the 

guarantors and cooperative members  

4.4   Project Monitoring Team 

1  Insider related 

contracts and 

inflation of contract 

figures 

• Suspension/Prosecution of the 

culpable member(s)  

• Report the culpable member(s) to 

the relevant institution(s)   
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LIST OF ABBREVIATIONS AND ACRONYMS   

ABP:   Anchor Borrowers’ Programme  

ADP:   Agricultural Development Programme   

BVN:   Bank Verification Number  

CBN:   Central Bank of Nigeria  

DFIs:   Development Finance Institutions   

DFO:   Development Finance Officer 

DMBs:   Deposit Money Banks  

FCT:    Federal Capital Territory  

LGA:   Local Government Area  

MFBs:  Microfinance Banks   

MSMEDF:           Micro, Small and Medium Enterprises Development Fund  

NAIC:  Nigerian Agricultural Insurance Corporation  

NCR:   National Collateral Registry   

NIRSAL:   Nigerian Incentive-Based Risk Sharing System for Agricultural   

Lending  

P.A:   Per Annum  

PFIs:   Participating Financial Institutions  

PMT:   Project Management Team  

SHF:  Small Holder Farmer  

All Enquiries and Returns should be addressed to:  

The Director,   

Development Finance Department,  

Central Bank of Nigeria,   

Corporate Headquarters 

Central Business District,   

Abuja, Nigeria Fax: 09-

46238655 

www.cbn.gov.ng   
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             CENTRAL BANK OF NIGERIA GUIDELINES  
N300 BILLION POWER AND AIRLINE INTERVENTION FUND (PAIF) REVISED GUIDELINES 

(Amendment 8)  
   
1. Introduction  

In a bid to catalyze financing of the real sector of the Nigerian economy, the 
Central Bank of Nigeria has, in accordance with Section 31 of the CBN Act 2007, 
approved the investment of the sum of N500 billion Debenture Stock to be issued 
by the Bank of Industry (BOI). The sum of N200 billion has been set aside for the 
refinancing/restructuring of SME/ Manufacturing portfolios while the sum of N300 
billion will be applied to power and airline projects.  

These Guidelines relate to the N300 billion intervention fund to the power and airline 
sector (the Fund).  
 
2. Objectives of the Fund  

The objectives of the Fund are to:   
i. fast-track the development of electric power projects, especially in the 

identified industrial clusters in the country;  
ii. fast-track the development of the aviation sector of the Nigerian economy by 

improving the terms of credit to Airlines;  
iii. serve as a credit enhancement instrument to improve the financial position of 

the Deposit Money Banks (DMBs);  
iv. improve power supply, generate employment, and enhance the living standard 

of the citizens through consistent power supply;  
v. Provide leverage for additional private sector investments in the power and 

aviation sectors.  
  
3. Managing Agent  

The Bank of Industry (BOI) shall be the managing agent and be responsible for the 
day to day administration of the Fund.  
 
4. Technical Adviser (TA)  

The Africa Finance Corporation (AFC) shall serve as TA to the Fund.  
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5. Eligibility Criteria  
 

5.1. Power Projects  
i. Any corporate entity, duly registered in Nigeria, involved in electricity power 

supply value chain that includes power generation, transmission, distribution, 
gas-to-power projects and associated services.  

ii. Eligible projects can be promoted by private or public sector sponsors (or a 
combination of both) but must be structured either as profit-oriented business or 
a public service, provided that contracted cash-flows or financing support exist 
to ensure repayment of principal and interest, as well as long term viability.  

iii. The Project Company may also offer appropriate credit enhancement options 
to support its financial obligations.  

iv. The Project could be already existing and in operation, in design/development, 
under construction, or existing but operationally inactive.  

v. The refinancing of existing loans for captive power projects for corporate entities 
that are not power companies will only be eligible if the investments are not 
older than 2 years from the date of the application. For the avoidance of doubt, 
this restriction will not be applicable to captive power projects implemented 
and managed by power companies  

vi. Gas-to-Power promoters must tender verifiable evidence of off-taker purchase 
agreements for their projects to be eligible  

  
5.2. Airlines  

i. Any Airline duly incorporated under the Companies and Allied Matters Act of 
1990 and operating in Nigeria.  

ii. Any Company duly incorporated under the Companies and Allied Matters Act 
of 1990 and operating in Nigeria, engaged in aircraft hangar projects capable 
of servicing existing commercial jets and next generation aircraft series for ‘C’ 
and ‘D’ checks in Nigeria’  

  
6. Types of Facilities  

i. Long term loans (for new Power Projects)  
ii. Refinancing of existing loans (Power and Airline Projects)  
iii. Refinancing of existing leases (Power and Airline Projects)  
iv. Working capital (for existing Power and Airline Projects only)  
v. Refinancing of Aircraft Hangar Projects   

 
7. Participating Financial Institutions (PFIs)  
All Deposit Money Banks and Development Finance Institutions (DFIs) excluding the 
Bank of Industry (BOI)  
Asset Management Corporation of Nigeria (AMCON), may by special approval of 
the CBN Management, be allowed to participate with respect to acquired projects 
of national economic importance.  
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8. Modalities for Intervention   
8.1. Loan (Power Projects only)  
8.2. Amount 

The Fund facility shall not be more than 70 percent of the total cost of the 
project.  

8.2.1. Tenor  
i. The Fund loans shall have a maximum tenor of 15 years as determined by 

the project’s cash flow profile not exceeding 31st July, 2025. 
ii. Working capital facility shall be of one year duration with provision for roll-

over but not more than 5 years.  

8.2.2. Repayment  
Repayments under this facility shall be amortised  

8.2.3. Moratorium  
i. The Fund allows for moratorium in the loan repayment schedule.  
ii. The moratorium on principal shall depend on the type and nature of the 

project and shall not exceed either the construction period of the project 
(which shall not exceed 5 years) or the time required to complete the 
project.  

iii. Additional moratorium period of [18] months may be added to the 
moratorium period in order to address the risk of completion delays.  

iv. Protracted completion delays could be addressed through other 
mechanisms such as adequate sponsor support and contingencies to be 
determined on a project specific basis.  

8.2.4. Interest during Construction (IDC)  
The treatment of IDC shall depend on the project. The two options allowed 
under the Fund are:  
i. Capitalization of Interest - interest shall accrue and be capitalized 

accordingly during the moratorium period. 

ii. Pre-funding of Interest - interest shall be funded during construction from a 
prefunded IDC Account. The amount required for IDC can be added to the 
total project cost.  

The IDC payment option adopted shall be expressly stated on the loan documents.  

8.2.5. Professional / Consultant Fees  
Professional / consultant fees associated with the development of projects 
and the project financing structure shall be grossed up and included in the 
total project cost to be financed. Professional costs commonly associated 
with project finance include professional fees for the following services:  
i. Project Engineer Consultancy  
ii. Independent Engineer Advisory  
iii. Financial Advisory Services**  
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iv. Technical Advisory Services  
v. International Counsel  
vi. Local Counsel  
vii. Lenders’ Counsel  
viii. Due Diligence – Legal, Technical, Commercial and Financial   
ix. Legal Documentation Etc.  

  
**The financial advisor can be the applicant bank or an independent institution 
which is not participating in the financing.  
  

8.3. Refinancing (Power and Airline Projects)  
The Fund will provide refinance for existing term loans for commercially viable power 
and airline projects.  

8.3.1. Extent of Refinancing  
i. Power: The Fund will provide refinance for existing term loans for 

commercially viable power projects.  
ii. Airlines: The Fund shall provide refinancing up to 100 per cent of the loans 

granted to airlines and hangar projects.  

8.3.2. Tenor  
The tenor of refinancing shall be 15 years not exceeding 31st July, 2025 and shall be 
determined by the supporting cash-flow profile. 

8.4. Other conditions applicable to both Power and Airline Projects  

8.4.1. Interest Rate  
The Fund shall be administered at an “all-in” interest rate/charge of NOT more 
than 9 percent per annum payable on quarterly basis.  
The “all-in” interest rate of 9% to be shared as follows:  

a) Participating Financial Institutions          5%  
b) Managing Agent/TA (BOI& AFC)           1%  
c) Sponsor (CBN)                                        3%           

Specifically,   
i. The DMBs’ shall charge NOT exceed 9% per annum on the Fund facility out 

of which 4% would be remitted to BOI’s Account  
ii. The DMBs shall remit the amounts due to BOI out of the interest payments 

received from the projects funded;  
iii. The amounts due to BOI must be paid not later than 30 days after the 

interest is earned.  
iv. BOI shall remit the CBN portion of interest earned quarterly not more than 

10 working days at the end of each quarter.
* No upfront fee/charge should be deducted in respect any facility under the 
Fund  
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8.4.2. Infractions and Sanctions  
i. Diversion of funds by the PFIs shall attract a penalty at the bank’s average 

lending rate at the time of infraction. In addition, such PFIs shall be barred 
from further participation under the Fund  

ii. Non-rendition of returns or the rendition of false returns shall attract the 
penalty stipulated by BOFIA section 60  

iii. Any PFI that fails to disburse the Fund within 14 days of receipt to the borrower 
shall be charged the maximum lending rate of the PFI as penalty for the 
period that the Fund was not disbursed  

8.4.3. Penalty for Defaults by Borrowers  
In the event of default in loan repayment (principal and interest), the PFIs shall 
have the right to charge commercial interest rate on the amount of default  

 
9. Notice for Submission Of Proposals  
BOI shall send out notice to all DMBs/ DFIs for submission of refinancing/ restructuring 
requests on behalf of eligible airlines and power companies.  

The notice shall, among others, specify the eligibility criteria, format and submission 
deadlines.  

10. Application Procedures 

10.1. Submission of Requests  
A PFI shall submit a request, on its behalf or on behalf of other parties in the case of 
syndication or other arrangements, in the prescribed format on behalf of the project 
promoters.  
In the case of syndication or other arrangements, BOI shall deal directly with the 
lead bank only on all issues relating to such application.  
 

10.2. Required Documentation  
Each request must be accompanied by the following documents:  
i. Request from the project promoter seeking such loan and/or 

refinancing/restructuring;  
ii. Last 3 years financials of an existing company;  
iii. Feasibility study/business plan of the project;  
iv. Relevant permits/approvals;  
v. Off-take and other relevant agreements;  
vi. Environmental impact assessment report;  
vii. Copies of duly executed offer documents between the bank and the 

company evidencing existence of a facility in the case of refinancing;  
viii. Six (6) months account statements showing the current exposure (if any);  
ix. Certificate of incorporation evidencing the incorporation of the company 

with the corporate affairs commission; and  
x. List of directors of the company (form CO7)  
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Other documents as may be required by the TA to facilitate the appraisal process.  
 

10.3. Processing Period  
i. BOI shall process all applications received to confirm the completeness of the 

documentation and forward them to TA within 5 days.  
ii. The TA shall appraise the applications and provide its report to BOI within 20 

working days of receipt.  
iii. BOI shall inform the PFIs of the status of its application not later than 5 working 

days after the receipt of the TA’s report.  
  

10.4. Approval Process  
The recommended applications that have fulfilled all the laid down criteria shall be 
forwarded to the Management of the Central Bank of Nigeria for final approval  
 

10.5. On-Lending Agreement  
An on-lending agreement shall be signed between BOI and each PB for approved 
projects.  
 

10.6. Security to be offered by PBs  
The following securities shall be offered:  
i. The security to be provided by PBs to BOI shall be a bank guarantee backed by 

a payment order for the PB’s account to be debited by the CBN for any amount 
due should the PB default.  

ii. Legal agreement between BOI and PB for BOI to have the rights to realize security 
pledged by project promoters.  

iii. BOI to have lien on the project cash flows.  
iv. A deed of assignment of the assets of the project in favour of BOI  
 

10.7. Release of Funds  
BOI shall within 3 working days of receipt of the payment order, credit the PB’s 
account at CBN with the amount due based on the disbursement schedule.  
The PB is expected to disburse the funds to the borrower in line with the terms and 
conditions of its requests not later than 2 working days of receipt of funds from BOI.  
  
11. Monitoring of Projects:  
A project financed under the Fund shall be subject to monitoring by the BOI, AFC, 
CBN and PB during the loan period. 
  
12. Responsibilities of Stakeholders:  
For the effective implementation of the Fund and for it to achieve the desired 
objectives, the responsibilities of the stakeholders shall include:  
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12.1. The CBN  
The Central Bank of Nigeria shall:  

i. Articulate clear guidelines for the implementation of the Fund.  
ii. Provide funds for the Intervention.  
iii. Determine the limits of the Fund.  
iv. Specify the rate at which BOI and PBs will lend under the Fund.  
v. Request BOI to render periodic returns as may be specified from time to 

time.  
vi. Monitor the implementation of the Fund and publish periodic reports on its 

performance.  
vii.  Review the Fund guidelines as may be necessary from time to time  

12.2. Bank of Industry (BOI) The BOI shall:  
i. Act as the Managing Agent of the Fund  
ii. Issue debenture covering the Funds to be invested by CBN  
iii. Put in place appropriate institutional arrangements for disbursing, monitoring 

and recovering the amount obtained under the Fund   
iv. Render periodic returns on the performance of the Fund as may be specified 

by CBN; and  
v. Remit the CBN portion of interest earned quarterly not more than 10 working 

days at the end of each quarter. 

12.3. The Technical Adviser (TA) The TA shall:  
i. Provide technical support to the Programme;  
ii. Review projects to confirm eligibility and viability. iii. Build capacity of 

stakeholders  

12.4. The Participating Financial Institution (PFI) 
The PFI shall:  

i. Grant credit facilities to eligible companies at an interest rate NOT exceeding 
9% p.a;  

ii. Present requests under the Fund based on normal business consideration 
exercising due diligence;  

iii. Ensure timely disbursement of funds to approved projects;  
iv. Render periodic returns under the Fund as may be specified by the CBN and 

BOI from time to time;  
v. Monitor the projects during the loan period; and  
vi. Comply with the guidelines of the Fund  

  
12.5. Borrower  
The borrower shall: 

i. Utilise the funds for the purpose for which it was granted.  
ii. Insure the project being financed.  
iii. Adhere strictly to the terms and conditions of the loan.  
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iv. Make the project and records available for inspection/verification by the CBN 
and BOI.  

v. Comply with the guidelines of the Fund.  
  

13. Discontinuation of a Credit Facility  
Whenever a loan is repaid or the facility is otherwise discontinued, the PB shall advise 
the BOI immediately, giving particulars of the credit facility. Any outstanding 
amount under the facility is to be refunded to the BOI account at CBN.  
  
14. Amendments  
These Guidelines shall be subject to review from time to time as may be deemed 
necessary by the CBN. The Amendment does not have retroactive effect and 
therefore is applicable only to new approvals  

This amendment comes into effect from 10 June, 2016 and supersedes all the 
previous ones.  

15. Enquiries and Returns  
All enquiries and returns should be addressed to:  
 

The Director  
Development Finance Department  
Central Bank of Nigeria  
Corporate Headquarters 
Central Business District 
Abuja.  
Telephone No: 234-09-46238600  
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1.0  Introduction  
To ensure continuous flow of credit to the export sector at competitive rates, 
especially against the background of declining export loans and the need to 
promote sustainable non-oil exports, the Central Bank of Nigeria (CBN) has 
expanded the Export Credit Rediscounting and Refinancing Facilities (RRF) by 
N50 billion to support the Deposit Money Banks (DMBs) in the provision of pre- 
and post-shipment finance to exporters to undertake export transactions.   
To implement the facility, CBN will invest in a N50 billion debenture to be issued 
by the Nigerian Export – Import Bank (NEXIM) in line with Section 31 of CBN Act. 
Accordingly, this guideline describes and outlines the revised operational 
modalities of the RRF towards the provision of a discount window to liquefy the 
export credit transactions of Deposit Money Banks, thereby improving exporters’ 
access to export credit at any given time.   
 

2.0  Objectives of the RRF  
2.1  The RRF objectives are:  
(a) To encourage and support DMBs to provide short-term pre- and post-

shipment finance in support of exports by providing a discount window 
to exports financing banks and therefore improving their liquidity and 
exporters’ access to export credit.  

(b) Moderation and indirect influence on the cost of export credits to the 
non-oil sector in order to enhance competitiveness of Nigeria’s exports 
and thereby assist in export production and marketing.  

(c) To enhance the continuous flow of export credits for non-oil exports 
toward facilitating the diversification of the productive base of the 
economy and ensuring sustainable external sector development;  

2.1.1 Pre-Shipment Rediscounting Facility  
The objective is to encourage banks to finance incidental expenses necessary 
to undertake and perform export contracts as well as procurement of inputs / 
exportable goods, e.g. raw materials / commodities, semi-processed and 
finished goods for either processing and/or direct exports.   

2.1.2 Post-Shipment Rediscounting Facility  
The objective is to encourage banks to provide finance to exporters awaiting 
receipts of export proceeds of their shipments and/or encourage the provision 
of deferred payment arrangements by exporters to their counter-parties to 
enhance competitiveness.  

2.1.3 Refinancing Facility  
The objective of the Refinancing Facility is to encourage banks to provide 
longer term export credit in support of export activity than is available under the 
Rediscounting Facility, which is transaction specific. The Refinancing Facility 
provides a mechanism that relieves export financing banks and export credit 
guarantors on their longer than expected export lending commitments. It also 
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provides financial accommodation to the export financing banks in the event 
of commercial lending difficulties.   
 

3.0 Features of the RRF  
Highlighted below are the specific features of these facilities:  

3.1  Eligibility   
3.1.1  Participating Banks   
All the DMBs who have sanctioned /extended export credits are eligible as 
Participating Banks under the RRF Window in order to improve their liquidity and 
expand their export credit portfolios.  

3.1.2  Beneficiary Clients / Transactions    
All existing / potential export-oriented companies duly incorporated / registered 
in Nigeria and undertaking non-oil exports transactions of goods and services 
that are not under a subsisting Exports Prohibition List shall be eligible to benefit 
under the scheme. However, facilities availed under any of the existing CBN 
funding schemes are not eligible under the RRF Window.  

3.2  Tenor  
The tenor in respect of the RRF shall be a maximum of 360 days as follows:  
a) Pre-shipment Shipment Rediscounting shall be transaction specific / period 

specific but subject to a maximum of 180 days;   
b) Post-shipment Rediscounting tenor shall be in accordance with extant 

policies on repatriation of export proceeds from time to time. It currently 
shall not exceed 180 days in line with the existing CBN Circular dated July 
17, 2009 - “Guidelines on Repatriation of Export Proceeds for Non-Oil 
Commercial Exports – Ref: TED/FEM/FPC/GEN/01/116   

c) For combined Pre- and Post-Shipment finance, a tenor not exceeding a 
270 days shall apply but on the basis of specificity of underlying transaction  

d) The Refinancing Facility availed shall not exceed 360 days and shall cover 
installments of short-term financing of long-term transactions such as export 
debentures, export finance guarantees, export term loans, etc. falling due 
within a year of the date of application.  

3.3  Rate  
Export bills / transactions shall be discounted / refinanced at an “all-in” rate of a 
maximum of 6% per annum with the pricing structure as follows;  
a) CBN / NEXIM would provide the RRF at a rate of 3% per annum   
b) Participating Banks shall have a maximum spread of 3% per annum  

3.4  Exposure Limit  
Each Participating Bank will have a transaction exposure limit under the RRF 
Window of a maximum of N2 billion to N5 billion as may be determined from 
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time to time based on Participating Banks’ credit ratings and volume of non-oil 
exports transactions / beneficiary clients being supported.  

3.5 Application Procedures  
At the end of the first quarter of each financial year (31st March), the 
Participating Banks seeking to benefit from the Rediscounting and/or 
Refinancing Facility shall forward an application to this effect to NEXIM 
accompanied by its most recent audited accounts.   

To avail the Rediscounting and/or Refinancing facilities, the Participating Bank 
shall apply in the prescribed RRF format for the benefit of its export – oriented 
transaction(s).  

 
4.0 Rediscounting Facility  
4.1.1 Application for Rediscounting Facility  
 A Participating Bank may at any time during the year apply for bills 
rediscounting under the Rediscounting Facility and would be granted approval 
on the basis of individual export transaction.         

4.1.2 Documentation  
An application for rediscounting covering either pre-shipment, post shipment or 
combined pre- and post-shipment periods shall be made to NEXIM by means 
of a request letter signed by at least two authorized signatories of the 
Participating Bank as per executed signature mandates with CBN / NEXIM and 
be supported by the following documents;  
(a) Evidence of an underlying export order, e.g. letter of credit, sales 

contract, confirmed order by a reputable local buying agent of an 
established buyer on Incoterm basis -“DAT Delivered At Terminal / DAP 
Delivered At Place - Warehouse “  

(b) Evidence of export credit:  This should be an accepted Letter of Offer of 
an existing export credit facility or a bill of exchange drawn by the bank 
on, and accepted by the exporter covering export credit facility 
provided by  

(c) The Participating Bank.   The bill shall be for an appropriate tenor with the 
discount rate clearly stated on the bill.  

(d) Completed Return on Export Finance Portfolio, specimen of which is in 
Appendix I  

4.1.3  For a Rediscounting Facility specifically covering the post-shipment period, 
the following documentations shall apply:  

(a) Evidence of an export order, e.g. Letter of Credit; sales contract, 
confirmed order by a reputable local agent of an established buyer.  

(b) Evidence of export credit - This should be an existing accepted export 
credit facility, executed guarantee receivable finance instrument or a bill 
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of exchange drawn by the bank on, and accepted by the exporter 
covering export credit facility provided by the Participating Bank.   The bill 
shall be for an appropriate tenor with the discount rate clearly stated on 
the bill.  

(c) Evidence of shipment, e.g. clean on-board Bill of Lading.  
(d) Copy of NXP Forms / Clean Certificate of Inspection   
(e) Copy of Bank’s Remittance Letter and Exporter’s Final Invoice  

4.2  Refinancing Facility  
4.2.1 Application for the Refinancing Facility  
A Participating Bank may at any time apply for financing under the Refinancing 
Facility and would be granted approval on the basis of individual export finance 
transaction;  

4.2.2 Documentation  
An application for the Refinancing facility shall be made to NEXIM by means of 
a letter signed by at least two authorised signatories of the applicant 
Participating Bank.  The application shall be supported with the following 
documents:  
(a) Evidence of export order for appropriate products such as letter of credit, 

export contract and/or medium term export off-take arrangements  
(b) Evidence of export credit - This should be an accepted letter of offer, 

executed guarantee receivable finance instrument, other debt instruments - 
e.g. export debentures or long term export loan installments falling due for 
repayment within one year of application date are qualified for refinancing.  

(c) Returns on Export Finance Portfolio  
(d) Evidence of capacity to perform in the form of the following  

(i) Evidence of existence and capacity of installed plant or toll processing 
agreement.  

(ii) Evidence of security taken by the Participating Bank.  
(iii) Summary of exports undertaken in the current request period and 

preceding year   
 

5.0 Approval Process   
5.1 NEXIM shall process all applications received from Participating Banks to 

confirm the completeness of documentation and eligibility.  
5.2 NEXIM shall appraise the applications and provide its status report to the 

Participating Bank within 5 working days of receipt.   
5.3 Applications that meets the eligibility criteria and documentation 

requirements under the   Rediscounting and Refinancing Facility (RRF) shall 
be approved and communicated to the Participating Bank in writing, 
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stating amongst others, the face value of the facility, discounted value, 
tenor, rediscount rate and beneficiary exporter involved.  

5.4 Upon acceptance of the approved RRF, the Participating Bank shall 
request for disbursement vide a letter duly signed by two authorised 
signatories forwarding the following:  
(a) Accepted duplicate copy of letter of offer (see Appendix)  
(b) Promissory Note with face value equal to principal plus interest (see 

Appendix).  
(c) An Irrevocable Transfer Order (ITO) addressed to Central Bank of 

Nigeria (see Appendix)  

6.0  Disbursement  
Applications that fulfilled all conditions precedent to drawdown under the RRF  
Window shall be forwarded to the Central Bank of Nigeria for disbursement of the 
proceeds of the bill i.e. the discount value (see Appendix for the formula for 
computing the proceeds to be credited to the Participating Bank. 

7.0  Rendition of Returns / Monitoring   
All benefitting Participating Banks are expected to provide monthly / periodic 
returns on exports and foreign exchange earnings of their RRF beneficiary 
exporters on the prescribed format whose specimen is in Appendix VIII Being 
essentially an interbank facility, it is the Participating Bank’s responsibility to 
monitor their beneficiary exporters. However, CBN / NEXIM reserve the right to 
conduct a monitoring visit to beneficiary exporter in company of Participating 
Bank officials.  

8.0  Repayments  
At maturity of the facility, the Participating Bank shall repay the face value of 
the availed RRF or NEXIM shall cause the Irrevocable Transfer Order given by 
the PB to be invoked by CBN.  The Promissory Note shall then be marked 
“Cancelled” and returned to the beneficiary Participating Bank.  

10.0 Other Aspects of the RRF   
10.1 Security  
Under the Rediscounting and Refinancing Facility (RRF), NEXIM shall have full 
recourse to the Participating Banks who are primary obligors.  Participating 
Banks are therefore expected to fully secure their lending.  

10.2 Penalties / Sanctions  
(a) If an exporter benefits from either the Rediscounting or Refinancing Facility 

but fails to perform the export order both the company and its directors shall 
be blacklisted for one year.  
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(b) Where there is an infraction by the Participating Bank under any of the 
facilities, it shall be blacklisted for one year and the facility shall be recalled 
immediately.   

(c) In addition to Items (a) and (b) above, additional charges equivalent to the 
PB’s spread shall be charged to the account of the defaulting Participating 
Bank.   

In the context of the above, an infraction is defined to include, but not limited to:  
1. False declaration  
2. Falsification of documents  
3. Deliberate breach of the provisions of this Guideline  
4. And the issuance of bills that are irregular and therefore delay 

repayments to NEXIM.     
Notwithstanding the penalties prescribed above, NEXIM reserves the right to 
recall any of these facilities if it finds out that:  

(a) Funds were not disbursed to the exporter   
(b) Funds have been diverted by beneficiary exporters  
(c) There were incidences of Non-Repatriation / Repatriation status has 

been falsified.  
11.0  Effective Date and Review of Guidelines  
These guidelines supersede the earlier RRF guidelines, and shall become 

effective 13 June 2016.  
 

12.0 These Guidelines are subject to review and amendment by NEXIM to qualify 
and make clear the basis upon which such reviews and amendments might be 
made.  
Nigerian Export – Import Bank (NEXIM)  
NEXIM House, Central Business District,  
Abuja 
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APPENDIX I 
 

RETURN ON EXPORT FINANCE PORTFOLIO FOR THE MONTH OF ............... 20 ...........  
 

NAME OF BANK 
................................................................................................................................................
...................................................................................................................................... 

9  
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    AUTHORISED SIGNATORY                    AUTHORISED SIGNATORY

  
FINANCIAL DOCUMENT FINANCIAL DOCUMENT  

Name & Name &  
Address Address  
of Exporter / Email of Exporter / Email  

Name &  Name &   
Address Address  
of Consignee of Consignee 

Type(s) of   Type(s) of    
Export Export 

Quantity of  
Export Goods  Export Goods   

Value of Exports Value of Exports  Mode of  Mode of   
paymen paymenpayment paymenpaymentpaymentpaymen  
by consignee by consigneeby consigneeby consignee  

Rate of Interest /  
Discount Discount  
Rate of Interest / Loan Amount 

Sanctioned / 
Disbursed to   
ExporterExporter  
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SUMMARY OF EXPORTS  

CERTIFICATE   

(Required for Refinancing Facility)  

 

Date: .....................................  

 

The Managing Director,  

Nigerian Export-Import Bank, 

NEXIM House,  

Central Business District, 

Abuja.  

 

Dear Sir,  

 

_____________________  

(Name of exporter)  

  

We certify that the above exporter undertook the export transactions listed 

below and that the relative proceeds have been repatriated to Nigeria and/or 

awaiting repatriation in line with extant policy regulation of the Central Bank of 

Nigeria.  

  

Yours faithfully,               

  

Authorised Signatory             Authorised Signatory  

  

EXPORT BUSINESS UNDERTAKEN DURING THE IMMEDIATE PAST EIGHTEEN (18) 

MONTHS FOR THE PERIOD ……………………………………….  
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NXP  

Form(s)  

No. & 

Date  

Name & 

Address of 

Buyer 

Product(s)  

  

Invoice 

Value  (US 

$) 

Amount  

Repatriated /  

Awaiting  

Repatriation 

(US $)  

   Description  Quantity 

(Tons)  
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APPENDIX III 

  

  

  

NIGERIAN EXPORT-IMPORT BANK  

  

  

  

REDISCOUNTING AND REFINANCING FACILITIES (RRF)  

  

CALCULATION OF PROCEEDS OF SUBSTITUTION BILL  

  

PROCEEDS = (FACE VALUE) - FACE VALUE x RATE OF INTEREST x NO. OF DAYS  

      36500  

  

PROCEEDS = FACE VALUE (1- RATE OF INTEREST x NO. OF DAYS)  

      36500  
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APPENDIX IV 

  

ON LETTER HEADED PAPER OF NEXIM  

  

Date:......................................  

 

The Managing Director,  

............................................  

............................................  

............................................  

 

Dear Sir,  

 

APPROVAL FOR RRF OF N....................................  

 

I write with reference to your application dated ...................... for Rediscounting 

and Refinancing Facility of N................ and wish to convey to you our approval 

of your request under the following terms and conditions.  

 

(a) Proceeds: .....................................  

(b) Tenor:……………………………….......................

(c)  Rate:  ......................................  

(d) Face Value:.....................................  

(e) Name of Exporter: ......................................  
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You are hereby requested to forward to us the relevant Promissory Note, 

Irrevocable Transfer Order and a duplicate copy of this approval letter to enable 

us fund your account under the RRF. 

  

Please, note that the NEXIM reserves the right to alter/amend the 

aforementioned terms and conditions as and when warranted.  

  

We are, by way of information, forwarding a copy of this approval letter to the 

exporter and you are therefore expected to extend the benefits of the RRF / 

show evidence of disbursement within two (2) days of funds transfer to your 

account, failing which we shall be constrained to recall the facility 

immediately and charge default rate for the default period.  

  

Yours faithfully,  

  

....................................             ....................................  

Authorised Signatory  Authorised Signatory 

__________________________________________________________________________  

ACCEPTED FOR AND ON BEHALF OF …………………………  

....................................             ....................................  

Authorised Signatory       Authorised Signatory 
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APPENDIX V   

NO........................................  

_________________________________ 

_________________________________   

_________________________________  

        'ORIGINAL'  

XY Bank Limited  Address  

PROMISSORY NOTE  

Amount N.......................................  Date of Issue........................................  

The XY Bank Limited hereby promises to pay Nigerian Export-Import Bank, Lagos, 

the sum of  

N................................................................................           

   (Amount in words)  

.................................................................on the .................................................  

day of ...................................20 ..................................... Being the due date fixed 

by this promissory note the value of which includes the sum received by the 

XY Bank Limited and the interest thereon which is determined in accordance 

with the revised Guidelines for operating the Export Credit Rediscounting and 

Refinancing Facility (RRF) of 1st June, 1998 subject to and in accordance with 

the set conditions.  

 In WITNESS whereof the XY Bank limited has caused this note to be signed on its 

behalf by:     

1.  Authorised Signature      2.  Authorised Signature  

   ---------------------------        -----------------------------------  

  Name           Name  

   ----------------------------        -----------------------------------  

  Position/Status         Position/Status  

  

  -----------------------------        ----------------------------------- 
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APPENDIX VI 

   

NAME ON LETTER HEADING OF BANK  

 

 

The Director,  

XXXXXXXXXXXXXXXXX  

Central Bank of Nigeria, 

Abuja.  

 

Dear Sir,  

 

IRREVOCABLE TRANSFER ORDER - (NAME OF COMPANY)  

Please debit our account No.................... with you, on ..............................with  

     (A/c No)    (Date)  the 

sum of 

N..............................(.............................................................................  

...................................................................................................................................) 

And  credit  

NEXIM RRF Current Account No.000000000000000 with the sum of 

N.................................  

(.......................................................................................)  

(in words) 

The amount represents the RRF Advance of 

N.................................................. granted on ........................................... 

with interest of N.....................................  

      (date)  

at ........................% per annum for ............................................ days.  
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Copies of the advice confirming transfer should be sent to us and NEXIM.  

 

Yours faithfully,  

 

.....................................      .....................................  

Authorised Signatory      Authorised Signatory  

 

SPECIAL INSTRUCTION  

 

In the event of our failure to disburse our funds to the client, the bank has our 

mandate to invoke the ITO prematurely and recall her funds at the prevailing  

default interest  rate.  

 

 

 

.....................................      .....................................  

Authorised Signatory      Authorised Signatory  
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APPENDIX VII 

 

NIGERIA EXPORT-IMPORT BANK  

  

EXPORT CREDIT REDISCOUNTING AND REFINANCING FACILITY (RRF)  

  

OPERATIONAL STAGES  

  

  Stage 1  

  

(a) Participating Bank applies to NEXIM for participation under the RRF  

  (Usually once an export year)  

(b) NEXIM reviews request / latest audited accounts assigns Exposure 

Limit.  

  

  Stage 2  

  

(a) Participating Bank applies to discount bills / refinance export credit  

    (100% of eligible export credit is re-financeable)  

(b) NEXIM advises approval of application to bank.  

  

  Stage 3  

  

(a) Participating Bank submits accepted offer letter and supporting 

documents to NEXIM  

(b) NEXIM advises CBN to credit Participating Bank’s Account  

    

(c) Participating Bank advised on Credit  
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 Stage 4  

 

(a) Participating Bank informs beneficiary client of RRF availment / funds     

exporter  

      

(b) Participating Bank renders periodic returns   

 

(c) Participating Bank repays   

 

(d) NEXIM cancels debt instruments and returns to Participating Bank  
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Appendix VIII  

  

RETURN ON EXPORTS AND FOREIGN EXCHANGE EARNINGS FROM THE REFINANCING AND REDISCOUNTING 

FACILITY (RRF) FOR EXPORTS  

FOR THE MONTH .......................................................... 20…………..  

NAME OF BANK:..........................................................................................................  

1  2  3 4  5  6  7  8  9  10  11  

No.  

  

Name/  

Address 

of 

Exporter  

Name/ 

Address of 

Consignee  

Type 

of 

Export  

Term/s of 

payment  

Contract  

No/Date    

& Other  

Terms    

(i) Qty.   

(ii) Value  

Amounts  

Rediscounted/ 

Refinanced by  

NEXIM & Dates  

Qty. of  

Export  

Shipped  

Facility  

Granted  

& Dates  

Amounts  

Earned/  

Repatriated  

& Dates  

(Attach  

Evidence)  

Remarks  
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ADDRESS:..................................................................................................................... 

......................................................................................................................................  
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CENTRAL BANK OF NIGERIA  

  

  

  

                        NON-OIL EXPORT STIMULATION FACILITY (ESF)  

  

OPERATING GUIDELINES  

  

  

  

  

   

    

  

  

June, 2016  

 

  
 

 
 

http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
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1.0 Introduction
The Non-Oil Export Stimulation Facility (ESF) was established by the Central Bank of 
Nigeria (CBN) to diversify the economy away from oil and to expedite the growth 
and development of the non-oil export sector. The recent fall in global prices of 
crude oil triggered a sharp decline in the country’s revenue and foreign exchange 
earnings.  
The facility is essentially designed to redress the declining export credit and 
reposition the sector to increase its contribution to revenue generation and 
economic development. It will improve export financing, increase access of 
exporters to low interest credit and offer additional opportunities for them to upscale 
and expand their businesses in addition to improving their competiveness.  
To implement the facility, CBN will invest in a N500 billion debenture to be issued by 
Nigerian Export-Import Bank (NEXIM) in line with section 31 of CBN Act. This Guideline 
describes and outlines the operational modalities of the ESF.  
 
2.0 Objectives of the Facility   
The objectives of the Facility are to:   
a) Improve access of exporters to concessionary finance to expand and diversify 

the non-oil export baskets;  
b) Attract new investments and encourage re-investments in value-added non-oil 

exports production and non-traditional exports;  
c) Shore up non-oil export sector productivity and create more jobs;  
d) Support export oriented companies to upscale and expand their export 

operations as well as capabilities;  
e) Diversify and increase the level of contribution of non-oil exports revenue 

towards sustainable economic development; and  
f) Broaden the scope of export financing instruments.  

 
 3.0 Management of the Facility   
The Nigerian Export – Import Bank (NEXIM) shall be the Managing Agent of the Non-
Oil Export Stimulation Facility (ESF). It shall be responsible for the day-today 
administration of the Facility and rendition of periodic reports on the performance 
of ESF to CBN.  
 
4.0 Eligibility Criteria   
4.1 Eligible Borrowers/Beneficiaries   
Only export-oriented enterprises shall be eligible under the ESF, such shall include 
be:  
4.1.2 A company duly incorporated in Nigeria under Companies and Allied Matters 
Act (CAMA).   
4.1.3 An Enterprise with verifiable export off-take contract(s).   
4.1.4 An Enterprise with satisfactory credit reports from at least two Credit Bureaus in 
line with the provisions of CBN Circular BSD/DIR/GEN/CIR/04/014 dated April 30, 
2010.  
4.1.5 Eligible Bank Asset (EBA) purchased by Asset Management Corporation of 
Nigeria (AMCON), that may by special approval of the CBN Management, be 
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allowed to participate with respect to acquired projects of national economic 
importance, proven potentials to export, good prospects to attract new investors 
and ability to repay EBA obligations to AMCON.          
The applications shall be in compliance with CBN circulars BSD/DIR/GEN/LAB/07/015 
and BSD/DIR/GENLAB/07/034 on  
“Prohibition of Loan Defaulters from Further Access to Credit Facilities in the Nigerian 
banking System” and “Guidelines for Processing Requests from DMBs to Extend 
New/Additional Credit Facilities to Loan Defaulters and AMCON Obligors” dated 
June 30, 2014 and October 10, 2014 respectively.  
4.2 Eligible Transactions 
Eligible transactions that shall qualify for funding under the ESF shall include:  
(i) Export of goods wholly or partly processed or manufactured in Nigeria;  
(ii) Export of commodities and services, which are permissible and excluded under 

existing export prohibition list   
(iii) Imports of plant & machinery, spare parts and packaging materials, required 

for export oriented production that cannot be produced locally;   
(iv) Export value chain support services such as transportation, warehousing and 

quality assurance infrastructure.   
(v) Resuscitation, expansion, modernization and technology upgrade of nonoil 

exports industries and;  
(vi) Stocking Facility/Working capital;   
 
5.0 Participating Financial Institutions (PFIs)    
 The following shall be eligible to participate under the Facility:    
(i) Deposit Money Banks  
(ii) Development Finance Institutions (DFIs) except NEXIM  
 
 6.0 FEATUERES OF THE ESF  
 6.1 Lending Limit    
 a)  The Facility shall not exceed 70% of the total cost of the project or transaction   

subject to a maximum of five billion Naira   
 6.2 Tenor   
  The ESF shall have a tenor of up to 10 years and shall not exceed the 28th of 

December, 2025.  
a) Stocking facility shall be for a maximum tenor of one year with the option of roll-

over not exceeding twice. However, this shall attract an additional fee of 0.25% 
per annum of the loan amount and is subject to approval of CBN.   

b) Working capital facility shall be for a maximum tenor of one year with the 
provision of roll-over not exceeding twice. However, this shall attract an 
additional fee of 0.25% per annum of the loan amount and is subject to approval 
of CBN.  

6.3 Repayment   
  Repayments of principal components of loans and interest shall be quarterly.   

6.4 Moratorium  
a) Moratorium shall be project specific and shall not exceed two (2) years.  
b) In case of construction, additional moratorium of up to twelve [12] months may 

be allowed. However, this shall attract an additional fee of 0.25% per annum 
of the loan amount.   
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6.5 Interest Rates   
The Facility shall be availed at an “all-in” Interest rate, based on risk based 
pricing model as per CBN Circular BSD/DIR/GEN/CIR/04/015 of April 30, 2010 as 
follows:  
a) Facilities with a tenor of up to three (3) years, would be granted at a 

maximum all-in interest rate of seven and half percent (7.5%) per annum  
b) Facilities with tenor of over three (3) years, would be granted at a maximum 

all-in interest rate of nine percent (9%) per annum   
Structure of Interest Computation under the ESF shall be as follows;  

a) Participating Financial Institutions – maximum spread of 6% per annum  
b) Managing Agent (NEXIM) – 1% per annum  
c) Central Bank of Nigeria (CBN) – 2% per annum  

6.6   Interest during Project Implementation / Construction  
Interest charges during implementation / construction phase of the project shall be 
dependent on the status and transactional structure of the projects. They shall be 
categorized as follows:   

a) Capitalization of Interest - interest accruable for capitalization during the 
moratorium period, which shall be added to the total facility, subject to the 
70% limit on total cost of project.   

b) Pre-funding of Interest - interest payable during implementation and 
construction from a pre-funded Debt Service Account.  

  
7.0 Application Procedures   
7.1. Submission of Requests   
A PFI is to submit request to NEXIM on its behalf or on behalf of other parties in the 
case of syndication or other arrangements, in the prescribed format.  
In the case of syndication, NEXIM shall deal directly with the lead bank on all issues 
relating to such application.   
7.2 Documentation Requirement  
Each request for a facility is to be accompanied by the following documents:   

a) Written request from the project promoter to a PFI seeking funding under the 
ESF  

b) Completed Application Form  
c) Certified true copies of Documents on Business Incorporation   
d) Audited Statement of Accounts for the last three (3) years (where 

applicable)  
e) Most recent Management Account for existing Companies where the last 

audited account is not more than 3 months old   
f) Statement of Affairs for Start-ups (where applicable)  
g) Feasibility Study/Business Plan of the project  
h) Relevant Permits/Licenses/Approvals (where applicable)  
i) Verifiable Export Orders/Contracts or other Export Agreement &  

Arrangements/Commitments   
j) Environmental Impact Assessment (EIA) Report (where applicable)  
k) Any other document(s) that may be required by CBN and NEXIM  

7.3 Processing of ESF Request   
a) NEXIM shall process all applications received to confirm the completeness of 

the documentation and eligibility.   
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b) NEXIM shall appraise the applications and upon completeness of 
documentation provide its status report to the PFI within 20 working days of 
receipt.    

7.4 Approval Process   
All appraised applications by NEXIM shall be forwarded to the Central Bank of 
Nigeria for consideration and approval.   
7.5 Collateral Requirement   
PFIs shall submit Irrevocable Standing Payment Order (ISPO) in respect of all projects 
approved under the scheme.   
7.6 Participation Agreement    
A participation agreement shall be signed between NEXIM and each PFI  
 
8.0 Monitoring and Evaluation (M & E)  
Monitoring and Evaluation of projects funded under the facility shall include:  
a) On-site and Off-site verification and routine monitoring of projects under the 

facility by CBN, NEXIM and PFIs during the loan period  
b) Provision to all concerned parties with the report of monitoring exercise  
c) Periodic evaluation of the activities of all participating Financial Institutions and 

beneficiary projects to ensure adherence to the objectives of the facility   
 
9.0 Roles and Responsibilities of Stakeholders:   
The roles and responsibilities of stakeholders under the scheme shall be as follows:   
9.1 The Central Bank of Nigeria (CBN)   
 The CBN shall:   

a) Issue the operating guidelines for the Facility;  
b) Invest in the Debenture issued by NEXIM for the purpose of the scheme;  
c) Determine the lending limits and applicable rates; and  
d) Review the facility guidelines as may be deemed necessary from time to time  

9.2 Nigerian Export – Import Bank (NEXIM)   
The Nigerian Export – Import Bank shall;   

a) Act as the Managing Agent of the Facility and assess/review  projects to 
confirm eligibility and viability  

b) Provide appropriate institutional arrangement for the processing of 
applications, disbursement, utilization, monitoring and recovering the loans 
granted under the Facility  

c) Facilitate capacity building of stakeholders under the scheme.   
d) Render periodic returns on the performance of each loan availed under the 

Facility (in prescribed formats as may be specified by CBN); and   
e) Recommend amendments to operating guidelines (when necessary)  

9.3 The Participating Financial Institutions (PFIs)    
The PFIs shall:  

a) Present reviewed requests of applicants to NEXIM under the Facility based on 
normal business considerations and lending principles;  

b) Ensure timely disbursement of availed funds to approved projects at the 
specified rates  

c) Render periodic returns in prescribed formats as may be specified by the  
d) CBN and NEXIM from time to time;  
e) Monitor and report project implementation / operations during the loan period; 

and 
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f) Comply with the operating guidelines of the Facility   
g) Bear the credit risk on loans availed to beneficiaries under the ESF   

9.4 Borrower/Beneficiary    
The borrower/beneficiary shall;  

a) Utilize the funds for the purpose for which it was granted;  
b) Adhere strictly to the terms and conditions of the loan and comply with all 

relevant laws, regulations, etc., necessary to the continued operation of its 
business;    

c) Make the project sites (s) and its operational records available for inspection 
and verification by the officials of PFI, CBN and NEXIM;  

d) Provide periodic reports on the status of the project in prescribed format as well 
as periodic financial statements in line with extant company registration 
regulations  

e) Comply with the operating guidelines of the Facility; and  
f) Repay maturing loan obligations in line with approved repayment schedule  

 
10.0 Infractions and Sanctions  
10.1 Penalty for Defaults   

a) In the event of default in loan repayment of principal and/or interest by the 
borrower, the PFIs shall have the right to charge its prevailing interest rate on 
the amount in default.   

b) In the event of diversion of funds by the PFI, the amount diverted shall be 
recovered by NEXIM and the PFI shall be barred from further participation 
under the facility and access to official foreign exchange window.   

c) Failure of PFI to disburse funds within 3 working days of receipt to the borrower 
shall attract a penal charge of MPR + 300 basis points for the period that funds 
were not disbursed, and  

d) Non-rendition of returns or the rendition of false returns shall attract the penalty 
stipulated by BOFIA Act Section 60;  

 
11.0 Discontinuation of the Facility   
All undisbursed funds, repaid amounts or discontinued facility shall be reported and 
funds returned to CBN within 5 working days giving details of the facility and reasons 
for discontinuation.   
 
12.0 Amendments   
These Guidelines shall be subject to review from time to time as may be deemed 
necessary by the CBN. The Amendment would not have retroactive effect.   
 
All enquiries and returns should be addressed to:   
 
The Director   
 
 
Development Finance Department   
Central Bank of Nigeria   
Corporate Headquarters Central Business District Abuja, 
Nigeria.    
Tel.: +234-09-46238600  
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CENTRAL BANK OF NIGERIA  

   
REAL SECTOR SUPPORT FACILITY (RSSF)  

  
REVISED GUIDELINES   

 

1. Introduction   
The Central Bank of Nigeria, as part of efforts to stimulate output growth, enhance 
value addition and engender productivity in the economy established the Real 
Sector Support Facility (RSSF). The Facility will be channeled towards increasing 
credit to priority sectors of the economy with sufficient employment capabilities, 
high growth potentials, increase accretion to foreign reserves, expand the industrial 
base and consequently diversify the economy.  The RSSF will be used to support 
start-ups and expansion financing needs of enterprises.  
 

2. Objectives of the Facility  
The objectives of the Facility include:  

i. Improve access to finance by the agricultural value chain, manufacturing, 
mining, solid minerals activities and other strategic sub-sectors of the Nigerian 
economy.    

ii. Increase output, create jobs, diversify the economy, increase accretion to 
foreign reserves and provide inputs for the industrial sector on a sustainable 
basis.  

 
3. Activities to be covered under the Facility  
The activities to be covered under the Facility are new and expansion projects in 
the real sector.   
(a) Trading activities shall not be accommodated under this Facility.   
(b) Priority will be given to projects with high local content, import substitution, 

foreign exchange earnings and huge potentials for job creation.  
 

4. Type of Facilities  
i. Term loan    
ii. Working capital 

5. Loan Tenor 
i. Loans shall have a maximum tenor of 10 years depending on the complexity 

of the project.  Each project tenor shall be determined in relation to its cash 
flow and life of the underlying collateral.  

ii. Working capital facility of 1 year with a maximum roll over of 1 year subject to 
approval.   
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iii. The Facility allows for moratorium of 1 year in the loan repayment schedule.   
 

6. Modalities of the Facility  
i. Interest Rate - The Facility shall be administered at an all-in interest 

rate/charge of 9 per cent per annum payable on quarterly basis.  
ii. Draw down will be subject to banks contribution to the Special Intervention 

Reserve (SIR) with the CBN.    
iii. The CBN shall release the fund to DMBs at 1% interest rate.  

 
7. Repayment   
Repayments under this facility shall be amortized and quarterly principal 
repayments shall be remitted to the Special Intervention Reserve (SIR) Account 
domiciled in the CBN.  
 
8. Eligibility Criteria for Participation in the Facility  
8.1 Participating Financial Institutions (PFIs)  
Only contributing Deposit Money Banks will be eligible as PFIs under this Facility.  
8.2 Borrower  
A borrower shall be an entity registered in Nigeria under the Companies and Allied 
Matters Act of 1990 to be eligible to borrow from the Facility. 
  
9. Mechanism for the Facility  

i. Lending banks shall receive, process, approve and forward requests for the 
facility from their customers to the CBN.  

ii. Each request must be accompanied with the following documents:  
a. Business plan which should state expressly, the financing plan, economic 

benefits, environmental impact assessment report, etc.  
b. Audited Accounts (3 years) for existing company.  
c. Statement of Affairs for startups and companies with less than 3 years of 

existence.    
d. Copies of duly executed offer documents between the bank and the 

loan applicants.   
e. Certificate of Incorporation   
f. Brief on directors  
g. At least two (2) Credit Report of the company and directors  
h. Proposed schedule of fund disbursement.   

iii. Within 5 working days of the receipt of the banks’ requests, Central Bank of 
Nigeria shall inform the banks of the status of their request.   

iv. Upon disbursement of the Fund by CBN, the lending bank shall within 5 
working days disburse the approved limit according to the proposed 
disbursement schedule.  

 
10. Verification/Monitoring of Projects  

i. Projects under the Facility shall be subject to verification by the CBN. 
Acceptance or rejection of an application for the facility shall be 
communicated to the PFIs and the borrower within 5 working days after 
verification.  
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ii. Central Bank of Nigeria reserves the right to reject an application from any 
lending bank that does not meet the requirements of the Guidelines.  

iii. The Project shall be monitored and impact evaluation conducted by the CBN 
periodically.  

11. Management of the Facility   
The Development Finance Department of the Central Bank of Nigeria shall be 
responsible for the management of the Facility.  

12. Responsibilities of Stakeholders:  
For the effective implementation of the Facility, the responsibilities of the 
stakeholders shall include:  
12.1 Central Bank of Nigeria  
The Central Bank of Nigeria shall:  

i. Articulate clear Guidelines for the implementation of the Facility  
ii. Determine the limits.  
iii. Carry out verification and monitor projects financed.  
iv. Conduct impact evaluation.  
iv. Generate periodic reports on its performance.  
v. Sensitize stakeholders  
vi. Review the Guidelines as may be necessary from time to time  

12.2 Deposit Money Banks (DMBs) The DMBs shall:  
i. Appraise and approve requests under the Facility based on normal 

business consideration and due diligence.  
ii. Forward such approved requests to CBN for verification and final approval.  
iii. Consider the grant of credit ONLY to real sector projects at an interest rate 

of 9% per annum all inclusive.  
iv. Monitor the Projects during the loan period.  
v. Render periodic returns as may be specified by the CBN from time to time 
vi. Comply with the Guidelines of the Facility  

12.3 Borrower  
The borrower shall: 

i. Adhere strictly to the terms and conditions of the Facility.  
ii. Utilize the funds for the purpose for which it was granted.  
iii. Make the Project and records available for inspection/verification by the 

CBN.  
iv. Comply with the Guidelines.  

 
13. Discontinuation of a Credit Facility  
Whenever a loan is repaid or the Facility is otherwise discontinued, the lending bank 
shall return the fund to the SIR Account in the CBN within 3 working days, providing 
the details of the credit Facility.   

14. Infractions  
The following among others shall constitute infractions under the Guidelines:  

i. Loan diversion  
ii. Delay in disbursement to beneficiaries  
iii. Delay in remittance of quarterly repayments.  
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(a) For items (i) to (iii) above, penalty shall be Monetary Policy Rate (MPR) 
plus 2 per cent of the amount outstanding.  

(b) In cases of two (2) quarterly defaults by the beneficiary, the lending bank 
shall be liable to pay back the amount outstanding within two (2) weeks, 
failing which the CBN shall debit the lending bank.  

 
15. Amendments  
These Guidelines shall be subject to review from time to time as may be deemed 
necessary by the CBN.  

16. Enquiries and Returns  
All enquiries and returns should be addressed to:   

Director,  
Development Finance Department,  
Central Bank of Nigeria, Corporate 
Headquarters Central Business District, Abuja.  
Telephone No: 234-09-46238600  

Development Finance 
Department Central Bank 
of Nigeria, Abuja.  

January, 2016  
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CENTRAL BANK OF NIGERIA    

YOUTH ENTREPRENEURSHIP DEVELOPMENT PROGRAMME (YEDP)   

GUIDELINES   

Introduction  
The Central Bank of Nigeria, as part of its efforts to deepen credit delivery to address 
the challenges of unemployment, promote entrepreneurial spirits among Nigerian 
youths and enhance the spread of small and medium enterprises established the 
Youth Entrepreneurship Development Programme (YEDP). The programme is aimed 
at harnessing the latent entrepreneurial spirit of the teeming youths by providing 
timely and affordable finance to implement their business ideas. This will provide a 
sustainable mechanism to stimulate employment, contribute to non-oil Gross 
Domestic Product (GDP) and address the challenge of youth restiveness.  

Objectives of the Facility  
The objectives of the Programme are to:  

i. Harness the entrepreneurial skills and innovative capacities of youths;  

ii. Improve access to finance for youth entrepreneurs using a well-structured 
business model;    

iii. Stimulate flow of finance to startup enterprises; 

iv. Encourage job creation;   

v. Increase the contribution of the non-oil sector to the GDP; and  

vi. Promote diversification of the economy.  

 
Eligible Activities    
Activities to be covered are startup and expansion projects for young graduates 
and non-graduates in the following sub-sectors:  

i. Agricultural Value Chain (fish farming, poultry, snail farming, etc.).    
ii. Cottage Industry.  
iii. Mining and Solid minerals.   
iv. Creative Industry (Tourism, Arts and Crafts).  
v. Information and Communications Technology (ICT).  
vi. Any other activity that may be determined by the CBN from time to time.  
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Note: Trading activities are not permitted under this programme. Priority will, 
however, be given to entrepreneurial activities with high potentials for job 
creation.  
Type of Facilities  

i. Term loan   
ii. Working capital  

Note: This facility shall not be used for the refinancing of projects.   
Loan Tenor  

i. Loans shall have a maximum tenor of 36 months depending on the complexity 
of the project.  Tenor of each project shall be determined in relation to its cash 
flow.    

ii. Working capital facility of 12 months with a maximum roll over of 12 months 
subject to approval.   

iii. The programme allows for moratorium of 3 months in the loan repayment 
schedule and qualified projects for moratorium shall be determined on case 
by case basis.  

Modalities of the Programme  
i. Loan Amount shall be N3 million maximum for a single obligor and N10 million 

for group projects jointly owned by 3-5 qualified beneficiaries.   

ii. Interest Rate - lending banks shall access the fund at 2% from the CBN and on-
lend at a maximum rate of 9% per annum, all charges inclusive. 

iii. Funding shall come from the Micro Small and Medium Enterprises Development 
Fund (MSMEDF).  

iv. NYSC Discharge Certificate shall be the collateral from beneficiaries.   

v. Verified certificates of tertiary institutions shall be taken as additional collateral 
for graduate beneficiaries.   

vi. Artisans will use their School Leaving Certificate or Technical Certificate or 
approved Proficiency Certificate from National Board for Technical Education 
(NBTE).  

vii. Third party guarantors will also be provided as additional collateral.  

viii. Lending bank shall obtain at least one credit report on promoter(s) for all 
projects.   

ix. Cost of training for beneficiaries will be shared between the CBN and the 
lending bank in a ratio of 50:50 or any other agreed ratio.  

x. Risk sharing on startups will be at 50:50 between the CBN and the lending bank 
as an incentive to banks to support startups and youth entrepreneurs.  

xi. Disbursement shall be in tranches and attached to project/ equipment 
financing to minimize fund diversion by beneficiaries.  
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xii. All movable collaterals used to secure the loan shall be registered on the 
National Collateral Registry (NCR) by the lending bank.  

xiii. Within two weeks of repayment of loan, the lending bank shall discharge all 
registered movable collaterals on the National Collateral Registry and notify the 
customer accordingly.  

Repayment   
Repayments shall be amortized and monthly principal and interest repayments shall 
be remitted by the lending bank to the CBN.  

Eligibility Criteria for Participation in the Programme   

Intended Beneficiaries  
i. A 50:50 share between members of the National Youth Service Corps (NYSC) 

and Non-NYSC members (not more than 5 years post-NYSC).  
ii. iArtisans  

 
Borrower  
A borrower shall meet the following criteria to be eligible:  

i. Be between 18 and 34 years of age.  

ii. Be a NYSC member or non-NYSC member (but not more than 5 years post-
NYSC).  

iii. Possess a verifiable tertiary institution certificate.  

iv. Artisans shall possess School Leaving Certificate or Technical Certificate or 
approved Proficiency Certificate from NBTE (whichever is applicable).  

 
Mechanism for the Programme  

i. Programme is an equal opportunity intervention in all respects - geo-political 
zone, gender, (dis)ability, etc.  

ii. Applicants will be pre-qualified by the lending bank using an on-line portal.  

iii. Pre-qualified applicants will undergo training before they can access the 
facility. Training will be handled by the CBN Entrepreneurship Development 
Centers (EDCs).  

iv. Pre-qualified applicants will submit their business proposal(s) to the lending 
bank for appraisal.   

v. Successful applicants will submit their loan applications in prescribed format 
to the lending bank.  

vi. Lending banks shall receive, process, approve and forward requests for the 
facility from successful applicants to the CBN.  
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vii. The pre-qualification and appraisal process by the lending bank shall not 
exceed 15 days from the day of on-line submission of intent by prospective 
beneficiaries.  

viii. Each request must be accompanied with the following documents:  

(a) Business plan which should state expressly, the financing plan, 
economic benefits, etc.  

(b) Statement of Affairs for startups and companies with less than 3 years 
of existence (If applicable).    

(c) Copies of duly executed offer documents between the bank and the 
loan applicants.   

(d) Certificate of Incorporation or registration of Business Name.  

(e) Brief on directors/ partners.  

(f) At least one credit report of the promoter/ entrepreneur.  

(g) Proposed schedule of fund disbursement and repayment.   

(h) Evidence of third party guarantee acceptable to the lending bank.  

ix. Within 5 working days of the receipt of the banks’ requests, the CBN shall 
inform the banks of the status of their request.   

x. Upon disbursement of the Fund by CBN, the lending bank shall within 5 
working days disburse the approved limit according to the proposed 
disbursement schedule.  

Verification/ Monitoring of Projects  

i. The CBN reserves the right to reject an application from any lending bank that 
does not meet the requirements of the Guidelines.  

ii. Projects shall be monitored by the Monitoring Team comprising of the CBN, 
NYSC and the lending bank.   

Management of the Programme   

The Development Finance Department of the Central Bank of Nigeria shall be 
responsible for the management of the Programme.  

Responsibilities of Stakeholders  

For effective implementation of the programme, the responsibilities of the 
stakeholders shall include:  
Central Bank of Nigeria (CBN)  

The Central Bank of Nigeria shall:  

i. Articulate clear Guidelines for the implementation of the programme.  
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ii. Determine the limits in accordance with the provisions of the MSMEDF 
Guidelines.  

iii. Provide logistic support for the training of pre-qualified applicants in 
collaboration with other stakeholders.  

iv. Approve and disburse loan requests from lending banks in favour of successful 
beneficiaries.  

v. Carry out verification and monitoring of projects financed.  

vi. Conduct impact evaluation in conjunction with the Monitoring Team and 
other relevant stakeholders.  

vii. Generate periodic reports on its performance. viii. Sensitize stakeholders and 
the public on the activities of the Scheme. ix. Facilitate review meeting of 
Stakeholders.  

x.    Review the Guidelines as may be necessary from time to time.  

Participating Financial Institutions (PFIs)  

The PFIs shall:  

i. Develop a portal to facilitate on-line registration by prospective applicants for 
pre-qualification.  

ii. Facilitate a link between the portal and the website of the NYSC for 
authentication of the details of NYSC members.   

iii. Pre-qualify, appraise and screen business proposals of applicants as part of 
their due diligence.  

iv. Forward such approved requests to CBN for verification and approval.  

v. Carry out all relevant due diligence in the administration of the facility.  

vi. Obtain at least one credit report on promoter(s) for all projects.  

vii. Verify all certificates used as collateral for the facility. 

viii. Cost of training for pre-qualified applicants will be shared between the CBN 
and the lending bank at 50:50 or any other agreed ratio.  

ix. Grant credit ONLY to activities covered under these Guidelines at a maximum 
interest rate of 9% per annum all charges inclusive.  

x. Register all movable assets accepted or financed as collaterals for the loan 
with the National Collateral Registry (NCR).  

xi. Monitor the projects during the loan period.  

xii. Render periodic returns as may be specified by the CBN from time to time. 
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xiii. Shall within 2 weeks of repayment, discharge all movable collaterals used to 
securitize the loan on the National Collateral Registry and notify the customer 
accordingly.  

xiv. Comply with the Guidelines of the Programme.  

National Youth Service Corps (NYSC)  
The NYSC shall:  

i. Authenticate the details of corps members using its on-line link with the 
lending bank.  

ii. Provide lien on the discharge certificates of corps members who will benefit 
from the programme.  

iii. Provide logistic support, that is, venue and accommodation for the training 
of applicants.  

Borrower  

The borrower shall: 

i. Register for pre-qualification with the lending bank using the on-line portal 
for the Programme  

ii. Submit business proposal and other documentation requirements. 

iii. Adhere strictly to the terms and conditions of the Facility.  

iv. Utilize the funds for the purpose for which it was granted.  

v. Make the project and records available for inspection/ verification and 
monitoring by the CBN and Monitoring Team.  

vi. Comply with the Guidelines.  

vii. Cover their transportation cost for the training programme.  

Discontinuation of a Credit Facility  

i. Whenever a loan is repaid or the facility is otherwise discontinued, the 
lending bank shall return the fund to the CBN.  

ii. The lending bank shall discharge the movable collaterals from the   National 
Collateral Registry.  

Infractions  

The following, among others, shall constitute infractions of these Guidelines:  

iii. Delay in disbursement to beneficiaries 
iv. Delay in remittance of monthly repayments.  
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Note:   

(a) For items (i) and (ii) above, penalty shall be Monetary Policy Rate (MPR) plus 
2 per cent of the amount outstanding.  

(b) In cases of three (3) monthly defaults by the beneficiary, the lending bank 
shall be liable to pay back 50% of the amount outstanding within two (2) 
weeks, failing which the CBN shall debit the lending bank.  

(c) Wherever a case of negligence is established against the lending bank, the 
CBN shall be at liberty to debit the bank with the remaining 50% of the 
outstanding amount.  

(d) Recoveries shall be shared in the ratio 50:50 by the CBN and the lending bank.   

Amendments  

These Guidelines shall be subject to review from time to time as may be deemed 
necessary by the CBN.  

Enquiries and Returns  

All enquiries and returns should be addressed to:  

Director,  

Development Finance Department,  

Central Bank of Nigeria,   

Corporate Headquarters, Central Business District, 

Abuja.  

Telephone No: 234-09-46238600  
  
Development Finance Department 
Central Bank of Nigeria, Abuja.  
  
February 29, 2016 
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CHAPTER ONE 

1.0 ESTABLISHMENT OF THE FUND  

As part of its developmental role and mandate of promoting a sound financial 
system, the Central Bank of Nigeria (CBN) launched the Micro, Small and Medium 
Enterprises Development Fund (MSMEDF) on August 15, 2013. This was in 
recognition of the significant contributions of the Micro, Small and Medium 
Enterprises (MSME) sub-sector to the economy.  

The sub-sector is characterized by huge financing gap which hinders the 
development of MSMEs. Section 6.10 of the Revised Microfinance Policy, 
Regulatory and Supervisory Framework for Nigeria, stipulates that ‘a Microfinance 
Development Fund shall be set up, primarily to provide for the wholesale funding 
requirements of MFBs/MFIs’. To fulfil the provisions of Section 4.2 (iv) of the Policy, 
which stipulates that women’s access to financial services to increase by at least 
15 per cent annually to eliminate gender disparity, 60 per cent of the Fund has 
been earmarked for providing financial services to women.  

This informed the decision of the Central Bank of Nigeria to establish the Micro, 
Small and Medium Enterprises Development Fund (MSMEDF). The Fund prescribes 
50:50 ratio for on-lending to micro enterprises and SMEs respectively by 
Participating Financial Institutions (PFIs).  

In addition, 2% of the wholesale component of the Fund shall go to economically 
active persons living with disabilities (PLWD) and 10% provided for start-up 
businesses.  

1.1 Seed Capital  
The Fund shall have a take-off seed capital of N220billion.  

1.2 Objective  
The broad objective of the Fund is to channel low interest funds to the MSME sub-
sector of the Nigerian economy through Participating Financial Institutions (PFIs) 
to: 

• Enhance access by MSMEs to financial services;  

• Increase productivity and output of microenterprises;  

• Create jobs; and  

• Engender inclusive growth.  

1.3 Components of the Fund  
The Fund shall have Commercial and Developmental components.  

1.4 Commercial Component  
The Commercial Component shall constitute 90 per cent of the Fund which shall 
be disbursed in the form of Wholesale Funding to PFIs in the following ratio:  

• 60% of the Fund: Women  

• 40% of the Fund: Others  
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Objectives of Wholesale Funding are to:  
a) Provide facilities to eligible PFIs for on-lending to MSMEs;  

b) Improve the capacity of the PFIs to meet credit needs of MSMEs; and  

c) Reduce the cost of funds to the PFIs and ensure that this translates to 
reduction in cost of lending.  

1.5 Developmental Component  
The Developmental Component makes up the remaining 10 per cent of the 
Fund. It shall be earmarked for developmental programmes in form of Grants.  

1.5.1 Grant  
The 10% Grant shall be utilized for the general development of the MSME sub-
sector in the following areas:  

a)  Capacity building  

b) Development of appropriate regulatory regime for MSMEs lending  

c) Financial literacy and entrepreneurship development  

d)  Mobilization, training and linkage of MSMEs to financial services  

e) Research and Development of MSMEs-friendly financial innovations and 
products  

f)  Business Development and Advisory Services  

g)  Building of financial infrastructure to support the growth of MSMEs  

It shall also serve as incentive targeted at PFIs that demonstrate good 
performance under the Fund. The grant will position such institutions with 
improved capacity to expand their outreach.  

In order to qualify for the grant, PFIs shall be considered based on their outreach, 
loan repayment and percentage of women enterprises financed. In applying for 
the grant, a PFI shall submit clearly defined project(s) including sources of funding. 
A PFI shall be allowed to access the grant window up to a maximum of 25% of 
the project cost and at the discretion of the CBN once in three years.  

Other uses of the Grant sub-component include supporting internship 
programme, secondment, mentoring and registration with Mix Market, rating 
agencies, credit bureau and movable asset registry.  

The Fund shall review all proposals taking into account the capacity, organization 
and the proposed programs of all applicants before they are considered for the 
Grant. Priority shall be accorded to PFIs based in the rural areas to promote 
financial inclusion.  

In addition, special consideration shall be given to PFIs that have signed 
Memorandum of Understanding (MoU) with the Central Bank of Nigeria’s 
Entrepreneurship Development Centers (EDCs) to provide access to credit to their 
graduate trainees.  
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1.5.2 Selection Criteria  
a) PFIs shall submit request to the Fund in a format prescribed by the CBN.  

b) Applications shall be processed on receipt of complete documentation.  

c) The CBN shall communicate the terms and conditions for the approved Grant 
within one month of submission.  

1.6 Management and Administration of the Fund  
The Fund shall have a Steering Committee chaired by the Governor, Central Bank 
of Nigeria. Other members shall include:  

1. Deputy Governor, Financial Systems Stability, CBN and Representatives of:  

2. Federal Ministry of Finance Incorporated (MoFI)  

3. Federal Ministry of Agriculture and Rural Development (FMA&RD)  

4. Nigeria Deposit Insurance Corporation (NDIC)  

5. National Association of Microfinance Banks (NAMB)  

6. Association of Non-Bank Microfinance Institutions of Nigeria (ANMFIN)  

7. Small and Medium Enterprises Development Agency of Nigeria (SMEDAN)  

8. Banker’s Committee  

9. Ministry of Women Affairs and Social Development (MWA&SD)  

10. Director, Development Finance Department of CBN  

11. Head, MSME Development Fund Office, Development Finance Department, 
CBN (Secretary)  

The CBN shall continue to manage the Fund until a Managing Agent is 
appointed.  

1.7 Eligible Enterprises  
In line with the provisions of the Revised Microfinance Policy, Regulatory and 
Supervisory Framework for Nigeria, enterprises to be funded under the Scheme 
shall include:  

a) Micro Enterprises  

b) Small and Medium Enterprises (SMEs)  

The following are eligible activities under the Fund: 

Microenterprises  
• Agricultural value chain  

• Cottage Industries  

• Artisans  

• Services  

• Renewable energy/energy efficient product and technologies  

• Trade and general commerce  
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• Other economic activities as may be prescribed by the CBN  

Note:  
• Only 10% of the Commercial component of the Fund shall be channeled to 

trade and general commerce.  

• Nigerian Agricultural Insurance Corporation (NAIC) Insurance is compulsory 
for primary agricultural production  

Small & Medium Enterprises (SMEs)  
• Manufacturing  

• Agricultural value chain activities  

• Services  

• Renewable energy, energy efficient product and Technologies  

• Other economic activities as may be prescribed by the CBN  

Note: Refinancing under this programme is strictly prohibited.  

1.8 Special Economic Programmes  
Special schemes or programmes on economic empowerment and grassroots 
development shall be eligible to access the Fund through PFIs 

 
CHAPTER TWO 

2.0 ELIGIBILITY AND TERMS FOR PARTICIPATION  
The PFIs that can participate under the fund shall include all Microfinance Banks, 
Non-Governmental Organizations-Microfinance Institutions (NGO-MFIs), Financial 
Cooperatives Finance Companies, Development Finance Institutions and Deposit 
Money Banks. The Bank of Industry (BoI) and Deposit Money Banks (DMBs) shall 
participate only under the SMEs window.  

2.1 Microfinance Banks & Finance Companies  
For a microfinance bank or finance company to be eligible for wholesale funding, 
it shall submit the following documents with its application:  

a) Latest CBN or NDIC Examination Report  

b) Current Audited or Management Accounts  

c) Certificate of Incorporation or Registration  

d) Board Resolution or Trustee consent to access the Fund  

e) Membership of Apex Association  

f) Any other requirement stipulated by the CBN.  

2.2 Microfinance Institutions (NGO-MFIs and Financial Cooperatives)  
a) Registration with Corporate Affairs Commission (CAC) or Relevant 

Ministries, Departments and Agencies (MDAs) of States/FCT. 

b) Board Resolution or Trustee consent to access the Fund  
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c) Corporate, Trustee and Management profile  

d) Financial asset of the institution or the third party guarantor  

e) Twelve (12) months Statement of Account  

f) Current Audited Account or Management Account  

g) Membership of the Apex Association  

h) Any other requirement as stipulated by the CBN from time to time.  

2.3 Other Requirements for Borrowing by PFIs (Excluding DMBs & DFIs)  
All applications shall be accompanied with the following documents:  

a) Completed Application Form  

b) List of prospective borrowers (showing the loan amount, purpose of the 
loan, contact addresses, telephone numbers and gender)  

c) Evidence of submission of names of borrowers to licensed Credit Bureaux 
for credit check  

d) Letter authorizing CBN to debit PFIs account with correspondent bank for 
the recovery of principal and interest in case of default.  

2.4 Deposit Money Banks (DMBs)/Development Finance Institutions (DFIs)  
A DMB/DFI to be eligible to access the Fund shall satisfy the following conditions:  

a) Sign MOU with the CBN.  

b) Report of due diligence on the project  

c) Undertake to bear all the credit risks of the loans they shall be granting.  

2.5 Obligor Limit per Cycle  
The maximum loan amount to Microfinance Banks and Finance Companies per 
cycle for lending shall be as indicated in the table below or 50% of its 
Shareholder’s Fund unimpaired by losses whichever is higher. 

a) PFIs  

S/No. Financial Institution Facility Limit 
1 Unit Microfinance Bank N10 million 
2 State Microfinance Bank N50 million 
3 National Microfinance Bank N500 million 
4 NGO-MFIs N10 million 
5 Financial Cooperatives N10 million 
6 Finance Companies N10 million 

NGO-MFIs/Financial Cooperatives with proven track record of performance (i.e. 
good loan recovery rates) shall be eligible to a limit of 50% of their capital as 
indicated in their latest audited accounts and financial statements.  
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b) Borrowers  

The structure and limits of loans to beneficiaries of PFIs are as shown in the table 
below: 

 
S/No. 

 
Enterprise 

  
Maximum Loan 

Limit (N) 
 

1 
 
Micro 

 
50 

 
500,000 

 
2 

 
SMEs (Financed by MFBs and FCs) 

 
50 

 
5,000,000 

 
3 

 
SMEs (Financed by DMBs and DFIs) 

 
50,000,000 

2.6 Loan Tenor  

The facility shall have a maximum tenor of one (1) year for micro enterprises. Loan 
tenor for SMEs shall be from one (1) to five (5) years with the option of moratorium 
as may be deemed necessary. PFIs shall access the fund upon full repayment of the 
outstanding. 

2.7 Loan Repayment  

Principal and Interest repayment for micro and SME loans shall be annually.  

2.8 Interest Rates  

All PFIs shall access funds at an interest rate of 2% per annum and on-lend at 9% per 
annum inclusive of all charges.  

The interest rate chargeable under the MSMEDF may be reviewed by the Central 
Bank of Nigeria from time to time.  

2.9 (a) Acceptable Collateral from PFIs (excluding DMBs and DFIs)  

Collateral requirement under the Fund shall be a minimum of 30% of the loan 
amount requested.  

Any of the following collateral shall be accepted as security for loans to PFIs:  

(i) Financial Assets including Treasury Bills, Placements, Bonds, etc.  

(ii) Third Party Guarantee backed by financial assets. 

However, collateral shall be waived for Microfinance Banks with PAR of 10% and 
below as indicated in their latest CBN/NDIC Examination Report.  

2.9(b) Collateral Requirement for DMBs  

Signed MoU with CBN and undertake to bear all credit risks for projects presented.  
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2.10 Start-ups  

PFIs are required to fund start-up projects under the MSMEDF. To encourage DMBs 
and DFIs, some incentives shall apply (see Section 3.0). 

PFIs are expected to accept charge on fixed and floating assets of the financed 
projects as collateral for start-ups.  

Collateral requirement from start-ups by PFIs (DMBs and DFIs) shall be educational 
certificates such as SSCE, National Diploma (ND), National Certificate of Education 
(NCE), National Business and Technical Examination Board (NABTEB), Higher 
National Diploma (HND), University degree (NYSC Certificate where applicable) 
and a guarantor. The start-ups to access the MSMEDF must present their Bank 
Verification Number (BVN) 

Venture Capital Firms (VCFs) that wish to finance start-ups in form of equity 
participation shall be eligible to access the MSMEDF at 2% for investment in start-up 
projects. The collateral for such facility to the VCF shall be bank guarantee.  

2.11 Monitoring and Evaluation (M&E)  

A Monitoring & Evaluation (M&E) framework has been put in place to track the 
MSMEDF operations. The M&E framework includes the following:  

a) On-site verification and routine monitoring of projects under the Fund by 
the CBN and PFIs during the loan period;  

b) Off-site ICT-based reporting system to provide up-to-date information on 
the Fund’s activities;  

c) Make available reports of the monitoring exercise to the concerned PFIs;  

d) Leverage on the capacities and information in monitoring and evaluation 
of relevant Apex Associations; and  

e) Periodic evaluation of the activities of all PFIs to ensure achievement of the 
objectives of the Fund.  

2.12 Discontinuation of the Facility  

All undisbursed funds, repaid funds or discontinued facilities shall be reported and 
repatriated to the CBN within 5 working days. 

 

 

 

 

 



174 
 

CHAPTER THREE 

3.0 INCENTIVES  

Incentive shall be offered to PFIs that repay loans as at when due.  

a) Start-Ups  

(i) DMBs/DFIs playing in this space, shall access MSMEDF facility at 2% 
interest for on-lending at 9% (all-inclusive) to start-ups.  

(ii) The PFIs shall qualify for a 50% risk sharing on the net outstanding 
balance in the case of default.  

b) Other Incentives  

Microfinance Banks with PAR of 10% and below shall be exempted from 
providing financial assets as collateral to access facility under the 
MSMEDF.  

 

3.1 INFRACTIONS AND SANCTIONS  

3.1.1  Sanctions for DMBs/DFIs  

The following sanctions shall apply to DMBs/DFIs that contravene the Guidelines 
under the Fund.  

a) Established cases of collusion with other PFIs to either divert monies into private 
accounts or unduly with-hold any part or outright conversion of the purpose of the 
released funds by DMBs under the MSMEDF shall attract a penalty at MPR+300 basis 
points at the time of infraction. The CBN shall recover the diverted fund by debiting 
the DMBs’/DFIs’ account. In addition, such DMBs/DFIs shall be barred from further 
participation under the Fund.  

b) Non-rendition of returns for three consecutive quarters or rendition of false returns, 
shall attract the penalty stipulated by BOFIA Section 60.  

c) Charging of upfront interest rates under the Fund is not allowed.  

d) Charging of interest rates higher than prescribed shall attract the penalty 
stipulated by BOFIA section 60.  

e) Any DMB/DFI that fails to disburse the fund within 10 working days of receipt to 
the borrower shall be charged a penalty interest rate of MPR+300 basis points for 
the period the fund was not disbursed.  

f) Any other breach of the Guidelines as may be specified from time to time.  
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g) Notwithstanding the agreement between the DMB/DFI and the project 
promoter, the CBN has the right to reject an application from any PFI that did not 
conform to requirements of the Guidelines.  

3.1.2 Sanctions for Other PFIs 

S/NO INFRACTIONS SANCTIONS 

1 
Diversion of funds to 
unauthorized activities  

• Amount diverted shall be 
recovered by the CBN  

• Penal charge of the MPR+300 
basis points on the amount 
diverted  

• Outright ban from participating 
under the Fund 

2 Non rendition of returns  

• Fine of 2.5% of the loan amount  
• Issuance of warning letter to the 

Management of the PFI  
• Failure to render returns for three 

consecutive months shall lead to 
recall of the outstanding loan 
amount and 1 year suspension 
from the Fund 

3 False returns  

• False returns shall attract a recall 
of the loan and two (2) years 
suspension from the Fund. 

4 

Non-compliance with 60% 
exposure of the loan amount 
to women entrepreneurs 

• Issuance of warning letter to 
Management  

• Suspension of lending to other 
clients until the recommended 
ratio is complied with  

• Exclusion from the incentives 
under the Fund. 

5 

Charging of upfront 
fees/interests or interest rates 
higher than the prescribed 

• Reversal of excess interest 
charged  

• Penal charge of the MPR+200 
basis on the over charge  

• Issuance of warning letter to 
Management 

6 

Failure to disburse approved 
funds within 10 working days 
to the borrowers 

• Penal charge of MPR + 300 basis 
points for DMBs/DFIs and 
maximum lending rate for other 
PFIs for the period the fund were 
not disbursed 

7

Failure of Venture Capital 
Firm (VCF) to inject equity in 
the enterprise

• The fund shall be called up and 
the VCF will be blacklisted.
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CHAPTER FOUR 

4.0 ROLES AND RESPONSIBILITIES OF STAKEHOLDERS  

4.1 Central Bank of Nigeria  

a) Provide the Seed Fund  

b) Act as Managing Agent (pending the appointment of one).  

c) Chair the Steering Committee  

d) Issue the MSMEDF Guidelines  

e) Set the borrowing limits and collateral requirements under the Fund  

f) Specify the rate at which PFIs on-lend under the Fund  

g) Provide regulatory and supervisory oversight  

h) Determine sanctions under the Fund  

i) Sanction PFIs in case of infractions  

j) Review the Guidelines of the Fund as may be necessary  

k) Monitor, Evaluate and Conduct impact assessment of the programme  

l) Invoke ISPO/ Bank Guarantee in case of default.  

4.2 The Managing Agent (MA)  

a) Appraise applications from PFIs  

b) Release funds to qualified PFIs  

c) Verify/monitor projects  

d) Receive periodic returns from PFIs  

e) Ensure compliance with the Funds’ Guideline and publish periodic report 
on its performance  

f) Make periodic report to relevant stakeholders  

g) Retrieve funds from PFIs at the expiration of the loan tenor or infractions on 
the Guidelines.  

h) Build capacity of stakeholders  
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4.3 Deposit Money Banks (DMBs) and Development Finance Institutions (DFIs) 

a) Serve as PFIs for State Governments to channel funds to SME borrowers 
under the MSMEDF.  

b) Act as correspondent banks to other PFIs  

c) Participate under the SME window (DMBs, BOA & BOI only)  

d) Access the fund for on-lending to eligible SMEs  

e) Bear the credit risk of loans accessed for on-lending under the Fund  

f) Ensure due diligence is followed in the administration of credit facilities  

g) Monitor and ensure proper utilization of the funds  

h) Lend under the Fund at the specified rate  

i) Submit to the CBN, Letter of offer by the bank and full details of the 
projects to be financed, disbursement schedule, repayment schedule, the 
Credit Risk Management System (CRMS) report of the borrower  

j) Render monthly returns under the Scheme to the Managing Agent and 
CBN in the prescribed reporting format.  

4.4 Non-DMB /DFI Participating Financial Institutions (PFIs)  

a) Grant credit facilities to MSMEs  

b) Approve loan requests based on normal business consideration.  

c) Open dedicated account with their correspondent banks for this window 
and forward details of the account to the CBN  

d) Issue a letter authorizing the CBN to debit its account with the 
correspondent bank for recovery of outstanding principal and interest  

e) Disburse released funds to eligible borrowers within ten (10) working days  

f) Ensure that 60 per cent of the accessed fund is disbursed to women 
entrepreneurs.  

g) Put in place appropriate institutional arrangements for loan disbursement, 
monitoring and recovery.  

h) Obtain credit information on borrowers from the Credit Bureaux  

i) Report all disbursed loans to at least two (2) Credit Bureaux  

j) Render periodic returns on of all loans granted under the Fund 

k) Any other responsibility that may be required by the CBN  
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4.5 Federal Government (FG)  

a) Contribute to the Fund  

b) Support the Fund to achieve its objectives  

c) Serve on the Steering Committee  

4.6 Development Partners  

a) Contribute to the Fund  

b) Provide technical assistance for the Fund’s activities  

c) Promote and support the development of the MSME sub-sector  

4.7 Apex Associations  

a) Register their members  

b) Provide information on their members to the Managing Agent/CBN 
periodically or as may be required.  

4.8 Borrower  

a) Utilize the funds for the purpose for which it was granted.  

b) Adhere strictly to the terms and conditions of the Fund.  

c) Make the project and records available for inspection by the CBN and 
PFIs.  

d) Repay the loan as when due.  

 

CHAPTER FIVE 

STATE GOVERNMENTS’ AND FEDERAL CAPITAL TERRITORY (FCT) PARTICIPATION 
UNDER THE FUND  

5.0 Background  

In recognition of State Governments/Federal Capital Territory (FCT) strategic role in 
grassroots economic development, the Fund considers them as a major partner in 
the development of the MSME sub-sector. They are allowed to participate through 
the nominated PFIs approved by the CBN in their respective jurisdictions.  

5.1 Requirements  

To participate in the Fund, a State Government/FCT shall satisfy the following 
conditions:  
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a) Provide Resolution of the State House of Assembly authorizing the State to 
access the Fund. 

b) Establish a Micro Credit/MSME Special Purpose Vehicle (SPV) which shall 
coordinate the applications and activities of the PFIs under the Fund and 
also monitor disbursement and recovery of all loans.  

c) Provide a Bank Guarantee/Irrevocable Standing Payment Order (ISPO) 
equivalent to the amount requested including interest charges.  

d) Sign a Memorandum of Understanding (MoU) with the CBN.  

e) Make repayment to the CBN as and when due.  

f) Submit to the CBN, the States’ empowerment programme for the 
utilization of the fund to be accessed.  

5.2 Capacity Building  

The State Government/FCT shall build capacity of borrowers through State-owned 
Skills Acquisition/Vocational Centres, CBN Entrepreneurship Development Centres 
(EDCs) or any such relevant agencies while the CBN shall do same for the PFIs. 

5.3 Utilization of Fund  

a) Limit per State/FCT  

A State Government / FCT shall access a maximum of N2.0 billion.  

b) Tenor  

The facility shall have a maximum tenor of one (1) year for micro enterprises 
and up to five (5) years for SMEs.  

c) Interest Rate  

The interest rate shall be at 2% per annum to the nominated PFIs for on-
lending to borrowers at a maximum of 9% per annum, inclusive of all 
charges.  

5.4 Participating Financial Institutions (PFIs)  

The State Government/FCT shall participate in the Fund through any of these PFIs 
(government or privately owned) across the State:  

a) Microfinance Banks (MFBs)  

b) Non-Governmental Organization – Microfinance Institutions (NGO-MFIs)  

c) Accredited Financial Cooperatives  

d) Finance Companies  
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e) Deposit Money Banks (DMBs)  

5.5 State-Special Purpose Vehicle (S-SPV)  

An entity established or nominated by a State Government for the sole purpose of 
coordinating the activities of the PFIs that shall access funds under the MSMEDF. A 
PFI is therefore not eligible to function as an S-SPV under the Fund. 

5.6 Mode of Application  

a) The borrowers shall apply to the nominated PFIs for a facility.  

b) The PFIs shall appraise the applications for economic and financial 
viability.  

c) The PFIs shall forward their applications through the State SPV to the CBN 
in the prescribed format.  

d) CBN shall undertake a pre-disbursement assessment of loan request 
presented to it by the SPVs on behalf of the nominated PFIs.  

e) CBN shall approve and disburse funds directly to the PFIs’ correspondent 
bank accounts.  

5.7 Roles and Responsibilities of Stakeholders  

5.7.1 Central Bank of Nigeria  

a) Articulate clear guidelines for the implementation of the Fund.  

b) Provide funds for the programme.  

c) Open a Repayment/Sinking Fund Account for the ISPO proceeds and the 
interest charges from the State Governments/FCT  

d) Build capacity of PFIs  

e) Release approved fund to the PFIs through their correspondent banks 
and advise them accordingly.  

f) Notify the State Government/FCT through the State-SPV of all 
disbursements made to the PFIs  

g) Monitor the implementation of the Fund and prepare periodic reports  

h) Receive returns from PFIs as may be specified  

i) Ensure compliance of all parties to the Guidelines.  
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5.7.2 State Government/FCT  

a) Provide the Resolution of State House of Assembly. In the case of FCT, the 
Executive Council Resolution shall be required.  

b) Establish a Micro Credit/MSME Special Purpose Vehicle (SPV) for the 
purpose of coordinating applications by PFIs for the Fund. The PFIs shall be 
responsible for the administration (disbursement and recovery) of the Fund.  

c) Provide a bank guarantee or Irrevocable Standing Payment Order (ISPO) 
signed by the State Governor, Commissioner for Finance and State 
Accountant General, for the loan amount plus interest charges and comply 
with terms and conditions of the MoU. In the case of FCT, the Honourable 
Minister and Director of Finance of FCT shall sign.  

d) Access the Fund on behalf of their nominated PFIs  

e) Submit acceptable empowerment programme for the utilization of the 
fund.  

f) Build capacity of borrowers through State-owned Skills Acquisition/ 
Vocational Centres, CBN Entrepreneurship Development Centres (EDCs) or 
any such relevant agencies.  

g) Establish a State Technical Committee which shall include relevant MDAs 
and the Development Finance Officers (DFOs) of the CBN Branch as 
members.  

5.7.3 State Special Purpose Vehicle (S-SPV)  

a) Collate applications by approved PFIs and forward to the CBN  

b) Carry out quarterly monitoring of the PFIs under the Fund  

c) Render quarterly report on performance of the loans to the State 
Government and CBN.  

d) Build capacity of MSMEs  

5.7.4 Participating Financial Institution (PFIs)  

a) On-lend funds to MSMEs  

b) Disburse funds to borrowers within ten (10) working days of receipt.  

c) Monitor funds utilization by borrowers  

d) Ensure repayment by borrowers  

e) Open dedicated account with their correspondent banks and forward 
details to the CBN 
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f) Repay principal and the interest on the approved facility to the CBN as 
and when due 

g) Render periodic returns to CBN and State SPV 

h) Not be eligible to function as SPVs for State Governments under the Fund. 

5.7.5 Deposit Money Banks (DMBs) 

a) Open a dedicated account for the nominated PFIs by the State. 

b) Release funds to the PFIs within 48 hours of receipt. 

c) Remit repayments by PFIs to CBN within 5 working days. 

5.7.6 Borrowers 

a) Utilize the funds for the purpose for which it is granted and repay same as 
when due 

b) Make the project records available for verification and inspection by the 
PFIs and CBN; 

c) Adhere strictly to the terms and conditions of borrowing 

d) Satisfy all the requirements specified by the PFI and 

e) Insure all primary agricultural production activities with NAIC 

5.8 Monitoring & Evaluation (M & E) Framework 

a) The projects shall be subject to on-site verification and monitoring by the 
CBN in conjunction with the PFIs/SPVs during the loan period. 

b) There shall be off-site monitoring through quarterly reports submitted by 
the PFIs to State SPVs and the CBN. 

c) Reports of the monitoring exercise by the Managing Agent/CBN shall be 
made available to the PFIs and State Governments. 

d) The State SPVs and CBN can leverage the services of the Apex 
Associations in the monitoring and evaluation exercises. 

e) CBN shall periodically evaluate the activities of the State SPVs and PFIs to 
ensure compliance with the Fund Guidelines. 

5.9 Infractions 

PFIs and State Governments/FCT may be suspended or black listed from 
participating under the Fund for any infractions etc. 
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6.0 Amendments 

The provisions of this Guideline may be reviewed from time to time as 
deemed necessary. 

All Enquiries and Returns should be addressed to: 

The Director,  
Development Finance Department,  
Central Bank of Nigeria,  
Corporate Headquarters  
Central Business District,  
Abuja, Nigeria  

Fax: 09-46238655  

www.cbn.gov.ng

http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
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CENTRAL BANK OF NIGERIA    

N300 BILLION REAL SECTOR SUPPORT FACILITY (RSSF)  

GUIDELINES   

Introduction   

The Central Bank of Nigeria, as part of the efforts to unlock the potential of the real 

sector to engender output growth, value added productivity and job creation has 

established a N300 billion Real Sector Support Facility (RSSF). The Facility will be used 

to support large enterprises for startups and expansion financing needs of N500 

million up to a maximum of N10.0 billion. The real sector activities targeted by the 

Facility are manufacturing, agricultural value chain and selected service sub-

sectors. These Guidelines relate to the operational modalities of the RSSF.    

 Objectives of the Facility  

The objectives of the Facility are to:  

i. Improve access to finance by Nigerian SMEs to fast-track the development of 

the manufacturing, agricultural value chain and services sub-sectors of the 

Nigerian economy.    

ii. Increase output, generate employment, diversify the revenue base, increase 

foreign exchange earnings and provide inputs for the industrial sector on a 

sustainable basis.  

Management of the Facility   

The Development Finance Department of the Central Bank of Nigeria shall be 

responsible for the day-to-day administration of the Facility.   

Activities to be Covered under the Facility   

The activities to be covered under the Facility are new, startups and or expansion 

projects in the following sub-sectors:   

i. Manufacturing: Any entity is adjudged to be a “Manufacturer” if it:   
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a. Is involved in the production and processing of tangible goods   

b. Fabricates, deploys plants, machinery or equipment to deliver goods or 

provide infrastructure to facilitate economic activity in the real sector; 

and such entity must not be involved in the financial services industry   

 The manufacturers include Small and Medium Scale Enterprise (SMEs) defined as 

an entities with an asset base (excluding land) of between N5million and N500 

million and with labour force of above 11.  

i Agricultural Value Chain   

ii Services (hospitals, schools and hotels)   

Trading activities shall not be accommodated under This Facility.   

Types of Facilities  

i. Long term loan for acquisition of plant and machinery  

ii. Working capital  

Eligibility Criteria for Participation in the Facility   

Participating Financial Institutions (PFIs)   

All Deposit Money Banks (DMBs) and Development Finance Institutions (DFIs).  

Borrower   

A borrower shall meet the following criteria to be eligible:   

a. Any entity falling within the definition of an SME and/or manufacturer  

b. An entity wholly-owned and managed Nigerian private limited company 

registered under the Companies and Allied Matters Act of 1990.  

c. A legal business operated as a sole proprietorship  

d. May be a member of the relevant Organised Private Sector Associations 

such as MAN, NASME, NACCIMA, NASSI e.t.c.   

Modalities of the Facility  

i. Loan Amount - Loan amount is minimum of N500.0 million up to a maximum 

of N10.0 billion for a single obligor. Any amount above N10 billion requires the 

special approval of Management.   

ii. Interest Rate - The Facility shall be administered at an all-in Interest 

rate/charge of 9 per cent per annum payable on quarterly basis.  Specifically, 



187 
 

the Central Bank of Nigeria shall disburse the Facility to Deposit Money Banks 

(DMBs) at 3 per cent interest rate and the DMBs shall have a 6 per cent 

spread.   

iii. Repayment – Repayments under this facility shall be amortized.  

Loan Tenor  

i. Loans shall have a maximum tenor of 15 years depending on the complexity 

of the project and shall terminate on 31st December, 2030. Each project tenor 

shall be determined in relation to its cash flow and life of the underlying 

collateral.  

ii. Working capital facility of 1 year with provision of roll over for a maximum of 3 

years.   

iii. The Facility allows for moratorium of 1 year in the loan repayment schedule.   

Mechanism for the Facility   

i. Participating Financial Institutions (DMBs, DFIs) shall receive, process, approve 

and forward requests for the facility from their customers (I5 days).   

ii. Each request must be accompanied by the following documents:   

a. Project business plans which should state expressly, the:   

• Estimated project costs,  

• Financing plan,  

• Economic benefits (jobs, capacity, trade volume, foreign exchange 

where applicable, etc),  

• Environmental impact,   

b. Audited Accounts (3 years) and Statement of Affairs for a startup yet to 

commence operations.   

c. Copies of duly executed offer documents between the bank and the 

loan applicants    

d. Certificate of Incorporation evidencing the incorporation of the 

Company with the Corporate Affairs Commission   

e. Brief on directors.   

iii. Within 7days of the receipt of the banks’ requests, Central Bank of Nigeria shall 

inform the banks of the status of their application.  
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iv. Upon approval, a loan agreement shall be executed by on-lending CBN and 

each bank for each individual loan.  

v. Prior to the disbursement of the loan, each bank would be required to deposit 

with Central Bank of Nigeria, securities with market value of not less than 120% 

of its specified loan  amount. Eligible securities shall include the following:  

a. Nigerian Treasury Bills  

b. FGN Bonds  

c. Other Bonds backed by the guarantee of the Federal Government  

d. Any other securities acceptable to the CBN   

vi. As a result of the repo of securities for this fund, the following prudential 

treatment shall be accorded throughout the tenor of the loan.  

a. The amount disbursed shall be treated as a Term Loan.  

b. The Term Loan shall not form part of the bank’s deposit liabilities for the 

purpose of liquidity and cash reserve ratio computations.  

c. The Term Loan shall not be liable for NDIC premium charges.  

d. The securities ‘repo-ed’ shall continue to count as part of the bank’s 

liquid assets for the purpose of Liquidity Ratio Computation.   

Verification/Monitoring of Projects  

i. Projects under the Facility shall be subject to verification by the CBN. 

Acceptance or rejection of an application for the facility shall be 

communicated to the PFIs and the borrower within 15 working days after 

verification.   

ii. The project shall be subject to monitoring by the CBN and PFIs during 

the loan period.   

iii. Central Bank of Nigeria has the right to reject a request from any PFIs 

that contravenes any section of the Guidelines.   

Responsibilities of Stakeholders:   

For the effective implementation of the Facility and for it to achieve the desired 

objectives, the responsibilities of the stakeholders shall include:   

The CBN  

The Central Bank of Nigeria shall:  
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i.     Articulate clear guidelines for the implementation of the Facility  

ii.     Provide Fund for the Facility  

iii. Determine the limits of the Facility.  

iv. Carry out verification/monitoring of projects under the Facility.  

v. Monitor the implementation of the Facility and publish periodic reports on its 

performance.  

vi. Build capacity and sensitise stakeholders  

vii. Review the Facility guidelines as may be necessary from time to time   

The Participating Financial Institutions (PFIs) The PFIs shall:  

i. Grant credit facilities to activities covered under the Facility at an interest  rate 

of 9% p.a.;  

ii. Approve requests under the Facility based on normal business consideration 

and exercising appropriate due diligence;  

iii. Forward such approved requests to CBN for funding under the Facility  

iv. Provide the required collateral for the approved requests as specified in 9.0 

above  

v. Render periodic returns under the Facility as may be specified by the CBN from 

time to time;  

vi. Monitor the projects during the loan period.  

vii. Comply with the guidelines of the Facility  

Borrower  

The borrower shall:  

i. Utilise the funds granted under the Facility for the 

purpose for which it was granted.  

ii. Insure the project being financed.  

iii. Adhere strictly to the terms and conditions of the Facility.  

iv. Make the project and records available for 

inspection/verification by the CBN.  

v.  Comply with the guidelines of the Facility.   
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Discontinuation of a Credit Facility  

Whenever a loan is repaid or the facility is otherwise discontinued, the PFIs shall 

advise the CBN immediately, giving particulars of the credit facility. Any outstanding 

amount under the facility is to be refunded to CBN Account.   

Amendments  

These Guidelines shall be subject to review from time to time as may be deemed 

necessary by the CBN.   

Enquiries and Returns   

All enquiries and returns should be addressed to:   

The Director,  

Development Finance Department,  

Central Bank of Nigeria, Corporate Headquarters 

Central Business District, Abuja.  

Telephone No: 234-09-46238600  

 

Development Finance Department 

Central Bank of Nigeria, Abuja.  

December, 2014  
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COLLATERAL REGISTRY REGULATIONS, 2014  

 

 

 

ISSUED BY  

THE GOVERNOR, CENTRAL BANK OF NIGERIA,  

                                        

 

SEPTEMBER, 2014  
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BACKGROUND  

The Central Bank of Nigeria (“The Bank”) is the public institution with the 

statutory responsibility for, amongst others, the promotion of a sound financial 

system in the country. Section 1 (2) of the Central Bank of Nigeria Act No. 7 of 

2007 details the principal objectives of the Bank.   

The Banks and Other Financial Institutions Act, Cap B3 - LFN 2004 (BOFIA) (as 

amended) is the primary legislation for regulating banking, banks and other 

financial institutions in Nigeria.  Section 57 of the said BOFIA authorizes the 

Governor of the Central Bank of Nigeria to „make regulations to give full effect 

to the objects and objectives of the Act‟ as well as those for the operation and 

control of all institutions under the supervision of the Bank.  

Section 1(4) of the Banks and Other Financial Institutions Act (as amended) 

also empowers the Central Bank of Nigeria either generally or in any particular 

case to appoint any person who is not an officer or employee of the Bank to 

render such assistance as it may specify in the exercise of its powers, the 

performance of its functions or the discharge of its duties, or on its behalf of 

and in the name of Central Bank of Nigeria.  

In furtherance of the aforesaid mandates and in order to improve access to 

finance for micro, small and medium enterprises („MSMEs‟) while maintaining 

a strong prudent lending policy, the Governor of the Central Bank of Nigeria, 

in exercise of the powers conferred on him in that behalf, hereby makes these 

Regulations for the establishment, maintenance and operation of the 

Collateral Registry and ancillary matters appertaining thereto.   

Made this _____day of _____________2014     
Godwin Ifeanyi Emefiele  
Governor, Central Bank of Nigeria,    Abuja
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ARRANGMENT OF REGULATIONS   

PART  I  -  INTRODUCTION  
1. Objective   
2. Definitions  
3. Scope of the Regulations   

PART II  -  CREATION OF SECURITY INTERESTS  
4. Incidence of Creation  
5. Debtor’s Rights in the Collateral  
6. Content of the Security  
7. Description of Collateral in Security Agreement  
8. Requirements for Perfection   

 
PART III  -  COLLATERAL REGISTRY  

9. Establishment of the Collateral Registry  
10. Effect of Security Agreement  
11. Administrative Role of the Collateral Registry  
12. Information Required in Registered Statement  
13. Description of Collateral  
14. Time of Registration and Verification Statement  
15. Material Error in Financing Statement  
16. Consequences of Other Errors  
17. Duration of Registration  
18. Amendment of Registration  
19. Cancellation of Registration  
20. Search of the Collateral Registry  
21. Search Criteria  
22. Fees  

 
PART IV  -  PRIORITY BETWEEN SECURITY INTERESTS  

23. Priority of Security Interests  
24. Same Priority for Original Collateral, Proceeds and Advances  
25. Transfer Does Not Affect Priority  
26. Voluntary Subordination of Priority  
27. Priority of Purchase Money Security Interest and it’s Proceeds  
28. Priority of Security Interests in Processed or Co-mingled Goods  
29. Priority of Creditor Who Receives Payment  
30. Priority of Holders of Negotiable Instruments and Documents of Title  
31. Priority of Assignee  
32. Rights of the Buyer or Lessee of Goods  
33. Priority of Holders of Liens  
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PART V  -  REALISATION OF SECURITY INTERESTS  

34. Application of this PART  
35. Repossession of the Collateral  
36. Secured Creditor May Render Collateral Inoperative  
37. Secured Creditor May Collect Accounts Receivable  
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PART I  

Introduction  

1. Objective  

(1) These Regulations provide a regulatory framework for:  

(a) accessing credit secured with movable property,   

(b) creation and perfection of security interests,   

(c) realization of security interests in movables   

(2) The Regulations also provides for the establishment and operations of the 
Collateral Registry.  

(3) The Regulations aim to stimulate responsible lending to micro, small and 
medium enterprises (MSMEs) by providing a mechanism for efficient 
registration of security interests in movable property and realization of 
such interests in the event of a default.   

2. Definitions  

(1) In these Regulations:    

“account receivable” means a right to receive value arising from an obligation 
owed by a third party to the debtor including book debts but excluding a 
negotiable instrument;  

“amendment” means a modification of information contained in a registration;  

“collateral” means movable property, whether tangible or intangible, that is subject 
to a security interest;  

“consumer goods” means goods that the debtor uses or intends to use  

primarily for personal, family or household purpose;  

“debtor” means a person that has rights in the collateral, and includes a 
grantor of any type of charge, chattel mortgage, pledge or lien in movable 
property;   
“equipment” means machinery or other capital goods used in the operation of 
the debtor’s business;  

“farm products” include   

(a) crops grown, growing, or to be grown;   

(b) fish stocks;   

(c) livestock, poultry and their unborn offspring;   

(d) seeds, fertilizers, manure and supplies used or produced in a 
farming operation; and  

(e) products of crops and livestock in their unprocessed states;  
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“financing statement” means the prescribed forms on which information is 
provided to effect, amend, cancel or continue a registration under these 
Regulations;   

“goods” means tangible movable property and include farm products, 
inventory, equipment, consumer goods, trees that have been severed and oil, 
gas or minerals that have been extracted;  

“initial financing statement registration number” means the number assigned 
to the initial financing statement by the Collateral Registry on its registration 
that is permanently associated with such financing statement;  

“inventory” means goods that are;   

(a) held for sale or lease in the ordinary course of business; and  

(b) raw materials or work in progress;  

“Movable” means tangible or intangible property that can be moved or 
displaced.  

“MSMEs” means such enterprises as defined by the National Policy on MSMEs in 
Nigeria  

“possessory lien” means a right of the person securing payment for services 
provided in the ordinary course of business that exists as long as the person 
remains in possession of the goods;     
“proceeds” means identifiable or traceable movable property received as a 
result of sale, other disposition, collection, lease or license of the collateral, 
including natural fruits, distributions, insurance payments and claims arising 
from defects in, damage to or loss of collateral;  

“purchase money security interest” means   

(a) a right in collateral taken or retained by the seller to secure all or part 
of its purchase price;   

(b) a right taken by a person who provides credit to enable the debtor to 
acquire the collateral if such credit is in fact so used; and  

(c) a right of a financial lessor;   

“Registration” means information provided in the initial registration under these  

Regulations and amendment related thereto which is entered in the Registry;  

“Registry” means the Collateral Registry established under this Regulations;  

“secured creditor” means a person in whose favor a security interest is created 
and includes a chargee under any type of charge, chattel mortgagee or 
holder of any type of consensual lien;   

 “security agreement” means an agreement in any form and whatsoever 
entitled between the debtor and secured creditor that creates a security 
interest;  

“security interest” means a property right in collateral that is created by 
agreement and secures payment or other performance of an obligation, 
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regardless of whether the parties have denominated it as a security interest 
but it does not include a personal right against a guarantor or other person 
liable for the performance of the secured obligation;  

“serial-numbered goods” means movable property that have a serial or 
identification number permanently marked on or attached to its principal part 
by the manufacturer including motor vehicles, planes, boats, plant & 
machinery, etc.  

“serial number” means an identification number marked or attached to the body 
frame of a movable property by the manufacturer;  
“confirmation statement” means a certificate issued by the Collateral Registry 
confirming the Registration Number, date and time of a registration;  

“writing” includes an electronic message if the information contained therein is 
accessible so as to be usable for subsequent reference.   

(2) For the purposes of these Regulations, the determination of whether goods 
are consumer goods, equipment, farm products or inventory is to be made at 
the time when the security agreement is concluded and the secured creditor 
may rely on the representations of the debtor as to the intended use.     

3. Scope of the Regulations  
(1) These Regulations apply to all security interests in movable property 

created by an agreement that secures payment or other performance 
of an obligation, regardless of the form of the transaction, the type of 
movable property or the nature of the secured obligation.  

(2) Any individual or entity may be a secured creditor under these 
Regulations subject to priority created in favor of a third party under any 
existing laws.   

(3) All financing leases entered into after these Regulations have become 
effective are subject to registration in the Collateral Registry and the 
priority provisions of these Regulations.     

(4) These Regulations shall not apply to  

(a) any right of set-off;  

(b) charges required to be registered under the Companies 
and Allied Matters Act;  

(c) an interest created by any of the following 
transactions—  

(i) the creation or transfer of an interest in land;  
(ii) a transfer of a right to payment that arises in connection with 

an interest in land, including a lease and rents; and  
(iii) any interest created by a transfer, assignment or mortgage in 

movable property governed by a law for which a registry has 
been established, including that for ships and aircraft.  
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PART II 
                              Creation of Security Interests  
4. Incidence of Creation of Security Interest  
(1) A security agreement shall be effective and create a security interest as 

between the parties according to its terms.   

(2) A security interest in the property acquired after the security agreement 
shall become effective as of the moment the debtor acquires a right to 
such property without a written consent or any further act of the borrower 
provided it falls under the collateral description in the registered financing 
statement.  

5.  Debtor’s Rights in the Collateral  
(1) The security interest shall be created to the extent of the rights that the 

debtor has in the collateral.   

(2) A transfer of  and a security interest in an account receivable is effective 
as between the debtor and the secured creditor and as against the 
account debtor of the receivable notwithstanding any agreement limiting 
in any way the debtor’s right to assign its receivables, including to create 
a security interest.     

6. Content of the Security Agreement  
The security agreement must at a minimum:  

(a) reflect the intent of the parties to create a security interest;  

(b) identify the secured creditor and the debtor;  

(c) describe the secured obligation, including the maximum amount for which 
the security interest is enforceable; and (d) describe the collateral 
adequately.  

(d) indicate the tenor of the obligation secured  

7. Description of Collateral in Security Agreement  
(1) A security interest shall be created only if a security agreement contains an 

adequate description of the collateral.     

(2) A description is adequate if the collateral is described by:  

(a) item, kind, type or category; or  

(b) a statement that a security interest is taken in all of the debtor’s present 
and after-acquired property.  

(3) A security interest shall automatically continue in the identifiable or traceable 
proceeds of the collateral, whether or not the security agreement contains a 
description of the proceeds.  
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8.  Requirements for Perfection   
(1) A security interest is perfected when a financing statement in respect of 

that  security interest has been registered in the Collateral Registry;    

(2) For the purposes of this Regulation, the secured creditor shall not be in 
possession of collateral that is in the actual or apparent possession or 
control of the debtor or the debtor’s agent.  
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PART III   
COLLATERAL REGISTRY  

9. Establishment of the Collateral Registry  
(1) The Collateral Registry provided for under this Regulation shall be established, 

maintained and operated by the Central Bank of Nigeria.  

(2) The Governor of the Central Bank of Nigeria shall appoint the Registrar to 
supervise and administer the operation of the Registry.  

(3) The Governor of Central Bank of Nigeria may issue guidelines to govern the 
functions and operations of the Collateral Registry from time to time.   

(4) The Collateral Registry shall accept for registration financing statements in the 
prescribed form which shall be electronically transmitted.    

(5) The Collateral Registry shall be accessible at all times except if precluded by 
maintenance, technical and security constraints.  

(6) The Collateral Registry is responsible for reasonable loss or damage suffered by 
a person as a result of:  

(a) erroneous transcription of information from a financing statement into the 
Collateral Registry system;  

(b) reliance on an erroneous search result;  

(c) incorrect information given by the Collateral Registry.   

10. Effect of Security Agreement  
By entering into a security agreement, the debtor authorises the registration of a 
financing statement.  
11. Administrative Role of the Collateral Registry  
(1) The Registrar and any employee of the Collateral Registry shall not verify whether 

authorisation for registration has been properly granted pursuant to Regulation 
10 or conduct any scrutiny of the information provided in the financing 
statement.  

(2) The Collateral Registry has no responsibility for changes, omissions or corruption 
of electronically transmitted information which occurred prior to its receipt.   

(3) Information provided in financing statements shall be entered into the Collateral 
Registry as received and no character substitution or truncation shall be 
performed.  

(4) Registration of a financing statement shall be rejected only if:-  

(a) it is not submitted in the prescribed manner or in a form that enables the 
information to be entered into the Registry; or  

(b) it does not contain the information required by these  Regulations; or  
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(c) The prescribed fee has not been paid.  

 

12.   Information Required to Register Financing Statement  
(1) The secured creditor submitting a financing statement for registration must 

ensure that all information that is required by these Regulations is provided 
legibly in the fields designated for entering information of that kind.  

(2) The secured creditor shall provide in a financing statement the following 
information:    

(a)  Debtor type description; individual, micro, small or large business  

(b) In the case of a company, cooperative or registered business name, it’s 
Company/Registration number as may be applicable;   

(c) In the case of an individual, the biometric based unique identifier i.e. 
National ID Card or International Passport, gender, name, address 
including telephone and date of birth of the debtor   

(d) the name and address of the secured creditor or a representative of the 
secured creditor;  

(e) a description of the collateral; and  

(f) The maximum amount for which the secured obligation may be enforced.  

(g) The period of time for which the registration is to be effective.  

(3) If there is more than one debtor or secured creditor, the required information 
must be entered in the designated field separately for each debtor or 
secured creditor.  

(4) If the debtor is an individual who is neither a citizen nor a resident of Nigeria, 
the secured creditor shall enter the debtor’s passport number and the name 
that appears in the passport issued by a foreign government.  

13.   Description of Collateral   
(1) The financing statement must include a description of the collateral that 

reasonably allows its identification.   

(2) A description of collateral is sufficient if the collateral is described by   

(a) item, kind, type or category and year of manufacture; or  

(b) a statement that a security interest is taken in all of the debtor’s present 
and after-acquired property.  

(3) If a financing statement covers serial-numbered goods it must contain 
information of the serial number as defined in Regulation 2.    

(4) Serial-numbered goods that are held as inventory need not be described 
by a serial number. A description of serial-numbered goods held as 
inventory is sufficient if it satisfies the requirements of Regulation 2.  
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14. Time of Registration and Confirmation Statement  
(1) A financing statement shall be registered when a unique registration 

number, date and time are assigned to it by the Collateral Registry.   
(2) The Collateral Registry shall, as soon as reasonably practicable after a 

financing statement has been registered, provide a confirmation 
statement to the secured creditor who submitted the financing statement 
for registration.  

15.   Material Error in Financing Statement   
(1) Subject to paragraph 2 of this Regulation, a registration shall be ineffective 

if there is an error in—  

(a) the biometric-based unique identifier of the debtor; or  

(b) The serial number of the collateral that causes the registration not 
to be retrieved in a search.   

(2) An error in the serial number of the collateral may render the registration 
ineffective only with respect to the collateral identified by such serial 
number and an error in the biometric-based unique identifier of a debtor 
may render the registration ineffective only with respect to that debtor.    

16.   Consequences of Other Errors   
(1) An error in the name or address of the debtor does not render the registration 

ineffective.   
(2) An error in the name or address of the secured creditor or address of the debtor 

does not render the registration ineffective.    

(3) An error in the collateral description other than in the serial number and in the 
maximum amount for which the security interest may be enforced may render 
the registration ineffective with respect to that collateral if the error seriously 
misleads the searcher.   

(4) An incorrect description of some collateral shall not render the registration 
ineffective with respect to other collateral sufficiently described.   

(5) An error in other information entered by the secured creditor in the financing 
statement does not render the registration ineffective.    

 
17.   Duration of Registration   
(1) The registration of a financing statement shall be effective until the earlier 

of; 

(a) The expiration of the term specified in the financing statement; or  

(b) it’s cancellation.  

(2) A registration may be renewed by an amendment of the financing 
statement before the registration expires.  

(3) Information shall not be deleted from the Collateral Registry, whether or not 
an amendment financing statement cancelling the registration has been 
registered. Expired registrations shall be maintained in the Registry and 
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searchable by the public for six months following their expiration. 
Cancelled and expired registrations shall be identified as such in a search.   

(4) Six (6) months after the expiry, registrations shall cease to be publicly 
searchable and shall be removed into an archive from which it may be 
retrieved only by the Collateral Registry.   

 

18.   Amendment of Registration   
(1) The registration may be amended by the secured creditor upon registration of 

an amendment financing statement.  

(2) An amendment to a registration that adds collateral, that adds a new debtor or 
that modifies the maximum amount of the secured obligation is effective as to 
the added collateral, the added debtor and the new maximum amount only 
from the date and time when the amendment financing statement is registered.    

(3) A secured creditor who wishes to register an amendment financing statement 
must:  

(a) provide the initial financing statement registration number of the 
financing statement to which the amendment financing statement 
relates;  

(b) indicate whether the purpose of the amendment is to add, change or 
delete information in a registration;    

(c) if information is to be added, indicate the additional information; and  

(d) If information is to be changed or deleted, enter the information to be 
changed or deleted, and in case of change also enter new information.   

(4) The amendment financing statement must also identify the secured creditor 
authorising the amendment.  

 
19.   Cancellation of Registration   
(1) The registration may be cancelled by the secured creditor upon registration 

of a cancellation statement.  

(2) The secured creditor shall cancel the registration within fifteen (15) working 
days of receiving a demand from the debtor but only after all obligations 
under the security agreement have been performed and there is no 
commitment to make future advances.  

(3) The cancellation statement shall include—  

(a) the initial financing statement registration number of the financing 
statement to which the cancellation statement relates; and  

(b) identification of the secured creditor authorising the cancellation.  

(4) If the secured creditor fails to comply, the debtor may appeal to the 
Registrar showing cause as to why the registration should be cancelled by 
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the Registrar, notice of which shall be given to the secured creditor before a 
decision is taken by the Registrar.   

(5) A secured creditor objecting to a cancellation request by the debtor shall 
have a right to respond within seven (7) days of receipt of notice in this 
regard.  

(6) The decision of the Registrar on the request shall be final save as may 
otherwise be determined by a court of competent jurisdiction.     

20.   Search of the Collateral Registry  
(1) Any person may search the Collateral Registry and obtain a printed 

search result of the information provided by secured creditors in 
accordance with Regulation 12 without the need to demonstrate or justify 
the reasons for the search.   

(2) The Collateral Registry shall, upon request and payment of the fee 
prescribed in these Regulations, issue a printed search result in the form of 
a certificate that shall be conclusive evidence of the existence of 
information in the Collateral Registry as of the date and time of its issuance.  

(3) The search result shall either indicate that no registrations were retrieved 
against the search criterion provided by the searcher or shall set out all 
registrations searchable in the Collateral Registry at the date and time 
when the search was performed.   

(4) A printed search result issued by the Collateral Registry shall be conclusive 
evidence of the existence of information in the Collateral Registry as of the 
date and time of its issuance.  

21. Search Criteria  
The Collateral Registry may be searched by reference to the following criteria—  

(a) In the case of a Company, Cooperative or Registered business, its Company 
registered name or number as may be applicable;  

(b) In the case of an individual, the biometric based unique identifier, full name, 
gender and date of birth of the debtor associated with such debtor as may 
be applicable;  

(c) The name and address of the secured creditor    

22. Fees  
(1) The fees set out below are payable for the following matters:  

(a) initial registration:  N1,000  

(b) renewal/amendment: N500  

(c) searches and search certificates: N500   

(2) The fees prescribed in paragraph 22 (1) of this Regulation as well as the 
preferred mode of payment of such fees may be reviewed from time to time 
by the Governor of the Central Bank of Nigeria; 

 



205 
 

PART IV   
PRIORITY BETWEEN SECURITY INTERESTS  

23.   Priority of Security Interests   
(1) A perfected security interest shall have priority over an unperfected 

security interest.  

(2) Subject to the special priority rules in Regulations 27-34, the priority between 
perfected security interests in the same collateral created by the same 
debtor shall be determined by the order of registration or possession 
whichever occurs first.  

24.   Same Priority for Original Collateral, Proceeds and Advances   
(1) The priority of a security interest in original collateral shall also be the priority 

with respect to its proceeds.  

(2) A security interest shall have the same priority in respect of all secured 
obligations and advances, whether existing or future.  

25.   Transfer Does Not Affect Priority  
(1) A security interest that is transferred shall have the same priority as it had at 

the time of the transfer.  

(2) Transfer of a security interest is effective without registering an amendment 
financing statement in the Collateral Registry.   

26.   Voluntary Subordination of Priority  
(1) The secured creditor may agree to subordinate its priority in favor of any other 

claimant.   

(2) Subordination is effective without registering an amendment financing 
statement in the Collateral Registry.    

(3) An agreement to subordinate may not adversely affect rights of a person that 
is not a party to the agreement.     

27.   Priority of Purchase Money Security Interest and Its Proceeds  
A purchase money security interest in collateral and its proceeds shall have 
priority over a non-purchase money security interest in the same collateral 
created by the same debtor if the purchase money security interest is 
perfected when the debtor receives the collateral.   

28.   Priority of Security Interests in Processed or Co-mingled Goods  
(1) A perfected security interest in goods that subsequently become part of a 

product or mass shall continue as a perfected security interest in the 
product or mass if the goods are so manufactured, processed, assembled 
or co-mingled that their identity is lost in the product or mass.    

(2) If more than one security interest is perfected in the goods before they 
become part of a product or mass, the security interests rank equally in 
proportion to the value of the goods at the time they became part of the 
product or mass.   
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29.   Priority of Creditor Who Receives Payment    
(1) A transferee of money or funds from a deposit account takes the money 

or funds free of a security interest unless the transferee acts in collusion with 
the debtor in violating the rights of a secured creditor.  

(2) Bank’s right of set-off shall have priority over a perfected security interest 
that extends to the deposit account.    

30.   Priority of Holders of Negotiable Instruments and Documents of Title  
A holder of a negotiable instrument or document of title shall have priority over 
a perfected security interest in the negotiable instrument or the document of 
title if the holder:  

(a) gave value;  

(b) acquired the negotiable instrument or the document of title without 
knowledge that the transaction is a breach of the security agreement to 
which the security interest relates; and  

(c) took possession of the negotiable instrument or the document of title.  

31.   Priority of Assignee  
(1) The rights of an assignee of an account receivable shall be subject to  

(a) the terms of the contract between the account debtor and the 
assignor and any defense or claim arising from the contract; and  

(b) any other defense or claim of the account debtor against the 
assignor, including a defense by way of a right of set-off that accrues 
before the account debtor receives notification of the assignment.  

(2) Paragraph (1) shall not apply if the account debtor has made an enforceable 
agreement not to assert defenses to claims arising out of the contract.  

(3) Priority between competing assignees is determined according to the time of 
registration in the Collateral Registry irrespective of the time when the account 
debtor receives a notification of the assignment.   

32.   Rights of the Buyer or Lessee of Goods   
(1) A buyer or lessee who acquires goods for value and receives their 

possession shall take the goods free of an unperfected security interest.      

(2) A buyer of goods sold in the ordinary course of business of the seller and a 
lessee of goods leased in the ordinary course of business of the lessor shall 
take the goods free of a security interest created by the seller or lessor 
unless the buyer or lessee knows that the sale or the lease constitutes a 
breach of the security agreement under which the security interest was 
created.   

33.   Priority of Holders of Liens  
A possessory lien arising out of materials or services provided in the ordinary 
course of business in respect of goods that are subject to a security interest 
shall have priority over that security interest.  
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 PART V   

REALISATION OF SECURITY INTERESTS  
 34.   Application of this Part    
(1) A financial lessor may enforce its rights under this Part or the law governing the 

financial lease.    

(2) Holders of purchase money security interests may enforce their rights either 
under this Part or the relevant law governing their rights.   

(3) After default, a secured creditor has the rights provided in this Part and those 
provided in the security agreement signed by the debtor.  A secured creditor 
may also resort to any available judicial procedure.   

 
35.   Repossession of the Collateral  
(1) After default, a secured creditor must provide a notice of the default to 

the debtor.  

(2) The notice required under sub section 1 maybe delivered to the debtor 
by:  

(a) hand;  

(b) courier service;  

(c) registered mail; and  

(d) other means agreed by the parties   

(3) Ten (10) days after sending the notice of default, the secured creditor  
(a) may take possession of the collateral; or  

(b) without removal, may render the collateral inoperative.   

(4) A secured creditor may proceed under this Regulation—          
(a) pursuant to judicial process; or  

      (b) without judicial process, if the debtor consented in the security agreement 
to relinquishing possession without a court order.  

(5) In the event of proceeding without judicial process, the secured creditor 
with the help of law enforcement agencies shall enforce his right of 
possession in a peaceable manner.  

(6) The secured creditor may require the debtor to assemble the collateral and 
make it available at a designated place.    

36.   Secured Creditor May Render Collateral Inoperative   
(1) A secured creditor may render the collateral inoperative if the collateral is 

of a kind that cannot be readily moved from the debtor’s premises or is of 
a kind for which adequate storage facilities are not readily available.   

(2) The secured creditor may dispose of collateral on the debtor’s premises 
provided that it shall not cause the person in possession of the premises, if 
other than the debtor, any greater inconvenience than is necessary.   
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37.   Secured Creditor May Collect Accounts Receivable  
(1) A secured creditor may collect and apply an account receivable, money 

or a negotiable instrument taken as collateral to the satisfaction of the 
obligation secured by the security interest if the debtor is in default.   

(2) The secured creditor may notify the account debtor and collect payment 
even prior to default.  

38.   Secured Creditor May Dispose of the Collateral  
(1) The secured creditor may dispose of the collateral by sale, lease, license or 

other form of disposal in its present condition or following any commercially 
reasonable preparation or processing.   

(2) The secured creditor may sell the collateral in an auction, public tender, 
private sale or any other method provided for in the security agreement.  

(3) The secured creditor shall owe a duty to obtain the fair price obtainable as 
at the time of sale or other disposal.   

39.   Notice of Sale of Collateral  
(1) The secured creditor who intends to sell the collateral shall not less than ten 

(10) working days before selling the collateral, send notice in the manner 
stipulated in Regulation 35 (1) hereof to the following persons—  

(a) the debtor; and  

(b) any secured creditor who has registered a financing statement in respect 
of the collateral that became effective before the secured creditor 
repossessed the collateral.  

(2) Paragraph (1) shall not apply if—  

(a) the collateral may perish within ten (10) working days of the repossession;   

(b) the secured creditor believes on reasonable grounds that the collateral 
will decline substantially in value if it is not disposed of immediately;   

(c) the cost of care and storage of the collateral is disproportionately large in 
relation to its value; or  

(d) the collateral consists of inventory or farm products; and  

(e) in the manner prescribed under paragraph 36(1) of this Regulation.   

40. Extinguishment of Subordinate Security Interests    
If collateral has been sold under this Part, all security interests in the collateral 
that are subordinate to the security interest of the secured creditor who sold 
the collateral shall be extinguished.   

41. Secured Creditor to Give Statement of Account to Debtor   
The secured creditor shall, within fifteen (15) working days after the sale of the 
collateral, provide to the persons entitled to receive a notice of sale a 
statement of account in writing, indicating—  

(a) the amount of the proceeds of sale;  
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(b) the amount of the costs and expenses of the sale; and  

(c) the balance owing by the secured creditor to the debtor or by the debtor 
to the secured creditor, as the case may be.   

42. Distribution of Sale Proceeds   
(1) A secured creditor who has sold collateral shall, before applying the 

proceeds of the sale towards the satisfaction of the debt or other obligation 
secured by the security interest, apply the proceeds of the sale towards the 
reasonable costs and expenses of the sale, and to the extent provided for in 
an agreement, reasonable legal expenses.     

(2) The secured creditor shall pay the following persons the amount of any 
surplus from the disposal in the following order;  

(a)  secured creditors who have a subordinate security interest 
perfected by registration, in the order of their priority; and  

(b)      the debtor.  

(3) The secured creditor may pay the surplus into Court if there is a question as 
to who is entitled to receive payment.  

(4) The debtor remains liable for any deficiency.   

43.   Right to Redeem Collateral    
(1) At any time before the secured creditor sells the collateral, the debtor, the 

person that owes payment or other secured creditor may redeem the 
collateral by—  

(a) fulfillment of all the obligations secured by the collateral; and 

(b) paying any other reasonable expenses incurred by the secured 
creditor.  

(2) The debtor’s right to redeem the collateral shall have priority over any other 
person’s right to redeem the collateral.   

44.   Reinstatement of Security Agreement    
(1) At any time before the secured creditor sells the collateral, the debtor may 

reinstate the security agreement by—  

(a) paying the sums actually in arrears;   

(b) remedying any other default; and  

(c) paying a sum equal to the reasonable expenses incurred by the secured 
creditor.   

(2) Unless otherwise agreed, the debtor shall not be entitled to reinstate a 
security agreement more than twice in each year.  
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PART VI   
RIGHTS AND DUTIES OF THE PARTIES  

45.   Good faith and Commercial Reasonableness   
(1) All rights, duties or obligations that arise under a security agreement or 

these Regulations shall be exercised and discharged in good faith and in 
accordance with commercially reasonable standards.   

(2) A person shall not act in bad faith merely because the person acts with 
knowledge of the security interest of some other person, unless it knows that 
its actions would violate rights of the other person.  

46.   Entitlement to Damages  
(1) If a person fails to discharge any duty or obligation imposed by these 

Regulations, the person to whom the duty or obligation is owed shall have 
a right to recover damages for any loss or damage.  

(2) Nothing in paragraph (1) shall limit or affect any liability that a person may 
incur under any law of Nigeria.  

47.   Secured Creditor to Provide Confirmation Statement to the Debtor   
(1) The secured creditor shall, not later than fifteen (15) working days after the 

day on which the confirmation statement of the registration was received, 
provide to the debtor a copy of the confirmation statement.  

(2) The confirmation statement may be provided in the same manner 
prescribed for  giving notices under Section 36(1) of this Regulation  

48.   Secured Creditor to Provide Certain Information   
(1) A debtor may request the secured creditor to send or make available to 

any person, at an address specified by the debtor making the request, any 
of the following—  

(a) a summary of a security agreement that creates or provides for a 
security interest;  

(b) a statement in writing of the amount of the indebtedness and of the 
terms of payment of the indebtedness;  

(c) an itemized list of collateral, unless the security interest is over all of the 
movable property of the debtor; or  

(d) a statement of account indicating the pay off amount needed to fully 
satisfy the secured obligation.   

(2) Where the secured creditor no longer has an interest in the obligation 
secured or collateral covered by the registration, the secured creditor shall 
disclose to the debtor the name and address of the immediate successor 
in interest or transferee and the latest successor in interest or transferee, if 
known.   

(3) A secured creditor shall comply with the request within ten (10) working 
days of its receipt.   
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(4) A secured creditor may charge the debtor only the reasonable costs for 
providing the information, and the debtor shall be entitled to one response 
free of charge every six (6) months.   

 
 
 
 

PART VII   
MISCELLANEOUS   

 50.   Law Applicable to Creation, Perfection and Priority   

The law applicable to the creation, perfection and priority of a security interest 
is the law of the jurisdiction where the security interest was created.   
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CENTRAL BANK OF NIGERIA  

GUIDELINES  

N300 BILLION POWER AND AIRLINE INTERVENTION FUND (PAIF) REVISED 

GUIDELINES (v5)    

1. Introduction  

In a bid to catalyze financing of the real sector of the Nigerian economy, the Central 

Bank of Nigeria has, in accordance with Section 31 of the CBN Act 2007, approved 

the investment of the sum of N500 billion Debenture Stock to be issued by the Bank 

of Industry (BOI). The sum of N200 billion has been set aside for the 

refinancing/restructuring of SME/ Manufacturing portfolios while the sum of N300 

billion will be applied to power and airline projects.  

These Guidelines relate to the N300 billion intervention fund to the power and 

airline sector (the Fund).  

2. Objectives of the Fund  

The objectives of the Fund are to:   

i. fast-track the development of electric power projects, especially in the 

identified industrial clusters in the country;  

ii. fast-track the development of the aviation sector of the Nigerian 

economy by improving the terms of credit to Airlines;  

iii. serve as a credit enhancement instrument to improve the financial 

position of the Deposit Money Banks (DMBs); 

iv. improve power supply, generate employment, and enhance the living 

standard of the citizens through consistent power supply;  

v. provide leverage for additional private sector investments in the power 

and aviation sectors.  
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3. Managing Agent  

The Bank of Industry (BOI) shall be the managing agent and be responsible for the 

day to day administration of the Fund.  

4. Technical Adviser (TA)  

The Africa Finance Corporation (AFC) shall serve as TA to the Fund.   

5. Eligibility Criteria  

5.1. Power Projects  

i. Any corporate entity, duly registered in Nigeria, involved in electricity power 

supply value chain that includes power generation, transmission, distribution, 

gas-to-power projects and associated services.  

ii. Eligible projects can be promoted by private or public sector sponsors (or a 

combination of both) but must be structured either as profit-oriented business 

or a public service, provided that contracted cash-flows or financing support 

exist to ensure repayment of principal and interest, as well as long term 

viability.  

iii. The Project Company may also offer appropriate credit enhancement options 

to support its financial obligations.  

iv. The Project could be already existing and in operation, in 

design/development, under construction, or existing but operationally 

inactive.  

v. The refinancing of existing loans for captive power projects for corporate 

entities that are not power companies will only be eligible if the investments 

are not older than 2 years from the date of the application. For the avoidance 

of doubt, this restriction will not be applicable to captive power projects 

implemented and managed by power companies  

vi. Gas-to-Power promoters must tender verifiable evidence of off-taker purchase 

agreements for their projects to be eligible  

5.2. Airlines  

Any Airline duly incorporated under the Companies and Allied Matters Act of 1990 

and operating in Nigeria.  
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6. Types of Facilities  

i. Long term loans (for new Power Projects)  

ii. Refinancing of existing loans (Power and Airline Projects) 

iii. Refinancing of existing leases (Power and Airline Projects)  

iv. Working capital (for existing Power and Airline Projects only)  

7. Participating Banks (PBs)  

All Deposit Money Banks and Development Finance Institutions (DFIs) excluding the 

Bank of Industry (BOI)  

Asset Management Corporation of Nigeria (AMCON), may by special approval of 

the CBN Management, be allowed to participate with respect to acquired 

projects of national economic importance. 

8. Modalities for Intervention    

8.1. Loan (Power Projects only)  

8.1.1. Amount 

The Fund facility shall not be more than 70 percent of the total cost of the project.  

8.1.2. Tenor  

i. The Fund loans shall have a maximum tenor of 15 years as determined by 

the project’s cash flow profile not exceeding 31st July, 2025.  

ii. Working capital facility shall be of one year duration with provision for roll-

over but not more than 5 years.  

8.1.3. Repayment  

Repayments under this facility shall be amortised  

8.1.4. Moratorium  

i. The Fund allows for moratorium in the loan repayment schedule.  

ii.  The moratorium on principal shall depend on the type and nature of 

the project and shall not exceed either the construction period of the 

project (which shall not exceed 5 years) or the time required to 

complete the project.  

iii.  Additional moratorium period of [18] months may be added to the 

moratorium period in order to address the risk of completion delays. 
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iv.  Protracted completion delays could be addressed through other 

mechanisms such as adequate sponsor support and contingencies to 

be determined on a project specific basis.  

8.1.5. Interest during Construction (IDC)  

The treatment of IDC shall depend on the project. The two options allowed under 

the Fund are:  

i. Capitalization of Interest - interest shall accrue and be capitalized 

accordingly during the moratorium period.  

ii. Pre-funding of Interest - interest shall be funded during construction from 

a prefunded IDC Account. The amount required for IDC can be added 

to the total project cost.   

The IDC payment option adopted shall be expressly stated on the loan documents.  

8.1.6. Professional / Consultant Fees  

Professional / consultant fees associated with the development of projects and the 

project financing structure shall be grossed up and included in the total project 

cost to be financed. Professional costs commonly associated with project finance 

include professional fees for the following services:  

i. Project Engineer Consultancy  

ii. Independent Engineer Advisory  

iii. Financial Advisory Services** 

iv.  Technical Advisory Services  

v. International Counsel  

vi. Local Counsel  

vii. Lenders’ Counsel  

viii. Due Diligence – Legal, Technical, Commercial and Financial   

ix. Legal Documentation Etc.  

  

**The financial advisor can be the applicant bank or an independent institution 

which is not participating in the financing.  
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8.2. Refinancing (Power and Airline Projects)  

The Fund will provide refinance for existing term loans for commercially viable 

power and airline projects.   

8.2.1. Extent of Refinancing  

i. Power: The Fund will provide refinance for existing term loans for 

commercially viable power projects. 

ii. Airlines: The Fund shall provide refinancing up to 100 per cent of the 

loans granted to an airline.  

8.2.2. Tenor  

The tenor of refinancing shall be 15 years not exceeding 31st July, 2025 and shall be 

determined by the supporting cash-flow profile.  

 

8.3. Other conditions applicable to both Power and Airline Projects  

8.3.1. Interest Rate  

The Fund shall be administered at an “all-in” Interest rate/ NOT more than charge 

of 7 percent per annum payable on quarterly basis.  

Specifically,   

i. The DMBs’ shall not exceed charge  7% per annum on the Fund facility 

out of which 1% would be remitted to BOI’s Account with CBN  

ii. The DMBs shall remit the amounts due to BOI out of the interest payments 

received from the projects funded;  

iii. The amounts due to BOI must be paid not later than 30 days after the 

interest is earned. 

* No upfront fee/charge should be deducted in respect any facility under the 

Fund   

8.3.2. Infractions and Sanctions  

i. Diversion of funds by the PBs shall attract a penalty at the bank’s average 

lending rate at the time of infraction. In addition, such PBs shall be barred 

from further participation under the Fund  
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ii. Non-rendition of returns or the rendition of false returns shall attract the 

penalty stipulated by BOFIA section 60  

iii. Any PB that fails to disburse the Fund within 14 days of receipt to the 

borrower shall be charged the maximum lending rate of the PB as 

penalty for the period that the Fund was not disbursed  

8.3.3. Penalty for Defaults by Borrowers  

In the event of default in loan repayment (principal and interest), the PBs shall 

have the right to charge commercial interest rate on the amount of default  

9. Notice for submission of proposals  

BOI shall send out notice to all DMBs/ DFIs for submission of refinancing/ 

restructuring requests on behalf of eligible airlines and power companies.  

The notice shall, among others, specify the eligibility criteria, format and submission 

deadlines.  

10. Application Procedures  

10.1. Submission of Requests  

A PB shall submit a request, on its behalf or on behalf of other parties in the case of 

syndication or other arrangements, in the prescribed format on behalf of the 

project promoters.  

In the case of syndication or other arrangements, BOI shall deal directly with the 

lead bank only on all issues relating to such application.  

10.2. Required Documentation  

Each request must be accompanied by the following documents:  

i. Request from the project promoter seeking such loan and/or 

refinancing/restructuring; 

ii. Last 3 years financials of an existing company;  

iii. Feasibility study/business plan of the project;  

iv. Relevant permits/approvals;  

v. Off-take and other relevant agreements;  

vi. Environmental impact assessment report;  
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vii. Copies of duly executed offer documents between the bank and the 

company evidencing existence of a facility in the case of refinancing;  

viii. Six (6) months account statements showing the current exposure (if any);  

ix. Certificate of incorporation evidencing the incorporation of the company 

with the corporate affairs commission; and  

x. List of directors of the company (form co7)  

Other documents as may be required by the TA to facilitate the appraisal process.  

10.3. Processing Period  

i. BOI shall process all applications received to confirm the completeness of 

the documentation and forward them to TA within 5 days.  

ii. The TA shall appraise the applications and provide its report to BOI within 

20 working days of receipt. 

iii. BOI shall inform the PBs of the status of its application not later than 5 

working days after the receipt of the TA’s report.  

10.4. Approval Process  

The recommended applications that have fulfilled all the laid down criteria shall 

be forwarded to the Management of the Central Bank of Nigeria for final approval   

10.5. On-Lending Agreement  

An on-lending agreement shall be signed between BOI and each PB for approved 

projects.  

10.6. Security to be offered by PBs  

The following securities shall be offered:  

i. The security to be provided by PBs to BOI shall be a bank guarantee backed 

by a payment order for the PB’s account to be debited by the CBN for any 

amount due should the PB default.  

ii. Legal agreement between BOI and PB for BOI to have the rights to realize 

security pledged by project promoters.  

iii. BOI to have lien on the project cash flows.  

iv. A deed of assignment of the assets of the project in favour of BOI 
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10.7. Release of Funds  

BOI shall within 3 working days of receipt of the payment order, credit the PB’s 

account at CBN with the amount due based on the disbursement schedule.  

The PB is expected to disburse the funds to the borrower in line with the terms and 

conditions of its requests not later than 2 working days of receipt of funds from BOI.  

11. Monitoring of Projects:  

A project financed under the Fund shall be subject to monitoring by the BOI, AFC, 

CBN and PB during the loan period.  

12. Responsibilities of Stakeholders:  

For the effective implementation of the Fund and for it to achieve the desired 

objectives, the responsibilities of the stakeholders shall include:   

12.1. The CBN  

The Central Bank of Nigeria shall: 

i. Articulate clear guidelines for the implementation of the Fund.  

ii. Provide funds for the Intervention.  

iii. Determine the limits of the Fund. 

iv. Specify the rate at which BOI and PBs will lend under the Fund.  

v. Request BOI to render periodic returns as may be specified from time to 

time. 

vi. Monitor the implementation of the Fund and publish periodic reports on its 

performance.  

vii. Review the Fund guidelines as may be necessary from time to time  

12.2. Bank of Industry (BOI) The BOI shall:  

i. Act as the Managing Agent of the Fund  

ii. Issue debenture covering the Funds to be invested by CBN  

iii. Put in place appropriate institutional arrangements for disbursing, monitoring 

and recovering the amount obtained under the Fund; and  

iv. Render periodic returns on the performance of the Fund as may be 

specified by CBN.   
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12.3. The Technical Adviser (TA) The TA shall:  

i. Provide technical support to the Programme;  

ii. Review projects to confirm eligibility and viability.  

iii. Build capacity of stakeholders 

 

12.4. The Participating Bank (PB) The PB shall:  

i. Grant credit facilities to eligible companies not exceeding at an interest 

rate 7% p.a;  

ii. Present requests under the Fund based on normal business consideration 

exercising due diligence;  

iii. Ensure timely disbursement of funds to approved projects;  

iv. Render periodic returns under the Fund as may be specified by the CBN 

and BOI from time to time;  

v. Monitor the projects during the loan period; and  

vi. Comply with the guidelines of the Fund  

12.5. Borrower  

The borrower shall: 

i. Utilize the funds for the purpose for which it was granted.   

ii. Insure the project being financed.  

iii. Adhere strictly to the terms and conditions of the loan.  

iv. Make the project and records available for inspection/verification by the 

CBN and BOI.  

v.    Comply with the guidelines of the Fund. 

13. Discontinuation of a Credit Facility  

Whenever a loan is repaid or the facility is otherwise discontinued, the PB shall advise 

the BOI immediately, giving particulars of the credit facility. Any outstanding amount 

under the facility is to be refunded to the BOI account at CBN.  

14. Amendments  

These Guidelines shall be subject to review from time to time as may be deemed 

necessary by the CBN.  
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15. Enquiries and Returns  

All enquiries and returns should be addressed to:  

The Director  

Development Finance Department 

Central Bank of Nigeria,   

Corporate Headquarters, 

Central Business District,  

Abuja.  

Telephone No: 234-09-4623860 
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N200 BILLION SMALL AND MEDIUM ENTERPRISES (SME) CREDIT GUARANTEE SCHEME 

(SMECGS)   

 

CENTRAL BANK OF NIGERIA   

GUIDELINES  

1.0  Establishment of the Scheme  

As part of its developmental role, the Central Bank of Nigeria (CBN) has established 

the Small and Medium Enterprises Credit Guarantee Scheme (SMECGS), for 

promoting access to credit by SMEs in Nigeria.   

2.0  Funding  

The Scheme shall have a fund of N200 billion to be wholly financed by the 

Central Bank of Nigeria (CBN)  

3.0      Objectives of the Scheme  

The objectives of the scheme are to:   

i. Fast-track the development of the manufacturing SME sector of the Nigerian 

economy by providing guarantee for credit from banks to SMEs and 

manufacturers.  

ii. Set the pace for industrialization of the Nigerian economy.  

iii. Increase the access to credit by promoters of SMEs and manufacturers.    

iv. Increase output, generate employment, diversify the revenue base, increase 

foreign exchange earnings and provide inputs for the industrial sector on a 

sustainable basis.   
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4.0  Managing Agent   

The Central Bank of Nigeria (CBN) shall be the Managing Agent and be responsible 

for the day to day administration of the Scheme.  

5.0   Activities to be covered Under the Scheme   

The activities to be covered under the Scheme are:   

(i) Manufacturing             

(ii) Agricultural Value Chain  

(iii) Educational Institutions   

(iv) Any other activity as may be specified by the Managing Agent from time to 

time.  

Trading shall not be accommodated in this Scheme.  

6.0  Definition of Small and Medium Scale Enterprises   

For the purpose of this Scheme, a Small and Medium Scale Enterprise (SME) is an 

enterprise that has asset base (excluding land) of between N5million –N500 million 

and labour force of between 11 and 300.     

7.0         Eligibility Criteria for Participation in the Scheme  

a. Participating Bank (PB)  

All Deposit Money Banks and Development Finance Institutions (DFIS) shall be 

eligible.  

b. Borrower  

A borrower shall meet the following criteria to be eligible:  

• Any entity falling within the definition of an SME 

• A wholly-owned and managed Nigerian private limited company registered 

under the Companies and Allied Matters Act of 1990.   

• A legal business operated as a sole proprietorship  

• A start-up company with satisfactory cash flows indicating a Fixed Asset cover 

ratio of 100: 150.   

• A Franchise   

• Have no non-performing or delinquent loans with any financial institution  
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• Be a member of the Organized Private Sector Bodies/Associations such as 

Nigerian Association of Small & Medium Enterprises (NASME), the 

Manufacturers Association of Nigeria (MAN), etc.  

• Have a clear business plan.   

• Provide up-to-date records on business operations, if any.  

• Satisfy all requirements specified by a Participating Bank.  

A Borrower shall have one loan under the Scheme at any point in time.   

8.0  Modalities of the Scheme  

i. Loan Amount  

 Maximum Loan amount is N100 million which can be in the form of Working 

Capital, Term Loans for refurbishment/equipment upgrade/expansion, overdrafts, 

etc.  

ii. Guarantee Cover  

• The guarantee cover shall be 80% of principal and interest and shall be valid 

up to the maturity date of the loan with a maximum tenure of 7 years inclusive 

of a 2-year moratorium. The Guarantee shall be executed at the point of the 

loan disbursement by the Bank to the customer and shall be redeemed when 

the facility becomes non-performing and classified under the loss category of 

the Prudential Guidelines.   

• In the event of recoveries after payment of claims by the CBN, such recoveries 

shall be shared in the ratio of 80:20 for CBN and Participating Banks 

respectively.   

iii. Interest Rate  

The lending rate under this Scheme shall be at Prime Lending Rate (PLR) of the 

participating Banks.   

9.0  Acceptable Collateral  

The security to be offered to a bank for the purpose of any loan under the Scheme 

shall be one realizable and acceptable to the participating bank(s).  
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10.0 Loan Tenor 

(i) Loans shall have a maximum tenor of seven (7) years and/or working 

capital facility of one year with provision for roll over.   

(ii) The Scheme allows for moratorium in the loan repayment schedule. 

11.0   Procedure for Applying for the Guarantee  

• All loan applications by SME promoters under the Scheme shall be made 

directly to the Participating Bank accompanied by the necessary 

documents as per normal loan processing requirement and the PBs 

applying the same degree of due diligence and professionalism as in the 

normal course of banking business.   

• Applications received by Participating Banks should be processed 

promptly and the period elapsing between the submission of an 

application and requisite documents for appraisal under the Scheme and 

its approval or otherwise will not exceed 60 days. Banks may call for 

information which has not been sufficiently provided by the applicant. 

Officials of the Managing Agent may call on banks which have not acted 

within a reasonable time on any application submitted to them.  

• Participating Banks should submit application for guarantee using a 

standard application form, on behalf of their clients to the Managing 

Agent.  

• The application for a guarantee should be accompanied with Offer 

Letters.  

12.0   Verification/Monitoring of Projects.  

(i) Projects under the Scheme shall be subject to verification by the 

Managing Agent. Acceptance or rejection of an application for a 

guarantee by the CBN shall be communicated to the PB and the 

borrower within 14 working days after verification.  

(ii) The project shall be subject to monitoring by the Managing Agent   

(CBN) during the loan period.  
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(iii) The CBN has the right to reject a request from any Participating Bank if it 

contravenes any section of the Guidelines.  

13.0 Responsibilities of Stakeholders:   

For the effective implementation of the Scheme and for it to achieve the desired 

objectives, the responsibilities of the stake holders shall include:  

a. The CBN     

The Central Bank of Nigeria shall:  

• Provide Fund for the Scheme  

• Act as the Managing Agent of the Fund.  

• Determine the limits of guarantee of the Scheme  

• Carry out verification/monitoring of projects under the Scheme.   

• Process Applications for guarantee from Participating Banks within 21 days 

of receipt of such application.  

• Request PB(s) to render periodic returns as may be specified from time to 

time.  

b. The Organised Private Sector Associations (MAN, NASME, etc)  

The Organised Private Sector Associations shall:      

• Accredit would-be beneficiaries of the Scheme  

• Ensure prompt repayment of loans by members  

c. The Participating Banks (PB[s]) The PB(s) shall:  

• Grant credit facilities to SME Promoters at prime lending rate;  

• Approve loan requests under the Scheme based on normal business 

consideration exercising appropriate due diligence;    

• Render periodic returns under the Scheme as may be specified by the 

CBN from time to time; and  

• Monitor the projects during the loan period.  

d. Borrower   

The borrower shall: 

• Utilise the funds for the purpose for which it was granted.   
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• Insure the charged assets being financed.  

• Adhere strictly to the terms and conditions of the Scheme.  

• Make the project and records available for inspection/verification by the 

CBN.  

 

14.0 Discontinuation of a Credit Facility  

Whenever a credit is repaid or the facility is otherwise discontinued, the PB shall 

advise the CBN immediately, giving particulars of the credit facility.  

15.0 Amendments  

These Guidelines shall be subject to review from time to time as may be deemed 

necessary by the Managing Agent.  

16.0 Enquiries and Returns  

All enquiries and returns should be addressed to:  

Director,  

Development Finance Department,  

Central Bank of Nigeria, Corporate Headquarters Central 

Business District, Abuja. Fax No. 09-4628655  

Development Finance Department   

Central Bank of Nigeria,  

Abuja.   

March 30, 2010  
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N200 BILLION INTERVENTION FUND FOR RE-FINANCING AND RESTRUCTURING OF 

BANKS’ LOANS TO THE MANUFACTURING SECTOR 

 

CENTRAL BANK OF NIGERIA   

GUIDELINES  

1.0  Introduction  

The Central Bank of Nigeria in a bid to unlock the credit market has approved the 

investment of the sum of N500 billion Debenture Stock to be issued by the Bank of 

Industry (BOI). In the first instance, the sum of N300 billion will be applied to power 

projects and N200 billion to the refinancing/restructuring of banks’ existing loan 

portfolios to Nigerian SME/Manufacturing Sector.  These Guidelines relate to the 

N200 re-financing and restructuring of banks’ loans to the manufacturing sector and 

those for the power sector will be issued at a later date.     

2.0      Objectives of the Fund  

The objectives of the Fund are to:   

i. Fast-track the development of the manufacturing sector of the Nigerian 

economy by improving access to credit to manufacturers.  

ii. Improve the financial position of the Deposit Money Banks.   

iii. Increase output, generate employment, diversify the revenue base, increase 

foreign exchange earnings and provide inputs for the industrial sector on a 

sustainable basis.   

3.0  Managing Agent   

The Bank of Industry (BOI) shall be the Managing Agent and be responsible for the 

day to day administration of the Fund.  
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4.0   Activities to be covered Under the Fund   

The activities to be covered under the Fund are:    

(i)  Manufacturing: Any entity is adjudged to be a “Manufacturer” if it:  

• Is involved in the production and processing of tangible goods  

• Fabricates, deploys plants, machinery or equipment to deliver goods or 

provide infrastructure to facilitate economic activity in the real sector; 

and such entity must not be involved in the financial services industry    

The manufactures include Small and Medium Scale Enterprise (SMEs) defined as an 

entities with an asset base (excluding land) of between N5 million and N500 million 

and with labour force of between 11 and 300.     

Trading activities shall not be accommodated under this Fund.  

5.0  Types of Facilities  

• Long term loan for acquisition of plant and machinery   

• Refinancing of existing loans  

• Resuscitation of ailing industries  

• Refinancing of existing lease   

• Working capital  

6.0   Eligibility Criteria for Participation in the Fund  

Participating Bank (PB)  

All Deposit Money Banks and Development Finance Institutions (DFIs) excluding the 

Bank of Industry (BOI).  

Borrower  

A borrower shall meet the following criteria to be eligible:  

• Any entity falling within the definition of an SME and/or manufacturer  

• An entity wholly-owned and managed Nigerian private limited company 

registered under the Companies and Allied Matters Act of 1990.   

• A legal business operated as a sole proprietorship  
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• Be a member of the relevant Organised Private Sector Associations such as 

MAN, NASME, NACCIMA, NASSI e.t.c.  

• Any entity as defined above with an existing facility on the books of the PB 

(emphasis will be on facilities that are indicating weakness arising from 

tenor, structure as well as facing cash flow difficulties)  

7.0   Modalities of the Fund  

i.  Loan Amount  

Loan amount is a maximum of N1 billion for a single obligor in respect of 

refinancing/restructuring.   

ii.  Interest Rate  

The Fund shall be administered at an all-in Interest rate/charge of 7 percent per 

annum payable on quarterly basis. Specifically, the Managing Agent (BOI) shall be 

entitled to a 1% management fee and the   Banks, a 6% Spread.    

8.0  Loan Tenor  

(i) Loans shall have a maximum tenor of 15 years and or working capital 

facility of one year with provision for roll over.   

(ii) The Fund allows for moratorium in the loan repayment schedule. 

9.0   Mechanism for Refinancing/Restructuring for the Fund   

• Bank of Industry (BOI) will send out notice to all DMBs/DFIs for submission of 

refinancing/restructuring requests.  

• Banks should submit requests in the prescribed format within 14days of the 

notice from BOI.  

• Each request must be accompanied by the following documents:  

a. Request from the customer seeking for such refinancing and/or 

restructuring  

b. Latest financials of the obligor (management accounts will be 

acceptable in lieu of updated accounts  
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c. Copies of duly executed offer documents between the bank and 

the loan obligor evidencing existence of a facility.   

d. 6 months account statements showing the current exposure  

e. An abridged business plan or feasibility study of the underlying 

project for which the facility was initially approved. The plan must 

include the projects cash flow projections detailing the repayment 

schedule.  

f. Certificate of Incorporation evidencing the incorporation of the 

Company with the Corporate Affairs Commission.  

g. A letter of commitment indicating that the requesting bank shall on 

or before 31st December 2010, book new loans to the manufacturing 

/ SME sectors in an amount not less than 50% of the amount 

accessed under the Fund.  

• All applications for refinancing/restructuring facilities can be made directly 

or by way of syndication, club arrangement or any other means involving 

two (2) or more banks on the books of a bank.  

• Within 7days of the receipt of the banks’ requests, BOI shall inform the banks 

of the status of their application and also advice each bank of the amount 

of its facility that shall be refinanced / restructured under the Fund.  

• An on-lending agreement shall be signed between BOI and each bank at 

this time.  

• Within receipt of funds from the CBN, BOI shall require each bank, to pledge 

securities with face value of not less than 100% of its specified refinanced 

amount to BOI through the Discount office of the CBN. Eligible securities 

shall include the following:  

a. Nigerian Treasury Bills  

b. FGN Bonds  

c. Other Bonds Backed by the guarantee of the Federal Government  
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d. Any other securities acceptable to the CBN  

• BOI shall within 24hours of receipt of the pledge (vide a pledge writer duly 

acknowledged by the discount office), credit each bank with the amount 

allocated to them – and not exceeding the face value of government 

instruments pledged.  

• The recipient banks are expected to apply the funds by restructuring 
and/or refinancing the stated accounts in line with the terms and 
conditions of their requests (especially as it relates to tenor and interest 
rates) within 48hours of receipt of funds from BOI.  

• In the event a bank fails to meet its obligations, the BOI shall give 30days 
notice of its intention to liquidate the securities.   

• As a result of pledging of securities for this fund, the following prudential 
treatment shall be accorded throughout the tenor of the loan.  

a. The amount disbursed shall be treated as a Term Loan.  

b. The Term Loan shall not form part of the bank’s deposit liabilities for 
the purpose of liquidity and cash reserve ratio computations.  

c. The Term Loan shall not be liable for NDIC premium charges.  
d. The securities pledged shall continue to count as part of the bank’s 

liquid assets for the purpose of Liquidity Ratio Computation.  

10.0   Verification/Monitoring of Projects.  

(i) Projects under the Fund shall be subject to verification by the BOI. 

Acceptance or rejection of an application for refinancing/restructuring 

by the BOI shall be communicated to the PB and the borrower within 14 

working days after verification.  

(ii) The project shall be subject to monitoring by the BOI, CBN and PB during 

the loan period.  

(iii) The BOI has the right to reject a request from any Participating bank that 

contravenes any section of the Guidelines. 

11.0 Responsibilities of Stakeholders:  
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For the effective implementation of the Fund and for it to achieve the desired 

objectives, the responsibilities of the stakeholders shall include:  

a. The CBN  

The Central Bank of Nigeria shall:  

• Articulate clear guidelines for the implementation of the Fund 

• Provide Fund for the Intervention  Determine the limits of the Fund.  

• Specify the rate at which BOI and Participating Banks will lend under the 

Fund.  

• Carry out verification/monitoring of projects under the Fund.   

• Monitor the implementation of the Fund and publish periodic reports on its 

performance.  

• Request BOI to render periodic returns as may be specified from time to 

time.  

• Build capacity of stakeholders  

• Review the Fund guidelines as may be necessary from time to time  

b. The Organised Private Sector Associations (MAN, NASME, etc)  

The Organised Private Sector Associations shall:  

• Accredit would-be beneficiaries of the Fund  

• Ensure prompt repayment of loans by members  

c. Bank of Industry (BOI)   

The BOI shall:   

• Issue debenture covering the funds to be invested by CBN  

• Lend the proceeds of debenture  to PBs at 1%  

• Put in place appropriate institutional arrangements for disbursing, 

monitoring and recovering the amount obtained under the Fund 
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• Render periodic returns on the participation of Banks under the Fund to the 

Central Bank of Nigeria  

d. The Participating Banks (PB[s])   

The PB(s) shall: 

• Grant credit facilities to Manufacturers at a rate of 7% p.a.;  

• Approve requests under the Fund based on normal business consideration 

and exercising appropriate due diligence;    

• Render periodic returns under the Fund as may be specified by the CBN 

and BOI from time to time; and  

• Monitor the projects during the loan period.  

• Collaborate with Organised Private Sector Associations to ensure efficient 

utilization and prompt repayment of funds.  

• Comply with the guidelines of the Fund  

e. Borrower    

  The borrower shall:  

• Utilise the funds for the purpose for which it was granted.   

• Insure the project being financed.  

• Adhere strictly to the terms and conditions of the Fund.  

• Make the project and records available for inspection/verification by the 

CBN and BOI.  

• Comply with the guidelines of the Fund.  

12.0 Discontinuation of a Credit Facility  

Whenever a loan is repaid or the facility is otherwise discontinued, the participating 

bank shall advise the BOI immediately, giving particulars of the credit facility.  

Any outstanding amount under the facility is to be refunded to the BOI.   

13.0 Amendments  
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These Guidelines shall be subject to review from time to time as may be deemed 

necessary by the CBN.  

14.0 Enquiries and Returns  

All enquiries and returns should be addressed to:  

The Director,   

Development Finance Department,  

Central Bank of Nigeria, Corporate Headquarters Central Business 

District, Abuja.  

Telephone No: 234-09-46238600  

 

Development Finance Department   

Central Bank of Nigeria, Abuja.   

April 16, 2010  
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1.0 Establishments of the Scheme:  
1.1 The Small and Medium Enterprises Equity Investment Scheme is a voluntary 

initiative of the Bankers’ Committee approved at its 246th Meeting held on 21st 
December, 1999.  

 1.2 The initiative was in response to the Federal Government’s concerns and 
policy measures for the promotion of Small and Medium Enterprises (SMEs) as 
vehicles for rapid industrialisation, sustainable economic development, 
poverty alleviation and employment generation.  

1.3 The Scheme requires all banks in Nigeria to set aside ten (10) per cent of their 
Profit after Tax (PAT) for investment and promotion of small and medium 
enterprises.  

  
2.0 Purpose of the Scheme:  
2.1 The 10% of the Profit After Tax (PAT) to be set aside annually shall be invested in 

small and medium enterprises as the banking industry’s contribution to the 
Federal Government’s efforts towards stimulating economic growth, 
developing local technology and generating employment.  

2.2 The funding to be provided under the scheme shall be in the form of loans or 
equity investment or a combination of both in eligible enterprises.   

  
3.0 Activities Covered By the Scheme:  
3.1  Every legal business activity is covered with the exception of:  

(i) Trading/merchandising  
(ii) Financial Services  

 
4.0 Definition of a Small & Medium Enterprise:  
4.1 For the purpose of this scheme, a small and medium enterprise is defined as any 

enterprise with a maximum asset base of N1.5 billion (excluding land and working 
capital), and with no lower or upper limit of staff. 

This is subject to review by the Bankers’ Committee from time to time.  

5.0 Eligibility for Funding:  
5.1 To be eligible for funding under the Scheme, a prospective beneficiary shall:  

(i) Comply with the provisions of the Companies and Allied Matters Act (1990) 
such as filing of annual returns, including audited financial statements; and  

(ii) Comply with all applicable tax laws and regulations and render regular 
returns to the appropriate authorities.  

  
6.0 Modalities of the Scheme:  

6.1     Funds invested by participating banks shall be in the form of loans or equity 
investment or a combination of both in eligible enterprises.  

6.2  Interest on loan shall be single digit subject to a maximum of 9%.  
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7.0 Definition of Equity:  
Equity is defined as ordinary and preference shares.    
However, the coupon rate for preference share shall not be more than 9%.  
  
8.0 Limit of Equity Ownership:  
The limit of equity ownership shall be in compliance with the provisions of BOFIA.  
 

9.0 Maximum Amount Investable In Any Enterprise:  
Maximum amount investable in any enterprise is limited to 20% of the bank’s annual 
set aside funds subject to a maximum of N500 million.  
 

10.0 Sectoral Allocation:  
Real/Service Sector 90% maximum; and Microfinance 10% minimum.   
 

11.0 Deadline for Investing Funds/Investment Exit:  
i. The time limit to invest the funds set aside shall be 12 months after the AGM of 

the bank.  

ii. Banks shall remain equity partners in the business enterprises for a minimum of 
3 years after which they may exit anytime.  

 
12.0 Incentives/Sweeteners:  
There shall be annual award in various categories to the best performing banks 
under the SMEEIS.  
13.0 Sanctions and Penalties:  
On expiry of period of grace, after the date of setting aside of the funds:  
13.1 The CBN shall debit the banks that have not invested and invest such funds in 

treasury bills for six (6) months after expiry of the deadline.  The interest earned 
would be used to administer the scheme.  

13.2 Thereafter, existing venture capital companies and banks could bid to manage 
and invest the funds through proposals made to the Bankers’ Sub-Committee 
on the SMEEIS for final approval by the Banker’s Committee.  

  
14.0 Continuity of the Scheme:  
The Scheme shall continue after the first five years but banks’ contributions to SME 
reserves to thereafter reduce to 5% of Profit after Tax.  
  
15.0 Mode of Investments and Other Related Issues:  
15.1 Equity under the scheme may be in the form of fresh cash injection and/or 

conversion of the existing debts owed to participating bank.  
15.2 A participating enterprise may obtain more funds by way of loans from banks 

in addition to equity investment under the scheme.  
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15.3 Eligible enterprises are free to approach any bank, including those they 
presently have relationship with, to seek funding under the scheme.  
Prospective beneficiaries should note that the banks may operate the 
scheme directly, through their wholly owned subsidiary venture capital 
companies or through venture capital companies floated by consortia of 
banks or through independent venture capital companies.  

15.4 Prospective beneficiaries are advised to seek the opinion of third party 
consultants such as lawyers, accountants and valuers in determining the value 
to be placed on the assets and capital of their businesses in order to determine 
a fair price before or during negotiations with the banks.  

  
16.0 Requirements by Beneficiaries:  

16.1  Beneficiaries will be expected to:  
(a) Ensure prudent utilisation of funds;  
(b) Keep up-to-date records on the companies’ activities under the 

Scheme;  
(c) Make the companies’ books, records and structures available for 

inspection by the appropriate authorities (including banks and the 
CBN) when required;  

(d) Comply with guidelines of the Scheme; and  
(e) Provide monthly financial and operational reports to the investing 

banks before the 15th of the next succeeding month.  
16.2 The recommendations of industrial associations, particularly Manufacturers 

Association of Nigeria (MAN); National Association of Chambers of Commerce, 
Industry, Mines and Agriculture (NACCIMA); National Association of Small and 
Medium Scale Enterprises (NASME); and National Association of Small Scale 
Industries (NASSI) will be mandatory for members of these associations.  
Membership of recognised NGOs engaged in entrepreneurial development 
and promotion of small and medium scale enterprises will also be an 
advantage.  

   
17.0 Presidential consultative Advisory Committee (PCC):  

A PCC comprising members from the following institutions shall be set-up for 
the scheme:  
(a) The Central Bank of Nigeria (Chairman)  
(b) The Bankers’ Committee;  
(c) The Presidency;  
(d) Federal Ministry of Finance  
(e) Federal Ministry of Industry;  
(f) Manufacturers Association of Nigeria (MAN);  
(g) National Association of Chambers of Commerce, Industry, Mines and 

Agriculture (NACCIMA);  
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(h) National Association of Small Scale Industries (NASSI);  
(i) National Association of Small and Medium Enterprises ((NASME); and  
(j) Development Finance Department of the CBN shall be the Secretariat of 

the Committee.  
 

18.0 Bankers’ Committee Sub-Committee on the SMEEIS:  
18.1 There shall be a Standing Sub-Committee on the SMEEIS appointed by the 

Bankers’ Committee to determine issues relating to the SMEEIS and report to it 
for final determination and approval.  Ad-hoc Sub-Committees could also be 
appointed from time to time as the need arises to determine specific issues 
relating to the SMEEIS.   

Membership of the Bankers’ Committee Sub-Committee on SMEEIS shall include:   
(a) Bankers’ Committee Representative  – Chairman  
(ii)  The Central Bank of Nigeria    - Member  
(iii)   Selected representatives of banks  - Members  

  
19.0 Secretariat for Bankers’ Committee Sub-Committee on the SMEEIS:  
19.1 There shall be a Secretariat for the Bankers’ Committee Sub-Committee on the 

SMEEIS on PCC on the SMEEIS at the Development Finance Department of the 
Central Bank of Nigeria.  

  
20.0 Identified Key Stakeholders:  
The identified key stakeholders include:  

(i)  The Federal Government;  
(ii) The Central Bank of Nigeria;  
(iii) The Bankers’ Committee;  
(iv) Individual banks;  
(v) Independent Fund Managers;  
(vi) The Securities and Exchange Commission; and (vii)  Promoters of Small 

and Medium Enterprises.  
  
21.0 Responsibilities of Stakeholders:  
21.1 The Federal Government:  

(i) Stable macro-economic environment;  
(ii) Stable and reliable regulatory and legal framework;  
(iii) Adequate Physical Infrastructure;  
(iv) Prudent fiscal regime; and (v)  Capacity building.  

Specifically, the responsibility of the Government with respect to the 
implementation of the SMEEIS is to pass the enabling legislation to provide the 
following tax reforms and incentives:  
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• Make the bank’s contribution to the Scheme enjoy 100% investment 
allowance;  

• Reduce tax paid by SMEs to 10%;  
• Provide 5 years tax holidays to the SMEs under the Scheme; and ¾ 

Exempt divested fund under the Scheme from Capital Gain Tax. 
21.2 The Central Bank of Nigeria:  
(i) Ensure sound financial system; 
(ii) Liaise with the Federal Ministry of Finance to ensure that the required 

tax incentives are granted;  
(iii) Monitor the implementation and gather statistics to quantify the impact 

of the scheme;  
(iv) Articulate clear guidelines for the implementation of the Scheme;  
(v) Liaise with the SEC to facilitate and simplify the registration of venture 

capital operators;  
(vi) Ensure each banks’ compliance with the guidelines of the Scheme and 

penalise erring banks in accordance with the penalty stipulated for 
non-compliance;  

(vii) Capacity building;  
(viii) Disseminate information on the scheme to SMEs and the larger public;  
(ix) Prepare annual progress report; and  
(x) Provide data for the review of the Scheme after 5 years for the Bankers’ 

Committee.  
21.3 The Bankers’ Committee:  

(i) Obtain the cooperation of the major stakeholders;  
(ii) Disseminate information on the Scheme to SME Promoters and the 

larger public;  
(iii) Oversee joint collaborative efforts under the scheme;  
(iv) Monitor the implementation of the Scheme;  
(v) Capacity Building; and  
(vi) Review the Scheme after five (5) years.   

21.4 Individual Banks:  
(i) Provide funds for investment in SMEs;  
(ii) Comply with the guidelines of the Scheme;  
(iii) Report on the activities of the Scheme on monthly basis to the 

Development Finance Department of the Central Bank of Nigeria; 
and  

(iv) Capacity building.  
21.5 Independent Fund Manages:  
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(i) Manage equity investment in SMEs on behalf of the banks;  
(ii) Report on the activities of the investment to the banks on a monthly 

basis;  
(iii) Provide strategic support to Small and Medium Enterprises to 

minimise the risk of the investments;  
(iv) Exit the investment at the instance of the bank;  
(v) Comply with the guidelines of the Scheme; and  
(vi) Register with the SEC.  

21.6 Promoters of Small and Medium Scale Enterprises: 
(i) Ensure prudent utilisation of funds;  
(ii) Keep up-to-date records on project activities for inspection by 

the appropriate authorities when required; and  
(iii) Comply with the guidelines of the Scheme.    

21.7 The Securities and Exchange Commission (SEC):  
(i) Facilitate and simplify registration of venture capital operators;  
(ii) Provide enabling environment, specifically, the development of the 

capital market; and  
(iii) Liaise with other arms of Government to ensure that SMEs have 

access to the market.  
  
BANKERS’ COMMITTEE  
REVISED: APRIL, 2006  
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Guideline for the Interest Drawback Programme 

Definition  

1. The interest Drawback Programme (IDP) is established to reduce the burden of 

interest paid on loans by clients under the Agricultural Credit Guarantee Scheme 

Fund.  The reduction which is a rate referred to as the IDP rate shall be 

determined by the Central Bank of Nigeria, from time to time.  

2. The IDP rate shall be determined by the monetary authority (CBN) at the 

beginning of each financial year and announced through the Monetary and 

Credit Policy Guidelines.  The rate could be amended during the year as 

deemed necessary based on the ruling interest Rate.  

3. The interest drawback shall only be granted to the beneficiary through the 

borrower’s bank account where the loan is liquidated within the stipulated 

repayment period with a maximum grace period of three months.  

Establishment of the Fund  

4. The Interest Drawback Programme was established jointly by the Federal 

Government of Nigeria (FGN) and the Central Bank of Nigeria (CBN) to provide 

relief on interest paid by farmers for loans under the Agricultural Credit 

Guarantee Scheme Fund (ACGSF).   

5. The IDP has been established with a fund of N2.0 billion (Two billion Naira), named 

the IDP Fund.  It was subscribed to by the Federal Government of Nigeria (60 per 

cent) and the Central Bank of Nigeria (40 per cent).  

6. The IDP Fund shall not be part of the existing authorized or paid-up share capital 

of the ACGSF.   

Purpose of the Fund  

7. The Interest Drawback Programme is an interest rate rebate programme set up 

to assist farmers borrowing under the ACGSF to reduce their effective borrowing 

rates, without reintroducing a dual interest rate regime into the economy nor 

contradicting the existing deregulation policy of the government.  

8. The IDP is presently available to farmers borrowing under the ACGSF only.  

9. The purpose of the Fund is to provide interest rate rebate to farmers who borrow 

at market determined rates by granting them a drawback of a certain 

percentage of the interest paid.  The operating IDP rate shall be communicated 
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to the participating banks at the beginning of every year and also whenever it 

changes during the year.  

Management of the Scheme  

10. The Fund shall be under the management of the Central Bank of Nigeria, which 

is also the Managing Agent for the ACGSF, Administrative work and policies 

relating to the IDP at the Head Office of the CBN shall be handled by the 

Development Finance Department of the Bank headed by the Director of 

Development Finance.  The Development Finance Offices in the CBN Branches 

or Currency Centres in the States where the loans are granted under the ACGS 

will recommend qualified beneficiaries of the IDP to the Head Office for 

consideration and approval.  

Procedure under the Scheme  

11. Under the IDP, farmers shall borrow from the lending banks at market-determined 

rates and after the liquidation of the loan; they shall be entitled to interest 

drawback at the predetermined IDP rate.  

12. All applications for interest drawback shall be made by the lending banks on 

behalf of their customers on the form prescribed for that purpose (Form IDP/1).  

13. Each lending bank shall prepare, in triplicate, the schedule (Form IDP/1) of all 

eligible customers and forward the original and duplicate to the Head, 

Development Finance Office of the CBN Branch/Currency Centre in the state 

where the loan transaction took place or the nearest CBN Branch/Currency 

Centre. The lending bank shall retain the triplicate.  

14. Each Schedule will reflect the particulars of customers from the specified bank 

branch.  The schedule will indicate the farmers’ names, ACGSF Guarantee 

Certificate number, the loan amount, duration, interest paid, date of full 

repayment, and the amount for which drawback is applied.  Thus, for instance, 

a farmer borrowing N100,000 at 30 per cent market rate for one year would pay 

N30,000 as interest to the lending bank.  However, supposing the IDP rate at the 

time of borrowing was, say, 40 per cent, that farmer, on liquidating the loan, shall 

be able to draw back N12,000.  His/her effective borrowing rate has therefore 

been reduced by 40 per cent.  

15. The Head, Development Finance Office in the CBN Branch/Currency Centre shall 

examine the schedule as to the validity of the borrowers’ names, loan amount, 
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duration, date of full repayment, interest charged and the interest drawback 

entitlement.  If found correct in all respects, he shall jointly sign the schedule with 

the lending bank official before forwarding the original to the Director, 

Development Finance Department at the CBN Head Office.  

16. The Director shall ensure that the schedule is duly considered and if found correct 

in all respects shall issue a cheque to the lending bank within 15 days and advise 

the bank to credit the account of the customers with the approved interest 

drawback entitlement (amount).  

17. The account of the beneficiary shall be credited by the lending bank promptly 

in accordance with the relevant CBN guidelines on the number of days for 

clearing cheques.  

Eligibility for Drawback Claim  

18. To qualify for the IDP, the farmer must have repaid both loan principal and 

interest within the agreed tenor.  However, a graced period of three months for 

repayment may be allowed but drawback entitlement shall be calculated only 

up to the scheduled date for the final repayment of the loans.  This means that 

interest accruing during the grace period will not be paid of the amount to be 

refunded.  

19. Borrowers that liquidate loans after the expiration of the guarantee 

certificate/grace period are not eligible and shall be disqualified.  A loan for 

which repayment period is extended after the expiration of the original 

guarantee certificate shall not qualify to benefit under the IDP.  

Relevant Documents Required for Processing Drawback Claims  

20. The following supporting documents shall be required for processing interest 

drawback applications:  

a) Completed Form IDP/1 from the lending bank in triplicate.  The lending bank 
shall retain the triplicate for record purposes.  

b) Original ACGSF guarantee certificate in respect of the beneficiaries.  
Other terms and conditions  

21. Loans under the IDP shall be subject to all terms and conditions for borrowing 

under the ACGSF.  
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Development Finance Department, 

Central Bank of Nigeria, Abuja. 

December, 2002 
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Guidelines for the Agricultural Credit Guarantee Scheme 

 

Establishment of the Fund 

1. An Agricultural Credit Guarantee Scheme Fund has been established by the 

Federal Military Government under the Agricultural Credit Guarantee 

Scheme Fund Decree 1977(Decree No. 20) and as amended on 13th June, 

1988. 

2. The decree originally provided for a Fund of N100 million subscribed to by the 

Federal Military Government (60 per cent) and the Central Bank of Nigeria (40 

per cent).  The share and called-up capital of the Fund has been increased 

to N3.0 billion 

Purpose of the Fund 

3. The purpose of the Fund is to provide guarantee in respect of loans granted 

by any bank for agricultural purposes as defined below (see para. 5) with the 

aim of increasing the level of bank credit to the agricultural sector.  “Loan” 

under the decree includes advances, overdrafts and any credit facility and 

should be taken as such wherever it is used in these guidelines and other 

circulars.

Management of the Scheme 

4. The Fund is under the management of the Agricultural Credit Guarantee 

Scheme Fund Board and the Central Bank of Nigeria is the Managing Agent 

for the administration of the Scheme.  The work relating to the Scheme at the 

Head Office of the Central Bank is handled in the Development Department 

of the Bank headed by the Director.   In order to avoid delay, much of the 

work relating to the operations of the Scheme will be done at the Central 

Bank Office in the state in which any transaction under the Scheme takes 

place. 

Agricultural purposes for which loans can be guaranteed 

5. The Agricultural purposes in respect of which loans can be guaranteed by the 

fund are those connected with:- establishment or management of plantation 

for the production of rubber, oil palm, cocoa, coffee, tea and similar crops; 
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(a) The cultivation or production of cereal crops, tubers, fruits of all kinds, 

cotton, beans, groundnuts, sheanuts, benniseed, vegetables, pine-

apples, bananas and plantains; 

(b) Animal husbandry, that is to say, poultry, piggery, cattle rearing and the 

like, fish farming and fish capture; 

(c) Processing in general where it is integrated with a least 50% of farm 

output e.g. cassava to garri, oil palm fruit to oil and kernel, groundnut 

to groundnut oil, etc. 

(d) Farm machinery and hire services. 

Forms of Security for Loans 

6. The security which may be offered to a bank for the purpose of any loan 

under the scheme may be one or more of the following:- 

(a) a charge on land in which the borrower holds a legal interest or a right 

to farm, or a charge on assets on the land including fixed assets, crops 

or livestock; 

(b) a charge on the movable property of the borrower; 

(c) a life assurance policy, a promissory note or other negotiable security;

(d) stocks and shares;

(e) a personal guarantee; 

(f) any other security acceptable to the bank. For loans of N20, 000.00 

(twenty thousand naira) and below, banks are not expected to 

demand tangible securities and feasibility reports. 

Procedure for Making an Application for Loan 

7. All applications to banks for loans under the Scheme shall be made on the 

form prescribed for the purpose. 

8. Applications should be completed in triplicate, one copy of which will be 

stamped by the bank concerned and forwarded immediately to the nearest 

office of the Central Bank in the State in which the bank is situated or as may 

be otherwise directed.  Correspondence from the bank to the applicant on 

the application should be copied to the office of the Central Bank to which 

a copy of the application was sent. 

9. Applications received by banks should be processed promptly and it is hoped 

that the period elapsing between the submission of an application under the 
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Scheme and its disposal will not exceed 60 days.  It is appreciated that banks 

may call for information, which has not been sufficiently provided by the 

applicant.  Officials of the Fund may call on banks, which have apparently 

not acted within a reasonable time on any application submitted to them. 

10. All applications under the Scheme should be treated by banks with the same 

degree of diligence, good faith and competence with which they would 

normally be expected to treat all applications for loans received in the normal 

course of their banking business. 

Banks’ Assistance to Loan Applicants 

11. If a bank rejects any request for a loan under the Scheme, the bank should 

give reasons for the rejection to the person making the request.  It should also 

specify the steps the person should take to enable him to comply with the 

bank’s requirements.  Copies of the bank’s letters to the applicant should be 

sent to the office of the Central Bank to which the copy of the original 

application was sent. 

Safeguard In Respect of Certain Loans 

12. Where a loan or any portion of it in respect of which a guarantee is to be 

sought under the Scheme is to be used to purchase livestock, machinery or 

farming equipment, the loan or that portion of it as the case may be must not 

be paid to the borrower.  Instead, the bank must pay it to the supplier who 

will furnish the bank with a copy of the delivery note or other documents in 

evidence of the delivery of the livestock, machinery or farming equipment to 

the borrower. 

Form and Terms of Loan Agreement 

13. In compliance with S.8 of the Agricultural Credit Guarantee Scheme Fund 

Decree, every agreement for a loan in respect of which a guarantee is to be 

given must be in writing and must show the amount of loan, the rate of interest 

and the duration of the loan.  The duration of each loan, including 

moratorium period if any, should be strictly relevant to the gestation period of 

the project being financed. 

14. Banks should remind prospective borrowers under the Scheme that it is an 

offence for which one may be imprisoned for five years to apply the loan for 

purposes other than those for which they are given. 
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Limits of Liability of the Fund in Respect of Guarantees 

15. The maximum liability of the Fund in respect of any guarantee given under 

the Scheme will be fixed from time to time by the Commissioner for Finance. 

16. For the time being, the liability of the Fund will be 75 per cent of the amount 

in default net of any amount realized by the bank from the security it got from 

the borrower, subject, in the case of a loan to an individual, to a maximum of 

N1,000,000 and, in the case of a loan to a co-operative society or a corporate 

body, to a maximum of N10,000,000. 

17. Where two or more banks jointly finance a project, the above limit of the 

Fund’s     liability will apply to the total loan granted by all the banks. 

18. In such cases, the Fund will deal with only one of the banks that may be 

nominated for the purpose by all the banks concerned as if it has granted the 

whole loan alone. 

19. Apart from the Head Office of the Central Bank of Nigeria, offices have been 

established in all branches and currency centres of the Central Bank to deal 

with Agricultural Credit Guarantee Scheme.  The offices are manned by 

officers who function under the overall control of the Branches Controller or 

Currency Officer of the Central Bank in each branch or currency centre.

20. In order to ensure that matters connected with the Scheme are dealt with as 

expeditiously as possible, these officers will deal with such matters in the state 

in which they are located unless banks are otherwise directed. 

Arrangements for Guarantee 

Circumstances under which guarantee may be given 

21. Any loan granted by a bank or jointly with another bank or other banks for 

agricultural purposes in accordance with the provisions of the Agricultural 

Credit Guarantee Scheme Fund Decree 1977 will be eligible for guarantee by 

the Fund.  Guarantee of such loans will, for the time being, be granted 

automatically except in such cases as in paragraph 25 below. 

22. In case of doubt as to whether an application for a loan is in accordance with 

the Decree or not, the bank should seek clearance from the Fund. 

23. Where a bank granted a loan to a farmer which was guaranteed by the Fund 

and it resulted in claims being paid by the Fund, such a bank should not grant 
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that borrower any fresh loan under the Scheme without prior clearance from 

the Fund. 

Application for Guarantee 

24. Application for guarantee under the Scheme should be made by banks to 

the Fund on Form ACGSF/1.  Every application should be numbered and 

completed in triplicate.  Two copies of the form should be forwarded to the 

Controller of the Central Bank branch or Currency Officer of the Central Bank 

currency centre in the State in which the bank applying for guarantee is 

located or as may otherwise be directed, not later than two weeks after the 

loan has been granted. 

Issue of Guarantee Certificate 

25. One of the conditions for a guarantee under the Scheme is that the Fund will 

have the right to inspect the books and accounts of the bank in respect of 

the guaranteed loan and that the bank will secure for the Fund by obtaining 

suitable undertaking from the borrower, the right to inspect the establishment 

in respect of which the loan has been granted and to call for or examine all 

details of the guaranteed account, if considered necessary by the Fund. 

26. When the Fund receives an application for guarantee from a bank, it will issue 

a certificate in the prescribed form (Form ACGSF/2 to the bank.  The Fund 

shall not be required to sign any other document in this respect. 

Enhancement/Reduction of Guaranteed Credit Facility 

27. If a bank grants an increase in a loan in respect of which a guarantee has 

already been given by the Fund, it must advise the Fund as soon as the 

increase is granted.  If this increase is more than 25 per cent of the initial loan, 

the bank must obtain prior approval of the Fund.  This should be done on Form 

ACGSF/3, which must be numbered, and sent to the appropriate office in 

duplicate.  An endorsement to this effect will be issued by the Fund on Form 

ACGSF/5.  Where the total loan eventually drawn by a borrower is lower than 

the amount guaranteed by the Fund, the bank shall advise the Fund of the 

new amount which shall now be regarded as the guaranteed loan. 

Extension of a Guarantee 

28. Where the term of a guaranteed credit facility is to be extended, the bank 

will after fully satisfying itself of the justification for such extension, advise the 
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Fund of its intention accordingly on Form ACGSF/4 in duplicate.  Such advice 

should be submitted at least one month before the expiry of the existing 

guarantee.  An endorsement to this effect will be issued on Form ACGSF/5. 

Variation in other Terms and Conditions of a Guaranteed Loan 

29. Where a bank approves a change in any of the other terms and conditions 

governing a loan in respect of which a guarantee has been issued, it must 

advise the Fund as soon as such approval is given. 

Repayment or Discontinuation of a Credit Facility 

30. Whenever a guaranteed advance is repaid or the credit facility is otherwise 

discontinued, the bank should advise the Fund immediately, giving particulars 

of the Guarantee Certificate. 

Invoking the Guarantee 

31. Temporary default on the instalmental repayment of a guaranteed loan need 

not be reported to the Fund if the bank has no intention, merely on the basis 

of such a default, either to discontinue the facility or to call up the loan. 

32. If, however, the bank does not succeed in its efforts to regularize the account 

and calls up the loan, it should serve the Fund with a “Notice of Default” by 

completing Form ACGSF/6 in duplicate copies and of the correspondence 

between the bank and the customer since the default was noticed should be 

attached in duplicate. 

33. Where a default relates to a lump sum repayment or the last instalmental 

repayment of a loan, the bank should serve the Fund with “Notice of Default” 

as in paragraph 32 above. 

34. After giving “Notice of Default” in the prescribed manner, the bank should 

make further efforts as it thinks fit to recover the amount in default from the 

borrower or his sureties, if any, and may, for that purpose, dispose of any 

security obtained in respect of the loan if possible. 

35. If any balance remains outstanding after the above step has been taken, or 

where the recovery of any amount outstanding is impracticable, the bank 

may apply to the Fund for payment on “Guarantee Claim” Form ACGSF/7in 

accordance with terms of the guarantee. 

36. If within six months from the date of receipt of “Notice of Default” no 

“Guarantee Claim” form is received by the Fund, it will be presumed that the 
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bank has recovered its loan and the Fund shall be deemed to have been 

discharged from its liability under the guarantee. 

37. A claim under the guarantee should be submitted in duplicate by the Head 

Office of the bank to the Fund at the Head Office of the Central Bank on the 

prescribed form (Form ACGSF/7).  In order to facilitate prompt settlement of 

claim, the bank should ensure that the application is complete in all respects 

and that the pre-requisites as set out in the Scheme are duly complied with. 

38. If the claim is in order, the amount payable under the guarantee will be 

remitted to the Head Office of the claiming bank by a crossed cheque or 

draft.  A receipt for the amount so paid should be issued immediately by the 

claiming bank. 

39. Upon a payment being made as provided for above, the Fund shall be 

deemed to have been discharged from all its liabilities under the guarantee.  

40. The amount received from the Fund in settlement of a claim under the 

Scheme must not be credited to the account of the borrower who will remain 

liable to the bank for his total indebtedness.  After invocation of the 

guarantee, the bank should continue to exercise the same diligence in 

recovering the amount in all the ways open to it as it might have exercised if 

no guarantee had been issued by the Fund. 

41. The balance of a loan outstanding in respect of which a claim has been paid 

by the Fund must not be written off by the bank without the specific consent 

in writing of the Fund. 

42. The Fund if considered necessary will publish names of defaulters in the 

newspapers. 

Procedure Regarding Sharing of Recoveries 

43. All recoveries made by a bank on an account in respect of which it has 

invoked the guarantee shall be shared between the Fund and the bank in 

the ratio in which they shared the loss.  A statement showing recoveries made 

so far on the account after invoking the guarantee should be submitted to 

the Fund while remitting the Fund’s share of such recoveries.  Such share 

should be remitted to the Fund not later than the end of the month in which 

it is received.  Where this is not possible because it is received around the end 

of the month, it must be forwarded to the Fund in the following month. 
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Submission of Returns 

44. Banks will submit to the Fund progress reports as in Form ACGSF/8 showing 

particulars of the guarantee advances as at the end of December each year.  

The report should reach the office of the Central Bank in the State not later 

than 28 days from the end of the year. 

45. The Fund may call for such other returns from time to time as it may require. 

Agricultural Credit Guarantee Scheme Fund, 

C/O Central Bank of Nigeria, 

P.M.B. 12194, 

Lagos. 

FEBRUARY, 1990 
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Website: www.cbn.gov.ng         
Email: info@cbn.gov.ng  
 

Ref:  FMD/DIR/GEN/CIR/07/006      October 6, 2016     

 
To:  The General Public 
 
 

GUIDELINES FOR GRANTING LIQUID ASSET STATUS TO SUKUK  
INSTRUMENTS ISSUED BY STATE GOVERNMENTS  
 
In view of the need to foster financial system and economic growth and 

development, as well as complement the efforts of government at various levels, 

the Central Bank of Nigeria (CBN) has approved “Guidelines for Granting Liquid 

Asset Status to Sukuk Instruments Issued by State Governments”, to enhance the 

diversification of sources of funding for development at the sub-national levels.  

  

Consequently, members of the public and relevant stakeholders are requested to 

note the said Guidelines as contained below for operations in the Nigerian financial 

markets.  

  
Thank you.   

  
Dr. (Mrs.) Angela Sere-Ejembi  
For: Director, Financial Markets Department  
 

 

 

CENTRAL BANK OF NIGERIA   
Corporate Head Office,    
Central Business District,   
P.M.B. 0187,    
Garki, Abuja  –   F.C.T.   

http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
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GUIDELINES FOR GRANTING LIQUID ASSET STATUS TO SUKUK 
INSTRUMENTS ISSUED BY STATE GOVERNMENTS 

Definition of Terms  

Irrevocable Standing Payment Order (ISPO) – A written mandate given by the issuer 

(state government) of a Sukuk to the Accountant General of the Federation (AGF) 

authorising the AGF to deduct, at source, predetermined sums of money from the 

statutory allocation of the issuer  

Issue Date – The date on which a Sukuk is issued  

Maturity Date – The date on which a Sukuk becomes due and payable  

Secondary Market – The market where previously issued instruments are traded  

Sinking Fund – A fund into which an issuer sets aside money over time, in order to 

retire its debt instruments  

Sukuk – Certificates of equal value representing undivided shares in the ownership 

of tangible assets, usufructs and services or (in the ownership of) the assets of 

particular projects or special investment activity  
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 1.0 INTRODUCTION  

Financial deepening is gradually gaining ground in the Nigerian financial landscape 
with the introduction of new financial products, including non-interest financial 
instruments, to cater for the diverse financial needs of the populace and 
government at various levels. Hence, the adoption of Sukuk issuance by state 
governments in Nigeria, as an alternative means of financing public expenditure, 
will contribute to the deepening of the financial system. In the same light, it is 
expected that other levels of government as well as interested supra-national 
financial organisations may get involved in Sukuk structuring at some time in the 
future.    

Thus, to ensure the sustainability of this development, the Central Bank of Nigeria 
(CBN) has considered the need to enhance the quality of Sukuk instruments, by 
issuing these guidelines to provide for eligibility for the grant of liquidity status to Sukuk 
issued by state governments at its discount window as well as for the purpose of 
liquidity ratio computation.  This will further deepen the market and promote 
investment and secondary market activities.  

2.0 ELIGIBILITY CRITERIA  

2.1 Enabling Legislation  
The Sukuk issuance shall be backed by a law enacted by the relevant State House 
of Assembly, specifying that a sinking fund to be fully funded from the consolidated 
revenue fund account of the state be established.  
 

2.2 Fiscal Responsibility Law  
The state government shall have in place a fiscal responsibility law, with provisions 
for public debt management, in order to enhance investor confidence.  
 

2.3 State Debt Management Department  
The state government shall establish a debt management department in order to 
ensure transparency and professional management of debt issues.  
 
2.4 Credit Rating  
The Sukuk shall, at inception and throughout its tenor, be of investment grade as 
determined by a rating agency accredited by the Securities and Exchange 
Commission (SEC).   
 

2.5 Utilisation of Proceeds  
A SEC confirmation that the proceeds have been disbursed in line with the provisions 
of the prospectus shall be submitted to the Director, Financial Policy and Regulation 
Department (FPRD) of the CBN at the anniversary of the Sukuk issuance. 
Subsequently, SEC confirmation shall be required on amounts that have not been 
disbursed by the first anniversary.  
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2.6 Repayment Structure – Sinking Funds  
Repayment structure shall be from a funded sinking fund account (supported by a 
legislated irrevocable standing payment order (ISPO) and/or other legislated 
sources of repayments disclosed in the offer documents).  

The Trustee(s) to the Sukuk shall submit to Director, FPRD, CBN every six months: (a) 
a statement of accounts of the sinking funds’ investments and (b) a statement of 
declaration on the sufficiency of the sinking funds’ investments and investment 
income in meeting maturing and redemption obligations.  
The Trustees shall advise the Director, FPRD, CBN on the action taken in the event 
that the Trustees are of the opinion that the sinking fund may be insufficient or there 
may be the likelihood of default, in line with Sections 255 and 256 of the Investment 
and Securities Act, 2007 or any amendment thereto.  
 

2.7 Irrevocable Letter of Authority   
The Accountant General of the State shall issue an Irrevocable Letter of Authority to 
deduct at source from the statutory allocation due to the state, approved by the 
Federal Minister of Finance, in the event of default by or failure of the state to meet 
its payment obligations.   
 
2.8 Tenor of the Sukuk  
The state government Sukuk shall be limited to a maximum maturity of ten (10) years, 
in order to be considered for liquid asset status.  
 
2.9 Approval  
The state government shall provide evidence of approval from both the SEC and 
the Federal Minister of Finance for the issuance of the Sukuk.  
 

3.0 BENEFITS OF LIQUID ASSET STATUS  
3.1 Risk-Weights for Capital Adequacy Ratio  

For the purpose of computing the capital adequacy ratio of banks, state 
government Sukuk with liquid asset status shall be assigned a weight of 20 percent 
or as may be prescribed by the CBN from time to time.  
Sukuk with liquid asset status will also qualify as a liquid asset for the purpose of 
computing banks’ liquidity ratio.  
 

3.2 Repurchase Transactions  
State government Sukuk, which meets the criteria for liquid asset status shall be 
eligible for repurchase (repo) transactions at the CBN. The collateral provided by 
counterparties towards the repo shall have a “haircut” applied as may be 
prescribed by the CBN from time to time. 
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4.0 INVESTMENT LIMITS  
The maximum investment a bank shall make in any Sukuk issuance of a state 
government or its agencies is limited to 10% of the total amount outstanding of that 
Sukuk. This is an investment limit per issue and not per issuer.  
The aggregate portfolio of a bank in Sukuk issued by state governments and their 
agencies shall not exceed 30% of the bank’s total portfolio in debt securities. Debt 
securities for this purpose include: Nigerian Treasury Bills, FGN Bonds, 
FGNguaranteed notes, sovereign debt notes, and any other Nigerian sovereign 
debt securities, CBN bills, bonds collateralised with FGN bonds, state government 
bonds, state government agency bonds, corporate bonds and dated preference 
shares.  
The underwritten positions of the state government Sukuk shall not be regarded as 
investments and, therefore, will not be considered in determining these limits. 
However, a monthly return on the underwritten positions and the sell-off strategy 
shall be rendered to the Director, Banking Supervision Department (BSD) of the CBN.  

5.0 CEILING ON LENDING TO SUB-NATIONAL GOVERNMENTS  
Eligible state government Sukuk shall not be included in the computation of the 10 
percent ceiling on lending to all tiers of government as specified in the CBN Circular, 
reference BSD/DIR/GEN/CIR/03/011, dated June 26, 2009.  
 
6.0 RISK-WEIGHTS FOR SUKUK THAT DO NOT QUALIFY AS LIQUID ASSETS  
6.1 Capital Adequacy Ratio   
For the purpose of computing the capital adequacy ratio of  banks, state 
government Sukuk that do not qualify as liquid assets shall be assigned a riskweight 
of 50 percent or as may be prescribed by the CBN from time to time.  
 
6.2 General Issues   
The state government Sukuk shall comply with all the relevant provisions of the 
Investment and Securities Act, 2007, including amendments thereto as well as SEC 
rules, as may be prescribed from time to time.  
 
7.0 APPLICATION PROCEDURE AND OTHER MATTERS  

These guidelines shall apply to both previously issued state government Sukuk and 
new issues.  State governments seeking liquid asset status for their Sukuk shall apply 
to the Director, FPRD, CBN through their financial advisers.  The CBN shall regularly 
publish, on its website, state government Sukuk that qualify for liquid asset status.  
8.0 REVIEW OF THE GUIDELINES  

These guidelines shall be reviewed from time to time.  

  

Dr. Alvan E. Ikoku  
Director, Financial Markets Department  
Central Bank of Nigeria, Abuja  
October 6, 2016  
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GUIDELINES FOR THE USE OF AMCON BONDS IN CBN OPERATIONS  

  
  
   

ISSUED APRIL 8, 2011  
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I. Introduction  
 

The CBN currently conducts operations under the Standing Lending Facility for 
overnight transactions, and for terms up to 90 days using term repurchase (repo) 
transactions. Under these facilities the eligible collateral is; CBN Bills, FGN Treasury 
Bills and FGN Treasury Bonds.   
The purpose of this guideline is to outline the terms and conditions under which 
Government guaranteed zero-coupon bonds issued by the Asset Management 
Corporation of Nigeria (AMCON) can be used in the current CBN operations. The 
existing operations using CBN and FGN securities are unchanged, but are under 
review in light of the recently issued Nigerian Global Master repurchase Agreement 
(MRA).      
II. Eligibility and Limits  
The CBN will accept all AMCON bonds as collateral in its operations from Money 
Market Dealers.      
III. Pricing  
In the absence of reliable secondary market yields the CBN will use an equivalent 
modified duration FGN bond yield in determining the yield (and accordingly the 
price) of AMCON bonds. Initially, no liquidity premium will be added to the FGN 
bond yield but when AMCON bonds are fully traded then actual yields may indicate 
that a premium or discount could be appropriate.  
The CBN will undertake the following steps in determining the amount to be lent:  

1. Establishing the equivalent modified duration bond yield,  
2. Calculate the resulting price for the zero-coupon bond (for the given 

settlement date),  
3. Apply a haircut of 5 percent haircut (i.e. price / 1.05) for repos of less than 30 

days, and of 10 percent (i.e. price/1.10) for repos between 31 and 90 days.   
The haircut is applied to compensate the CBN for the risk that the value of securities 
could fall during the period of the repo. The longer the repo, the greater the risk that 
the value of the securities could fall during the period of the transaction; hence the 
justification for a higher haircut for repos longer than 30 days.       
The amount to be repaid at maturity of the repo is calculated on the basis of, the 
amount lent, the applicable repo rate and the numbers of days of the repo.  
 
 IV.  Initiation and Settlement  
 A bank must submit a request to Central Securities Clearing System Ltd (CSCS) for it 
to transfer the security from the account of the bank to the account of the CBN. The 
bank will in turn provide to the CBN, a copy of the confirmation that the securities 
have been transferred. This confirmation must be provided to the Market Liquidity 
Management Office in CBN Lagos, in line with current deadlines. Based on the 
above stated pricing, the discounted price will be credited to the bank’s account 
at the CBN.  At maturity of the repo, the bank’s account at the CBN will be debited 
with the repayment amount and securities will be credited to the bank’s account 
at the CSCS.    
V. Example 
An institution wishes to raise funds on February 4, 2011 through a 24-day repo of 
N5,000,000,000 zero-coupon AMCON bonds at the CBN rate of 9.50 percent.    

Settlement date:      4-Feb-11 
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Coupon:        0% 
Maturity date:       30-Dec-13 
Nominal value:      N 5,000,000,000 
Yield on equivalent FGN 
bond: 10.78% 

Price / 100        73.663 
Market Value:       3,683,150,000.00 
Haircut        1.05 
Amount to be discounted 
(repaid) 3,683,150,000.00 /  1.05 

          3,507,761,905.00 

Amount to be lent   =  3,507,761,905.00 – (3,507,761,905.00*.0950*24/365)  
  =  3,485,850,405.98   

  
O.F. Owolabi  

Director, Financial Markets Department  
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1.0 Introduction  

Consistent with the objectives of enhancing efficiency in the Foreign Exchange 
Market and deepening trading liquidity and risk management in the Nigerian 
foreign exchange market, the Central Bank of Nigeria (CBN) is releasing these 
guidelines for operating its foreign exchange (FX) forwards auctions.  

2.0 Guidelines  

The Central Bank of Nigeria (CBN) shall adopt the Wholesale Dutch Auction System 
for the forwards auction. Consequently, the guidelines for operating the system are 
as follows:  

2.1. The Central Bank of Nigeria (CBN) shall offer to Authorised Dealers short tenored 
FX forwards of 1, 2 and 3 months through the Wholesale Dutch Auction System 
(WDAS-FWD).  
2.2. The CBN shall announce on Wednesdays the specific maturity dates for each 
tenor being auctioned alongside the WDAS-SPT notice by 8:30am on the auction 
days through the Reuters Dealing 3000 Xtra system. The CBN may state the amounts 
on offer in the notice. Copies of the announcement shall also be published on the 
CBN website www.cbn.gov.ng and may be obtained from the Financial Markets 
Department of the Central Bank of Nigeria at the following location:  

Abuja: 8th floor, Wing C  
CBN Head Office  
Central Business District, Abuja  
Fax: 09-46237841  
Tel: 09-46237871, 46237870, 4627838, 46237836   

2.3. The CBN’s objective for boosting trading liquidity in the forwards market is to 
offer risk management support to the exchange rate risk exposures of the end-users.  
Therefore, all the FX forward purchases by the Authorised Dealers from the CBN must 
be trade-backed. Authorised Dealers are therefore expected to evidence the 
existence of the trade transactions before bidding for FX forward purchases from 
the CBN on behalf of their customers.  
2.4. Authorised Dealers shall submit their bids on Wednesdays via Reuters Dealing 
3000 Xtra system to the Abuja dealing line. In the event that the Reuters Dealing 
system is unavailable at 2.45pm, Authorised Dealers shall place bids by calling 
directly the CBN Dealing Room, Abuja. All bids received via the telephone calls must 
be regularised and a hard copy delivered to either the CBN FMD Lagos or Abuja 
office no later than 5pm on the day of the auction. The hard copies shall be signed 
by the persons whose signatures are given on the Authorised Dealers’ valid 
specimen form at the CBN’s disposal.  The hard copies submitted to CBN FMD are 
only to regularise the bids already placed via the telephone.    
2.5. The Authorised Dealers shall submit their bids stating the forward points (i.e. 
forward rates minus the spot rate) and not forward rates, duly signed by two 
authorised signatories for any particular auction session between 2:00pm and 
3:00pm on the day of auction. The Authorised Dealers will explicitly state the points 

http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
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as (+) points for premium or (-) points for discount. The relevant spot rate shall be the 
weighted average rate of successful bids of the just concluded WDAS-SPT of that 
day. The weighted average rate shall be announced with the WDAS-SPT result. The 
points bid shall be expressed to four decimal places.   
For example, from a calculated forward rate by the Authorised Dealer of N152.1704 
for a 1M forward, the Authorised Dealer shall bid +1.8696 which is the N152.1704 less 
the communicated weighted average rate of N150.3008. However, if the forward 
rate is N148.4312 and the spot rate remains N150.3008, the Authorised Dealer shall 
bid -1.8696. The signs are important as in some cases they may be negative.    

2.6. An Authorised Dealer shall submit a single bid on a single tenor per auction. The 
bid format shall be advised by the Financial Markets Department.  
2.7. The minimum bid amount by an Authorised Dealer for each tenor offered shall 
be $500,000.00 (five hundred thousand dollars) and the currencies of transaction 
shall be the Nigerian Naira (NGN) and United States dollar (USD).  
2.8. The CBN reserves the right to determine the amount sold on each tenor and 
shall exercise its discretion over the amount sold on each tenor to a single Authorised 
Dealer.  
2.9. The CBN shall announce the result of each auction by 4:00pm on the day of the 
auction via an electronic platform – CBN website and/or news wire service e.g. 
Reuters. This announcement may include both the marginal and weighted average 
points of all the successful bids at the auction. A copy of the results shall be 
communicated by Financial Markets Department (FMD) to the Financial Markets 
Dealers Association. The detailed results shall later be made available to the market.  
2.10. The maximum spread of 50 kobo is allowed on the sale of forwards with less 
than three (3) months tenor whilst 75 kobo is allowed for tenors above 3 months.   
2.11. FX forwards bought from the CBN are not transferable in the inter-bank market.  
Authorised Dealers shall bid only on behalf of their customers.   
2.12. Authorised Dealers are only allowed to sell the forwards bought from the CBN 
only as forwards to their customers. US Dollars purchased from the WDASFWD must 
be utilised by the end-user that purchased the forwards within five (5) business days 
after settlement. However, where there have been swap transactions on the funds, 
the 5-day utilisation rule shall commence only after the maturity of the final swap. 
All unutilised funds would be sold to CBN at the lower of the WDAS-FWD rate at which 
the funds were purchased and current WDAS-SPT selling rate.  
2.13. Authorised Dealers shall ensure that their operating accounts are adequately 
funded on the maturity dates of the forward purchase. The 1% commission shall be 
calculated on the forward rate and debited on the settlement date. Maturity dates 
shall be set at spot date (T+2) plus the number of days for the one-month, two-month 
or three-month benchmarks, in line with internationally accepted practice.   
All forwards sold to the CBN must also be settled to the CBN SPECIAL FEM ACCOUNT 
with JP Morgan Chase, New York.  

2.14. The CBN expects the Authorised Dealers not to have any position impact on 
the FX forwards bought from the CBN as the forwards are bought on behalf of 
customers.  The blotters should be immediately updated once the Authorised  
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Dealer’s success at the auction is known through the announced result and the 
Authorised Dealers’ purchases are simultaneously sold-down to customers.  
2.15. Authorised Dealers are to maintain separate blotters for their CBN FX Trading 
(spot and forwards) transactions and their Inter-bank/Autonomous trading 
transactions.  
2.16. Authorised Dealers are to file reports with the CBN on any customer that 
defaults on its obligations under forward contracts. The USDollars shall be sold back 
to the CBN and treated as un-utilised funds. The CBN shall not tolerate defaults by 
the end-users. Authorised Dealers are expected to exercise due diligence and 
adopt counterparty risk management standards in managing their market risk 
exposures in their FX forwards trading business.    
2.17. Furthermore, Authorised Dealers are advised to manage counterparty risk in 
the context of their overall credit risk management framework and encouraged to 
upgrade their market risk management practices and processes in order to achieve 
this goal.  
2.18. The CBN shall also be prepared to purchase forwards from Authorised Dealers. 
Details of this facility shall be advised by the Financial Markets Department.   
2.19. Forward contracts shall be recognized as off-balance sheet exposures in the 
books of Authorised Dealers.   
 
3.0 FX Swaps  
 
3.1. The CBN expects the Authorised Dealers to support the end-users’ requests for 
extension and acceleration of their existing forward contracts with FX swap 
contracts.1 The CBN cannot offer every tenor to match end-users’ varying 
requirements so broken dates i.e. tenors in between 1M and 2M benchmarks or 2M 
or 3M benchmarks should be supported by a purchase of the nearest benchmark 
which can later be extended or accelerated by FX swap contracts.   
 
3.2. The CBN shall offer Authorised Dealers standing FX swap facilities in 7-day, 14-
day and 21-day tenors. Authorised Dealers shall call the CBN Dealing Room for swap 
transactions based on quotes published on the CBN website. The confirmation 
templates for FX swap transactions are annexed to the Nigerian Master FX 
Agreement (NMFA).  
 
3.3. All FX swap transactions with customers must be appropriately priced, 
documented and posted in the books of the Authorised Dealers.  
 

                   
1 The CBN recognises the fact that when an Authorised Dealer executes a swap sale (i.e. buy spot/sell 
forward) with an end-user, the USDollar from the forward will be delivered to the Authorised Dealer and the 
end-user will buy another forward. Due to the fact that the end-user is seeking an extension, the Authorised 
Dealer will invest the delivered USDollar for the tenor of the forward leg of the swap.  When the Authorised 
Dealer executes a swap buy (i.e. sell spot/buy forward) the enduser is accelerating its request for USDollar 
utilisation. The Authorised Dealer will therefore be granting the end-user access to its USDollar liquidity ahead 
of the maturing forward. This is similar to a loan. The telex date for the end-user’s transaction will therefore 
precede the date of the end-user’s receipts of its USDollar from its FX forward transaction i.e. the maturity date 
of its original forward transaction. When the forward matures and the CBN delivers the USDollar, the 
Authorised Dealer will receive this from the end-user as repayment for the liquidity (loan) it granted the end-
user via the spot sale and forward bought.  
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3.4. In order to ensure that the end-users have access to  competitive swap rates, 
the Financial Markets Dealers Association (FMDA) will develop daily swap fixings for 
7, 14 and 21 days. These swap fixings will be widely published in the newspapers.    

3.5. Contravention of any of these regulations shall attract appropriate sanctions as 
spelt out in the provisions of relevant laws and CBN guidelines.  
 
4.0 Supremacy of the Guidelines  

These Guidelines supersede the Guidelines for FX Derivatives and Modalities for CBN 
FX Forwards dated January 2011.  

O.F. Owolabi  
Director, Financial Markets Department 
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GUIDELINES FOR FX DERIVATIVES IN THE NIGERIAN 
FINANCIAL MARKETS Issued March 22, 

2011 

1.0  Introduction  

Development of the Nigerian financial markets and assurance of financial system 
stability are two of the four reform pillars of the Central Bank of Nigeria (CBN). The 
CBN has therefore articulated various financial markets reforms after a series of 
sensitisation workshops with market operators. The reforms cover products, 
practices, regulation and supervision. The objective of the CBN is to make our 
financial markets global, organised, liquid and diversified.  The development of 
the financial markets will enhance the transmission of monetary policy and 
minimize risk to financial system stability.  

In support of the various initiatives led by the Authorised Dealers, over the years, 
in deepening the Nigerian inter-bank foreign exchange market, the CBN is 
releasing these guidelines on risk management products Authorised Dealers are 
allowed to offer to their customers and the modalities under which the CBN 
intends to boost the trading liquidity in these products.   

The Authorised Dealers are expected to be professional in their conduct in 
ensuring the efficient operations of the FX market. It is imperative to mention that 
the FX market is under the CBN jurisdiction and Authorised Dealers should avoid 
causing a shutdown of the market for any reason. Also, unprofessional conduct 
by the staff of the Authorised Dealers shall not be tolerated.    
 

2.0 Approved Products  

The approved hedging products are FX Options, Forwards (Outright and 
NonDeliverable), FX Swaps and Cross-Currency Interest Rate Swaps. Notably, 
Authorised Dealers are now allowed to offer European-styled FX call and put 
option contracts to their customers and in the inter-bank market. The CBN shall 
grant approvals for Authorised Dealers that qualify to engage in Options. Details 
on the approval process shall be released in due course. All hedge transactions 
with the customers must be backed by trade (visible and invisible) transactions.   

3.0 Prudential Guidelines on FX Options  

The Financial Policy & Regulation and Banking Supervision Departments of the 
CBN will be developing detailed prudential guidelines on FX Options. These will 
cover qualifying criteria, limits, capital adequacy charge, spot-hedge position 
limits (in the absence of a developed inter-bank options market), accounting, 
returns, staffing requirements, market risk management standards, internal 
controls standards, etc. Authorised Dealers shall apply to the Banking Supervision 
Department for approvals to deal in FX Options after which they shall be required 
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to make presentations to the CBN.  This presentation shall cover:  strategy, treasury 
competence, trading systems, market risk management, internal controls, etc.  
 
4.0 FX Forwards (Outright and Non-Deliverable)  

Outright FX transactions have always been approved by the CBN. In order to 
provide hedging opportunities for customers (investors) with long-term 
perspectives and providing customers with a choice as to where to bank and 
where to hedge, the CBN is now allowing Non-Deliverable Forwards (NDFs). All 
hedge transactions with the customers must be backed by trade (visible and 
invisible) transactions.  All settlements of NDFs shall be in Naira.  

The maximum tenor allowed for FX Forwards and by implication FX Swaps and 
Cross-Currency Interest Rate Swaps is now extended to five (5) years. Authorised 
Dealers may seek specific approval for longer tenors.   

As the NDFs will require benchmarks for settlement, the FMDA is expected to ensure 
appropriate governance over the inter-bank spot market.   
 

5.0 Trading Liquidity in Cross-Currency Interest Rate Swap (CCIRS)    

With the anticipated external interest in financing infrastructural gaps in Nigeria, 
the CBN is supporting the Authorised Dealers with CCIRS trading liquidity. The CBN 
shall be willing to provide hedges for CCIRS to support projects with long-term 
foreign exchange exposure. All CCIRS requests to the Financial Markets 
Department (FMD) of the CBN shall therefore be project-backed. The FMD shall 
issue detailed guidelines on the CCIRS structures offered by the CBN. Until 
otherwise determined, the CBN shall not deal in synthetic CCIRS and therefore 
principal amounts of the currencies (Naira and US Dollar) will have to be 
exchanged.   
 

6.0 Trade-Backed Requirement  

The CBN objective for boosting the trading liquidity in the FX derivatives market is 
to offer risk management support to the exchange rate risk exposures of the end-
users. Therefore, Authorised Dealers are to ensure that their customers are 
hedging trade (visible and invisible) -related foreign exchange exposures in their 
obligations and not speculating on the Naira.     

The minimum trade documents that an end-user shall present before it can 
engage in a derivative trade are:  

-Visible Trade:  

• Form M  

• Pro forma Invoice  
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• Managing Director/Chief Executive and Chief Finance Officer’’s Statement of 
Provisional Eligible Transaction 

-Invisible Trade:  

• Form A   

• Demand Note/Invoice (as appropriate)  

• Agreement/Certificate of Capital Importation/Official Documentary Proof (as 
appropriate)  

• Managing Director/Chief Executive and Chief Finance Officer’s Statement of 
Provisional Eligible Transaction 

For enhanced market liquidity, Authorised Dealers can engage in the approved FX 
derivatives products with their customers and other Authorised Dealers.    

To encourage competitiveness in the pricing of the hedging products, end-users 
will be allowed to execute their hedging transactions where they receive the best 
prices/rates and are not compelled to hedge with the Authorised Dealer holding 
their trade documents.  
Authorised Dealers holding an end-user’s trade documents will send written 
confirmations on the end-user’s trade documents in its possession to another 
Authorised Dealer that intends to hedge the end-user (i.e. hedging Authorised 
Dealer).  
This confirmation to the hedging Authorised Dealer will be at the request of the 
enduser to the Authorised Dealer in possession of the documents.  A copy of the 
request will be forwarded by the end-user to the hedging Authorised Dealer. 
Authorised Dealers in possession of trade documents must not delay the 
confirmation of the trade documents in their possession to the hedging Authorised 
Dealers.  
 

7.0 Accounting & Market Valuation Methodologies  

Authorised Dealers will be required to maintain confirmations of all their 
transactions in FX derivatives and record same in their books as off-balance sheet 
ledger entries. Authorised Dealers are expected to carry-out daily valuations of 
their positions in all the FX derivatives applying mark-to-market or mark-to-model 
methodology.    
 

8.0 Financial Statements and Returns  

All FX derivatives will be recognised as off-balance sheet exposures in their 
financial statements and CBN returns. The Banking Supervision Department shall 
review the set of returns submitted by the Authorised Dealers and may request 
additional returns to capture all hedged and un-hedged foreign exchange 
exposures.    
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9.0 Supremacy of the Guidelines  

These Guidelines supersede the Guidelines for FX Derivatives and Modalities for CBN 
FX Forwards dated January 2011. 

O.F. Owolabi  
Director  
Financial Markets Department   
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1.0  Introduction  

Development of the Nigerian financial markets and assurance of financial system 
stability are two of the four reform pillars of the Central Bank of Nigeria (CBN). The 
CBN has therefore articulated various financial markets reforms after a series of 
sensitisation workshops with the market operators. The reforms cover products, 
practices, regulation and supervision. The objective of the CBN is to make our 
financial markets global, organised, liquid and diversified.  The development of the 
financial markets will enhance the transmission of the monetary policy and minimize 
the risk to financial system stability.  
In support of the various initiatives led by the Authorised Dealers, over the years, in 
deepening the Nigerian inter-bank foreign exchange market, the CBN is releasing 
these guidelines on the risk management products Authorised Dealers are allowed 
to offer to their customers and the modalities under which the CBN intends to boost 
the trading liquidity in these products.   

The Authorised Dealers are expected to be professional in their conduct in ensuring 
the efficient operations of the Foreign Exchange (FX) market. It is imperative to 
mention that the FX market is under the CBN jurisdiction and Authorised Dealers 
should avoid causing a shutdown of the market for any reason. Also, unprofessional 
conduct by the staff of the Authorised Dealers shall not be tolerated.    

2.0  Approved Products  
The approved hedging products are FX Options, Forwards (Outright and 
NonDeliverable), FX Swaps and Cross-Currency Interest Rate Swaps. Authorised 
Dealers are now allowed to offer European-styled FX call and put option contracts 
to their customers and in the inter-bank market. All hedge transactions with the 
customers must be backed by trade (visible and invisible) transactions. The CBN shall 
grant approvals for Authorised Dealers that qualify to engage in Options. Details on 
the approval process shall be released in due course. 
 
3.0  Prudential Guidelines on FX Options  
The Financial Policy & Regulation and Banking Supervision Departments of the CBN 
will be developing detailed prudential guidelines on FX Options. These will cover 
qualifying criteria, limits, capital adequacy charge, spot-hedge position limits (in the 
absence of a developed inter-bank options market), accounting, returns, staffing 
requirements, market risk management standards, internal controls standards etc. 
Authorised Dealers shall apply to the Banking Supervision Department for approvals 
to deal in FX Options after which they shall be required to make presentations to the 
CBN.  This presentation shall cover:  strategy, treasury competence, trading systems, 
market risk management, internal controls etc.  
 
4.0 FX Forwards (Outright and Non-Deliverable)  
Outright Forward FX transactions have always been approved by the CBN. In order 
to provide hedging opportunities for customers (investors) with long-term 
perspectives and providing customers with a choice as to where to bank and where 
to hedge, the CBN is now allowing Non-Deliverable Forwards (NDFs). All hedge 
transactions with the customers must be backed by trade (visible and invisible) 
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transactions. As the NDFs will require benchmarks for settlement, the FMDA will 
ensure appropriate governance over the inter-bank spot market.   
The maximum tenor allowed for FX Forwards and by implication FX Swaps and 
CrossCurrency Interest Rate Swaps is now extended to five (5) years. Authorised 
Dealers may seek specific approval for longer tenors.   

5.0  Trading Liquidity in Cross-Currency Interest Rate Swap (CCIRS)    
With the anticipated external interest in financing infrastructural gaps in Nigeria, the 
CBN is supporting the Authorised Dealers with CCIRS trading liquidity. The CBN will 
be willing to provide hedges for CCIRS to support projects with long-term foreign 
exchange exposure. All CCIRS requests to the Financial Markets Department (FMD) 
of the CBN shall therefore be project backed.  The FMD will issue detailed guidelines 
on the CCIRS structures offered by the CBN. The CBN shall not deal in synthetic CCIRS 
for now, therefore, principal amounts of the currencies (Naira and US Dollar) will 
have to be exchanged.  

6.0  Trading Liquidity in FX Forwards & Modalities for CBN FX Forwards Operations  
The CBN intends to offer to Authorised Dealers short-tenored FX forwards to boost 
the trading liquidity in hedging products. With a deep forward market it is believed 
that the demand for foreign exchange will smoothen out and accelerated demand 
in reaction to anticipatory depreciation in Naira will reduce.  
Consequently, the modalities for the CBN FX forwards operations are detailed as 
follows:   

6.1. Documentation   
A Nigerian Master FX Agreement (NMFA) shall be executed by any Authorised 
Dealer that intends to engage in CBN FX Forwards. Specific transactions shall be 
backed by confirmations duly executed by the signatories of the Authorised 
Dealers.   
Similarly, Authorised Dealers shall execute Master FX Agreements with their 
customers.  

6.2. Trade-Backed Requirement  
The CBN objective for boosting the trading liquidity in the forwards market is to offer 
risk management support to the exchange rate risk exposures of the customers 
therefore all the FX forward purchases by the Authorised Dealers from the CBN must 
be tradebacked. Authorised Dealers are therefore expected to evidence the 
existence of the trade transactions before bidding for FX forward purchases from 
the CBN on behalf of their customers.  

6.3. Auction Style  
The Bank shall adopt multiple-price Dutch Auction System. The auctions shall be 
referred to as Wholesale Dutch Auction System – Forwards (WDAS–FWD) in  
USDollar/Nigerian Naira.   
The auctions shall be conducted by the CBN on Monday and Wednesday on the 
same day with WDAS-SPT for 1, 2 and 3-month forwards. The CBN may choose to 
offer longer tenors.   
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6.4. Auction Notice and Timing   
The CBN will announce the amount on offer and the specific maturity dates for each 
tenor being auctioned alongside the WDAS-SPT notice released at 8.30am on 
auction days. The auction for forwards shall be conducted between 2PM and 3PM.  

6.5. Bid Format  
Authorised Dealers shall have no more than one bid (volume and forward points) 
on a single tenor. The Authorised Dealers shall bid forward points and not forward 
rates i.e. forward rates plus/minus the spot rate. However, the Authorised Dealers will 
explicitly state the points as (+) points for premium or (-) points for discount. The 
relevant spot rate shall be the weighted average rate of successful bids of the just 
concluded WDASSPT of that day. The weighted average rate shall be announced 
with the WDAS-SPT result. (For example, from a calculated forward rate by the 
Authorised Dealer of N152.1704 for a 1M forward the Authorised Dealer shall bid 
+1.8696 which is the N152.1704 less the communicated weighted average rate of 
N150.3008. If the forward rate had been N150.3008 and the spot rate N152.1704, the 
Authorised Dealer shall bid -1.8696. The signs are important as in some cases they 
may be negative).  The points bid shall be expressed to four decimal places.   

6.6. Bidding Platform  
The bids shall be submitted via electronic means which for now is the Reuters 
Dealing 3000 Xtra System. In the event that the Reuters Dealing system is unavailable 
at 2.45pm, Authorised Dealers can place bids by calling the CBN Dealing Room, 
Abuja directly. All bids received must be delivered in hard copy to either the CBN 
FMD Lagos or Abuja office no later than 5pm on the day of the auction. The hard 
copies shall be signed by the persons whose signatures are given on the Authorised 
Dealers’ valid specimen form at the CBN’s disposal.  

6.7. Bid Result  
The results – marginal points and weighted average points shall be announced by 
4PM via an electronic platform – CBN website and/or other news wire service e.g. 
Reuters.  A copy of the results shall be communicated by Financial Markets 
Department (FMD) to the Financial Markets Dealers Association. The detailed results 
shall later be made available to the market.  

6.8. Minimum Allowable Bid Amount  
The minimum allowable bid amount by an Authorised Dealer for each tenor offered 
shall be $500,000.00  

6.9. Individual Allocation Limit  
The CBN reserves the right to adjust the amount sold on each tenor and shall 
exercise its discretion over the amount sold on each tenor to a single Authorised 
Dealer.   

6.10. Maximum Spreads  
The maximum spread of 50 kobo is allowed on the sale of forwards with less than 

three (3) months tenor whilst 75 kobo is allowed for tenors above 3 months. The 
spreads are graduated due to the attendant counterparty risk in forwards. 
Authorised Dealers are advised to implement adequate risk management 
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practices, to mitigate the counterparty risk, and generally upgrade their market risk 
management practices.  

6.11. Squaring the Forward Positions  
Authorised Dealers are allowed to sell the forwards bought from the CBN only as 
forwards to their customers. In circumstances where for any reason a customer has 
indicated that it will not meet its obligations under agreed forward interest or 
transaction, an Authorised Dealer can manage its exposures as it seems fit, whether 
through customer spot or forwards markets. FX purchased from the WDAS-SPT 
cannot be sold forwards to customers as it must be utilised within five (5) business 
days after settlement as per the WDAS-SPT guidelines (revised December, 2010).  

6.12. Transferability  
All FX forwards bought from the CBN are not transferable in the inter-bank market.   
Authorised Dealers are expected to bid on behalf of their customers.   
 

6.13. Settlement  
Authorised Dealers shall ensure their operating accounts are adequately funded on 
the maturity dates of the forward purchase. The 1% commission shall be calculated 
on the forward rate and debited on the settlement date. Maturity dates shall be set 
at spot date (T+2) plus the one month, two months or three months depending on 
the tenor. The maturity dates shall be set in line with internationally accepted 
practice.   
All forwards sold to the CBN must also be adequately settled to the CBN SPECIAL 
FEM ACCOUNT with JP Morgan Chase, New York.  
 

6.14. FX Position Impact  
The CBN expects the Authorised Dealers not to have any position impact on the FX 
forwards bought from the CBN as they are bought on behalf of customers.  The 
blotters should be immediately updated once the Authorised Dealer’s success at 
the auction is known through the announced result and the Authorised Dealers’ 
purchases are simultaneously sold down to customers.  
Authorised Dealers are to maintain separate blotters for their CBN FX Trading (spot 
and forwards) transactions and their Inter-bank/Autonomous trading transactions.  
 

6.15. Defaults by Customers  
Authorised Dealers are to file reports with the CBN on any customer that defaults on 
its obligations under forward contracts. In that circumstance the provision of 6.11 on 
selling spot or forward shall apply.  
 
7.0 FX Forward Purchases by the CBN  
The CBN shall also be prepared to purchase forwards from Authorised Dealers. CBN 
forward rates shall be advised from time to time.   
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8.0 Financial Statements and Returns  
Forward contracts will be recognised as off-balance sheet exposures in the books 
of Authorised Dealers. Banking Supervision Department will be reviewing the set of 
returns submitted by the Authorised Dealers to ensure the hedged and un-hedged 
foreign exchange exposures in the system are appropriately captured.    
 
 

Financial Markets Department   
January, 2011  
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PART D 
FINANCIAL POLICY AND REGULATION CIRCULARS, POLICIES AND 

GUIDELINES I 



325 
 

 



326 
 

  



327 
 

    

 

 

CENTRAL BANK OF NIGERIA CENTRAL BANK OF NIGERIA  
  

  

  

CODE OF CORPORATE GO CODE OF CORPORATE GOVERNANCE FOR 
   BUREAUX DE CHANGE IN 

  NIGERIA 
 

ISSUE DATE: 
    OCTOBER 

  24 ,  2018 
  

EFFECTIVE DATE: 
     APRIL 01, 2019   

  



328 
 

CODE OF CORPORATE GOVERNANCE FOR BUREAUX DE CHANGE 

1.0  Introduction 

Bureaux de Change (BDCs) are financial institutions licensed to carry on small scale 
foreign exchange business on a stand-alone basis in Nigeria, serve as tools for the 
management of exchange rate and provide economic data for monetary policy 
decisions. Their activities impact on exchange rates; hence BDCs are important 
players in the money market. 

In 2014, the Central Bank of Nigeria observed some deficiencies in the operational 
effectiveness of BDCs which militate against the achievement of their objectives. To 
address this challenge, the CBN commenced the reform of the sub-sector and 
issued revised guidelines which, among others, reviewed upwards the minimum 
capital requirement for BDCs. 

To further strengthen the institutions and reposition them to perform their statutory 
roles, the CBN hereby issues the Code of Corporate Governance for BDCs in Nigeria 
to complement extant operational guidelines and regulations on BDC business. 

1.1 Application 

The code shall apply to BDCs in Nigeria. 
 
2.0 Board and Management 

2.1  Responsibilities of the Board and Management 

2.1.1 The Board shall be accountable and responsible for the performance and 
affairs of the BDC. Specifically, and in line with the provisions in the Companies and 
Allied Matters Act (CAMA) 1990 (as amended), Directors owe the institution the duty 
of care and loyalty to act in the interest of the BDC’s shareholders and other 
stakeholders. 

2.1.2 Members of the Board are severally and jointly liable for the activities for the 
BDC. 

2.1.3  The Board shall define the institution’s strategic goals, approve its long and 
short-term business strategies and monitor their implementation by management. 

2.1.4 The Board shall determine the skills, knowledge and experience that members 
require which shall, at the minimum, be in line with the requirements of the Approved 
Persons Regime. 

2.1.5 The Board shall ensure that its human, material and financial resources are 
effectively deployed towards the attainment of set goals of the BDC. 
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2.1.6 The Board shall appoint the MD/CEO as well as top management staff and 
establish a framework for the delegation of authority in the BDC, which shall comply 
with extant regulations issued by the CBN from time to time.

2.1.7  The Board shall establish and monitor agreed performance targets for the 
management. 

2.1.8  The Board shall ensure that a succession plan is in place for the MD/CEO and 
other management staff. 

2.1.9 The Board shall consider, approve and monitor the implementation of the 
BDC’s budget, including setting expenditure limits for management. 

2.1.10 The Board shall ensure strict adherence to the Code of Conduct for BDC 
Directors.

2.2 Composition and Size of the Board 

2.2.1 The size of the Board of any BDC shall be limited to a minimum of three (3) 
and a maximum of five (5). 

2.2.2 The MD/CEO shall be the only Executive Director of a BDC. 

2.2.3 Members of the Board shall be persons of proven integrity and shall meet the 
requirements of the Revised Assessment Criteria of Approved Persons Regime. 

2.3 Separation of Powers 

2.3.1 The positions of the Board Chairman and the MD/CEO shall be separate. No 
one person shall combine the two positions in any BDC at the same time. For the 
avoidance of doubt, no executive Vice Chairman shall be allowed in the Board 
structure. 

2.3.2  Not more than two members of a family shall be on the board of a BDC at 
the same time. The expression 'family' includes director’s spouse, parents, children, 
siblings, cousins, uncles, aunts, nephews, nieces and in-laws. 

2.3.3  Where the BDC is a member of a holding company, not more than two family 
members shall be allowed to serve on the Boards of the BDC and the holding 
company. 

2.3.4  No two members of a family shall occupy the positions of Chairman and 
MD/CEO of a BDC. 
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2.4 Appointment and Tenure  

2.4.1 Members of the Board of Directors shall be appointed by the shareholders 
and approved by the CBN. 

2.4.2 To qualify for the position of a Non-Executive Director, it is required that the 
nominee shall not be an employee of a bank or other financial institution, except 
where the BDC is promoted by the bank or other financial institution and the 
proposed director is representing the interest of such an institution. 

2.4.3 The procedure for appointment to the Board shall be formal, transparent and 
documented in the Board charter. 

2.4.4 The appointment to the Board of BDCs shall be in accordance with extant 
regulations issued by the CBN from time to time. 

2.4.5 The track record of appointees shall be an additional eligibility requirement. 
Such records shall cover both integrity and past performance, in accordance with 
extant CBN guidelines. 

2.4.6 To ensure continuity and injection of fresh ideas, Non-Executive Directors of 
BDCs shall serve for a maximum of three (3) terms of four (4) years each.

2.4.7 The tenure of the MD/CEO of the BDC shall be in accordance with the terms 
of engagement for a tenure of five (5) years renewable every five (5) years subject 
to CBN approval. 

2.4.8 Where the BDC is a member of a Group or is owned by another financial 
institution, a director in the BDC may be allowed to serve on the Boards of the BDC 
and its holding company at the same time, provided the aggregate number of 
directors from the subsidiaries and associates at any point in time shall not exceed 
30 per cent of the membership of the Board of Directors of the holding company. 

2.4.9 To enhance effectiveness, all Directors shall have access to corporate 
information under conditions of confidentiality; undergo training and continuing 
education and have access to independent professional advice. 

2.5 Board Meetings 

2.5.1 To effectively perform its oversight functions and monitor management’s 
performance, the Board shall meet at least once every quarter. 

2.5.2 Minutes of meetings of the Board shall be properly written in English language, 
adopted and signed off by the Board Chairman and Secretary, pasted in the 
minutes book and domiciled at the BDC's Head Office. 
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2.5.3 Every Director shall attend all meetings of the Board. In order to qualify for re-
election, a Director must have attended at least two-thirds of all Board meetings in 
each financial year. 

2.5.4  Board meetings shall be deemed to be duly constituted where two-thirds of 
members are present, provided that a majority of directors at the meeting are Non-
Executive Directors’ (NEDs). 

2.5.5 The Board shall disclose, in the Corporate Governance Section of the Annual 
Report, the total number of Board meetings held in the financial year and 
attendance by each Director. 

2.6 Remuneration 

2.6.1 BDCs shall align executive and Board remuneration with the long term interests 
of their institutions and their shareholders. 

2.6.2  Levels of remuneration should not be excessive but sufficient to attract, retain 
and motivate management and members of staff of the BDC. 

2.6.3  Where remuneration is linked to performance, it shall be designed in such a 
way as to prevent excessive risk taking. 

2.6.4  Every BDC shall have a remuneration policy put in place by the Board of 
Directors, which shall be disclosed to the shareholders in the annual report. 

2.6.5  The MD/CEO shall not receive sitting allowances and Directors’ fees. 

2.6.6  Non-Executive Directors’ (NEDs) remuneration shall be limited to Directors’ 
fees, sitting allowances for Board meetings and reimbursable travel and hotel 
expenses. NEDs shall not receive salaries and benefits whether in cash or in kind, 
other than those mentioned above. 

2.6.7 BDCs shall disclose in their annual reports, details of the shares held by Directors 
and their related parties. 

2.7 Board Appraisal 

2.7.1 There shall be annual Board and Directors’ appraisal covering all aspects of 
the Board's structure, composition, responsibilities, processes, relationships and 
performance or as may be prescribed by the CBN. 

2.7.2 The annual Board appraisal shall be conducted by an independent 
consultant. The report shall be presented to shareholders at the AGM and a copy 
forwarded to the CBN by the independent consultant, not later than March 31 of 
the following year. 
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3.0 SHAREHOLDERS 

3.1 Rights and Functions of Shareholders 

3.1.1  Shareholders shall have the right to obtain relevant and material information 
from the BDC on a timely and regular basis. 

3.1.2 Shareholders shall have the right to participate actively and vote in general 
meetings. 

3.1.3 In addition to the traditional means of communication, BDCs are encouraged 
to have a website and communicate with stakeholders via the website, newsletters 
Annual General Meetings (AGMs) and/or Extraordinary General Meetings (EGMs). 
Such information shall include major developments in the BDC, risk management 
practices, executive compensation, establishment of investment in subsidiaries and 
associates, Board and top management appointments, sustainability initiatives 
including Corporate Social Responsibilities (CSR), and any other relevant 
information. 

3.2 Equity Ownership 

3.2.1  No government, ministry, department or agency shall have direct and/or 
indirect equity holding in any BDC. 

3.2.2  Except as approved by the CBN, no individual, group of individuals, their 
proxies or corporate entities and/or their subsidiaries shall own controlling interest in 
more than one (1) BDC. 

3.3 Protection of Shareholders’ Rights 

3.3.1   Every shareholder shall be treated fairly. 

3.3.2 The Board shall ensure that minority shareholders are adequately protected 
from overbearing influence of controlling shareholders. 

3.3.3 The Board shall ensure that the shareholders are promptly provided with 
documentary evidence of ownership interest in the BDCs such as share certificates, 
dividend warrants and related instruments. Where these are rendered 
electronically, the Board shall ensure that they are sent in a secure manner. 

3.4 General Meetings 

3.4.1 Notice of general meetings shall be as prescribed by the CAMA 1990 (as 
amended). 
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3.4.2 The Board shall ensure that the venue of a general meeting shall be convenient 
and easily accessible to the majority of shareholders. 

3.4.3  The Board shall ensure that unrelated issues for consideration are not lumped 
together at general meetings. Statutory business shall be clearly and separately set 
out. Separate resolutions shall be proposed and voted on each substantial issue. 

3.4.4 The Board shall ensure that decisions reached at general meetings are properly 
and fully implemented. 

4.0 Rights of other Stakeholders 

4.1.1 Employees, customers and other stakeholders of BDCs shall be able to freely 
communicate their concerns about illegal or unethical practices to the Board. 
Where such concerns bother on the activities of the Board, such individuals shall 
have recourse to the CBN in accordance with Section 3.4 of the Guidelines for 
Whistle Blowing for Banks and Other Financial Institutions in Nigeria. 

4.1.2 Where stakeholders’ interests are protected by law, stakeholders shall have the 
opportunity to obtain effective redress for violation of their rights. 

4.1.3 BDCs shall demonstrate good Corporate Social Responsibility (CSR) to their 
stakeholders such as customers, employees, host communities, and the general 
public. 

5.0 Disclosure and Transparency 

5.1 Disclosure 

5.1.1  In order to foster good corporate governance, BDCs are required to make 
timely, quality and robust disclosure beyond the statutory requirements in BOFIA 
1991 as amended, CAMA 1990, monetary policy guidelines, all rules and regulations 
as well as circulars issued by the CBN on foreign exchange activities/business from 
time to time. 

5.1.2 Disclosure in the annual and periodic financial reports or by any other 
appropriate means shall include, but not limited to, material information on: 

a. Exchange Rates applied in the preparation of the accounts. 

b. Rationale for all material estimates; 

c. Details on Directors: 

(i) Total NEDs' remuneration, including fees and allowances;  

(ii) Total Executive compensation, including bonuses paid/payable; 
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(iii) Organizational Structure. 

d. Governance structure; 

e. Risk Management; 

f. All regulatory/supervisory contraventions during the year under review and 
infractions uncovered through whistle blowing, including regulatory sanctions 
and penalties. 

g. Capital Structure/Adequacy; 

h. Opening and closure of branches; 

i. Any service contracts and other contractual relationships with related parties. 

j. Frauds and Forgeries. 

k. Sources and application of funds during the period of reporting. 

l. Details of all domiciliary accounts owned and maintained by the BDC. 

m. All customers’ complaints during the reporting period and actions taken 
thereon. 

n. Any matter not specifically mentioned in this code but which is capable of 
affecting in a significant form, the financial condition of the BDC or its status 
as a going concern. 

5.2 Transparency and Integrity in Reporting 

5.2.1  BDCs shall have a structure to independently verify and safeguard the 
integrity of their financial reporting, which shall enhance the independence and 
competence of the BDC’s internal and external auditors. 

5.2.2  Appointment of external auditors shall be approved by the CBN. 

5.2.3  External auditors shall render reports to the CBN on BDC’s risk management 
practices, internal controls and level of compliance with regulatory directives. 

5.2.4  The MD/CEO of a BDC shall certify in the statutory returns submitted to the 
CBN that he/she has reviewed the reports, and that based on his/her knowledge: 

i. The report does not contain any untrue statement of a material fact. 
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ii. The financial statements and other financial information in the report, fairly 
represent, in all material respects the financial condition and results of 
operations of the BDC as of, and for the periods presented in the report. 

5.2.5  Rendition of false information to the CBN shall attract appropriate sanctions 
including monetary penalties and suspension of the MD/CEO for six (6) months in the 
first instance and possible removal. 

5.2.6  There shall be due process in all the procedures of BDCs. 

5.2.7 Each BDC should have an Internal Auditor who shall report directly to the 
Board. The Internal Audit and Compliance functions may be merged and headed 
by one individual. 

5.3 Whistle Blowing 

5.3.1 BDC shall have a whistle-blowing policy made known to employees, customers 
and other stakeholders. 

5.3.2 The policy shall contain mechanisms, including assurance of confidentiality, 
that encourage all stakeholders to report any unethical activity to the BDC and/or 
the CBN. 

5.3.3 BDCs are required to submit returns on the compliance with the whistleblowing 
policy on a semi-annual basis to the Director, Other Financial Institutions Supervision 
Department, CBN, not later than 7 days after the end of the relevant period. 

6.0 Risk Management 

Every board of BDC shall put in place adequate systems, policies and procedures 
for the identification, measurement, monitoring and control of the risks inherent in its 
operations. 

7.0 Ethics & Professionalism and Conflict of Interest 

7.1 Ethics & Professionalism 

7.1.1 To make ethical and responsible decisions, BDCs shall comply with their legal 
obligations and have regard to the reasonable expectations of their stakeholders. 

7.1.2 BDCs shall ensure compliance with extant laws and regulations on Anti-Money 
Laundering and Combating the Financing of Terrorism (AML/CFT). 

7.1.3 BDCs shall put in place a code of conduct and disclose in the code or a 
summary of the code such information as: 

(i) the practices necessary to maintain confidence in the institution’s integrity; 
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(ii) the practices necessary to take into account their legal obligations and the 
expectations of their stakeholders;

(iii) The responsibility and accountability of individuals reporting and investigating 
reports of unethical practices. 

7.1.4 The Code shall: 

(a) commit the BDC, its Board and management (and employees) to the highest 
standards of professional behavior, business conduct and sustainable business 
practices; 
(b) be developed in collaboration with management and employees; 
(c) receive commitment for its implementation from the Board, the Managing 
Director/Chief Executive Officer and individual Directors of the company; 
(d) be sufficiently detailed as to give clear guidance to users including advisers, 
consultants and contractors; 
(e) be formally communicated to the persons to whom it applies; and  
(f) be reviewed regularly and updated when necessary. 

7.2 Conflict of Interest 

7.2.1 The Board of Directors shall be responsible for managing conflicts of interest. 
The policy shall, at the minimum, cover the following areas: 

a) Approval & Revision date; 
b) Definition of conflict of interest; 
c) Purpose of the Policy; 
d) Examples of conflict of interest situations; and 
e) Procedures to follow in situations of conflict of interest. 

7.2.2  The Board of Directors shall be responsible for managing conflicts of interest. 

7.2.3  Directors shall promptly disclose to the Board any real or potential conflict of 
interest that they may have regarding any matter that may come before the Board. 

7.2.4 Directors shall abstain from discussions and voting on any matter in which 
they have or may have a conflict of interest. 

7.2.5  Directors who are aware of a real, potential or perceived conflict of interest 
on the part of a fellow Director, have a responsibility to promptly raise the issue for 
clarification, either with the Director concerned or with the Chairman of the Board. 

7.2.6  Disclosure by a Director of a real, potential or perceived conflict of interest 
or a decision by the Board as to whether a conflict of interest exists shall be recorded 
in the minutes of the meeting. 
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8.0 Compliance 

8.1   All BDCs shall comply with the provisions of this Code. External auditors of BDCs 
shall report annually to the CBN, the extent of the BDC’s compliance with the 
provisions of this Code. 

8.2    Returns on the status of each institution’s compliance with this code shall be 
rendered to the CBN semi-annually (30th June and 31st December every year) or as 
may be specified by the CBN from time to time. The returns shall be addressed and 
submitted to the Director, Other Financial Institutions Supervision Department not 
later than 2 weeks after the end of the relevant reporting period.  

9.0 Sanctions 

Failure to comply with the Code will attract appropriate sanctions in accordance 
with section 64 BOFIA Cap B3 Laws of the Federation of Nigeria (LFN) 2004 or as may 
be specified in any applicable legislation or regulation.  

10.0  Effective Date  

This code shall take effect from December 1 2018.  
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CODE OF CORPORATE GOVERNANCE FOR MORTGAGE REFINANCECOMPANIES 
(MRCs) IN NIGERIA 

1.0 Introduction 

A mortgage refinance company (MRC) is a specialized, non-deposit taking 
financial institution established primarily to provide liquidity, medium to long term 
funding and/or guarantees to mortgage originators and housing finance lenders. 
The institution is expected to fund the housing deficit in Nigeria. It is also expected 
to intermediate between mortgage originators and the capital market through the 
purchase of eligible mortgages and issuance of bonds to finance the purchases. 

To achieve these objectives and the long-term strategic goals of its stakeholders, it 
is imperative that a MRC operates in an efficient manner based on sound corporate 
governance and ethical principles consistent with extant laws and regulations and 
international best practices. 

This Code is therefore developed to guide an MRC in its governance arrangement 
including the duties and responsibilities of its Board of Directors, Board Composition, 
Tenure, Committees and Appraisal. Other critical governance elements covered in 
the Code include Disclosure and Transparency, Rights of Shareholders and Other 
Stakeholders, Whistle Blowing, Code of Conduct and Ethics, Risk Management and 
Conflict of Interest. 

The Code is issued pursuant to the relevant provisions of the Central Bank of Nigeria 
(CBN) Act 2007, Banks and Other Financial Institutions Act (BOFIA) as amended CAP 
B3, Laws of the Federation of Nigeria (LFN) 2004, other relevant laws and extant CBN 
Guidelines and Circulars. 

1.1 Application 

The code shall apply to all licensed MRCs in Nigeria. 

2.0 BOARD AND MANAGEMENT 

2.1 Responsibility of the Board and Management 

2.1.1 The Board shall be accountable and responsible for the performance and 
affairs of the MRC. Specifically, and in line with the provisions of the Companies and 
Allied Matters Act (CAMA) 1990 (as amended), Directors owe the MRC the duty of 
care and loyalty to act in the interest of the MRC’s shareholders and other 
stakeholders. 

2.1.2 Members of the Board are severally and jointly liable for the activities of the 
MRC. 
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2.1.3 The Board shall define and document the MRC’s strategic goals, approve its 
long and short-term business strategies and monitor their implementation by 
management. 

2.1.4 The Board shall determine the skills, knowledge and experience that members 
require which shall, at the minimum, be in line with the requirements of the Approved 
Persons Regime. 

2.1.5 The Board shall ensure that its human, material and financial resources are 
effectively deployed towards the attainment of set goals of the company. 

2.1.6 The Board shall appoint the CEO as well as top management staff and establish 
a framework for the delegation of authority in the MRC, which shall comply with 
extant regulations issued by the CBN from time to time.

2.1.7 The Board shall establish and monitor agreed performance targets for the 
management. 

2.1.8 The Board shall set limits of authority, specifying the threshold for large 
transactions which it must approve before they take place. 

2.1.9 The Board shall ensure that a succession plan is in place for the MD/CEO and 
other executive Directors and Top Management Staff of the MRC. 

2.1.10 The Board shall consider, approve and monitor the implementation of the 
MRC’s budget, including setting expenditure limits for management and Board 
Committees. 

2.1.11 The Board shall approve credit facilities in line with the approved limits of 
authority of the MRC. 

2.1.12 the board shall ensure strict adherence to the CBN Code of Conduct for 
Directors of Banks and Other Financial Institutions in Nigeria. 

2.2 Composition and Size of the Board 

2.2.1   The number of directors on the board of a MRC shall be a minimum of seven 
[7] and a maximum of fifteen [15]. 

2.2.2 Members of the Board shall be persons of proven integrity and shall meet the 
requirements of the Revised Assessment Criteria of Approved Persons Regime. At 
least two (2) members of the Board of Directors other than the Executive Directors 
shall be required to have banking or related financial industry experience. 

2.2.3 The Board shall consist of Executive and Non-Executive Directors. The number 
of Non-executive Directors shall be more than that of Executive Directors. 
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2.2.4   The Board of MRCs shall consist of a minimum of two (2) Independent Non-
Executive Directors (INEDs). An Independent Director is a member of the Board of 
Directors who has no direct material relationship with the MRC or any of its officers, 
major shareholders, subsidiaries and affiliates. 

2.3 Separation of Powers of Board 

2.3.1   The positions of the Board Chairman and the MD/CEO shall be separate. No 
one person shall combine the two positions in any MRC at the same time. For the 
avoidance of doubt, no executive Vice Chairman shall be allowed in the Board 
structure. 

2.3.2    Not more than two members of a family shall be on the board of an MRC at 
the same time. The expression 'family' includes director’s spouse, parents, children, 
siblings, cousins, uncles, aunts, nephews, nieces and in-laws. 

2.3.3 No two members of a family shall occupy the positions of Chairman and 
MD/CEO or Executive Director of the MRC and Chairman or MD/CEO of an MRC’s 
subsidiary at the same time. 

2.4 Appointment and Tenure 

2.4.1 Members of the Board of Directors shall be appointed by the shareholders and 
approved by the CBN. 

2.4.2  To qualify for the position of a Non-Executive Director, it is required that the 
nominee shall not be an employee of a bank or other financial institution, except 
where the MRC is promoted by the bank or other financial institution and the 
proposed director is representing the interest of such an institution. 

2.4.3 The procedure for appointment to the Board shall be formal, transparent and 
documented in the Board charter. 

2.4.4 The appointment to the Board of MRC shall be in accordance with extant 
regulations issued by the CBN from time to time. 

2.4.5 The track record of appointees shall be an additional eligibility requirement. 
Such records shall cover both integrity and past performance, in accordance with 
extant CBN guidelines 

2.4.6 To ensure continuity and injection of fresh ideas, Non-Executive Directors of 
MRCs shall serve for a maximum of three (3) terms of four (4) years each. 

2.4.7 The term of office of an Independent Director shall be 4 years for a single term 
and a maximum of 8 years of two consecutive terms if reelected upon the expiration 
of the first term. 
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2.4.8 The tenure of the CEO of a MRC shall be in accordance with the terms of 
engagement with the MRC subject to a maximum period of ten (10) years. Such 
tenure shall be limited to two (2) terms of 5 years each.  Such a CEO shall not be 
eligible for appointment in that capacity in the MRC or its subsidiaries after the 
expiration of three (3) years following cessation of the tenure. 

2.4.9 To enhance their effectiveness, Directors shall have access to corporate 
information under conditions of confidentiality; undergo training and continuing 
education and have access to independent professional advice. 

2.5 Board Committees 

2.5.1   The Board shall establish at a minimum the following Committees: 

a)      Risk Management Committee 
b)      Audit Committee 
c)      Board Governance and Nominations Committee 
d)      Board Credit Committee 

Each MRC shall have a Risk Officer and Internal Auditor who shall report directly to 
the Committee(s) responsible for Risk Management and Audit function(s). 

2.5.2 Where there is a Remuneration Committee in addition to the four Committees 
prescribed in Section 2.5.1, the membership shall comprise NEDs only. Where both 
Committees (Remuneration Committee and Governance & Nominations 
Committee) are combined, its membership shall be drawn only from NEDs. 

2.5.3  The Remuneration Committee shall determine the remuneration of Executive 
Directors and management. 

2.5.4 The Board and its Committees shall each have a charter to be approved by 
the CBN. The charter shall be reviewed every three (3) years or as may be 
determined by the CBN from time to time. 

2.5.5  The Chairman of the Board shall not be a member of any Board Committee. 

2.5.6   All Board Committees shall be headed by Non-Executive Directors (NEDs). 

2.5.7  The Board Audit Committee (BAC) shall have unrestricted access to the 
financial records of the company including external auditors’ reports. 

2.5.8 The MD/CEO and other Executive Directors (EDs) shall not be members of the 
BAC. 

2.5.9  The Board shall not replace members of the BAC and External Auditors at the 
same time. 
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2.6  Board/Board Committees Meetings 

2.6.1 To effectively perform its oversight functions and monitor management’s 
performance, the Board and each of the Board Committees shall meet at least 
once every quarter. 

2.6.2  Minutes of meetings of the Board/Board Committees shall be properly written 
in English language, adopted by the Board/Board Committees and signed off by 
the Chairman and Secretary, pasted in the minutes book and domiciled at the 
MRC's Head Office. 

2.6.3  Every Director shall attend all meetings of the Board, and Board Committees 
in which he is a member. In order to qualify for re-election, a Director must have 
attended at least two-thirds of all Board and Board Committee meetings in each 
financial year. 

2.6.4 Board/Board Committee meetings shall be deemed to be duly constituted 
where two-thirds of members are present, provided that a majority of Non-Executive 
Directors are present at the meeting. 

2.6.5 The Board shall disclose, in the Corporate Governance Section of the Annual 
Report, the total number of Board and Board Committee meetings held in the 
financial year and attendance by each Director. 

2.7 Remuneration 

2.7.1 MRCs shall align top management and Board remuneration with the long  term 
interests of their institutions and their shareholders. 

2.7.2 Levels of remuneration should not be excessive but sufficient to attract, retain 
and motivate executive officers, management and members of staff of the MRC. 

2.7.3  Where remuneration is linked to performance, it shall be designed in such a 
way as to prevent excessive risk taking. 

2.7.4  Every MRC shall have a remuneration policy put in place by the Board of 
Directors, which shall be disclosed to the shareholders in the annual report. 

2.7.5 The MD/CEO and other Executive Directors shall not receive sitting allowances 
and Directors’ fees. 

2.7.6  Non-Executive Directors’ (NEDs) remuneration shall be limited to Directors’ 
fees, sitting allowances for Board and Board Committee meetings and reimbursable 
travel and hotel expenses. NEDs shall not receive salaries and benefits whether in 
cash or in kind, other than those mentioned above. 
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2.7.7 Where share options are adopted as part of executive remuneration or 
compensation, the Board shall ensure that the share options are not priced at a 
discount except with the prior authorization of the relevant regulatory agencies. 

2.7.8  Share options shall be tied to performance and subject to the approval of 
shareholders at AGMs. 

2.7.9  Share options shall not be exercisable until one year after the expiration of the 
tenure of the Director. 

2.7.10 MRCs shall disclose in their annual reports, details of the shares held by 
Directors and their related parties. 

2.8 Board Appraisal 

2.8.1  There shall be annual Board and Directors’ appraisal covering all aspects of 
the Board's structure, composition, responsibilities, processes, relationships and 
performance or as may be prescribed by the CBN. 

2.8.2 The annual Board appraisal shall be conducted by an independent 
consultant. The report shall be presented to shareholders at the AGM and a copy 
forwarded to the CBN by the independent consultant, not later than March 31 of 
the following year. 

3.0 Shareholders  

3.1 Rights and Functions of Shareholders 

3.1.1   Shareholders shall have the right to obtain relevant and material information 
from the MRC on a timely and regular basis. 

3.1.2 Shareholders shall have the right to participate actively and vote in general 
meetings. 

3.1.3 In addition to the traditional means of communication, MRCs are encouraged 
to have a website and communicate with shareholders via the website, newsletters 
Annual General Meetings (AGMs) and/or Extraordinary General Meetings (EGMs). 
Such information shall include major developments in the MRC, risk management 
practices, executive compensation, establishment of investment in subsidiaries and 
associates, Board and top management appointments, sustainability initiatives 
including Corporate Social Responsibilities (CSR), and any other relevant 
information. 
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3.2 Equity Ownership 

3.2.1 Except for investors established by an enabling Act, an equity holding of 5% 
and above by any investor shall be subject to CBN’s prior approval. Where such 
shares are acquired through the capital market, the company shall apply for a no 
objection letter from the CBN immediately after the acquisition. 

3.2.2 Ownership structure shall be in line with the provision of the enabling Act 
establishing the MRC or as may be specified from time to time by the CBN. 

3.3 Protection of Shareholders’ Rights 

3.3.1 Every shareholder shall be treated fairly. 

3.3.2 The Board shall ensure that minority shareholders are adequately protected 
from overbearing influence of controlling shareholders. 

3.3.3 The Board shall ensure that the MRC promptly provides to shareholders 
documentary evidence of ownership interest in the MRC such as share certificates, 
dividend warrants and related instruments. Where these are rendered 
electronically, the Board shall ensure that they are sent in a secure manner. 

3.4 General Meetings 

3.4.1 Notice of general meetings shall be as prescribed by the Companies and Allied 
Matters Act (CAMA) 1990 (as amended). 

3.4.2 The Board shall ensure that all general meetings of the shareholder hold at a 
convenient and easily accessible venue to the majority of shareholders. 

3.4.3 The Board shall ensure that unrelated issues for consideration are not lumped 
together at general meetings. Statutory business shall be clearly and separately set 
out. Separate resolutions shall be proposed and voted on each substantial issue. 

3.4.4 The Board shall ensure that decisions reached at general meetings are properly 
and fully implemented. 

3.5 Shareholders’ Associations 

3.5.1 The Board shall ensure that dealings of the company with shareholders’ 
associations are in strict adherence with the Code for Shareholders’ Associations 
issued by the Securities and Exchange Commission (SEC). Where an MRC is not 
listed, its dealings with the Association shall be transparent and in line with the 
relevant governance codes. 
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4.0 Rights of other Stakeholders 

4.1.   Stakeholders shall have the right to freely communicate their concerns about 
illegal or unethical practices to the Board. Where such concerns border on the 
activities of the Board, such individuals shall have recourse to the CBN in 
accordance with Section 3.4 of the Guidelines for Whistle Blowing for Banks and 
Other Financial Institutions in Nigeria. 

4.2    Where stakeholder interests are protected by law, stakeholders shall have the 
opportunity to obtain effective redress for violation of their rights. 

4.3   MRCs shall demonstrate good Corporate Social Responsibility (CSR) to their 
stakeholders such as customers, employees, host communities, and the general 
public. 

5.0 Disclosure and Transparency 

5.1 Disclosure 

5.1.1 In order to foster good corporate governance, MRCs are encouraged to make 
timely, accurate and robust disclosures beyond the statutory requirements in BOFIA 
1991 (as amended), CAMA 1990, and other applicable laws and standards. 

5.1.2 Disclosure in the annual report shall include, but not limited to, material 
information on: 

(a) Major items that have been estimated in accordance with applicable 
accounting and auditing standards.   

(b) Rationale for all material estimates; 
(c) Details on Directors: 

i. The company’s remuneration policy for members of the Board and 
executives; 

ii. Total NEDs remuneration, including fees and allowances. 
iii. Total Executive compensation, including bonuses paid/payable; 
iv. Details and reasons for share buy-backs, if any, during the period under 

review;  
v. Board of Directors’ performance evaluation; and 
vi. Details of Directors, shareholders and their related parties who own 5% and 

above of the company’s’ shares as well as other shareholders who, in 
conjunction with others, control the company. 

vii. Governance structure:  
i. Composition of Board Committees including names of chairmen and 

members of each Committee. 
(d) Risk Assets:  
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i. Concentration of assets, liabilities and off-balance sheet 
engagements by sector, geography, and product. 

ii. Loan quality. 
iii. Lending/borrowing to/from subsidiaries and associates. 
iv. Loans and advances/funding or commitment lines from 

institutions outside Nigeria. 
v. Insider-related credits in accordance with the extant CBN 

circular. 
(e) Risk management: 

i  All significant risks. 
ii Risk management practices indicating the Board’s responsibility for the 

entire process of risk management as well as a summary of external 
auditors’ observed lapses thereon. 

(f) Information on strategic modification to the core business. 
(g) All regulatory/supervisory contraventions during the year under review and 

infractions uncovered through whistleblowing, including regulatory sanctions 
and penalties. 

(h) Capital structure/adequacy. 
(i) Any service contracts and other contractual relationships with related parties. 
(j) Frauds and Forgeries. 
(k) Contingency Planning Framework. 
(l) Contingent Assets and Liabilities (off balance sheet engagement) 
(m) Any matter not specifically mentioned in this code but which is capable of 

affecting in a significant form, the financial condition of the company or its 
status as a going concern. 

5.2 Transparency and Integrity in Reporting 

5.2.1 MRCs shall have a structure to independently verify and safeguard the integrity 
of their financial reporting, which shall: 

i. entail the review and consideration of the financial statements by the BAC; 
and 

ii. Enhance the independence and competence of the Institution’s external 
auditors. 

5.2.2  The BAC shall be structured in such a way that it: 
i. Has at least three members. 
ii. consists of NEDs only; 
iii. Is chaired by an INED. 

5.2.3 The BAC shall be independent and possess technical expertise to discharge its 
mandate effectively. 
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5.2.4  The BAC shall include members who are financially literate (that is, be able to 
read and understand financial statements). At least one of the members shall have 
relevant qualifications and experience (that is, shall be a qualified accountant or 
other finance professional with experience in finance and accounting matters). 

5.2.5  The BAC shall review the integrity of the company’s financial reporting and 
oversee the independence of the external auditors. 

5.2.6  The BAC shall meet at least once every quarter. Deliberations shall include at 
least consideration of the quarterly reports of the internal auditor. All audit queries 
shall be investigated and resolved promptly. 

5.2.7  Every MRC shall have a Chief Compliance Officer (CCO) whose responsibility 
shall include monitoring compliance with the corporate governance code and 
Anti-Money Laundering and Combating the Financing of Terrorism (AML/CFT) 
requirements. 

5.2.8 The appointment and removal of the Chief Compliance Officer/ Head of 
Internal Audit shall be the responsibility of the Board subject to CBN’s ratification. The 
CBN must be notified of any change and reasons thereof, within fourteen (14) days 
of such change. The Head of Internal Audit shall report directly to the Board Audit 
Committee. 

5.2.9  Appointment of external auditors shall be approved by the CBN. 

5.2.10 External auditors shall: 
i. render reports to the CBN on MRC’s risk management practices, internal 

controls and level of compliance with regulatory directives. 
ii. Review the work of the internal auditor on each of the MRC’s key risk elements 

to cover risk identification, measurement, monitoring and control. 
iii. Review compliance with policies and internal control procedures put in place 

by the Board to manage and mitigate the institution’s risks. 
iv. Report on the level of each key risk element as well as the composite risk 

profile of the MRC and make recommendations to the Board to enhance the 
effectiveness of risk management processes in the MRC. 

v. Forward copies of their report to the CBN, together with the external auditor’s 
management letter on the MRC’s audited financial statements. 

5.2.11 External auditors of MRC shall not provide client services that shall amount to 
conflict of interest including the following: 

i. Bookkeeping or other services related to the accounting records or financial 
statements of the audit client; 

ii. Appraisal or valuation services, fairness opinion or contribution-inkind reports; 
iii. Actuarial services; 



349 
 

iv. Internal audit outsourcing services; and 
v. Management or human resource functions including broker or dealer, 

investment banking services and legal or expert services. 

5.2.12 The tenure of auditors in a given MRC shall be for a maximum period of ten 
(10) cumulative years after which the audit firm shall not be reappointed in the MRC 
until after a period of another ten (10) consecutive years. 

5.2.13 An audit firm shall not provide audit services to a company if one of the 
company’s top officials (Directors, Chief Finance Officer, Chief Audit Executives) 
was employed by the firm and worked on the company’s audit during the 
immediate past two (2) years. 

5.2.14 The MD/CEO of an MRC shall certify in the statutory returns submitted to the 
CBN that he/she has reviewed the reports, and that based on his/her knowledge: 

i. The report does not contain any untrue statement of a material fact. 
ii. The financial statements and other financial information in the report, fairly 

represent, in all material respects the financial condition and results of 
operations of the MRC as of, and for the periods presented in the report. 

5.2.15 Rendition of false information to the CBN shall attract appropriate sanctions 
including monetary penalties and suspension of the MD/CEO for six (6) months in the 
first instance and possible removal. .   

5.2.16 There shall be due process in all the procedures of MRCs.  

5.2.17 All insider credit applications pertaining to directors and management staff 
and parties related to them, irrespective of size, shall be sent for 
consideration/approval to the Board Credit Committee.  

5.2.18 Any director whose facility or that of his/her related interests remains  
nonperforming for more than one year shall cease to be on the board of the MRC 
and could be blacklisted from sitting on the board of any other financial institution. 

5.2.19 The practice/use of anticipatory approvals by Board Committees shall be 
limited strictly to emergency cases only and ratified at the next board meeting. 

5.2.20 No director-related credit facilities and/or interest thereon shall be written off 
without CBN prior approval. 

5.3  Whistle-Blowing 

5.3.1  MRCs shall have a whistle-blowing policy made known to employees and 
other stakeholders. 
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5.3.2  The policy shall contain mechanisms, including assurance of confidentiality, 
that encourage all  stakeholders to report any unethical activity to the company 
and/or the CBN. 

5.3.3 MRCs are required to submit returns on the compliance with the whistleblowing 
policy on a semi-annual basis to the Director, Other Financial Institutions Supervision 
Department, not later than 7 days after the end of the relevant period. 

6.0 Risk Management  

6.1 Every MRC shall have a risk management framework specifying the 
governance architecture, policies, procedures and processes for the identification, 
measurement, monitoring and control of the risks inherent in its operations. 

6.2 The Board shall approve the risk management policies of the MRC and ensure 
their implementation by management. 

6.3 Risk management policies shall reflect the MRC’s risk management mandate, 
which shall include: 

a. Clear objectives and enterprise-wide authority for its activities; 
b. Risk philosophy, appetite, vision and mission; 
c. Authority to carry out its responsibilities independently; 
d. Scope of Enterprise Risk Management; 
e. A requirement for it to be communicated throughout the organization to 

promote transparency; 
f. Periodic review to ensure continued appropriateness; 
g. A requirement for management to report regularly on the effectiveness of the 

institution’s risk management processes and on its aggregate exposures 
compared to approved limits; and 

h. Authority to follow-up on action taken by management in response to 
identified issues and related recommendations. 

6.4 MRCs shall disclose a summary of the risk management policies in their annual 
financial statements.   

6.5 The risk management policy of an MRC shall clearly describe the roles and 
responsibilities of the Board, Board Risk Management Committee (BRMC), 
management and internal audit function.  

6.6 Boards of MRCs shall ensure that the framework provides for regular and 
independent reviews of the risk management policies and procedures as well as 
periodic assessment of the adequacy and effectiveness of the risk management 
function.  



351 
 

6.7 The composition of the BRMC shall include at least 2 NEDs and the Executive 
Director in charge of risk management.  

7.0 Ethics, Professionalism and Conflict of Interest  

7.1 Ethics & Professionalism   

7.1.1  To make ethical and responsible decisions, MRCs shall comply with their legal 
obligations and have regard to the reasonable expectations of their stakeholders.  

7.1.2  MRCs shall establish a code of business ethics and conduct and disclose in the 
code or a summary of the code, such information as:  

i. The practices necessary to maintain confidence in the MRC’s integrity;  
ii. The practices necessary to take into account their legal obligations and the 

reasonable expectations of their stakeholders; and  
iii. The responsibility and accountability of individuals reporting and investigating 

reports of unethical practices.  

7.1.3  The Code should:   

(a) commit the MRC, its Board and Management (and employees) to the highest 
standards of professional behavior, business conduct and sustainable business 
practices ;   

(b) Be developed in collaboration with management and employees;   
(c) Receive commitment for its implementation from the Board and the 

Managing Director/Chief Executive Officer and individual Directors of the 
company;   

(d) Be sufficiently detailed as to give clear guidance to users including advisers, 
consultants and contractors;   

(e) Be formally communicated to the persons to whom it applies; and   
(f) Be reviewed regularly and updated when necessary.  

7.1.4  Where applicable, MRCs shall establish and disclose a policy concerning 
trading in the MRC’s securities by directors, senior executives and employees. The 
trading policy shall contain appropriate compliance standards and procedures to 
ensure that the policy is properly implemented. There shall also be an internal review 
mechanism to assess compliance and effectiveness.  

7.1.5  Where applicable, the trading policy shall contain appropriate compliance 
standards and procedures to ensure that the policy is properly implemented. There 
shall also be an internal review mechanism to assess compliance and effectiveness.   

7.1.6  MRCs shall publish the policy concerning the issue of Board and employee 
trading in its securities.   
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7.2  Conflict of Interest  

7.2.1  MRC shall have a policy on conflict of interest which shall, at the minimum, 
cover the following areas:  
a)  Approval & Revision date;  
b) Purpose of the policy;  
c)  Definition of conflict of interest;  
d)  Examples of conflict of interest situations;  
e)  Procedures to follow in situations of conflict of interest.  

7.2.2  The Board of Directors shall be responsible for managing conflicts of interest.  

7.2.3  Directors shall promptly disclose to the Board any real or potential conflict of 
interest that they may have regarding any matter that may come before the Board 
or its Committees.  

7.2.4  Directors shall abstain from discussions and voting on any matter in which they 
have or may  have a conflict of interest.  

7.2.5  Directors who are aware of a real, potential or perceived conflict of interest 
on the part of a fellow Director, have a responsibility to promptly raise the issue for 
clarification, at the board meeting for consideration by all members.  

7.2.6  Disclosure by a Director of a real, potential or perceived conflict of interest or 
a decision by the Board as to whether a conflict of interest exists shall be recorded 
in the minutes of the meeting. 

8.0 Compliance  

8.1    All MRCs shall comply with the provisions of this Code. External auditors of MRCs 
shall report annually to the CBN, the extent of the MRCs’ compliance with the 
provisions of this Code.   

8.2      Returns on the status of each institution’s compliance with this code shall be 
rendered to the CBN semi-annually (30th June and 31st December every year) or as 
may be specified by the CBN from time to time. The returns shall be addressed and 
submitted to the Director, Other Financial Institutions Supervision Department not 
later than 7 days after the end of the relevant period.  

9.0 Sanctions 
Failure to comply with the code will attract appropriate sanctions in accordance 
with section 64 BOFIA Cap B3 Laws of the Federation of Nigeria (LFN) 2004 or as may 
be specified in any applicable legislation or regulation.  
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10.0  Effective Date  
This code shall take effect from April 1, 2019.  
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CODE OF CORPORATE GOVERNANCE FOR PRIMARY MORTGAGE BANKS IN NIGERIA 

1.0 Introduction 

Corporate Governance assumed heightened supervisory importance in the 
Nigerian Banking Industry following the issuance of the Code of Corporate 
Governance for Banks and Discount Houses by the Central Bank of Nigeria in 2006. 
This was to address the issue of poor governance practices in the banks, which 
contributed to the failure of most of the banking institutions. 

Neither the 2006 Code nor its subsequent review in 2014 prescribed governance 
requirements specific to Other Financial Institutions (OFIs). The non-existence of 
specific codes for this category of institutions contributed to governance 
weaknesses experienced in many of the institutions in recent times. The intent of this 
code, therefore, is to entrench good corporate governance in Primary Mortgage 
Banks (PMBs) in view of the fact that the safety and soundness of a financial 
institution depends on the effectiveness of the board of directors’ in discharging 
their oversight functions. 

The objectives of the Code are to: 

a) Define minimum acceptable corporate governance standards for all licensed 
PMBs in Nigeria; 

b) Promote high ethical standards among operators; and 
c) Enhance public confidence in PMBs in Nigeria. 

1.1 Application 

The code shall apply to all licensed PMBs in Nigeria. 

2.0 Board and Management  

2.1 Responsibilities of the Board and Management 

2.1.1 The Board shall be accountable and responsible for the performance and 
affairs of the PMB. Specifically, and in line with the provisions of the Companies and 
Allied Matters Act (CAMA) 1990 (as amended), Directors owe the PMB the duty of 
care and loyalty and to act in the interest of the PMB’s shareholders and other 
stakeholders. 

2.1.2 Members of the Board are severally and jointly liable for the activities of the 
PMB. 

2.1.3 The Board shall define and document the PMB’s strategic goals, approve its 
long and short-term business strategies and monitor their implementation by 
management. 
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2.1.4 The Board shall determine the skills, knowledge and experience that members 
require which shall, at the minimum, be in line with the requirements of the Approved 
Persons Regime. 

2.1.5 The Board shall ensure that its human, material and financial resources are 
effectively deployed towards the attainment of set goals of the PMB. 

2.1.6 The Board shall appoint the CEO as well as top management staff and establish 
a framework for the delegation of authority in the PMB, which shall comply with 
extant regulations issued by the CBN from time to time.

2.1.7 The Board shall establish and monitor agreed performance targets for the 
management. 

2.1.8 The Board shall set limits of authority, specifying the threshold for large 
transactions which it must approve before they take place. 

2.1.9 The Board shall ensure that a succession plan is in place for the MD/CEO, 
executive directors and management staff of the PMB. 

2.1.10 The Board shall consider, approve and monitor the implementation of the 
PMB’s budget, including setting expenditure limits for management and Board 
Committees. 

2.1.11 The Board shall approve credit facilities in line with the approved limits of 
authority of the PMB. 

2.1.12 The Board shall ensure strict adherence to the Code of Conduct for Directors 
of Banks and Other Financial Institutions in Nigeria. 

2.2 Board size and composition 

2.2.1 The minimum number of Directors on the boards of PMBs shall be seven (7) and 
a maximum of twelve (12) for both State and National PMBs.  

2.2.2 Members of the Board shall be persons of proven integrity and shall meet the 
requirements of the Revised Assessment Criteria of Approved Persons Regime. At 
least two (2) members of the Board of Directors other than the Executive Directors 
shall be required to have banking or related financial industry experience.   

2.2.3 The Board shall consist of Executive and Non-Executive Directors. The number 
of Non-Executive Directors shall be more than that of Executive Directors.  

2.2.4 The Board of a State PMB shall comprise at least one (1) Independent Non-
Executive Director (INED) while that of a National PMB shall comprise a minimum of 
two (2) INEDs. An Independent Director is a member of the Board of Directors who 
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has no direct material relationship with the PMB or any of its officers, major 
shareholders, subsidiaries and affiliates.  

2.3 Separation of powers of the board 

2.3.1 The positions of the Board Chairman and the Managing Director/Chief 
Executive Officer (MD/CEO) shall be separate. No one person shall combine the 
two positions in any PMB at the same time. For the avoidance of doubt, no 
executive Vice Chairman shall be allowed in the Board structure.  

2.3.2 Not more than two members of a family shall be on the board of a PMB at the 
same time. The expression 'family' includes director’s spouse, parents, children, 
siblings, cousins, uncles, aunts, nephews, nieces and in-laws.  

2.3.3 Where the PMB is a member of a holding company, not more than two family 
members shall be allowed to serve on the Boards of the PMB and the holding 
company.   

2.3.4 No two members of a family shall occupy the positions of Chairman and 
MD/CEO or Executive Director of the PMB and Chairman or MD/CEO of a PMB’s 
subsidiary at the same time.  

2.4 Board Appointment and Tenure  

2.4.1 Members of the Board of Directors shall be appointed by the shareholders and 
approved by the CBN.  

2.4.2 Procedure for appointment to the Board shall be formal, transparent and    
documented in the board charter.  

2.4.3 To qualify for the position of a Non-Executive Director, it is required that the 
nominee shall not be an employee of a bank or other financial institution, except 
where the PMB is promoted by the bank or other financial institution and the 
proposed director is representing the interest of such an institution.  

2.4.4 The appointment to the Board of PMBs shall be in accordance with extant 
regulations issued by the CBN from time to time.  

2.4.5 To ensure continuity and injection of fresh ideas, Non-Executive Directors of 
PMBs shall serve for a maximum of three (3) terms of four (4) years each.  

2.4.6 The term of office of an Independent Director shall be 4 years for a single term 
and a maximum of 8 years of two consecutive terms if reelected upon the expiration 
of the first term.   
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2.4.7 Track record of appointees shall be an additional eligibility requirement. Such 
records shall cover both integrity and past performance, in accordance with the 
extant CBN Guidelines.  

2.4.8 The tenure of the MD/CEO shall be in accordance with the terms of 
engagement subject to a maximum period of ten (10) years. Such tenure shall be 
limited to periods not exceeding five (5) years at a time. Any person who has served 
as MD/CEO for the maximum tenure (of ten years) in a PMB shall not qualify for 
appointment in any capacity in the same PMB or its subsidiaries until after a period 
of three (3) years after the expiration of his tenure as MD/CEO. 

2.4.9 Where the PMB is a member of a Group or is owned by another financial 
institution, a director in the PMB may be allowed to serve on the Boards of the PMB 
and its holding company at the same time, provided the aggregate number of 
directors from the subsidiaries and associates at any point in time shall not exceed 
30 per cent of the membership of the Board of Directors of the holding company. 

2.4.10 To enhance effectiveness, all Directors shall have access to corporate 
information under conditions of confidentiality; undergo training and continuing 
education and have access to independent professional advice. 

2.5 Board Committees 

2.5.1 The Board shall establish at a minimum the following Committees: 

a. Risk Management Committee 
b. Audit Committee 
c. Board Governance and Nominations Committee 
d. Board Credit Committee 

The functions of Risk Management and Audit Committees may be carried out by 
one committee for a State PMB. This is without prejudice to the requirements of 
CAMA 1990 (as amended) on the Statutory Audit Committee which is not a Board 
Committee.  

Each PMB shall have a Risk Officer and Internal Auditor who shall report directly to 
the Committee(s) responsible for Risk Management and Audit function(s). 

2.5.2 Where there is a Remuneration Committee in addition to the four Committees 
prescribed in Section 2.5.1, the membership shall comprise NEDs only. Where both 
Committees (Remuneration Committee and Governance & Nominations 
Committee) are combined, its membership shall be drawn only from NEDs. 

2.5.3 The Remuneration Committee shall determine the remuneration of Executive 
Directors and management. 
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2.5.4 The Board and its Committees shall each have a charter to be approved by 
the CBN. The charter shall be reviewed every three (3) years or as may be 
determined by the CBN from time to time. 

2.5.5 The Chairman of the Board shall not be a member of any Board Committee. 

2.5.6 All Board Committees shall be headed by Non-Executive Directors.

2.5.7 The Board Audit Committee (BAC) shall have unrestricted access to the 
financial records of the PMB including external auditors’ reports. 

2.5.8 The MD/CEO and other Executive Directors (EDs) shall not be members of the 
BAC. 

2.5.9 The Board Credit Committee shall comprise members knowledgeable in credit 
analysis. 

2.5.10 The Board shall not replace members of the BAC and External Auditors at the 
same time. 

2.6 Board/Board Committees Meetings  

2.6.1 To effectively perform its oversight function and monitor management’s 
performance, the Board and each of the Board Committees shall meet at least 
once every quarter. 

2.6.2 Minutes of meetings of the Board/Board Committees shall be properly written 
in English language, adopted and signed off by the Board/Committee Chairman 
and Secretary, pasted in the minutes book and domiciled at the PMB's Head Office. 

2.6.3 Every Director is required to attend all meetings of the Board, and Board 
Committees in which he is a member. In order to qualify for re-election, a Director 
must have attended at least two-thirds of all Board and Board Committee meetings 
in a financial year.  

2.6.4 The Board shall disclose, in the Corporate Governance Section of the Annual 
Report, the total number of Board and Board Committee meetings held in the 
financial year and attendance by each Director.  

2.6.5 Board/Board Committee meetings shall be deemed to be duly constituted 
where two-third of members are present, provided that a majority of Non-Executive 
Directors are present at the meeting.   
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2.7 Remuneration  

2.7.1 PMBs shall align executive and Board remuneration with the long term interests 
of their institutions and their shareholders.  

2.7.2 Levels of remuneration should not be excessive but sufficient to attract, retain 
and motivate executive officers, management and members of staff of the PMB.  

2.7.3 Where remuneration is linked to performance, it shall be designed in such a 
way as to prevent excessive risk taking.  

2.7.4 Every PMB shall have a remuneration policy put in place by the Board of 
Directors, which shall be disclosed to the shareholders in the annual report.  

2.7.5 The MD/CEO and other Executive Directors shall not receive sitting allowances 
and Directors’ fees.  

2.7.6 Non-Executive Directors’ (NEDs) remuneration shall be limited to Directors’ fees, 
sitting allowances for Board and Board Committee meetings and reimbursable 
travel and hotel expenses. NEDs shall not receive salaries and benefits whether in 
cash or in kind, other than those mentioned above.  

2.7.7 Where share options are adopted as part of executive remuneration or 
compensation, the Board shall ensure that the share options are not priced at a 
discount except with the prior authorization of the relevant regulatory agencies.  

2.7.8 Share options shall be tied to performance and subjected to the approval of 
the shareholders at Annual General Meetings (AGMs).  

2.7.9 Share options shall not be exercisable until one year after the expiration of the 
tenure of the Director.   

2.7.10 PMBs shall disclose in their annual reports, details of the shares held by 
Directors and their related parties.   

2.8  Board Appraisal  

2.8.1 There shall be annual Board and Directors’ appraisal covering all aspects of 
the Board's structure, composition, responsibilities, processes relationships and 
performance or as may be prescribed by the CBN.  

2.8.2 The annual Board appraisal shall be conducted by an independent 
consultant. The report shall be presented to shareholders at the AGM and a copy 
forwarded to the CBN by the independent consultant, not later than March 31 of 
the following year.  
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3.0  Shareholders  

3.1  Rights and Functions of Shareholders’  

3.1.1 Shareholders shall have the right to obtain relevant and material information 
from the PMB on a timely and regular basis.  

3.1.2 Shareholders shall have the right to participate actively and vote in general 
meetings. 

3.1.3 In addition to the traditional means of communication, PMBs are encouraged 
to have a website and communicate with shareholders via the website, newsletters, 
Annual General Meetings (AGMs) and/or Extraordinary General Meetings (EGMs). 
Such information shall include major developments in the PMB, risk management 
practices, executive compensation, branch expansion, investments, Board and top 
management appointments, sustainability initiatives and practices, and any other 
relevant information.  

3.2  Equity Ownership  

3.2.1 Except as approved by the CBN, no individual, group of individuals, their 
proxies or corporate entities and/or their subsidiaries shall own controlling interest in 
more than one (1) PMB.  

3.2.2 An equity holding of 5% and above by any investor shall be subject to CBN’s 
prior approval. Where such shares are acquired through the capital market, the PMB 
shall apply for a No Objection Letter from the CBN immediately after the acquisition.  

3.3  Protection of Shareholders’ Rights  

3.3.1 Every shareholder shall be treated fairly.  

3.3.2 The Board shall ensure that minority shareholders are adequately protected 
from overbearing influence of controlling shareholders.  

3.3.3 The Board shall ensure that the PMB promptly provides to shareholders 
documentary evidence of ownership interest in the PMB such as share certificates, 
dividend warrants and related instruments. Where these are rendered 
electronically, the Board shall ensure that they are sent in a secure manner.  

3.4  General Meetings  

3.4.1 Notice of general meetings shall be as prescribed by the Companies and Allied 
Matters Act (CAMA) 1990 (as amended).  
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3.4.2 The Board shall ensure that all general meetings of shareholders hold at a 
convenient and easily accessible venue to the majority of shareholders.  

3.4.3 The Board shall ensure that unrelated issues for consideration are not lumped 
together at general meetings. Statutory business shall be clearly and separately set 
out. Separate resolutions shall be proposed and voted on each substantial issue.  

3.4.4 The Board shall ensure that decisions reached at general meetings are properly 
documented and fully implemented.   

3.5  Shareholders’ Associations  

3.5.1 The Board shall ensure that dealings of the PMB with shareholders’ associations 
are in strict adherence with the Code for Shareholders’ Associations issued by the 
Securities and Exchange Commission (SEC). Where a PMB is not listed, its dealings 
with the Association shall be transparent and in line with the relevant governance 
codes.   

4.0  Rights of other Stakeholders  

4.1 Stakeholders shall have the right to freely communicate their concerns about 
illegal or unethical practices to the Board. Where such concerns border on the 
activities of the Board, such individuals shall have recourse to the CBN Whistle 
Blowing Guidelines.  

4.2 Where stakeholder interests are protected by law, stakeholders shall have the 
opportunity to obtain effective redress for violation of their rights.  

4.3 PMBs shall demonstrate good Corporate Social Responsibility (CSR) to their 
stakeholders such as customers, employees, host communities, and the general 
public.  

5.0  Disclosure and Transparency  

5.1  Disclosure  

5.1.1 In order to foster good corporate governance, PMBs are encouraged to make 
timely, accurate and robust disclosures beyond the statutory requirements in BOFIA 
1991 (as amended), CAMA 1990 (as amended), and other applicable laws, 
regulations and standards.  

5.1.2 Disclosure in the annual report shall include, but not limited to, material 
information on:                                                   

a) Major items that have been estimated in accordance with applicable 
accounting and auditing standards.   
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b) Rationale for all material estimates.  
c) Details on Directors:  

i. The PMB’s remuneration policy for members of the Board and Executives;  
ii. Total NEDs remuneration including fees, allowances;  
iii. Total Executive compensation, including bonuses paid/payable;  
iv. Details and reasons for share buy-backs, if any, during the period under 

review;  
v. Board of Directors’ performance evaluation; and  
vi. Details of Directors, shareholders and their related parties who own 5% 

and above of the PMB’s shares as well as other shareholders who, in 
conjunction with others, control the PMB.  

d) Corporate governance:  
i. Governance structure; and  
ii. Composition of Board Committees including names of chairmen and 

members of each Committee.  
e) Risk Assets:  

i. Concentration of assets, liabilities and off-balance sheet engagements by 
sector, geography, and product.  

ii. Loan quality.  
iii. Lending/borrowing to/from subsidiaries and associates.  
iv. Loans and advances/funding or commitment lines from institutions outside 

Nigeria.  
v. Related party transactions. vi. Insider-related credits in accordance with 

the extant CBN circular.  
f) Risk management:  

i. All significant risks; and  
ii. Risk management practices indicating the Board’s responsibility for the 

entire process of risk management as well as a summary of external 
auditors’ observed lapses thereon.  

g) Information on strategic modification to the core business.  
h) All regulatory/supervisory contraventions during the year under review and 

infractions uncovered through whistle blowing, including regulatory sanctions 
and penalties.  

i) Capital Structure/Adequacy.  
j) Any service contracts and other contractual relationships with related parties.  
k) Frauds and Forgeries.  
l) Contingency Planning Framework.  
m) Any matter not specifically mentioned in this code but which is capable of 

affecting in a significant form, the financial condition of the PMB or its status 
as a going concern.   
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5.2  Transparency and Integrity in Reporting  

5.2.1 PMBs shall have a structure to independently verify and safeguard the integrity 
of their financial reporting, which shall:  

i. Entail the review and consideration of the financial statements by the BAC; 
and  

ii. Enhance the independence and competence of the Institution’s external 
auditors.  

5.2.2 The BAC shall be structured in such a way that it:  
i. has at least three members.  
ii. consists of NEDs;  
iii. is chaired by an INED.  

5.2.3 The BAC shall be independent and possess technical expertise to discharge its 
mandate effectively.  

5.2.4 The BAC shall include members who are financially literate (that is, be able to 
read and understand financial statements). At least one of the members shall have 
relevant qualifications and experience (that is, shall be a qualified accountant or 
other finance professional with experience in finance and accounting matters).  

5.2.5 The BAC shall review the integrity of the PMB’s financial reporting and oversee 
the independence of the external auditors.  

5.2.6 The BAC shall meet at least once every quarter. Deliberations shall include at 
least consideration of the quarterly reports of the internal auditor. All audit queries 
shall be investigated and resolved promptly.  

5.2.7 Every PMB shall have a Chief Compliance Officer (CCO) whose responsibility 
shall include monitoring compliance with the corporate governance code and 
Anti-Money Laundering and Combating the Financing of Terrorism (AML/CFT) 
requirements.   

5.2.8 The office of the CCO and that of the Internal Auditor may be combined in a 
State and National PMB.   

5.3  Appointment and Responsibilities of Chief Compliance Officer  

5.3.1 The appointment and removal of the Chief Compliance Officer/Head of 
Internal Audit shall be the responsibility of the Board subject to CBN’s ratification. The 
CBN must be notified of any change and reasons thereof, within fourteen (14) days 
of such change.  The Head of Internal Audit shall report directly to the Board Audit 
Committee.     
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5.3.2 The qualification and experience of the Chief Compliance Officer/Head of 
Internal Audit shall be in accordance with the provisions of extant regulations issued 
by the CBN from time to time.   

5.4  Appointment and Responsibilities of External Auditors  

5.4.1   Appointment of external auditors shall be approved by the CBN.   

5.4.2   External auditors shall:  
i. render reports to the CBN on PMB’s risk management practices,  internal 

controls and level of compliance with regulatory directives.   
ii. review the work of the internal auditor on each of the PMB’s key risk elements 

to cover risk identification, measurement, monitoring and control.   
iii. review compliance with policies and internal control procedures put in place 

by the Board to manage and mitigate the institution’s risks.  
iv. report on the level of each key risk element as well as the composite risk profile 

of the PMB and make recommendations to the Board to enhance the 
effectiveness of risk management processes in the PMB.   

v. forward copies of their report to the CBN, together with the external auditor’s 
management letter on the PMB’s audited financial statements.  

5.4.3 External auditors of PMBs shall not provide client services that shall amount to 
conflict of interest including the following:  

i. Book-keeping or other services related to the accounting records or financial 
statements of the audit client;  

ii. Appraisal or valuation services, fairness opinion or contribution-inkind reports;  
iii. Actuarial services;  
iv. Internal audit outsourcing services; and  
v. Management or human resource functions including broker or dealer, 

investment banking services and legal or expert services.  

5.4.4  The tenure of auditors in a PMB shall be for a maximum period of ten (10) 
cumulative years after which the audit firm shall not be eligible for reappointment 
in the PMB until after a period of another ten (10) consecutive years.  

5.4.5   An audit firm shall not provide audit services to a PMB if one of the PMB’s top 
officials (Directors, top management, Chief Finance Officer, Chief Audit Officer) was 
employed by the firm and worked on the PMB’s audit during the immediate past 
two (2) years.  

5.4.6  The MD/CEO of a PMB shall certify in the statutory returns submitted to the CBN 
that he/she has reviewed the reports, and that based on his/her knowledge:  

i. The report does not contain any untrue statement of a material fact.  
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ii. The financial statements and other financial information in the report, fairly 
represent, in all material respects the financial condition and results of 
operations of the PMB as of, and for the periods presented in the report.  

5.4.7  Rendition of false information to the CBN shall attract appropriate sanctions 
including monetary penalties and suspension of the MD/CEO for six (6) months in the 
first instance and possible removal. .   

5.4.8   There shall be due process in all the procedures of PMBs.  

5.4.9  All insider credit applications pertaining to directors and management staff 
and parties related to them, irrespective of size, shall be sent for 
consideration/approval to the Board Credit Committee.  

5.4.10 Any director whose facility or that of his/her related interests remains  
nonperforming for more than one year shall cease to be on the board of the PMB 
and could be blacklisted from sitting on the board of any other financial institution.  

5.4.11 The practice/use of anticipatory approvals by Board Committees shall be 
limited strictly to emergency cases only and ratified at the next board meeting.  

5.4.12 No director-related credit facilities and/or interest thereon shall be written off 
without CBN prior approval.  

5.5  Whistle Blowing  

5.5.1 PMBs shall have a whistle-blowing policy, which shall be made known to 
employees and other stakeholders.  

5.5.2 The policy shall contain mechanisms, including assurance of confidentiality, 
that encourage all stakeholders to report any unethical activity to the PMB and/or 
the CBN.  

5.5.3 PMBs are required to submit returns on the compliance with the whistleblowing 
policy on a semi-annual basis to the Director, Other Financial Institutions Supervision 
Department, not later than 7 days after the end of the relevant period.  

6.0  Risk Management  

6.1 Every PMB shall have a risk management framework specifying the governance 
architecture, policies, procedures and processes for the identification, 
measurement, monitoring and control of the risks inherent in its operations.  

6.2 The Board is responsible for the PMB’s policies on risk oversight and management 
and shall satisfy itself that management has developed and implemented a sound 
system of risk management and internal control.  
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6.3 Risk management policies shall reflect the PMB's risk management mandate, 
which shall include:  

(i) Clear objectives and enterprise-wide authority for its activities;  
(ii) Risk philosophy, vision and mission;  
(iii) Authority to carry out its responsibilities independently;  
(iv) Scope of Enterprise Risk Management;  
(v) A requirement for it to be communicated throughout the organization to 

promote transparency;  
(vi) Periodic review to ensure continued appropriateness;  
(vii) A requirement for management to report regularly on the effectiveness of the 

institution’s risk management processes and on its aggregate exposures 
compared to approved limits; and  

(viii) Authority to follow-up on action taken by management in response to 
identified issues and related recommendations.  

6.4 PMBs shall disclose a summary of its risk management policies in its annual 
financial statements.  

6.5 A PMB’s risk management policy shall clearly describe the roles and 
responsibilities of the Board, Board Risk Management Committee (BRMC), 
management and internal audit function.  

6.6 Boards of PMBs shall ensure that the framework provides for regular and 
independent reviews of the risk management policies and procedures as well as 
periodic assessment of the adequacy and effectiveness of the risk management 
function.  

6.7 The composition of the BRMC shall include at least 2 NEDs and the Executive 
Director in charge of risk management.    

7.0  Ethics & Professionalism and Conflict of Interest  

7.1  Ethics and Professionalism  

7.1.1 To make ethical and responsible decisions, PMBs shall comply with their legal 
obligations and have regard to the reasonable expectations of their stakeholders.  

7.1.2 PMBs shall establish a code of conduct and disclose in the code or a summary 
of the code such information as:  

i. The practices necessary to maintain confidence in the PMB’s integrity;  
ii. The practices necessary to take into account their legal obligations and the 

reasonable expectations of their stakeholders;  
iii. The responsibility and accountability of individuals reporting and investigating 

reports of unethical practices.  
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7.1.3 The Code should:  

(a) Commit the PMB, it’s Board, management and employees to the highest 
standards of professional behavior, business conduct and sustainable business 
practices;  

(b) Be developed in collaboration with management and employees;  
(c) Receive commitment for its implementation from the Board and the 

Managing Director/Chief Executive Officer and individual Directors of the 
company;  

(d) Be sufficiently detailed as to give clear guidance to users including advisers, 
consultants and contractors;  

(e) Be formally communicated to the persons to whom it applies; and  
(f) Be reviewed regularly and updated when necessary.  

7.1.4 Where applicable, PMBs shall establish and disclose a policy concerning 
trading in the PMB’s securities by directors, senior executives and employees. The 
trading policy shall contain appropriate compliance standards and procedures to 
ensure that the policy is properly implemented. There shall also be an internal review 
mechanism to assess compliance and effectiveness.   

7.1.5 PMBs shall publish the policy concerning the issue of Board and employee 
trading in its securities.   

7.2  Conflict of Interest  

7.2.1 Every PMB shall have in place an approved policy on conflict of interest which 
shall, at the minimum, cover the following areas:  

a) Approval & Revision date;  
b) Purpose of the policy;  
c) Definition of conflict of interest;  
d) Examples of conflict of interest situations;  
e) Procedures to follow in situations of conflict of interest.  

7.2.2 The Board of Directors shall be responsible for managing conflicts of interest.  

7.2.3 Directors shall promptly disclose to the Board any real or potential conflict of 
interest that they may have regarding any matter that may come before the Board 
or its Committees.  

7.2.4 Directors shall abstain from discussions and voting on any matter in which they 
have or may have a conflict of interest.  
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7.2.5 Directors who are aware of a real, potential or perceived conflict of interest on 
the part of a fellow Director, have a responsibility to promptly raise the issue for 
clarification with the Board.  

7.2.6 Disclosure by a Director of a real, potential or perceived conflict of interest or 
a decision by the Board as to whether a conflict of interest exists shall be recorded 
in the minutes of the meeting.  

8.0 Compliance  

8.1 All PMBs shall comply with the provisions of this Code. External auditors of PMBs 
shall report annually to the CBN, the extent of the PMB’s compliance with the 
provisions of this Code.  

8.2 Returns on the status of each institution’s compliance with this Code shall be 
rendered to the CBN semi-annually (30th June and 31st December every year) or as 
may be specified by the CBN from time to time. The returns shall be addressed and 
submitted to the Director, Other Financial Institutions Supervision Department not 
later than 2 weeks after the end of the relevant reporting period.  
 
9.0 Sanctions  

Failure to comply with the Code will attract appropriate sanctions in accordance 
with section 64 BOFIA Cap B3 Laws of the Federation of Nigeria (LFN) 2004 or as may 
be specified in any applicable legislation or regulation.  
 
10.0 Effective Date  

This code shall take effect from December 1, 2018.  
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CODE OF CORPORATE GOVERNANCE FOR DEVELOPMENT FINANCE INSTITUTIONS IN 
NIGERIA   

1.0 Introduction
Development Finance Institutions (DFIs) are specialized financial Institutions with 
specific mandate established to support the critical sectors of the economy such as 
agriculture and manufacturing as well as micro, small and medium scale enterprises 
(MSMEs) in Nigeria. The objective is to provide funds for MSMEs and large enterprises 
for economic development.   

In an environment where there is constant pressure for management of DFIs to 
deliver on its objective of meeting socio-economic development and financial 
system stability, strong corporate governance becomes critical safeguards against 
unethical practices.   

To achieve their mandates, DFIs need to adhere to accepted governance 
standards, code of ethics and best practices as well as formal laws and extant 
regulations. This Code is developed to guide licensed DFIs towards entrenching 
good corporate governance standards and practices to ensure that they are 
managed safely and soundly where risk-taking activities and business prudence are 
appropriately balanced so as to protect the interests of all stakeholders.   

1.1 Application  

The code shall apply to DFIs in Nigeria.   

2.0 Board and Management 

2.1 Responsibilities of the Board  

2.1.1 The Board of Directors shall have the ultimate responsibility for the 
management of a DFI. Specifically, and in line with the provisions in the Companies 
and Allied Matters Act (CAMA) 1990 as amended, Directors owe the DFI a duty of 
care and loyalty and shall act in the interest of the DFI and its stakeholders.  

2.1.2 Members of the Board are severally and jointly liable for the activities of the 
DFI.  

2.1.3 The Board shall define and document the DFI’s strategic goals, approve its long 
and short-term business strategies and monitor their implementation by 
management.  

2.1.4 The Board shall determine the skills, knowledge and experience that members 
require which shall, at the minimum, be in line with the requirements of the Approved 
Persons Regime.   



371 
 

2.1.5 The Board shall ensure that its human, material and financial resources are 
effectively deployed towards the attainment of the goals of the DFI.  

2.1.6 Except as prescribed in the enabling Act, the Board shall appoint the CEO as 
well as top management staff and establish a framework for the delegation of 
authority in the DFI, which shall comply with extant regulations issued by the CBN 
from time to time.  

2.1.7. The Board shall establish and monitor agreed performance targets for the 
management.  

2.1.8 Except as prescribed in the enabling Act, the Board shall ensure that a 
succession plan is in place for the MD/CEO and other Executive Directors.  

2.1.9 The Board shall set limits of authority, specifying the threshold for large 
transactions which it must approve before they take place.   

2.1.10 Members of the Board are severally and jointly liable for the activities of the 
institution.  

2.1.11 The Board shall ensure strict adherence to the Code of Conduct for Directors 
of Banks and OFIs as well as compliance with extant laws and regulations.  

2.1.12 The Board shall consider, approve and monitor the implementation of the 
DFI’s budget, including setting expenditure limits for management and Board 
Committees.   

2.1.13 The Board shall approve credit facilities in line with the approved limits of 
authority of the DFI.  

2.1.14 The Board shall have in place a charter.   

2.2 Size and Composition  

2.2.1 The number of Directors on the Board of a DFI shall be a minimum of seven (7) 
and a maximum of eleven [11] or in accordance with the Act establishing the 
institution.  

2.2.2 Not more than two members of a family shall be on the board of an DFI at the 
same time. The expression 'family' includes director’s spouse, parents, children, 
siblings, cousins, uncles, aunts, nephews, nieces and in-laws.  

2.2.3 The Board shall consist of Executive Directors (EDs) and Non-Executive Directors 
(NEDs) with more than fifty per cent comprising of NEDs.  
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2.2.4 Except as prescribed in the enabling Act, the Board of a DFI shall consist of two 
(2) independent directors as stipulated in the CBN guidelines on the Appointment 
of Independent Directors.  

2.2.5 Members of the Board shall be persons of proven integrity and shall meet the 
requirements of the Revised Assessment Criteria of Approved Persons Regime. At 
least two (2) members of the Board of Directors other than the Executive Directors 
shall be required to have banking or related financial industry experience.  

2.3 Appointment  

2.3.1 Procedure for appointment to the Board shall be formal, transparent and 
documented in the board charter.  

2.3.2 Existing CBN guidelines on appointment to the Board of financial institutions 
shall continue to be applied to DFIs or as provided in the enabling Act establishing 
the institution.  

2.3.3 Track record of appointees shall be an additional eligibility requirement. Such 
records shall cover both integrity and past performance, in accordance with the 
extant CBN Guidelines on Fit and Proper Persons Regime.  

2.3.4 To enhance the effectiveness of Directors, the Directors shall have access to 
corporate information under conditions of confidentiality; provide training and 
continuing education and facilitate access to independent professional advice. 

2.4 Tenure  

2.4.1 Except as prescribed as the enabling Act, the tenure of the MD/CEO of the DFI 
shall be in accordance with the terms of engagement subject to a maximum period 
of ten (10) years. Such tenure shall be broken down into periods not exceeding five 
(5) years at a time. Any person who has served as MD/CEO for the maximum tenure 
(of ten years) in a DFI shall not qualify for appointment in any capacity in the same 
DFI or its subsidiaries until after a period of three years after the expiration of his 
tenure as MD/CEO.  

2.4.2 To ensure continuity and injection of fresh ideas, NEDs of DFIs shall serve for a 
maximum of three (3) terms of four (4) years each.  

2.4.3 The term of office of an Independent Director shall be 4 years for a single term 
and a maximum of 8 years of two consecutive terms if reelected upon the expiration 
of the first term.   
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2.4.4 In the event that the Board of Directors of a DFI is dissolved, a transition period 
of not more than ninety (90) days shall be permitted for the reconstitution of a new 
Board of Directors.  

2.4.5 Where the DFI is a member of a Group or is owned by another financial 
institution, a director in the DFI may be allowed to serve on the Boards of the DFI and 
its holding company at the same time, provided the aggregate number of directors 
from the subsidiaries and associates at any point in time shall not exceed 30 per 
cent of the membership of the Board of Directors of the holding company.  

2.4.6 To enhance effectiveness, all Directors shall have access to corporate 
information under conditions of confidentiality; undergo training and continuing 
education and have access to independent professional advice.  

2.5 Separation of Powers of the Board  

2.5.1 The positions of the Board Chairman and the Managing Director/Chief 
Executive Officer (MD/CEO) shall be separate except otherwise prescribed by the 
enabling Act of the DFI. No one person shall combine the two positions in any DFI at 
the same time. For the avoidance of doubt, no executive Vice Chairman shall be 
recognized in the Board structure.  

2.5.2 Not more than two members of a family shall be on the board of a DFI at the 
same time. The expression 'family' includes director’s spouse, parents, children, 
siblings, cousins, uncles, aunts, nephews, nieces and in-laws.  

2.5.3 Where the DFI is a member of a holding company, not more than two family 
members shall be allowed to serve on the Boards of the DFI and the holding 
company.  

2.5.4 No two members of the same family shall occupy the positions of Chairman 
and MD/CEO or Executive Director of the DFI. 

2.6 Board Committees  

2.6.1 The Board of a DFI shall establish the following Committees to assist in the 
discharge of its responsibilities:  

i) A Committee, responsible for the oversight of Risk Management and Audit 
functions. These functions may be carried out by one committee, depending 
on the size and complexity of the institution.  This is without prejudice to the 
requirements of the Companies and Allied Matters Act (CAMA), 1990, as 
amended on the Statutory Audit Committee which is not a board committee.  
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ii) Each DFI shall have a Risk Officer and Internal Auditor who shall report directly 
to the board Committee(s) responsible for Risk Management and Audit 
function(s).  

iii)  Board Governance and Nominations Committee  
iv)  Board Credit Committee  

2.6.2 All Board Committees shall each have a charter to be approved by the CBN.  

2.6.3 The Chairman of the Board shall not be a member of any Board Committee.  

2.6.4 All Board Committees shall be headed by Non-Executive Directors.  

2.6.5 The Board Audit Committee (BAC) shall have unrestricted access to the 
financial records of the DFI, including external auditors’ reports.  

2.6.6 The MD/CEO shall not be a member of the BAC.  

2.7 Board Meetings  

2.7.1 To effectively perform its oversight function and monitor management’s 
performance, the Board shall meet at least once every quarter.  

2.7.2 Every Director is required to attend all meetings of the Board, and Board 
Committees in which he is a member. In order to qualify for re-election, a Director 
must have attended at least two-thirds of all Board and Board Committee meetings.  

2.7.3 Minutes of meetings of the Board/Board Committees shall be properly written 
in English language, adopted by the Board/Board Committees and signed off by 
the Chairman and Secretary, pasted in the minute’s book and domiciled at the DFI's 
Head Office.    

2.7.4 Board/Board Committee meetings shall be deemed to be duly constituted 
where two-thirds of members are present, provided that a majority of directors at 
the meeting are Non-Executive Directors’ (NEDs).  

2.7.5 The Board shall disclose, in the Corporate Governance Section of the Annual 
Report, the total number of Board and Board Committee meetings held in the 
financial year and attendance by each Director.  

2.8 Remuneration  

2.8.1 DFIs shall align Board and top management remuneration with the long term 
interests of their institutions and those of their shareholders.   

2.8.2 Levels of remuneration should not be excessive but sufficient to attract, retain 
and motivate executive officers, management and members of staff of the DFI.    
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2.8.3 Where remuneration is linked to performance, it shall be designed in such a 
way as to prevent excessive risk taking.  

2.8.4 Every DFIs shall have a remuneration policy put in place by the Board of 
Directors, which shall be disclosed to the shareholders in the annual report.  

2.8.5 A Committee of Non-Executive Directors shall determine the remuneration of 
executive Directors.  

2.8.6 The MD/CEO and other Executive Directors shall not receive sitting allowances 
and Directors’ fees.  

2.8.7 Non-Executive Directors’ (NEDs) remuneration shall be limited to Directors’ fees, 
sitting allowances for Board and Board Committee meetings and reimbursable 
travel and hotel expenses. NEDs shall not receive salaries and benefits whether in 
cash or in kind, other than those mentioned above.  

2.8.8 Where stock options are adopted as part of executive remuneration or 
compensation, the Board shall ensure that the stock options are not priced at a 
discount except with the prior authorization of the relevant regulatory agencies. 
2.8.9 Stock options shall be tied to performance and subject to the approval of the 
shareholders at AGMs.  

2.8.10 Share options shall not be exercisable until one year after the expiration of the 
tenure of the Director.   

2.8.11 DFIs shall disclose in their annual reports, details of the shares held by Directors 
and their related parties.   

2.8.12 Where there is a Remuneration Committee in addition to the three 
Committees prescribed in Section 2.6.1, the membership shall comprise NEDs only 
while the Board Governance and Nomination Committee shall have a combination 
of EDs and NEDs. However, where both Committees are combined, its membership 
shall be drawn only from NEDs.   

2.9 Board Appraisal  

2.9.1 There shall be annual Board and Directors’ review/appraisal covering all 
aspects of the Board's structure, composition, responsibilities, processes and 
relationships, as may be prescribed by the CBN.  

2.9.2 The annual Board appraisal shall be conducted by an independent 
consultant. The report shall be presented to shareholders at the AGM and a copy 
forwarded to the CBN.  
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3.0 Shareholders  

3.1 Rights and Functions of Shareholders 

3.1.1 Shareholders shall have the right to obtain relevant and material information 
from the DFI on a timely and regular basis. 

3.1.2 Shareholders shall have the right to participate actively and vote in general 
meetings. 

3.1.3 In addition to the traditional means of communication, DFIs are encouraged 
to have a website and communicate with shareholders via the website, newsletters, 
village meetings and regular Annual General Meetings (AGMs) and/or Extraordinary 
General Meetings (EGMs). Such information shall include major developments in the 
institution, risk management practices, executive compensation, local branch 
expansion, establishment of investment in subsidiaries and associates, Board and 
top management appointments, sustainability initiatives and practices, and any 
other relevant information. 

3.2 Equity Ownership 

3.2.1 Except for DFIs established by an enabling Act, an equity holding of 5% and 
above by any investor shall be subject to CBN’s prior approval. Where such shares 
are acquired through the capital market, the DFI shall apply for a no objection letter 
from the CBN immediately after the acquisition.

3.2.2 Ownership structure shall be in line with the provisions of the enabling Act 
establishing the DFI or as may be specified from time to time by the CBN. 

3.3 Protection of Shareholders’ Rights 

3.3.1 Every shareholder shall be treated fairly. 

3.3.2 The Board shall ensure that minority shareholders are adequately protected 
from overbearing influence of controlling shareholders. 

3.3.3 The Board shall ensure that the DFI promptly provides to shareholders 
documentary evidence of ownership interest in the DFIs such as share certificates, 
dividend warrants and related instruments. Where these are rendered 
electronically, the Board shall ensure that they are sent in a secure manner. 

3.4 General Meetings 

3.4.1 Notice of general meetings shall be as prescribed by the enabling Act or the 
Companies and Allied Matters Act (CAMA) 1990 as amended.
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3.4.2 The Board shall ensure that the venue of a general meeting shall be convenient 
and easily accessible to the majority of shareholders. 

3.4.3 The Board shall ensure that unrelated issues for consideration are not lumped 
together at general meetings. Statutory business shall be clearly and separately set 
out. Separate resolutions shall be proposed and voted on each substantial issue. 

3.4.4 The Board shall ensure that decisions reached at general meetings are properly 
and fully implemented. 

3.5 Shareholders’ Associations 

The Board shall ensure that dealings of the DFIs with shareholders’ associations are 
in strict adherence with the Code for Shareholders’ Associations issued by the 
Securities and Exchange Commission (SEC). Where a DFI is not listed, its dealings with 
the Association shall be transparent and in line with the relevant governance codes. 

4.0 Rights of Other Stakeholders 

4.1 Employees, customers and other stakeholders of DFIs shall have the right to freely 
communicate their concerns about illegal or unethical practices to the Board. 
Where such concerns border on the activities of the Board, such individuals shall 
have recourse to the CBN in accordance with Section 3.4 of the Guidelines for 
Whistle Blowing for Banks and Other Financial Institutions in Nigeria. 

4.2 Where such stakeholders’ interests are protected by law, stakeholders shall have 
the opportunity to obtain effective redress for violation of their rights. 

4.3 DFIs shall demonstrate good sense of Corporate Social Responsibility (CSR) to 
their stakeholders such as customers, employees, host communities, and the 
general public. 

5.0 Disclosure and Transparency 
5.1 Disclosure 
5.1.1 In order to foster good corporate governance, DFIs are encouraged to make 
timely, accurate and robust disclosures beyond the statutory requirements in BOFIA 
1991 as amended, CAMA 1990, other applicable laws and standards. 

5.1.2 Disclosure in the annual report shall include, but not limited to, material 
information on: 

(a) Major items that have been estimated in accordance with applicable 
accounting and auditing standards; 

(b) Rationale for all material estimates; 
(c) Corporate governance: 
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i. The DFI’s remuneration policy for members of the Board and executives; 
ii. Total NED’s remuneration, including fees and allowances; 
iii. Total Executive compensation, including bonuses paid/payable; 
iv. Details and reasons for share buy-backs, if any, during the period under 

review; 
v. Board of Directors’ performance evaluation; 
vi. Details of Directors, shareholders and their related parties who own 5% and 

above of the DFI’s shares as well as other Shareholders who, in concert with 
others, control the DFI; 

vii. Governance structure; 
viii. Composition of Board Committees including names of chairmen and 

members of each Committee; 
(d) Risk Assets:

i. Concentration of assets, liabilities and off-balance sheet engagements by 
sector, geography, and product. 

ii. Loan quality. 
iii. Lending/borrowing to/from subsidiaries and associates. 
iv. Loans and advances/funding or commitment lines from institutions outside 

Nigeria. 
v. Related party transactions. 
vi. Insider-related credits in accordance with the extant CBN circular. 

(e) Risk management: 
i. All significant risks. 
ii. Risk management practices indicating the Board’s responsibility for the 

entire process of risk management as well as a summary of external 
auditors’ observed lapses thereon. 

(f) Information on strategic modification to the core business. 
(g) All regulatory/supervisory contraventions during the year under review and 

infractions uncovered through whistle blowing, including regulatory sanctions 
and penalties. 

(h) Capital Structure/Adequacy. 
(i) Any service contracts and other contractual relationships with related parties. 
(j) Frauds and Forgeries. 
(k) Contingency Planning Framework. 
(l) Contingent Assets and Liabilities (off balance sheet engagement) 

5.2 Transparency and Integrity in Reporting 

5.2.1 DFIs shall have a structure in place to independently verify and safeguard the 
integrity of their financial reporting, which shall: 

i) entail the review and consideration of the financial statements  by the 
BAC/Board; and 
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ii) enhance the independence and competence of the DFIs internal and 
external auditors. 

5.2.2 The BAC shall be structured in such a way that it: 
i) consists only of Non-EDs; 
ii) is chaired by an Independent director; 
iii) has at least three members. 

5.2.3 The BAC shall be of sufficient size, independence and technical expertise to 
discharge its mandate effectively. 

5.2.4 The BAC shall include members who are financially literate (that is, be able to 
read and understand financial statements). At least one of the members shall have 
relevant qualifications and experience in banking, financial and accounting 
matters). 

5.2.5 The BAC shall review the integrity of the DFI’s financial reporting and oversee 
the independence of the internal and external auditors. 

5.2.6 The BAC shall meet at least once every quarter. 

5.2.7 The appointment and removal of the Chief Compliance Officer/ Head of 
Internal Audit shall be the responsibility of the Board subject to CBN’s ratification. 

The CBN must be notified of any change and reasons thereof, within fourteen (14) 
days of such change. 

5.2.8 The qualification and experience of the Chief Compliance Officer/ Head of 
Internal Audit shall be in accordance with the provisions of the CBN’s Competency 
Framework for the Banking Industry. 

The office of the Chief Compliance Officer (CCO) and that of Internal Auditor may 
be combined depending on the size and complexity of the DFI’s business. 

The Internal Auditor shall, in addition to ensuring the internal control in the DFI, 
monitoring compliance with Anti-Money Laundering and Combating the Financing 
of Terrorism (AML/CFT) requirements, monitor the implementation of the corporate 
governance code. 

5.2.9 Appointment of external auditors shall be approved by the CBN. 

5.2.10  External auditors shall: 

i.  render reports to the CBN on DFI’s risk management practices, internal controls 
and level of compliance with regulatory directives. 
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ii. review the work of the internal auditor on each of the DFI’s key risk elements to 
cover risk identification, measurement, monitoring and control. 
iii. review compliance with policies and internal control procedures put in place by 

the Board to manage and mitigate the institution’s risks. 
iv. report on the level of each key risk element as well as the composite risk profile of 

the DFI and make recommendations to the Board to enhance the effectiveness 
of risk management processes in the DFI. 

v. forward copies of their report to the CBN, together with the external auditor’s 
management letter on the DFI’s audited financial statements. 

5.2.11 External auditors of DFIs shall not provide client services that shall amount to 
conflict of interest including the following: 

i. Bookkeeping or other services related to the accounting records or financial 
statements of the audit client; 

ii. Appraisal or valuation services, fairness opinion or contribution-in kind reports; 
iii. Actuarial services; 
iv. Internal audit outsourcing services; 
v. Management or human resource functions including broker or dealer, investment 

banking services and legal or expert services. 

5.2.12 The tenure of auditors in a given DFI shall be for a maximum period of ten (10) 
cumulative years after which the audit firm shall not be reappointed in the DFI until 
after a period of another ten (10) consecutive years. 

5.2.13 An audit firm shall not provide audit services to a DFI if one of the DFI’s top 
officials (Directors, Chief Finance Officer, Chief Audit Officer, etc.) was employed 
by the firm and worked on the DFI’s audit during the immediate past two (2) years. 

5.2.14 There shall be due process in all the procedures of DFIs. 

5.2.15. All insider credit applications pertaining to directors and management staff 
and parties related to them, irrespective of size, shall be sent for 
consideration/approval to the Board Credit Committee. 

5.2.16 Any director whose facility or that of his/her related interests remains  non-
performing for more than one year shall cease to be on the board of the DFI and 
could be blacklisted from sitting on the board of any other financial institution. 

5.3  Whistle Blowing  

5.3.1 DFIs shall have a whistle-blowing policy made known to employees, customers 
and other stakeholders. 
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5.3.2 The policy shall contain mechanisms, including assurance of confidentiality, 
that encourage all stakeholders to report any unethical activity to the DFI and/or 
the CBN. 

5.3.3 DFIs are required to submit returns to the CBN on the compliance with the 
whistle-blowing policy on a semi-annual basis to the Director, Other Financial 
Institutions Supervision Department not later than 7 days after the end of the 
relevant period. 

6.0  Risk Management 

6.1 Every DFIs shall have a risk management framework specifying the governance 
architecture, policies, procedures and processes for the identification, 
measurement, monitoring and control of the risks inherent in its operations. 

6.2 The Board shall approve the risk management policies of the DFI and ensure their 
implementation by management. 

6.3 Risk management policies shall reflect the DFI’s risk management mandate, 
which shall include: 

i. Clear objectives and enterprise-wide authority for its activities; 
ii. Risk philosophy, vision and mission; 
iii. Authority to carry out its responsibilities independently; 
iv. Scope of Enterprise Risk Management (ERM); 
v. A requirement for it to be communicated throughout the organization to 

promote transparency; 
vi. Periodic review to ensure continued appropriateness; 
vii. A requirement for management to report regularly on the effectiveness of the 

institution’s risk management processes and on its aggregate exposures 
compared to approved limits; and 

viii. Authority to follow-up on action taken by management in response to 
identified issues and related recommendations.  

6.4 DFIs shall disclose a summary of its risk management policies in their annual 
financial statements. 

6.5 DFIs’ risk management policies shall clearly describe the roles and responsibilities 
of the Board, BRMC, management and internal audit function. 

6.6 Boards of DFIs shall ensure that the framework provides for regular and 
independent reviews of the risk management policies and procedures as well as 
periodic assessment of the adequacy and effectiveness of the risk management 
function. 
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6.7 The composition of a DFI’s BRMC shall include at least 2 non-EDs and the 
executive Director in charge of risk management but chaired by a non ED. 

7.0 Ethics & Professionalism and Conflict of Interest 

7.1 Ethics & Professionalism 

7.1.1 To make ethical and responsible decisions, DFIs shall comply with their legal 
obligations and have regard to the reasonable expectations of their stakeholders. 

7.1.2 DFIs shall establish a code of conduct and disclose in the code or a summary 
of the code such information as: 

i. the practices necessary to maintain confidence in the institution’s integrity; 

ii. the practices necessary to take into account their legal obligations and the 
reasonable expectations of their stakeholders; and 

iii. the responsibility and accountability of individuals reporting and investigating 
reports of unethical practices. 

7.1.3 The Code should: 

i. commit the DFI, its Board and management (and employees) to the highest 
standards of professional behavior, business conduct and sustainable business 
practices; 

ii. be developed in collaboration with management and employees; 
iii. receive commitment for its implementation from the Board, the Managing 

Director/Chief Executive Officer and individual Directors of the company; 
iv. be sufficiently detailed as to give clear guidance to users including advisers, 

consultants and contractors; 
v. be formally communicated to the persons to whom it applies; and 
vi. be reviewed regularly and updated when necessary. 

7.1.4 Where applicable, DFIs shall establish and disclose a policy concerning trading 
in its securities by Directors, senior executives and employees. 

7.1.5 Where applicable, the trading policy shall contain appropriate compliance 
standards and procedures to ensure that the policy is properly implemented. There 
shall also be an internal review mechanism to assess compliance and effectiveness. 

7.2  Conflict of Interest  

7.2.1 Every DFI shall have in place an approved Conflict of Interest Policy. The policy 
shall, at the minimum, cover the following areas: 
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i. Approval & Revision date; 
ii. Definition of conflict of interest; 
iii. Purpose of the Policy; 
iv. Examples of conflict of interest situations; 
v. Procedures to follow in situations of conflict of interest. 

7.2.2 The Board of Directors shall be responsible for managing conflicts of interest. 

7.2.3 Directors shall promptly disclose to the Board any real or potential conflict of 
interest that they may have regarding any matter that may come before the Board 
or its Committees. 

7.2.4 Directors shall abstain from discussions and voting on any matter in which they 
have or may have a conflict of interest. 

7.2.5 Directors who are aware of a real, potential or perceived conflict of interest on 
the part of a fellow Director, have a responsibility to promptly raise the issue for 
clarification, either with the Director concerned or with the Chairman of the Board. 

7.2.6 Disclosure by a Director of a real, potential or perceived conflict of interest or 
a decision by the Board as to whether a conflict of interest exists shall be recorded 
in the minutes of the meeting. 

8.0  Compliance  

8.1.1 Compliance with the code is mandatory for all DFIs. 

8.1.2 Returns on the status of each DFI’s compliance with this code shall be rendered 
to the CBN semi-annually or as may be specified by the CBN from time to time. 

8.1.3 Failure to comply with the code will attract appropriate sanctions in 
accordance with section 64 BOFIA Cap B3 Laws of the Federation of Nigeria (LFN) 
2004 or as may be specified in any applicable legislation or regulation. 
 
9.0 Sanctions  

Failure to comply with the Code will attract appropriate sanctions in accordance 
with BOFIA or as may be specified in any applicable legislation or regulation.  
 
10.0 EFFECTIVE DATE  

This code shall take effect from December 1, 2018. 

 



384 
 

 

    

 

 

CENTRAL BANK OF NIGE CENTRAL BANK OF NIGECENTRAL BANK OF NIGERIA RIA
  

 
  

CODE OF CORPORATE G OVERNANCE  

FOR FINANCE COMPANIE FOR FINANCE COMPANIES S  IN NIGERIA
OVERNANCE 

IN NIGERIA
  

ISSUE DATE: 
    OCTOBER 

  24 ,  2018 
  

EFFECTIVE DATE: 
     APRIL 01, 2019   

  



385 
 

CODE OF CORPORATE GOVERNANCE FOR FINANCE COMPANIES 

1.0 Introduction 

Finance Companies (FCs) play a complimentary role to banks in the business of 
financial intermediation. This segment of the financial system is expected to mobilize 
funds by way of borrowings, debt issuance and fund raising from local and foreign 
investors for lending to small, micro and medium enterprises. Their activities were 
expected to deepen the market and complement the financial inclusion drive of 
the CBN. 

The Operational Guidelines for Finance Companies in Nigeria was revised in 2014 as 
part of initiatives to establish financial stability as well as reposition the finance 
company sub-sector for greater effectiveness in the financial sector landscape.  

To complement these efforts, the CBN hereby issues the Code of Corporate 
Governance for Finance Companies. The Code is expected to enhance good 
governance practices, engender public confidence to attract investments and 
promote efficiency and transparency in the sub-sector. 

The Code is issued pursuant to the relevant provisions of the Central Bank of Nigeria 
(CBN) Act 2007, Banks and Other Financial Institutions Act (BOFIA) CAP B3, Laws of 
the Federation of Nigeria (LFN) 2004, other relevant laws and extant CBN Guidelines 
and Circulars. 

1.1 Application 

The code shall apply to all licensed FCs in Nigeria. 

2.0 BOARD OF DIRECTORS AND MANAGEMENT 

2.1 Responsibilities of the Board 

2.1.1 The Board shall be accountable and responsible for the performance and 
affairs of the FC. Specifically, and in line with the provisions of the Companies and 
Allied Matters Act (CAMA) 1990 (as amended), Directors owe the FC the duty of 
care and loyalty to act in the interest of the FC’s shareholders and other 
stakeholders. 

2.1.2 Members of the Board are severally and jointly liable for the activities of the FC. 

2.1.3 The Board shall define and document the FC’s strategic goals, approve its long 
and short-term business strategies and monitor their implementation by 
management. 



386 
 

2.1.4 The Board shall determine the skills, knowledge and experience that members 
require which shall, at the minimum, be in line with the requirements of the Approved 
Persons Regime. 

2.1.5 The Board shall ensure that its human, material and financial resources are 
effectively deployed towards the attainment of set goals of the FC. 

2.1.6 The Board shall appoint the CEO as well as top management staff and establish 
a framework for delegation of authority in the FC, which shall comply with extant 
regulations issued by the CBN from time to time. 

2.1.7 The Board shall establish and monitor agreed performance targets for the 
management. 

2.1.8 The Board shall ensure that a succession plan is in place for the MD/CEO, 
executive directors and management staff of the FC. 

2.1.9 The Board shall set limits of authority, specifying the threshold for large 
transactions which it must approve before they take place. 

2.1.10 The Board shall ensure strict adherence to the Code of Conduct for Directors. 

2.1.11 The Board shall consider, approve and monitor the implementation of the 
FC’s budget, including setting expenditure limits for management and Board 
Committees. 

2.2 Composition and Size of the Board   

2.2.1 The size of the Board of any FC shall be limited to a minimum of 5 and a 
maximum of 9 with more than fifty per cent of board membership comprising non-
executive directors (NEDs). 

2.2.2 Members of the Board shall be persons of proven integrity and shall meet the 
requirements of the Revised Assessment Criteria of Approved Persons Regime. At 
least two (2) members of the Board of Directors other than the Executive Directors 
shall be required to have banking or related financial industry experience. 

2.2.3 The Board shall consist of Executive and Non-Executive Directors. The number 
of Non-Executive Directors shall be more than that of Executive Directors. 

2.2.4 The Board of FCs shall comprise at least one (1) Independent Non-Executive 
Director (INED). An Independent Director is a member of the Board of Directors who 
has no direct material relationship with the FC or any of its officers, major 
shareholders, subsidiaries and affiliates. 
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2.3 Separation of Powers 

2.3.1 The positions of the Board Chairman and the MD/CEO shall be separate. No 
one person shall combine the two positions in any FC at the same time. For the 
avoidance of doubt, no executive Vice Chairman shall be allowed in the Board 
structure. 

2.3.2 Not more than two members of a family shall be on the board of a FC at the 
same time. The expression 'family' includes director’s spouse, parents, children, 
siblings, cousins, uncles, aunts, nephews, nieces and in-laws. 

2.3.3 Where the FC is a member of a holding company, not more than two family 
members shall be allowed to serve on the Boards of the FC and the holding 
company. 

2.3.4 No two members of a family shall occupy the positions of Chairman and 
MD/CEO or Executive Director of the FC and Chairman or MD/CEO of a FC’s 
subsidiary at the same time. 

2.4 Appointment and Tenure 

2.4.1 Members of the Board of Directors shall be appointed by the shareholders and 
approved by the CBN. 

2.4.2  To qualify for the position of a Non-Executive Director, it is required that the 
nominee shall not be an employee of a bank or other financial institution, except 
where the FC is promoted by the bank or other financial institution and the proposed 
director is representing the interest of such an institution. 

2.4.3 The procedure for appointment to the Board shall be formal, transparent and 
documented in the Board charter. 

2.4.4 The appointment to the Board of FCs shall be in accordance with extant 
regulations issued by the CBN from time to time. 

2.4.5 The track record of appointees shall be an additional eligibility requirement. 
Such records shall cover both integrity and past performance, in accordance with 
extant CBN guidelines. 

2.4.6  To ensure continuity and injection of fresh ideas, NEDs of FCs shall serve for a 
maximum of three (3) terms of four (4) years each. 

2.4.7  The term of office of an Independent Director shall be 4 years for a single term 
and a maximum of 8 years of two consecutive terms if reelected upon the expiration 
of the first term. 
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2.4.8  The tenure of the MD/CEO of the FC shall be in accordance with the terms of 
engagement subject to a maximum period of ten (10) years. Such tenure shall be 
broken down into periods not exceeding five (5) years at a time.  Any person who 
has served as MD/CEO for the maximum tenure (of ten years) in an FC shall not 
qualify for appointment in any capacity in the same FC or its subsidiaries until after 
a period of three (3) years after the expiration of his tenure as MD/CEO.

2.4.9  Where the FC is a member of a Group or is owned by another financial 
institution, a director in the FC may be allowed to serve on the Boards of the FC and 
its holding company at the same time, provided the aggregate number of directors 
from the subsidiaries and associates at any point in time shall not exceed 30 per 
cent of the membership of the Board of Directors of the holding company. 

2.4.10 To enhance effectiveness, all Directors shall have access to corporate 
information under conditions of confidentiality; undergo training and continuing 
education and have access to independent professional advice. 

2.5 Board Committees 

2.5.1 The Board shall at the minimum, establish the following Committees: 

a) Risk Management Committee 
b) Audit Committee 
c) Board Governance and Nominations Committee 
d) Board Credit Committee 

The functions of Risk Management and Audit may be carried out by one committee 
particularly in small institutions. This is without prejudice to the requirements of CAMA 
1990 (as amended) on the Statutory Audit Committee which is not a Board 
Committee. 

Each FC shall have a Risk Officer and Internal Auditor who shall report directly to 
the Committee(s) responsible for Risk Management and Audit function(s) 
respectively. 

2.5.2 Where there is a Remuneration Committee in addition to the four Committees 
prescribed in Section 2.5.1, the membership shall comprise NEDs only. Where both 
Committees (Remuneration Committee and Governance & Nominations 
Committee) are combined, its membership shall be drawn only from NEDs. 

2.5.3 The Remuneration Committee shall determine the remuneration of Executive 
Directors and management. 
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2.5.4 The Board and its Committees shall each have a charter to be approved by 
the CBN. The charter shall be reviewed every three (3) years or as may be 
determined by the CBN from time to time. 

2.5.5 The Chairman of the Board shall not be a member of any Board Committee. 

2.5.6 All Board Committees shall be headed by Non-Executive Director (NEDs). 

2.5.7 The Board Audit Committee (BAC) shall have unrestricted access to the 
financial records of the FC including external auditors’ reports.

2.5.8 The MD/CEO and other Executive Directors (EDs) shall not be members of the 
BAC. 

2.5.9 The Board Credit Committee shall comprise members knowledgeable in credit 
analysis. 

2.5.10 The Board shall not replace members of the BAC and External Auditors at the 
same time. 

2.6 Board/Board Committees Meetings 

2.6.1 To effectively perform its oversight functions and monitor management’s 
performance, the Board and each of the Board Committees shall meet at least 
once every quarter. 

2.6.2  Minutes of meetings of the Board/Board Committees shall be properly written 
in English language, adopted and signed off by the Board/Committee Chairman 
and Secretary, pasted in the minutes book and domiciled at the FC’s Head Office.

2.6.3 Every Director shall attend all meetings of the Board, and Board Committees in 
which he is a member. In order to qualify for re-election, a Director must have 
attended at least two-thirds of all Board and Board Committee meetings in each 
financial year. 

2.6.4 The Board shall disclose, in the Corporate Governance Section of the Annual 
Report, the total number of Board and Board Committee meetings held in the 
financial year and attendance by each Director. 

2.6.5 Board/Board Committee meetings shall be deemed to be duly constituted 
where two-third of members are present, provided that a majority of NEDs are 
present at the meeting. 



390 
 

2.7 Remuneration 

2.7.1 FC shall align executive and Board remuneration with the long term interests of 
their institutions and their shareholders. 

2.7.2 Levels of remuneration should not be excessive but sufficient to attract, retain 
and motivate executive officers, management and members of staff of the FC. 

2.7.3 Where remuneration is linked to performance, it shall be designed in such a 
way as to prevent excessive risk taking. 

2.7.4 Every FC shall have a remuneration policy put in place by the Board of 
Directors, which shall be disclosed to the shareholders in the annual report. 

2.7.5 The MD/CEO and other Executive Directors shall not receive sitting allowances 
and Directors’ fees. 

2.7.6 Non-Executive Directors’ (NEDs) remuneration shall be limited to Directors’ fees, 
sitting allowances for Board and Board Committee meetings and reimbursable 
travel and hotel expenses. NEDs shall not receive salaries and benefits whether in 
cash or in kind, other than those mentioned above.  

2.7.7 Where share options are adopted as part of executive remuneration or 
compensation, the Board shall ensure that the stock options are not priced at a 
discount except with the prior authorization of the relevant regulatory agencies. 

2.7.8 Share options shall be tied to performance and subject to the approval of 
shareholders at AGMs. 

2.7.9 Share options shall not be exercisable until one year after the expiration of the 
tenure of the Director. 

2.7.10 FCs shall disclose in their annual reports, details of the shares held by Directors 
and their related parties. 

2.8 Board Appraisal 

2.8.1 There shall be annual Board and Directors’ appraisal covering all aspects of 
the Board's structure, composition, responsibilities, processes, relationships and 
performance or as may be prescribed by the CBN. 

2.8.2 The annual Board appraisal shall be conducted by an independent 
consultant. The report shall be presented to shareholders at the AGM and a copy 
forwarded to the CBN by the independent consultant, not later than March 31 of 
the following year. 



391 
 

3.0 Shareholders 

3.1 Rights and Functions of Shareholders 

3.1.1 Shareholders shall have the right to obtain relevant and material information 
from the FC on a timely and regular basis. 

3.1.2 Shareholders shall have the right to participate actively and vote in general 
meetings. 

3.1.3 In addition to the traditional means of communication, FCs are encouraged 
to have a website and communicate with shareholders via the website, newsletters 
Annual General Meetings (AGMs) and/or Extraordinary General Meetings (EGMs). 
Such information shall include major developments in the FC, risk management 
practices, executive compensation, establishment of investment in subsidiaries and 
associates, Board and top management appointments, sustainability initiatives 
including Corporate Social Responsibilities (CSR), and any other relevant 
information. 

3.2 Equity Ownership 

3.2.1 Except as approved by the CBN, no individual, group of individuals, their 
proxies or corporate entities and/or their subsidiaries shall own controlling interest in 
more than one (1) FC. 

3.3 Protection of Shareholders’ Rights 

3.3.1 Every shareholder shall be treated fairly. 

3.3.2 The Board shall ensure that minority shareholders are adequately protected 
from overbearing influence of controlling shareholders. 

3.3.3 The Board shall ensure that the FC promptly provides to shareholders 
documentary evidence of ownership interest in the FCs such as share certificates, 
dividend warrants and related instruments. Where these are rendered 
electronically, the Board shall ensure that they are sent in a secure manner. 

3.4 General Meetings 

3.4.1 Notice of general meetings shall be as prescribed by the CAMA 1990(as 
amended). 

3.4.2 The Board shall ensure that all general meetings of the shareholders hold at a 
convenient and easily accessible venue to the majority of shareholders. 
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3.4.3 The Board shall ensure that unrelated issues for consideration are not lumped 
together at general meetings. Statutory business shall be clearly and separately set 
out. Separate resolutions shall be proposed and voted on each substantial issue. 

3.4.4 The Board shall ensure that decisions reached at general meetings are properly 
and fully implemented. 

3.5 Shareholders’ Associations 

3.5.1 The Board shall ensure that dealings of the FC with shareholders’ associations 
are in strict adherence with the Code of Conduct for Shareholders’ Associations 
issued by the Securities and Exchange Commission (SEC). Where an FC is not listed, 
its dealings with the Association shall be transparent and in line with the relevant 
governance codes. 

4.0 Rights of other Stakeholders 

4.1 Stakeholders shall have the right to freely communicate their concerns about 
any illegal or unethical practices to the Board. Where such concerns border on the 
activities of the Board, such individuals shall have recourse to the CBN in 
accordance with Section 3.4 of the Guidelines for Whistle Blowing for Banks and 
Other Financial Institutions in Nigeria. 

4.2 Where stakeholder interests are protected by law, stakeholders shall have the 
opportunity to obtain effective redress for violation of their rights. 

4.3 FCs shall demonstrate good Corporate Social Responsibility (CSR) to their 
stakeholders such as customers, employees, host communities, and the general 
public. 

5.0 Disclosure and Transparency 

5.1. Disclosure 

5.1.1 In order to foster good corporate governance, FCs are encouraged to make 
timely, accurate and robust disclosures beyond the statutory requirements in BOFIA 
1991 (as amended), CAMA 1990, and other applicable laws and standards. 

5.1.2 Disclosure in the website, annual and periodic financial reports or by any other 
appropriate means shall include, but not limited to, material information on: 

i. Major items that have been estimated in accordance with applicable 
accounting and auditing standards; 

ii. Rationale for all material estimates; 
iii. Details on Directors; 
iv. Governance structure; 
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v. Risk Assets; 
vi. Risk management; 
vii. Information on strategic modification to the core business; 
viii. All regulatory/supervisory contraventions during the year under review and 

infractions uncovered through whistle blowing, including regulatory sanctions 
and penalties. 

ix. Capital Structure/Adequacy; 
x. Opening and closure of branch 
xi. Any service contracts and other contractual relationships with related parties; 
xii. Frauds and Forgeries; 
xiii. Contingency Planning Framework; 
xiv. Contingent Assets and Liabilities (off balance sheet engagement) 

5.2 Transparency and Integrity in Reporting 

5.2.1 FCs shall have a structure to independently verify and safeguard the integrity 
of their financial reporting, which shall: 

i.  entail the review and consideration of the financial statements by the BAC; and 
ii. enhance the independence and competence of the FC’s internal and external 

auditors. 

5.2.2 The BAC shall be structured in such a way that it: 
i. has at least three members. 
ii. consists of NEDs only; 
iii. is chaired by an INED. 

5.2.3 The BAC shall be independent and possess technical expertise to discharge its 
mandate effectively. 

5.2.4 The BAC shall include members who are financially literate (that is, be able to 
read and understand financial statements). At least one of the members shall have 
relevant qualifications and experience (that is, shall be a qualified accountant or 
other finance professional with experience in finance and accounting matters). 

5.2.5 The BAC shall review the integrity of the FC’s financial reporting and oversee 
the independence of the internal and external auditors. 

5.2.6 The BAC shall meet at least once every quarter. Deliberations shall include at 
least consideration of the quarterly reports of the internal auditor. All audit queries 
shall be investigated and resolved promptly. 

5.2.7 Every FC shall have a Chief Compliance Officer (CCO) whose responsibility 
shall include monitoring compliance with the corporate governance code and 
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Anti-Money Laundering and Combating the Financing of Terrorism (AML/CFT) 
requirements. 

5.2.8 The office of the CCO and that of the Internal Auditor may be combined in a 
Financial Company (FC). 

5.2.9 Appointment of external auditors shall be approved by the CBN. 

5.2.10 External auditors shall: 
i. render reports to the CBN on FC’s risk management practices, internal 

controls and level of compliance with regulatory directives. 
ii. review the work of the internal auditor on each of the FC’s key risk elements 

to cover risk identification, measurement, monitoring and control. 
iii. review compliance with policies and internal control procedures put in place 

by the Board to manage and mitigate the institution’s risks. 
iv. report on the level of each key risk element as well as the composite risk profile 

of the FC and make recommendations to the Board to enhance the 
effectiveness of risk management processes in the FC. 

v. forward copies of their report to the CBN, together with the external auditor’s 
management letter on the FC’s audited financial statements. 

5.2.11 External auditors of FCs shall not provide client services that shall amount to 
conflict of interest including the following: 
i. Bookkeeping or other services related to the accounting records or financial 

statements of the audit client; 
ii. Appraisal or valuation services, fairness opinion or contribution-in-kind reports; 
iii. Actuarial services; 
iv. Internal audit outsourcing services; 
v. Management or human resource functions 

5.2.12 The tenure of auditors in a given FC shall be for a maximum period of ten (10) 
cumulative years after which the audit firm shall not be re-appointed in the FC until 
after a period of another five (5) consecutive years. 

5.2.13 An audit firm shall not provide audit services to an FC if one of the FC’s top 
officials (Directors, Chief Finance Officer, Chief Audit Officer, etc.) was employed 
by the firm and worked on the FC’s audit during the immediate past two (2) years. 

5.2.14 The MD/CEO of an FC shall certify in the statutory returns submitted to the CBN 
that he/she has reviewed the reports, and that based on his/her knowledge: 
i. The report does not contain any untrue statement of a material fact. 
ii. The financial statements and other financial information in the report, fairly 

represent, in all material respects the financial condition and results of 
operations of the FC as of, and for the periods presented in the report. 
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5.2.15 Rendition of false information to the CBN shall attract appropriate sanctions 
including monetary penalties and suspension of the MD/CEO for six (6) months in the 
first instance and possible removal. 

5.2.16 There shall be due process in all the procedures of FCs. 

5.2.17 All insider credit applications pertaining to directors and management staff 
and parties related to them, irrespective of size, shall be sent for 
consideration/approval to the Board Credit Committee. 

5.2.18 Any director whose facility or that of his/her related interests remains 
nonperforming for more than one year shall cease to be on the board of the FC and 
could be blacklisted from sitting on the board of any other financial institution. 

5.2.19 The practice/use of anticipatory approvals by Board Committees shall be 
limited strictly to emergency cases only and ratified at the next board meeting. 

5.2.20 No director-related credit facilities and/or interest thereon shall be written off 
without CBN prior approval. 

5.3 Whistle Blowing 

5.3.1  FCs shall have a whistle-blowing policy made known to employees and other 
stakeholders. 

5.3.2 The policy shall contain mechanisms, including assurance of confidentiality 
that encourages all stakeholders to report any unethical activity to the institution 
and/or the CBN. 

5.3.3 FCs are required to submit returns on the compliance with the whistleblowing 
policy on a semi-annual basis to the Director, Other Financial Institutions Supervision 
Department, not later than 7 days after the end of the relevant period. 

6.0       Risk Management 

6.1 Every FCs shall have a risk management framework specifying the governance 
architecture, policies, procedures and processes for the identification, 
measurement, monitoring and control of the risks inherent in its operations. 

6.2 The Board shall approve the risk management policies of the FC and ensure their 
implementation by management. 

6.3 Risk management policies shall reflect the FC’s risk management mandate, 
which shall include: 

i. Clear objectives and enterprise-wide authority for its activities; 
ii. Risk philosophy, appetite, vision and mission; 
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iii. Authority to carry out its responsibilities independently; 
iv. Scope of Enterprise Risk Management (ERM); 
v. A requirement for it to be communicated throughout the organization to 

promote transparency; 
vi. Periodic review to ensure continued appropriateness; 
vii. A requirement for management to report regularly on the effectiveness of the 

institution’s risk management processes and on its aggregate exposures 
compared to approved limits; and 

viii. Authority to follow-up on action taken by management in response to 
identified issues and related recommendations. 

6.4 FCs shall disclose a summary of the risk management policies in their annual 
financial statements

6.5 The risk management policy of an FC shall clearly describe the roles and 
responsibilities of the Board, Board Risk Management Committee (BRMC), 
management and internal audit function. 

6.6 Boards of FCs shall ensure that the framework provides for regular and 
independent reviews of the risk management policies and procedures as well as 
periodic assessment of the adequacy and effectiveness of the risk management 
function. 

6.7 The composition of an FC’s BRMC shall include at least 2 NEDs and must be 
chaired by a NED. 

 
7.0 Ethics & Professionalism and Conflict of Interest 

7.1 Ethics & Professionalism 

7.1.1 To make ethical and responsible decisions, FCs shall comply with their legal 
obligations and have regard to the reasonable expectations of their stakeholders. 

7.1.2 FCs shall establish a code of conduct and disclose in the code or a summary 
of the code such information as: 

i.  the practices necessary to maintain confidence in the FC’s integrity; 

ii. the practices necessary to take into account their legal obligations and the 
reasonable expectations of their stakeholders; and 

iii.  the responsibility and accountability of individuals reporting and investigating 
reports of unethical practices. 
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7.1.3 The Code shall:   

a) commit the FC, its Board and Management and employees to the highest 
standards of professional behavior, business conduct and sustainable business 
practices; 

b) be developed in collaboration with management and employees; 
c) receive commitment for its implementation from the Board and the 

Managing Director/Chief Executive Officer and individual Directors of the 
company; 

d) be sufficiently detailed as to give clear guidance to users including advisers, 
consultants and contractors; 

e) be formally communicated to the persons to whom it applies; and 
f) be reviewed regularly and updated when necessary. 

7.1.4 Where applicable, FCs shall establish and disclose a policy concerning trading 
in the FC’s securities by directors, senior executives and employees. The trading 
policy shall contain appropriate compliance standards and procedures to ensure 
that the policy is properly implemented. There shall also be an internal review 
mechanism to assess compliance and effectiveness. 

7.1.5 FCs shall publish the policy concerning the issue of Board and employee 
trading in its securities. 

7.2 Conflict of Interest 

7.2.1 Every FC shall have in place an approved policy on conflict of interest. The 
policy shall, at the minimum, cover the following areas: 

i. Approval and Revision date; 
ii. Definition of conflict of interest; 
iii. Purpose of the Policy; 
iv. Examples of conflict of interest situations; and 
v. Procedures to follow in situations of conflict of interest. 

7.2.2 The Board of Directors shall be responsible for managing conflicts of interest. 

7.2.3 Directors shall promptly disclose to the Board any real or potential conflict of 
interest that they may have regarding any matter that may come before the Board 
or its Committees. 

7.2.4 Directors shall abstain from discussions and voting on any matter in which they 
have or may have a conflict of interest. 
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7.2.5 Directors who are aware of a real, potential or perceived conflict of interest on 
the part of a fellow Director, have a responsibility to promptly raise the issue for 
clarification, at the board meeting for consideration by all members. 

7.2.6 Disclosure by a Director of a real, potential or perceived conflict of interest or 
a decision by the Board as to whether a conflict of interest exists shall be recorded 
in the minutes of the meeting. 

8.0 Compliance 

8.1 All FCs shall comply with the provisions of this Code. External auditors of FCs shall 
report annually to the CBN, the extent of the FC’s compliance with the provisions of 
this Code. 

8.2  Returns on the status of each institution’s compliance with this code shall be 
rendered to the CBN semi-annually (30th June and 31st December every year) or as 
may be specified by the CBN from time to time. The returns shall be addressed and 
submitted to the Director, Other Financial Institutions Supervision Department not 
later than 7 days after the end of the relevant period. 

 
9.0 Sanctions 

Failure to comply with the Code will attract appropriate sanctions in accordance 
with section 64 BOFIA Cap B3 Laws of the Federation of Nigeria (LFN) 2004 or as may 
be specified in any applicable legislation or regulation. 

10.0 Effective Date 

This code shall take effect from December 1, 2018.  
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CODE OF CORPORATE GOVERNANCE FOR MICROFINANCE BANKS  

1.0 Introduction 

In view of the importance of micro and small enterprises to the growth of an 
economy, the Central Bank of Nigeria (CBN) in 2005 introduced the 
Microfinance Policy and Regulatory Framework to support the development 
of the sub-sector. However, by 2014, some of the licensed Microfinance Banks 
(MFBs) had become insolvent, a development largely attributed to poor 
governance practices and gross insider abuses. 

To strengthen corporate governance practices in MFBs in Nigeria, the CBN, 
pursuant to the provisions of Section 2(d) of the CBN Act 2007 and Section 57 
of the Banks and Other Financial Institutions Act (BOFIA) CAP B3 LFN 2004, 
hereby issues this Code of Corporate Governance for Microfinance Banks in 
Nigeria. 

The objectives of the Code are to: 

i. Define minimum acceptable corporate governance standards for all 
licensed MFBs in Nigeria; 

ii. Promote high ethical standards among operators; and 
iii. Enhance public confidence in MFBs in Nigeria. 

1.1 Application 

The code shall apply to all licensed MFBs in Nigeria. 

2.0 Board of Directors and Management  

2.1 Responsibilities of the Board 

2.1.1 The Board shall be accountable and responsible for the performance and 
affairs of the MFB. Specifically, and in line with the provisions of the Companies 
and Allied Matters Act (CAMA) 1990 (as amended), Directors owe the MFB the 
duty of care and loyalty to act in the interest of the MFB’s shareholders and 
other stakeholders.  

2.1.2 Members of the Board are severally and jointly liable for the activities of 
the MFB.  

2.1.3 The Board shall define and document the MFB’s strategic goals, approve 
its long and short-term business strategies and monitor their implementation by 
management.  
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2.1.4 The Board shall determine the skills, knowledge and experience that 
members require which shall, at the minimum, be in line with the requirements 
of the Approved Persons Regime.   

2.1.5 The Board shall ensure that its human, material and financial resources 
are effectively deployed towards the attainment of set goals of the MFB.   

2.1.6 The Board shall appoint the CEO as well as top management staff and 
establish a framework for delegation of authority in the MFB, which shall 
comply with extant regulations issued by the CBN from time to time.  

2.1.7 The Board shall establish and monitor agreed performance targets for the 
management.  

2.1.8 The Board shall set limits of axuthority, specifying the threshold for large 
transactions which it must approve before they take place.   

2.1.9 The Board shall ensure that a succession plan is in place for the MD/CEO 
for Unit MFBs; and MD/CEO and executive directors for state and National 
MFBs.   

2.1.10 The Board shall consider, approve and monitor the implementation of 
the MFB’s budget, including setting expenditure limits for management and 
Board Committees.  

2.1.11 The Board shall approve credit facilities in line with the approved limits 
of authority of the MFB.   

2.1.12 The Board shall ensure strict adherence to the Code of Conduct for 
Directors of Banks and Other Financial Institutions in Nigeria.  

2.2 Composition and Size of the Board  

2.2.1 The minimum and maximum number of Directors on the boards of MFBs 
shall be five (5) and seven (7) for Unit MFBs; five (5) and nine (9) for State MFBs; 
and seven (7) and twelve (12) for National MFBs, respectively. 

2.2.2 The MD/CEO shall be the only Executive Director of a Unit MFB. 

2.2.3 Members of the Board shall be persons of proven integrity and shall meet 
the requirements of the Revised Assessment Criteria for Approved Persons’ 
Regime for financial institutions. At least two (2) members of the Board of 
Directors other than the Executive Directors shall be required to have banking 
or related financial industry experience. 
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2.2.4 The Board shall consist of Executive and Non-Executive Directors. The 
number of Non-Executive Directors shall be more than that of Executive 
Directors. 

2.2.5 The Board of MFBs shall consist of a minimum of one (1) Independent Non-
Executive Director (INED) for Unit MFBs and state MFBs and two (2) for National 
MFBs. However, a state MFB with a Board size of more than 7 members shall be 
required to have a minimum of two (2) INEDs. An Independent Director is a 
member of the Board of Directors who has no direct material relationship with 
the MFB or any of its officers, major shareholders, subsidiaries and affiliates. 

2.3 Separation of Powers 

2.3.1 The positions of the Board Chairman and the MD/CEO shall be separate. 
No one person shall combine the two positions in any MFB at the same time. 
For the avoidance of doubt, no executive Vice Chairman shall be allowed in 
the Board structure. 

2.3.2 Not more than two members of a family shall be on the board of an MFB 
at the same time. The expression 'family' includes director’s spouse, parents, 
children, siblings, cousins, uncles, aunts, nephews, nieces and in-laws. 

2.3.3 Where the MFB is a member of a holding company, not more than two 
family members shall be allowed to serve on the Boards of the MFB and the 
holding company. 

2.3.4 No two members of a family shall occupy the positions of Chairman and 
MD/CEO or Executive Director of the MFB and Chairman or MD/CEO of an 
MFB’s subsidiary at the same time. 

2.4 Appointment and Tenure 

2.4.1 Members of the Board of Directors shall be appointed by the shareholders 
and approved by the CBN. 

2.4.2 To qualify for the position of a Non-Executive Director, it is required that 
the nominee shall not be an employee of a bank or other financial institution, 
except where the MFB is promoted by the bank or other financial institution 
and the proposed director is representing the interest of such an institution. 

2.4.3 The procedure for appointment to the Board shall be formal, transparent 
and documented in the Board charter. 



403 
 

2.4.4 The appointment to the Board of Microfinance Banks shall be in 
accordance with extant regulations issued by the CBN from time to time. 

2.4.5 The track record of appointees shall be an additional eligibility 
requirement. Such records shall cover both integrity and past performance, in 
accordance with extant CBN guidelines. 

2.4.6 To ensure continuity and injection of fresh ideas, Non-Executive Directors 
of MFBs shall serve for a maximum of three (3) terms of four (4) years each. 

2.4.7 The term of office of an Independent Director shall be 4 years for a single 
term and a maximum of 8 years of two consecutive terms if reelected upon 
the expiration of the first term. 

2.4.8 The tenure of the MD/CEO of the MFB shall be in accordance with the 
terms of engagement subject to a maximum period of ten (10) years. Such 
tenure shall be broken down into periods not exceeding five (5) years at a time.  
Any person who has served as MD/CEO for the maximum tenure (of ten years) 
in an MFB shall not qualify for appointment in any capacity in the same MFB or 
its subsidiaries until after a period of three (3) years after the expiration of his 
tenure as MD/CEO. 

2.4.9 Where the MFB is a member of a Group or is owned by another financial 
institution, a director in the MFB may be allowed to serve on the Boards of the 
MFB and its holding company at the same time, provided the aggregate 
number of directors from the subsidiaries and associates at any point in time 
shall not exceed 30 per cent of the membership of the Board of Directors of 
the holding company. 

2.4.10 To enhance effectiveness, all Directors shall have access to corporate 
information under conditions of confidentiality; undergo training and 
continuing education and have access to independent professional advice. 

2.5 Board Committees 

2.5.1 The Board shall at the minimum, establish the following Committees:  

a) Risk Management Committee  
b) Audit Committee  
c) Board Governance and Nominations Committee  
d) Board Credit Committee  

The functions of Risk Management and Audit may be carried out by one 
committee for a Unit or State MFB. This is without prejudice to the requirements 
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of CAMA 1990 (as amended) on the Statutory Audit Committee which is not a 
Board Committee. 

Each MFB shall have a Risk Officer and Internal Auditor who shall report directly 
to the Committee(s) responsible for Risk Management and Audit function(s) 
respectively.  

2.5.2 Where there is a Remuneration Committee in addition to the four 
Committees prescribed in Section 2.5.1, the membership shall comprise  

NEDs only. Where both Committees (Remuneration Committee and 
Governance & Nominations Committee) are combined, its membership shall 
be drawn only from NEDs.   

2.5.3 The Remuneration Committee shall determine the remuneration of 
Executive Directors and management.  

2.5.4 The Board and its Committees shall each have a charter to be approved 
by the CBN. The charters shall be reviewed every three (3) years or as may be 
determined by the CBN from time to time.   

2.5.5 The Chairman of the Board shall not be a member of any Board 
Committee.  

2.5.6 All Board Committees shall be headed by Non-Executive Directors (NEDs).  

2.5.7 The Board Audit Committee (BAC) shall have unrestricted access to the 
financial records of the bank including external auditors’ reports.  

2.5.8 The MD/CEO and other Executive Directors (EDs) shall not be members of 
the BAC.  

2.5.9 The Board Credit Committee shall comprise members knowledgeable in 
credit analysis.  

2.5.10 The Board shall not replace members of the BAC and External Auditors 
at the same time.  

2.6 Board/Board Committees Meetings 

2.6.1 To effectively perform its oversight functions and monitor management’s 
performance, the Board and each of the Board Committees shall meet at least 
once every quarter. 
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2.6.2 Minutes of meetings of the Board/Board Committees shall be properly 
written in English language, adopted and signed off by the Board/Committee 
Chairman and Secretary, pasted in the minute’s book and domiciled at the 
MFB's Head Office. 

2.6.3 Every Director shall attend all meetings of the Board, and Board 
Committees in which he is a member. In order to qualify for re-election, a 
Director must have attended at least two-thirds of all Board and Board 
Committee meetings in each financial year. 

2.6.4 Board/Board Committee meetings shall be deemed to be duly 
constituted where two-thirds of members are present, provided that a majority 
of directors at the meeting are Non-Executive Directors’ (NEDs). 

2.6.5 The Board shall disclose, in the Corporate Governance Section of the 
Annual Report, the total number of Board and Board Committee meetings 
held in the financial year and attendance by each Director. 

2.7 Remuneration 

2.7.1 MFBs shall align executive and Board remuneration with the long term 
interests of their institutions and their shareholders. 

2.7.2 Levels of remuneration should not be excessive but sufficient to attract, 
retain and motivate executive officers, management and members of staff of 
the MFB. 

2.7.3 Where remuneration is linked to performance, it shall be designed in such 
a way as to prevent excessive risk taking. 

2.7.4 Every MFB shall have a remuneration policy put in place by the Board of 
Directors, which shall be disclosed to the shareholders in the annual report. 

2.7.5 The MD/CEO and other Executive Directors shall not receive sitting 
allowances and Directors’ fees. 

2.7.6 Non-Executive Directors’ (NEDs) remuneration shall be limited to Directors’ 
fees, sitting allowances for Board and Board Committee meetings and 
reimbursable travel and hotel expenses. NEDs shall not receive salaries and 
benefits whether in cash or in kind, other than those mentioned above. 

2.7.7 Where share options are adopted as part of executive remuneration or 
compensation, the Board shall ensure that the stock options are not priced at 
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a discount except with the prior authorization of the relevant regulatory 
agencies. 

2.7.8 Share options shall be tied to performance and subject to the approval 
of shareholders at AGMs. 

2.7.9 Share options shall not be exercisable until one year after the expiration 
of the tenure of the Director. 

2.7.10 MFBs shall disclose in their annual reports, details of the shares held by 
Directors and their related parties. 

2.8 Board Appraisal 

2.8.1 There shall be annual Board and Directors’ appraisal covering all aspects 
of the Board's structure, composition, responsibilities, processes, relationships 
and performance or as may be prescribed by the CBN. 

2.8.2 The annual Board appraisal shall be conducted by an independent 
consultant. The report shall be presented to shareholders at the AGM and a 
copy forwarded to the CBN by the independent consultant, not later than 
March 31 of the following year. 

3.0 Shareholders 

3.1 Rights and Functions of Shareholders 

3.1.1 Shareholders shall have the right to obtain relevant and material 
information from the MFB on a timely and regular basis. 

3.1.2 Shareholders shall have the right to participate actively and vote in 
general meetings. 

3.1.3 In addition to the traditional means of communication, MFBs are 
encouraged to have a website and communicate with shareholders via the 
website, newsletters, Annual General Meetings (AGMs) and/or Extraordinary 
General Meetings (EGMs). Such information shall include major developments 
in the MFB, risk management practices, executive compensation, 
establishment of investment in subsidiaries and associates, Board and top 
management appointments, sustainability initiatives including Corporate 
Social Responsibilities (CSR), and any other relevant information. 
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3.2 Equity Ownership 

3.2.1 Except where prior approval of the CBN is granted, no individual, group 
of individuals, their proxies or corporate entities and/or their subsidiaries shall 
own controlling interest in more than one (1) MFB. 

3.2.2 In order to discourage government from having majority shareholding in 
MFBs, government direct and indirect equity holding in any MFB shall be 
divested to private investors within a maximum period of five (5) years from the 
date of investment and limited to 10%. For existing investment above five years, 
the MFB shall within two (2) years from the commencement of this Code 
comply with this provision. 

3.3 Protection of Shareholders’ Rights 

3.3.1 Every shareholder shall be treated fairly. 

3.3.2 The Board shall ensure that minority shareholders are adequately 
protected from overbearing influence of controlling shareholders. 

3.3.3 The Board shall ensure that the MFB promptly provides to shareholders 
documentary evidence of ownership interest in the MFB such as share 
certificates, dividend warrants and related instruments. Where these are 
rendered electronically, the Board shall ensure that they are sent in a secure 
manner. 

3.4 General Meetings 

3.4.1 Notice of general meetings shall be as prescribed by the Companies and 
Allied Matters Act (CAMA) 1990 as amended. 

3.4.2 The Board shall ensure that all general meetings of the shareholders hold 
at a convenient and easily accessible venue to the majority of shareholders. 

3.4.3 The Board shall ensure that unrelated issues for consideration are not 
lumped together at general meetings. Statutory business shall be clearly and 
separately set out. Separate resolutions shall be proposed and voted on each 
substantial issue. 

3.4.4 The Board shall ensure that decisions reached at general meetings are 
properly and fully implemented. 
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3.5 Shareholders’ Associations 

3.5.1 The Board shall ensure that dealings of the MFB with shareholders’ 
associations are in strict adherence with the Code of Conduct for 
Shareholders’ Associations issued by the Securities and Exchange Commission 
(SEC). Where a MFB is not listed, its dealings with the Association shall be 
transparent and in line with the relevant governance codes.  

4.0 Rights of other Stakeholders 

4.1 Stakeholders shall have the right to freely communicate their concerns 
about any illegal or unethical practices to the Board. Where such concerns 
border on the activities of the Board, such individuals shall have recourse to 
the CBN in accordance with Section 3.4 of the Guidelines for Whistle Blowing 
for Banks and Other Financial Institutions in Nigeria. 

4.2 Where stakeholder interests are protected by law, stakeholders shall have 
the opportunity to obtain effective redress for violation of their rights. 

4.3 MFBs shall demonstrate good Corporate Social Responsibility to their 
stakeholders such as customers, employees, host communities, and the 
general public. 

 
5.0 Disclosure and Transparency 

5.1 Disclosure 

5.1.1 In order to foster good corporate governance, MFBs are encouraged to 
make timely, accurate and robust disclosures beyond the statutory 
requirements in BOFIA 1991 (as amended), CAMA 1990 (as amended), and 
other applicable laws, regulations and standards. 

5.1.2 Disclosure in the annual report shall include, but not limited to, material 
information on: 

i. Major items that have been estimated in accordance with applicable 
accounting and auditing standards; 

ii. Rationale for all material estimates; 
iii. Details on Directors; 
iv. Governance structure; 
v. Risk Assets; 
vi. Risk management; 
vii. Information on strategic modification to the core business; 
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viii. All regulatory/supervisory contraventions during the year under review 
and infractions uncovered through whistleblowing, including regulatory 
sanctions and penalties. 

ix. Capital Structure/Adequacy; 
x. Opening and closure of branch/cash Centre (for state and national 

MFBs); 
xi. Any service contracts and other contractual relationships with related 

parties; 
xii. Frauds and Forgeries; 
xiii. Contingency Planning Framework; 
xiv. Contingent Assets and Liabilities (off balance sheet engagement) 

5.2 Transparency and Integrity in Reporting 

5.2.1 MFBs shall have a structure to independently verify and safeguard the 
integrity of their financial reporting, which shall: 

i.  entail the review and consideration of the financial statements by the 
BAC; and 

ii.    enhance the independence and competence of the MFB’s internal and 
external auditors. 

5.2.2   The BAC shall be structured in such a way that it: 

i. has at least three members. 
ii. consists of NEDs; 
iii. is chaired by an independent NED (INED) except in the case of a unit 

MFB where a NED may serve as chairman. 

5.2.3  The BAC shall be independent and possess technical expertise to 
discharge its mandate effectively. 

5.2.4  The BAC shall include members who are financially literate (that is, be 
able to read and understand financial statements). At least one of the 
members shall have relevant qualifications and experience (that is, shall be a 
qualified accountant or other finance professional with experience in finance 
and accounting matters). 

5.2.5 The BAC shall review the integrity of the MFB’s financial reporting and 
oversee the independence of the internal and external auditors. 
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5.2.6 The BAC shall meet at least once every quarter. Deliberations shall include 
at least consideration of the quarterly reports of the internal auditor. All audit 
queries shall be investigated and resolved promptly. 

5.2.7 Every MFB shall have a Chief Compliance Officer (CCO) whose 
responsibility shall include monitoring compliance with the corporate 
governance code and Anti-Money Laundering and Combating the Financing 
of Terrorism (AML/CFT) requirements. 

5.2.8 The office of the CCO and that of the Internal Auditor may be combined 
in a unit and state MFB. 

5.2.9 The appointment and removal of the Chief Compliance Officer/Head of 
Internal Audit shall be the responsibility of the Board subject to CBN’s 
ratification. The CBN must be notified of any change and reasons thereof, 
within fourteen (14) days of such change. The Head of Internal Audit shall 
report directly to the Board Audit Committee. 

5.2.10 Appointment of external auditors shall be approved by the CBN. 

5.2.11 External auditors shall: 

i. render reports to the CBN on MFB’s risk management practices, internal 
controls and level of compliance with regulatory directives. 

ii. review the work of the internal auditor on each of the MFB’s key risk 
elements to cover risk identification, measurement, monitoring and 
control. 

iii. review compliance with policies and internal control procedures put in 
place by the Board to manage and mitigate the institution’s risks. 

iv. report on the level of each key risk element as well as the composite risk 
profile of the MFB and make recommendations to the Board to enhance 
the effectiveness of risk management processes in the MFB. 

v. forward copies of their report to the CBN, together with the external 
auditor’s management letter on the MFB’s audited financial statements. 

5.2.12 External auditors of MFBs shall not provide client services that shall 
amount to conflict of interest and self-review including the following: 

i. Bookkeeping or other services related to the accounting records or 
financial statements of the audit client; 

ii. Appraisal or valuation services, fairness opinion or contribution-in-kind 
reports; 

iii. Actuarial services; 
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iv. Internal audit outsourcing services; and 
v. Management or human resource functions including broker or dealer, 

investment banking services and legal or expert services. 

5.2.13 The tenure of auditors in a given MFB shall be for a maximum period of 
ten (10) cumulative years after which the audit firm shall not be re-appointed 
in the MFB until after a period of another five (5) consecutive years. 

5.2.14 An audit firm shall not provide audit services to a MFB if one of the MFB’s 
top officials (Directors, Chief Finance Officer, Chief Audit Officer, etc.) was 
employed by the firm and worked on the MFB’s audit during the immediate 
past two (2) years. 

5.2.15 The MD/CEO of an MFB shall certify in the statutory returns submitted to 
the CBN that he/she has reviewed the reports, and that based on his/her 
knowledge: 

i. The report does not contain any untrue statement of a material fact. 
ii. The financial statements and other financial information in the report, fairly 

represent, in all material respects the financial condition and results of 
operations of the MFB as of, and for the periods presented in the report. 

5.2.16 Rendition of false information to the CBN shall attract appropriate 
sanctions including monetary penalties and suspension of the MD/CEO for six 
(6) months in the first instance and possible removal. 

5.2.17 There shall be due process in all the procedures of MFBs. 

5.2.18 All insider credit applications pertaining to directors and management 
staff and parties related to them, irrespective of size, shall be sent for 
consideration/approval to the Board Credit Committee. 

5.2.19 Any director whose facility or that of his/her related interests remains  
nonperforming for more than one year shall cease to be on the board of the 
MFB and could be blacklisted from sitting on the board of any other financial 
institution. 

5.2.20 The practice/use of anticipatory approvals by Board Committees shall 
be limited strictly to emergency cases only and ratified at the next board 
meeting. 

5.2.21 No director-related credit facilities and/or interest thereon shall be 
written off without CBN prior approval. 
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5.3 Whistle Blowing 

5.3.1 MFBs shall have a whistle-blowing policy made known to employees and 
other stakeholders. 

5.3.2 The policy shall contain mechanisms, including assurance of 
confidentiality that encourages all stakeholders to report any unethical activity 
to the bank and/or the CBN. 

5.3.3 MFBs are required to submit returns on the compliance with the 
whistleblowing policy on a semi-annual basis to the Director, Other Financial 
Institutions Supervision Department, not later than 7 days after the end of the 
relevant period. 

6.0 Risk Management 

6.1 Every MFB shall have a risk management framework specifying the 
governance architecture, policies, procedures and processes for the 
identification, measurement, monitoring and control of the risks inherent in its 
operations. 

6.2 The Board shall approve the risk management policies of the MFB and 
ensure their implementation by management. 

6.3 Risk management policies shall reflect the MFB’s risk management 
mandate, which shall include: 

i. Clear objectives and enterprise-wide authority for its activities; 
ii. Risk philosophy, appetite, vision and mission; 
iii. Authority to carry out its responsibilities independently; 
iv. Scope of Enterprise Risk Management (ERM); 
v. A requirement for it to be communicated throughout the organization 

to promote transparency; 
vi. Periodic review to ensure continued appropriateness; 
vii. A requirement for management to report regularly on the effectiveness 

of the institution’s risk management processes and on its aggregate 
exposures compared to approved limits; and 

viii. Authority to follow-up on action taken by management in response to 
identified issues and related recommendations. 

6.4 MFBs shall disclose a summary of the risk management policies in their 
annual financial statements 
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6.5 The risk management policy of an MFB shall clearly describe the roles and 
responsibilities of the Board, Board Risk Management Committee (BRMC), 
management and internal audit function. 

6.6 Boards of MFBs shall ensure that the framework provides for regular and 
independent reviews of the risk management policies and procedures as well 
as periodic assessment of the adequacy and effectiveness of the risk 
management function. 

6.7 The composition of the BRMC shall include at least two (2) NEDs and the 
Managing Director for a Unit MFB or Executive Director in charge of risk 
management for a State or National MFB. 

7.0 Ethics, Professionalism and Conflicts of Interest 

7.1 Ethics and Professionalism 

7.1.1 To make ethical and responsible decisions, MFBs shall comply with their 
legal obligations and have regard to the reasonable expectations of their 
stakeholders. 

7.1.2 MFBs shall establish a code of conduct and disclose in the code or a 
summary of the code such information as: 

i. the practices necessary to maintain confidence in the MFB’s integrity; 
ii. the practices necessary to take into account their legal obligations and 

the reasonable expectations of their stakeholders; and 
iii. the responsibility and accountability of individuals reporting and 

investigating reports of unethical practices. 

7.1.3 The Code shall: 

i. commit the MFB, its Board, management and employees to the highest 
standards of professional behavior, business conduct and sustainable 
business practices; 

ii. be developed in collaboration with management and employees; 
iii. receive commitment for its implementation from the Board and the  

MD/CEO and individual Directors of the bank; 
iv. be sufficiently detailed as to give clear guidance to users including 

advisers, consultants and contractors; 
v. be formally communicated to the persons to whom it applies; and 
vi. be reviewed regularly and updated when necessary. 
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7.1.4 Where applicable, MFBs shall establish and disclose a policy concerning 
trading in the MFB’s securities by directors, senior executives and employees. 
The trading policy shall contain appropriate compliance standards and 
procedures to ensure that the policy is properly implemented. There shall also 
be an internal review mechanism to assess compliance and effectiveness. 

7.1.5 MFBs shall publish the policy concerning the issue of Board and employee 
trading in its securities. 

7.2 Conflict of Interest 

7.2.1 Every MFB shall have in place an approved policy on conflict of interest. 

The policy shall, at the minimum, cover the following areas: 

i. Approval & Revision date; 
ii. Definition of conflict of interest; 
iii. Purpose of the Policy; 
iv. Examples of conflict of interest situations; and 
v. Procedures to follow in situations of conflict of interest. 

7.2.2 The Board of Directors shall be responsible for managing conflicts of 
interest. 

7.2.3 Directors shall promptly disclose to the Board any real or potential conflict 
of interest that they may have regarding any matter that may come before 
the Board or its Committees. 

7.2.4 Directors shall abstain from discussions and voting on any matter in which 
they have or may have a conflict of interest. 

7.2.5 Directors who are aware of a real, potential or perceived conflict of 
interest on the part of a fellow Director, have a responsibility to promptly raise 
the issue for clarification, at the board meeting for consideration by all 
members. 

7.2.6 Disclosure by a Director of a real, potential or perceived conflict of interest 
or a decision by the Board as to whether a conflict of interest exists shall be 
recorded in the minutes of the meeting. 
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8.0 Compliance 

8.1 All MFBs shall comply with the provisions of this Code. External auditors of 
MFBs shall report annually to the CBN, the extent of the MFB’s compliance with 
the provisions of this Code. 

8.2 Returns on the status of each institution’s compliance with this code shall 
be rendered to the CBN semi-annually (30th June and 31st December every 
year) or as may be specified by the CBN from time to time. The returns shall be 
addressed and submitted to the Director, Other Financial Institutions 
Supervision Department not later than 2 weeks after the end of the relevant 
reporting period. 

9.0 Sanctions 

Failure to comply with the Code will attract appropriate sanctions in 
accordance with section 64 BOFIA Cap B3 Laws of the Federation of Nigeria 
(LFN) 2004 or as may be specified in any applicable legislation or regulation. 

10.0 EFFECTIVE DATE  

This code shall take effect from December 1, 2018. 
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1.0 Introduction 

The Central Bank of Nigeria (CBN), in furtherance of its mandate to promote a 
sound financial system in Nigeria and the need to enhance access to financial 
services for low income earners and unbanked segments of the society, 
continues to be innovative in deepening the financial services sector.  

The National Financial Inclusion Strategy (NFIS) seeks to ensure that over 80 per 
cent of the bankable adults in Nigeria have access to financial services by 
2020. The CBN in collaboration with stakeholders launched the NFIS on 23rd 
October, 2012 with a view to reducing the exclusion rate to 20 per cent by 
2020. 

Despite several initiatives including the Introduction of Microfinance banking, 
Agent Banking, Tiered Know-Your-Customer Requirements and Mobile Money 
Operation (MMO) in pursuit of this objective, the inclusion rate remains below 
expectation. 

The CBN, in the circumstance and in collaboration with critical stakeholders in 
the digital financial ecosystem, such as the Nigerian Communication 
Commission, commercial banks, mobile money operators and 
telecommunication companies have conducted several study tours of other 
jurisdictions that have made significant progress in driving financial inclusion.    

In view of the challenges to effective outreach to rural communities as well as 
the need to complement the services provided by other licensed entities, the 
CBN issues this regulation to provide for the licensing and operations of 
Payment Service Banks (PSBs) in Nigeria. PSBs are expected to leverage on 
mobile and digital channels to enhance financial inclusion and stimulate 
economic activities at the grassroots through the provision of financial services.  

Accordingly, PSBs are envisioned to facilitate high-volume low-value 
transactions in remittance services, micro-savings and withdrawal services in a 
secured technology-driven environment to further deepen financial inclusion 
and help in attaining the policy objective of 20 per cent exclusion rate by 2020.  

This Guidelines is issued pursuant to powers conferred on the CBN Governor by 
the CBN Act 2007 and BOFIA 1991 (as amended). It covers the definition; 
objectives; eligible promoters; licensing requirements; corporate governance; 
business conduct; and permissible activities. The requirements for prudential 
regulation; supervision; Know Your Customer (KYC), consumer protection as 

https://www.cbn.gov.ng/Out/2013/CCD/NFIS.pdf
https://www.cbn.gov.ng/Out/2013/CCD/NFIS.pdf
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well as Risk Management of the proposed Payment Service Banks in Nigeria 
are also covered.  
 
2.0 Objective  

The key objective of setting up PSBs is to enhance financial inclusion by 
increasing access to deposit products and payment/remittance services to 
small businesses, low-income households and other financially excluded 
entities through high-volume low-value transactions in a secured technology-
driven environment.  

3.0 Structure of Payment Service Banks 

Payment Service Banks shall: 

i. Operate mostly in the rural areas and unbanked locations targeting 
financially excluded persons, with not less than 25% financial service 
touch points in such rural areas as defined by the CBN from time to time; 

ii. Enter into direct partnership with card scheme operators. Such cards 
shall not be eligible for foreign currency transactions; 

iii. Deploy ATMs in some of these areas; 

iv. Deploy Point of Sale devices; 

v. Be at liberty to operate through banking agents (in line with the CBN’s 
Guidelines for the Regulation of Agent Banking and Agent Banking 
Relationships in Nigeria); 

vi. Roll out agent networks with the prior approval of the CBN; 

vii. Use other channels including electronic platforms to reach-out to its 
customers;  

viii. Establish coordinating centres in clusters of outlets to superintend and 
control the activities of the various financial service touch points and 
banking agents;  

ix. Be technology-driven and shall conform to best practices on data 
storage; security and integrity; and  

x. Set up consumer help desks (physical and online) at its main office and 
coordinating centres.  
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The Payment Service Banks shall use the words “Payment Service Bank” in its 
name to differentiate it from other banks.   

Furthermore, the name of a PSB shall not include any word that links it to its 
parent company.  

 
4.0 Permissible and Non-Permissible Activities 

4.1  Permissible Activities 

Payment Service Banks shall carry out the following activities: 

i. Accept deposits from individuals and small businesses, which shall be 
covered by the deposit insurance scheme; 

ii.   Carry out payments and remittances (including inbound cross-border 
personal remittances) services through various channels within Nigeria; 

iii.     Sale of foreign currencies realized from inbound cross-border personal 
remittances to authorized foreign exchange dealers; 

iv. Issue debit and pre-paid cards on its name; 

v. Operate electronic wallet; 

vi. Render financial advisory services; 

vii. Invest in FGN and CBN securities; and 

viii. Carry out such other activities as may be prescribed by the CBN from 
time to time. 

4.2 Non-Permissible Activities   

Payment Service Banks shall not carry out the following activities: 

i. Grant any form of loans, advances and guarantees (directly or 
indirectly); 

ii. Accept foreign currency deposits; 

iii. Deal in the foreign exchange market except as prescribed in 4.1 (ii & iii) 
above; 

iv. Insurance underwriting; 
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v. Undertake any other transaction which is not prescribed by this 
Guidelines; 

vi. Accept any closed scheme electronic value (e.g. airtime) as a form 
deposit or payment; vii. Establish any subsidiary except as prescribed in 
the CBN Regulation on the Scope of Banking and Ancillary Matters, No 
3, 2010. 

5.0 Eligible Promoters 

The following may promote PSBs: 

i. Banking Agents; 

ii. marketing companies); 

iii. Postal services providers and courier companies; 

iv. Mobile Money Operators (MMOs that desire to convert to Payment 
Service Banks shall comply with the requirement of this Guideline); 

v. Financial technology companies (Fintech); 

vi. Financial Holding Companies; and 

vii. Any other entity on the merit of its application subject to the approval of 
the CBN. 

viii. Telecommunications companies (Telcos), through subsidiaries; 

ix. Retail chains (supermarkets, downstream petroleum Where the 
promoter of a PSB is a regulated entity, it shall be required to obtain 
approval or a ‘no objection letter’ from its primary regulator and submit 
same at the licensing application stage to the CBN. 

Switching companies which already have record / data of the financial 
system operators shall not be allowed to own PSB to avert conflict of 
interest. 
 

6.0 Licensing Requirements   

The promoters of a PSB shall be required to submit a formal application for the 
grant of a Payment Service Bank license addressed to the Governor of the 
CBN.  
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The promoters of a PSB shall make a formal presentation of the proposal to the 
Director, Financial Policy and Regulation Department (FPRD), CBN. The 
proposal should cover the following amongst others:  

i. business case;   

ii. vision and strategy;  

iii. governance arrangements;  

iv. risk management;  

v. compliance; and   

vi. financial viability.   

6.1 Requirements for grant of Approval-In-Principle (AIP)  

A) The application shall be accompanied with the following:  

i. A non-refundable application fee of N500,000 (five hundred thousand 
Naira only) in bank draft, payable to the Central Bank of Nigeria  or such 
other amount as the CBN may specify from time to time;   

ii.  Evidence of minimum capital deposit in line with Section 6.6 of this 
Regulation, to be verified by the CBN;   

iii.  Evidence of capital contribution made by each shareholder;

iv. Evidence of name reservation with the Corporate Affairs Commission 
(CAC);  

v. Detailed business plan or feasibility report which shall, at a minimum, 
include:   

i. Objectives of the PSB;  

ii. Justification for the application;  

iii. Proposed ownership structure in a tabular form, indicating the 
names of potential investors, profession/business and percentage 
shareholdings;   

iv. Detailed bio-data/resume of proposed shareholders;   
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v. Source(s) of funding of the proposed equity contribution for each 
investor. Where the source of funding the equity contribution is a 
loan, such shall be a long-term facility of at least 7-year tenor and 
shall not be taken from the Nigerian banking system;   

vi. Board and board committee charters stating the roles and 
responsibilities of the board and sub-committees;  

vii. Criteria for selecting board members;  

viii. Board composition and detailed resumes of proposed directors. 
The total number of directors shall be between 5 and 7, including 
at least two independent directors;   

ix. Completed Fitness and Propriety Questionnaire; and sworn 
declaration of net worth executed by the proposed directors and 
significant shareholders;  

x. Bank Verification Number (BVN) and Tax Clearance Certificate of 
each proposed director and significant shareholders;  

xi. Organizational structure, showing functional units, responsibilities,  
reporting relationships and grade of heads of departments/units;  

xii. List of proposed top management staff (AGM and above) and 
their detailed resumes, stating qualification (including 
photocopies of academic and professional credentials), 
experience, and records of accomplishments, etc.;  

xiii. Schedule of services to be rendered;  

xiv. Sales, distribution and marketing strategy showing geographic 
coverage;  

xv. Five-year financial projection of the proposed bank indicating 
expected growth, profitability and the underlying assumptions; 
and  

xvi. Details of information technology requirements and facilities.   

vi. For corporate investors, promoters shall forward the following additional 
documents:  

i. Certificate of Incorporation and certified true copies of other 
incorporation documents;  
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ii. Board resolution supporting the company's decision to invest in the 
equity shares of the proposed bank;  

iii. Names and addresses (business and residential) of owners, 
directors and their related companies, if any; and  

iv. Audited financial statements & reports of the company and Tax 
Clearance Certificate for the immediate past 3 years.   

v. Draft copy of the company’s Memorandum and Articles of 
Association (MEMART). At a minimum, the MEMART shall contain 
the following information:  

i. Proposed name of the bank  

ii. Object clause   

iii. Subscribers to the MEMART  

iv. Procedure for amendment  

v. Procedure for share transfer/disposal  

vi. Appointment of directors’  

vii. A written and duly executed undertaking by the promoters that 
the bank will be adequately capitalized for the volume and 
character of its business at all times, and that the CBN shall have 
powers to supervise and regulate its operations;  

viii. For regulated foreign institutional investors, an approval or a ‘no 
objection letter’ from the regulatory authority in the country of 
domicile;  

ix. Shareholders’ agreement providing for disposal/transfer of 
shares as well as authorization, amendments, waivers, 
reimbursement of expenses;  

x. Statement of intent to invest in the bank by each investor;  

xi. Technical Services Agreement;  

xii. Detailed Manuals and Policies, particularly:  

a) Manual of Operations;  
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b) Asset/Liability Management Policy (ALM Policy) that 
highlights the bank's permissible assets and liabilities, sets the 
standards for managing its interest rate, duration risk and 
liquidity risk, and delineates the composition, duties, and 
operational procedures for the bank's Asset/Liability 
Management Committee;  

c) Financial Management Policy that highlights the bank's 
financial management policies and procedures, and 
system of internal controls. The Policy should include, at a 
minimum:  

i. Accounting policies and principles;  

ii. Roles and responsibilities of the senior management 
officials responsible for financial management;  

iii. Treasury operations, including funds management, 
vouchers, payroll and procurement;  

iv. Financial record keeping and reporting; and  

v. Auditing and periodic testing of internal controls.  

d) Anti-Money Laundering and Combating Financing of 
Terrorism (AML/CFT) Policy;  

e)  Enterprise-Wide Risk Management Framework;  

f)  Code of Ethics and Business Conduct that specifies high 
standards for honesty, integrity, and impartiality for the 
bank's employees, officers, and directors and provides 
guidance on avoiding conflicts of interest, self-dealing, and 
other types of impropriety as specified in the BOFIA or by the 
Bank. Every director and officer of the bank shall be required 
to sign the Code of Ethics and Business Conduct;   

g) Any other information that the CBN may require from time 
to time.  

B) Following the receipt of an application with complete and satisfactory 
documentation, the CBN shall communicate its decision to the applicant 
within 90 days. Where the CBN is satisfied with the application, it shall issue an 
Approval-in-Principle (AIP) to the applicant.   
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C) The proposed bank shall not incorporate/register its name with the CAC 
until an AIP has been obtained from the CBN in writing, a copy of which shall 
be presented to the CAC for registration.   

6.2 Requirements for Granting of Final License  

Not later than six (6) months after obtaining the A.I.P, the promoters of a 
proposed PSB shall submit application for the grant of a final license to the CBN. 
The application shall be accompanied with the following:  

i. Non-refundable licensing fee of N2, 000,000.00 (Two Million Naira Only) in 
bank draft payable to the Central Bank of Nigeria;   

ii. Certified True Copy (CTC) of Certificate of Incorporation of the bank;  

iii. CTC of MEMART; CTC of Form CAC 1.1;   

iv. Evidence of location of Head Office (rented or owned) for the takeoff of the 
business;   

v. Schedule of changes, if any, in the Board and Shareholding after the grant 
of AIP;   

vi. Evidence of ability to meet technical requirements and modern 
infrastructural facilities such as office equipment, computers, 
telecommunications, to perform the bank’s operations and meet CBN and 
other regulatory requirements;  

vii. Copies of letters of offer and acceptance of employment in respect of the 
management team;   

viii. Detailed resumes of top management staff;   

ix. Completed Fitness and Propriety Questionnaire; and sworn declaration of 
net worth executed by top management staff;  

x. Bank Verification Number (BVN) and Tax Clearance Certificate of each top 
management staff;  

xi. Comprehensive plan on the commencement of the bank’s operations with 
milestones and timelines for roll-out of key payment channels; and xiii. 
Board and staff training programme.  
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6.3  Conduct of Pre-Licensing Inspection  

As a requirement to the grant of final license, the CBN shall conduct an 
inspection of the premises and facilities of the proposed bank to, amongst 
others: 

i. Check the physical structure of the office building and infrastructure 
provided for take-off of the PSB;  

ii. Sight the original copies of the documents submitted in support of the 
application for license;   

iii. Meet with the Board and Management team whose resumes had earlier 
been submitted to the CBN;   

iv. Verify the capital contributions of the promoters; and  

v. Verify the integration of its infrastructure with the National Payments 
System.  

6.4  Requirements for commencement of operations   

The bank shall, through a letter, inform the CBN of its readiness to commence 
operations and such information shall be accompanied by one copy each of 
the following:  

i. Shareholders’ Register;  

ii. Share certificate issued to each investor;  

iii. Opening statement of affairs signed by at least two directors and 
auditors;  

iv. Enterprise Risk Management Framework (ERMF);  

v. Internal control policy;   

vi. Minutes of pre-commencement board meeting; and  

vii. Evidence of integration of the bank’s infrastructure with the National 
Payments System.  
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6.5  Post-commencement Requirements  

A PSB shall:  

i. Comply with all guidelines and regulations issued by the CBN and other 
sector regulators.  

ii. Maintain adequate accounting system and keep records that capture 
information which reflect the financial condition of the bank.   

iii. Maintain an unimpaired minimum capital at all times.  

iv. Always comply with the requirements incidental to the authorization to 
perform banking operations as stipulated by the CBN.  

6.6  Financial Requirements 

The minimum capital requirement, application and licensing fees for PSBs are 
as follows: 

Minimum capital ₦5,000,000,000.00 
Non-refundable application Fee ₦500,000.00 
Non-Refundable Licensing Fee   ₦2,000,000.00 
Change of name fee    ₦1,000,000.00 

The CBN may vary these requirements from time to time. 

Promoters should note that in compliance with the BOFIA, the investment of 
the Share Capital Deposit shall be subject to availability of investment 
instruments. Upon the grant of license or otherwise, the CBN shall refund the 
sum deposited to the applicant, together with the investment income, if any, 
after deducting administrative expenses and tax on the income. 

 
7.0. Corporate Governance 

7.1 The provisions of the CBN code of corporate governance for banks shall 
be applicable to PSBs. 

7.2 The provisions of the Revised Assessment Criteria for Approved Persons’ 
Regime for Financial Institutions shall be applicable to PSBs. 

7.3 Where a PSB is a related company to an existing infrastructure provider 
which provides services to other financial institutions, the PSB shall ensure that 
its dealings with the infrastructure provider are at arms-length. 
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8.0. Business Conduct (Fair Competition) 

A) The following conditions shall guide business conduct between PSBs, 
their parent companies and other related entities (where applicable): 

i. A parent company or any other related entity of a PSB, which renders 
services to its PSB shall extend similar services to other entities that so 
desire on the same terms and conditions. In other words, all intra-group 
transactions shall be at arms-length. 

ii. A parent company or any other related entity of a PSB is prohibited from 
offering any preferential treatment, which negate fair competition, to its 
subsidiary. 

iii. Preferential treatment by a parent company or any other related entity 
shall, among others, include: 

a. Precluding its subsidiary’s competitor from using its infrastructure or 
services. 

b. Offering lower quality of service to its subsidiary’s competitors. 

c. Offering such infrastructure or services at differential pricing 

d. Precluding any specific infrastructure or service as may be 
prescribed by the CBN from time to time. 

B) Failure of a parent company or any other related entity to abide by 
these fair competition clauses may lead to revocation of license of the PSB. 
C) All services between the parent company and subsidiary shall be guided 
by service level agreements and/or shared services agreements which shall be 
submitted for CBN approval prior to implementation.  
 
9.0. Prudential Regulation   

9.1 Minimum Capital Requirement   

i. The minimum capital of PSBs shall be ₦5,000,000,000.00 (Five Billion Naira 
only) or such other amount that the CBN may prescribe from time to 
time.  

ii. Maintenance of Statutory Reserves by PSBs shall be in line with Section 
16 of BOFIA.  
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iii. The CBN may, as it deems appropriate, require a PSB to maintain 
additional capital for specific risks.  

9.2 Payment of Dividend  

A PSB shall not declare or pay dividend on its shares until it has:  

i. Completely written-off all its preliminary and pre-operational expenses;   

ii. Made adequate provisions to the satisfaction of the CBN for actual and 
contingent losses;   

iii. Satisfied the minimum Capital Adequacy Ratio requirement as 
stipulated in Section 9.3 of this Regulation;  

iv. Met all matured obligations;  

v. Comply with all relevant CBN regulations on dividend payments; and  

vi. Obtained the approval of the CBN in respect thereof.  
9.3 Capital Adequacy Ratio 

i. The capital adequacy ratio of a PSB shall be measured as the 
percentage of its shareholders’ funds unimpaired by losses to its total risk 
weighted assets. The minimum Capital Adequacy Ratio (Qualifying 
Capital/Total Risk Weighted Assets) for PSBs shall be 10 per cent or as 
may be prescribed by the CBN from time to time.  

ii. Capital measurement approach for PSBs shall be as applicable to 
Deposit Money Banks (DMBs) or as may be prescribed by the CBN from 
time to time.  

9.4  Investment of Deposit Liabilities 

i. PSBs shall maintain not less than 75% of their deposit liabilities in CBN 
securities, Treasury Bills (TBs) and other short-term federal government 
debt instruments at any point in time.  

ii. PSBs shall have the privilege to make their investments from the CBN 
window.  

iii. All funds in excess of the PSB’s operational float should be placed with 
DMBs.  
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9.5 Participation in Payment and Settlement System 

Payment Service Banks shall participate in the payment and settlement system 
and have access to the inter-bank and the CBN collateralised repo window 
for its temporary liquidity management.  

9.6 Cash Reserve Requirement  

Cash Reserve Requirement shall be prescribed by the CBN from time to time  

9.7  Limit of Investment in Fixed Assets (Including Branch Expansion)  

Investments in fixed assets by PSBs shall be as may be prescribed by the CBN 
from time to time.  

9.8  Revaluation of Fixed Assets  
Requirement for revaluation of fixed asset shall be in line with the Prudential 
Guidelines for DMBs or as may be prescribed by the CBN from time to time.  

10.0 Supervision of Payment Service Banks 

10.1 PSBs shall be supervised by the Central Bank of Nigeria. 

10.2 Where a PSB is a subsidiary or associate of a legal entity, the entity shall 
be required to comply with all extant CBN Guidelines and circulars as they 
relate to the PSB’s operations.  

10.3 PSBs shall render quarterly returns indicating the number of financially 
excluded customers on-boarded during the quarter to which the returns relate.  

10.4 PSBs shall render such other returns, in such format and frequency, as the 
CBN may prescribe from time to time.  

11.0 Know Your Customer (KYC) Requirements 

PSBs shall comply with relevant provisions of the Money Laundering 
(Prohibition) Act, 2011 (as amended), Terrorism Prevention Act, 2011 (as 
amended), CBN AML/CFT Regulations for Banks and Other Financial Institutions 
2013, other extant laws and regulations on KYC issued by the CBN. 

 
11.1 PSBs shall adopt risk-based approach in the conduct of KYC and ensure 
that every customer complies with the KYC requirements. All accounts shall be 
subjected to continuous suspicious transactions monitoring and any suspicious 
transaction shall be reported to the appropriate agency. 
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11.2 PSBs shall maintain robust, effective and efficient AML/CFT software 
solutions to monitor thresholds as may be prescribed by the Bank from time to 
time. They shall also designate officers to monitor compliance. 

11.3 For the purpose of KYC, customers under the Tier 1 account category 
shall require name and phone number as identification requirements. 

11.4 Tier 2 and 3 account category customers shall be required to comply 
with the requirements of Tiered KYC. 

12.0 Consumer Protection 

The CBN Consumer Protection Framework shall be applicable to PSBs.  

13.0 Risk Management  

13.1 Credit Risk Management (Including credit concentration risk)   

In accordance with Section 4.2 (i) of this Regulation, PSBs are not permitted to 
grant any form of loans and advances. As such, the provisions for 
management of credit risk applicable to DMBs shall not apply to PSBs. 

13.2 Capital Measurement Approach for Credit Risk  

Without prejudice to Section 13.1 above, Capital measurement approach for 
credit risk for PSBs shall be as applicable to DMBs or as may be prescribed by 
the CBN from time to time.  

13.3 Management of other Risks 

Management of other Risks (such as Market, Operational, Liquidity, Strategic, 
Information Technology and Reputational Risks) shall be as may be prescribed 
by the CBN from time to time. 

13.4 Internal Controls  
i. The provisions regarding internal controls, audit and compliance by the 

PSBs shall be as applicable to DMBs, with appropriate enhancements to 
take care of the Information System related aspects and operations 
through agents.  

ii. PSBs shall implement appropriate controls to ensure strict confidentiality 
of customers’ data and information.  
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14.0  Payment System Security  

All CBN regulations on operations of electronic payment channels shall be 
applicable to PSBs. 

 
15.0  Revocation of License  

This shall be in line with the provision of BOFIA or through voluntary liquidation 
subject to the approval of the CBN.   

16.0 GLOSSARY  

For the purpose of this Guidelines, the following terms will have the meanings 
assigned hereunder:  

S/N  TERM  MEANING  

1. Arm’s-length This describes a relationship/dealing between two parties, 
who act freely and independently of each other (keeping 
personal relationship aside where this exists). It means that 
terms of a transaction between related parties should not 
differ from the terms that would have applied between 
unrelated persons in a comparable transaction. 

2. Banking Agent An entity engaged by a financial institution to provide 
specific financial services on its behalf using the agent’s 
premises. 

3. Coordinating 
Centre 

An office of a PSB that coordinates activities of its financial 
services touch points within a particular cluster/zone/region. 

4. Financial service 
touch points 

A location where a customer can access basic financial 
service including cash-in, cash-out and 
transfers/remittances 

5. Electronic wallet A pre-loaded system-based account, which may be 
operated using an electronic device 

6.  Rural Areas Rural areas include villages, settlements, hamlets and the 
hinterlands, as well as such other areas without adequate 
banking facilities as may be prescribed by the CBN from 
time to time. 



434 
 

7.  Service Level  

Agreement  

Service level agreement (SLA) is a contract between a 
service provider (either internal or external) and the end 
user that defines the level of service expected from the 
service provider.  

8.  Shared services 
agreements

Provision of a service by one part of an organization or 
group where that service had previously been found in 
more than one part of the organization or group 

9.  Significant 
shareholder  

A shareholder who owns (directly or indirectly) up to five per 
cent of the equity shares of a financial institution  

10. Small Business This is an independently owned and operated company 
that is limited in size and revenue, that is, has less than 300 
employees and total assets that is less than 100 million Naira  

FINANCIAL POLICY AND REGULATION DEPARTMENT  

October 2018  
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MONEY LAUNDERING (PROHIBITION) ACT, 2011 
( AS AMENDED ) 

CENTRAL BANK OF NIGERIA ANTI-MONEY LAUNDERING 
AND COMBATING THE FINANCING OF TERRORISM 
(ADMINISTRATIVE SANCTIONS) REGULATIONS, 2018 

 

ARRANGEMENT OF REGULATIONS Regulation: 

PART I—OBJECTIVES AND APPLICATION 

1. Objectives. 
2. Application. 

PART II—ADMINISTRATIVE SANCTIONS AND PENALTIES 

3. Administrative sanctions. 
4. Penalties. 
5. Conditions for the imposition of administrative sanctions. 

PART III—CIRCUMSTANCES TO DETERMINE SANCTIONS TO APPLY 

6. Determination of the nature and seriousness of contravention. 
7. Conduct of the regulated financial institution or person concerned in its 

management after the contravention. 
8. Previous record of the financial institution or person concerned in its 

management. 
9. General considerations. 

PART IV—MISCELLANEOUS 

10. Interpretation 
11. Citation SCHEDULE 

B 2
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S. I. No. 1 of 2018 
MONEY LAUNDERING (PROHIBITION) ACT, 2011 

(AS AMENDED) 

CENTRAL BANK OF NIGERIA ANTI-MONEY LAUNDERING 
AND COMBATING THE FINANCING OF TERRORISM 

(ADMINISTRATIVE SANCTIONS) REGULATIONS, 2018 

[1st Day of February, 2018] 

In exercise of the powers conferred on me by section 23 (2) (e) of the Money 
Laundering (Prohibition) Act, 2011 (as amended) and all other powers enabling 
me in that behalf, I, ABUBAKAR MALAMI SAN, Attorney-General of the Federation and 
Minister of Justice make the following Regulations— 

PART I—OBJECTIVES  AND  APPLICATION 

1.—(1) These Regulations are made in furtherance of the Money 
Laundering (Prohibition) Act, 2011 (as amended) and Central Bank of 
Nigeria (Anti-Money Laundering and Combating the Financing of 
Terrorism for Banks and Other Financial Institutions in Nigeria) 
Regulations, 2013. 

(2)   These Regulations provide Anti-Money Laundering and 
Combating the Financing of Terrorism (AML/CFT) compliance 
administrative sanctions regime for financial institutions under the 
supervisory purview of the Central Bank of Nigeria (CBN).

2. These Regulations shall apply to financial institutions under the 
supervisory purview of the CBN. 

PART II—ADMINISTRATIVE  SANCTIONS  AND  PENALTIES 

3. From the commencement of these Regulations and subject to the 
relevant provisions of the— 

Commencement. 

Objectives. 

Application. 

Administrative 
Sanctions. 

(a) Money Laundering (Prohibition) Act, 2011 (as amended)   ; 
(b) Terrorism (Prevention) Act, 2011 (as amended) ; 
(c) Terrorism Prevention (Freezing of International Terrorists Funds and Other 

Related   Measures) Regulations, 2013 ; and 
(d) Central Bank of Nigeria (Anti-Money Laundering and Combating the  Financing 

of Terrorism for Banks and Other Financial Institutions in 
Nigeria) Regulations, 2013, the Central Bank of Nigeria shall apply the 
administrative sanctions and penalties for contravening the provisions of these 
Regulations by financial institutions under the supervisory purview of the CBN as 
set out under the Schedule to these Regulations. 
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Penalties. 

Conditions of the 
imposition of 
administrative 
sanctions. 

Determination 
of the nature and 
seriousness of 
contraverntion. 

4. Without prejudice to the provisions of regulation 3 of these 
Regulations, the penalties that the CBN shall apply for contraventions 
of the— 

(a) Money Laundering (Prohibition) Act, 2011 (as amended) 
; 

(b) Terrorism (Prevention) Act, 2011 (as amended) ; 
(c) Terrorism Prevention (Freezing of International Terrorists 

Funds and Other Related Measures) Regulations, 2013 ; and 
(d) Central Bank of Nigeria (Anti-Money Laundering and 

Combating the Financing of Terrorism for Banks and Other 
Financial Institutions in 

Nigeria) Regulations, 2013, shall include administrative sanctions and 
penalties as listed out under the Schedule to these Regulations. 

5.—(1) The administrative sanctions under these Regulations shall 
be imposed consequent upon— 

(a) the examination of a financial institution and observance 
of contraventions by CBN Examiners ; or 

(b) the recommendation of relevant agencies. 

(2)  In determining the sanctions to apply, all the circumstances of 
the case shall be taken into account including the nature and 
seriousness of the contravention, conduct of the regulated financial 
institution or person concerned in its management after the 
contravention, previous record of the financial institution or person 
concerned and other general considerations. 

PART III—CIRCUMSTANCES TO DETERMINE SANCTIONS TO APPLY 

6. In determining the nature and seriousness of any contravention 
observed, the CBN shall consider— 

(a) whether the contravention was deliberate, dishonest or 
reckless ; 

(b) the duration and frequency of the contravention ; 
(c) the amount of any benefit gained or loss avoided due to 

the contravention ; 
(d) whether the contravention reveals serious or systemic 

weaknesses of the management systems or internal rules 
relating to all or part of the business ; 

(e) the nature and extent of any money Laundering or  
financing of terrorism crime facilitated, occasioned or 
otherwise attributable to the contravention ; 
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(f) )  whether there are a number of smaller issues, which 
individually may not justify administrative sanction, but would 
apply when taken collectively ; and 

(g) any potential or pending criminal proceedings in respect 
of the contravention which may be prejudiced or barred 
where a penalty is imposed pursuant to the Schedule to these 
Regulations. 

7. In considering the conduct of the regulated financial 
institution or person concerned in its management after the 
contravention, the CBN shall consider— 

(a) how quickly, efficiently and effectively the financial 
institution or person concerned in its management brought the 
contravention to the attention of the CBN or any other relevant 
regulatory authority ; 

(b) the degree of co-operation with CBN examiners or 
other supervisory agency during the examination ; 

(c) any remedial step taken when the contravention was 
identified, including disciplinary action taken against the staff 
involved, where appropriate, addressing any systemic failure 
and taking action designed to ensure that similar problem do not 
arise in the future ; 

(d) the likelihood that the same type of contravention will 
reoccur where no administrative sanction is imposed ; and 

(e) whether the contravention was admitted or denied. 

8.  In considering the previous record of the financial institution 
or person concerned in its management; the CBN shall consider—

(a) whether it has taken any previous action resulting in 
a settlement, sanction or whether there were relevant previous 
criminal conviction ; 

(b) whether the financial institution or person concerned 
in its management has previously been requested to take 
remedial action ; and 

Conduct of the regulated 
financial institution or person 
concerned in its 
management 
after the contravention. 

Previous record of the 
financial institution or person 
concerned in its 
management. 

General
considerations.
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(c) the general compliance history of the institution or 
person. 

9.—(1) In addition to the provisions of regulations 6, 7 and 8 of 
these Regulations, the CBN shall consider— 

(a) the prevalence of the contravention ; 
(b) the action taken by it in previous similar cases ; 

and (c)  any other relevant consideration. 

(2) Where the Board, a director or officer responsible for 
ensuring compliance with any relevant provision of these 
Regulations has been penalized in three consecutive 
examination cycles and the breach continues, the CBN may 
suspend or remove the Board, director, or officer of that 
institution. 

(3) The bank shall disclose in detail the penalty paid as a 
result of the contravention in its published Annual Report. 

 

PART IV—MISCELLANEOUS Interpretation.  

10. In these Regulations— 

“beneficial owner” means— 
(a) the natural person who ultimately owns or controls a customer ; 
(b) the natural person on whose behalf a transaction is being conducted 

; and 
(c) a person who exercises ultimate effective control over a legal person or 

arrangement ; 
 “business relationship” means a business, professional or commercial relationship 
between a relevant person and a customer, which is expected by the relevant 
person, at the time when contact is established, to have an element of duration 
; 
“cash” means notes, coins or travellers’ cheques in any currency ; 
“control” means a power under the trust instrument or by law, whether 
exercisable alone, jointly with another person or with the consent of another 
person, to— 

(a) dispose of, advance, lend, invest, pay or apply trust property ; 
(b) vary the trust ; 
(c) add or remove a person as a beneficiary or to or from a class of 

beneficiaries ; 
(d) appoint or remove trustees ; or 
(e) direct withhold consent to or veto the exercise of a power such as is 

mentioned in paragraphs (a), (b), (c) or (d). 
“Customer due diligence measures” means— 
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(a) identifying the customer and verifying the customer’s identity on the 
basis of documents, data or information obtained from a reliable and 
independent source ; 

(b) identifying, where there is a beneficial owner who is not the customer, 
the beneficial owner and taking adequate measures, on a risk-
sensitive basis, to verify his identity so that the relevant person is 
satisfied that he knows who the beneficial owner is, including, in the 
case of a legal person, trust or similar legal arrangement, measures 
to understand the ownership and control structure of the person, trust 
or arrangement; and 

(c) obtaining information on the purpose and intended nature of the 
business relationship. 

“Financial Institution” include banks, body corporates, associations or group of 
persons, whether corporate or incorporate which carries on the business of 
investment and securities, a discount house, insurance institution, debt 
factorization and conversion firm, bureau de change, finance company, 
money brokerage firm whose principal business includes factoring, project 
financing, equipment leasing, debt administration, fund management, private 
ledger service, investment management, local purchase order financing, 
export finance, project consultancy, financial consultancy, pension funds 
management and such other business as the Central Bank or other appropriate 
regulatory authorities may from time to time designate ; 

“money laundering” is as defined in the Money Laundering Prohibition Act, 2011 
(as amended) ; 

“politically exposed person” has the meaning given to it under the Money 
Laundering (Prohibition) Act, 2011 (as amended) and the Terrorism ( Prevention) 
Act, 2011 (as amended) ; 

“shell Company” means an incorporated company that possesses no significant 
asset and does not perform any significant operations ; and 

“terrorist financing” means an offence under Part II of the Terrorism ( Prevention) 
Act,  2011. 

11. These Regulations may be cited as the Central Bank of Nigeria Citation. 
Anti-Money Laundering and Combating the Financing of Terrorism (Administrative 
Sanctions) Regulations, 2018. 
 
 
MADE at Abuja this 1st day of February, 2018. 
ABUBAKAR MALAMI, SAN 
Attorney-General of the Federation and Minister of Justice 
EXPLANATORY NOTE 
(This note does not form part of the above Regulations but is intended to explain its 
purport) 
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These Regulations provide Administrative sanctions on Anti-money Laundering and 
Combating the Financing of Terrorism (AM/CFT) infractions by financial institutions 
under the regulatory purview of the Central Bank of Nigeria. 
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Section 1 

General Provisions 

1.1 Establishment of the Scheme 

As part of its developmental role, the Central Bank of Nigeria (CBN) in 
collaboration with the Federal Government of Nigeria, represented by the 
Federal Ministry of Agriculture and Rural Development (FMARD) 
established the Commercial Agriculture Credit Scheme, hereinafter 
referred to as Commercial Agriculture Credit Scheme (CACS), for 
promoting commercial agricultural enterprises in Nigeria, which is a sub–
component of the Federal Government of Nigeria Commercial Agriculture 
Development Programme (CADP).  This Fund will complement other 
special initiatives of the Central Bank of Nigeria in providing concessionary 
funding for agriculture such as the Agricultural Credit Guarantee Scheme 
(ACGS) which is mostly for small scale farmers, Interest Draw-back 
Programme, Agricultural Credit Support Scheme and other similar 
development initiatives.  

1.2 Funding 

The scheme shall be financed from the proceeds of the N200billion three 
(3) year bond raised by the Debt Management Office (DMO). The fund 
shall be made available to the participating bank(s) to finance 
commercial agricultural enterprises. 

1.3 Objectives of the Scheme 

The objectives of the scheme are: 
(i) To fast track development of the agricultural sector of the Nigerian 

economy by providing credit facilities to commercial agricultural 
enterprises at a single digit interest rate;  

(ii) Enhance national food security by increasing food supply and 
effecting lower agricultural produce and product prices, thereby 
promoting low food inflation;  

(iii) Reduce the cost of credit in agricultural production to enable farmers 
exploit the potentials of the sector; and  

(iv) Increase output, generate employment, diversify the revenue base, 
increase foreign exchange earnings and provide input for the industrial 
sector on a sustainable basis.   
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1.4 Governance of the Scheme  

The Scheme shall be under the management of the Central Bank of Nigeria 
through the Board of Directors and the Committee of Governors.  The 
Committee of Governors shall be responsible for the overall administration of 
the Scheme while the Development Finance Department shall be in charge of 
the day-to-day implementation of the Scheme. 

The Development Finance Department shall report to the Committee of 
Governors on all CACS issues. 

1.5 Target Agricultural Commodities and Value Chains  

The key Agricultural commodities to be covered under the Scheme are: 
(i) Production: 

o Cash Crops: Cotton, Oil Palm, Fruit Trees.  Rubber, Sugar Cane, 
Jatropha Curcas and Cocoa.  

o Food Crops: Rice, Wheat, Cassava, Maize/Soya, Beans/Millet, 
Tomatoes and Vegetables    

o Poultry:  Broilers and Eggs Production   
o Livestock:  Meat, Dairy and Piggery 
o Aquaculture:  Fingerlings and Catfish  

(ii) Processing: Feed mills Development, Threshing, Pulverization and other 
forms of transmutation for value addition.   

(iii) Storage: Commodities, Agro-Chemicals and Warehousing.  
(iv) Farm Input Supplies: Fertilizers, Seeds/Seedlings, Breeder Stock, Feeds, 

Farm equipment & Machineries.  
(v) Marketing: Agricultural commodities under the focal investment areas.  

1.6 Definition of Commercial Agricultural Enterprise: 

For the purpose of this Scheme, a commercial enterprise is any farm or agro-
based enterprise with agricultural asset (excluding land) of not less than N100 
million for an integrated farm with prospects of growing the assets to N250 
million within the next three years and N50 million for non-integrated 
farms/agro-enterprise with prospects of growing the assets to N150 million, 
except in the case of on-lending to farmers’ cooperative societies.  

1.7 Eligibility for Participation in the Scheme 

(A) Participating Bank 
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(i) The Central Bank of Nigeria has approved the participation of all 
deposit money banks, including non-interest banks, under the 
Scheme. All Participating Banks (PBs) are required to sponsor 
projects from any of the target areas indicated in the Guidelines and 
bear all the credit risk of the loans they will be granting. 

(ii) The single obligor for any project from a participating bank under 
the Scheme shall be N2.0 billion while for State Governments shall be 
N1.0billion. However, for special schemes and programmes for 
agricultural development, State Governments may be granted 
concessionary approval for more than N1.0 billion. 

(B) Borrower: 

(i) Corporate and Large Scale Commercial Farms/Agro-Enterprises 

  The borrower shall: 
o Be a limited liability company with asset base of not less than 

N100  million and having the prospect to grow the net asset to 
N250  million in the next three years and comply with the 
provision of the Company and Allied Matters Act (1990); 

o Have a clear business plan; 
o Provide up-to-date record on the business operation if any; 
o Have out growers programme, where appropriate; and 
o Satisfy all the requirements specified by its lending bank. 

ii) Medium Scale Commercial Farms/Agro-Enterprises  

To participate in the Scheme the borrower shall:  

o Be a limited liability company with asset base of not less than 
N50 million and having the prospect to grow the net asset to 
N150 million in the next three years and complies with the 
provision of the Company and Allied Matters Act (1990).  

o Have a clear business plan to provide up-to-date record on 
the business operation o Have out growers programme, where 
appropriate to satisfy all the requirements specified by its 
lending bank.    
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(iii) State Government /FCT  

To participate under the Scheme, the States shall; 

o Submit an expression of interest; o Present  an Irrevocable 
Standing Payment Order (ISPO) in favour of the participating 
bank, duly signed by the State Governor, Commissioner of  

Finance and the State Accountant General; 

o Adhere to the repayment agreement reached with the PB; 
upon contravention, the CBN shall assist the PB to invoke the 
ISPO; 

o Have appropriate/functional structures on ground or set up 
structures for the deployment of the funds, which must include 
existing, registered Cooperative Societies/Unions; 

o Commit to deploy CACS funds to farmers’ cooperative 
societies and other areas of agricultural development 
provided such initiatives/interventions are line with the 
objectives of CACS; and 

o Satisfy all the requirements specified by the lending bank. 

1.8 Procedure for Applying for the Loan  

All applications for loans under the Scheme shall be made to the 
participating banks. All applications under the Scheme shall be treated by 
participating banks with due diligence.  

1.9 Loan Tenor  

(i) Loans shall have a maximum tenor that is based on the gestation 
period of the enterprise/or working capital facility of one year with 
provision for roll over.   

(ii) The Scheme allows for moratorium in the loan repayment schedule 
taking into consideration, the gestation period of the enterprise.   

1.10 Verification and Monitoring on Projects 

o All projects shall be verified by the Central Bank of Nigeria after 
release of fund and drawdown to ensure banks fully comply with the 
objectives of the Scheme. The Development Finance Department of 
the CBN shall periodically monitor the projects funded under the 
Scheme, and report to the Committee of Governors. 
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1.11 Alteration in Other Terms and Condition of CACS Loan  

o Participating banks shall be required to secure written consent of the 
Central Bank of Nigeria before making any change(s) to the 
stipulated terms and conditions governing any on-going CACS 
facility. 

1.12 Exit Date 

o The Scheme shall terminate on September 30, 2025. This exit date 
does not apply to the tenor of individual loans and overdrafts which 
are based on their gestation period.  

1.13 The Key Stakeholders of the Scheme are: 

1) Federal Government of Nigeria Represented by Federal Ministry of 
Agriculture and Rural Development (FMA&RD)   

2) Central Bank of Nigeria (CBN)  
3) Debt Management Office (DMO)  
4) Participating Banks  
5) Borrowers   
6) Nigeria Agricultural Insurance Corporation (NAIC)  

1.14 Responsibilities of Stakeholders  

For effective implementation of the scheme and for it to achieve the desired 
objectives, the responsibilities of the stakeholders shall include:  

(a) The Federal Government of Nigeria (FGN) 
(i) The President of the Federal Republic of Nigeria shall grant approval 

for the Scheme.  
(ii) The Federal Government of Nigeria shall be the issuer of the Bond.   

(b) The Central Bank of Nigeria (CBN)  

The Central Bank of Nigeria shall:  
(i)  Specify the rate at which PBs lend to borrowers under the Scheme;  
(ii) Wholly absorb the subsidy which may arise in the pricing of the loan to 

borrowers;  
(iii) Absorb all other incidental/administrative expenses;  
(iv) Release funds to participating banks after confirmation of intent/ 

readiness of banks to disburse funds;  
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(v) Receive and process the monthly returns made by the PBs in relation to 
their loans under the Scheme;  

(vi) Conduct spot checks on the PBs as well as monitor and evaluate the 
borrowers’ projects in order to ascertain the performance of the 
Scheme;  

(vii) Retrieve funds when guidelines are not adhered to by the participating 
banks or borrower;  

(viii) Retrieve funds from the PBs at the expiration of the loan tenure;  
(ix) Make provision for the N200billion bond repayment;  
(x) Ensure penal charges on infractions;  
(xi) Arbitrate  between  the  PBs and  project  promoters, where necessary;  
(xii) Conduct impact assessment of the scheme;  
(xiii) Review the Guidelines from time to time; 

(c) Debt Management Office 
(i) Issue the Bond on behalf of the FGN  
(ii) Raise  money from the market  

(d) Participating Banks 
The participating banks shall: 

(i) Ensure due diligence is followed in the administration of credit facilities;  
(ii) Guarantee safety and purposeful application of funds for on-lending;  
(iii) Bear 100 per cent credit risk;  
(iv) Lend funds under the Scheme at the rate specified by the CBN;  
(v) Submit to the CBN, the Credit Risk Management System (CRMS) report 

of the borrower;  
(vi) In the case of State Governments, submit a copy of the letter of offer 

by the bank, Letter/Evidence of Acceptance by the state, House of 
Assembly Resolution to Borrow, Irrevocable Standing Payment Order 
(ISPO), List of State Cooperatives or utilization plan; Disbursement and 
Repayment schedules;   

(vii) Educate and enlighten the borrower to take NAIC insurance policies 
for the various items across the agricultural value chain;  

(viii) Ensure that the borrower obtains NAIC insurance covers as condition 
precedent to the draw down/disbursement of the loan; 

(ix) Calculate the premium due, in consultation with NAIC, in respect of the 
various insurances that would be effected on the projects of the 
borrower and deduct the premium from the approved loan on behalf 
of NAIC. The lending bank shall apply the pre-determined premium rate 
supplied by NAIC from time to time. Alternatively, the premium could 
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be paid by the client and the receipts and insurance policy submitted 
to the bank; and  

(x)  Render monthly returns under the Scheme to the CBN on the reporting 
format.  

(e) Borrowers  

The borrowers shall:  
(i) Utilize the funds for the purpose for which it was granted;  
(ii) Insure the project being financed with the Nigerian Agricultural   

Insurance Corporation (NAIC);  
(iii) Make the project records available for inspection and verification by 

the CBN,  and PBs;   
(iv) Adhere strictly to the terms and conditions of borrowing under  the 

Scheme;  
(v) State Governments/FCT shall utilize the funds as specified by the CACS 

objectives; and  
(vi) Obtain NAIC certificate, evidencing payment of insurance premium in 

line with section 13 of NAIC Act.   

(f) Nigerian Agricultural Insurance Corporation (NAIC) 

NAIC’s responsibilities shall include:  
1) Provision of insurance cover for all the Agricultural projects in the event 

of  losses arising from the various hazards insured in the value chain;  
2) To ensure that the subsidized portion of the premium in the production  

policies is collected from both the Federal and State Governments;  
3) Provide the pre-determined premium rate from time to time to the 

lending bank;  
4) Prompt settlement of claims in an efficient and effective manner;  
5) Issue and incorporate the financial interest of the lending bank as the 

first loss  payee into the policy document to the extent of their right 
and interests;  

6) Provision of advisory and other risk management services;  
7) Inspection and monitoring of farms and projects;  
8) The provision of training for the agricultural desk officers of banks on 

the Agricultural Insurance needs of CACS loan beneficiaries; and  
9) Provision of extension services and other ancillary services that may 

arise from time to time.  
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1.15 Returns by Banks should be made to the address below:  
Director, 
Development Finance Department, 
Central Bank of Nigeria, 
Central Business District; 
Abuja. 
  
Tel: No.: +234 9 4623 8600  

1.16  Repayment, Repatriation or Discontinuation of a Credit Facility  
(i) Repayment proceeds from CACS projects shall be repatriated on 

quarterly basis to the CBN. Whenever a credit facility is discontinued, 
the PB shall repatriate the funds within 5 working days to the CBN, giving 
details of the credit facility.  

(ii) Repayment proceed shall be ploughed back under the Scheme as 
loans for new projects or enhancement for participating projects.  

  
1.17  Disbursement of Fund  

(i) PBs and borrowers should strictly adhere to agreed 
disbursement/repayment schedule. Any deviation from the 
schedule should be mutually agreed between the parties and the 
CBN informed accordingly.  

(ii) Disbursement of funds must be in accordance with the due 
diligence of the Participating bank.  

  
1.18  Amendments   

This Guidelines is subject to review from time to time as may be deemed 
necessary by the Central Bank of Nigeria.   
 
Section 2 

Applicable to Conventional Banks Only  
 
2.1 Interest Rate 

(i) Agricultural credit from the participating banks shall be in the form of 
loans.  

(ii) Interest on CACS facility shall not exceed 9.0 per cent inclusive of all 
charges to be shared between the participating bank and the CBN: 7% 
and 2%, respectively.  
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2.2 Collateral 

The security which may be offered to a participating bank for the purpose of 
any loan under the scheme may be one or more of the following: 

(i) A charge on land in which the borrower holds a legal interest or a right to 
farm, or a charge on the land including fixed assets, crops or livestock.  

(ii) A charge on the movable property of the borrower.  
(iii) A life insurance policy, a promissory note or other negotiable security  
(iv) Stocks and shares; and  
(v) Any other collateral acceptable to the participating bank(s). 

 
2.3 Infractions and Sanctions 

(i) Delay in release of funds by the PB(s) shall attract a penalty at the bank’s 
maximum lending rate for the period the fund was not disbursed. In 
addition, such PBs shall be barred from further participation under the 
scheme;  

(ii) Non- rendition or false returns shall attract the penalty stipulated by 
section 60 of BOFIA;  

(iii) Charging interest rate higher than prescribed shall attract the penalty 
stipulated by Section 60 of BOFIA;  

(iv) Notwithstanding the agreement between the PB and the project 
promoter, the CBN has the right to reject a request from any PB that 
contravenes any section of the Guidelines.  

(v) Any participating bank that fails to repatriate expired project funds 
within 5 working days to the CBN shall be charged at the bank’s 
maximum lending rate for the period the fund was not repatriated.  

(vi) Any other breach of the guidelines as may be specified from time to 
time.  

 
Section 3 

Applicable to Non-Interest Banks Only 
 
3.1 Modalities for the Non-Interest Window  

3.1.1 Participating Banks 

All Non-Interest Financial Institutions (NIFIs) 
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3.1.2 Types of Financing and Tenor 

Long term financing for projects under the target activities, agricultural 
commodities and value chains. 
The tenor for the Restricted Profit Sharing Investment between the CBN and the 
NIFI shall be for the maximum term specified for financing of projects under the 
original scheme, which is seven years (but should not exceed the exit date of 
the scheme). 
Maximum tenor for financing of projects by NIFIs under the window is to run 
concurrently with the period described above. 
Working capital facility shall have a tenor of 1 year with a provision of roll over 
not more than 2 times (i. e. maximum of 3 years). 
The Facility allows for moratorium commensurate with the gestation period of 
the project. 

3.2 Description of the Non-Interest Window  

The Non-Interest window shall be structured as a two-tiered structure as follows:  

3.2.1 Tier 1: Between the CBN and the NIFI    

A Restricted Profit-Sharing Agreement (Restricted Mudaraba) shall be 
executed between the CBN and NIFI.   
The CBN, as Capital Provider disburses the funds for investment by the NIFI as 
the Implementing Party, based on a Business Plan commitment to be signed 
by the NIFI committing itself to the following terms:  

a) Investment shall only be for financing of projects under the target 
activities, commodities and value chains;  

b) The financing shall have an overall target profit rate of 9.0 per cent;  
c) The profit distribution ratio between the CBN as Capital Provider and the 

NIFI as the Implementing Party shall be in the ratio of 2:7 (i. e. CBN 22% 
and NIFI 78%);  

d) The NIFI commits itself to achieving a target profit rate of 2% accruing to 
CBN;   

3.2.2 Tier 2: Between the NIFI and the Investor 

The NIFI finances the customer (Client) using CBN approved non-interest 
financial contracts appropriate with the type of financing requested, like 
Murabahah, Salam, Istisna’, Ijara, Wakalah, etc.    
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3.3 Repayments 

Repayments under the facility shall be amortized.   

3.4 Credit Risk 

As part of the investment terms, the NIFI shall bear the credit risk of repayment 
by investor, and the collaterals pledged by the borrowers are to mitigate that 
risk.  
 

3.5 Collateral/Security 

Eligible securities under this window include the following:   

a) Federal Government of Nigeria Sukuk;  
b) CBN Non-Interest Liquidity Management Instruments (such as CBN Safe 

Custody Account (CSCA), CBN Non-Interest Note (CNIN) and CBN Asset-
Backed Securities (CABS);  

c) Sukuk backed by the guarantee of the Federal Government;  
d) Sukuk given regulatory treatment by the CBN; and 
e) Any other securities acceptable to the CBN.   

3.6  Participation Agreement   

Eligible NIFIs shall sign Participation Agreement with the CBN.  
Please, refer to Section 1 for the General Provisions governing the Scheme 
  
Financial Policy & Regulation Department  
February, 2018 
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These revised Guidelines for Commercial Agriculture 
Credit Scheme [hereinafter referred to as CACS] are 
issued by the Central Bank of Nigeria [hereinafter 
referred to as “the CBN” or “the Bank”] in exercise of 
the powers conferred on it by the Central Bank of 
Nigeria Act CAP C4 LFN 2010 and the Banks and Other 
Financial Institutions Act CAP B3 LFN 2010 [hereinafter 
referred to as “BOFIA”].  

These Guidelines take immediate effect and 
supersedes the Guidelines for Commercial Agriculture 
Credit Scheme (CACS) 2010 and subsequent 
amendments in respect thereof. It is subject to review 
from time to time as may be deemed necessary by the 
Central Bank of Nigeria.  
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GUIDELINES FOR COMMERCIAL AGRICULTURE CREDIT SCHEME (CACS) 

CENTRAL BANK OF NIGERIA (CBN) AND FEDERAL GOVERNMENT OF NIGERIA 

1.0 Establishment of the Scheme 

As part of its developmental role, the Central Bank of Nigeria (CBN) in 
collaboration with the Federal Government of Nigeria, represented by the 
Federal Ministry of Agriculture and Rural Development (FMARD) established the 
Commercial Agriculture Credit Scheme for promoting commercial agricultural 
enterprises in Nigeria, which is a sub–component of the Federal Government 
of Nigeria Commercial Agriculture Development Programme (CADP). This 
Fund will complement other special initiatives of the Central Bank of Nigeria in 
providing concessionary funding for agriculture such as the Agricultural Credit 
Guarantee Scheme (ACGS) which is mostly for small scale farmers, Interest 
Draw-back scheme, Agricultural Credit Support Scheme and other similar 
developmental initiatives. 
 
2.0 Funding 

The scheme shall be financed from the proceeds of the N200 billion, three (3) 
year bond raised by the Debt Management Office (DMO). The fund shall be 
made available to participating bank(s), to finance commercial agricultural 
enterprises. 
 
3.0 Objectives of the Scheme 

The objectives of the scheme are: 

(i) To fast track development of the agricultural sector of the Nigerian 
economy by providing credit facilities to commercial agricultural 
enterprises at a single digit interest rate; 

(ii) Enhance national food security by increasing food supply and effecting 
lower agricultural produce and product prices, thereby promoting low 
food inflation; 

(iii) Reduce the cost of credit in agricultural production to enable farmers 
exploit the potentials of the sector; and 

(iv) Increase output, generate employment, diversify the revenue base, 
increase foreign exchange earnings and provide input for the industrial 
sector on a sustainable basis. 
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4.0 Governance of the Scheme  

The Scheme shall be under the management of the Central Bank of Nigeria 
through the Board of Directors and the Committee of Governors.  The 
Committee of Governors shall be responsible for the overall administration of 
the Scheme while Development Finance Department shall be in charge of the 
day-to-day implementation of the Scheme. 

The Development Finance Department shall also report to the Committee of 
Governors on all CACS issues. 

5.0 Target Agricultural Commodities and Value Chains 

A Key Agricultural commodities to be covered under the Scheme are:  
(i) PRODUCTION: 

o Cash Crops: Cotton, Oil Palm, Fruit Trees, Rubber, Sugar Cane, 
Jatropha Carcus and Cocoa.

o Food Crops: Rice, Wheat, Cassava, Potato, Yam Maize/Soya, 
Beans/Millet/Guinea Corn. Sesame Seed, Tomatoes and Vegetables 

o Poultry: Broilers and Eggs Production 
o Livestock: Meat, Dairy and Piggery 
o Aquaculture: Fingerlings and Catfish 

(ii) PROCESSING: Feed mills Development, Threshing, Pulverisation and 
Other forms of transmutation for value addition. 

(iii) STORAGE: Commodities, Agro-Chemicals and Warehousing  
(iv) FARM INPUT SUPPLIES: Fertilizers, Seeds/Seedlings, Breeder Stock, Feeds, 

Farm Equipment & Machineries.  
(v) MARKETING: Agricultural commodities under the focal investment areas. 

B Five agricultural commodities namely Rice, Fish, Wheat, Sugar and 
Cotton as well as their value chains which constitute a huge proportion 
of food import bill annually shall attract 60% of the fund. 
 

6.0 Definition of Commercial Agricultural Enterprise 

For the purpose of this Scheme, a commercial enterprise is any farm or agro-
based enterprise with agricultural asset (excluding land) of not less than N100 
million for an integrated farm with prospects of growing the assets to N250 
million within the next three years and N50 million for non-integrated 
farms/agro-enterprise with prospects of growing the assets to N150 million, 
except in the case of onlending to farmers’ cooperative societies.    



487 
 

7.0 Eligibility for Participation in the Scheme  

(A) Participating Bank 
(i) The Central Bank of Nigeria has approved the participation of all deposit 

money banks under the Scheme. All participating banks are required to 
sponsor projects from any of the target areas indicated in the Guidelines 
and bear all the credit risk of the loans they will be granting.  

(ii) The single obligor for any project from a participating bank under the 
Scheme shall be N2.0 billion while for State Governments shall be N1.0 
billion. However, for special schemes and programmes for agricultural 
development, State Governments may be granted concessionary 
approval for more than N1.0 billion. 

(B) Borrower 
(i) Corporate and Large Scale Commercial Farms/Agro-Enterprises 
The borrower shall: 

o Be a limited liability company with asset base of not less than N100 
million and having the prospect to grow the net asset to N250 million 
in the next three years and complies with the provision of the 
Company and Allied Matters Act (1990. 

o Have a clear business plan  
o Provide up-to-date record on the business operation if any. 
o Have out growers programme, where appropriate o Satisfy all the 

requirements specified by its lending bank 
(ii) Medium Scale Commercial Farms/Agro-Enterprises 
To participate in the Scheme the borrower shall: 

o Be a limited liability company with asset base of not less than N50 
million and having the prospect to grow the net asset to N150 million 
in the next three years and complies with the provision of the 
Company and Allied Matters Act (1990) 

o Have a clear business plan 
o Provide up-to-date record on the business operation 
o Have out growers programme, where appropriate 
o Satisfy all the requirements specified by its lending bank 

(iii) State Government/FCT 
To participate under the Scheme, the States shall;  

o Submit an expression of interest 
o Present  an Irrevocable Standing Payment Order (ISPO) in favour of 

the participating bank, duly signed by the State Governor, 
Commissioner for Finance and the State Accountant General 
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o Adhere to the repayment agreement reached with the participating 
bank, upon contravention; the CBN shall assist the PB to invoke the 
ISPO. 

o Have appropriate/functional structures on ground or set up structures 
for the deployment of the funds, which must include existing, 
registered Cooperative Societies/ Unions. The cooperatives must be 
at least six (6) months old with proven track records of repayment. 

o Deploy CACS funds disbursed to farmers’ cooperative societies and 
other areas of agricultural development provided such 
initiatives/interventions are line with the objectives of CACS. 

o Satisfy all the requirements specified by the lending bank. 
 
8.0 Modalities of the Scheme 
(i) Agricultural credit from the participating banks shall be in the form of 

loans.  
(ii) Interest on CACS facility shall not exceed 9.0 per cent inclusive of all 

charges to be shared between the participating bank and the CBN; 7% 
and 2% respectively.  

(iii) The Scheme shall terminate on September 30, 2025. This exit date does 
not apply to the tenor of individual loans and overdrafts which are based 
on their gestation period   

 
9.0 Acceptable Collateral 
The security which may be offered to a participating bank for the purpose 
of any loan under the scheme may be one or more of the following: 
(i) A charge on land in which the borrower holds a legal interest or a right 

to farm, or a charge on the land including fixed assets, crops or livestock; 
(ii) A charge on the movable property of the borrower; 
(iii) A life insurance policy, a promissory note or other negotiable security; 
(iv) Stocks and shares; and 
(v) Any other collateral acceptable to the participating bank(s). 
 
10.0 Loan Tenor 
(i) Loans shall have a maximum tenor that is based on the gestation 

period of the enterprise /or working capital facility of one year with 
provision for roll over. 

(ii) The Scheme allows for moratorium in the loan repayment schedule 
taking into consideration, the gestation period of the enterprise. 
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11.0 Limit of Liability under the Scheme 
The maximum interest rate to the borrower under the scheme shall not 
exceed 9 per cent, inclusive of all charges.

12.0 Procedure for Applying for the Loan 
All applications for loans under the Scheme shall be made to the 
participating banks. All applications under the Scheme shall be treated by 
PB’s with due diligence. 

13.0 Verification and Monitoring on Projects 
All projects shall be verified by the Central Bank of Nigeria after release of 
fund and drawdown to ensure banks fully comply with the objectives of the 
Scheme. The Development Finance Department of the CBN shall 
periodically monitor the projects funded under the Scheme, and report to 
the Committee of Governors. 
 

14.0 Alteration in Other Terms and Condition of CACS Loan 
Participating banks shall be required to secure written consent of the 
Central Bank of Nigeria before making any change(s) to the stipulated 
terms and conditions governing any on-going CACS facility. 
 
15.0 Infractions and Sanctions 

 Participating Banks 

(i) Diversion of funds by participating banks shall attract a penalty at the 
bank’s average lending rate at the time of infraction. In addition, such 
PBs shall be barred from further participation under the scheme. 

(ii) Non- rendition or false returns shall attract the penalty stipulated by 
Section 60 of BOFIA. 

(iii) Charging interest rate higher than prescribed shall attract the penalty 
stipulated by BOFIA section 60. 

(iv) Any participating bank that fails to disburse the fund  within 14 days of 
receipt to the borrower  shall be charged a penalty interest rate of 
MPR+300 basis points for the period the fund was not disbursed; 

(v) Notwithstanding the agreement between the participating bank and 
the project promoter, the CBN has the right to reject a request from any 
participating bank that contravenes any section of the Guidelines. 
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(vi) Failure to disburse funds in line with the agreed Disbursement Schedule 
shall attract penalty at the bank’s lending rate as at the time of 
infraction. 

(vii) Any participating bank that fails to repatriate expired project funds 
within 5 working days to the CBN shall be charged a penalty interest rate 
of MPR + 300 basis points for the period the fund was not repatriated. 

(viii) Any other breach of the guidelines as may be specified from time to 
time. 

16.0 Key Stakeholders of the Scheme 
(i) Federal Government of Nigeria (FGN), represented by Federal Ministry 

of Agriculture and Rural Development (FMA&RD). 
(ii) Central Bank of Nigeria (CBN). 
(iii) Debt Management Office. 
(iv) Participating Banks. 
(v) Borrowers. 
(vi) Nigerian Agricultural Insurance Corporation (NAIC). 

17.0 Responsibilities of Stakeholders 
For effective implementation of the scheme and for it to achieve the 
desired objectives, the responsibilities of the stakeholders shall include: 

(a) The FGN  
(i) The President of the Federal Republic of Nigeria shall grant approval 

for the Scheme. 
(ii) The Federal Government of Nigeria shall be the issuer of the Bond. 

(b) The CBN 
The Central Bank of Nigeria (CBN) shall:  

(i) Specify the rate at which PBs lend to borrowers under the Scheme 
(ii) Wholly absorb the subsidy which may arise in the pricing of the loan 

to borrowers 
(iii) Absorb all other incidental/administrative expenses 
(iv) Release funds to participating banks at 2% interest rate after 

confirmation of intent/readiness of banks to disburse funds 
(v) Receive and process the monthly returns made by the PBs in relation 

to their loans under the Scheme 
(vi) Conduct spot audit on the PBs as well as monitor and evaluate the 

borrowers’ enterprises in order to ascertain the performance of the 
Scheme 

(vii) Retrieve funds when guidelines are not strictly adhered to by the 
participating banks 
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(viii) Prepare monthly reports to the Committee of Governors and Board 
of CBN 

(ix) Retrieve funds from the PBs at the expiration of the loan tenure. 
(x) Make provision for the N200billion bond repayment. 
(xi) Ensure penal charges on infractions 
(xii) Arbitrate  between the PBs and Project Promoters 
(xiii) Conduct impact assessment of the scheme 
(xiv) Review the Guidelines from time to time. 

(c) Debt Management Office 
(i) Issued the Bond on behalf of the FGN  
(ii) Raised  money from the market  

(d) Participating Banks 
The participating banks shall: 

(i) Ensure due diligence is followed in the administration of credit 
facilities; 

(ii) Guarantee safety and purposeful application of funds for onlending; 
(iii) Bear 100 per cent credit risk; 
(iv) Lend funds under the Scheme at the specified rate; 
(v) Submit to the CBN, Letter of offer by the bank, Letter/Evidence of 

Acceptance by the state, Irrevocable Standing Payment Order 
(ISPO), List of State Cooperatives or Evidence of Intervention project, 
Disbursement schedule, Repayment schedule, the Credit Risk 
Management System (CRMS) report of the borrower;  

(vi) NAIC Insurance Cover; and 
(vii)  Render monthly returns under the Scheme to the CBN in line with the 

reporting format. 

(e) Borrowers 
The borrowers shall: 

(i) Utilize the funds for the purpose for which it is granted; 
(ii) Insure the project being financed with the Nigerian Agricultural 

Insurance Corporation (NAIC); 
(iii) Make the project records available for inspection and verification by 

the CBN, and PBs; 
(iv) Adhere strictly to the terms and conditions of borrowing under  the 

Scheme; 
(v) State Governments/FCT shall utilize the funds as specified by the 

CACS objectives; and 
(vi) A farmer whose crop or livestock is covered by Section 7 of this 

Decree may take out an insurance cover under the scheme but 
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where the farmer is also a beneficiary of an agriculture loan or credit 
facility from the Government, a bank or other financial institution (in 
this Decree referred to as “lending institution”) he shall take out an 
insurance cover under scheme (Sub-Section 13 of NAIC Act). 
 

(f) Nigerian Agricultural Insurance Corporation (NAIC) 
NAIC’s responsibilities shall include: 

(i) Provision of insurance cover for all the Agricultural projects in the 
event of losses arising from the various hazards insured in the value 
chain; 

(ii) To ensure that the subsidized portion of the premium in the 
production policies is collected from both the Federal and State 
Governments; 

(iii) Provide the pre-determined premium rate from time to time to the 
lending bank; 

(iv) Prompt settlement of claims in an efficient and effective manner; 
(v) Issue and incorporate the financial interest of the lending bank as 

the first loss payee into the policy document to the extent of their 
right and interests; 

(vi) Provision of advisory and other risk management services; 
(vii) Inspection and monitoring of farms and projects; 
(viii) The provision of training for the agricultural desk officers of banks on 

the Agricultural Insurance needs of CACS loan beneficiaries; and 
(ix) Provision of extension services and other ancillary services that may 

arise from time to time. 

Participating Banks under the NAIC insurance cover Guidelines shall: 
(i) Educate and enlighten the borrower to take NAIC insurance policies 

for the various items across the agricultural value chain.   
(ii) Obtain NAIC insurance covers as condition precedent to the draw 

down/disbursement of the loan. 
(iii) Calculate the premium due, in consultation with NAIC, in respect of 

the various insurances that would be effected on the projects of the 
borrower and deduct the premium from the approved loan on 
behalf of NAIC. The lending bank shall apply the pre-determined 
premium rate supplied by NAIC from time to time. 

(iv) Collect premium which shall be regarded as tentative or provisional 
premium, subject to NAIC’S confirmation. The processing of the 
application and approval would however, continue once the 
provisional premium has been worked out and built into the loan as 
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part of the project cost. Alternatively, the premium could be paid by 
the client and therefore treated separately from the loan. 

18.0 Returns by Banks should be made to the address below: 
 Director, 

  Development Finance Department, 

  Central bank of Nigeria, 

  Central Business district 

 Abuja. 

 Tel: No.: +234 9 4623 8600 

19.0 Repayment, Repatriation or Discontinuation of a Credit Facility 
(i) Repayment proceeds from CACS projects shall be repatriated on 

quarterly basis to the CBN. Whenever a credit facility is discontinued, the 
PB shall repatriate the funds within 5 working days to the CBN, giving 
details of the credit facility. 

(ii) Repayment proceed shall be ploughed back under the Scheme as 
loans for new projects or enhancement for participating projects. 

 

20.0 Disbursement of Fund 
(i) PBs and borrowers should strictly adhere to agreed 

disbursement/repayment schedule. Any deviation from the schedule 
should be mutually agreed between the parties and the CBN informed 
accordingly. 

(ii) Disbursement of funds must be in accordance with the due diligence of 
the Participating bank. 

 
Financial Policy & Regulation Department 

August 2017 
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PREFACE  

 The “Guide to Charges by Banks and Other Financial Institutions” (the Guide) provides 
a basis for the application of charges on various products and services offered by 
banks and Other Financial Institutions (OFIs) in Nigeria to their customers. This 
document applies to banks and other financial institutions under the supervisory 
purview of the Central Bank of Nigeria (CBN).  

The charges prescribed in the Guide were arrived at after extensive consultation with 
stakeholders. The intendment of the Guide is to enhance flexibility, transparency and 
competition in the Nigerian banking industry.  

Where a charge is stipulated as “negotiable”, banks and OFIs are required to draw 
the attention of customers to their rights to negotiate and the two parties are required 
to mutually agree on the applicable interest and/or charge via a verifiable means.   

Although the Guide provides for charges on various products and services of banks 
and OFIs, it is not exhaustive. Banks and OFIs are required to present any new product, 
service or charge not covered by this Guide to the Central Bank of Nigeria for prior 
written approval.  

A glossary of terms is provided to define/explain the terminologies used in the Guide.   

This Guide to Charges, which replaces the Guide to Bank Charges issued in 2013, takes 
effect from May 1, 2017, and may be reviewed from time to time to reflect changes 
in the business environment.  

 

   DESCRIPTION  RATE   

1.1  Current account in credit 
balance  

Negotiable  

1.2   Savings Account  Minimum of 30% of MPR p.a. (not applicable if a 
customer makes more than 4 withdrawals in a 
month)  

1.3  Term Deposit Accounts  Negotiable  

1.4  Domiciliary Accounts:     

1.4.1        Current Accounts  Negotiable  

1.4.2        Savings Accounts  Negotiable  

1.5  Deposits held as collateral  Negotiable subject to minimum of 30% of MPR 
p.a.  
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Section 1: Interest on Deposits 

Section 2: Interest Rates and Lending Fees 

   DESCRIPTION  RATE  

2.1  Interest Rate[1]:     

2.1.1 Local Currency Loans   Negotiable (the rate should anchor MPR, reflecting 
the risk-based pricing model). Also, when the bank 
intends to introduce a new rate different from the 
agreed rate, the bank should notify the customer of 
the new rate at least 10 business days in advance 
of the application of the new rate.  

2.1.2 Mortgage Financing  Negotiable subject to a maximum of MPR + 5%  

2.1.3 Interest Rate - Foreign 
currency Loans  

Negotiable 

2.1.4  Interest on authorized  

OD 

Negotiable (the rate should anchor MPR, reflecting 
the risk-based pricing model). Also, when the bank 
intends to introduce a new rate different from the 
agreed rate, the bank should notify the customer of 
the new rate at least 10 business days in advance 
of the application of the new rate.  

  

2.1.5 Unauthorized OD/Credit  Not permissible except as a result of facility 
repayment (where it occurs, Penal Rate as 
provided in Section 2.1.9 shall apply)  

2.1.6 Drawing against  

Uncleared Effects  

Negotiable (the rate should anchor MPR, reflecting 
the risk-based pricing model).   

2.1.7 Equipment Leasing  Negotiable (the rate should anchor MPR, reflecting 
the risk-based pricing model). Also, when the bank 
intends to introduce a new rate different from the 
agreed rate, the bank should notify the customer of 
the new rate at least 10 business days in advance 
of the application of the new rate.  
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2.1.8 Discountable instruments  

e.g. Usance bill, Bankers'  

Acceptance, Commercial  

Papers, Promissory Notes etc.  

 Negotiable  

Section 3: Current Account Maintenance Fee  

Section 4: Commission on Bonds Guarantees & Indemnities, Etc. 

   DESCRIPTION  RATE   

4.1  Bid bond/Tender Security/Bid 
Security  

Negotiable subject to a maximum of 1% of the Bond 
value (one-off charge)  

4.2  Performance bond  
(chargeable from date of 
contingent liability)  

Negotiable subject to a maximum of 1% of the Bond 
value (one-off charge)  

4.3  Advance Payment  
Guarantee (APG)  
  
(chargeable from date of 
contingent liability)  

Negotiable subject to a maximum of 1% of the APG 
value (one-off charge)  

4.4  Third-party Cheque 
Indemnities  

To be discouraged – However, negotiable for 
nonclearing financial institutions e.g. Micro-finance 
banks 

4.5  Bank Guarantee  Negotiable subject to a maximum of 1% (one-off 
charge) 

   DESCRIPTION  RATE   

3.1 Current Account 
Maintenance Fee (CAMF): 
Applicable to current 
accounts ONLY in respect of 
customer-induced debit 
transactions to third parties 
and debit transfers/lodgments 
to the customer’s account in 
another bank. Note that CAMF 
is not applicable to   
Savings Accounts  

Negotiable subject to a maximum of N1 per mille 
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4.6  Other Bonds, Guarantees and 
Indemnities  

Negotiable subject to a maximum of 1% (one-off 
charge)  

Section 5: Foreign Exchange Commission/Charges 

   DESCRIPTION  RATE   

   Purchases:   
5.1  Purchases from CBN   As may be advised by the CBN.  

5.2 Inter-bank purchases As may be advised by the CBN 

5.3  Inward Telegraphic/SWIFT 
and other transfers expressed 
in foreign  
currency  

No charge  

5.4  Travelers Cheques  As may be advised by the CBN  

5.5  Foreign Currency purchases 
from customers  

Interbank foreign exchange bid rate  

  Sales:  

5.6  Outward Telegraphic/SWIFT 
and other transfers  

Swift cost recovery, 0.5% commission on transfer plus 
associated offshore bank charges (where 
applicable) 

5.7  Foreign currency sales to 
customers  

As may be advised by the CBN  

5.8  Commission on withdrawals 
from Domiciliary Accounts 
(whether savings or current 
account)  

0.05% of transaction value or $10, whichever is lower  

5.9  Foreign draft  purchase  0.1% of the value of the cheque + Offshore charges  

5.10  Collection Charge on 
Cheques  

1% of cheque value or Naira equivalent of US $10 
whichever is lower  

Section 6: Bills for Collection 

   DESCRIPTION  RATE   

   Bills for collection (Inward) 
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6.1  Collection:     

6.1.1 Commission on Bills for  
Collection  

Negotiable subject to a maximum of 0.5% of the bill 
value  

6.1.2 Postage (where 
applicable)  

Actual cost of postage  

6.1.3 Communication 
charge (where applicable) 

Actual cost of communication  

6.2  Holding charges after 
nonpayment, chargeable 
one month after due date  

N5,000 per month  

6.3  Extension charges for sight 
bills altered to tenured 
(usance) bills  

N3,000 plus cost of SWIFT 

6.4  Protest charges plus Notary 
Public Fees 

Cost of postage, (chargeable only where the 
agreement specifies that the customer will pay) 

   Bills for Collection (Outward)  

6.5  Collection commission:  
 

Negotiable subject to a maximum of 0.5% 
Commission on  Bills for Collection 

6.6  Bills for Collection -  
Negotiation  

Negotiable  

Section 7: Straight Forward Handling Documents 

   DESCRIPTION  RATE   

7.1  Export Documents Delivery   Negotiable subject to a maximum of N5,000 plus cost 
of courier  

7.2  Import Documents:     

7.2.1 Delivery  Negotiable subject to a maximum of N5,000 plus cost 
of courier  
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Section 8: Inward and Outward Letters of Credit 

   DESCRIPTION  RATE   

   Inward Letters of Credit (Export)  

8.1  Processing and Registration of 
Nigerian Export (NXP) Form 

N5,000  flat   

8.2  Advising Commission:     

8.2.1 Where a Nigerian bank 
simply verifies authenticity of 
the Credit and delivers same.  

N5,000 flat  

8.2.2 Where a Nigerian bank 
has to rewrite the Credit at the 
instance of the customer  

0.05% of the value, subject to a minimum of Naira 
equivalent of US $25  

8.3  Commission on  
Confirmation of LC  

Minimum of N5,000 subject to a maximum of 0.5% 
of the face value.   

8.4  Letter of Credit - Negotiation   Negotiable  

  Outward Letters of Credit (Im port)  

8.5  Purchase of Form A N100 per form  

8.6  Form M:     

8.6.1 Processing  N3,000 in addition to maintenance fee on e-Form 
platform in line with CBN directive  

8.6.2 Amendment  Negotiable subject to a maximum of  N5,000  

7.2.2 Bills for collection  
against acceptance  

Negotiable subject to a maximum of N5,000 plus cost 
of courier  

7.2.3 Bills for Collection  
against payment  

Cost of courier  
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8.6.3 Revalidation/  
Extensions  

Negotiable subject to a maximum of  N5,000  

8.7  LC Establishment Commission    

8.7.1 For credits up to 180  1% of face value  

   DESCRIPTION  RATE   

 days   

8.7.2 For credits up to 270 days  1.25% of face value  

8.7.3 For credits up to 360 days 
(these charges are on the 
period of validity of the credit)  

1.5% of face value  

8.8  Renewal and extension in the 
LC value:  

   

8.8.1 Renewals  Commission on applicable LC establishment   

8.8.2 Extensions  N5,000.00 flat  

8.9 Increases or Enhancements in 
the LC value:    

Additional establishment commission should 
be charged on the amount of any increase 
for the unexpired period of validity of credit (in 
line 8.7  

8.10  Amendment of LC at the 
instance of the customer  

N2,000 per application  

8.11  Usance Bill under Credit 
Guarantee Commissions:  

    

8.11.1 Where the bill is less than 
one year  

N3 per mille per month  

8.11.2 Where the bill exceeds 
one year  

N5 per mille per month  

8.12  Pre-Arrival Assessment Report 
(PAAR)  

N2,500 flat irrespective of payment mode   
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Section 9: Internal Transactions (Within Nigeria) 

   DESCRIPTION  RATE   

9.1  Bank Drafts     

9.1.1 Customer  Current Account: - N300  

Savings Account: - N500  

9.1.2 Non-Customer N500 + 0.1% of Draft value 

9.2  Draft Repurchase  No charge  

9.3  Charge paid by 
nonaccount holders for 
initiating cash transactions 
(e.g. local money transfer, 
Prepaid Card loading), 
subject to maximum daily 
limit of N20,000  

N200 flat. However, banks are enjoined to 
undertake KYC on such customers.  

9.4  Cash handling charge  
As may be advised by the CBN  

9.5  Special Clearing of  
Cheques  

Negotiable  

9.6  Standing Order Charge 
(InBranch) at the instance 
of the customer  

(a)    Intra-bank N300 (One-off)  

(b)   Inter- bank N300 (one-off) plus applicable in-
Branch Electronic Funds Transfer charge  

9.7  Direct Debit  As may be advised by CBN  

9.8  Safe Custody  Negotiable  

9.9  Stopped Cheques  N500 per order  
9.10  Purchase/sale of Treasury 

Bills for customers  
a. Processing fee – N100 flat   

b. Custodian fee – in line with extant Guidelines on 
Custodianship on Money Market and Other Fixed 
Income Instruments (applicable on Treasury bills 
purchase)  

(c)    Settlement of trade via S4 – Cost recovery   
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Section 10: Electronic Banking 

   DESCRIPTION  RATE   
10.1  Internet Banking:     

10.1.1  Hardware Token  Cost recovery subject to a maximum charge of N3,500  

10.1.2 Software Token – 
One Time Password 
(OTP)  

No charge.   

However, where the OTP is sent to the customer via  
SMS, a charge of not more than N4/SMS shall apply  

10.1.3 Hardware Token 
replacement  

Cost recovery subject to a maximum of N3,500 
(Customer to bear cost only in the event of physical 
damage, loss of token or replacement after expiration)  

10.1.4 Bills Payment 
(Including Bills Payment 
through other E-
channels)  

0.75% of transaction value but not more than  
N1,200  

10.2  Electronic Funds Transfer:    

10.2.1 Below N10,000,000 N50  
10.2.2 N10,000,000 and 
above  

N50  

10.2.3 RTGS  N550  
10.3  Card Maintenance Fee     

10.3.1 Foreign Currency 
Denominated 
debit/credit cards  

$20 p.a. (or its equivalent)  

10.3.2 Naira debit/credit 
card  

N50 monthly  

10.4  Credit Card Charges:  

10.4.1 Issuance Fee  N1,000 (one-off charge). The same charge applies 
irrespective of card type (i.e. regular or premium card)  

   DESCRIPTION  RATE   
 10.4.2 Replacement fee 

(at customer’s instance 
for lost or damaged 
cards)   

N1,000 (one-off charge). The same charge applies 
irrespective of card type (i.e. regular or premium card)  

10.4.3 Renewal fee 
(upon expiry of existing 
cards) 

N1,000 (one-off charge). The same charge applies 
irrespective of card type (i.e. regular or premium card)  

10.4.4 Interest charges  Negotiable  
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10.5  Debit Card Charges:     

10.5.1 Issuance Fee  N1,000 (one-off charge). The same charge applies 
irrespective of card type (i.e. regular or premium card)  

10.5.2 Replacement fee 
(at customer’s instance 
for lost or damaged 
cards)  

N1,000 (one-off charge). The same charge applies 
irrespective of card type (i.e. regular or premium card)  

10.5.3 Renewal fee 
(upon expiry of existing 
cards)  

N1,000 (one-off charge). The same charge applies 
irrespective of card type (i.e. regular or premium card) 

10.5.4 Prepaid card 
loading/unloading  

No charge   

10.6  ATM Transactions:     

10.6.1 On-us (withdrawal 
from issuing bank's ATM)  

No charge 

10.6.2 Not on-us 
(withdrawal from other 
bank's ATM) in Nigeria.  

N65 after the third withdrawal within the same month  

  10.6.3 International 
withdrawals (per 
transaction) whether 
debit/credit card  

  

Exact cost by international acquirer (cost recovery)  

   DESCRIPTION  RATE   

10.7  Merchant Service     
 Commission (MSC):  

General Merchant  
(Including Domestic,  
International Travels and  
Entertainment)  

Negotiable  

10.8  Bulk Payments (e.g. 
Salaries, Dividends etc.)  

Negotiable subject to a maximum of N50 per beneficiary 
payable by the sender  

10.9  Transaction Alerts     
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10.9.1 SMS alert 
(Mandatory) However, 
where a customer opts 
not to receive sms alert, 
the customer should 
issue an indemnity (for 
losses that may arise as a 
result) to the bank.                                           

Not more than N4/SMS. (Fees on alerts are restricted to 
only customer-induced transactions). All associated 
notifications relating to a particular transaction should be 
consolidated into a single SMS alert.   

10.9.2 Email notification  No charge  

10.10  PIN reissue  No charge  

10.11  PIN reset  No charge  

10.12  Use of Unstructured  
Supplementary Service 
Data  
(USSD)  

Cost recovery  

Section 11: Miscellaneous

   DESCRIPTION  RATE   

11.1  Reactivation of accounts  No charge  

11.2  Closure of Account (savings, 
current, or domiciliary)  

No charge  

11.3  Insurance Premium paid on 
behalf of customers  

Exact Premium (customer to choose from a list of at 
least 3 insurance companies to be recommended 
by the bank)   

11.4  Issuance of statement of 
account:  

 

11.4.1 Mandatory monthly 
issuance of statement of 
account on current and 
savings accounts  

No charge  
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11.4.2  Special request for 
statement of account 
(request in a manner other  
than agreed on mandatory 
issuance)  

Maximum of N20 per page  

11.5  Returned Cheques:   

11.5.1  Due to reasons other 
than the account being 
unfunded  

No charge  

11.5.2  Due to the account 
being unfunded  

1% of amount or N5,000 whichever is higher (to be  
borne by drawer only). This is without prejudice to the 
Dud Cheque Act  

11.6  Business visit initiated by 
customer:  

 

11.6.1 Local  No charge  

   DESCRIPTION  RATE   

 11.6.2 Foreign  Negotiable  

11.7  Status enquiry at the 
request of customer Define 
in glossary  

N500 per request  

11.8  Letter of Discharge for 
facilities repaid by customer    

No charge  

11.9  Verification of customers’ 
documents with  
Government Agencies:  

 

11.9.1    Search at  
Corporate Affairs  
Commission (CAC), land 
registry, legal search etc.  

Cost recovery  

11.9.2    Obtaining Certified  
True Copy (CTC)  

Cost recovery 
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11.9.3    Perfection of security 
for credit facilities.  

Cost recovery  

11.10  Confirmation of overseas 
enquiries to correspondent 
bank at the instance of the 
customer  

N500 plus Cost of Postage (if applicable)  

11.11  Intermediation fees for 
commercial papers (to be 
borne by the issuer)  

Negotiable  

11.12  Issuance of withdrawal 
Booklet/Passbook  

No charge  

11.13  Customized deposit booklet   Cost Recovery  

11.14  Over-the-counter cash 
withdrawals below the limit 
set by the CBN cash 
withdrawal/lodgment policy  

No charge  

11.14  Intra-bank cash 
Deposits/withdrawals within 
limits approved by the CBN  

No charge  

11.15  Cost of Cheque Books  

 11.16.1 Cheque Books Cost recovery    

 11.16.2 Counter Cheque N50 per leaflet 
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PART 2 (A): MICRO-FINANCE BANKS 

 

Section 1: Interest on Deposits 

 
   DESCRIPTION  RATE   

1.1  Current accounts  Negotiable  

1.2  Savings accounts  Minimum of 30% of MPR p.a. (not applicable if a 
customer makes more than 4 withdrawals in a month)  

1.3  Term Deposit Accounts  Negotiable  

Section 2: Interest Rates and Lending Fees 

   DESCRIPTION  RATE   

  INTEREST RATES    

2.1  Interest Rate on loans, 
authorized overdrafts and 
other advances/facilities1  
  
Note that when there is a 
change in the agreed rate, 
the customer must be 
notified within 5 business 
days in advance of 
application of the new rate.  

Negotiable   

  

2.2  Unauthorized Overdraft  Not permissible except overdraft occasioned by loan 
and advances repayment and interest. Where this 
occurs, Penal Rate, as in 2.5 below, shall apply  

2.3  Drawing against Uncleared 
Effects  Negotiable 

2.4  Micro  Negotiable  
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Leasing/Microfinancerelated 
Hire purchase  

2.5  Penal rate2 for late 
repayment of loans, 
authorized overdrafts, micro 
leases, microfinance-related 
hire purchase and other 
advances/facilities, 
including unauthorized 
overdraft as in 2.2 above.  

Maximum of 1% flat per month on unpaid amount in 
addition to charging current rate of interest on 
outstanding debt (without prejudice to the provisions 
of the Prudential Guidelines on the limitation of 
accruals)   
  

Lending Fees  
2.6  Management fee3 covering 

processing, appraisal, 
ancillary and other related  

Negotiable subject to maximum of 1% of the principal 
amount disbursed (one off charge).  

Three (3) days from the date of execution, shall be allowed within which the contract may be rescinded 
provided no draw down has been made  
1 Three (3) days shall be allowed within which there will be no penal charge on late repayments. 
3 Management fee is chargeable for all fresh requests and renewals of expired facilities. No charges for 
requests declined'  
 
   DESCRIPTION RATE  

 fees on a new loan 
application (one-off 
charge).  

 

2.7  Facility Enhancement Fee   Negotiable subject to maximum of 1% of the 
additional amount disbursed (one off charge). Where 
this fee applies, management fee shall not apply.  

2.8  Restructuring Fee 
(Restructuring at the  
instance of customer)  
  
Management fee is not 
applicable in the case of a 
restructured facility  

Negotiable, subject to a maximum of 0.50% on the 
outstanding amount being restructured (one off 
charge).  

2.9 Commitment Fee: A 
fee charged by a  
financial institution for an  
undisbursed facility in order  
to keep the line of credit 
open  

Negotiable, subject to a maximum of 1% of the 
undisbursed amount (one-off charge) 
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2.10  Advisory/Consultancy fee  Negotiable. But only applies where there is a written 
advisory/consultancy agreement between the bank 
and the customer  

2.11  Credit Reference Reports4  Cost recovery   

2.12  Charges for Consortium 
Lending  

   

   

   

   

   

2.12.1 Agency Fee  Negotiable  

2.12.2 Management Fee  Negotiable subject to a maximum of 1% of principal 
amount  (One–off charge)'  

2.12.3 Commitment/Non- 
Drawing Fee  

Negotiable subject to a maximum of 0.5% of the 
undisbursed amount    
(one-off charge)  
  

 

4 This is applicable to only customer-induced credit reference reports. For loans granted, this cost would 
be part of the management fee and therefore, the customer should not be charged. For credits not 
granted as a result of negative credit report, full cost recovery should be borne by the customer.  
   DESCRIPTION  RATE   

 2.12.4 Commission charges 
for underwriting services  

Negotiable  

Section 3: Current Account Maintenance Fee 

   DESCRIPTION  RATE   
3.1  Current Account    
   Maintenance fee:  

  
Current Account 
Maintenance Fee – 
applicable to current 
accounts ONLY in respect of 
customer-induced debit 
transactions to third parties 
and debit 
transfers/lodgments to the 
customer’s account in 
another bank. Note that 
CAMF is not applicable to   
Savings Accounts  

Negotiable subject to a maximum of N1 per mille  
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Section 4: Commission on Guarantees & Indemnities 

   DESCRIPTION  RATE  

4.1  Advance Payment Guarantee 
(APG)  

Negotiable subject to a maximum of 1% of the APG 
value (one-off charge)  

4.2  Guarantees And Indemnities  Negotiable Subject To A Maximum Of 1% (One-Off 
Charge)  

   

Section 5: Internal Transactions (Within Nigeria) 

   DESCRIPTION  RATE   
5.1  Bank Drafts     
   
   

5.1.1 Customer  N350  
5.1.2 Non-Customer  N550  

5.2  Draft Repurchase  No charge  

5.3  Charges paid by non-
account holders for initiating 
cash transactions   
(e.g. local money transfer, 
Prepaid Card loading).  This 
is subject to a maximum 
daily limit of N20,000   

Correspondent bank's charge plus N50  

5.4  Cash handling charge  As may be advised by CBN  

5.5  Special clearing of cheques  Negotiable  

5.6  Standing Order Charge 
(InBranch) at the instance of 
the customer   

   
   

5.6.1 Intra-bank   N300 (One-off) 

5.6.2 Inter- bank   N300 (one-off) plus recurring external transfer cost 
applicable (correspondent bank charge)  

5.7  Direct Debit  Correspondent bank's charge plus N50  
5.8  Safe Custody  Negotiable  
5.9  Stopped cheques  N500 per order  
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Section 6: Electronic Banking 

   DESCRIPTION  RATE   
6.1  

   
   

Internet Banking Token:     

6.1.1 Hardware Token  Cost recovery subject to a maximum charge of 
N4,000  

6.1.2 Software Token (OTP) No charge. However, where the OTP is sent to the 
customer via SMS, a charge not more than N4/SMS 
shall apply in respect of the sms  

6.1.3 Hardware Token  
Replacement  

Cost recovery subject to a maximum of N4,000 
(Customer to bear cost only in the event of 
physical damage, loss of token or replacement 
after expiration)  

6.2  
       

Transfers within Nigeria:     

6.2.1 Intra-bank  No charge  
6.2.2 Inter-bank  Correspondent bank's charge plus N50  
6.2.3 Transfers to non-account 
holders, subject to Tiered-KYC 
requirements  

Correspondent bank's charge plus N50  

 
6.3  

   

   

   

   

Electronic Funds Transfer (on 
customer’s Electronic Device):  

 

6.3.1 Below N10,000,000  N60 per transaction  

6.3.2 N10,000,000 and above    

6.3.3 Bills Payment  Negotiable subject to a maximum of the lower of  
0.75% of transaction amount or N1,200  
(Biller/Merchant to pay)  

6.3.4 Usage of USSD Code for 
transactions  

Cost recovery  

6.4  Naira Debit Card Charges:     

6.4.1 Issuance Fee  N1,000 (one-off charge. The same charge applies 
irrespective of card type (i.e. regular or premium 
card)  

   

   

6.4.2 Replacement Fee (at 
customer’s instance for lost or 
damaged cards cards)  

N1,000 (one-off charge). The same charge applies 
irrespective of card type (i.e. regular or premium 
card)  

   DESCRIPTION  RATE   
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   6.4.3 Renewal Fee (upon expiry of 
existing cards)  

N1,000 (one-off charge). The same charge applies 
irrespective of card type (i.e. regular or premium 
card)  

6.4.4 ATM Bill Payment  N100  

6.4.5 Debit card maintenance 
charges  

N50/Month, applicable only to month card is used  

6.4.6 Prepaid card 
loading/unloading  

No charge  

6.5  

   

   

   

ATM Transactions:     

6.5.1 On-us (withdrawal from 
issuing bank's ATM)  

No charge  

6.5.2 Not on-us (withdrawal from 
other bank's ATM)   

N65 after the third withdrawal within the same 
month  

6.5.3 On approved  
Independent ATMs  

No charge 
6.6 

   

Merchant Service Commission 
(MSC)  

General Merchant (Including 
Domestic, International Travels 
and Entertainment)  

Negotiable 

6.7  Bulk Payments (e.g. Salaries, 
Dividends etc):  

Negotiable subject to a maximum of N50 per 
beneficiary payable by the sender  

6.8  

   

   

Transaction Alert      

6.8.1 SMS alert (Mandatory)  

However, where a customer opts 
not to receive sms alert, the 
customer should issue an 
indemnity (for losses that may 
arise as a result) to the bank.         

Not more than N4/SMS (fees on alerts are restricted 
to only customer-induced transactions). All 
associated notifications relating to a particular 
transaction should be consolidated into a single 
SMS alert  

6.8.2 Email notification  No charge  
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Section 7: Miscellaneous  

   DESCRIPTION  RATE   

7.1  PIN reissue  N100  

7.2  PIN reset  No charge  

7.3  Reactivation of accounts  No charge  

7.4  Closure of Accounts  No charge  

7.5  Insurance Premium paid on behalf of 
customers  

Exact Premium (customer to choose from 
a list of at least 3 insurance companies to 
be recommended by the bank)  

7.6  Issuance of statement of account:     

7.6.1 Mandatory monthly issuance of 
statement of account on current and 
savings accounts.   
MFB and customer should agree on mode 
of transmission of statement (pick options 
from uniform account opening form)  

No charge 

7.6.2 Special request for statement of 
account (request in a manner other than 
agreed on mandatory issuance)  

Maximum of  N20 per page  

  

7.7  Business Visit  No charge  

7.8  Status enquiry at the request of customer 
(e.g. Confirmation Letter, Embassy Letter,  
Reference Letter, Letter of 
Indebtedness/Nonindebtedness etc.)  

N500 per request 

7.9  Verification of customers’ documents with 
Government  

   

   DESCRIPTION  RATE   
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Agencies:   

7.9.1    Search at Corporate Affairs 
Commission (CAC), land registry, Legal 
Search, etc.  

Cost recovery  

7.9.2    Obtaining Certified True  
Copy (CTC)  

Cost recovery  

7.9.3    Perfection of security for credit 
facilities, Deed of  
Assignment, Deed of Release etc.  

Cost recovery  

7.10  Issuance of withdrawal Booklet/Passbook  No charge   

7.11  Customized deposit booklet   Cost Recovery   

7.12  Over-the-counter cash withdrawals 
below the limit set by the CBN cash  
withdrawal/lodgment policy  

No charge 
7.13  Intra-bank cash  

Deposits/withdrawals within limits 
approved by the CBN  

No charge  

 7.14  Cost of Cheque Books:     

7.14.1 Cheque Books  Cost recovery   

7.14.2 Counter Cheque  N50  per leaflet  

 

PART 2 (B): PRIMARY MORTGAGE BANKS 

 

Section 1: Interest on Deposits 

   DESCRIPTION  RATE   

1.1  Current accounts (Mortgage 
focused)  

Negotiable  
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1.2  Savings accounts  Minimum of 30% of MPR p.a. (not applicable if a 
customer makes more than 4 withdrawals in a 
month)  

1.3  Term Deposit Accounts  Negotiable  

 
 

SECTION 2: INTEREST RATES AND LENDING FEES 

   DESCRIPTION  RATE   

2.1  Interest Rate on:     

2.1.1 NHF Loan  6% per annum as prescribed for NHF loans 
(No additional interest is allowed). Note that 
the 6% is shared as follows:  
Contributors: 2%  
FMBN: 2%  
PMB: 2%  

2.1.2 Real Estate Construction  
Finance 

Negotiable  

2.1.3 Mortgage Finance  Negotiable subject to a maximum of MPR + 5%  

2.2  Lending Fees     

2.2.1 Management fee1 
covering processing, appraisal, 
ancillary and other related fees 
on a new loan application 
(oneoff charge).  

Negotiable subject to maximum of 1% of the 
principal amount disbursed (one off charge).  

2.2.2 Facility Enhancement Fee  

Where this fee applies, 
management fee shall not 
apply  

Negotiable subject to maximum of 1% of the 
additional amount disbursed (one off charge).   
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2.2.3 Restructuring Fee  
(Restructuring at the instance 
of  
customer)  
  
Where restructuring fee 
applies, management fee shall 
not apply)  

Negotiable, subject to a maximum of 0.50% on the 
outstanding amount being restructured (one off 
charge).  

 
1 Management fee is Chargeable for all fresh requests and renewals of expired facilities. No charges for 

requests declined'  
 

   DESCRIPTION  RATE   

 2.2.4 Penal Rate for late 
repayment of loans2  

  

Maximum of 1% flat per month on unpaid amount 
in addition to charging current rate of interest on 
outstanding debt (without prejudice to the 
provisions of the Prudential Guidelines on the 
limitation of accruals)  

2.2.5 Commitment Fee: A fee 
charged by a financial 
institution for an  undisbursed 
facility in order to keep the line 
of credit open  

Negotiable, subject to a maximum of 1% of the 
undisbursed amount (one-off charge)  

2.2.6 Advisory/Consultancy fee  Negotiable (only applies where there is a written 
advisory/consultancy agreement between the 
bank and the customer)  

2.3  Credit Reference Reports3  Cost recovery   

2.4  Charges for Consortium Lending    

2.4.1 Agency Fee  Negotiable 

2.4.2 Management Fee  Negotiable subject to a maximum of 1% of 
principal amount  (one–off charge)'  

2.4.3 Commitment/Non-
Drawing  
Fee  

Negotiable subject to a maximum of 0.5% of the 
undisbursed amount  

2.4.4 Commission charges for 
underwriting services  

Negotiable  

2   Seven (7) days shall be allowed within which there will be no penal charge on late repayments.  
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3 This is applicable to only customer-induced credit reference reports. For loans granted, this cost would 
be part of the management fee and therefore, the customer should not be charged. For credits not 
granted as a result of negative credit report, full cost recovery should be borne by the customer.  

 

SECTION 3: CURRENT ACCOUNT MAINTENANCE FEE 

SECTION 4: ELECTRONIC BANKING 

   DESCRIPTION RATE   

4.1  Internet Banking:  

4.1.1  Hardware Token  Cost recovery subject to a maximum charge of 
N3,500  

4.1.2 Software Token – One Time  
Password (OTP)  

No charge. However, where the OTP is sent to the 
customer via SMS, a charge of not more than 
N4/SMS shall apply  
  

4.1.3 Hardware Token replacement  Cost recovery subject to a maximum of N3,500 
(Customer to bear cost only in the event of 
physical damage, loss of token or replacement 
after expiration)  

4.1.4 Bills Payment (Including Bills 
Payment through other Echannels)  

N100  

4.2  Electronic Funds Transfer:    

4.2.1 Below N10,000,000 N50 per transaction 
4.2.2 N10,000,000 and above  

   DESCRIPTION  RATE   

3.1  Current Account Maintenance 
Fee (CAMF):  

Applicable to current accounts 
ONLY in respect of customer 
induced debit transactions to 
third parties and debit 
transfers/lodgments to the 
customer’s account in another 
bank. Note that CAMF is not 
applicable to  Savings Accounts  

 Negotiable subject to a maximum of N1 per mille  
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4.2.3 RTGS  N550  
4.3  Naira Annual debit/credit Card 

Maintenance Fee  
N50 per month  

4.4  Credit Card Charges:     

4.4.1 Interest charges  Negotiable  

4.4.2 International withdrawals  
(per transaction)  

Exact cost by international acquirer (Cost 
Recovery)  

4.5  Debit Card Charges:     

4.5.1 Issuance Fee  N1,000 (one-off charge). The same charge 
applies irrespective of card type (i.e. regular or 
premium card)  

4.5.2 Replacement Fee (at  
customer’s instance for lost or  
damaged  cards)  

N1,000 (one-off charge). The same charge 
applies irrespective of card type (i.e. regular or 
premium card)  

4.5.3 Renewal Fee (upon expiry of 
existing cards)  

N1,000 (one-off charge). The same charge 
applies irrespective of card type (i.e. regular or 
premium card)  

   DESCRIPTION RATE   

 4.5.4 International withdrawals  
(per transaction)  

Exact cost by international acquirer (Cost 
Recovery)  

4.5.5 Prepaid card 
loading/unloading  

No charge  

4.6  ATM Transactions:     

4.6.1 On-us (withdrawal from issuing 
bank's ATM)  

No charge  

4.6.2 Not on-us (withdrawal from 
other bank's ATM)   

N65 after the third withdrawal within the same 
month  

4.7  Merchant Service Commission 
(MSC):  
General Merchant (Including 
Domestic, International travels and 
Entertainment)  

 Negotiable  
  
  

4.8  Bulk Payments (e.g. Salaries, 
Dividends etc.):  

Negotiable subject to a maximum of N50 per 
beneficiary payable by the sender  

4.9  Transaction Alert   
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4.9.1 Mandatory SMS alert.  

(Where a customer opts not to 
receive sms alert, the customer 
should indemnify the bank against 
any loss that may result from the 
customer’s decision not to receive 
sms alert).  

Not more N4/SMS. (Fees on alerts are restricted to 
only customer-induced transactions). All 
associated notifications relating to a particular 
transaction should be consolidated into a single 
SMS alert.  

4.9.2 Email notification  No charge  

4.10  PIN reissue  No charge  

4.11  PIN reset  No charge  

4.12  Use of Unstructured  
Supplementary Service Data  
(USSD)  

Cost recovery  

SECTION 5: MISCELLANEOUS  

   DESCRIPTION  RATE   

5.1  Reactivation of accounts  No charge  

5.2  Closure of Accounts  No charge  

5.3  Insurance Premium paid on behalf 
of customers  

Exact Premium 

(Customer to choose from a list of at least 3 
insurance companies to be recommended by the 
bank)  

5.4  Issuance of statement of account:     

5.4.1 Mandatory monthly issuance 
of statement of account on current 
and savings accounts.  
PMB and customer should agree on 
mode of transmission of statement 
(pick options from uniform account 
opening form)  

No charge 
5.4.2 Special request for statement 
of account (request in a manner 
other than agreed on mandatory 
issuance)  

Maximum of N50 per page  
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5.5  Reimbursement for business visit  No charge  

5.6  Status enquiry at the request of 
customer (e.g. Confirmation 
Letter, Embassy Letter,  
Reference Letter, Letter of 
Indebtedness/Nonindebtedness 
etc.)  

N500 per request.  

5.7  Verification of customers’ 
documents with Government 
Agencies:  

  

   DESCRIPTION  RATE   

 5.7.1 Search at Corporate Affairs 
Commission (CAC), land registry, 
Legal Search, etc.  

Cost recovery  

5.7.2   Obtaining Certified True  
Copy (CTC)  

Cost recovery  

5.7.3    Perfection of security for 
credit facilities, Deed of  
Assignment, Deed of Release etc.  

Cost recovery  

5.8  Issuance of withdrawal 
Booklet/Passbook  

Cost recovery  

5.9  Customized deposit booklet   Negotiable  

5.10  Over-the-counter cash withdrawals 
below the limit set by the CBN cash  
withdrawal/lodgment policy  No charge  

 

5.11   Intra-bank cash  
Deposits/withdrawals within CBN 
approved limits  

No charge  

5.12  Minimum amount for opening 
accounts  

Subject to the CBN three-tiered KYC requirements  

 5.13  Cost of Cheque Books:     

Cheque Books  Cost recovery   

Counter Cheque  N100 per leaflet  
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PART 2 (C): FINANCE COMPANIES 

Section 1: Interest on Borrowings 

 DESCRIPTION  RATE   

1.1  Borrowings   Negotiable  

Section 2: Interest Rates and Lending Fees 

   DESCRIPTION  RATE   
2.1  Interest Rate on Loans and  

Advances  
Negotiable 

2.2  Lending Fees     
2.2.1 Management fee1 
covering processing, appraisal, 
ancillary and other related fees 
on a new loan application (one 
off charge).  

Negotiable subject to maximum of 1% of the 
principal amount disbursed (one off charge).  

2.2.2 Facility Enhancement Fee  

(Where enhancement fee 
applies, management fee shall 
not apply)  

Negotiable subject to maximum of 1% of the 
additional amount disbursed (one off charge).  

2.2.3 Restructuring Fee (For 
restructuring at the instance of  
customer) 
  
Where restructuring fee applies, 
management fee shall not 
apply)  

Negotiable, subject to a maximum of 0.5% on the 
outstanding amount being restructured (one off 
charge). 

2.2.4 Penal Rate for late 
repayment of loans  

Maximum of 1% flat per month on unpaid amount in 
addition to charging current rate of interest on 
outstanding debt (without prejudice to the provisions 
of the Prudential Guidelines on the limitation of 
accruals)   

2.2.5 Commitment Fee  
  
  

Negotiable, subject to a maximum of 1% of the 
Undisbursed amount (one-off charge)  
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2.3  Advisory/Consultancy fee  Negotiable. The fee only applies where there is a 
written advisory/consultancy agreement between 
the finance company and the customer  

 
1 Management fee is chargeable on all fresh requests and renewals of expired facilities. 
No charges for requests declined  
 
   DESCRIPTION  RATE   

2.4  Credit Reference Reports2  Cost recovery   

2.5  Charges for Consortium Lending     

2.5.1 Agency Fee  Negotiable  

2.5.2 Management Fee  Negotiable subject to a maximum of 1% of principal 
amount  (one-off charge)  

2.5.3 Commitment/Non-Drawing  
Fee  

Negotiable subject to a maximum of 1% of the 
undisbursed amount  

2.5.4 Commission charges for 
underwriting services  

Negotiable  

This is applicable to only customer-induced credit reference reports. For loans granted, this cost would 
be part of the management fee and therefore, the customer should not be charged. For credits not 
granted as a result of negative credit report, full cost recovery should be borne by the customer.  

Section 3: Miscellaneous 

   DESCRIPTION  RATE   

3.1  Insurance Premium paid on 
behalf of customers  

Exact Premium   

(Customer to choose from a list of at least 3  
Insurance Companies to be recommended by the 
bank)  

3.2  Business visit  No charge  

3.3  

   

   

   

Verification of customers’ 
documents with Government 
Agencies:  

   

3.3.1 Search at Corporate 
Affairs Commission (CAC), land 
registry, Legal Search, etc. 

Cost recovery  
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3.3.2   Obtaining Certified True  
Copy (CTC)  

Cost recovery  

3.3.3    Perfection of security for 
credit facilities, Deed of  
Assignment, Deed of Release, 
etc.  

 
Cost recovery  
 

 

PART 3: MOBILE MONEY OPERATORS 

Section 1: Agent-Initiated Transactions 

   MOBILE PAYMENT  
TRANSACTION/REQUEST  

RATE   

1.1  Cash-in (Deposit into Mobile 
Money Operator Wallet)  

  

   1.1.1 On-Us Agent (borne by 
customer)  

N100  

   1.1.2 Off-Us Agent (borne by 
customer)  

Minimum of N50 subject to 1.5% of transaction value 
or N500, whichever is lower  

1.2  Intra-Scheme Money Transfer    

   1.2.1 Sending to Account Holder  Minimum of N50 subject to 1% of transaction value 
or N300, whichever is lower  

   1.2.2 Sending to Non-Account  
Holder  

Minimum of N50 subject to 1.5% of transaction value 
or N500, whichever is lower  

1.3  Inter-Scheme Money Transfer 
(from one mobile money 
operator to another mobile  
money operator or financial 
institution)  

Minimum of N50 subject to 1.5% of transaction value 
or N500, whichever is lower 

1.4  Bill Payment  N100  

1.5  Cash-out  No charge  

1.6  Account Opening  No charge  

1.7  BVN Verification Cost recovery  
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Section 2: Self-Service, Customer Initiated Transactions  

  MOBILE PAYMENT CUSTOMER 
TRANSACTION/REQUEST  

RATE   

2.1  

   

Cash-in (Deposit into MPO 
Wallet)  

Customer Initiated Direct Debit 
from Bank Account   

N20  

2.2  Intra-Scheme Money Transfer     

   2.2.1 To Account Holder  N100 

   2.2.2 To Non-Account Holder  Minimum of N50 subject to 1.5% of transaction 
value or N500, whichever is lower  

2.3  Inter-Scheme Money Transfer 
(from one mobile money 
operator to another mobile  
money operator or financial 
institution)  

N100  

2.4  Bill Payment  N100  

2.5  Cash-out (to be borne by 
sender)  

Minimum of N50 subject to 1% of transaction 
value or N500, whichever is lower  

2.6  Account Opening   No charge  

2.7  

     

Bulk Payments  

2.7.1 To Account Holder  Minimum of N100 subject to 1% of transaction 
value or N300, whichever is lower  

2.7.2 To Non-Account Holder  Minimum of N150 subject to 1% of transaction 
value or N500, whichever is lower  
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Section 3: Other Transactions 

  MOBILE PAYMENT CUSTOMER 
TRANSACTION/REQUEST  

RATE   

3.1 Hardware Token  N3,500 (one- off)  

3.2 Software Token  No charge.   

However, where the OTP is sent to the customer 
via  
SMS, a charge of not more than N4/SMS shall 
apply  

3.3 Mobile Payment Card Issuance 
fee  

N1,000 

3.4 Mobile Payment Card Renewal 
fee   

(upon expiry of existing card)  

N1,000 

3.5 Mobile Payment Card  
Replacement fee   
(at customer’s instance for lost 
or damaged cards)  

N1,000 

3.6 SMS Alerts  Cost recovery  

3.7 PIN reissue  No charge  

3.8 PIN reset  No charge  

3.9 Use of Unstructured  
Supplementary Service Data  
(USSD)  

Cost recovery  

3.10  Monthly issuance of statement 
of account  

No charge  

3.11  Special request for statement of 
account  

N200  
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PART 4 – GLOSSARY 
TERMS  DEFINITION  

Advance Payment  
Guarantee 

An irrevocable commitment by a bank on behalf of its customer 
to secure upfront payments made to the customer by a third 
party or principal for a contract awarded to the customer in line 
with the terms of the contract.  

Advising Commission   This is a commission earned by a bank for verifying the 
authenticity of a letter of credit and for delivering same to the 
beneficiary. Usually, the bank that performs this function is based 
in the exporter’s country and is called the Advising bank.  

Advisory/Consultancy 
fees  

Fees charged by financial institutions where there is an 
agreement for advisory/consultancy services.  

Agency Fee  Money paid to a member of the syndicate in a 
consortium/syndicated lending arrangement for acting as agent 
of other members of the syndicate.  

Amendment Fee  Fee charged for modifying the terms of a letter of credit/Form M 
at the instance of the applicant 

Bank Guarantee  An irrevocable undertaking of a bank that the liabilities of a 
debtor (e.g. the bank’s customer) would be met.  

Bankers’ Acceptance 
(BA)  

BA is a promissory note which is drawn on and accepted by a 
bank. It specifies the amount, the date, and the person to which 
the payment is to be made.  

Bid bond/Tender 
Security/Bid  
Security  

This is a guarantee issued by a third party, usually a bank, to a 
principal (the client) on behalf of a contractor (a bank’s 
customer) that the contractor has the financial capacity to 
execute the contract.  

Bills for Collection   A payment mode for International Trade where transaction 
documents are sent by the seller’s bank to the buyer’s bank 
against which payment or acceptance are made by the buyer, 
before shipping documents are released. In a Bill for Collection 
Against Acceptance, a bank releases document to the buyer on 
acceptance of the bills of exchange/draft while in a Bill for 
Collection against Payment, the bank releases documents to the 
buyer upon payment.  

Bills Payment   A process of e-banking used by financial institutions to collect 
payments for utilities (such as public utility, cable subscriptions, 
etc.) on behalf of their customers. 

Bulk payment   This involves payment to multiple beneficiaries.  
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Card Issuance fee   Fee charged by bank for issuance of a plastic payment card 
(such as debit/credit prepaid cards) that allows a cardholder 
access to his/her bank account.  

Cheque   A negotiable instrument drawn on a bank to pay a specific 
amount of money to a named beneficiary upon demand or 
specified date.  
Examples include Bills of exchange, drafts etc.  

Collection  Charge 
Cheques  

on  Fee charged by a bank for collection of proceeds of foreign 
cheques on behalf of their customers.  

Commercial Papers  A commercial Paper is a short term debt financing instrument 
issued by a company which can be readily traded. Such 
instruments may or may not carry a bank’s guarantee.  

Commitment Fees  A fee charged by a financial institution for an unused credit line 
in order to keep the line of credit open. 

Commission on 
Confirmation of LC  

This is a commission charged by a bank for verifying the 
authenticity of an LC and for adding its name to the LC. 
Confirmation is normally added at the request of the Issuing 
Bank.  

Confirming Bank  It is the bank that adds its confirmation to a credit upon the 
issuing bank's authorization or request  

Consortium Lending  Consortium lending is a type of financing arrangement in which 
two or more banks come together to jointly finance a single 
borrower.  

Contingent Liability  A contingent liability is an obligation that may arise upon the 
occurrence of specified condition(s) as indicated in a contract.  

Counter Cheque  This is a blank cheque provided to a customer whose cheque is 
not available at the point of withdrawal from the current 
account.  

Credit Reference 
Report  

A credit reference report provides a snapshot of a borrower’s 
credit accounts and repayment record. It is generally used to 
determine the creditworthiness of the borrower.  

Current Account 
Maintenance Fee 
(CAMF) 

This is a monthly fee chargeable on current accounts based on 
the level of customer-induced debit transactions that occurred in 
the account during the month.   

This fee is not applicable to all bank-induced debits and 
customer-induced transfers to other accounts in the same name 
and in the same bank.  

Discountable Instruments   These are money market instruments that are issued at less than 
their face value and are redeemed at their   face value upon 
maturity.  
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Domiciliary Account  Domiciliary Account is a bank account denominated in foreign 
currency and can be current or savings account.  

Equipment Leasing   An arrangement through which the owner of an equipment 
(lessor, e.g. a bank) conveys the right to use the equipment to 
another party (the lessee, e.g. a bank’s customer) for a specified 
period of time (the lease term) and for specified periodic 
payments (lease rental).  

Establishment 
Commission A commission charged by a bank for initiating a letter of credit on 

behalf of a customer. 
Facility Enhancement 
Fee  

This is a fee charged where there is an agreement for additional 
amount to be extended to a customer within the same tenor as 
an existing facility.  

Facility Restructuring fee   Facility Restructuring Fee is a fee charged where there is an 
agreement to change the terms and conditions of an existing 
facility. This will usually apply when there is need to renegotiate a 
facility.  

FPRD   Financial Policy and Regulation Department – A department in 
the CBN.  

Indemnities   An undertaking given to compensate for (or to provide 
protection against) loss, incurred penalty or from a contingent 
liability.  

Letter of Credit   A written undertaking by a bank on behalf of the importer (buyer) 
to pay specified sum in specified currency, provided the exporter 
(seller) meets specified condition and submit the prescribed 
documents within a fixed timeframe.  

Letters of Credit Expiry 
Date  

The last day the beneficiary of a letter of credit (usually the 
exporter) should fulfil the terms of the credit, failing which (and in 
the absence of an extension or renewal) the letter of credit 
becomes invalid.  

Management Fee  This is a fee charged by a bank for processing an application for 
a facility and for the general administration of the facility over its 
lifetime. It is chargeable only once in the life of a facility.   

MPR (Monetary Policy 
Rate)  

This is the policy rate set by the Monetary Policy Committee to 
anchor interest rate direction in the economy.  

Negotiable  This refers to a rate that is open to discussion between a financial 
institution and its customer.  

Negotiation of 
Documents 

Negotiation means the giving of value for draft(s) and/or 
document(s) by the bank authorized to negotiate. Mere 
examination of the documents without giving value does not 
constitute a negotiation.  
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NHF Loan  National Housing Fund Loan.  

One-Off  This refers to fees/obligations that are non-recurring i.e. payable 
only once during the tenor of a facility.  

OD (Overdraft)   This is a loan arrangement where a bank allows a current account 
customer to make withdrawals above the balance in the 
account up  

Past Due  Bill or loan that has not been paid on the maturity date/due date.  

Penal Rate  This is the interest rate that financial institutions charge customers 
for failing to make payments on loans and advances as at when 
due. It is charged in addition to the agreed interest rate(s).  

Perfection of Security  This is the process of registering a financial institution’s interest in 
an asset held as collateral with the appropriate statutory authority 
so that it is made legally enforceable in the event of default.  

Performance Bond   

  

This is a guarantee issued by a third party, usually a bank, to a 
principal (the client) on behalf of a contractor (a bank’s 
customer) against failure of the contractor to meet obligations 
specified in the contract.  

Revalidation of 
Documents  

Official approval or confirmation of a document after a change 
has been effected on the same document.  

Sight bill This is a bill of exchange which is payable on presentation to the 
drawee i.e. on demand.  

SWIFT  Society for Worldwide Interbank Financial Telecommunication 
(SWIFT) provides a network to allow financial and non-financial 
institutions (e.g. corporates) to transfer financial transactions 
through a 'financial message'  

Third Party Cheque 
Indemnities  

A written undertaking by a third party (such as a bank), on behalf 
of one of the parties (the first party) to a transaction or contract, 
to cover the other party (the second party) against specific loss 
or damage arising from dishonouring the cheque of the first party.  

Usance Bill  

   

This is a bill of exchange which allows the drawee have a period 
of credit. The term can begin from the date of the bill of lading or 
from the date of acceptance by the drawee and is stated in days 
or months.  
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PART 5 - MINIMUM DISCLOSURE REQUIREMENTS IN OFFER LETTERS 
FOR CREDIT FACILITIES/LOANS GENERAL REQUIREMENTS  

S/N      

1  Name of borrower  This includes the name of the borrower.  

2  Contact details of the borrower  This should clearly state the address (location), 
telephone number, email, etc. of the borrower.  

3  Credit type  This states the type of facility approved for the 
borrower.  

4 Purpose of the credit This states the reason for which the facility is 
granted.  

5  Amount   This is the amount approved for the facility.   

6  Collateral  The bank should disclose the asset pledged by 
the borrower as security for the facility (e.g. 
shares, landed property, cash, etc.).  

7  Loan tenor  This spells out the approved duration for the 
facility. 

8  Interest rate  This is the annual interest rate to be charged by 
the bank on the amount outstanding 
(except for overdrafts).   

9  Variable rate information  This should clearly state the possibility of changes 
in rates in line with money market conditions. It 
should include notification and time lines for 
concurrence by customers to the changes. The 
new rates (both increase and decrease) can 
only apply 10 days after the notification. The 
variable rate information should also outline the 
bank’s responsibilities in the event of such 
movements in rates.  

10  Fees and commissions   The fees and commissions are as contained in 
the Guide. These should be stated in percentage 
and Naira terms.   

11  Repayment terms  This should state the frequency (i.e. monthly, 
quarterly, bullet etc.) of repayment of principal 
and interest on outstanding balance.  
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   It should also state the date on which the 
repayments fall due.  

12  Repayment schedule    The bank should provide in details, the periodic 
amounts to be repaid by the borrower within the 
tenor of the facility.  

13  Early Liquidation Terms   This includes all information the borrower needs 
to know, including rights/obligations, or 
penalties, in the event of liquidation of the 
facility, before the expiry date, in line with Guide.   

14  Late repayment    This should detail all penalties that will be borne 
by the borrower in the event of default, in line 
with the Guide.  

15  Grace period   a. Seven (7) days shall be allowed within 
which there will be no penal charge on 
late repayments.   

b. Seven (7) days from the date of 
execution, shall be allowed within which 
loan contracts can be rescinded.   

16  Insurance 
 requirements 
applicable)  

(where  The bank is expected to disclose the nature of 
insurance policy required for the facility.  

17  Conditions  precedent 
drawdown  

to  This details all requirements which must be 
fulfilled by the borrower before drawdown on 
the facility. Such information includes the 
submission of Insurance documents, receipt by 
the bank of collateral documentation, 
execution of loan offer letter, etc.  

  

CONSUMER LOANS  

This encompasses the various types of loans given to individuals either to finance the 
acquisition of an asset or to execute personal projects. Some of these loans are 
unsecured and are based on the borrower’s ability to repay.   

(a) Unsecured personal loans;  
(b) Secured personal loans;  
(c) Computer loans;  
(d) Auto loans;  
(e) Other forms of bridging finance availed to borrowers.  
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S/N  DISCLOSURE REQUIREMENT    

1 Name and address of creditor This includes the name, address and day-time 
contact details of the borrower.  

2  Item financed  This states the consumer good(s) to which the 
bank is financing. 

3  Itemization of amount financed   

This gives a breakdown of the item(s) being  
4 Annual percentage rate (APR)  This is the interest rate which will be charged by the 

bank on the amount disbursed. 

5  Variable rate information  This should clearly state the possibility of increase 
in rates in line with money market conditions. It 
should also outline the bank’s responsibilities in the 
event of a movement in rates, including the 
means and timing of its notification to the 
customer.  

6  Payment schedule  The bank should also disclose with details, all 
necessary repayment information including the 
monthly, quarterly or other repayment sums as was 
agreed with the borrower.  

7  Prepayment Terms  This includes all information the borrower needs to 
know during the consummation of the facility, 
such as the customer’s rights (and penalties) in the 
event of his decision to pay off the facility before 
its expiration, etc.  

8  Late payment policy   This should detail all penalties that will be suffered 
by the borrower in the event of default.   
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MORTGAGE LOANS 

S/N  DISCLOSURE REQUIREMENT    

1  Name and address of creditor  This includes the name, address and day-time 
contact details of the borrower.  

2  Description of the property 
financed  

This should describe location and other features of 
property being financed by the bank.   

3  Itemization of amount financed   This gives a breakdown of the item(s) being 
financed.  

4  Annual percentage rate (APR)   This is the interest rate which will be charged by the 
bank on the amount disbursed.  

5  Variable rate information  This should clearly state the possibility of increase in 
rates in line with money market conditions. It 
should also outline the bank’s responsibilities in the 
event of a movement in rates, including the means 
and timing of its notification to the customer.  

6  Payment schedule  The bank should also disclose with details, all 
necessary repayment information including the 
monthly, quarterly or other repayment sums as was 
agreed with the borrower 

9  Collateral  The bank will be required to disclose the property, 
goods, shares and/or other assets pledged by the 
borrower as security for the facility.  

10  Insurance requirements (where 
applicable)  

The bank is expected to disclose the nature of 
insurance policy required for the facility.  

11  Repayment terms  This includes all information the borrower needs to 
know before the consummation of the facility, 
which includes information such as the bank’s right 
to call in the facility (in the event of certain 
occurrences), etc.  

12  Loan tenor  This spells out the approved duration for the 
facility.  

13  Conditions precedent to 
drawdown 

This details all requirements which must be fulfilled 
by the borrower before drawdown on the facility. 
Such information includes the submission of 
Insurance documents, perfection of collateral 
documentation, etc.  
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7  Prepayment Terms  This includes all information the borrower needs to 
know during the consummation of the facility, such 
as the customer’s rights (and penalties) in the 
event of his decision to pay off the facility before 
its expiration, etc.  

8  Late payment policy   This should detail all penalties that will be suffered 
by the borrower in the event of default.  

9  Collateral  Usually, the security for the loan is the property 
being financed.  

10  Insurance requirements (where 
applicable)  

The bank is expected to disclose the nature of 
insurance policy required for the facility.  

11  Repayment terms   This includes all information the borrower needs to 
know before the consummation of the facility, 
which includes information such as the bank’s  

  right to call in the facility (in the event of certain 
occurrences), etc. 

12  Loan tenure  This spells out the approved duration for the facility.  

13  Conditions precedent to 
drawdown  

This details all requirements which must be fulfilled 
by the borrower before drawdown on the facility. 
Such information includes the submission of 
Insurance documents, perfection of collateral 
documentation, etc.  

OVERDRAFTS 

S/N  DISCLOSURE REQUIREMENT    

1  Name and address of creditor  This includes the name, address and day-time 
contact details of the borrower.  

2  Reason for the loan  This should describe the customer’s needs which 
the overdraft is aimed to finance.  

3  Overdraft limits  The limits on the OD line should be clearly stated.  

4  Annual percentage rate (APR)   This is the interest rate which will be charged by 
the bank on the amount disbursed.  
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5  Variable rate information  This should clearly state the possibility of increase 
in rates in line with money market conditions. It 
should also outline the bank’s responsibilities in 
the event of a movement in rates, including the 
means and timing of its notification to the 
customer.  

6  Late payment policy   This should detail all penalties that will be suffered 
by the borrower in the event of default.  

7  Collateral  Usually, the security for the loan should be clearly 
stated.  

8  Insurance requirements (where 
applicable)  

The bank is expected to disclose the nature of 
insurance policy required for the facility.  

9  Repayment terms   This includes all information the borrower needs 
to know before the consummation of the facility, 
which includes information such as the bank’s 
right to call in the facility (in the event of certain 
occurrences), etc.  

10  Loan tenure   This spells out the approved duration for the 
facility.  

MINIMUM DISCLOSURE REQUIREMENTS FOR CONTINGENT LIABILITIES  

PRODUCTS  DISCLOSURE REQUIREMENTS  
Bid Bond  

  

  

  

- Bank should issue offer letter stating all terms 
and conditions;  

- Where customer provides cash – Place in an 
investment account at an agreed rate;  

- Where bank provides funds – Parties should 
agree on a rate and other transaction 
dynamics  

Performance Bond  - Issue offer letter stating all terms and 
conditions, based on risk assessment  

Advance Payment Guarantee  

  

- Issue offer letter stating all terms and 
conditions, specifically utilization of proceeds 
to be received;  

- Appointment of quantity surveyor/expert  
Bank Guarantee 

  

lLetter stating all terms and most importantly 
when risk  
- Where customer provides cash – Place in an 

investment account at an agreed rate.  
Indemnities  - Issue offer letter stating all terms and 

conditions and specify when risk crystallizes.  
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GUIDELINES ON THE REGULATION AND SUPERVISION OF NON-INTEREST (ISLAMIC) 
MICROFINANCE BANKS IN NIGERIA 

1.0 INTRODUCTION  

The role of Microfinance Banks (MFBs) in poverty reduction, increased access 
to financial services, contribution to financial stability and economic 
development have been established in Nigeria and around the globe. Beyond 
making credit facilities available to Micro, Small and Medium Enterprises 
(MSMEs) and the promotion of savings culture, MFBs also serve as veritable 
means of employment generation and enhancing financial inclusion. 

Since 2005 when the Central Bank of Nigeria (CBN) issued the first Regulatory 
and Supervisory Framework for Microfinance Banks (MFBs) in Nigeria (revised in 
2013), a number of MFBs were established across all states in Nigeria and the 
Federal Capital Territory (FCT) and have continued to thrive and cater for the 
economically active poor in the country.

However, despite the increased number of MFBs in Nigeria, a large 
percentage of Nigerians still lack access to financial services. This could be 
attributed to high cost of transactions, abhorrence of Interest and apathy to 
unethical investment by a significant part of the populace. It is in the light of 
these and other reasons, that the development of this Guidelines becomes 
imperative. 

The Guidelines is aimed at among other things, offering the public an 
alternative system of micro finance banking that operates based on the 
concept of profit and loss sharing rather than charging of interest. It is 
expected that the introduction of this concept would engender broader and 
healthier competition among MFBs which may in the long run reduce the cost 
of doing business. 

Furthermore, the introduction of the new banking model by the CBN (Central 
Bank of Nigeria Regulation on the Scope of Banking Activities and Ancillary 
Matters No. 3, 2010); the release of the Guidelines for the Regulation and 
Supervision of Institutions Offering Non-Interest Financial Services in Nigeria in 
2011 and the licensing of some Non-Interest Financial Institutions (NIFIs) further 
necessitated the need to develop and issue an operating guidelines for Non-
interest Microfinance Banks (NIMFB) especially given the increasing number of 
requests from promoters interested in setting up such banks. 
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It is expected that the introduction of non-interest microfinance banking 
services will enhance financial inclusion by bringing to the formal sector, 
individuals, communities and corporations that were not captured by the 
conventional Microfinance Banks (MFBs). It will equally assist the economically 
active poor that patronize these institutions in alleviating poverty in a 
sustainable way that will in the long run reduce their vulnerabilities, improve 
their earning capacity and general wellbeing. 

Accordingly, this Guidelines is applicable to Non-Interest Micro Finance Banks 
(NIMFBs) operating under the principles of Islamic Commercial Jurisprudence, 
one of the categories of Non-Interest Financial Institutions (NIFIs) under the 
Central Bank of Nigeria “Guidelines for the Regulation and Supervision of 
Institutions Offering Noninterest Financial Services in Nigeria, June 2011”. 

1.1 OBJECTIVE 

The objective of this Guidelines is to provide the minimum standards for the 
operation of NIMFBs in Nigeria and is applicable to NIMFBs only. 
 
1.2   LEGAL FRAMEWORK  

This Supervisory and Regulatory Guidelines is issued by the Central Bank of 
Nigeria (CBN) pursuant to the powers conferred on it by the provisions of 
Section 33 (1) (b) of the CBN Act 2007; Sections 23(1); 55(2); 59(1)(a); 61 of  
Banks and Other Financial Institutions Act (BOFIA) 1991 (as amended) and 
Section 4(1)(c) of the “Regulation on the Scope of Banking Activities and 
Ancillary Matters, No. 3, 2010”. It shall be read together with the provisions of 
other relevant sections of BOFIA 1991 (as amended), the CBN Act 2007, 
Companies and Allied Matters Act (CAMA) 1990 (as amended) and 
circulars/guidelines issued by the CBN from time to time. 

1.3 DEFINITION OF TERMS 

a. Non-Interest (Islamic) Financial Institution (NIFI) 

A Non-interest (Islamic) Financial Institution (NIFI) means a bank or Other 
Financial Institution (OFI) under the purview of the Central Bank of Nigeria 
(CBN) which transacts banking business, engages in trading, investment and 
commercial activities and also provides financial products and services in 
accordance with the principles of Islamic Commercial Jurisprudence.  

A Non-Interest (Islamic) Microfinance Bank (NIMFB) therefore means any 
Microfinance Bank licenced by the CBN to undertake the business of providing 
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financial services, engages in trading, investment and commercial activities 
and also provides financial products and services as specified in Section 2 of 
this Guidelines. 

b. NIMFB Target Clients  

A NIMFB target clients shall include the economically active low-income 
earners, low income households, the un-banked and under-served people 
such as: physically challenged; youths; micro-entrepreneurs; informal sector 
operators; subsistence farmers in urban and rural areas. 

c. Micro-Enterprise  

A microenterprise is a business that operates with very small start-up capital. 
The management is often built around the sole owner or micro-entrepreneur. 
It provides employment for a few people mainly the immediate family 
members and does not often require formal registration to commence 
operation.  
The management and accounting requirements are very simple and flexible. 
Generally, most micro-entrepreneurs work informally, without business licences 
or formal records of their activities. The scope of economic activities of 
microenterprises typically includes primary production and crafts, value added 
processing, distributive trades and diverse services.  

d. Micro Financing  

Micro financing is the provision of broad range of financial and non-financial 
services to low-income clients such as the operators of micro-enterprises, 
peasant farmers, artisans, fishermen, youths, women, retirees etc. in the formal 
and informal sectors. The financing are usually unsecured, but typically 
granted on the basis of the applicant’s character and the combined cash flow 
of the business and household.  

The tenure of micro financing is usually within 180 days (6 months). Tenures 
longer than six (6) months would be treated as special cases. In the case of 
agriculture, or projects with longer gestation period, however, a maximum 
tenure of twelve (12) months is permissible and in housing microfinance, a 
longer tenure of twenty-four (24) months is permissible.  

The maximum principal amount of any financing granted by NIMFBs shall not 
exceed N500,000, or one (1) per cent of the shareholders fund (SHF) 
unimpaired by losses and/or as may be reviewed from time to time by the CBN. 
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Micro financing may also require joint and several guarantees of one or more 
persons. The repayment may be on a daily, weekly, bi-monthly, monthly basis 
or in accordance with amortization schedule in the financing contract. 

e. Free Funds 

Free funds are calculated as the Shareholders’ Funds unimpaired by losses 
minus net fixed assets and non-current investment (including cost of 
establishing the new outlet). 

f. Related Party 

A related party is an individual or group of individuals that is related in some 
ways to any of the Directors and Management staff of a NIMFB. This could 
include a family member, relative, shareholder, related company or proxy or 
associates. 

g. Specialized Insured Institutions Department (SIID) 

This refers to the Specialized Insured Institutions Department (SIID) of the Nigeria 
Deposit Insurance Corporation (NDIC). 

h. Riba

This is any excess amount, value or benefit in any form over and above the 
principal which is without due counter consideration. Charging or paying of 
interest is an example of riba. 

i. Musharaka 

This is a kind of partnership contract in which the partners agree to contribute 
capital to an enterprise, whether existing or new. Profits generated by that 
enterprise are shared in accordance with the percentage specified in the 
musharaka contract, while losses are shared in proportion to each partner’s 
share of capital. 

j. Mudaraba 

This is a kind of partnership where one partner provides capital to a second 
partner for investing in a commercial enterprise. The investment comes from 
the first partner called rabbul maal while the management is carried out by 
the second partner called the mudarib. Profit is shared according to pre 
agreed sharing ratio while loss is borne by the fund provider (rabbul maal) 
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except in the case of proven negligence, misconduct or breach of contract 
by the manager (mudarib). 

k. Murabaha 

This means a sale contract whereby the institution sells to a customer a 
specified asset, in which the selling price is the sum of the cost price and an 
agreed profit margin. The sale contract is usually preceded by a promise to 
purchase from the customer. 

l. Istisna 

This is the sale of a specified asset, with an obligation on the part of the seller 
to manufacture/construct it using his own materials and to deliver it on a 
specific date in return for a specific price to be paid in one lump sum or 
installments. 

m. Ijara 

This is a leasing contract between a lessor who owns an asset and a lessee who 
needs to use the asset but cannot afford to buy same or does not want to own 
it. The lessee pays the lessor rentals for the use of the asset. The amount of rental 
and period of the rent must be agreed at the beginning of the contract by the 
parties. Ownership of the asset remains with the lessor throughout the period 
of the lease and seeks to recover the capital cost of the equipment plus a 
profit margin out of the lease rentals receivable during the period of the lease. 

n. Advisory Committee Of Experts (ACE) 

The Advisory Committee of Experts (ACE) globally known as Shari’ah Board is 
part of the Governance structure of NIFIs. It comprises of individuals 
knowledgeable in the field of Islamic Commercial Jurisprudence (Fiqh al 
Muamalat) who advice the NIFI on its operations to ensure compliance with 
the principles underpinning its operations. 

o. Financial Regulation Advisory Council Of Experts (FRACE)  

FRACE is the central advisory regulatory body set up by the Central Bank of 
Nigeria comprising of individuals knowledgeable in the field of Islamic 
Commercial Jurisprudence to provide the following roles among others: 
• Give expert opinion and assistance on non-interest non-interest (Islamic) 

banking and finance matters referred to it by the CBN; 
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• Endorse and validate application documents for new products and 
services, advert materials etc. from NIFIs to ensure that they comply with 
the provisions of Islamic commercial Jurisprudence; 

• Resolve disputes arising between board of directors and the ACE of NIFIs, 
etc. 

p. Profit Equalization Reserve (PER) 

Is a reserve created by appropriating money out of the profits earned on the 
comingled pool of assets before the allocation to NIFI (as Mudarib) and the 
PSIAHs (as the Rabbul Mal). It is used to smoothen profit payout to Profit Sharing 
Investment Account Holders (PSIAHs) during period of low returns from the 
assets financed by PSIAHs deposit. 

q. Investment Risk Reserve (IRR)  

The amount appropriated by a NIFI out of the Mudaraba profits, before 
allocating the Muḍarib’s share of profit, in order to maintain a certain level of 
return on investment for unrestricted investment account holders. 

 
2.0 PERMISSIBLE AND NON PERMISSIBLE ACTIVITIES  

2.1 Permissible Activities 

A NIMFB shall be allowed to engage in the provision of such products and 
services that are permissible for MFBs operating in Nigeria provided they 
comply with the principles under this model and are approved by the CBN. It 
shall use only such products and services after obtaining the approval of its 
Advisory Committee of Experts (ACE) and the CBN.  

2.2 Non Permissible Activities 

A NIMFB shall not engage in any business operation involving any of the 
following:  

• Riba (interest); 
• Uncertainty or ambiguity relating to the subject matter,  terms and 

conditions  of a contract; 
• Gambling;
• Speculation,  such as short selling, and other derivatives not compliant 

with the principles underpinning the operations of NIFIs; 
• Unjust enrichment; 
• Exploitation/unfair trade practices; 
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• Dealings in pork, alcohol, intoxicants, arms & ammunition, pornography 
and; 

• Other transactions, products and services, which are not compliant with 
the principles of Islamic commercial jurisprudence. 

In addition to the above, NIMFBs are also not allowed to engage in the 
following activities: 

i. Acceptance of public sector (government) deposits except for the 
provision of payment services such as salary, gratuity, pension for 
employees of the various tiers of government, disbursement of financing 
programme by government agencies, groups and individuals for 
poverty alleviation on nonrecourse basis provided it is in compliant with 
the provisions of the principles underpinning this model; 

ii. Foreign exchange transactions; 
iii. International commercial papers; 
iv. International corporate finance; 
v. International electronic funds transfer; 
vi. Clearing house activities except collection of money or proceeds of 

banking instruments on behalf of their customers including clearing of 
cheques through correspondent banks; 

vii. Collection of third party cheques and other instruments for the purpose 
of clearing through correspondent banks; 

viii. Leasing, renting, and sale/purchase of any kind with its directors, officers, 
employees or persons who either individually or in concert with their 
family members and beneficiaries own five per cent (5%) or more of the 
equity of the NIMFB, without the prior approval in writing of the CBN; and 

ix. Dealing in land for speculative purposes 
 

3.0 OWNERSHIP AND LICENSING REQUIREMENTS  

3.1 Ownership Requirements 

i. A NIMFB may be established by individuals, group of individuals, 
community development associations, private corporate entities, 
foreign investors as well as local and state governments. 

ii. No individual, group of individuals, their proxies or corporate entities 
and/or their subsidiaries shall own controlling interest in more than one 
NIMFB, except as approved by the CBN. 

iii. A financial holding company that intends to set up any category of 
NIMFB as a subsidiary shall be required to meet the prescribed capital 
and other requirements stipulated in this Guidelines.   
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iv. iv. Government participation in the establishment/ownership of NIMFBs 
shall be structured according to the following models: 

a. Fully-Owned Government Model 

In this model, the State or Local Government (LG) is allowed to 
establish either a State or Unit NIMFB and own one hundred percent 
(100%) of the equity of the NIMFB. The State or LG shall progressively 
divest its interest to private investors within a maximum period of five 
(5) years. 

b. Public Private Partnership (PPP) Model 

Under this model, State Government could collaborate with private 
sector entities to set up State NIMFBs, but shall progressively divest its 
interest within a maximum period of five (5) years. The management 
and governance of the NIMFB shall be private sector led. The 
maximum shareholding ratio for the government shall be 60% and the 
contribution of public/government shall be valued at an agreed 
valuation method subject to CBN approval. 

c. Government-Supported Co-operative Model 

A State Government may support a cooperative society already 
operating in its area to set up a Unit NIMFB with the understanding 
that, in the course of operations, the members of the society, through 
personal savings or accumulated profits, will progressively repay the 
Government’s investment and thus become full owners of the bank 
within a maximum period of five (5) years. The State Government and 
the cooperative society shall have 75:25 maximum shareholding ratio 
in this model. The NIMFB shall be run professionally by the private 
sector and all facilities and infrastructure provided by the 
government shall be valued and capitalized. 

3.2 LICENSING REQUIREMENTS  

3.2.1 Categorization 

There shall be three (3) categories of NIMFBs: 

Category 1: Unit NIMFB 

A Unit NIMFB is authorized to operate in one location. It shall be required to 
have a minimum paid-up capital of N20 million (twenty million Naira) and is 
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allowed to have only one branch outside the head office within the same 
Local Government Area subject to availability of free funds of at least N20 
million and compliance with the prescribed minimum prudential requirements. 

Category 2: State NIMFB 

A State NIMFB is authorized to operate in one State or the Federal Capital 
Territory (FCT). It shall be required to have a minimum paid-up capital of N100 
million (one hundred million Naira) and is allowed to open branches within the 
same State or the FCT, subject to the availability of free funds and the prior 
approval of the CBN for each new branch or cash centre. 

Category 3: National NIMFB 

A National NIMFB is authorized to operate in all the states of the federation 
including the FCT. It shall be required to have a minimum paid-up capital of N2 
billion (two billion Naira), and is allowed to open branches in all States of the 
Federation and the FCT, subject to the availability of free funds and the prior 
approval of the CBN for each new branch or cash centre. 
The prescribed minimum capital requirement for each category of NIMFB may 
be reviewed from time to time by the Central Bank of Nigeria. 

3.2.2 Transformation Path  

a. A Unit NIMFB that intends to transform to a State NIMFB shall be required to 
surrender its licence and obtain a State NIMFB licence, subject to fulfilling 
the stipulated licensing requirements as provided in Section 3.2 of this 
Guidelines. 
A State NIMFB that intends to transform to a National NIMFB must have at 
least five (5) branches which are spread across the Local Government 
Areas in the State of its original operation. This is to ensure that the State 
NIMFB has gained the experience necessary to manage a National NIMFB. 
It shall also be required to surrender its State NIMFB licence and fulfill other 
stipulated licensing requirements as provided in Section 3.2 of this 
Guidelines. 

b. No new promoter(s) shall be allowed to apply for a National NIMFB licence, 
that is, a National NIMFB shall emerge through organic growth from a State 
NIMFB. 

3.2.3 Licensing Documentation Requirements 

1. Promoter(s) seeking a licence for NIMFB business in Nigeria shall apply in 
writing to the Governor of the Central Bank of Nigeria. The application shall 
indicate which of the three (3) categories of licences is being applied for. 
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2. Such application shall be accompanied with the following: 
a. Evidence of payment of non-refundable application fee of N50,000, 

N100,000 and N250,000 for Unit, State and National NIMFBs respectively 
in bank drafts or by e-payment, in favour of the Central Bank of Nigeria; 

b. The deposit of the minimum capital requirement for the relevant 
category of NIMFB, which shall be made through e-payment into the 
CBN Non-interest Share Capital Deposit Account. The capital thus 
deposited together with the realized income (if any) shall be released to 
the promoters after the grant of a final licence; 

c. Evidence of name availability reserved with the Corporate Affairs 
Commission (CAC); 

d. Satisfactory, verifiable and acceptable evidence of payment by the 
proposed shareholders of the minimum capital requirement for the 
category of licence being applied for; including personal statement that 
the capital does not originate from bank credit, any form of credit, 
questionable sources and any illicit activity such as money laundering; 
proceeds from terrorism etc. 

e. Certificate of capital importation issued by an authorized dealer in the 
case of foreign capital; 

f. Bank Verification Number (BVN) of all directors and shareholders (for 
individual shareholders), tax clearance and three (3) years audited 
financial statements for corporate investors; 

g. A copy of detailed feasibility report disclosing relevant information that 
shall include: 
i. The aims and objectives of the proposed NIMFB which shall be in 

consonance with the principles under this model;  
ii. The justification for the establishment of the NIMFB;   
iii. The services that the NIMFB intends to provide;   
iv. The branch expansion programme (if any) within the first five years in 

the case of State and National NIMFBs;  
v.  The proposed training programme for staff and management 

succession plan which shall lay more emphasis on building their 
capacity in the field of Islamic banking and finance;  

vi.  A five-year financial projection for the operation of the NIMFB, 
indicating its expected growth and profitability;   

vii.  Details of the assumptions upon which the financial projection has 
been made;   

viii. The organizational structure (Organogram) of the NIMFB, setting out 
in detail, the functions and responsibilities of the top management 
team. It should clearly show a direct reporting relationship between 
the Advisory Committee of Experts (ACE) and the Board of Directors 
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(BOD) and an indirect (dotted line) relationship with the Managing 
Director (MD);   

ix. Also, the organogram should show a direct reporting relationship 
between the Internal Auditor and the BOD and an indirect relationship 
with the MD;  

x. A structure for an Internal Shari’ah Review Mechanism to be headed 
by a Senior Management staff with appropriate qualification in Islamic 
Commercial Jurisprudence. The functions of the head of such 
department/unit should be clearly spelt out. The unit should work 
hand-in-hand with the ACE, the Risk Management Department 
/Division/Unit and the Internal Audit Department/Division/Unit of the 
NIMFB;   

xi. The composition of the ACE and the Curriculum Vitae (CV) of each 
member of the proposed ACE. The qualifications and experience 
expected of the ACE members shall be as contained in the 
“Guidelines on the Governance of Advisory Committees of Experts 
(ACE) For Non-Interest (Islamic) Financial Institutions in Nigeria” dated 
February 20, 2015 or as shall be stipulated by the CBN from time to 
time;  

xii. Proposed social performance management framework indicating the 
social values to the clients over a five (5) year period;  

xiii. Appropriate management information systems (MIS), internal 
controls, enterprise risk management framework and procedures 
including manuals of operations (MOP). The risk management manual 
should be robust and comprehensive with clear procedure for the 
identification of both inherent and emerging risks attributable to 
Islamic banking products and services as well as mitigants to manage 
such risks which are compliant with the principles underpinning this 
model. While the MIS should take cognizance of the specificities of the 
products and services and the general transactions of the NIMFB; and  

xiv. The conclusions based on the assumptions made in the feasibility 
report.   

h. A copy of the draft Memorandum and Articles of Association (MEMART) 
which shall state that its business operations will be conducted in 
accordance with the principles underpinning this model of operation.  

3. A letter of intent to subscribe to and payment for the shares of the 
proposed NIMFB, signed by each subscriber.   

4. A list of promoters/proposed shareholders in tabular form, showing their 
business and residential addresses (not post office addresses) and the 
names and addresses of their bankers.  
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5. Names, CVs and copies of credentials of the proposed members of the 
Board of Directors. The CVs must be personally signed and dated. No 
proposed NIMFB shall incorporate/register its name with the Corporate 
Affairs Commission (CAC) until a written Approval-In-Principle (AIP) has 
been communicated to the promoters by the CBN, a copy of which shall 
be presented to the CAC.   

6. In considering an application for a licence, the CBN shall satisfy itself that:   
a. The promoters and the proposed Management team are approved 

persons to invest in/manage a financial services firm in Nigeria as 
contained in the CBN’s guidelines of Approved Persons Regime and 
other extant regulations of the CBN;   

b. The promoters have submitted the names, CVs and credentials of the 
top management team and members of the ACE of the proposed 
NIMFB;   

c. The minimum paid-up capital/shareholders’ funds of the relevant 
category being applied for is acceptable and the source is verifiable 
and found satisfactory to the CBN;   

d. The management of the proposed NIMFB have the requisite 
qualifications and experience as specified in Section 5.1.2 of this 
guidelines;   

e. The earnings prospect of the company is realizable; and   
f. The objects of the company as disclosed in its Memorandum and Articles 

of Association (MEMART) agreed with the permissible activities for 
NIMFBs. The CBN shall before the issuance of an Approval-in-Principle 
(AIP) arrange an appraisal interview for the promoters of the proposed 
NIMFB. The date, place and time for the interview shall be 
communicated to the promoters in writing.   

7. If satisfied, the Governor may grant a licence to the NIMFB and where the 
grant of licence is declined, the promoters shall be communicated in 
writing and their capital deposit refunded.   

8. The CBN may at any time vary or revoke the conditions of a licence or 
impose additional conditions.   

9. Where a licence is granted subject to some conditions, the NIMFB shall 
comply with those conditions to the satisfaction of the CBN within such 
period, as the CBN may deem appropriate in the circumstances. Any 
NIMFB that fails to comply with such conditions shall be guilty of an offence 
under Section 60 of BOFIA, 1991 (as amended).   

10. Every licenced NIMFB shall be required to add “Microfinance Bank” after 
its name which shall be registered with the Corporate Affairs Commission 
(CAC) in compliance with the Companies and Allied Matters Act (CAMA) 
1990 as amended.
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The font size of all characters in its full name, which shall appear on all banking 
instruments, signage and sign boards, shall be the same. Failure to comply with 
this requirement at its Head Office and branches shall attract a penalty of 
N100,000, N150,000 and N250,000 for Unit NIMFB, State NIMFB and National 
NIMFB, respectively per office/branch where non-compliance is observed.  

3.2.4 Application and Licensing Fees  

The application and licensing fees, which may be varied at the instance of the 
CBN, shall be as follows:  

  Unit NIMFB   State NIMFB  National NIMFB   

Non-refundable 
fee  

Application  N50,000   N100,000   N250,000   

Non-refundable Licensing fee   N100,000   N250,000   N1,000,000   

A NIMFB wishing to upgrade/downgrade its licence status shall be required to 
pay the applicable non-refundable application and licensing fee.  

3.2.5 Grant of Approval-In-Principle   

The Central Bank of Nigeria, on receipt of an application, which is deemed 
complete in all respect, shall process the application and if satisfied with the 
overall quality of the proposal, grant Approval–In-Principle (AIP) for establishing 
a NIMFB within three (3) months of receipt of the application. It should be 
noted, that an AIP does not confer a permission to commence operation 
before the grant of a final licence.  

3.2.6 Conditions for Grant of Final Approval and Commencement of Business  

A NIMFB with an AIP shall be granted a final operating licence and may 
commence business upon satisfying and complying with the following 
conditions: 
a. Submission of: 

i. A copy of the shareholders’ register in which the equity interest of each 
shareholder is properly reflected;   

ii. A copy of the share certificate issued to each shareholder or other 
verifiable and admissible evidence of the said shareholding;  

iii. Certified true copy of Form CAC 2 (Return of Allotments) filed with the 
CAC;  
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iv. Certified true copy of Form CAC 7 (Particulars of Directors), and a 
written confirmation that the Certified true copy of the Memorandum 
and Articles of Association (MEMART) were approved by the CBN and 
filed with the CAC;   

v. The opening statement of affairs audited by an approved firm of 
accountants practicing in Nigeria;   

vi. Certified true copy of the certificate of incorporation of the company 
(together with the original for sighting purposes only);   

vii. A copy each of the letters of offer and acceptance of employment by 
top management staff and a written confirmation that the 
Management team approved by the CBN has been put in place; and  

viii. A letter of undertaking to comply with all the rules and regulations 
guiding the operations of NIMFBs.   

b. The NIMFB shall inform the CBN of the location and address of its Head 
Office in Nigeria (certified true copy of Form CAC 3) and shall confirm that 
all infrastructures for take-off are in place. In addition, the NIMFB shall show 
evidence that appropriate MIS, internal controls, Enterprise-Wide Risk 
Management (ERM) and procedures including manuals of operations 
have been put in place.  

c. The NIMFB shall be informed in writing by the CBN that it may commence 
business after satisfactory physical inspection of its premises.   

d. The NIMFB shall inform the CBN in writing of the date of commencement of 
business. 

3.3  ADDITIONAL REQUIREMENT  

Every licenced NIMFB shall be recognized by a uniform symbol designed by 
the CBN for all Non-interest Financial Institutions (NIFIs). All the signages and 
promotional materials of the NIMFBs shall bear this symbol to facilitate 
recognition by customers and the general public. 

3.4  MEMBERSHIP OF NATIONAL ASSOCIATION OF MICROFINANCE BANKS  

Every NIMFB shall be required to be a financial member of the National 
Association of Microfinance Banks (NAMB) and is required to pay its annual 
subscription to NAMB not later than 31st January of every year.  
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4.0 NIGERIA DEPOSIT INSURANCE CORPORATION (NDIC) NON-INTEREST 
DEPOSIT INSURANCE COVERAGE   

4.1 Compliance with non-Interest Deposit Insurance Scheme  

In accordance with Section 15 (1) of the Nigeria Deposit Insurance Corporation 
(NDIC) Act 2006, every licenced MFB shall be required to insure its deposit 
liabilities with the Corporation. However, NIMFBs shall only use existing NDIC 
Non-Interest Deposit Insurance Scheme.  

4.2 Compliance with Staff Fidelity Insurance (TAKAFUL)  

A NIMFB shall have fidelity insurance (takaful) coverage as provided for in 
Section 33 of the NDIC Act 2006 or up to such level as may be prescribed from 
time to time by the NDIC. However, NIMFBs shall use the services of licenced 
takaful companies only.   

5.0 BOARD AND MANAGEMENT  

5.1 BASIC REQUIREMENTS  

5.1.1 Directors   

a. The maximum number of Directors on the Board of a Unit NIMFB shall be 
seven (7), while the minimum shall be five (5). For a State or National 
NIMFB, however, the maximum number of Directors (Executive Directors 
inclusive) shall be at the discretion of the CBN. To qualify for the position 
of a Director in an NIMFB, it is required that the nominee must not be a 
current employee of a bank or other financial institution, except where 
the NIMFB is promoted by the bank or other financial institution and the 
proposed Director is representing the interest of such an institution.   

 In the circumstance where a current employee of a bank or other 
financial institution is proposed for the position of director, the consent of 
the employer must be given in writing to the CBN. The requirement that 
no person shall serve as a director in more than two (2) institutions in all 
sub-sectors under the regulatory purview of the CBN shall be complied 
with in all cases. That is, a person can concurrently be a director in a NIMFB 
and also a director in another institution in a different sub-sector;   

b. At least two (2) members of the Board of Directors other than the 
Executive Management shall be required to have a minimum of eight (8) 
years banking or related financial industry experience. In addition, one (1) 
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of the board members shall have non-interest (Islamic) finance 
experience and or qualification and one member shall be an 
independent director;  

c. The appointment of Directors and management staff shall be approved 
by the CBN;  

d. Executive directors of a NIMFB shall hold office for a fixed term of not more 
than 5 years and such term may be renewed only once, while non-
executive directors shall serve for a fixed term of not more than 4 years 
and such term may be renewed only twice. For the avoidance of doubt, 
the maximum tenure of an executive director (including the Managing 
Director) shall not exceed a total of 10 years while a non-executive 
director shall not serve for periods exceeding 12 years in total. Any 
executive director who has served two 5-year terms may also serve as 
Managing Director, if so appointed, for a maximum period of two 5-year 
terms (a combined maximum of 20 years).  

       A Unit NIMFB shall not appoint an Executive Director other than the 
Managing Director.  

5.1.2 Management  

The following minimum qualifications and experiences are mandatory for 
officers who would occupy key/top management positions in a NIMFB:   

a. Managing Director/Executive Director:  

i. A minimum of first degree or its equivalent in any discipline (additional 
qualification or degree in any finance or business related discipline 
may be an added advantage). In addition to the above, the MD shall 
have relevant qualification and or experience in non-interest (Islamic) 
finance as the CBN deems fit;  

ii. Minimum of eight (8) years post-qualification experience out of which, 
at least, five (5) must be in the financial services industry and at least, 
three (3) at the senior management level;  

iii. Evidence that the candidate possesses proven skills and 
competences in practical microfinance banking and has undergone 
the Microfinance Certification Programme and obtained a Certificate 
in Microfinance Banking issued by the Chartered Institute of Bankers 
of Nigeria (CIBN).   
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b. Departmental Heads:  

i. A minimum of first degree or its equivalent in any discipline 
(additional qualification or degree in any finance or business related 
discipline may be an advantage);  

ii. A minimum of five (5) years post-graduation experience out of which, 
at least four (4) must have been in the financial services industry and 
at least, two (2) at the senior management level;  

iii. In addition to i and ii above, the Head of Operation, Marketing and 
Finance, Risk Management and Internal Audit shall have relevant 
qualification and or experience in non-interest (Islamic) finance;  

iv. Evidence that the candidate possesses proven skills and 
competences in practical microfinance banking and has 
undergone the Microfinance Certification Programme and 
obtained a Certificate in Microfinance Banking issued by the 
Chartered Institute of Bankers of Nigeria (CIBN).  

Any other qualification or experience which the CBN may deem 
adequate for positions (a) or (b) above.  

c. Head Internal Shari’ah Compliance/Audit Unit:  

There shall be an Internal Shari’ah Compliance Unit/department to be 
headed by an individual with proven knowledge in the field of Islamic 
Commercial Jurisprudence (Fiqh al Mua'amalat), whose responsibilities 
shall include the following among others:  
i To review and validate contract documents to ensure their 

compliance with the principles of Islamic commercial jurisprudence;  
ii Continuous review of the bank’s processes to ensure they do not 

contravene the provisions of the principles underpinning this model;  
iii To ensure that the bank’s management implements the decisions of 

the bank’s ACE and CBN FRACE;  
iv To conduct Shari’ah audit on a periodic basis; 
v To ensure the bank disposes (to charity) any Non-Permissible Income 

(NPI) earned in the course of its operation under the supervision of its 
ACE; and   

vi To carry out any other related duty assigned to it by the 
management of the bank. 

The Internal Audit and Internal Shari’ah Compliance (ISC) functions may 
be combined in a Unit NIMFB where the officer possesses the requisite 
qualification and experience for both functions. However, the functions 
shall be performed by separate officers for State and National NIMFBs.  
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A NIMFB shall be required to carry out status enquiry on any employed or 
appointed management staff with their previous employer (s). Any NIMFB 
that fails to obtain prior approval of the CBN for the appointment of its 
Directors and top management staff within two (2) weeks of the date of 
such appointment shall be liable to a penalty of N100,000, N250,000 and 
N500,000 for Unit NIMFB, State and National NIMFB respectively and the 
nullification of such appointment.  

5.2   Certification and Capacity Building  

In addition to the requirement for top management to possess requisite 
certification in microfinance management from the Chartered Institute of 
Bankers of Nigeria (CIBN); knowledge of Non-Interest (Islamic) finance from a 
recognised institution is required. 

The management of NIMFBs shall ensure that all staff are adequately trained 
in the field of non-interest (Islamic) finance.   
Top management staff shall therefore be required to submit evidence of the 
CIBN certification not later than three (3) years after assumption of office.  
Failure to comply with the above conditions shall be a ground for the removal 
of the affected officer(s).  

 
6.0 Financing Modes and Instruments  

NIMFBs shall transact business using only such financing modes and instruments 
that are compliant with the principles under the Non-interest (Islamic) model 
and as approved by the CBN.  

7.0 FUNDING, ACCOUNTING AND OTHER RELATED MATTERS 

7.1 Sources of Funds 

The sources of funds of an NIMFB could consist of the following: 
a. Shareholders’ funds (paid-up share capital and reserves); 
b. Deposits/Savings of customers;
c. Grants/donations from individuals, organizations, various tiers of 

government, and commercial funding from international sources in line 
with non-interest (Islamic) principles with prior approval of the CBN; 

d. A NIMFB may charge such commissions or fees as may be necessary in 
accordance with the principles under this model and the Guide to Bank 
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Charges.  The funds received as commissions and fees shall constitute 
the bank's income and shall not be shared with depositors; and 

e. Any other source of funds that is compliant with the principles under this 
model as may be approved by the CBN. 

 
7.2 Books of Account  

a. The Board of Directors of NIMFB shall ensure that the institution keeps 
proper books of account with respect to all transactions at the principal 
administrative office and in all its branches in English Language only; 

b. For the purpose of sub-section (a) of this section, proper books of 
account shall contain all information necessary to explain all 
transactions and give a true and fair view of the state of affairs of the 
NIMFB and be presented in compliance with International Financial 
Reporting Standards (IFRS) and Accounting and Financial Reporting 
Guidelines for Small and Medium-sized Enterprises (SMEGA) as adopted 
by the Financial Reporting Council (FRC) of Nigeria. However, for 
transactions, products and activities not covered by these standards, 
the relevant provisions of the Accounting and Auditing Standards issued 
by the Accounting and Auditing Organization for Islamic Financial 
Institutions (AAOIFI) standards shall apply; 

c. Where in the opinion of the CBN, books of accounts are not properly 
kept, the Bank shall apply the provision of section 24 (4) of BOFIA, 1991 
(as amended);  

d. If any person being a Director, Manager or Officer of a NIMFB fails to take 
all reasonable steps to secure compliance with any of the provisions 
herein, he or she shall be appropriately sanctioned in line with the 
provisions of this Guidelines.   

 
7.3 Rendition of Returns   

In compliance with the provisions of Section 25 of BOFIA, 1991 (as amended), 
the following monthly returns shall be submitted by all NIMFBs: 

a. Statement of Assets and Liabilities; 
b. Statement of Profit or Loss and Other Comprehensive Income; 
c. Schedule of financings and Investments on sector basis (number and 

value) 
d. Schedule of liabilities (deposits) on maturity basis (number and value) 
e. Schedule of equity of Profit Sharing Investment Accounts Holders 

(PSIAHs) 
f. Profits rate structure.
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g. Schedule of balances held with banks and other financial institutions. 
h. Returns on: 

i. Mudaraba deposits from other MFBs, other financial institutions, 
individuals and non-financial institutions; 

ii. Mudaraba deposits (placements) to other MFBs, other financial 
institutions, individuals/non-financial institutions, shareholders, and 
affiliates (if any); 

iii. Financings to Directors, Management Staff and related parties; 
iv. Non-performing financing and investment; 
v. Off balance sheet engagements; 
vi. Non-performing other assets; and any other returns specified by the 

CBN. 
All monthly returns must reach CBN and NDIC not later than 14 days after the 
end of each month. The Managing Director/Chief Executive Officer and the 
Chief Accountant [or equivalent] of the NIMFB shall sign and attest to the 
authenticity of the contents of the returns.   
Deposit Money Banks (DMBs) having NIMFB subsidiary shall be required to 
submit returns on the microfinance activities separately in accordance with 
the provisions of this Guidelines. 
The frequency and content of the returns may be reviewed from time to time 
by the CBN. 
 
8.0 COMPLIANCE WITH EXTANT ANTI-MONEY LAUNDERING/COMBATING THE 

FINANCING OF TERRORISM (AML/CFT) LAWS AND REGULATIONS 

NIMFBs shall comply with the provisions of the Money Laundering (Prohibition) 
Act 2011 (as amended), Terrorism (Prevention) Act 2011, CBN AML-CFT 
Regulation 2013, and all relevant Circulars issued by the CBN from time to time. 
NIMFBs shall have a Compliance Officer (CO) who shall be a management 
staff designated to monitor compliance with the above requirements. 
The CO can serve as the Internal Shari’ah Compliance (ISC) Officer both 
functions. 
Penalties for non-compliance with the aforementioned requirements and all 
applicable Circulars shall be in accordance with the relevant provisions 
enunciated in the respective Acts. 
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9.0 ESTABLISHMENT OF A NIMFB AS A SUBSIDIARY OF DEPOSIT MONEY BANKS 

Deposit Money Banks (DMBs) can own a NIMFB as a subsidiary in line with the 
licensing requirements for the establishment of a NIMFB as contained in this 
Guidelines. 

10.0 CORPORATE GOVERNANCE 

The cardinal objective of sound corporate governance in a bank is to ensure 
that the bank’s affairs are conducted in an orderly and responsible manner 
and that the expectations of various stakeholders are met. Corporate 
governance further defines the roles and responsibilities of the Board and 
Management. 
In view of the need to ensure that operations are effectively monitored and 
controlled to guard against abuses, the Code of Corporate Governance sets 
acceptable procedures and guidelines for the conduct of insider-related 
activities. 

NIMFBs shall comply with the following: 
i. The relevant provisions of BOFIA 1991 (as amended) and CAMA 1990 (as 

amended); 
ii. The provisions of relevant Code of Corporate Governance issued by the 

CBN and any subsequent amendments thereto; and  
iii. The provisions of other corporate governance code issued by any relevant 

institution in Nigeria recognized by law.  
NIMFBs shall have an internal review mechanism to ensure compliance with 
the principles of Islamic Commercial Jurisprudence and an Advisory 
Committee of Experts (ACE) as part of their governance structure. The 
appointment of members of the ACE shall be subject to the approval of the 
CBN.  

10.1 Composition of the Advisory Committee of Experts (ACE)  

A minimum of three (3) persons shall be appointed as members of ACE for a 
Unit, State and National NIMFB respectively.  
However, considering the nature and size of NIMFBs’ operations, a Unit NIMFB 
with the prior approval of the CBN may engage the services of the ACE of an 
existing NIFI licenced by the CBN.   

10.1.1 Qualification of Members of ACE  

A member of ACE shall:  



560 
 

i. Be an individual and not a corporate body or institution;  
ii. At a minimum, have an academic qualification or possess necessary 

knowledge, expertise or experience in the field of Islamic Commercial 
Jurisprudence (Fiqh al Mua'amalat);  

iii. In addition to the requirement in i & ii above, it is desirable for the 
member to possess the following:  

iv. Skills in the philosophy of Islamic Law (Usul al Fiqh);  
v. Good knowledge of written and spoken Arabic and English languages 

as well as basic knowledge in the areas of business or finance especially 
Islamic Finance. 

The ACE may engage the services of a consultant(s) or an officer(s) of the 
NIMFB who have expertise in the field of business, economics, law, accounting 
or any other field that will assist it in making informed decision. Such 
consultant(s)/officer(s) may attend meetings of the ACE but shall not take part 
or exercise voting rights in giving a Shari’ah legal opinion or verdict by the ACE.   

10.1.2    Disqualification  

Members of the ACE shall be persons of acceptable reputation, character and 
integrity. The CBN reserves the right to disqualify any member or proposed 
member who fails to meet the requirements prescribed in the Guidelines on 
the Governance of Advisory Committees of Experts for Non-Interest (Islamic) 
Financial Institutions in Nigeria of February 2015, or any other requirement(s) as 
may be determined by the CBN from time to time.  
No person shall be appointed or remain a member of an ACE who:-  

i Is of unsound mind or as a result of ill-health is incapable of carrying out 
his/her duties;  

ii Is declared bankrupt or suspends payments or compounds with his/her 
creditors including his/her bankers;  

iii Is convicted by a court of competent jurisdiction of any offence involving 
dishonesty or fraud;  

iv Is guilty of serious misconduct in relation to his/her duties;  
v Fails to attend 75% of the meetings of the ACE in a year without 

satisfactory excuse;  
vi In the case of a person possessing professional qualification, is disqualified 

or suspended (except on his own request) from practicing his profession 
in Nigeria by the order of any competent authority made in respect of the 
person;  

vii No person who has been a member of an ACE, director of or directly 
concerned in the management of a NIMFB or any other financial 
institution which failed or was wound up by a court of competent 
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jurisdiction shall, without the express authority of the CBN, act or continue 
to act as an ACE member of any other NIMFB;  

viii Any person whose appointment with a NIMFB or any other financial 
institution has been terminated or who has been dismissed for reason of 
gross misconduct, fraud, dishonesty or conviction for an offence involving 
dishonesty or fraud shall not be appointed by any other NIMFB in Nigeria 
as an ACE member;  

ix Where a member of an ACE becomes unfit to hold such appointment as 
provided for in this Guidelines and/or in the letter of approval from the 
CBN, the NIMFB shall terminate the appointment of the ACE member.  

10.2   Resignation, Termination and Dismissal  

A NIMFB shall notify the CBN with immediate effect of any resignation, 
termination of appointment or dismissal of a member of the ACE. The notice 
shall state the reason(s) for such resignation/termination or dismissal.   
However, in case of the resignation or termination of the appointment of an 
ACE member of an NIMFB operating with a minimum number of three 
members, the NIMFB shall seek the approval of the CBN for a replacement 
within one month of the date of disengagement.  

10.3 Restrictions on Ace Membership  

A member of Financial Regulatory Advisory Council of Experts (FRACE) shall not 
be a member of the Advisory Committee of Experts (ACE) of a NIMFB.  
A member of the ACE of a bank or financial institution under the supervisory 
purview of the CBN shall not be a member of the ACE of a NIMFB.  

10.4 Duties and Responsibilities of The ACE to The NIMFB  

i Accountability for all its decisions, opinions and views provided by them;  
ii Advising the NIMFB’s board and management on non-interest banking 

and finance and jurisprudence-related matters so as to ensure the 
institution's compliance with the principles underpinning this model;  

iii Reviewing and endorsing policies and guidelines related to the 
principles underpinning non-interest (Islamic) finance. This shall include a 
periodic review of products and services to ensure that operational 
activities and transactions of the institution are made in accordance 
with those principles;  

iv Reviewing, endorsing and validating relevant documents for new 
products and services to ensure that they comply with the principles of 
Islamic Commercial Jurisprudence. These include:   
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i. Terms and conditions contained in forms, contracts, agreements or 
other legal documentation used in executing the transactions; and  

ii. The product manual, marketing materials, sales illustrations and 
brochures used to describe the product or service.   

v Ensuring that the necessary ex-post considerations are observed after 
the product offering stage, namely the internal review processes and 
compliance reporting. This is in order to monitor the NIMFB’s consistency 
in compliance with the principles underpinning this model and 
effectively manage Shari’ah non-compliance risk that may arise over 
time;  

vi Assisting or advising related parties to the NIMFB, such as its legal counsel 
or other consultants on Islamic jurisprudence-related matters;  

vii Providing written opinion to the NIMFB in respect of new products and 
other issues referred to it;  

viii Providing support to the NIMFB in respect of questions or queries that 
may be raised regarding the compliance of its products to the principles 
underpinning this model;  

ix Issuing recommendations on how the NIMFB could best fulfill its 
corporate social responsibility  as well as promote non-interest banking 
and finance;  

x Providing checks and balances to ensure compliance with principles 
underpinning this model;  

xi Assisting the internal audit of the NIMFB on Shari’ah Compliance Audit;  
xii Carrying out any other related duty (ies) assigned to it by the board of 

the NIMFB.  

10.5    Duties and Responsibilities of NIMFB to the ACE  

   To ensure the smooth running of the ACE, a NIMFB shall: -  

(i) Refer all Islamic Commercial Jurisprudence related issues to the ACE  

The NIMFB shall refer all issues on Islamic Jurisprudence in its business 
operations to the ACE for advice and decision. The submission for advice 
or decision shall be made in a comprehensive manner for effective 
deliberation by the Committee. This shall include explaining the processes 
involved, documents to be used and other necessary information. 

(ii) Implement the ACE’s advice and decision  

The NIMFB shall be responsible for implementing the ACE’s advice and 
decisions.  

(iii) Ensure that product documents are validated   
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The NIMFB shall obtain validation of the ACE relating to Shari’ah issues in all 
product documentations.  

(iv) Prepare a Shari’ah Compliance Manual  

The NIMFB shall prepare a Shari’ah Compliance Manual which shall be 
endorsed by the ACE. The Manual shall provide a general guideline on the 
operational procedures of the ACE as well as a code of ethics and 
conduct for its members. The NIMFB shall ensure that adequate systems are 
in place to monitor compliance with the code.  

(v) Provide the ACE access to all relevant documents   

The NIMFB shall provide the ACE with the necessary assistance and access 
to all relevant records, transactions, manuals or other information that it 
may require to perform its duties.   

(vi) Provide the ACE with sufficient resources  

The NIMFB shall provide the ACE with sufficient financial resources, 
independent expert consultation, reference materials, training and 
development or any other support the ACE may require to perform its 
duties effectively.  

(vii) Remuneration of the Members of ACE   

The Board of the NIMFB shall determine the remuneration of ACE members. 
The remuneration shall be commensurate with the expected duties and 
functions of the Committee.  

10.6.   Reporting Relationship   

a. The ACE shall directly report to the Board of Directors of the NIMFB 
and have a dotted line reporting relationship to the MD/CEO. All 
cases of noncompliance with the principles of non-interest 
(Islamic) banking shall be recorded and reported to the Board by 
the ACE, and it shall recommend appropriate remedial measures. 
In cases where the issue of non-compliance is not effectively or 
adequately addressed or no remedial measures were taken by 
the NIMFB, the ACE shall inform the CBN;  

b. In the case of conflict of opinion among members of the ACE of 
a NIMFB concerning any of its rulings, the board of directors of the 
NIMFB may refer the matter to the FRACE, which shall have the 
final authority on the matter. 
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10.7    Report of the ACE to the Board of NIMFBs  

a. The Board and Management of a NIMFB shall ensure that the 
decisions and opinions of the ACE are appropriately issued and 
disseminated to all stakeholders.   

b. The ACE shall issue an annual report, which complies with the 
Accounting and Auditing Organisation for Islamic Financial 
Institutions (AAOIFI) Governance Standard (No. 1) regarding the 
basic elements of an ACE report. The NIMFB shall also publish the 
ACE report in its annual financial report.  

10.8    Independence of the ACE   

10.8.1. For the effective discharge of its oversight responsibilities, the 
independence of the ACE shall be upheld at all times. It shall not 
succumb to pressure, undue influences or similar appendages that may 
be caused to bear by the Management of the NIMFB.  

10.8.2. Members of the ACE shall not have such relationships with the NIMFB, its 
related companies or officers that could interfere or be reasonably 
perceived to interfere with the exercise of independent judgment by the 
ACE.  

10.8.3. The management of a NIMFB has an obligation to provide the ACE with 
complete, accurate and adequate information in a timely manner 
before all meetings and on an ongoing basis in order for the ACE to fulfill 
its responsibilities.   

10.8.4. The ACE shall have independent access to the NIMFB’s Internal Shari’ah 
Compliance Unit/Department to ascertain if internal control and 
compliance have been appropriately followed.  

10.9    Competence of Members of the ACE   

Members of the ACE shall at all times demonstrate the competence and ability 
to understand:  

• the technical requirements of the business;  
• the inherent risks in the business; and  
• the management processes required to conduct its operations 

effectively with due regard to the interest of all stakeholders.  
10.9.2.The NIMFB shall facilitate continuous professional development of 

members of the ACE as well as the officer(s) of the internal Shari’ah 
Compliance Unit of the institution.  

10.9.3 The NIMFB shall specify and adopt a process for formal assessment of 
the effectiveness of the ACE and of the contribution of each ACE 
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member to its effectiveness. The process should also identify relevant 
gaps to enable appropriate training and exposure for the ACE 
members. 

10.10 Confidentiality and Consistency required Of ACE  

10.10.1 Internal and privileged information obtained by the ACE in the course 
of its duties shall be kept confidential at all times and shall not be 
misused.   

10.10.2 Notwithstanding the above, the ACE shall not be liable for breaching 
the confidentiality and secrecy principle if sensitive information is 
reported to the CBN in good faith for corrective actions in the 
performance of its duty in reporting serious breaches of Shari’ah by 
the NIMFB or in compliance with the order of a court of competent 
jurisdiction.  

10.10.3 The NIMFB shall ensure that the ACE follows a structured process in 
making its decisions and rulings in such a way as to ensure quality and 
consistency of the decisions and their proper documentation and 
disclosure.   

10.10.4 The NIMFB shall ensure that the ACE adopts a specified process for 
changing, amending or revising any pronouncements/resolutions 
issued by it. Appropriate and timely disclosure shall be made to all 
stakeholders and/or the public whenever the ACE and/or its members 
depart from or revise any of its pronouncements/resolutions.   

10.10.5 In the event of divergence of opinion between a NIMFB ACE and the 
Financial Regulation Advisory Council of Experts (FRACE) on a 
particular issue, the opinion of the FRACE shall prevail.    

11.0 PUBLICATION OF AUDITED FINANCIAL STATEMENTS  

11.1 Publication   

All NIMFBs shall comply with the International Financial Reporting 
Standards (IFRS). For transactions, products and services not covered by 
the IFRS, the relevant provisions of Standards issued by AAOIFI shall apply.  

NIMFBs shall comply with relevant provisions of circulars issued by the 
CBN on disclosure requirement for financial institutions and other 
disclosure requirements contained in CAMA 1990 (as amended) and 
BOFIA 1991 (as amended). In addition, they shall also comply with the 
relevant standards on disclosure issued by standards setting 
organisations including the following:   
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• Financial Reporting Council (FRC) of Nigeria; and  
• Islamic Financial Services Board (IFSB).  

NIMFBs shall have an internal review and audit mechanism to examine 
and evaluate on periodic basis the extent of compliance with the rules 
and principles pertinent to this model.  
Every NIMFB shall submit its audited financial statements and the 
abridged version of the accounts to the Director, Other Financial 
Institutions Supervision Department (OFISD) for approval not later than 
four (4) months after the end of the company’s financial year. The 
Domestic Report on the Accounts from the External Auditors shall be 
forwarded to the Director, OFISD not later than three (3) months after the 
end of the accounting year.   

Upon approval for the publication of the accounts by the Central Bank 
of Nigeria, the NIMFB shall be required to display the abridged version of 
the audited financial statements in a conspicuous place at its Head 
Office and all its branches.  

Any NIMFB that fails to comply with the above requirements shall be 
liable to a fine of N5,000 for each day during which the offence 
continues and the immediate display of the abridged audited 
accounts.  
All approved audited accounts shall disclose in detail, the penalties paid 
as a result of the contravention of BOFIA, 1991 [as amended], Circulars 
or Policy Guidelines in force during the year in question and the auditor’s 
report shall reflect such contraventions.  

 
No NIMFB shall hold its Annual General Meeting (AGM) without prior 
approval of its Annual Audited Account by the CBN. Contravention of 
this requirement shall attract a penalty of N250,000, N500,000 and 
N1,000,000 for a Unit NIMFB, State NIMFB and National NIMFB 
respectively. In addition, the Chairman and the Managing Director/CEO 
of the NIMFB shall be suspended from office for a period of three (3) 
months.   

11. 2  Penalties for Late/False inaccurate Rendition of Accounts and Returns.  

For lateness in submitting its audited annual accounts, returns or any 
other information as may be required by the CBN, the penalty shall be a 
fine of N5,000 for each day during which such infraction occurs. 
Subsequent failure/refusal to render returns in the prescribed format shall 
be a ground for the revocation of an NIMFB’s licence. For submitting any 
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false/inaccurate information to the CBN, the penalty shall be a fine of 
N250,000 and a warning letter to the Managing Director of the NIMFB. 
Subsequent rendition of false or inaccurate returns/information shall lead 
to the removal of the Managing Director.  

12.0 PRUDENTIAL REQUIREMENTS  

12.1 General Prudential Requirements  

All NIMFBs shall comply with the following requirements:  

12.1.1 Compulsory Investment in Compliant Instruments  

A NIMFB shall be required to maintain not less than 5% of its deposit liabilities in 
liquidity management instruments compliant with the principles underpinning 
this model and as approved by the CBN. Non-compliance shall attract a fine 
of 1% of the amount not invested. Investment in such instruments by any NIMFB 
shall, however, not exceed 10% of its deposit liabilities at any point in time.  

12.1.2 Liquidity Ratio  

The operation of an NIMFB requires the maintenance of high quality liquid 
assets to meet frequent requests for funds from clients and for field operations.  
However, in view of the paucity of eligible liquidity management instruments, 
NIMFBs shall be required to maintain a minimum liquidity ratio as may be 
determined by CBN from time to time.  

12.1.3 Capital Adequacy Ratio  

a. The Capital Adequacy Ratio (CAR) of a NIMFB shall be measured as a 
percentage of the shareholders’ funds unimpaired by losses to its risk 
weighted assets. The minimum CAR (Capital/Risk Weighted Assets Ratio) 
for NIMFBs shall be 10 per cent or such percentage as may be 
determined by the CBN from time to time. Furthermore, every NIMFB is 
expected to maintain a ratio of not more than 1:10 for its shareholders 
fund unimpaired by losses to its total net financing portfolio;  

b. A NIMFB shall at all times maintain the minimum capital adequacy ratio 
as may be prescribed by the CBN from time to time;  

c. The CBN may require a NIMFB to maintain additional capital as it 
considers appropriate in respect of market risks, concentration risk and 
other specific risks.  
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d. When any of the above ratios (as in 12.1, 12. 2 and 12. 3) do not meet 
the prescribed benchmarks, the NIMFB shall be prohibited from any or 
all of the following until the required ratio is restored:  
i. Financing and undertaking further investment;  
ii. Mobilization of deposit from the public;  
iii. Payment of dividend to shareholders;  
iv. Raising funds from the investing public; and  
v. Opening additional branch (es)/cash Centre(s).  

In addition, the NIMFB shall be required to submit, within a specified period, a 
recapitalization plan acceptable to the CBN. Failure to comply with the above 
shall constitute grounds for the revocation of the operating licence of the 
NIMFB or such other penalties as may be deemed appropriate. Every NIMFB is 
enjoined to ensure that its shareholders’ funds unimpaired by losses do NOT fall 
below the prescribed minimum capital requirement, notwithstanding meeting 
the capital adequacy benchmark.  

12.1.4 Limit of Investment in Fixed Assets  

The maximum amount, which a NIMFB can invest in fixed assets, is 20% of its 
shareholders’ funds unimpaired by losses.   
Any contravention shall attract a penalty of 1% of the excess investment in 
fixed assets and prohibition of further investment in fixed assets until the 
requirement is achieved.  

12.1.5 Revaluation of Fixed Assets  

Prior approval of the CBN must be obtained by a NIMFB before it could revalue 
any of its assets.   
Prior approval of the CBN must be obtained by a NIMFB before the recognition 
of the revaluation surplus on fixed assets in its books, taking into consideration 
that:  
a. The basis of the underlying fixed assets valuations was stated and the 

valuation made by qualified professional valuer whose identity and 
qualifications are indicated in the valuation report;  

b. The difference between the market and the carrying values of the 
eligible fixed assets being revalued is to be discounted by 55 per cent;  

c. The revaluation of fixed assets is applicable to own premises only; and  
d. The revaluation of fixed asset is permissible after a minimum period of 

five (5) years after the date of purchase of the asset or the last 
revaluation date.  
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12.1.6 Fixed Assets/Long-Term Investments and Branch Expansion  

No NIMFB shall be allowed to finance any of the following other than from the 
shareholders’ funds unimpaired by losses:  
a. Acquisition of fixed assets;  
b. Equity investments in permissible activities and investments in long-term 

permissible instrument subject to CBN’s approval in writing; and  
c. Branch expansion.  

In consideration of a request for the approval of any or a combination of the 
above, reference shall be made to the aggregate value of the existing 
investment(s) and the current request(s) against the shareholders’ funds’ 
unimpaired by losses.  

12.1.7     Maintenance of Capital Funds  

a.    The impact of delinquent risk assets which may result in capital erosion, 
calls for stringent maintenance of capital funds. Every NIMFB shall 
therefore maintain a Reserve Fund into which it shall transfer from its profit 
after tax for each year (before dividend), subject to the following 
provisions:  
i. Where the amount of the NIMFB’s reserve fund is less than 50 per cent 

of its paid-up capital, an amount which shall not be less than 50 per 
cent of the NIMFB’s net profit for the year;  

ii. Where the amount of the NIMFB’s reserve fund is 50 per cent or more, 
but less than 100 per cent of its paid-up capital, an amount which shall 
not be less than 25 per cent of the NIMFB’s net profit for the year; or  

iii. Where the amount of the NIMFB’s reserve fund is equal to 100 per cent 
or more of its paid up capital, an amount equal to 12.5 per cent of 
the NIMFB’s net profit for the year.  

b. A NIMFB shall not appropriate any sum or sums from its reserve fund unless 
prior approval in writing is obtained from the CBN;  

c. The CBN may however, from time to time, vary the proportion of net profit 
transferable to Statutory Reserves. No accretion shall be made to the 
reserve fund until:  
i. All preliminary and pre-operational expenses have been written off;  
ii. Adequate provision has been made for assets deterioration; and
iii. All identifiable losses have been fully provided for.  

12.1.8    Restrictions on Declaration of Dividend  

a. A NIMFB shall not declare or pay out dividend until it has:  
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i. Completely written-off all its preliminary and pre-operational 
expenses;  

ii. Made the required provisions for non-performing asset and other 
erosions in asset values;  

iii. Satisfied the minimum Capital Adequacy Ratio requirement; and  

iv. Met all matured obligations.  

b. Where the payment of dividend would result in withdrawal of any part 
of the available reserves due to inadequacy of the profit for the year 
or where the statutory report of the auditors on the Annual Accounts 
of the bank is not satisfactory, the NIMFB may declare dividend only 
after obtaining the prior approval of the CBN.  

c. Where a NIMFB declares or pays any dividend in contravention of this 
provision, the Directors and the Chief Executive Officer of the NIMFB 
shall be liable to a penalty of ten (10) per cent of the gross dividend 
paid and such other sanctions as may be deemed appropriate by the 
CBN.  

12.1.9    Limit of Exposure to a Single Obligor and Related Party  

a. The maximum exposure by a NIMFB to any individual customer, 
director or related parties shall not exceed 1 percent, and in the case 
of group customers, a maximum of five (5) per cent of the NIMFB’s 
shareholders’ fund unimpaired by losses or as may be prescribed by 
the CBN from time to time.  

b. In addition, aggregate insider-related exposure at any time shall not 
exceed five (5) per cent of its shareholders’ funds unimpaired by 
losses. For this purpose, financing under a staff scheme shall not apply, 
but shall be in accordance with the staff conditions of service.  

Any contravention shall attract a penalty of N250,000 and a letter of 
warning to the Managing Director. Subsequent defaults will be a ground 
for the removal from office of the affected Officer(s).  

12.1.10  Financing Portfolio Composition  

The value of the financing portfolio of a NIMFB shall, at all times, be a minimum 
of 80 per cent for micro financing and a maximum of twenty (20) per cent for 
small and medium enterprises (SMEs).  
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12.1.11 Maximum Equity Investment Holding Ratio  

The aggregate value of the equity participation of a NIMFB in all permissible 
enterprises shall NOT exceed 7.5 per cent of its shareholders’ funds unimpaired 
by losses.  

12.1.12 Provision for Classified Assets  

a. Provision for performing and non-performing risk assets and other assets 
shall be as stated hereunder:  

Days at Risk (No. of days 
missed payment)   

Description   Provisioning Requirement or 
Allowance for Probable Loss 
(%)   

0 Performing 1 

1 – 30 days Pass and 
Watch 

5 

31 – 60 days Substandard 20 

61 – 90 days Doubtful 50 

91 or more days and for 
restructured financing 

Lost 100 

 

b. All NIMFBs shall be required to review their total exposures and other 
assets at least once every thirty days, and make appropriate provisions;  

c. As part of its monthly returns, every NIMFB shall send a schedule of its 
total exposure, showing the provisions made for losses or deterioration in 
the quality of its risk assets to the Director, OFISD, CBN and the Director, 
SIID of the NDIC.  

12.1.13   Contingent Items  

a.   The following shall be construed as contingent items in the books of a 
NIMFB:  

i.  Guarantees and indemnities;  
ii.  On-financing funds with recourse; and  
iii.  Any other item as may be specified by the CBN from time 

to time.  
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b.  A NIMFB’s investments in Bankers Acceptances (BAs) and Commercial 
Papers (CPs) compliant with its model of operation shall be treated as part of 
its financing portfolio.    

12.1.14 Divestment of Government’s Interest in Government Owned/Sponsored 
NIMFBS 

In all cases where a state or local government participates in the 
ownership/establishment of a NIMFB, government shall progressively divest its 
interest within a maximum period of five (5) years. In the case of Public Private 
Partnership (PPP) arrangements, the first right of refusal shall be given to the 
private partner.  

 
12.2 Special Prudential Standards  

The following traditional banking regulations shall be adjusted from time to time 
at the discretion of the CBN to accommodate the peculiarities of NIMFB.  

12.2.1 Unsecured Financing Limits:  

Any unsecured exposure to an individual of an aggregate amount in excess 
of fifty thousand naira [N50,000] is not permitted. For the purpose of applying 
this regulation to micro financing of NIMFBs, group guarantees or third party 
guarantees of an individual acceptable to the NIMFB shall qualify as collateral.  

12.2.2 Financing Documentation Requirements:  

In deference to the nature of micro financing as well as the relative simplicity 
of the customer base and the nature of financial services demanded, a 
reduced documentation may be applicable.  

12.2.3 Restriction of Co-Signers to Receive Financing from the Same NIMFB:  

The restriction prohibiting a commercial bank from lending to an individual 
who has co-signed or otherwise guaranteed a loan from the same bank shall 
not apply to group financing of a NIMFB.  

12.2.4 Cash Reserve Requirements:  

The mandatory Cash Reserve Requirements (CRR) for Deposit Money Banks 
shall not apply to a NIMFB. A NIMFB shall however be required to have 
compulsory investment of five per cent (5%) of its total deposit liabilities in 
liquidity management instruments that are compliant with the principles 
underpinning this model and which shall qualify as specified liquid asset in 
computation of its liquidity ratio.  
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12.3 Portfolio- At- Risk [PAR]   

a. PAR: is the outstanding principal amount of all exposures that have at 
least one installment past due for one or more days in all sale-based, 
lease and construction contracts like in Murabaha, Salam, Istisna’, Ijara 
etc. The amount includes the unpaid principal balance but excludes the 
accrued income. Under PAR, exposures are considered past due if 
payment has fallen due and remained unpaid.  

b. Repayments shall apply first to any income due, and then to any 
installment of principal that is due but unpaid, beginning with the earliest 
installment. The number of days of lateness is based on the due date of 
the earliest installment that has not been fully paid.  

c. LIMIT: PAR shall not exceed 5 per cent of the bank’s total exposure at 
any given time.  

d. PAST DUE EXPOSURE: This is any exposure which repayment is past due 
for at least one day in accordance with the agreed repayment term in 
the contract. Such exposures whether restructured or refinanced shall 
attract appropriate provisions. The past due exposure shall remain in the 
account of the NIMFB until it is fully repaid or written off.  

e. ACCRUAL OF INCOME EARNED: No accrual of income to the income 
statement shall be allowed after the exposure has become past due, 
rather it should be transferred to the income-in-suspense account. All 
income already accrued and/or booked shall be reversed from income 
and the accrued income transferred to income-in-suspense account. 
This provision is for the purpose of passing entries in the books of the 
NIMFB, without prejudice to the right of the bank to collect the income 
due to it from its clients.  

f. RESTRUCTURED EXPOSURES: These represent exposures that have been 
renegotiated or modified to either lengthen or postpone the original 
scheduled installment payments, or substantially alter the original terms 
of the contracts. Restructured exposures, which shall include refinanced 
exposures, shall be treated as non-performing and the income thereon 
shall be transferred to the income-in-suspense account. No exposure 
shall be restructured more than two (2) times.  

 It should be noted that NIMFBs shall not earn extra income on a 
restructured sale-based contracts (like Murabaha, Istisna’a etc) but may 
do so on a restructured lease-based or equity-based contracts (like Ijara, 
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Musharaka etc) based on mutual agreement between the bank and 
the customer. 

However, a NIMFB may charge penalty for default by its customer(s), but 
such penalty shall be given out to charity in line with the principles 
underpinning this model.  

g. WRITING OFF FULLY PROVIDED NON-PERFORMING EXPOSURES: Exposures 
that have been fully provided for except director-related exposures may 
be written off in accordance with the bank’s policy and communicated 
to the CBN. Director related exposures shall require prior approval of the 
CBN before such can be written off as Non-Performing Exposure.  

12.4 Implementation of Recommendations in Examination Report  
The Board and management of licenced NIMFBs shall ensure the 
implementation of all recommendations contained in the CBN/NDIC 
Examination Reports. Failure to do so shall attract a penalty of N100,000 for 
each recommendation not fully implemented. Persistent non-implementation 
of the recommendations contained in the Examination Reports shall be 
considered a ground for the removal of the affected Board member(s) and 
management staff from office.  
 

13.0 CONDUCT OF BUSINESS STANDARDS  

13.1 Branding  

In line with the provisions of Section 43 (1) of BOFIA 1991 (as amended), NIMFBs 
shall not include the word “Islamic” as part of their registered or licenced 
names except with the written consent of the Governor. They shall, however, 
be recognized by a uniform symbol designed by the CBN. All the signages and 
promotional materials of NIMFBs shall bear the symbol to facilitate recognition 
by customers and the general public.  

13.2 Approval of Contracts, Products and Services  

All contracts, products and services to be offered by NIMFBs shall be reviewed 
and approved by each institution’s ACE.   
The introduction of new products/services shall require the prior written 
approval of the CBN.  
The NIMFB shall ensure that it explains in detailed and simple language 
(understandable to any prospective customer) terms and conditions of each 
contract to be entered into. The bank shall obtain signed agreement from the 
customer that he had fully understood details of the contract(s).   
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13.3 Product Literature  

All applications for product/advertisement materials forwarded to the CBN for 
approval shall include names and signatures of all the ACE members.  
  
 
14.0 PROFIT SHARING INVESTMENT ACCOUNTS  

14.1 NIMFBs shall ensure the proper execution of investment contracts with its 
Profit Sharing Investment Account (PSIA) holders.   

14.2 NIMFBs shall inform their prospective PSIA client(s) in writing, that the 
burden of loss rests with the client(s) and that the institution will not share in the 
loss unless there is proven negligence, breach of contract or misconduct for 
which the institution is responsible. For the avoidance of doubt, misconduct 
includes fraud and other illegal conduct and also willful investment of funds in 
breach of the principle underpinning this model or investment mandate as 
contained in the contract. While negligence includes failure in conducting 
due diligence resulting in losses or earning prohibited income.  

14.3 NIMFBs may maintain a Profit Equalization Reserve (PER) which would serve 
as an income smoothing mechanism and risk mitigation tool to hedge against 
volatility of returns to investment account holders. They may also maintain an 
Investment Risk Reserve (IRR) for PSIA holders to cushion against future losses.  

14.4 The basis for computing the amounts to be appropriated to the PER and 
IRR should be pre-defined and disclosed.   

 
15.0 ASSESSMENT OF SOUNDNESS   

In response to the changing financial landscape, a risk based approach to the 
supervision of NIMFBs is adopted. For this purpose, a robust, dynamic and 
proactive Risk Based Supervision (RBS) Framework had been developed to 
provide an effective process to assess the safety and soundness of all MFBs 
operating in Nigeria. This is to be achieved by evaluating the MFB’s risk profile, 
financial condition, risk management practices and compliance with 
applicable laws and regulations.   

Inherent risk is intrinsic to all business activities and arises from exposure to, and 
uncertainty from, potential future events. Inherent risk would therefore be 
evaluated by considering the degree of probability and the potential size of 
an adverse impact on an institution’s capital or earnings. The effectiveness of 
the risk management control functions put in place by the NIMFB shall form the 
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basis for moderating the level of aggregate inherent risk associated with any 
particular activity.   

The framework considers risks on a consolidated basis and groups them into 
the following categories for assessment purposes:   

• Market risk   
• Operational risk (Shari’ah non-compliance risk  and Fiduciary risk)  
• Liquidity risk   
• Legal and regulatory risk   
• Strategic risk   
• Credit risk  

The existence and level of each inherent risk in the identified significant 
activities shall be assessed as low, moderate, above average or high. 
Supervisory efforts will therefore be focused on materially high risk activities but 
not to the total exclusion of other activities.   

The Composite Risk Rating or final rating shall be the outcome of the Overall 
Net Risk moderated by Capital and Earnings. Accordingly, the assessment will 
include a review of the quality, quantity, and availability of externally and 
internally generated capital. In reviewing an NIMFB’s ability to generate 
capital internally, profitability shall be considered on both consolidated and 
unconsolidated basis.  
 

16.0 REQUIREMENTS FOR INCREASE IN SHARE CAPITAL   

All increases in share capital in any form shall be approved by the CBN. 
Application in respect of this shall be supported with the following documents:   

a. Board resolution authorizing the increase;   
b. Shareholders’  resolution to increase the share capital;  
c. Evidence of payment of stamp duty;   
d. Corporate Affairs Commission (CAC) registration of the increase;   
e. Form CAC 2 showing the allotment of the additional capital;   
f. Share certificates issued to shareholders (letter of intent);  
g. Photocopy of the share register showing the entries of allotment;  
h. Evidence of payment for the new allotment of shares by the 

shareholders. No cash payment shall be allowed for any significant 
acquisition i.e. up to 5% of the shares in a NIMFB;   

i. Statements of accounts from banks showing evidence of payment for 
the shares;   
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j. Vouchers showing evidence of internal transfer or payment for the rights 
issues allotted;   

k. Copies of letters to shareholders conveying allotment of shares;   
l. For corporate investors, board resolution shall accompany the 

application; and   
m. Any other information that may be required or stipulated by the CBN.  

 
17.0 DISCLOSURE OF INTEREST BY DIRECTORS AND OFFICERS OF NIMFBs.   

a. Every Director and Officer of a NIMFB, who has any personal interest, 
whether directly or indirectly in a financing facility or vendor services 
from a NIMFB in which he/she is serving, shall promptly declare the 
nature of his/her interest in writing to the Board of Directors of the NIMFB 
and the declaration shall be discussed at the Board meeting.  

b. Every Director or Officer of a NIMFB who holds any office or possesses 
any property, whether directly or indirectly, which might create conflict 
with his/her duties or interest as a Director or Officer of the NIMFB, shall 
declare at a meeting of the Board of Directors of the NIMFB, the fact, 
nature, character and extent of such interests. Any Director or Officer 
who contravenes either of these regulations shall be liable to a fine of 
N500,000 or removal from office.  

c. Relevant AAOIFI and IFSB guidance notes/ standards should be 
adopted where applicable.  

18.0 DISLOSURE OF REQUIRED INFORMATION TO CREDIT REFERENCE BUREAUX   

a. A NIMFB shall be required to supply information on all its financing/loan 
customers to licenced Credit Bureaux from time to time. In addition, 
every NIMFB shall provide:   

i. Details of non-performing facilities in its portfolio, where the 
amount owed is not in dispute, the customer has not made any 
satisfactory proposals for repayment following formal demand, 
and the customer has been given at least twenty-eight (28) days’ 
notice of the intention to disclose that information to the Credit 
Reference Bureau;   

ii. Information on its customers involved in financial malpractices, 
including the issuance of dud cheques;  

iii. No information other than that referred to in the above sub-
sections (i) and (ii) shall be divulged by any institution to the Credit 
Reference Bureau without customers’ consent.   

b. Nothing in this section shall prevent NIMFBs and Credit Reference 
Bureaux from disclosing the information referred to in paragraphs (i) and 
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(ii) above provided the information is disclosed in good faith and/or in 
the normal course of business;   

c. Every customer of a NIMFB has a right to know his credit status that has 
been forwarded to the Credit Reference Bureau; and  

d. In addition to the above, NIMFBs are required to comply with the 
relevant provisions of the Guidelines for the Licensing, Operation and 
Regulation of Credit Bureaux and Credit Bureau Related Transactions in 
Nigeria.   

19.0 OPERATIONAL REQUIRMENTS AND CONTROLS  
19.1 Opening/Relocation and Closing of Branches/Cash Centres   

a. All NIMFBs shall obtain approval from the CBN, in writing, to open new 
branches or cash centres;   

b. Any NIMFB that contravenes the provisions of paragraph (a) of this 
Section shall be liable to pay penalties of N250,000, N500,000 and 
N1,000,000 per branch/cash center for a Unit, State and National NIMFB 
respectively. In addition, such unapproved branch office or cash centre 
shall be closed within a period of thirty (30) days;  

c. All NIMFBs shall obtain approval from the CBN, in writing, to close existing 
branches or cash centres;   

d. Any NIMFB that contravenes the provisions of paragraph (c) of this 
section shall be liable to pay penalties of N250,000, N500,000, and 
N1,000,000 per branch/cash center for a Unit, State and National NIMFB 
respectively;  

e. Any NIMFB that relocates its Head Office, branch or cash centre without 
prior approval of the CBN in writing shall be liable to pay a penalty of 
N500,000 irrespective of the category of NIMFB;  

f. Failure to close an unapproved branch office or cash centre in line with 
the provisions of these Guidelines shall attract a fine of N5, 000 for each 
day of infraction, irrespective of the category of NIMFB;   

19.2 Change of Name   

Every NIMFB shall be required to obtain CBN’s approval before effecting a 
change of name as contained in its operational licence. The applicable fees, 
which may be varied at the instance of the CBN, shall be as follows:  

  UNIT NIMFB  STATE NIMFB  NATIONAL NIMFB  

Change of 
Name  

Fee  

N20,000  N50,000  N100,000  
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Any NIMFB that fails to obtain prior approval of the CBN for change of name 
shall be liable to a penalty of N500, 000 irrespective of the category of the 
NIMFB.   

19.3 Display of Licence   

A copy of a NIMFB’s licence shall be displayed in a conspicuous position at its 
Head Office as well as in all branches and cash centers if any. Any NIMFB that 
contravenes this provision shall be liable to pay a fine of N100,000 for each 
location without the display of the licence.   

19.5 Internal Controls   

a. Every NIMFB shall have an Internal Audit Unit/department, which shall 
ensure that the operations of the company conform to the laws, as well 
as to its internal rules and regulations. The Internal Auditor shall forward 
his report directly to the Board of Directors to strengthen Corporate 
Governance in the NIMFB.   

b. In addition to the Internal Audit Unit, there shall be an Internal Shari’ah 
Compliance Unit whose responsibilities shall include monitoring 
compliance with the principles underpinning the operations of the 
NIMFB. The head of such Unit shall forward his report to the Advisory 
Committee of Experts (ACE) to ensure compliance with the principles 
underpinning this model.  
The Internal Audit and Internal Shari’ah Compliance functions may be 
combined in a Unit NIMFB where the officer possesses the requisite 
qualification and experience for both functions. However, the functions 
shall be performed by separate officers for State and National NIMFBs.  

c. Every NIMFB shall include a statement on the effectiveness of the internal 
control, signed off by at least two members of its Board of Directors as 
part of its audited financial statements. Also, a declaration on the risks 
inherent in the business of the NIMFB and the controls put in place to 
mitigate such risks shall be part of the directors’ reports.   

d. The report of the ACE of every NIMFB shall form part of the annual 
financial statement and shall be signed by all the members.  

e. Every fraud or attempted fraud must be reported along with the 
statement of assets and liabilities within one month of its occurrence to 
the Director of OFISD (CBN) and Director of SIID (NDIC). Where no 
frauds/forgeries and defaults occurred during the month, a nil return 
shall be rendered. Where it is established that an officer of a NIMFB has 
been involved in fraud or unethical behavior at any time in the course 
of his/her career, the officer shall be removed from office by the NIMFB 
and blacklisted by the CBN.   
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f. Every NIMFB shall develop, implement and submit evidence of 
implementation of an internal control framework. The internal control 
framework adopted by the NIMFB shall be developed in line with the 
Committee of Sponsoring Organizations of the Tread way Commission 
(COSO) 2004 and shall comprise the following areas of internal control: 
of Control environment; of Risk assessment; of Control activities; of 
Information and communication; and of Monitoring.   

Failure to comply with any of the above provisions shall attract a fine of 
N100,000.   
 
20.0 APPOINTMENT OF CHIEF EXECUTIVE/ PRINCIPAL OFFICERS AND EXTERNAL 

AUDITORS  

20.1 Appointment of Chief Executive and Principal Officers  

The appointment or replacement of the Chief Executive Officer or any of the 
Principal Officers of any NIMFB shall be approved by the CBN. An application 
for the approval of the appointment shall be forwarded to the CBN within two 
(2) weeks of appointment.  

Any contravention of this provision shall attract a penalty of N100,000, N250,000 
and N500,000 for Unit NIMFB, State NIMFB and National NIMFB respectively and 
may lead to the nullification of the appointment.   
 
20.2 Appointment and Responsibilities of External Auditors  

20.2.1 NIMFBs shall comply with the requirements of Section 29 of BOFIA 1991 
(as amended) and applicable guidelines/directives issued by the CBN, as well 
as the relevant provisions of CAMA 1990 (as amended) regarding the 
appointment, resignation, rotation, change and removal of auditors.  

20.2.2 Every NIMFB shall appoint an approved external auditor, whose primary 
duty shall be to prepare a report for the shareholders on the annual financial 
statements of the company. The report shall contain an opinion on the true 
and fair view of the financial statements and such other information as may 
be prescribed from time to time by the CBN.  

a. The approved auditor shall satisfy the following requirements:  
i.  Be a member of a recognized professional accountancy body in 

Nigeria;  

ii.  Currently in professional practice as accountant and auditor in 
Nigeria.  
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b. No person or auditing firm shall be appointed as the auditor of a NIMFB if:  

i. He/she has interest in that NIMFB other than as a `
 depositor; 

ii.  He/she is a Director, Officer or agent of such institution;  
iii. It is a firm in which a Director of the NIMFB has interest as partner 

or Director;  

iv. It is a firm in which a Director of the NIMFB is the spouse of a partner 
or Director; and  

v. He/she is indebted to the NIMFB.  

c. Any external auditor who is subsequently affected by Section 20.2.2(b) 
above shall immediately cease to continue as the auditor of the NIMFB.  

d. If any NIMFB fails to appoint or fill a vacancy for an approved auditor, the 
CBN shall appoint a suitable person for that purpose and shall fix the 
remuneration to be paid by the NIMFB to such auditor.  
The appointment of an approved auditor shall not be determined without a 
prior written approval of the CBN.  

 

20.2.3 The Responsibilities of an Approved External Auditor shall include the 
following amongst others:  

a. To immediately report to the CBN formally if he/she is satisfied that:  
i. there has been a contravention of BOFIA, 1991 [as amended] or 

that an offence under any other law, guidelines, circulars, etc has 
been committed by the NIMFB or any of its officers; or  

ii. losses have been sustained by the NIMFB which had substantially 
reduced its capital funds; or  

iii. any irregularity which jeopardizes the interest of depositors or 
customers of the NIMFB has occurred; or  

iv. the firm is unable to confirm that the claims of the depositors or 
customers are covered by the assets of the NIMFB.  

b. To forward to the CBN a domestic report on the activities of the NIMFB 
not later than three (3) months after the end of the financial year of such 
NIMFB.  

c. To have access, at all times, to the books, accounts and vouchers of the 
NIMFB and be entitled to require from Directors, Managers and Officers 
of the NIMFB all information and explanation considered necessary for 
the performance of the audit.  

d. In order to enhance transparency in reporting, no Audit Firm shall serve 
the same institution as External Auditor for a continuous period 
exceeding ten (10) years. 
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e. Any approved auditor who acts in contravention of the foregoing 
requirements or fails either deliberately or negligently to comply with the 
requirements of this Section shall be reported to his respective 
professional body for appropriate sanction.   

In case of grave contraventions, the auditor may be suspended from further 
acting as the approved auditor to all financial institutions under the supervisory 
purview of the CBN.  

21.0 SCHEME OF ARRANGEMENT   

No NIMFB shall enter into any “Scheme of Arrangement” with its investors 
without obtaining the prior approval of the CBN. Any NIMFB that is unable to 
meet its obligations to its depositors or investors shall submit its proposals to 
restore liquidity or viability and for eventual settlement of its outstanding 
obligations to the Director of OFISD for consideration and approval. 
Notification of the scheme shall also be made to the Director of SIID by the 
NIMFB. Failure to comply with this provision will attract a penalty of N100,000, 
N200,000 and N300,000 for Unit, State and National NIMFBs respectively.  

22.0 RESTRUCTURING AND RE -ORGANIZATION  

Except with the prior consent of the Governor of the CBN, no NIMFB shall enter 
into an agreement or arrangement:   

a. Which will result in a change in  the control of the NIMFB;  
b. For the sale, disposal or transfer of the whole or any part of the business 

of the NIMFB;   
c. For the amalgamation or merger of the NIMFB with any other company;   
d. For the restructuring of the NIMFB; and   
e. To employ a managing agent or to transfer its business to any such 

agent.  
Failure to obtain the consent of the CBN before going into any form of re-
structuring or re-organisation shall attract a penalty of N500,000 regardless of 
the category of the NIMFB.  

23.0 PARTICIPATION OF EXISTING FINANCIAL INSTITUTIONS IN NON-INTEREST 
MICROFINANCE BANKS’ ACTIVITIES  

23.1 Deposit Money Banks (DMBs):  

a. A Deposit Money Bank (DMB) wishing to establish a NIMFB could do so by 
complying with the licensing requirement of NIMFBs as contained in this 
Guidelines.  
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Also, a Financial Holding Company which has a DMB as a subsidiary can apply 
for a license to establish a NIMFB by complying with the requirements as 
contain in this Guidelines.   

23.2 Non-Governmental Organization Microfinance Institutions (NGO-MFIs)  

An NGO-MFI, however, wishing to obtain an operating licence as a 
microfinance banks shall be required to meet the stipulated provisions in the 
Regulatory and Supervisory Guidelines for NIMFBs in Nigeria. A transforming 
NGO-MFI shall be required to provide an Institutional Assessment by a rating 
agency that specializes in rating microfinance service providers and a 
Certified Statement of Affairs by a firm of Chartered Accountants acceptable 
to the CBN. The institutional assessment shall include the NGO financial 
position, governance structure, human resources, risk management policy, 
control procedures, accounting as well as management information systems. 
The institution shall also be required to submit separate monthly returns of its 
microfinance portfolio, aside from its other lending activities.  
The application for transformation to NIMFB shall be supported by:  

i. Board resolution approving the transformation and stating the 
objectives; 

ii. Detailed feasibility report including a business plan specifying what the 
NIMFB plans to achieve in the next five years;  

iii. CVs and copies of credentials of the proposed Board of the NIMFB and 
commitment letters to serve as Board member as well as the subscribed 
capital, if any;  

iv. Draft Memorandum and Articles of Association;  
v. Proposed name of the NIMFB;  
vi. Details of assets & liabilities to transfer to the NIMFB - the transfer shall be 

admissible at the value assessed/determined by the audit/consulting 
team during institutional assessment phase; and  

vii. Payment of application fee for an NIMFB licence as specified in these 
Guidelines  

In consideration of meeting the minimum capital requirement/shareholders’ 
funds, an existing institution may be exempted from depositing the paid-up 
capital requirement (as the case may be) with the Central Bank of Nigeria. Its 
capital shall, however, be subject to verification by the CBN for confirmation. 

  
24.0 COLLABORATION TO REGULATE DEPOSIT/SAVINGS MOBILIZING 

INSTITUTIONS   

a. To prevent regulatory arbitrage in the sub-sector, the CBN shall 
collaborate with other relevant agencies of the government to monitor 
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the activities of financial cooperatives and NGOs that have significant 
operations due to their micro savings/deposit taking activities from their 
members. Any of these Institutions that attain total assets of N20,000,000 
(twenty million Naira only) and or total membership/clients of two 
thousand (2,000) shall be encouraged to transform to the relevant 
category of MFB, subject to meeting the licensing requirements.   

b. Collaboration between the CBN, NDIC, Securities and Exchange 
Commission (SEC), National Insurance Commission (NAICOM), 
Corporate Affairs Commission (CAC), National Association of 
Microfinance Banks (NAMB), Association of Non-Bank Microfinance 
Institutions in Nigeria (ANMFIN), and other relevant government 
agencies shall be promoted to reduce arbitrage in the practice of 
microfinance.   

25.0 CONDITIONS FOR REVOCATION OF LICENCE   

The grounds for revoking a licence granted to a NIMFB may be any or all of the 
following:   

a. Submission of false information/data during and/or after the 
processing of the application for licence;   

b. The use of proxies or disguised names to obtain a licence to operate 
as a  NIMFB;   

c. Engaging in functions/activities outside the permissible scope of its 
licence as specified in Section 2.2 of this guidelines;   

d. Persistent failure to comply with request for information/data in the 
form required/specified by the CBN;   

e. Engaging in activities prejudicial to the Nigerian economy;   
f. Failure to redeem matured obligations to customers;   
g. Failure to render statutory monthly returns for a continuous period of 6 

months or for a cumulative period of 6 months in a financial year;   
h. Unauthorized shop closure;   
i. Failure to comply with any directive issued by the CBN;   
j. Technical insolvency i.e. where an NIMFB’s assets are insufficient to 

cover its liabilities;  
k. Such other conditions applicable to Banks and Other Financial 

Institutions  under BOFI Act (as amended) which constitute a ground 
for revocation of licence; and   

l. Any other act(s), which in the opinion of the CBN constitute(s) a 
violation or a serious default.  
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26.0 EXIT CONDITIONS   

The condition for exit of a licensed NIMFB shall be as prescribed by the relevant 
sections of the framework for the regulation of non-interest financial institutions 
and BOFI Act (as amended) as applicable to other deposit taking financial 
institutions and the Companies and Allied Matters Act (CAMA) 1990 as 
amended.  

27.0 RISK MANAGEMENT  

NIMFBs are required to put in place appropriate policies, systems and 
procedures to identify, measure, monitor and control their risk exposures. In 
addition, they are required to put in place a robust risk management system 
that recognizes the unique risks faced by NIMFBs such as displaced 
commercial, fiduciary, transparency, Shari’ah non-compliance, reputational, 
equity investment, rate of return and other emerging risks. Further details and 
guidance are provided in documents issued by the CBN and international 
standard setting organizations including:   

i. CBN Prudential Guidelines;   
ii. Risk Management Guidelines issued by the Basel Committee on Banking  

Supervision; and   
iii. IFSB Guiding Principles of Risk Management for Institutions Offering Only 

Islamic Financial Services.   

28.0 RECOMMENDED MINIMUM OPERATIONAL TEMPLATE FOR NON-INTEREST 
(ISLAMIC) MICRO FINANCE IN NIGERIA   

MEASURES  ITEM  RECOMMENDED STANDARD FOR NIMFBs  

CAPITAL  Capital Adequacy  
Ratio  

10% minimum (S.12.1.3 of the NIMFB  
Guidelines.)  

  Adjusted Capital to  
Net Financing Ratio   

1:10 maximum (S.12.1.3 of the NIMFB  
Guidelines.)  

  Maintenance of  
Capital Funds  

S.12.1.7 of the NIMFB Guidelines.  

  Maximum Investments  
in Fixed Assets   

20% of Shareholders’ Funds 
Unimpaired by  
Losses (SHF) 
S.12.1.4 of the NIMFB Guidelines.  
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  Maximum Equity  
Investment  Holding  
Ratio   

≤ 7.5% of SHF (S.12.1.11 of the NIMFB  
Guidelines.)  

ASSET Maximum amount per 
micro financing   

N500,000.00 or 1% of SHF (S.1.3 d of the 
NIMFB Guidelines.)  

  Micro financing as a 
percentage of total 
exposures.  

Financing 80% (S.12.1.10 of the NIMFB  
Guidelines.)  

  Portfolio at Risk (PAR)   ≤ 5% (S.12.3 of the NIMFB Guidelines.)  

  Net Financing portfolio 
as a percentage of  
total assets   

60% minimum  

  Growth in Outreach   >20% annually  

  Maximum aggregate 
insider related  
exposures  

≤ 5% of SHF (S.12.1.9b of the NIMFB  
Guidelines.)  

  Single obligor limit 
(Individual exposures)  

≤ 1% of SHF ( 
Guidelines.)  

S.12.1.9a  of  the  NIMFB  

  Single obligor limit 
(Group exposures  
including cooperatives 
and  
corporate bodies)  

≤ 5% of SHF  
Guidelines.)  

(12.1.9a  of  the  NIMFB  

  Savings 
percentage 
deposits   

as  a of 
total  

60% 
minimum  

    

  Percentage 
to deposits  

financing  80%      

  Financing  
profitability  
Lending)  

portfolio 
(Group  

> 10%      

  Financing Officer 
Productivity / Case 
Load (No. of active 
clients per financing  
Officer) 

250 – 300   
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  Provision for classified 
accounts  

S.12.1.12 of the NIMFB 
Guidelines  

 

  Adequacy of 
provisioning on  
classified assets  

100%  

  Enterprises  Risk  
Management  
Framework (ERMF)  

ERMF should be in place and 
operational.  

CORPORATE 
GOVERNANCE: 
BOARD,  
MANAGENMENT  
AND STAFF   

Frequency of board 
meetings (minimum)   

At least once per quarter 

  Minimum Board  
Committees   

Audit; Credit and Risk Management; 
and Finance & General purpose  

  Advisory Committee  
of Experts (ACE)  

The composition, qualification and 
experiences of the members of ACE 
is as contained in Section 10 of this 
guidelines  

  Minimum number of  
Unit Heads   

Operations; Credit & Marketing; 
Finance & Admin.; and  Internal 
Audit/Shari’ah Compliance Audit  

  Minimum management 
committees  

Finance & Admin.; Credit; and Assets 
&  
Liabilities  

  No. of finance Officer per 
branch  

To be determined by the number of 
clients  

  No. of customers per 
group  

Not less than 5 and not more than 30.  

  Purpose of the financing 
and  
repayment cash flow  

Must be clearly stated and from 
verifiable income source(s)  
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  Financing methodology   Group solidarity model is more cost 
effective and highly recommended.  

 Individual  financing  but  group 
responsibility.  

 Repeat financing increment, say 
N10,000 – N20,000, should be based 
on past repayment records.  

 Cash collateral/contractual savings 
– not less than 10% of principal 
amount of financing and 
refundable.  

  Financing / outreach to 
women  

• Encourage formation of and linkage 
with women groups.  

• Annual incremental financings to 
women as a proportion of the 
bank’s portfolio and client outreach.  

  Micro financing tenure  6 months. For agriculture or projects 
with longer gestation a maximum 
tenure of 12 months is permissible. In 
housing microfinance, a maximum 
tenure of 24 months is permissible 
(S.1.2.IV of the NIMFB Guidelines.)  

  Follow  up  for  
repayments  

7  days  after  disbursement, 
 weekly collection  

  First  financing  
disbursement  

Minimum of 4 weeks after enrolment 
as a client or member of solidarity 
group. 

  First  repayment  
installment starts  

15 days after financing disbursement  

  financing  repayment 
frequency  

Weekly, except agricultural financing  

  No. of installment to 
complete repayment  

Should depend on the duration of the 
contract   

  Group member’s  
mandatory savings  

Minimum of N100.00 per week  

  Mandatory financing  Optional  
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  Service charge   Market determined but transparent.   
Display of indicative rate of return and 
fees board is mandatory  

EARNINGS  Operational Self- 
sufficiency (OSS) – a 
measure of total 
operating income to 
total costs (operating 
costs +financing loss 
provision + financing 
cost), that is:   
OSS  = Operating  
Income X 100  
           operating costs + 

Loss provision+ 
financing cost  

> 100%  

  Financial  Self- 
sufficiency (FSS) - a 
measure of a NIMFB’s 
adjusted operating 
income to adjusted 
direct and indirect costs 
(i.e. operating costs + loss 
provision + financing 
cost), that is:  
  
FSS  = Adjusted  
Operating Income X  
100  

Adjusted  
(operating costs +  
loss provision +  
financing cost)   

NB: Operating income 
and expenses are 
adjusted for inflation and 
concessional loans 
(Qard).  

> 120%  
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  Financial Sustainability  • Operate at full-cost recovery 
basis.  

• Maintain lean operational costs 
in order to record positive ROA 
and ROE.  

  Operating Expenses to  
Total Assets  

≤15%  

  Staff Costs to Total  
Assets  

≤10%  

  Administrative  
Expenses to Total  
Assets  

≤5%  

  Total Expenses to Total 
Assets  

≤30%  

LIQUIDITY  Liquidity Ratio  10% (S.12.1.2 of the NIMFB Guidelines.)  

  Minimum investment in 
compliant instruments 

Minimum of 5% and Maximum of 10%  
(S.12.1.1 of the NIMFB Guidelines.)  

SOCIAL  
PERFORMANCE  
MEASUREMENT  

Mission and Vision  Should be clear and focused on the 
active poor, women, vulnerable 
groups or the unbanked.  

  Transparent  and  
responsible pricing  

Prices, terms and conditions of 
contract (including charges and all 
fees) should be clear, transparent, 
and adequately disclosed in a form 
understandable and affordable to the 
clients.  

  Avoidance of over 
indebtedness  

Reasonable steps should be taken to 
ensure that financing will be granted 
only if the customers have 
demonstrated adequate ability to 
repay and will not put the customers 
at significant risk of over indebtedness.  

  Disclosure of required 
information to Credit 
Reference Bureaux  
(CRBs)  

Information on all credit clients should 
be supplied to licenced CRBs from 
time to time (S.18 of the NIMFB 
Guidelines.)  
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BUSINESS PLAN  Strategic Plan and 
Annual Budgeting  

• Adherence to Board’s 
approved strategic plan.  

• Board’s approval of  annual 
budget.  

  Funding / Financial  
Strategy  

Clear financial strategy evidenced by 
a diversified funding base.  

OTHER 
PARAMETERS  

Office 
accommodation  

Simple and cost effective 

  Own office building  • Prior CBN’s approval strictly 
required for construction.  

• At no time should depositors’ 
funds be used for this purpose.  

  Branch expansion 
(including meeting 
points, customer service 
point, cash centres and 
branches)   

• Simple, standardized, and cost 
effective branch structure.  

• Prior  CBN’s approval strictly 
required.  

• At no time should depositors’ 
funds be used for this purpose.  

  Decision  making 
hierarchy  

Guided by authorization limits as 
approved by the Board of Directors.  

  Manning level  Lean middle and top management  

  Management  
Information  System 
(MIS)  

• Simple, robust with relevant 
modules, and e-FASS/FINA 
compliant.  

• Cost included in the prescribed 
20% for fixed assets. 

  Staff Training  • On-the-job at zero cost.  
• Low cost staff training budget as 

a function of net profit.  
• Training in Islamic Finance as 

well as  
Microfinance Certification 
Programme (MCP) is 
compulsory for top 
management, that is, the  
Managing Director and 
Departmental Heads, and 
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highly recommended for other 
staff.  

  Administration of 
contract  

• Regular review and monitoring 
of contract  at least once every 
thirty days (S.12.1.12b of the 
NIMFB  
Guidelines).  

• Monitoring activities should be 
supported with periodic field 
visits (Places of business) to the 
clients.  

  Key operational 
objective  

Wide outreach at low operational unit 
costs and group Solidarity model.  
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CENTRAL BANK OF NIGERIA – NIGERIA ELECTRICITY MARKET STABILIZATION 
FACILITY (CBN-NEMSF): SANCTIONS GRID FOR PARTICIPATING DEPOSIT MONEY 
BANKS   

S/N  Infractions   Sanctions2  
1.   Collection Bank and the 

Principal Collection Bank 
fail to provide the 
Refinancer/Administrator 
with statements of 
accounts for the 
Transaction Accounts 
within 5 Business Days after 
the end of each month. 

First Infractions: Warning letter to the DMB 
instructing that the infraction must be remedied 
within 2 working days.  Notify  CBN of the infraction  
Further infractions: a financial penalty of a 
minimum of NGN 500,000 daily until the infraction 
is remedied on each account that such infraction 
is committed.  
If there is a further infraction by the DMB after 
payment of the above financial penalty, the 
DMB’s participation as a Mandate Bank under the 
CBN-NEMSF shall be terminated.   

2.   A DMB does not comply 
with a request by the 
Refinancer/Administrator 
to provide copies of bank 
statements for any of the 
Discos Accounts 
maintained by it and such 
other information relating 
to the transactions 
effected or to be effected 
on the Transaction 
Accounts within 5 Business 
Days from date of such 
request.  

First Infractions: Warning letter to the DMB 
instructing that the infraction must be remedied 
within 2 working days.  CBN will be notified of the 
infraction.   
Failure to comply within 2 working will attract a 
financial penalty of a minimum of  
NGN 500,000 daily until the infraction is remedied  
  
Further Infractions: a financial penalty of a 
minimum of NGN 500,000 daily on each account 
that such infraction is committed, until the act is 
remedied    
If there is a further infraction by the DMB after 
payment of the above financial penalty, the 
DMB’s participation as a Mandate Bank under the 
CBN-NEMSF shall be terminated.   

                   
2 Note that (i) Sanctions that may be imposed are not limited to those listed, and the 
Central Bank of Nigeria may impose additional sanctions, and in such form as it may 
deem fit including regulatory action against officers of defaulting Deposit Money 
Banks; and (ii) Any penalties imposed as a result of sanctions may be directly offset 
against any fees payable to a Deposit Money Bank under the CBN-NEMSF.  
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3.   A DMB does not comply 
with the  Operational 
Process Document 
(Circular) issued by the 
CBN  pursuant to the  
Accounts  Administration 
Agreement    

First Infractions: Warning letter to the DMB 
instructing that the infraction must be remedied 
within 2 working days.  Notify CBN of the infraction.  

Further Infractions: a financial penalty of a 
minimum of NGN 500,000 daily on each account 
that such infraction is committed, until the act is 
remedied    
If there is a further infraction by the DMB after 
payment of the above financial penalty, the 
DMB’s participation as a Mandate Bank under the 
CBN-NEMSF shall be terminated.  

4.   Closure of a Transaction 
Account by DMB without 
the prior written consent of 
the Refinancer. 

First Infraction: Financial Penalty of NGN 2,000,000  
Further Infractions: Termination of the DMB’s 
participation as a Mandate Bank.  

5.   Collection Banks and 
Principal Collection Banks 
do not provide the right to 
view the Transaction 
Accounts or any such 
other information relating 
to the transactions 
effected or to be effected 
on the Transaction 
Accounts in real time   

First Infraction: Warning letter to the DMB 
instructing that the infraction must be remedied 
within 2 working days.  Notify  CBN of the infraction  
  
Further Infractions:  a minimum financial penalty 
of NGN 500,000 daily on each account that such 
infraction is committed, until the act is remedied.   
If there is a further infraction by the DMB after 
payment of the above financial penalty, the 
DMB’s participation as a Mandate Bank under the 
CBN-NEMSF shall be terminated.  

6.   Where Collection Banks 
allow revenues (including 
cash collections and 
revenues received from all 
electronic or other 
platforms) generated by 
any DISCO to be paid 
directly in any account 
other than the Feeder 
Collection 
Accounts as stipulated in 
he Account Administration 
Agreement  

First Infraction: Warning letter to the DMB 
instructing that the infraction must be remedied 
within 2 working days.  Notify  CBN of the infraction  
  
Further Infractions:  a minimum financial penalty 
of NGN 500,000 daily on each account that such 
infraction is noticed, until the act is remedied.   
If there is a further infraction by the DMB after 
payment of the above financial penalty, the 
DMB’s participation as a Mandate Bank under the 
CBN-NEMSF shall be terminated.  
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7.   Where Collection Banks 
allow a debit/ withdrawal 
from a  
Feeder Collection 
Account (FCA) to the 
Principal Collection 
Account contrary to terms 
of the Accounts 
Administration 
Agreement.  

First Infraction: Refund of amount 
debited/withdrawn from Feeder’s Collection 
Account (FCA) with interest2 at the Bank’s 
maximum lending rate for the number of days the 
debit is outstanding.   

  
Further Infraction: Termination of the DMB’s 
participation as a Mandate Bank.  

8.   Where there is a 
revocation of the banking 
license of a Mandate Bank 
or on the appointment of 
a liquidator or other similar 
processes evidencing a 
winding up or liquidation 
of the Mandate Bank,  

Termination of the DMB’s participation as a 
Mandate Bank under the CBN-NEMSF.   

9.   The DMBs open additional 
bank account(s) for a 
Beneficiary DISCO, 
whether or not, for the 
purpose of receiving 
payments, fines and fees 
for electricity consumed 
by its customers without 
the prior written consent of 
the Refinancer.  

First Infraction: The DMB shall pay a penalty of N 
2,000,000 on each account opened and shall be 
instructed by the Refinancer to close the account 
and transfer all funds in the account into the 
Principal Collection Account (PCA) within 
24hours.   
If the infraction is not remedied after the 
expiration of the 24 hours, the bank will be liable 
to a penalty of N2,000,000 per day for the number 
of days the account remains open.   

  
Further Infraction: Termination of the DMB’s 
participation as a Mandate Bank under the CBN-
NEMSF.  

10.   Where the DMBs permit 
debit/ withdrawals from 
the Feeder Collection 
Accounts to a non-
Principal Collection 
Account.   

First Infraction: The DMB shall pay a penalty of N 
2,000,000 on each account so debited in addition 
to refund of the debited amount with interest at 
the bank’s maximum lending rate for the number 
of days the infraction continues.  
  
Further Infraction: Termination of the DMB’s 
participation as a Mandate Bank.  
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Financial Policy and Regulation Department 
Central Bank of Nigeria 
November, 2015 
REVISED GUIDELINES FOR THE OPERATION OF BUREAUX DE CHANGE IN NIGERIA 

1.0 INTRODUCTION 

1.1 This revised guideline is issued by the Central Bank of Nigeria [hereinafter 
referred to as “the CBN or the Bank”] in exercise of the powers conferred 
on it by the Central Bank of Nigeria Act of 2007 [hereinafter referred to 
as the CBN Act] and the Banks and Other Financial Institutions Act 2004 
[hereinafter referred to as “the BOFIA”]. 

1.2 It should be read in conjunction with the provision of the CBN Act, the 
BOFIA, subsidiary legislations made under the Acts as well as written 
directions, notices, circulars and guidelines that the CBN may issue from 
time to time. 

1.3 No person shall carry on the business of Bureau De Change (BDC) in 
Nigeria, except with the prior authorization of the CBN. 

1.4 A BDC shall be construed as any company that is licenced to carry on 
small scale foreign exchange business in Nigeria and whose sole object 
is the carrying on of such business on a stand-alone basis. 

2.0 APPLICATION FOR LICENCE 

2.1 The application for BDC licence shall be processed in two stages, 
namely: Approval-in-Principle (AIP) and final licence. 

2.2 The requirements for a grant of AIP:  
a. A formal application to the CBN Governor to grant the promoters 

an Approval in Principle to carry on the business of a Bureau De 
Change in Nigeria. The application should be addressed to the 
Director Financial Policy and Regulation Department (FPRD), 
Central Bank of Nigeria PMB 0187, Garki, Abuja. 
Applicants/promoters shall attach to their application the 
following documents: 

b. A non-refundable application fee of N100,000 [One Hundred 
Thousand Naira Only] or such other amount as may be 
determined by the Bank from time to time in bank draft payable 
to the Central Bank of Nigeria. 

c. Evidence of payment of the prescribed minimum capital of N35 
million or any other amount as may be determined by the CBN 
from time to time, into the designated CBN account. The Bank 
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shall refund this amount with interest after the proposed institution 
has obtained its final licence. 

d. A copy of feasibility report containing information that includes: 
[i] Aims and objectives of the proposed BDC 
[ii] Need gap in services offered by the BDC 
[iii] Proposed training programme for staff and management 

succession plan 
[iv] A five year financial projection for the operation of the 

proposed Bureau De Change, indicating expected growth 
and profitability 

[v] Details of the assumptions which form the basis of the 
financial projection 

[vi] Organisational structure of the proposed Bureau De Change 
indicating the functions and responsibilities of the top 
management team 

[vii] Composition of the Board of Directors and the curriculum 
vitae of each member, including other directorships held [if 
any] 

[viii] Anti-Money Laundering/Combating Financing of Terrorism 
(AML/CFT) policy and compliance manual 

[ix] Conclusions based on the assumptions made in the 
feasibility report 

e. A copy of the draft Memorandum and Articles of Association. 
f. A letter of intent to subscribe to the shares of the proposed Bureau 

De Change signed by each subscriber. 
g. A copy of the list of the proposed shareholders in tabular form 

showing their  business, and residential addresses and the names 
and addresses of their  respective bankers, as well as the details 
of their Bank Verification Number  (BVN). 

2.4 Promoters shall reserve the proposed company’s name at the 
Corporate Affairs Commission (CAC).  

2.5 No proposed Bureau De Change shall incorporate/register its name with 
the Corporate Affairs Commission until an approval-in-principle [AIP] has 
been obtained from the CBN, a copy of which shall be presented to the 
Corporate Affairs Commission. 

2.6 In considering an application for a licence, the Bank shall satisfy that:  
i. The quality of management staff of the proposed Bureau De 

Change is not in doubt and they have met the minimum pre-
qualification criteria; 
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ii. The adequacy of capital and earning prospects of the proposed 
Bureau De Change are promising; 

iii. The objects of the proposed Bureau De Change as disclosed in its 
Memorandum and Articles of Association agree with the services 
listed in the provisions of section [1] of these Revised Guidelines and 
circulars issued by the Bank from time to time. 

iv. The major shareholders, members of the board of directors and the 
top management of the proposed Bureau De Change have passed 
the “fit and proper” person’s test. 

v. That the payment for the shares by the shareholders meets the 
requirements in terms of mode (no cash payment allowed), properly 
receipted and documented. 

2.7 If satisfied with the promoters’ submission above, the Bank may grant 
them an Approval-in-Principle (AIP). 

2.8 An Approval-in-Principle shall not be construed as approval to 
commence business. To proceed on the latter, a final licence is required. 

3.0 REQUIREMENTS FOR THE GRANT OF FINAL LICENCE 

Not later than six months after the grant of AIP, the promoters of a 
proposed BDC shall submit application for the grant of a final licence to 
the Governor, Central Bank of Nigeria, Abuja, with the following 
documents: 

  
[i] Evidence of payment of a non-refundable licencing fee of N1 

million (one million naira) only or any other amount as may be 
determined by the CBN from time to time. 

[ii] The names, designations and signed Curricula Vitae (CV) of the 
proposed members of the top management. 

[iii] Evidence of incorporation of the company with CAC. 
[iv] Evidence of payment of N35 million mandatory caution deposit, 

or any other amount as may be determined by the CBN from time 
to time, into a designated CBN account. 

[v] Evidence of having suitable office accommodation for the 
operation of the proposed BDC. 

[vi] Any other conditions as may be specified in the AIP letter. 

3.1 Thereafter, the Governor may grant a licence to the Bureau De Change.  

3.2 The Bank may at any time vary or review any condition of a licence or 
impose additional conditions.  
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3.3 Where a licence is granted subject to the fulfillment of certain 
conditions, the Bureau De Change shall comply with those conditions to 
the satisfaction of the CBN within such period as the CBN may specify.  

3.4 The BDC shall notify the CBN in writing of the date of commencement of 
its operation.  

4.0 FINANCIAL REQUIREMENTS 

4.1 Financial requirements, which may vary at the discretion of the CBN, are 
as follows:  
[a]Minimum paid-up share capital - N35 million 
[b]Non-refundable application fee - N100,000 
[c]Non-refundable licensing fee - N1 million 
[d]Mandatory caution Deposit  - N35 million 
[e]Non-refundable annual licensing renewal
fee [payable not later than30 days after the 
end of each calendar year] - N250,000 
[f]Non-refundable change of name fee - N100,000 

4.2  The licence shall be renewable annually subject to full compliance with 
these guidelines and payment of annual renewal fee as stipulated 
above. 

4.3  Every licenced BDC shall maintain the mandatory deposit(s) [as 
stipulated in 4.1(d) above] with the Central Bank of Nigeria as “caution 
deposit” for the purpose of paying bonafide claimants in the event of 
default or liquidation of the BDC.  Such fund shall bear interest at the 
industry savings account rate or as may be determined by the CBN from 
time to time. 

5.0  BOARD / MANAGEMENT REQUIREMENTS 

5.1 The number of directors on the board of a BDC shall be a minimum of 
three [3] and a maximum of five [5]. The appointment of directors shall 
be subject to prior approval of the CBN. 

5.1.2 Board of directors shall meet at least quarterly.  

5.1.3 An extra ordinary meeting of the Board of Directors shall be convened 
for the presentation of an Examination Report. 

5.1.4 Management staff and other senior officers of the BDC shall possess 
qualifications and experiences as set out below: 
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5.2.1 Managing Director/Chief Executive Officer 

The qualifications and experiences of the Managing Director / CEO shall 
be first degree or its equivalent in any discipline with three (3) years post-
graduation experience. 

5.2.2 Management Staff 

The minimum qualifications and experience shall be first degree or its 
equivalent in any discipline with two (2) years post-graduation 
experience. 

5.2.3 Compliance Officer 

One of the Management Staff appointed above should be designated 
as compliance officer for the purpose of ensuring compliance with all 
regulatory guidelines and circulars. 
Note: The CBN reserves the right to accept any other qualifications or 

experience that it may from time to time consider as adequate for 
a particular position in a BDC. All appointments shall be 
incompliance with the requirements of Approved Person Regime. 

5.3 Every BDC shall obtain prior approval of the CBN before changing its 
location, organisational structure, directors or management staff. 

6.0 DISQUALIFICATION AND EXCLUSION OF CERTAIN INDIVIDUALS FROM THE 
MANAGEMENT OF BUREAUX DE CHANGE IN NIGERIA  

In line with the BOFI Act (as amended), all the conditions stipulating the 
exclusion of certain individuals from the management of banks shall 
apply to the management of BDCs except with written permission of the 
Governor of the CBN. 

Note, also, that any director of a BDC whose licence is revoked as a 
result of breach of any condition upon which the licence was granted 
shall not be eligible to apply for a BDC licence. 

7.0 OPERATIONS OF BUREAUX DE CHANGE 

7.1 Every BDC in Nigeria shall deal in bank notes and coins, plastic cards and 
such other businesses as the CBN may approve from time to time. 

7.2 The foreign currencies dealt in by a BDC shall be derived from private 
sources and such other sources which may include the CBN window as 
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determined by the CBN from time to time for the purpose of funding 
Business Travel Allowance [BTA] and Personal Travel Allowance [PTA].

7.3 Any person/individual wishing to sell foreign currency above $10,000 or 
its equivalent to a BDC shall be required to disclose the source. 

7.4 Transactions shall be on spot basis (immediate settlement). For the 
avoidance of doubt, forward transactions by BDCs are not allowed. 

7.5 The maximum amount per transaction for a BDC shall be determined 
from time to time by the CBN with respect to business and personal travel 
allowances. The maximum amount currently for PTA and BTA per quarter 
is $4000 and $5000, respectively. 

7.6 Every licenced BDC shall conspicuously display its buying and selling 
rates subject to a maximum spread of 3.5% or as the CBN may determine 
from time to time.

7.8. Every Bureau De Change shall keep proper registers and other records 
of all its transactions for transparency and compliance with Anti Money 
Laundering Provisions, CBN Guidelines, Circulars or directives. 
Furthermore, a machine list or receipts showing how the amount sold to 
or bought from a customer was arrived at, should be issued by the 
Bureau De Change. 

7.9. All sales or purchases of foreign exchange shall be properly 
documented and recorded as may be required by the CBN. Such 
documents should be arranged sequentially and be made available to 
CBN and other regulatory authorities on demand. 

7.10 Purchases of foreign currencies by intending travelers shall be supported 
by their Bank Verification Number (BVN), validly issued and genuine 
travelling documents (ticket, passport, visa) and the sales receipt duly 
signed by the customer. The amount and date shall be endorsed on the 
passport. In such cases, a photocopy of the documents, forex 
endorsement page and sales receipt shall be filed in a sequential order 
by the BDC. The stamp to be adopted by BDCs should contain the 
following details: 

 FX sold……………………    Purpose…………………… 
 Value………………………. 
 Date………………………... 
  Signature………………… 
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7.11 Every BDC shall transact business at its registered office approved by the 
CBN. Any BDC that operates outside its registered office shall be 
sanctioned. 

7.12 Similarly, it shall be a ground for the revocation of Licence should any 
street trader in foreign currencies be found to have any business 
relationship with a Licenced BDC. 

7.13 Every BDC shall fix its hours of business which shall be clearly displayed in 
its office. 

7.14 Every BDC shall be required to open both domiciliary and Naira 
accounts with Authorized dealers in Nigeria and inform the CBN 
accordingly. The accounts shall be used solely for day to day operations. 

8.0 NON-PERMISSIBLE ACTIVITIES 

8.1 Engaging in off-shore business or maintaining foreign correspondence 
relationship. 

8.2 Engaging in any trade related import activities. 
8.3 Maintaining a foreign account in whatever form. 
8.4 Round-tripping of foreign exchange [currency] acquired through the 

CBN window. 
8.5 Street trading of foreign exchange. 
8.6 Carrying on capital market activities. 
8.7 Any other activity as may from time to time be termed “non-permissible” 

by the CBN. 

9.0 SUPERVISION AND MONITORING OF BUREAUX DE CHANGE 

9.1 BDCs are required to comply with all extant rules & regulations 
prescribed by the Bank, while the CBN will closely supervise and monitor 
their operations. 

9.2 The CBN shall continue to publish the list of all the licenced BDCs and 
their registered places of business periodically, for the information and 
benefit of members of the public. 

9.3 In compliance with the provisions of BOFIA as amended, every BDC shall 
render returns to the CBN in prescribed format and within the deadline 
stipulated by the CBN. 

9.4 The records of the BDCs shall be made readily available to the CBN 
examiners as and when requested. Where a BDC fails to provide the 
required records, appropriate sanctions shall be imposed. 

9.5 Every Director of BDC shall sign and execute the Code of Conduct and 
ensure strict adherence to the code. 
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9.6 Every BDC shall conspicuously display a copy of its licence, exchange 
rates and Anti-Money Laundering caution notice at its place of business. 

10.0 PROHIBITION OF BRANCH EXPANSION 

10.1 Bureau De Change is licenced as a unit institution 
10.2 No Bureau De Change shall have a branch office outside its registered 

office 
10.3 All Bureaux De Change that under the 2002 Guidelines have branches 

are required to close such branches within 90 days of the 2015 guidelines. 
 
11.0 INTERNAL CONTROL/COMPLIANCE UNITS 

Every BDC shall have an Internal Audit/Compliance Unit which shall ensure that 
the operations of the company conform with the law, rules and regulations 
issued by the Bank as well as its internal rules and regulations. 

 
12.0 ANTI MONEY LAUNDERING ACTIVITIES 

Every BDC shall have an AML/CFT policy in compliance with AML/CFT Act 2011 
for, amongst others, identification of customers using relevant means before 
carrying out a transaction or establishing a business relationship. 
A BDC shall not deal with an anonymous customer. The compliance officer 
shall ensure that there is a compliance programme, prepare suspicious 
transaction report and render returns on same to the Nigeria Financial 
Intelligence Unit (NFIU). Where there are no such transactions, a “nil return” 
shall be rendered monthly. 

13.0 APPROVAL OF AUDITED ACCOUNTS 

Every licenced BDC shall submit its audited financial statements to the Director, 
Other Financial Institutions Supervision Department of the CBN for approval, 
not later than 3 months after the end of its accounting year. 
13.1 No BDC shall publish its Audited Accounts in the Newspaper without the 

approval in writing of the CBN. 

14.0 PRESERVATION OF RECORDS 

Every licenced BDC shall keep the documents obtained from a customer for a 
period of at least six (6) years after the severance of relations with the customer 
or consummation of the transaction. 
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15.0 REVOCATION OF LICENCE 
15.1 The CBN shall revoke the licence of a BDC on any or all of the following 

grounds: 
Where the BDC or any of its directors/officers: 

15.1.1 Forges, mutilates, alters or defaces any foreign currency, or other 
instruments of exchange in the foreign exchange markets with 
intent to defraud.  

15.1.2 Engages in multiple ownership of BDCs 
15.1.3 Obtains foreign currency from any ineligible source or from an 

eligible source but in a fraudulent manner. 
15.1.4 Has been found guilty of fraudulent or dishonest practices by a 

court of competent jurisdiction. 
15.1.5 Fails to operate within six [6] months after the grant of a licence. 
15.1.6 Fails to pay all necessary fees including licence renewal fee 

within the stipulated period. 
15.1.7 Fails to render returns for three [3] consecutive months. 
15.1.8 Render false returns or sells foreign exchange on the basis of 

sham documents. 
15.1.9 Associates business –wise, with street trading in foreign 

exchange.  
15.1.10 Submits false information/data during and after the processing 

of the application for licence. 
15.1.11 Fails to comply with any guidelines, directives or circulars of the 

CBN or provisions of BOFI Act for a period of six [6] months. 
15.1.12  Engages in any other act or acts which in the opinion of the CBN 

constitutes a violation or breach of this guidelines, the BOFIA Act 
(as amended), circulars and other regulations issued by the CBN.  

15.1.13 Operates from a location other than its approved head office. 

15.2 Where the CBN believes that it is not in the national interest for the BDC 
to continue to operate, notwithstanding the provisions of paragraph 
14.1 above. 

 
16.0 CHANGE IN OWNERSHIP STRUCTURE 

Except with the prior consent of the Bank, no BDC shall enter into an 
agreement or arrangement: 

a. Which results in a change in the control or ownership of the BDC. 
b. For sale, disposal or transfer of the whole, or any part of the 

business of the BDC or its licence issued for the business of BDC 
thereof. 
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c. For the amalgamation or merger of the BDC with any other entity. 
d. For the reconstruction/restructuring of the BDC, to employ a 

management agent or to transfer its business to any such agent. 

For the avoidance of doubt, any BDC wishing to go into a merger or/and 
acquisition shall apply to the CBN for approval. 

17.0 RENEWAL OF LICENCE 

Every BDC licence shall expire on 31st December of each year and shall be 
renewed within the 30 days of the subsequent year with a non-refundable fee 
of N250,000 [two hundred and fifty thousand naira] only or at such a fee as 
may be stipulated by the Bank from time to time, subject to its operations being 
satisfactory to the Bank. 

Note that any BDC licence that has not been renewed after expiration time 
line shall be deemed to have lapsed. 

  
18.0 COMPLIANCE WITH LAWS, RULES AND REGULATIONS 

 Every BDC shall comply with the requirements of the Foreign Exchange 
(Monitoring & Miscellaneous Provisions) Act 1995, Monetary Policy Guidelines, 
the provisions of BOFI Act 2004, Money Laundering (Prohibition) Act (MLA) 2011 
as amended, rules and regulations on foreign exchange activities/business 
and other guidelines issue by the CBN from time to time. 
  
19.0 OFFENCES AND PENALTIES 

A BDC that contravenes any provision of this guideline shall be sanctioned in 
line with the penalty table (annexed) and other extant laws/regulations. 
  
20.0 AMENDMENT 

The Bank reserves the right to amend or revise the guidelines from time to time. 
 21.0 COMMENCEMENT 
This guideline shall take effect from January 1, 2016. 
 
Central Bank of Nigeria 
Abuja 
November 2015 
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Table 1: PENALTIES FOR INFRACTIONS BY BUREAUX DE CHANGE (BDCs) 

  
S/N  

  
INFRACTIONS  

  
PENALTIES  

  
REMARKS  

1  
  

Operating without a valid licence Outright closure of the institution 
and prosecution of the owners 

  

2  
  

Engaging in prohibited activities as 
contained in the guidelines 

Revocation of licence   

3  Failure to attain the prescribed minimum 
paid-up share capital within the time 
allowed 

Revocation of licence   

4  Failure to obtain the approval of the 
CBN for the appointment of new 
Directors and top management staff 

The institution to pay a fine of 
five thousand naira ( N5, 000) 
per day for the period the 
infraction subsists subject to a 
maximum of N500,000 

  

5 Non-rendition of regulatory returns A fine of five thousand naira ( 
N5,000) for each day 
outstanding subject to a 
maximum of N500,000 and if it 
continues, it would be 
suspended from bidding for a 
period of three months 

6  Late rendition of regulatory returns A fine of N5,000 for each day of 
the default subject to a 
maximum of N50,000 

  

7 Submission of false/Inaccurate 
information/report to the CBN. 

Revocation of licence

8  Failure to comply with any requirement 
of the monetary policy guidelines, 
provisions of the Banks and Other 
financial Institutions Act (BOFIA) 2004 as 
amended, as well as other circulars 
issued by the CBN 

One month suspension and if it 
persists, three months suspension 

  

9  Relocation of office without the 
approval of the CBN 

A fine of  one million naira 
(N1,000,000) 

  

10  Operation outside registered office and 
branch(es) 

Six months suspension and 
revocation thereafter if not 
rectified 

  

11  Change in ownership, take over or 
amalgamation without CBN approval  

A fine of two million naira 
(N2,000,000) and three months 
suspension 

  

11  Failure to pay annual licence renewal 
fees within 3 months  

Revocation of licence    
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12  Failure to convene a special meeting of 
the Board of Directors for the 
presentation of an Examination Report 
and failure to convey the reaction of 
the Directors to the CBN.   

A fine of One hundred thousand 
Naira (N100,000) for each month 
during which the default persists 
subject to a maximum of one 
million naira (N1,000,000).  

  

13  Failure to display relevant information 
(licence, exchange rates, AML/CFT 
caution notice)  

A fine of fifty thousand naira 
(N50,000). 

  

14  Failure by Directors to complete and 
execute the code of conduct forms.  

A warning letter to the erring  
Director, and suspension of the 
Director should the breach 
persist after one month of CBN’s 
warning.   

  

15  Non-compliance with the code of 
conduct by the Directors  

Removal of the Director from 
office  

  

16  
  

Lack of documentation on forex sales  A fine of one million naira  
(N1,000,000) and suspension of 
the BDC for a period of three 
months   

  

20  Failure to comply with the stand-alone 
policy.   

A fine of five hundred thousand 
naira (N500,000) with a warning 
letter and suspension for three 
months.   

  

21  Sale of PTA/BTA in excess of permissible 
amount within the same quarter to an 
individual  

A fine of five hundred thousand 
naira (N500,000) and suspension 
of the BDC for a period of two 
months.     

  

24  Incomplete documentation of 
customer’s identification i.e. missing 
documents  

A fine of five hundred thousand 
naira (N500,000) and suspension 
for three months  

  

25  Improper documentation of customer’s 
identification i.e. expired documents  

A fine of five hundred thousand 
naira (N500,000) and suspension 
for three months  

  

26  Falsified or inaccurate documentation 
of customer’s identification i.e. non-
alignment of data on document 

A fine of two million naira 
(N2,000,000) and suspension for 
three months 

  

27  Non adherence to the 3.5% or any 
spread approved by CBN, between 
buying and selling rates.  

Three months suspension.    

28  Multiple ownership of BDC. Revocation of licence (s) of the 
affected BDCs. 

  

29  Inability to locate the BDC at its 
registered office 

Six months suspension and 
revocation thereafter if not 
rectified. 
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1.0 INTRODUCTION 

Following the introduction in 2010 of a new banking model which replaced the 
universal banking model, and the issuance of the Revised  Code of Corporate 
Governance for Banks and Discount Houses in Nigeria, the CBN, in its 
determination to ensure that only “fit and proper persons” are approved for 
appointment to board and top management positions in banks and other 
financial institutions, reviewed its circular referenced FPR/DIR/CIR/GEN/01/016, 
dated June 21, 2011 on “Assessment Criteria for Approved Persons’ Regime For 
Financial Institutions” in Nigeria. 

In view of the above, the conditions specified in these guidelines are minimum 
requirements for candidates occupying or intending to occupy the under-
listed board and senior/top management positions. in Nigerian banks, discount 
houses, development finance and other financial institutions. 

 
1.1 OBJECTIVE 

The objective of this document is to provide a broad framework for assessing 
a person’s capacity as “fit and proper” for the position for which he is being 
considered.

1.2 SCOPE AND APPLICABILITY 

These guidelines shall apply to commercial banks (Regional, National and 
International), merchant banks, non-interest banks, primary mortgage banks, 
discount houses, development finance and other financial institutions under 
the purview of the CBN.

  
2.0 CRITERIA FOR ASSESSING PROPRIETY 

Fitness tests assess the competence of candidates for board, top 
management and critical operational positions and their capacity to fulfill the 
responsibilities of their positions while propriety tests assess their integrity and 
suitability.  

In assessing a candidate’s integrity and suitability, elements to be considered 
include:   

 
1. Breach of Sections 19 (1) (a) and 44(now 48) of Banks and Other Financial 

Institutions Act (BOFIA) Cap. B3, Laws of the Federation of Nigeria 2004, 
where such a candidate is or has been:  
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a. of unsound mind or as a result of ill- health is incapable of carrying 
out his duties; or  

b. declared bankrupt or suspends payments or compounds with his 
creditors including his bankers; or  

c. convicted of any offence involving dishonesty or fraud; or  
d. guilty of serious misconduct in relation to his duties; or   
e. disqualified or suspended from practicing his profession; or  
f. a director of a financial institution or any candidate directly 

involved in the management of a financial institution under the 
purview of the CBN which has been wound up by the Federal High 
Court;  

 And whether:  
2. the candidate is or has been the subject of any proceedings of a 

disciplinary or criminal nature, or has been notified of any impending 
proceedings or any investigation, which might lead to such proceedings. 
However, this provision will not apply where a person involved in such 
proceedings has been exonerated;  

3. such appointment would result in conflict of interest thus contravening the 
provisions of section 19 (2) and (3) of BOFIA Cap. B3, Laws of the 
Federation of Nigeria 2004;   

4. the candidate, or any business in which he has controlling interest or 
exercises significant influence, has been investigated, disciplined, 
suspended or criticized by a regulatory or professional body, a court or 
tribunal, whether publicly or privately;  

5. the candidate  has been the subject of any justified complaint relating to 
regulated activities;  

6. the candidate has been dismissed, asked to resign from employment or 
from a position of trust, fiduciary appointment or similar position because 
of questions about his honesty and integrity;  

7. the candidate has ever been disqualified under BOFIA or CAMA or any 
other legislation or regulation, from acting as a director or serving in a 
managerial capacity;  

8. the candidate deliberately misled (or attempts to mislead) by act or 
omission, a client, the institution and/or the regulators;  

9. the candidate deliberately falsified documents to mislead a client, the 
institution and/or regulators;  

10. the candidate has deliberately failed to inform the client, institution 
and/or regulator, without reasonable cause, of the fact that their 
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understanding of a material issue is incorrect, despite being aware of their 
misunderstanding;  

11. the candidate had deliberately failed to disclose the existence of falsified 
documents;  

12. the candidate has deliberately prepared inaccurate or inappropriate 
records or returns.  

  
3.0 CRITERIA FOR ASSESSING FITNESS (COMPETENCE AND CAPABILITY) 

To assess the competence of candidates for board and top management 
positions, their capacity to fulfill the responsibilities of their positions and their 
ability to understand the technical requirements of the business, the CBN shall 
take into account all relevant considerations, including but not limited to 
factors listed against each of the positions.    

Furthermore, the financial institution shall conduct an assessment of the fitness 
and propriety of its board/top management staff biennially or any other period 
as may be specified by the CBN. Performance on the job shall be an integral 
part of this assessment.     

Candidates will be expected to meet the general guidelines under section 4.0 
as well as the relevant fitness requirements specified either under any of the 
sub-sections of section 5.0 or 6.0.     

Where candidates are deficient or fail the fitness test, they will be allowed a 
period of two years within which to undergo training to remedy the deficiency. 
However, if the candidate is unable to fulfill the requirements under this 
guidelines after two years of failing the test, he/she may be required to 
relinquish his/her board/top management appointment.    

  
4.0 GENERAL GUIDELINES FOR ALL FINANCIAL INSTITUTIONS 

The financial institution is required to:   

• submit a completed “Approved Persons Regime” questionnaire to be 
administered by the CBN;  

• provide a satisfactory status report from the candidate’s last place of 
work. not later than six months after engagement;  

• satisfy the CBN that he/she is able to meet personal financial 
obligations/commitments on a continuous basis and demonstrate 
satisfactory discharge of fiduciary responsibilities;   
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• provide three reference letters, two of which must be from the last 
place of work, in the last five years and from persons not below the rank 
of a director. For Non- Executive Directors, the three reference letters 
should be from individuals of reputable standing in the country (e.g. 
civil servants of grade level 15 and above or their equivalents in the 
armed forces or Police, senior clergymen, fellows of professional bodies 
such as ICAN, CIBN, etc.). Where the appointee is a representative of 
an overseas technical partner, financier or agency, a reference letter 
from the home country financial sector regulator or any other person  
of reputable standing (as stated above) in that jurisdiction will suffice; 
and  

• Ensure that Non-Executive Directors undergo directors' training at the 
institution's expense, aimed at acquiring or having the prerequisite 
knowledge of their responsibilities and duties as the institution’s non-
executive directors.  

  
5.0 FITNESS REQUIREMENTS FOR BANKS, DISCOUNT HOUSES AND 

DEVELOPMENT FINANCE INSTITUTIONS 

The fitness requirements for appointment to board and top management 
positions in the above financial institutions are as stated below: 

5.1 Managing Director 

• A minimum of first degree or its equivalent in any discipline plus a higher 
degree or professional qualification in any business related discipline.   

• Candidates must also have a minimum of 20 years post-graduation 
experience, out of which at least 15 must have been in the banking 
industry and, at least 2 as DMD/ED, with responsibility in several areas of 
banking operations including business development and customer 
relationship management. 

For Non-interest banks, the candidates should in addition to the above possess 
requisite knowledge and experience/training in Islamic banking and finance. 

5.2  Deputy Managing Director/Executive Directors 

• A minimum of first degree or its equivalent in any discipline plus a higher 
degree or professional qualification in any business related discipline. 

• Candidates must also have a minimum of 18 years post-graduation 
experience, out of which at least 13 must have been in the banking 
industry and, at least 2 as General Manager. Evidence of experience 



649 
 

in several areas of banking operations including business development 
and customer services management. A Deputy Managing 
Director/Executive Director must have served for a minimum of two (2) 
years for him/her to be qualified for appointment as a Managing 
Director. 

For Non-interest banks, the candidates should in addition to the above possess 
requisite knowledge and experience/training in Islamic banking and finance. 

5.3 General Manager 

• A minimum of first degree or its equivalent in any discipline plus a 
relevant higher degree or professional qualification. 

• Candidates must also have a minimum of 15 years post-graduation 
experience, out of which at least 12 must have been in the banking 
industry and at least 2 as Deputy General Manager. Evidence of 
experience in at least three (3) major areas of banking operations. 

For Non-interest banks, the candidates should in addition to the above possess 
requisite knowledge and experience/training in Islamic banking and finance. 

5.4 Deputy General Manager 

• A minimum of first degree or its equivalent in any discipline plus a 
relevant higher degree or professional qualification. 

• Candidates must also have a minimum of 15 years post-graduation 
experience, out of which at least 10 must have been in the banking 
industry and at least 2 as Assistant General Manager. Evidence of 
experience in at least three (3) major areas of banking operations. 

For Non-interest banks, the candidates should in addition to the above possess 
requisite knowledge and experience/training in Islamic banking and finance. 

5.5 Assistant General Manager 

• A minimum of first degree or its equivalent in any discipline plus a 
relevant higher degree or professional qualification. 

• A minimum of 15 years post-graduation experience, out of which at 
least 10 must have been in the banking industry, and at least 3 years on 
senior manager or equivalent position. 

• Evidence of experience in at least three (3) major areas of banking 
operations. 

For Non-interest banks, the candidates should in addition to the above possess 
requisite knowledge and experience/training in Islamic banking and finance. 
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5.6 Non-Executive Directors 

Without prejudice to the provisions of the Code of Corporate Governance, 
candidates must possess: 

a. A first degree or its equivalent in any discipline plus membership of any 
other relevant and recognized professional institute; 

b. A minimum of eight (8) years post- graduation experience; 
c. Proven skills and competencies in their fields; 
d. Knowledge of the operations of banks/development finance 

institutions/discount houses and relevant laws and regulations guiding 
the financial services  industry; and 

e. Ability to interpret financial statements and  make meaningful 
contributions to board deliberations; 

In considering nominees with limited academic/professional qualifications and 
industry experience, the CBN shall take into account the following:  

i. Direct involvement of the nominee in an established business enterprise 
with total assets of not less than N300million. 

ii. The quality of courses and seminars attended in the last five 
(5) years prior to his nomination. The size, scope and complexity of the 
institution; 

iii. The relevant experience and qualifications of other Board members; 
iv. The existence and number of Independent Directors on the Board;  
v. An assurance that the proposed director(s) would be exposed to 

accelerated training over a short period of time; and 
vi. Assignment of responsibilities commensurate with their experiences. 

  
5.7 Independent Directors 

a. Independent Directors shall be appointed in accordance with:  
i. The CBN’s Circular of October 26, 2007 titled “Guidelines for the 

Appointment of Independent Directors”; 
ii. The “Revised Code of Corporate Governance for Banks and 

Discount Houses in Nigeria” of May 25, 2014; 
iii. Section 257(1) of the Companies and Allied Matters Act 

(CAMA), 1990 as amended;  
iv. Any other relevant law, rules and regulations issued from time to 

time by the CBN. 
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b. In particular, an Independent Director shall be a member of the 
Board of Directors who has no direct material relationship with the 
financial institution or any of its officers, major shareholders, 
subsidiaries and affiliates; a relationship which may impair the 
director’s ability to make independent judgments or compromise 
the director’s objectivity in line with Corporate Governance best 
practices. 

c. An Independent Director shall not:  
i. beyond his services on the Board of a financial institution, 

provide financial, legal and/or consulting services to the  
institution or its subsidiaries/affiliates or had done so in the 
preceding 5 years;   

ii. be a current or former employee who had served in the 
financial institution in the past and none of his immediate 
family members should be an employee or former staff of the 
financial institution at the top management level in the 
preceding 5 years;   

iii. borrow funds from the financial institution, its officers, 
subsidiaries and affiliates;   

iv. be part of management, executive committee or board of 
trustees of an entity, charity or otherwise, supported by the 
financial institution;   

v. serve on the Board of a subsidiary or affiliate of the financial 
institution.    

d. An Independent Director shall have:  
i. sound knowledge of the operations of listed companies, the 

relevant laws and regulations guiding the industry,  
ii. a minimum academic qualification of first degree or its 

equivalent with not less than 10 years of relevant working 
experience.   

iii. proven skills and competencies in their fields.   
e. In addition, the requirements for Non-Executive Directors stated 

above shall apply.  
f. For Non-interest banks, at least one of the independent directors 

should preferably be an expert in Islamic Commercial 
Jurisprudence (Fiqh Mu’amalat)   

Notwithstanding the requirements stated above, the CBN may at its discretion, 
approve or disapprove the appointments of candidates under special 
circumstances.  
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6.0  FITNESS REQUIREMENTS FOR OTHER FINANCIAL INSTITUTIONS (OFIs)   

The fitness requirements for appointment of the under-listed Board and top 
management positions in other financial institutions are as stated below:  

6.1   PRIMARY MORTGAGE BANKS (PMBs)  

6.1.1 Managing Director/Executive Directors   
• A minimum of first degree or its equivalent in any discipline (additional 

qualification in any business related discipline would be an 
advantage);  

• A minimum of 15 years post-graduation experience, out of which, at 
least 10, must have been in the financial services industry and at least 
5, at the senior/top management level.  

6.1.2 Top Management (Departmental Heads)  
• A minimum of first degree or its equivalent in any discipline (additional 

qualification in any business related discipline would be an 
advantage);  

• A minimum of 10 years post-graduation experience out of which, at 
least, 5 must have been in the financial services industry and at least, 2 
at the senior/top management level;    

6.1.3 Non-Executive Directors   
Without prejudice to the provisions of the Code of Corporate Governance, 
candidates must possess:  

• A first degree or its equivalent in any discipline;  
• A minimum of 5 years post-graduation experience;   
• Proven skills and competencies in their fields;   
• Knowledge of the operations of the financial institution and relevant 

laws and regulations guiding the financial services industry;  
• Ability to interpret financial statements and make meaningful 

contributions to board deliberations;   
Notwithstanding the requirements stated above, the CBN may at its discretion, 
approve or disapprove the appointments of candidates under special 
circumstances.   
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6.2   MICROFINANCE BANKS (MFBs)   

6.2.1 Managing Director/Executive Directors   
•  A minimum of first degree or its equivalent in any discipline (additional 

qualification in any business related discipline would be an 
advantage);   

• Evidence that the candidate possesses proven skills and competences 
in practical microfinance banking and has undergone the 
microfinance Certification Programme and obtained a Certificate in 
Microfinance Banking issued by the Chartered Institute of Bankers of 
Nigeria (CIBN);  

• A minimum of 8 years post-graduation experience out of which, at 
least, 5 must have been in financial services industry and at least, 3 at 
the senior management level;  

For Non-interest MFBs, the candidates should in addition to the above possess 
requisite knowledge and experience/training in Islamic banking and finance.  

6.2.2 Top Management (Departmental Heads)   
• A minimum of first degree or its equivalent in any discipline (additional 

qualification in any business related discipline would be an 
advantage).   

• Evidence that the candidate possesses proven skills and competences 
in practical microfinance banking and has undergone the 
microfinance Certification Programme and obtained a Certificate in 
Microfinance Banking issued by the Chartered Institute of Bankers of 
Nigeria (CIBN).   

• A minimum of 5 years post-graduation experience out of which, at 
least, 4 must have been in financial services industry and at least, 2 at 
the senior management level.  

• For Non-interest MFBs, the candidates should in addition to the above 
possess requisite knowledge and experience/training in Islamic 
banking and finance.    

6.2.3 NON-EXECUTIVE DIRECTORS   
Without prejudice to the provisions of the Code of Corporate Governance, 
candidates must satisfy the requirements specified under the following 
categories of MFBs:  

a) Unit MFBs  
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• No academic qualification is required. However, at least two (2) 
members of the board of directors other than the executive 
management shall be required to have a minimum of three (3) years 
financial services industry experience.  

b) State MFBs  
• At least two (2) of the non-executive directors shall possess a first 

degree or its equivalent in any discipline.  
• A minimum of five (5) years post-graduation experience.   
• Proven skills and competencies in their fields.   
• Knowledge of the operations of the financial institution and relevant 

laws and regulations guiding the financial services industry.  
• Ability to interpret financial statements and make meaningful 

contributions to board deliberations 

c) National MFBs  
• More than 80% of the non-executive directors shall have first degree or 

its equivalent in any discipline.   
• A minimum of five (5) years post-graduation experience.   
• Proven skills and competencies in their fields.   
• Knowledge of the operations of the financial institution and relevant 

laws and regulations guiding the financial industry.  
• Ability to interpret financial statements and make meaningful 

contributions to board deliberations.  

For non-interest banks, at least one (1) director should have 
knowledge/training in Islamic commercial jurisprudence (Fiqh Mu’amalat).  
Notwithstanding the requirements stated above, the CBN may at its discretion, 
approve or disapprove the appointments of candidates under special 
circumstances.  

  
6.3   FINANCE COMPANIES (FCs)   

6.3.1 Managing Director/Executive Directors   
•  A minimum of first degree or its equivalent in any discipline (additional 

qualification in any business related discipline would be an 
advantage);   

• A minimum of 8 years post-graduation experience, out of which, at 
least, 5 must have been in the financial services industry and at least, 3 
at the senior management level;  
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6.3.2 Top Management (Departmental Heads)  
• A minimum of first degree or its equivalent in any discipline (additional 

qualification in any business related discipline would be an 
advantage);  

• A minimum of 5 years post-graduation experience out of which, at 
least, 4 must have been in financial services industry and at least, 2 at 
the senior management level.   

6.3.3 Non-Executive Directors   
Without prejudice to the provisions of the Code of Corporate Governance, 
candidates must possess:  

• A first degree or its equivalent in any discipline;   
• A minimum of five (5) years post-graduation experience;   
• Proven skills and competencies in their fields;   
• Knowledge of the operations of the financial institution and relevant 

laws and regulations guiding the financial services industry;  
• Ability to interpret financial statements and make meaningful 

contributions to board deliberations.  

Notwithstanding the requirements stated above, the CBN may at its discretion, 
approve or disapprove the appointments of candidates under special 
circumstances.  

  
6.4  BUREAUX DE CHANGE (BDCs)   

6.4.1  Managing Director/Chief Executive Officer    
i. A minimum of first degree or its equivalent in any discipline;    
ii. A minimum of three (3) years relevant post-graduation experience. 

6.4.2 Senior Management Officers/Managers  
i. A minimum of first degree or its equivalent in any discipline   
ii. A minimum of two (2) years relevant post-graduation experience.  
iii. Any person with any other qualifications or experience that may be 

considered adequate by the CBN can hold any of the positions in 
4.4.1 or 4.4.2 within the institution.  

   
7.0 SIGNIFICANT SHAREHOLDERS FOR ALL FINANCIAL INSTITUTIONS  

Any investor with a shareholding of 5% and above in any Financial  
Institution in Nigeria shall:   
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• be of good character, honest, reputable and reliable;   
• have financial resources sufficient to meet commitments on a 

continuing basis as they become due, including outstanding 
obligations;  

• ensure adequate control of financial risks on a continuing basis;  
• certify that the funds used in the acquisition of the shares were not 

borrowed from within the banking system or are the proceeds from 
money laundering and/or any criminal activity;  

• not have been indicted in the failure or mismanagement of any 
financial institution;  

• fulfill all the conditions stipulated in the propriety principles;  
• attend an oral interview with the CBN;  
• complete an “Approved Persons Regime” questionnaire to be 

administered by the CBN;  
• provide three reference letters from individuals of reputable 

standing in the country.  
  

8.0  NOTES  

8.1 The CBN at its discretion may use any available information in addition to 
those provided by financial institutions and/or candidates, to assess the 
fitness or propriety of a person.  

8.2 In addition to the general fitness and propriety requirements for Board and 
top management positions stated in these guidelines, any director or top 
management staff performing any of the control functions stated in the 
‘Competency Framework for the Nigerian Banking Industry’ must meet the 
specific requirements of that function as outlined in the Framework.  

8.3 The provisions of these guidelines represent the minimum requirements 
which banks and other financial institutions shall comply with. 
Consequently, banks and other financial institutions are encouraged to 
aspire to higher standards.  

8.4 Where the provision(s) of the guidelines or frameworks issued to banks or 
other financial institutions conflict(s) with the provision(s) of these 
guidelines, the provision(s) of these guidelines shall prevail.  

  
9.0  EFFECTIVE DATE  

These guidelines supersede our circular on ‘Assessment Criteria for  
Approved Persons’ Regime for Financial Institutions’ issued on June 21, 2011 
and shall take effect from 1st January, 2016. 



657 
 

CENTRAL BANK OF NIGERIA 

QUESTIONNAIRE FOR MAJOR SHAREHOLDERS AND APPOINTEES TO BOARD AND 
MANAGEMENT POSITION IN BANKS AND OTHER FINANCIAL INSTITUTIONS IN 
NIGERIA  

This questionnaire is designed to elicit information which would enable the CBN 
ascertain your propriety as a major shareholder or member of the board/top 
management in the institution. You are, therefore, required to answer every 
question that relates to you honestly and where applicable, provide evidence 
to support your answer. Please note that the CBN would periodically request 
you to attend a performance review interview.   

  

A. BIODATA   
1. Name of Institution ……………………………………………..…….  

2. Name of the appointee/major shareholder……………..……..  

3. Please specify your relationship with the institution ……...….  

4. Current employment …………………………………………….……  

5. Occupation…………………………………………………………….….  

6. Date of birth………………………………………………………………  

7. Place of birth……………………………………………………………..  

8. Nationality ………………….…………………………………………….  

9. Entry/resident permit (foreigners)………………………………..  

10. Parental history………………………………………………………….  

 

B. COMPETENCE AND CAPABILITY   
1. Give details of educational institutions attended, academic and 

professional qualifications obtained with dates, in the format below:  

(Please attach evidence)  

S/N Educational  
Institution/Professional Body  

Academic/  
Professional  
Qualification(S)  

Dates  
From  To  
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2. Give your Employment history in the format below:  

 
S/N  Name(s) 

and 
address(es) 
of  
Employer(s)  

Dates  Position(s) 
Held  

Duties  Reason(s)  
for 
leaving  

Two (2) 
Referees from 
your former 
employer(s)  
  

From  To  

               

               

               

               

 

If not in employment, please give your business history in the format below:  

S/N  Name(s) and 
address(es) of 
Company 
(ies)  

Type(s) of 
business 
(es)  

Dates  Position(s) 
Held  

Two (2) Referees  

From  To  

             

             

 

C. HONESTY, INTEGRITY, AND REPUTATION  
1. Have you at any time been charged or convicted of any offence 

(civil/criminal) or otherwise found liable by a tribunal whether in Nigeria 
or elsewhere? If so, please, give details of the charge and if convicted, 
the date(s) of conviction(s), particulars of the offence and the penalty 
(ies) imposed………………………………………………………………………… 
…………………………………………………………………………………………..
.………………………………………………………………………………………….
..………………………………………………………………………………………… 

 

2. Have you ever been required to give evidence in any trial or 
proceedings involving fraud, dishonesty or similar matters, whether in 
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Nigeria or elsewhere other than as an expert witness? If yes, please give 
details.  

.............................................................................................................................

.............................................................................................................................

.............................................................................................................................

..................................................................................................... 

3. Has any suit ever been brought against you in your personal capacity or 
against anybody corporate, partnership, society or any other business 
undertaking to which you are connected as a shareholder, partner, 
director or manager? If yes, please give details of the circumstances 
and, if not pending, how it was resolved?  

…………………………………………………………………………………………
…………………………………………………………………………………………
…………………………………………………………………………………………
……………………………………………………………………………… 

4. Have you ever been denied membership of any professional body or 
entry to any profession or vocation whether in Nigeria or elsewhere? If 
yes, please give details:  

........................................................................……………………………………. 

…………………………………………………………………………………………
…………………………………………………………………………………………
………………………………………………………………………………… 

5. Have you ever been dismissed, requested or advised to resign or 
suspended from any office or employment whether in Nigeria or 
elsewhere? If yes, please give details:  

…………………………………………………………………………………………
…………………………………………………………………………………………
…………………………………………………………………………………………
………………………………………………………………………………………… 

6. Has there been any civil action in court or petition by anybody against 
you to any regulator in pursuance of personal debts or other obligations 
whether in Nigeria or elsewhere? If yes, please give details:  

…………………………………………………………………………………………..

……..……………………………………………………………………………………
…..………………………………………………………………………………………
……………………………………………..……………………………………………
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7. Give the details of all your local and foreign bankers, including the    
names and numbers of personal and business accounts maintained 
over the past six years in the format below: 

Local    

S/N  Bank  Address  Acct. 
Name  

Acct. 
No.  

Bank 
Ver. No.  

Date 
Opened  

              

              

              

              

 

Foreign   

S/N  Bank  Address  Acct. Name  Acct. No.  Date Opened  

           

           

           

           

 

8. Have you any immediate relative (spouse, children, siblings, in-laws etc.) 
who holds a top management position (AGM and above) or significant 
shares (5% and above) in the institution to which this questionnaire 
relates or in any entity affiliated to it? If so, please state the nature of the 
relationship and other details:   

………………………………………………………………………………………….. 

…………………………………………………………………………………………
…………………………………………………………………………………………
…………………………………………………………………………………………
………………………………………………………………………………………… 
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9. Has any loan or credit facility (or part thereof) extended to you by any 
financial institution/lending agency been restructured, renegotiated, 
provisioned against or been a subject of write-off or forgiveness for 
reasons of non-payment by you? If so, please, provide full details of the 
debts, the circumstances surrounding the action and the current status:  

………………………………………………………………………………………… 

…………………………………………………………………………………………
…………………………………………………………………………………………
………………………………………………………………………………………… 

10. Please list below and give details of all the societies, clubs, associations 
and groups (organized and unorganized) either in school or thereafter, 
which you are or have been a member: 
……………..……………………………………………………………………………

…………………………………………………………………………………………..

…………………………………………………………………………………………..

11. Have you ever been accused, convicted or been a subject of an 
investigation panel set up for the purpose of examination malpractice, 
unethical practices, money laundering or other moral misconduct? If 
yes, please, provide the details:  

…………………………………………………………………………………………
………………………………………………………………………………………… 

………………………………………………………………………………………… 

………………………………………………………………………………………… 

12. Provide any other information (if any), that would be of relevance to the 
CBN in determining your suitability or otherwise, for the 
appointment/position:  

………………………………………………………………………………………… 

…………………………………………………………………………………………
…………………………………………………………………………………………
………………………………………………… 

D. FINANCIAL SOUNDNESS AND /OR SOLVENCY  

You are please required to attach the following to this questionnaire:  

1. A statement of your net worth comprising assets (in Nigeria and abroad) 
at current values and total liabilities as at the date of appointment, which 
must be accompanied by a sworn affidavit. The statement would be 
presented in the format below:   
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 S/N  DESCRIPTION  CURRENT  

VALUE (N)  

DATE  

i.  Cash      
ii.  Land and Buildings     
iii.  Factory and other 

Enterprises  
   

iv. Vehicles, Boats and other 
means of Transport  

v.  Household Furniture     
vi.  Government Securities     
vii.  Investments (shares, 

debentures and other 
securities)   

   

viii.  Any other assets. (Please 
specify)  

   

ix.  Total Assets (i-viii)     
x.  Total liabilities (as at date 

of appointment)  
   

 

2. Your bankers’ declaration that you are not in any way indebted to them. 
If you are, the outstanding amount of the debt(s) should be stated clearly 
indicating it’s (their) performance status (whether performing or 
nonperforming) and whether it (they) is (are) adequately secured or not 
as well as the nature and type of security (ies) offered.    

3. A copy of your tax clearance certificate for the last three years.  

4. Any other information that could assist the CBN in determining your 
financial stability.  

 

E. MISCELLANEOUS   

1.  Is any of the under-listed member (s) of your family, connected persons 
and/or company (ies) in any relationship with the institution to which this 
questionnaire relates? If yes, please state the nature of relationship and 
other details?  

• Spouse  
• Children  

• Siblings  
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• In-laws  

• Key Employees  

• Related Companies   

 

2. Are you a serving Director or top management staff? If yes, Please state 
your first appointment date and your last interview and/or recertification 
date.  

…………………………………………………………………………… 

………………………………………………………………………………………
………………………………………………………………………………………
……………………………………………………… 

3. Please state the number of board meetings you have attended since 
your appointment in the following format:  

Year Number of meetings attended      

  ………..………………………………………..……….…………………… 

  ….……………………………………….…………………………………… 

.…………………………………………………………..………………… 

4. What percentage of the financial institution’s shares do you directly 
and/or indirectly own?  

………………………………………………………………………………………..…
………………………………………………………………………………………..…
…………………………………………………………………………………………
………………………………………………..  

5. Have you been employed by an audit firm that assigned you to work on 
this institution’s financial statements during the last two years? If yes, 
please state the name of the audit firm:  

…………………………………………………………………………………………
…………………………………………………………………………………………
…………………………………………………………………………………………
……………………………………………… 
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Declaration by the appointee  

 

I……………………………………………………………………………………………here
by declare that the answers to the above questions are true and that I am fully 
aware that any concealment, provision of false or misleading information 
aimed at influencing the approval of my appointment will constitute a breach 
of Section 60 of BOFIA, 1991, as amended.    

 

I therefore, affirm that the information supplied above (including the 
attachment) are to the best of my knowledge, true and where any of it is 
discovered to be false, I should be disqualified from the appointment being 
sought and subsequent appointments by any financial institution under the 
purview of the CBN. In addition, I should be prosecuted for false declaration in 
line with the laws of the Federal Republic of Nigeria.  

Signature of Appointee/Major Shareholder:  

……………………………………………………………………………………… 

  

Date ………………………………………………………………………………………  

  

In the presence of (Managing Director of requesting institution):  

  

……………………………………………………………………………………… 

  

……………………………………………………………………………………… 

  

……………………………………………………………………………………… 

  

Date ……………………………………………………………………………………….. 
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FPR/DIR/CIR/GEN/05/013 October 7, 2015 

CIRCULAR TO ALL BANKS AND OTHER FINANCIAL INSTITUTIONS 
GUIDELINES ON THE MANAGEMENT OF DORMANT ACCOUNTS AND OTHER 
UNCLAIMED FUNDS BY BANKS AND OTHER FINANCIAL INSTITUTIONS IN NIGERIA 

Further to the Exposure Draft on the “Guidelines for the Management of 
Dormant Accounts” dated February 16, 2015, the CBN after reviewing and 
incorporating comments from various stakeholders, issues the following 
“Guidelines on the Management of Dormant Accounts and Other Unclaimed 
Funds by Banks and Other Financial Institutions in Nigeria”. 

Templates for the rendition of Quarterly Returns to Banking Supervision 
Department or Other Financial institutions Supervision Department of the CBN, 
as appropriate may be downloaded here: www.cbn.gov.ng/QDAR.xlsx 

KEVIN N. AMUGO 
DIRECTOR, FINANCIAL POLICY AND REGULATION DEPARTMENT 

http://www.cbn.gov.ng/QDAR.xlsx
http://www.cbn.gov.ng/QDAR.xlsx
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GUIDELINES ON THE MANAGEMENT OF DORMANT ACCOUNTS AND 
OTHER UNCLAIMED FUNDS BY BANKS AND OTHER FINANCIAL 

INSTITUTIONS IN NIGERIA 
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considered  "unclaimed"  if  if it  has  been  in  the  possession  of  the  bank  for  0   
period  of  six  six months  after  becoming  due  and  no  claim  has  been  made  by  
the  owner  of  the  fund.  Such  fund  shall  similarly  similarly be  moved  into  a  suspense  
account.  

6 6. LlMITATtONS/SCOPE  LlMITATtONS/SCOPE LlMITATtONS/SCOPE OF  THE THE GUIDELINES  
The  following  categories  of  accounts are excluded  from  the  Guidelines:  

a.  Savings accounts:  Provided  that  such  accounts  are  not  'hybrid accounts'.  
which have features of both current and savings accounts. Bonks are, 

however.  expected  to  institute  controls  consistent  with  their  internal  
policies  when  a  savings  account  becomes  inactive  to  prevent  such  
accounts  from being  used  for  fraudulent  purposes.  

b.  Government-owned  accounts.  
c.  All  individual  accounts that  are  subject  of  litigation  and/or  fraud.  

Individual  accounts  include  sale  trader.  partnership.  trust  account,  solicitor  
client  account,  etc.  

7. Sanctions 

Sanctions  for contravention  of  the  provisions  of  the  Guidelines  shall  be  imposed  
on  quarterly  basis  under Section  60 60  of  the  BOFIA  BOFIA as  amended.  

The  Guidelines  shall  take effect  from  October  7 7.  2015 .  

FINANCIAL  FINANCIAL FINANCIAL POLICY  POLICY &  REGULATION  REGULATION DEPARTMENT  
CENTRAL  CENTRAL CENTRAL BANK  BANK BANK OF  NtGERtA 
ABUJA  

OCTOBER  OCTOBER OCTOBER 7 .  2015 2015  

7 
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GUIDELINES ON THE OPERATION OF GROUP STRUCTURE BY 
MERCHANT BANKS IN NIGERIA 

 

 

 

BY 

 

 

 

CENTRAL BANK OF NIGERIA 

ABUJA 

 

 
 

 

 

AUGUST 2015 
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1.0   INTRODUCTION   

The CBN’s Scope, Conditions and Minimum Standards for Merchant Banks 
Regulation No. 02 of 2010, permits merchant banks to provide specialized 
services such as issuing house activities, underwriting, asset management, 
proprietary trading in debts and equities as well as custodial services. Available 
information to the CBN indicates that efforts by the merchant banks to carry 
on these activities have been constrained by the provisions of Section 188 of 
the Investment and Securities Act (ISA), 2007, and SEC Rules, which require 
such activities to be undertaken by separate entities incorporated specifically 
for the purpose.    

To address this challenge, Section 5 (1) of the CBN Regulation 3 on the Scope 
of Banking Activities and Ancillary Matters No. 3 of 2010, is hereby amended to 
include Sub-section (1) (e) to read, thus: “Such a related enterprise is a 
subsidiary set up by a merchant bank for the purpose of carrying on capital 
market and asset management activities”.  

This amendment takes immediate effect, and is expected to place merchant 
banks in the position to leverage on the opportunities inherent in the capital 
market to mobilize long-term funds for economic development.   

2.0  CONDITIONALITIES  

The following conditions shall apply to banks carrying on merchant banking 
activities through subsidiaries:  

2.1  Lending  

All lending activities between a merchant bank and its subsidiary shall be 
conducted on acceptable commercial terms, at arm’s length and in a 
transparent manner. In addition, the following shall apply:  

i. Any lending between a merchant bank and its subsidiary shall attract 
100 per cent Risk Weight (if fully secured) but where such is not secured, 
the lending shall be a deduction from the capital of the parent 
company in the computation of its capital adequacy ratio.  

ii. The parent merchant bank shall not take a loan or any credit facility on 
the security of the capital of its subsidiaries.  

iii. Any loan by a subsidiary to the parent (merchant bank) shall be 
regarded as a return of capital and shall accordingly be deducted from 
the capital of the bank in computing its capital adequacy or other 
prudential ratios.  
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iv. No merchant bank shall hold contingent liabilities in respect of its 
subsidiary which exceed 20 per cent of the bank’s shareholders’ funds 
unimpaired by losses.   

v. Where the subsidiary of a merchant bank sponsors, manages, advises, 
organizes or floats an instrument or investment fund, the parent 
company shall not be eligible to subscribe to, extend any credit in 
whichever form or purchase any asset from such fund.  

vi. No transaction, class of transaction, or an activity by a merchant bank 
shall be deemed to be permitted, if it would:  

a. Result in material conflict of interest between the bank and its 
clients, customers, or counterparties;  

b. Give rise to material exposure by the bank to “high-risk assets” or 
“highrisk strategies”; 

c. Constitute a threat to the safety and soundness of the bank; or  

d. Pose a threat to financial stability.  

2.2  Investment  

All investment-related activities between a merchant bank and its subsidiary 
shall be guided as follows:   

i. No merchant bank shall acquire or hold equity capital of any undertaking, 
except pursuant to:  

a. Sections 21(1) and 22(1)(c) of Banks and Other Financial    Institutions 
Act ; or  

b. Section 5 of the Regulation on the Scope of Banking Activities & 
Ancillary Matters, No. 3 of 2010, as amended. ii. No subsidiary of a 
merchant bank shall acquire or hold shares in the merchant bank or 
in other subsidiaries of the merchant bank.   

iii. No subsidiary or associate of a merchant bank shall acquire controlling 
interest in any other undertaking, except with the prior approval of the 
CBN.   

iv. Notwithstanding the provisions of Section 2.2(iii) above, any subsidiary 
acting as a nominee may acquire or hold shares of any undertaking on 
behalf of its clients.  

2.3  Intra-Group Transactions  

All intra-group transactions between a merchant bank and its subsidiary shall 
be guided as follows:   
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i. All transactions or business relationship between a merchant bank and  
any of its subsidiaries shall be  conducted at arm’s length;  

ii. Where shared services are provided within a merchant banking group, 
such shall be done at arm’s length.   

iii. Transactions in respect of shared services, and the basis for allocating 
the cost thereof, shall obtain the consent of Board of Directors of the 
subsidiary.  

iv. There shall exist a signed Service Level Agreement between the 
merchant bank and its subsidiaries in respect of shared services.  

v. The following broad services may be provided by a merchant banking 
group, subject to CBN prior approval:  

i. Human Resources policy;  

ii. Risk Management policy;  

iii. Internal Control policy;  

iv. Compliance policy; and  

v. Any other services as may be approved by the CBN from time to 
time.  

2.4  General Prohibition   

No subsidiary of a merchant bank shall carry on any business that the parent is 
not permitted to undertake under the CBN extant regulations.    

3.0   OVERSIGHT  

The oversight function of merchant banks on their subsidiaries shall be based 
on activities of the subsidiaries and the complexities of such activities. In this 
regard, merchant banks are expected to engage relevant, knowledgeable 
and experienced staff for the envisaged activities of subsidiaries.   
 
4.0 REPORTING  

Merchant banks shall forward to the Director of Banking Supervision on a 
quarterly basis forward, activity reports on subsidiaries, including the 
management accounts of such subsidiaries. This shall comprise, among 
others, statement of profit or loss and comprehensive income and the 
statement of financial position. Where any of the above statements 
contains a schedule or breakdown, such shall, equally, be provided.  
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1.0 INTRODUCTION 

An essential governance structure and element of regulatory oversight for 
institutions offering non-interest (Islamic) financial services is the establishment 
of an advisory body at the level of the Central Bank to provide assurance that 
the strategic direction and conduct of financial transactions of Non-Interest 
(Islamic) Financial Institutions (NIFIs) are in compliance with the rules and 
principles underpinning their operations. 

Section 9.1 of the CBN Guidelines for the Regulation and Supervision of 
Institutions Offering Non-Interest Financial Services in Nigeria provides for the 
establishment of an advisory body at the CBN on Islamic banking and finance. 
The body shall be called the Financial Regulation Advisory Council of Experts 
(FRACE). The Council shall advise the CBN on matters relating to Islamic 
commercial jurisprudence for the effective regulation and supervision of NIFIs 
in Nigeria. 

Pursuant to that Section, this Guidelines have been developed and issued to 
guide the operations and activities of the FRACE. It sets out the membership, 
composition, qualification, duties and responsibilities of the FRACE among 
others. 

2.0 OBJECTIVES 

The Guidelines is to: 
a. Set forth the composition of the FRACE and the minimum qualification 

of its members; 
b. Define the duties and responsibilities of the Council and its members; 
c. Define the working relationship between the FRACE and the individual 

Advisory Committees of Experts (ACE) of NIFIs; and 
d. Outline a code of conduct for members of the FRACE. 

 
3.0  ESTABLISHMENT OF THE FRACE 

3.1. The FRACE shall be established as an expert advisory organ to advise the 
CBN on matters of Islamic commercial jurisprudence as they relate to the 
operations of NIFIs. Members of the FRACE shall be appointed on a part-
time basis. 
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4.0  MEMBERSHIP OF THE FRACE 

4.1 Appointment 

The appointment of members of the FRACE shall be for a term of two (2) years, 
renewable subject to satisfactory performance. 

4.2 Composition 

The FRACE shall comprise a minimum of five (5) members. The Special Adviser 
to the Governor on Non-Interest Banking shall be a member, while the Director, 
Financial Policy and Regulation Department shall serve as the Secretary 

4.3  Qualification 

4.3.1 A member of the FRACE shall be an individual and not a corporate body 
or institution; 

4.3.2  A member shall at a minimum possess required   knowledge, expertise 
and experience in the field of Islamic Jurisprudence with specialization 
in the field of Islamic Commercial Jurisprudence. 

4.3.3 A member should also demonstrate: 
(i) Knowledge in the philosophy of Islamic law, 
(ii) Knowledge of written and spoken Arabic as well as English languages 

and 
(iii) Exposure in the field of business, economics or finance especially 

Islamic Finance. 

4.4 Disqualification 

A member of the FRACE shall be disqualified and cease to serve as a member 
if he/she: 

i. Is found to be of unsound mind or is incapable of carrying out his/her 
duties as a result of ill-health or 

ii. Is declared bankrupt or suspends payments or compounds with his/her 
creditors including his/her bankers; or 

iii. Is convicted of any offence involving dishonesty or fraud by a court of 
competent jurisdiction; or 

iv. Commits  serious misconduct in relation to his/her duties; or 
v. Fails to attend 75% of the meetings of the FRACE in a year without 

satisfactory reasons ; or 
vi. Has his/her appointment with a NIFI or any other financial institution 

terminated or has been dismissed for reason of gross misconduct, fraud 
or dishonesty; 
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vii. Is disqualified or suspended from practicing his profession in Nigeria by 
the order of any competent authority made in respect of the person 
where he/she is a member of a professional body. 
 

5.0 RESTRICITIONS ON FRACE MEMBERSHIP 

The following restrictions shall apply in respect of membership of the FRACE: 

a. A member of the FRACE shall not be a member of the Advisory 
Committee of Experts (ACE) of any institution under the regulatory 
purview of the CBN. 

b. A member of the FRACE shall not be a member of the Board of Directors 
or Executive Management of any NIFI under the regulatory purview of 
the CBN. 

c. No member of FRACE shall be a staff of any NIFI under the supervisory 
purview of the CBN. 

d. A member of FRACE shall not take up appointment as a member of an 
ACE of a NIFI under the supervisory purview of the CBN within the first 
two (2) years of his/her ceasing to be a FRACE member. 

6.0 DUTIES AND RESPONSIBILITIES OF THE FRACE 

6.1 The FRACE shall have the following duties and responsibilities: 

i. Give expert opinion and assistance on non interest (Islamic) banking and 
finance matters referred to it by the CBN; 

ii. Give expert opinion and assistance on non interest (Islamic) banking and 
finance matters referred to it by other regulatory agencies in the 
Nigerian financial system, which shall include but not limited to: the 
Nigeria Deposit Insurance Corporation (NDIC), the Securities and 
Exchange Commission (SEC), the National Insurance Commission 
(NAICOM), the National Pension Commission (PENCOM) and Debt 
Management Office (DMO); 

iii. Endorse and validate application documents for new products and 
services, advert materials etc from NIFIs to ensure that they comply with 
the provisions of Islamic commercial jurisprudence; 

iv. Provide written juristic opinion of Islamic jurisprudence in respect of new 
non-interest (Islamic) financial products and instruments developed by 
the CBN or referred to it by the CBN or other regulatory bodies in the 
Nigerian financial system; 



717 
 

v. Resolve differences of opinion arising between different Advisory 
Committee of Experts (ACEs) of NIFIs and between members of the same 
ACE; 

vi. Resolve disputes arising between the Boards of Directors and 
ACEs of NIFIs; 

vii. Provide final juristic opinion on issues of compliance with the principles 
of Islamic commercial jurisprudence in the field of economics and 
finance; 

viii. Shall be responsible and accountable for all juristic decisions, opinions 
and views provided by it; 

ix. Assist or advise related parties to the Central Bank and other financial 
regulatory agencies on non-interest (Islamic) banking and finance 
matters upon request; 

x. Provide support to the Central Bank of Nigeria in respect of questions or 
queries that may be raised regarding the Shariah compliance of 
financial products, instruments and institutions; 

xi. Study Islamic jurisprudence-related problems facing relevant institutions 
and stakeholders of the financial sector and give expert opinion on 
them; 

xii. Screen prospective ACE members for confirmation of their appointment 
by the CBN; 

xiii. Represent the Bank in relevant multilateral institutions of which the CBN 
is a member in committees and working groups that are related to the 
field of expertise of the FRACE; and 

xiv. Carry out any other duties assigned to it by the Management of the CBN 
from time to time 

6.2 The FRACE shall hold regular meeting based on the exigency of requests 
from the NIFIs and other regulatory agencies. 

 
7.0 RESPONSIBILITIES OF THE CBN TOWARDS THE FRACE 

For the FRACE to effectively discharge its duties and responsibilities, the CBN 
shall: 

i. Refer issues of Islamic commercial jurisprudence relating to non-
interest(Islamic) financial institutions, products and services to the FRACE 
for advice; 

ii. Ensure that ex-ante approval of new non-interest (Islamic) financial 
products and services contains due appraisal and validation of the 
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FRACE for compliance with principles of Islamic commercial 
jurisprudence;  

iii. Provide the FRACE with sufficient support for continuous professional 
development it requires to perform its duties effectively; 

iv. Provide the FRACE access to all relevant documents and required 
resources to perform its duties; and 

v. Remunerate members of the FRACE commensurate with their expected 
duties and responsibilities. 
 

8.0 REPORTING RELATIONSHIP 

The FRACE shall report to the Governor through the FRACE Secretariat 
domiciled in the Financial Policy and Regulation Department. 

9.0 RELATIONSHIP BETWEEN THE FRACE AND NIFIs’ ADVISORY COMMITTEES OF 
EXPERTS 

As provided by Section 8.2 of the CBN Guidelines for the Regulation and 
Supervision of Institutions Offering Non-Interest (Islamic) Financial Services in 
Nigeria, each institution shall establish an Advisory Committee of Experts. The 
decision of each Committee as regards product validation is subject to 
ratification by the FRACE. 

In a situation of divergence of opinion on a matter between an individual ACE 
and the FRACE, the opinion of the FRACE shall prevail. 

10.0 FRACE ANNUAL REPORT 

The FRACE shall prepare an annual report of its activities to the Governor 
before the end of the first quarter of the subsequent year. 

11.0 CODE OF CONDUCT 

The FRACE shall in the discharge of its duties, be guided by the principles of 
independence, competence, confidentiality and consistency as outlined in 
the Islamic Financial Services Board (IFSB) Standard on Guiding Principles of 
Shariah Governance Systems for Institutions Offering Islamic Financial Services 
(IFSB-10) and other relevant regulations. 
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GUIDELINES ON THE GOVERNANCE OF ADVISORY COMMITTEES OF EXPERTS FOR 
NON-INTEREST (ISLAMIC) FINANCIAL INSTITUTIONS IN NIGERIA  

1. INTRODUCTION  

Compliance with the principles of Islamic Commercial Jurisprudence is a 
critical element of non interest (Islamic) banking and finance. A framework for 
ensuring such compliance is therefore imperative for strengthening the 
regulatory and supervisory oversight of the industry and nurturing a pool of 
competent experts in this field.  

Consequently, all institutions offering non-interest (Islamic) financial services 
under the purview of the Central Bank of Nigeria (CBN), herein designated as 
Non-Interest Financial Institutions (NIFIs) in Nigeria are hereby required to 
establish an advisory body as part of their governance structure to be known 
as “Advisory Committee of Experts” (ACE).  

In recognition of the foregoing, the CBN have developed the following 
guidelines for the appointment, duties and responsibilities of the Advisory 
Committees of Experts of NIFIs.  

To effectively play its role, the ACE shall operate as an independent body, with 
the principles of competence, integrity, confidentiality and consistency 
properly enshrined in its operations. It is expected that an independent ACE 
will engender public confidence, thereby promoting the growth and 
development of the industry.   

2. OBJECTIVES  

This Guidelines aims to:  
(a) Set out the rules, regulations and procedures for the establishment 

and operations of the Advisory Committee of Experts of a NIFI;  
(b) Define the role, scope of duties and responsibilities of the 

Committee and its members towards the NIFI;   
(c) Define the role, scope of duties and responsibilities of the NIFI 

towards the ACE;  
(d) Outline the functions relating to Shariah review and audit 

processes and  
(e) Define the working relationship between the ACE and the CBN’s 

Financial Regulation Advisory Council of Experts (FRACE).  
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3. SCOPE   

This Guidelines shall be applicable to all licensed NIFIs. The reference to NIFIs 
for the purpose of this Guidelines means:   

i. Full-fledged non-interest (Islamic) bank or full-fledged non-interest 
(Islamic) banking subsidiary of a Financial Holding Company 
(Holdco);  

ii. Full-fledged non-interest (Islamic) merchant bank   
iii. Full-fledged non-interest (Islamic) microfinance bank;  
iv. Non-interest (Islamic) branch or window of a conventional bank;  
v. A development bank regulated by the CBN offering non-interest 

(Islamic) financial services;  
vi.  A primary mortgage bank licensed by the CBN to offer non-

interest (Islamic) financial services and  
vi. A finance company licensed by the CBN to provide non-

interest (Islamic) financial services.  

  
4. ESTABLISHMENT OF ADVISORY COMMITTEE OF EXPERTS   

All licensed NIFIs shall establish an Advisory Committee of Experts to be 
approved by the CBN.  
 
5. MEMBERSHIP OF ACE  

5.1 Appointment   

The Board of Directors of a NIFI shall appoint members of the ACE subject to 
the approval of CBN. The appointment shall be for a renewable term of four 
years subject to a maximum of three terms.  

5.2 Qualification  

  5.2.1 A member of ACE shall:  
i.  Be an individual and not a corporate body or institution;  
ii.  At a minimum, have an academic qualification or possess 

necessary knowledge, expertise or experience in the sciences of 
Shariah with particular specialisation in the field of Islamic 
Commercial Jurisprudence (Fiqh al Mua'amalat).   

5.2.2 In addition to the requirement in 5.2.1 above, it is desirable for the 
member to possess the following:  
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 Skills in the philosophy of Islamic Law (Usul al Fiqh);   
 Good knowledge of written and spoken Arabic as well as 

English Language, basic knowledge in the areas of business 
or finance especially Islamic Finance.  

5.3 Composition  

5.3.1 For the effective functioning of the ACE, its composition shall consist of a 
minimum of three (3) members.   

5.3.2 The ACE may engage the services of consultant(s) or officer(s) of the NIFI 
who have expertise in the field of business, economics, law, accounting 
or any other field that will assist it in making informed judgment on the 
compliance of banking and financial products and services to the 
principles of Islamic Commercial Jurisprudence. Such 
consultant(s)/officer(s) may attend meetings of the ACE but shall not take 
part or exercise voting rights in giving a Shariah legal opinion or verdict 
by the ACE.  

5.4 Confirmation of Appointment of ACE Members  

A formal request for the confirmation of the appointment of members of the 
ACE shall be submitted to the CBN in writing. The request shall be 
accompanied by detailed Curriculum Vitae, as well as, copies of credentials 
of each nominee and a copy of the resolution of the board of directors of the 
NIFI approving the appointment.  

5.5 Disqualification  

5.5.1 Members of the ACE shall be persons of acceptable reputation, 
character and integrity. The CBN reserves the right to disqualify any 
member or proposed member who fails to meet the requirements 
prescribed in this Guidelines or any other requirement(s) as may be 
determined by the CBN from time to time  

5.5.2  No person shall be appointed or remain a member of an ACE who:-  
• Is of unsound mind or as a result of ill-health is incapable of 

carrying out his/her duties;   
• Is declared bankrupt or suspends payments or compounds with 

his/her creditors including his/her bankers;   
• Is convicted by a court of competent jurisdiction of any offence 

involving dishonesty or fraud;   
• Is guilty of serious misconduct in relation to his/her duties;   
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• Fails to attend 75% of the meetings of the ACE in a year without 
satisfactory excuse;  

• In the case of a person possessing professional qualification, is 
disqualified or suspended (except on his own request) from 
practicing his profession in Nigeria by the order of any competent 
authority made in respect of the person personally.  

5.5.3 No person who has been a member of an ACE, director of or directly 
concerned in the management of a NIFI or any other financial institution 
which failed or was wound up by a court of competent jurisdiction shall, 
without the express authority of the CBN act or continue to act as an ACE 
member of any other NIFI.  

5.5.4 Any person whose appointment with a NIFI or any other financial 
institution has been terminated or who has been dismissed for reason of 
gross misconduct, fraud, dishonesty or conviction for an offence involving 
dishonesty or fraud shall not be appointed by any other NIFI in Nigeria as 
an ACE member.  

5.5.5 Where a member of an ACE becomes unfit to hold such appointment as 
provided in this Guidelines and/or in the letter of approval from the CBN, the 
NIFI shall terminate the appointment of the ACE member.  

 
5.6 Resignation, Termination and Dismissal  

A NIFI shall notify the CBN with immediate effect of any resignation, termination 
of appointment or dismissal of a member of the ACE. The notice shall state the 
reason(s) for such resignation/termination or dismissal.   

 
6.0 RESTRICTIONS ON ACE MEMBERSHIP  

The following restrictions shall apply in respect of the membership of an ACE:  
i  No one individual shall belong to more than one ACE of financial 

institutions under the supervisory purview of the CBN belonging to 
the same category.   

ii.  A member of an Advisory Committee of Experts in a bank or 
financial institution under the supervisory purview of the CBN shall 
not be a member of the Financial Regulatory Advisory Council of 
Experts (FRACE).   

iii A member of the ACE of a NIFI shall not be a member of the board 
of directors of the same institution.  
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iv No member of the ACE of a NIFI shall be an executive 
management staff, or significant shareholder of the NIFI. 

 
7.0  DUTIES AND RESPONSIBILITIES OF THE ACE   

7.1 It shall be the duty and responsibility of the ACE to:  

• Be accountable for all Shariah decisions, opinions and views 
provided by it;  

• Advise the NIFI's board and management on jurisprudence-related 
matters so as to ensure the institution's compliance with principles of 
Islamic Commercial Jurisprudence at all times;  

• Review and endorse policies and guidelines related to the principles 
underpinning non-interest (Islamic) finance. This shall include a 
periodic review of products and services to ensure that operational 
activities and transactions of the institution are made in accordance 
with those principles.  

• Endorse and validate relevant documents for new products and 
services to ensure that they comply with the principles of Islamic 
Commercial Jurisprudence. These include:   

i. Terms and conditions contained in forms, contracts, 
agreements or other legal documentation used in 
executing the transactions; and   

ii. The product manual, marketing materials, sales 
illustrations and brochures used to describe the product 
or service.  

• Ensure that the necessary ex-post considerations are observed after 
the product offering stage, namely the internal Shariah review 
processes and Shariah compliance reporting. This is in order to 
monitor the NIFI's consistency in compliance with the principles of this 
model and effectively manage Shariah non-compliance risk that 
may arise over time.  

• Assist or advise related parties to the NIFI, such as its legal counsel, 
external auditors or other consultants on Islamic jurisprudence-
related matters upon request;  

• Provide written Shariah opinion to the NIFI in respect of new products 
and other issues referred to it;  

• Provide support to the NIFI in respect of questions or queries that may 
be raised regarding the compliance of its products to the principles 
of the model including queries from consumers of the NIFI’s products  
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• Issue recommendations on how the NIFI could best fulfill its social role 
as well as promote non-interest banking and finance;  

• Provide checks and balances to ensure compliance with the 
principles of Islamic Commercial Jurisprudence;  

• Assist the internal audit of the NIFI on Shariah Compliance Audit; and 
• Carry out any related duties assigned to it by the NIFI.  

 
8.0 DUTIES AND RESPONSIBILITIES OF NIFIs TO THE ACE  

To ensure the smooth functioning of the ACE, a NIFI shall: -  
 
(i) Refer all Islamic Commercial Jurisprudence issues to the ACE  

The NIFI shall refer all issues on Islamic Jurisprudence in its business operations 
to the ACE for advice and decision. The submission for advice or decision shall 
be made in a comprehensive manner for effective deliberation by the 
Committee. This shall include transaction(s) dynamics, supporting documents 
and other relevant information  
 
(ii) Implement the ACE’s advice and decision  

The NIFI shall be responsible for implementing the ACE’s advice and decisions.  
 
(iii) Ensure that product documents are validated  

The NIFI shall obtain validation of the ACE relating to Shariah issues in all 
product documentations.  
 
(iv) Prepare a Shariah Compliance Manual  

The NIFI shall prepare a Shariah Compliance Manual which shall be endorsed 
by the ACE. The Manual shall provide general guidelines on the operational 
procedures of the ACE as well as a code of ethics and conduct for its 
members. The NIFI shall ensure that adequate systems are in place to monitor 
compliance with the code.  
 
(v) Provide the ACE access to all relevant documentation    

The NIFI shall provide the ACE with the necessary assistance and access to all 
relevant records, transactions, manuals or other information that it may require 
to perform its duties.   
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(vi) Provide the ACE with required resources  

The NIFI shall provide the ACE with required financial resources, independent 
expert consultation, reference materials, training and development or any 
other support the ACE may require to perform its duty effectively. 

(vii) Remunerate the members of the ACE   

The Board of the NIFI shall determine the remuneration of ACE members. The 
remuneration shall be commensurate with the expected duties and functions 
of the Committee.  

 
9.0 REPORTING RELATIONSHIP  

9.1 The ACE shall report to the Board of Directors of the NIFI and have a dotted 
reporting line relationship to the MD/CEO. All cases of non-compliance 
with the principles of non-interest (Islamic) banking shall be recorded and 
reported to the Board by the ACE, and it shall recommend appropriate 
remedial measures. In cases where Shariah non-compliance is not 
effectively or adequately addressed or no remedial measures were taken 
by the NIFI, the ACE shall inform the CBN.  

9.2 In the case of conflict of opinion among members of the ACE concerning 
a Shariah ruling, the board of directors of the NIFI shall refer the matter to 
the FRACE, which shall have the final authority on the matter.  

 
10.0  REPORT OF THE ACE   

10.1 The Board and Management of a NIFI shall ensure that the decisions and 
opinions of the ACE are documented, issued and disseminated to all 
stakeholders appropriately.   

10.2 The ACE shall also issue an annual report which complies with the 
Accounting and Auditing Organization of Islamic Financial Institutions 
(AAOIFI) Governance Standard (No.1) regarding the basic elements of 
an ACE report. The NIFI shall also publish the ACE report in its annual 
financial report.  

 
11.0  INDEPENDENCE OF THE ACE  

11.1 The independence of the ACE shall be observed at all times for it to play 
its oversight role over the NIFI without undue influence, especially from the 
management of the NIFI.   
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11.2 Members of the ACE shall not have such relationships with the NIFI, its 
related companies or officers that could interfere or be reasonably 
perceived to interfere with the exercise of independent judgment in the 
best interest of the NIFI.  

11.3 The management of a NIFI has an obligation to provide the ACE with 
complete, accurate and adequate information in a timely manner before 
all meetings and on an ongoing basis in order for the ACE to fulfill its 
responsibilities.   

11.4 The ACE shall have independent access to the NIFI's internal Shariah 
control/review officer/unit/department to check whether internal control 
and compliance are being appropriately followed.  

 
12.0  COMPETENCE OF MEMBERS OF THE ACE  

12.1 Members of the ACE shall at all times demonstrate the competence and 
ability to understand:  

• the technical requirements of the business;  

• the inherent risks in the business; and  

• the management processes required to conduct its operations 
effectively with due regard to the interest of all stakeholders.  

12.2 The NIFI shall facilitate continuous professional development of members 
of the ACE as well as the officer(s) of the internal Shariah control/review 
organ of the institution.  

12.3 The NIFI shall specify and adopt a process for formal assessment of the 
effectiveness of the ACE and of the contribution of each ACE member 
to its effectiveness. The process should also identify relevant gaps to 
enable appropriate training and exposure for the ACE members.  

13.0  CONFIDENTIALITY AND CONSISTENCY  

13.1 Internal and privileged information obtained by the ACE in the course of 
its duties shall be kept confidential at all times and shall not be misused.   

13.2 Notwithstanding the above, the ACE shall not be liable for breaching the 
confidentiality and secrecy principle if the sensitive information is reported 
to the CBN in good faith for corrective actions, in the performance of its 
duty in reporting serious breaches of Shariah by the NIFI or in compliance 
with the order of a court of competent jurisdiction.  
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13.3  ++The NIFI shall ensure that the ACE follows a structured process in making 
Shariah decisions in such a way as to ensure quality and consistency of 
the decisions and their proper documentation and disclosure.   

13.4 The NIFI shall ensure that the ACE adopts a well-defined and documented 
process for changing, amending or revising any Shariah 
pronouncements/resolutions issued by it. Appropriate and timely 
disclosure by the NIFI shall be made to all stakeholders and/or the public 
whenever the ACE and/or its members depart from or revise any of its 
Shariah pronouncements/resolutions.   

 
14.0 INTERNAL SHARIAH COMPLIANCE UNIT  

14.1 All NIFIs are required to have a dedicated Internal Shariah Compliance 
Unit comprising officer(s) with appropriate qualifications and experience 
in Islamic Commercial Jurisprudence and conventional finance to serve 
as the first point of reference for Shariah compliance issues. The unit may 
also serve as the secretariat to the ACE.  

14.2 The appointment and removal of members of the ACE secretariat shall be 
appropriately carried out by the management of the NIFI in consultation 
with the ACE.  

 
FINANCIAL POLICY & REGULATION DEPARTMENT   
CENTRAL BANK OF NIGERIA, ABUJA   
FEBRUARY 20, 2015. 
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1.0  INTRODUCTION   

The Central Bank of Nigeria (CBN) repealed the Universal Banking 
Guidelines and introduced a New Banking Model in 2010 as part of 
strategic initiatives to reposition the Nigerian banking system on the path of 
sustainable viability.  

The New Banking Model permits banks/banking groups to retain non-core 
banking businesses by evolving into a non-operating Holding Company 
(HoldCo) structure. Under this Model, a non-operating HoldCo is expected 
to hold equity investment in banks and non-core banking businesses in a 
subsidiary arrangement. This arrangement seeks to ring-fence depositors' 
funds from risks inherent in non-core banking businesses.   

A financial holding company shall be a source of financial strength to the 
subsidiaries. In serving as a source of financial strength to its subsidiaries, a 
financial holding company shall maintain financial flexibility and 
capitalraising capabilities for supporting its subsidiaries. It shall also stand 
ready to use available resources to augment capital funds of its subsidiaries 
in periods of financial stress or adversity.   

This Guidelines, issued in exercise of the powers conferred on the CBN under 
the Central Bank of Nigeria Act, 2007(CBN Act) and the Banks and Other 
Financial Institutions Act, Cap B3, Laws of the Federation of Nigeria, 2004 
(BOFIA), complements CBN Regulation on the Scope of Banking Activities 
and Ancillary Matters, No 3, 2010 and is intended to facilitate understanding 
of the requirements for the adoption and operations of a financial holding 
company in Nigeria. It covers the definition and structure of a financial 
holding company, licensing requirements, ownership and control, 
corporate governance, permissible and non-permissible activities, 
prudential regulation, as well as supervision.   

The Guidelines shall be read in conjunction with the provisions of the CBN 
Act, the BOFIA, other subsidiary legislations made under the Acts, as well as 
written directives, notices, circulars, frameworks and other guidelines that 
the CBN and other regulators in the financial services sector have issued or 
may issue from time to time.  
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2.0  DEFINITION AND STRUCTURE OF FINANCIAL HOLDING COMPANY    

2.1     Definition   

Pursuant to Extraordinary Gazette No. 38 of December 29, 2011, a financial 
holding company is a company whose principal object includes the 
business of a holding company set up for the purpose of making and 
managing (for its own account) equity investment in two or more 
companies, being its subsidiaries, engaged in the provision of financial 
services, one of which must be a bank. For the purpose of this Guidelines, 
“bank‟ means commercial, merchant or specialized bank.  

2.2    Non-Operating   

A financial holding company is non-operating where it exists solely to carry 
out investment in approved subsidiaries without engaging in the day-to-
day management of same.  
2.2.1 A financial holding company shall be a body corporate registered 
with the Corporate Affairs Commission (CAC) as a company and licensed 
by the Central Bank of Nigeria. It shall have a board size of between 7 and 
12 directors.  

2.3    Structure   

2.3.1 For any financial holding company structure to emerge, there shall be 
at least, two subsidiaries and the focus of the conglomerate shall be in the 
financial services sector.  

2.3.2 The type of HoldCo permitted under the new banking model is the 
financial holding company (FHC) structure as defined in Section 2.1 of this 
Guidelines.   

2.3.3 A financial holding company is permitted to have only two hierarchies 
(parent and intermediate financial holding companies). Given the 
permissible level of hierarchies, a Nigerian financial holding company may 
have a subsidiary which is a parent to another subsidiary (intermediate 
financial holding company). Where such subsidiary is locally based, the 
relevant regulator shall have responsibility for its supervision. Where the 
subsidiary is overseas, the relevant regulator shall seek a Memorandum of 
Understanding (MoU) with the host regulator for its joint supervision.  

2.3.4 A financial holding company may acquire controlling interest in any 
permissible financial institution, subject to prior approval of the CBN. Where 
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the target company is outside the supervisory purview of CBN, the prior 
approval of the relevant regulator will also be required.  

2.3.5 Where a subsidiary of the financial holding company outside the 
purview of the CBN is acquiring another subsidiary similarly outside the 
purview of the CBN, the Holdco shall notify the CBN before the acquisition 
is consummated. Evidence of prior approval of the relevant sector 
regulator shall accompany the notification.  

2.3.6 A financial holding company that elects to change to monoline 
commercial or merchant banking shall seek the prior approval of the CBN.   

Such financial holding company shall submit along with its request for approval 
the following:   

• Annual audited financial statements of the immediate past three years 
under the arrangement/structure it seeks to discontinue;   

• Divestment plan from subsidiaries; and   
• Any other requirements as may be determined by the CBN from time to 

time.  
  

2.3.7 Where an institution elects to adopt a financial holding company or 
any other structure under the new Banking Model, such a structure shall not 
be reversible until that institution has operated under the approved 
structure for a minimum of three years.  

2.4 Excise of a Banking Subsidiary from a financial holding company Group  

The CBN may, by order, direct a financial holding company to divest from 
its banking subsidiary where, in the opinion of the CBN, the financial holding 
company is being run in a manner that is detrimental to the interest of 
depositors and/or other stakeholders of the banking subsidiary.   

 
3.0      LICENSING REQUIREMENTS   

The promoters of financial holding company shall be required to submit a 
formal application for the grant of a financial holding company licence 
addressed to the Governor of the Central Bank of Nigeria. Licensing process 
shall be in two phases: Approval-in-Principle and Final Licence.   

Financial Holding Companies that had been licensed prior to the issuance 
of this Guidelines need not apply for a new licence.  



740 
 

3.1  Requirements for grant of Approval-In-Principle (AIP)  

The application shall be accompanied with the following:  

3.1.1 A non-refundable application fee of N2,000,000 (Two Million Naira 
Only)or such other amount that the CBN may specify from time to 
time; payable to the Central Bank of Nigeria by bank draft or through 
electronic transfer;  

3.1.2 Evidence of meeting the prescribed minimum paid-up capital as 
defined in Section 7.1 of the Guidelines subject to the satisfaction of 
the CBN;   

3.1.3 Detailed business plan or feasibility report which shall, at a minimum, 
include:    

a. Objectives of the financial holding company and those of the 
subsidiaries it intends to establish/acquire;  

b. Justification for applying for the financial holding company;  
c. Ownership structure in a tabular form indicating the name of 

proposed investor(s), profession/business and their percentage 
shareholdings;   

d. Bio-data/resume of proposed investors;   
e. Indication of sources of funding of the proposed equity 

contribution for each investor;   
f. Where the source of funding the equity contribution is a loan, it 

shall be a long-term facility of, at least, a 7-year tenor, and shall 
not be obtained from the Nigerian banking system;   

g. Corporate Governance Charter of the financial holding company 
stating the roles and responsibilities of the board and its sub-
committees, among other things;  

h. Criteria for selecting board membership;  
i. Detailed resumes of directors and Board composition;  
j. Fit and Propriety Questionnaire and Declaration executed by the 

prospective investors, directors and management personnel;  
k. List of identified top/senior management staff (AGM and above) 

and detailed resumes stating their qualifications, experiences, 
records of accomplishment, amongst others;  

l. A schedule of services to be rendered by the financial holding 
company;  

m. Five-year financial projection on the operations of the financial 
holding company indicating expected growth and profitability, 
and details of the assumptions that form the basis of the financial 
projection; 
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n. Details of Information Technology (IT) facilities proposed to be 
deployed; and  

o. A corporate group structure with shareholding percentage by the 
financial holding company in each of the subsidiaries and their 
principal businesses and registered Head offices.  

3.1.4 A written and duly executed undertaking by the promoters that the 
financial holding company will be adequately capitalized for the 
volume and character of its business at all times, and that the 
financial holding company shall always submit itself to the supervisory 
authority of the CBN as an OFI.  

3.1.5 For regulated foreign institutional investors, the CBN shall require a “no 
objection letter‟ from the regulatory body of the home country.  

3.1.6 Shareholders agreement providing for disposal/transfer of shares as well 
as authorization, amendments, waivers, reimbursement of expenses, etc.  

3.1.7 Statement of intent to invest in the financial holding company.  
3.1.8 Technical Services Agreement (TSA), where applicable.  
3.1.9 Draft copy of the company‟s Memorandum and Articles of 

Association (MEMART). At a minimum, the MEMART shall contain the 
following information:  

a) Proposed name of the financial holding company  
b) Object clause  
c) Subscribers to the MEMART  
d) Procedure for amendment  
e) Procedure for share transfer or disposal  
f) Appointment of directors  

3.1.10 where the promoters of a financial holding company are corporate 
investors, the CBN shall require them to forward the following 
additional documents:  
a) Certificate of Incorporation;  
b) Board resolution supporting the company's decision to invest in 

the equity shares of the proposed financial holding company;  
c) Names and addresses (business and residential) of owners, 

directors and their related companies, if any;  
d) Audited financial statements & reports of the company and Tax  

Clearance Certificate for the immediate past 3 years; and  
e) Certified true copies of the company’s forms CAC2 and CAC7.  

3.1.11 any other document/information that the CBN may require from time 
to time. If satisfied with the application of the promoter(s), the CBN shall 
grant an Approval in Principle (A.I.P)  
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3.2 Requirements for granting a final licence  

Not later than six (6) months after obtaining the A.I.P, the promoters of a 
proposed financial holding company shall submit an application to the 
CBN for the grant of a final licence. The application shall be accompanied 
with the following:  

3.2.1 Non-refundable licensing fee of N10,000,000.00 (Ten Million 
Naira only), or such other amount that the CBN may specify from 
time to time, payable to the Central Bank of Nigeria by bank 
draft or by electronic transfer.  

3.2.2 Evidence of payment of capital contribution by each shareholder.   
3.2.3 Certified true copy (CTC) of Certificate of Incorporation of the 

financial holding company.  
3.2.4 CTC of MEMART.   
3.2.5  CTC of Form CAC2 Allotment of shares.  
3.2.6  CTC of Form CAC7 particulars of directors.  
3.2.7   Evidence of location of Head Office (rented or owned) for the take-

off of the financial holding company business.   
3.2.8  Schedule of changes, if any, in the Board, Management and 

significant shareholding since the grant of AIP.  
3.2.9   Evidence of ability to meet technical requirements and modern 

infrastructural facilities such as office equipment, computers, 
telecommunications, etc to perform financial holding company 
operations and meet CBN and other regulatory requirements.  

3.2.10 Copies of letters of offer and acceptance of employment in 
respect of the top management team.  

3.2.11 Organizational structure, showing functional units, responsibilities, 
reporting relationships and grade (status) of heads of 
departments/units; and  

3.2.12 Board and staff training programme.  
  
3.3  Requirements for commencement of operations  

The financial holding company shall inform the CBN of its readiness to 
commence operations and such information shall be accompanied with 
one copy of each of the following:  

i.  Shareholders‟ Register;  
ii.  Share certificate issued to each investor;  
iii. Enterprise Risk Management Framework 

(ERMF);  
iv.  Internal control policy;   
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v. Minutes of pre-commencement board meeting;  
vi. Opening statement of affairs signed by directors and auditors; and  
vii. Date of commencement of operations.  
  

3.4  Post commencement requirements  

A financial holding company shall:  
 

3.4.1 Comply with all guidelines and regulations issued by the CBN, other 
sector regulators and relevant extant laws.  

3.4.2 Maintain adequate accounting system and keep records that 
capture all information which reflect the financial condition of the 
financial holding company.   

3.4.3 Ensure that it and all its subsidiaries are adequately capitalised at all 
times.  

    

4.0  CORPORATE GOVERNANCE   

The following provisions are designed to strengthen the governance structure 
of financial holding company:  

a. The board shall include at least an individual who is well-versed in the 
practice and theory of each segment of the companies within the 
Group.  

b. Appointment to the board and management positions shall be in line 
with the requirements of the Approved Persons Regime or any other 
regulation issued by the CBN from time to time.  

c. Regulations on the disqualification of board and management 
currently applicable to banks shall, also, apply to financial holding 
companies.  

d. A financial holding company shall:  

i. Comply with the provisions of any code of corporate 
governance issued by the CBN for institutions under its purview 
and demonstrate evidence of the existence of competent and 
independent board with capacity to provide oversight on 
internal controls and risk management practices.  

ii. Comply with the provisions of the Securities and Exchange 
Commission (SEC) Code of Corporate Governance for Public 
Companies and Listed Entities in Nigeria.   

iii. Include its audited financial statements among the contents of 
its website.   
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4.1  Ownership and Control   

a. Prior approval of the CBN shall be obtained for any shareholding of 
5.0 per cent and above or any change in ownership which results in 
change in control of a financial holding company. Provided that 
where such shares are acquired through the secondary market, the 
financial holding company shall apply for approval from the CBN 
within seven (7) days of the acquisition.   

b. Subsidiaries of a financial holding company are prohibited from 
acquiring shares in the financial holding company.    

c. Subsidiaries are prohibited from acquiring shares of other subsidiaries 
of their parent holding company. For the purpose of sub-sections (b) 
and (c) of this section, “subsidiaries” include those of intermediate 
holding companies.  

d. Notwithstanding the provisions of 4.1 (b) & (c), a subsidiary acting as 
a nominee is at liberty to invest in any financial holding company on 
behalf of its clients.   

e. Where a financial holding company loses control in the only, or all 
the banking subsidiaries in the group for a period exceeding six 
consecutive months, the financial holding company shall cease to 
be a financial holding company and will be required to return its 
licence to the Central Bank of Nigeria for cancellation.   

f. Where a financial holding company that has only two subsidiaries 
loses its controlling interest in either of the subsidiaries, for a period 
that exceeds six consecutive months, the financial holding company 
shall cease to be a financial holding company and will be required 
to return its licence to the Central Bank of Nigeria for cancellation.  

g. Where a financial holding company loses controlling interest in a 
subsidiary under 4.1 (e) or (f), it shall divest wholly from that subsidiary 
within a period of six (6) months or any other period as may be 
determined by the CBN.  

For the purpose of this Guidelines, “control‟ is as defined by IFRS 10 i.e.:  
i. Power over the investee, where the investor has existing rights that gives 

it the ability to direct activities that significantly affect the investee’s 
returns;  

ii. Exposure, or rights to variable returns from involvement in the investee; 
and   

iii. The current ability to use power over the investee to affect the amount 
of the investor’s returns.  
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5.0   PERMISSIBLE ACTIVITIES  

5.1 Except as listed in (5.2) the activities of the financial holding company 
shall be restricted to the holding of equities in its subsidiaries.  

5.2 The financial holding company shall provide broad policy direction in 
the following areas:   

i.  Human Resources policy;  
ii. Risk Management policy;  
iii. Internal Control policy;  
iv. Compliance policy; and  
v. Any other services as may be approved by the CBN from time to 

time.   
5.3 A financial holding company or any of its subsidiaries may, with the 

prior written approval of the CBN, provide shared services to the 
group in respect of:  

i. Information and Communication Technology;  
ii. Facilities (Office Accommodation including Electricity, Security 

and Cleaning Services in that accommodation); and  
iii. Legal services.  
Iv Any other services as may be approved by the CBN from time to 

time.   
5.4 Shared services shall be provided at arm’s length. Transactions in 

respect of such services shall require the consent of the Board of 
Directors of the subsidiary.  

6.0 NON-PERMISSIBLE ACTIVITIES  

A financial holding company is prohibited from undertaking the following 
activities:  

i. Investment in non-financial firms.  

ii. Establishment, divestment and closure of subsidiaries without the prior 
written approval of the CBN and/or any other relevant regulatory or 
supervisory authority, as the case may be.  

iii. Deriving or receiving income from sources other than as listed herein:  

a) Dividend Income from its subsidiaries/associates;   

b) Income from shared services, where applicable;  
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c) Interest earned from idle funds invested in government securities 
or placement with banks/discount houses;  

d) Profit on divestment from subsidiaries/associates; and  

e) Any other source as may be approved by the CBN.  

6.1  Internal Management of Subsidiaries  

No financial holding company shall:  
i. Arrogate to itself any of the powers or functions of the Board of 

Directors, or internal management responsibilities and obligations 
of any of its subsidiaries or associates of any such subsidiary;  

ii. Interfere in the day-to-day activities of the subsidiaries;  

iii. Be involved in credit administration and approval process of its 
subsidiaries;  

iv. Require its subsidiaries (including any organ, servant, employee, 
staff, manager, officer or director thereof) to take directives or act 
on the instructions of the financial holding company in its decision 
making process, or in relation to the conduct of its business in any 
way whatsoever.  

v. Have any of its officers or employees, while in the employment of 
the financial holding company, work for any subsidiary, except 
employees engaged in shared services arrangements;  

vi. Engage the services of any employee of any of its subsidiaries;  
vii. Enter into any technical or management service contract with 

any of its subsidiaries except as stipulated in Section 5.2 of this 
Guidelines;   

viii. Purchase/dispose assets from/to its subsidiaries without the prior 
written approval of the CBN and any other relevant regulator;   

  
6.2 Intra-Group Transactions   

6.2.1 No financial holding company shall:  
i. Engage in any transaction or maintain any business relationship 

with any of its subsidiaries, except such transaction is conducted 
at arm’s length;  

ii. Borrow from the Nigerian banking system for the purpose of 
capitalizing itself or any of its subsidiaries;  

iii. Obtain a loan based on the guarantee of its banking subsidiary, 
except where the loan is secured by dividend income or Service 
Level Agreements by the financial holding company for services 
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to its banking subsidiaries. However, where the subsidiary fails to 
declare the expected level of dividend or redeem its obligations 
arising from the Service Level Agreement, the loan shall be 
deemed to be a reduction in the capital of the subsidiary in 
computing its capital adequacy ratio.  

  
6.2.2 Credit by a banking subsidiary to its holding company would be 

regarded as a return of capital and deducted from the capital of the 
bank in computing the bank’s capital adequacy ratio;  

6.2.3 Any bank lending to subsidiaries within its financial holding company 
group would attract 100 per cent risk weight (if it is fully secured) 
otherwise it would be removed from the capital of the bank when 
computing capital adequacy ratio.  

6.3 Change in ownership structure   

Except with the prior written approval of the CBN, no financial holding 
company or any director, shareholder, agent or instrumentality of such an 
entity or its shareholders shall enter into an agreement or arrangement:  
  

i.  Which results in:  

a) a change in the control of the financial holding company; and  

b) the transfer of shareholding of 5 per cent and above in the financial 
holding company; Provided that where such change in control or 
transfer of shares is effected through the secondary market, the 
financial holding company shall notify the CBN not later than 5 days 
after the transfer.  

ii. For the sale, disposal or transfer howsoever of the whole or any part of 
the business of the financial holding company;  

iii. For the amalgamation or merger or takeover of the financial holding 
company with any other person;  

iv. For the reconstruction of the financial holding company; or  

v. To employ a management agent or to be managed by or to transfer its 
business to any such agent.  

 

6.4  Appointment of Directors and Top Management    

a. No financial holding company shall appoint:  
i. As director, any person who at the relevant time is a director of any 

of its subsidiaries, except with the prior written approval of the CBN. 
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Where such an appointment is approved, the aggregate number 
of directors from the subsidiaries and associates at any point in 
time shall not exceed 30 per cent of the membership of the Board 
of Directors of the financial holding company.  

ii. A person who has served as a director (executive or non-
executive) for the maximum allowable period as stipulated by the 
relevant industry regulator into any subsidiary, or an associate of 
such a subsidiary until after a minimum period of three (3) years 
after the expiration of the tenure of such director, and vice versa.  

b. Notwithstanding the provisions of Section 2.4.6 of the Code of 
Corporate Governance for Banks and Discount Houses in Nigeria 
issued in May 2014, no financial holding company shall appoint any 
member of its board to serve on the board of its subsidiaries, except 
with the prior written approval of the CBN. Where such an 
appointment is approved, the number of directors from the financial 
holding company at any point in time shall not exceed 30 per cent 
of the membership of the Board of Directors of each of the 
subsidiaries.  

 

6.5 Intra-Group Transfer of Properties, Plants and Equipment  

Intra-group transfer of properties, plants and equipment shall be carried out 
in a transparent manner and at arm’s length.  
  

7.0 PRUDENTIAL REGULATION OF FINANCIAL HOLDING COMPANY GROUPS   

7.1 Minimum Paid-up Capital and Capital Reserves   

A financial holding company shall have a minimum paid up capital which 
shall exceed the sum of the minimum paid up capital of all its subsidiaries, 
as may be prescribed from time to time by the sector regulators (Where the 
financial holding company owns 100 per cent of the subsidiaries).   
Where the financial holding company owns less than 100 per cent of the 
subsidiaries, its minimum paid up capital shall exceed the summation of its 
proportionate holding in the subsidiaries.   
NB: It is the capital of the Holdco that is applied to the subsidiaries. Excess 
capital in one subsidiary shall not be used to make up a shortfall in another 
subsidiary.   
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7.2 Payment of Dividend  

A financial holding company shall not pay dividend on its shares except:  
i. All its preliminary expenses; organisational expenses; share selling 

commission; brokerage; losses incurred and other capitalised expenses 
not represented by tangible assets (excluding goodwill) have been 
completely written off.  

ii. Adequate provisions have been made to the satisfaction of the CBN 
for actual and contingent losses.  

iii. It has complied with any capital ratio requirements as stipulated in 
Sections 3.5.3 and 7.1 of this Guidelines.  

  

7.3 Capital Adequacy Ratio  

A financial holding company shall ensure that its subsidiaries comply with 
the Capital Adequacy Ratio (CAR) prescribed by their respective sector 
regulators.  
  

7.4  Acquisition of Subsidiaries   

In determining the acquisition of subsidiaries, the CBN shall be satisfied that 
a financial holding company has adequate capital resources by way of 
free fund to carry out the acquisition. In all cases, the consideration for the 
acquisition of subsidiaries shall be on cash basis only or any other 
arrangement proposed by the financial holding company and approved 
by the CBN.  
 

7.5  Investment in Fixed Assets  

A financial holding company shall ensure that it has adequate free funds to 
support any acquisition of fixed assets (property, plant and equipment).  
 

7.6  Limits on Insider-Related Transactions:  

In addition to regulations issued by relevant sector regulators on exposure to 
directors/insiders:   

a. A director or an insider-related party shall not borrow more than 10 per 
cent of the financial holding company’s paid up capital from the 
subsidiaries within the group, except with the prior approval of the 
CBN.   
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b. The maximum loan to all insider-related parties shall not exceed 1per 
cent of the financial holding company’s shareholders‟ funds.   

The requirements of Sections 7.6 (a & b) above do not apply to credits to 
employees under their employment scheme of service, or to companies 
where one or more of the financial holding company’s directors jointly or 
severally maintain shareholding of less than five per cent either directly or 
indirectly.   

7.7 Limit on Contingent Liabilities  

A financial holding company’s total exposure on contingent liabilities on 
behalf of its subsidiaries shall not exceed 20% of the financial holding 
company’s shareholders’ funds unimpaired by losses.  
 
8.0 SUPERVISION  

8.1 Responsibility for Supervision of Financial Holding Companies  

Financial holding companies shall be supervised by the Central Bank of 
Nigeria. The subsidiaries within the group shall be supervised by relevant 
financial sector supervisors.  

8.2 Consolidated Supervision of Financial Holding Companies  

8.2.1 Consolidated supervision of financial holding companies shall be in 
accordance with the Framework for Consolidated Supervision of 
Financial Institutions in Nigeria and Guidelines for the Implementation 
of Consolidated Supervision issued by the Financial Services 
Regulation Co-ordinating Committee (FSRCC).  

8.2.2 Financial holding companies shall be required to render returns to the 
Banking Supervision Department in a format as may be prescribed 
by the CBN from time to time.  

 
9.0 GUIDE NOTES  
   

i. Fitness and propriety of the promoters shall be ascertained through 
security screening and status enquiry.   

ii. Promoters of a proposed financial holding company shall not 
incorporate the company until an approval-in-principle has been 
obtained from the CBN, a copy of which shall be presented to the 
Corporate Affairs Commission for that purpose.    
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iii. The CBN may interview the promoters, proposed directors and senior 
management personnel in the course of processing the application.   

iv. The CBN may also inspect the books and records of a proposed financial 
holding company to satisfy itself about the representations made or 
information furnished by the promoters.  

v. The approval-in-principle is not an authority for the promoters to 
commence operations or perform any of the activities stated in Section  
5.0.    

vi. Subsequent to the issuance of the approval-in-principle, the promoters 
may proceed to carry out the activities stated in the approval-in-
principle.  

vii. The CBN shall issue a financial holding company licence where it is 
satisfied with the promoters’ status of compliance with the conditions 
stated in Section 3.2 of this Guidelines, as well as the organizational, 
security, infrastructural, risk management and internal control 
arrangements.   

viii. The CBN may, at any time and without recourse, vary or review any 
condition of a licence or impose additional conditions.   

ix. Where a licence is granted subject to conditions subsequent, the 
promoters of a financial holding company shall, within such period, 
comply with those conditions to the satisfaction of the CBN, as the latter 
may deem appropriate in the circumstance(s). Any financial holding 
company that fails to comply with such conditions shall be deemed to 
be in contravention of this Guidelines.  

x. In constituting the Board of Directors of a financial holding company, 
consideration shall be given to core competencies in the areas of 
operation of the subsidiaries.  

xi. Financial holding company licences shall be granted for an indefinite 
period of time or such period as the CBN deems necessary and shall not 
be transferable.  

xii. Financial Holding Company (FHC) is an “other financial institution” 
licensed and regulated by the CBN for the purpose of making and 
managing (for its own account) equity investment in companies 
engaged in the provision of financial services.  

xiii. An affiliate is an organization, business entity or individual that is related 
to and often controlled by another entity.  

xiv. Control is the direct or indirect authority to influence or direct the 
management and policies of an entity whether through ownership, 
voting rights or by contract. A person who controls an entity is deemed 
to control any entity that is controlled, or deemed to be controlled, by 
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the entity. Control is defined by IFRS 10 as the sole basis for consolidation 
and comprises the following three elements:  
 Power over the investee, where the investor has existing rights that 

gives it the ability to direct activities that significantly affect the 
investee’s returns;  

 Exposure, or rights to variable returns from involvement in the 
investee; and   

 The current ability to use power over the investee to affect the 
amount of the investor’s returns.  

xv. Financial Services, for the purpose of this Guidelines, includes activities 
carried out by financial institutions under the purview of the CBN, SEC 
(with the exception of Registrar business), NAICOM and PENCOM.  

xvi. Intra-Group Transactions refer to direct and indirect claims which entities 
within the financial conglomerate hold on each other, such as lines of 
credit.  

xvii. Free funds are shareholders’ funds less investment in fixed assets, equities 
in other financial institutions and unaudited losses.  

xviii. Relevant Regulator refers to the agency statutorily authorized to 
regulate and supervise a sector of the Nigerian financial system.  

xix. This Guidelines supersedes our circular on “Definition and Structure of 
Holding Companies in Pursuance of the New Banking Model” dated 
December 30, 2011 and referenced FPR/CIR/GEN/01/024.  

 

Financial Policy and Regulation Department  

August, 2014 
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CENTRAL BANK OF NIGERIA 
Corporate Head Office,  
Central Business District, 
P.M.B. 0187,  
Garki, Abuja – F.C.T. 

 
Website: www.cbn.gov.ng  
Email: info@cbn.gov.ng 

Ref: FPR/DIR/GEN/CIR/04/010 July, 2014 

Circular to all Bureaux de Change 

Extension of Time for Compliance with the New Requirements of the Operation 
of Bureau De Change in Nigeria  
Further to our Circular ref: FPRD/DIR/GEN/CIR/01/009 of June 23, 2014 on “New 
Requirements for the Operation of Bureau de Change in Nigeria”, the Central 
Bank of Nigeria, based on representations from stakeholders, clarifies as 
follows: 

I. Deadline for compliance with the New Licensing Requirements has been 
extended to July 31, 2014; 

II. Interest will be paid on the mandatory cautionary deposit of N35 million, 
based on banking industry savings account rate; 

III. The Central Bank of Nigeria, on the expiration of the dealine of July 31, 
2014, will cease to fund any Bureau de Change that fails to comply with 
the new requirements; and 

IV. Only Bureaux de Change that meet the new requirements will qualify to 
be engaged as Agent by the licensed International Money Transfer 
Operators for inward and outward money transfer business in Nigeria. 

Meanwhile, all BDCs that paid the mandatory caution deposit of N500,000.00 
to the CBN prior to 2009, are advised to apply for their refund. 

KEVIN N. AMUGO 
DIRECTOR, FINANCIAL POLICY & REGULATION DEPARTMENT 

 

http://www.cbn.gov.ng/
http://www.cbn.gov.ng/
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1.0 Establishment of the Scheme  
As part of its developmental role, the Central Bank of Nigeria (CBN) in 
collaboration with the Federal Government of Nigeria, represented by the 
Federal Ministry of Agriculture and Rural Development (FMARD) established 
the Commercial Agriculture Credit Scheme, hereinafter referred to as 
CACS, for promoting commercial agricultural enterprises in Nigeria, which 
is a sub–component of the Federal Government of Nigeria Commercial 
Agriculture Development Programme (CADP). This Fund will complement 
other special initiatives of the Central Bank of Nigeria in providing 
concessionary funding for agriculture such as the Agricultural Credit 
Guarantee Scheme (ACGS) which is mostly for small scale farmers, Interest 
Draw-back scheme, Agricultural Credit Support Scheme, etc.  

2.0 Funding   
The scheme shall be financed from the proceeds of the N200billion three 
(3) year bond raised by the Debt Management Office (DMO). The fund 
shall be made available to the participating bank(s) to finance commercial 
agricultural enterprises. In addition, each State Government could borrow 
up to N1.0billion for on-lending to farmers’ cooperative societies and other 
areas of agricultural development provided such initiatives/interventions 
are in line with the objectives of CACS.  

3.0 Objectives of the Scheme  
The objectives of the scheme are:  

(i) To fast track development of the agricultural sector of the Nigerian 
economy by providing credit facilities to commercial agricultural 
enterprises at a single digit interest rate;  

(ii) Enhance national food security by increasing food supply and 
effecting lower agricultural produce and product prices, thereby 
promoting low food inflation;  

(iii) Reduce the cost of credit in agricultural production to enable farmers 
exploit the potentials of the sector; and  

(iv) Increase output, generate employment, diversify the revenue base, 
increase foreign exchange earnings and provide input for the 
industrial sector on a sustainable basis.  
 

4.0 Governance of the Scheme  
The Scheme shall be under the management of the Central Bank of Nigeria 
through the Board of Directors and the Committee of Governors. The 
Committee of Governors shall be responsible for the overall administration 
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of the Scheme while the day-to-day implementation of the Scheme shall 
lie with the Development Finance Department.  

The Development Finance Department shall report to the Committee of 
Governors on all CACS issues.  

5.0 Target Agricultural Commodities and Value Chains  
Key Agricultural commodities to be covered under the Scheme are:  

(i) PRODUCTION:      
o Cash Crops: Cotton, Oil Palm, Fruit Trees. Rubber, Sugar Cane, 

Jatropha Carcus and Cocoa.  
o Food Crops: Rice, Wheat, Cassava, Maize/Soya, Beans/Millet,  

Tomatoes and Vegetables   
o Poultry: Broilers and Eggs Production   
o Livestock: Meat, Dairy and Piggery  
o Aquaculture: Fingerlings and Catfish 

(ii) PROCESSING: Feed mills Development, Threshing, Pulverisation 
and Other forms of transmutation for value addition.  

(iii) STORAGE: Commodities, Agro-Chemicals and Warehousing  
(iv) FARM INPUT SUPPLIES: Fertilizers, Seeds/Seedlings, Breeder Stock, 

Feeds, Farm equipments & Machineries.  
(v) MARKETING: Agricultural commodities under the focal investment 

areas.  
  
6.0 Definition of Commercial Agricultural Enterprise;  
For the purpose of this Scheme, a commercial enterprise is any farm or 
agro-based enterprise with agricultural asset (excluding land) of not less 
than N100 million for an integrated farm with prospects of growing the 
assets to N250 million within the next three years and N50 million for non-
integrated farms/agro-enterprise with prospects of growing the assets to 
N150 million, except in the case of on-lending to farmers’ cooperative 
societies.    

7.0 Eligibility for Participation in the Scheme  
(A) Participating Bank (PB)    
(i) The Central Bank of Nigeria has approved the participation of all deposit 

money banks under the Scheme. All participating banks are required to 
sponsor projects from any of the target areas indicated in the Guidelines 
and bear all the credit risk of the loans they will be granting. 
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(ii) The single obligor for any project from a participating bank under the 
Scheme shall be N2.0 billion while for State Governments shall be 
N1.0billion.  

(B) Borrower:   
(i) Corporate and Large Scale Commercial Farms/Agro-Enterprises  

The borrower shall:  
o Be a limited liability company with asset base of not less 

than N100 million and having the prospect to grow the net 
asset to N250 million in the next three years and complies 
with the provision of the Company and Allied Matters Act 
(1990).  

o Have a clear business plan   
o Provide up-to-date record on the business operation if any.  
o Have out growers programme, where appropriate  
o Satisfy all the requirements specified by its lending bank   

(ii) Medium Scale Commercial Farms/Agro-Enterprises  
To participate in the Scheme the borrower shall:  

o Be a limited liability company with asset base of not less 
than N50 million and having the prospect to grow the net 
asset to N150 million in the next three years and complies 
with the provision of the Company and Allied Matters Act 
(1990)  

o Have a clear business plan   
o Provide up-to-date record on the business operation  
o Have out growers programme, where appropriate  
o Satisfy all the requirements specified by its lending bank  

(iii) State Government /FCT  
To participate under the Scheme, the States shall;  

o Submit an expression of interest  
o Present  an Irrevocable Standing Payment Order (ISPO) in 

favour of the participating bank, duly signed by the State 
Governor, Commissioner for Finance and the State 
Accountant General  

o Adhere to the repayment agreement reached with the 
participating bank (PB), upon contravention; the CBN shall 
assist the PB to invoke the ISPO.  

o Have appropriate/functional structures on ground or set up 
structures for the deployment of the funds, which must 
include existing, registered Cooperative Societies/Unions. 
The cooperatives must be at least six (6) months old with 
proven track records of repayment  
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o Deploy CACS funds disbursed to farmers’ cooperative 
societies and other areas of agricultural development 
provided such initiatives/interventions are line with the 
objectives of CACS.  

o Satisfy all the requirements specified by the lending Bank  

8.0 Modalities of the Scheme  
(i) Agricultural credit from the participating banks shall be in 

the form of loans.  
(ii) Interest on loan shall not exceed 9.0 per cent inclusive of 

all charges.  
(iii) All loans and overdrafts shall terminate on September 30, 

2025.  
 

9.0 Acceptable Collateral  
The security which may be offered to a participating bank for the purpose of 
any loan under the scheme may be one or more of the following:  

(i) A charge on land in which the borrower holds a legal interest or a 
right to farm, or a charge on the land including fixed assets, crops or 
livestock.  

(ii) A charge on the movable property of the borrower.  
(iii) A life insurance policy, a promissory note or other negotiable security  
(iv) Stocks and shares; and  
(v) Any other collateral acceptable to the participating bank(s).  

 
10.0  Loan Tenor  

(i) Loans shall have a maximum tenor based on the gestation 
period of the enterprise plus three years cash flow allowance 
and /or working capital facility of one year with provision for roll 
over.   

(ii) The Scheme allows for moratorium in the loan repayment 
schedule taking into consideration, the gestation period of the 
enterprise.  

 
11.0  Limit of Liability under the Scheme  

(i) The maximum interest rate to the borrower under the scheme shall 
not exceed 9 per cent, inclusive of all charges.  
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12.0  Procedure for Applying for the Loan  

All applications for loans under the Scheme shall be made to the participating 
banks (PBs). All applications under the Scheme shall be treated by PB’s with 
due diligence.  

13.0  Verification and Monitoring on Projects  
All projects shall be verified by the Central Bank of Nigeria after release of 
fund and drawdown to ensure banks fully comply with the objectives of the 
Scheme. The Development Finance Department of the CBN shall 
periodically monitor the projects funded under the Scheme, and report to 
the Committee of Governors. 
 

14.0 Alteration in Other Terms and Condition of CACS Loan  
Participating banks shall be required to secure written consent of the 
Central Bank of Nigeria before making any change(s) to the stipulated 
terms and conditions governing any on-going CACS facility.  

15.0  Infractions and Sanctions  
PB(s)  

(i) Diversion of funds by the PB(s) shall attract a penalty at the 
bank’s average lending rate at the time of infraction. In addition, 
such PBs shall be barred from further participation under the 
scheme;  

(ii) Non- rendition or false returns shall attract the penalty stipulated 
by BOFIA section 60;  

(iii) Charging interest rate higher than prescribed shall attract the 
penalty stipulated by BOFIA section 60;  

(iv) Any PB that fails to disburse the fund within 14 days of receipt to 
the borrower shall be charged a penalty interest rate of MPR+300 
basis points for the period the fund was not disbursed;   

(v) Any other breach of the guidelines as may be specified from 
time to time; and  

(vi) Notwithstanding the agreement between the PB and the project 
promoter, the CBN has the right to reject a request from any PB 
that contravenes any section of the Guidelines.  

(vii) Failure to disburse funds in line with the agreed Disbursement 
Schedule shall attract penalty at the bank’s lending rate as at 
the time of infraction.  
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(viii) Any PB that fails to repatriate expired project funds within 5 
working days to the CBN shall be charged a penalty interest rate 
of MPR + 300 basis points for the period the fund was not 
repatriated.  

16.0  The Key Stakeholders of the Scheme are;  
(i) Federal Government of Nigeria Represented by Federal Ministry of 

Agriculture and Rural Development (FMA&RD)   
(ii) Central Bank of Nigeria (CBN),  
(iii) Debt Management Office  
(iv) Participating Banks (PBs), and  
(v) Borrowers   

 
17.0  Responsibilities of Stakeholders  
For effective implementation of the scheme and for it to achieve the desired 
objectives, the responsibilities of the stakeholders shall include:  
(a) The FGN  

(i) The President of the Federal Republic of Nigeria shall grant 
approval for the Scheme.  

(ii) The Federal Government of Nigeria shall be the issuer of the Bond.  

(b) The CBN  
The Central Bank of Nigeria (CBN) shall:  

i Specify the rate at which PBs lend to borrowers under the Scheme  
ii Wholly absorb the subsidy which may arise in the pricing of the 

loan to borrowers  
iii Absorb all other incidental/administrative expenses  
iv Release funds to participating banks after confirmation of 

intent/readiness of banks to disburse funds  
v Receive and process the monthly returns made by the PBs in 

relation to their loans under the Scheme  
vi Conduct spot audit on the PBs as well as monitor and evaluate 

the borrowers’ enterprises in order to ascertain the performance 
of the Scheme  

vii Retrieve funds when guidelines are not strictly adhered to by the  
participating banks   

viii Prepare monthly reports to the Committee of Governors and 
Board of CBN   

ix Retrieve funds from the PBs at the expiration of the loan tenure.  
x Make provision for the N200billion bond repayment.  
xi Ensure penal charges on infractions  
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xii Arbitrate between the PBs and Project Promoters  
xiii Conduct impact assessment of the scheme  
xiv Review the Guidelines from time to time.  
   

(c) Debt Management Office      
(i) Issued the Bond on behalf of the FGN  
(ii) Raised money from the market  

  
(d) The Participating Banks  

The participating banks shall:   
(i) Ensure due diligence is followed in the administration of credit 

facilities  
(ii) Guarantee safety and purposeful application of funds for on-

lending,  
(iii) Bear 100 per cent credit risk  
(iv) Lend funds under the Scheme at the specified rate  
(v) Submit to the CBN, Letter of offer by the bank, Letter/Evidence of 

Acceptance by the state, Irrevocable Standing Payment Order 
(ISPO), List of State Cooperatives or Evidence of Intervention 
project, Disbursement schedule, Repayment schedule, the Credit 
Risk Management System (CRMS) report of the borrower; and  

(vi) Render monthly returns under the Scheme to the CBN on the 
reporting format.  

  
(e)  Borrowers  

The borrowers shall:  
(i) Utilize the funds for the purpose for which it is granted  
(ii) Insure the project being financed  
(iii) Make the project records available for inspection and verification 

by the CBN, and PBs;   
(iv) Adhere strictly to the terms and conditions of borrowing under the 

Scheme, and  
(v) State Governments/FCT shall utilize the funds as specified by the 

CACS objectives.  
  

18.0  Returns by Banks should be made to the address below:   
Director,  
Development Finance Department,  
Central bank of Nigeria, Central Business 
district Abuja.  
Tel: No.: +234 9 4623 8600  
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19.0  Repayment, Repatriation or Discontinuation of a Credit Facility  

(i) Repayment proceeds from CACS projects shall be repatriated on 
quarterly basis to the CBN. Whenever a credit facility is discontinued, 
the PB shall repatriate the funds within 5 working days to the CBN, 
giving details of the credit facility.  

(ii) Repayment proceed shall be ploughed back under the Scheme as 
loans for new projects or enhancement for participating projects.  

20.0  Disbursement of Fund  
(i) PBs and borrowers should strictly adhere to agreed 

disbursement/repayment schedule. Any deviation from the 
schedule should be mutually agreed between the parties and the 
CBN informed accordingly.  

(ii) Disbursement of funds must be in accordance with the due 
diligence of the Participating bank.  

  
21.0  Amendments   
This Guidelines is subject to review from time to time as may be deemed 
necessary by the Central Bank of Nigeria.   

 

 

Development Finance Department  
May 14, 2014  
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1.0 INTRODUCTION   
The term corporate governance refers to the rules, processes, or laws by which 
institutions are operated, regulated and governed. It is developed with the 
primary purpose of promoting a transparent and efficient banking system that 
will engender the rule of law and encourage division of responsibilities in a 
professional and objective manner.   
Effective corporate governance practices provides a structure that works for 
the benefit of stakeholders by ensuring that the enterprise adheres to 
accepted ethical standards and best practices as well as formal laws.   
A country’s economy depends on the safety and soundness of its financial 
institutions. Thus the effectiveness with which the Boards of financial institutions 
discharge their responsibilities determines the country’s competitive position. 
They must be free to drive their institutions forward, but exercise that freedom 
within a framework of transparency and effective accountability. This is the 
essence of any system of good corporate governance.   
Corporate governance has received increased attention because of high-
profile scandals involving abuse of corporate power and, in some cases, 
alleged criminal activity by corporate officers. Following the conclusion of the 
consolidation programme in 2005, a Code of Corporate Governance for Banks 
in Nigeria was issued to the banking industry. The Code which became 
effective in April 2006 was designed to enhance corporate governance 
practices within the banking industry in view of the fact that governance 
mechanisms in banks was notably weak and Board members of financial 
institutions were unaware of their statutory and fiduciary responsibilities, and 
merely endorsed all proposals of executive management regardless of their 
implications to the financial condition and going concern status of such 
institutions.   
However, during the implementation of the code, it was observed that certain 
provisions could not be implemented by banks in view of their ambiguity and/ 
or conflict with the provisions of the Companies and Allied Matters Act (CAMA) 
1990. Furthermore, in 2009, a joint CBN/NDIC examination that led to the 
removal of 5 CEOs of banks in the country revealed, amongst others, poor 
corporate governance practices in the institutions. There was also the need to 
up-date the code in order to align it with contemporary developments and 
international best practices, hence the need for the current review. 
Therefore, the revised Code provides clear guidelines on all aspects of 
governance and is expected to enhance Corporate Governance practices 
for banks in Nigeria.  
The provisions of this Code represent the minimum standard which banks shall 
comply. Banks are however encouraged to aspire to higher standards.  
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1.2 COMPLIANCE 

1.2.1 This code shall apply to banks and discount houses.  
1.2.2  External auditors of banks shall report annually to the CBN, the extent of 

the bank’s compliance with the provisions of this Code. The external 
auditor must have adequate experience/knowledge and competence 
to assess the governance systems in banks and discount houses.  

2.0 BOARD AND MANAGEMENT   

2.1 Responsibilities of the Board and Management   

2.1.1 The Board is accountable and responsible for the performance and 
affairs of the bank. Specifically, and in line with the provisions in the 
Companies and Allied Matters Act (CAMA) 1990, Directors owe the bank 
the duty of care and loyalty and to act in the interest of the bank’s 
employees and other stakeholders.  

2.1.2 The Board shall define the bank’s strategic goals, approve its long and 
short-term business strategies and monitor their implementation by 
management.  

2.1.3 The Board shall determine the skills, knowledge and experience that 
members require and work effectively as a team to achieve the bank’s 
objectives.   

2.1.4 The Board shall ensure that its human, material and financial resources 
are effectively deployed towards the attainment of set goals of the bank.  

2.1.5 The Board shall appoint the CEO as well as top management staff and 
establish a framework for the delegation of authority in the bank, which 
must comply with the provisions of the CBN’s Circular on Harmonization 
of Job Roles in the Banking Industry.  

2.1.6 The Board shall ensure that a succession plan is in place for the CEO, other 
executive Directors and top management staff.  

2.1.7 The Board shall set limits of authority, specifying the threshold for large 
transactions which it must approve before they take place. There shall be 
no exception for such large transactions.  

2.1.8 Members of the Board are severally and jointly liable for the activities of 
the bank.  

2.1.9 The Board shall ensure strict adherence to the Code of Conduct for bank 
Directors.  

2.2 Size and Composition   
2.2.1 The size of the Board of any bank or discount house shall be limited to a 

minimum of five (5) and a maximum of twenty (20).  
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2.2.2 Members of the Board shall be qualified persons of proven integrity and 
shall be knowledgeable in business and financial matters, in 
accordance with the extant CBN Guidelines on Fit and Proper Persons 
Regime.  

2.2.3 The Board shall consist of Executive and Non-Executive Directors. The 
number of Non-Executive Directors shall be more than that of Executive 
Directors.   

2.2.4 The Board of banks shall have at least two (2) Non-Executive Directors as 
Independent Directors while that of discount houses shall have at least 
one (1) as defined in the CBN guidelines on the Appointment of 
Independent Directors   

2.3 Separation of Powers  
2.3.1 The positions of the Board Chairman and the Managing Director/Chief 

Executive Officer (MD/CEO) shall be separate. No one person shall 
combine the two positions in any bank at the same time. For the 
avoidance of doubt, no executive Vice Chairman shall be recognized in 
the Board structure.   

2.3.2 Where the bank is a member of a holding company, not more than two 
extended family members shall be allowed to serve on the Boards of the 
bank and the holding company.  

2.3.3 No two members of the same extended family shall occupy the positions 
of Chairman and MD/CEO or Executive Director of the bank and 
Chairman or MD/CEO of a bank’s subsidiary at the same time.  

2.4 Appointment and Tenure  
2.4.1 Procedure for appointment to the Board shall be formal, transparent and 

documented.  
2.4.2 Existing CBN guidelines on appointment to the Board of financial 

institutions shall continue to be applied.  
2.4.3 To ensure continuity and injection of fresh ideas, Non-Executive Directors 

of banks shall serve for a maximum of three (3) terms of four (4) years 
each.  

2.4.4 Track record of appointees shall be an additional eligibility requirement. 
Such records shall cover both integrity and past performance, in 
accordance with the extant CBN Guidelines on Fit and Proper Persons 
Regime.     

2.4.5 The tenure of the CEO of a bank shall be in accordance with the terms of 
engagement with the bank but subject to a maximum period of ten (10) 
years. Such tenure may be broken down into periods not exceeding five 
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(5) years at a time. Such a CEO shall not be eligible for appointment in 
that capacity in the bank or its subsidiaries.  

2.4.6 No Director, either Executive or Non-Executive, shall be allowed to serve 
on the Boards of a bank and a holding company within a Group at the 
same time.  

2.4.7 To enhance the effectiveness of Directors, the bank shall allow Directors 
access to corporate information under conditions of confidentiality; 
provide training and continuing education arrangements and facilitate 
access to independent professional advice.  

2.5  Board Committees  
2.5.1  The Board shall establish at a minimum the following Committees:  

i) A Committee responsible for the oversight of Risk Management and 
Audit functions. These functions may be carried out by one 
committee, particularly in small institutions.  This is without prejudice 
to the requirements of CAMA on the Statutory Audit Committee 
which is not a board committee. The Chief Risk Officer and Chief 
Internal Auditor must report directly to Risk Management and Board 
Audit Committees respectively.  

ii) Board Governance and Nominations Committee   

2.5.2 All Board Committees must have a charter which must be submitted to 
the CBN for approval.   

2.5.3 The Chairman of the Board shall not be a member/chairman of any Board 
Committee.  

2.5.4 Board Committees shall be headed by Non-Executive Directors.  
2.5.5 The Board Audit Committee (BAC) shall have unlimited access to the 

financial records of the bank including external auditors’ reports.    

2.6  Board Meetings  
2.6.1 To effectively perform its oversight function and monitor management’s 

performance, the Board shall meet at least once a quarter.   
2.6.2 Every Director is required to attend all meetings of the Board and Board 

Committees. In order to qualify for re-election, a Director must have 
attended at least two-thirds of all Board and Board Committee meetings.  
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2.6.3  The Board shall disclose, in the Corporate Governance Section of the 
Annual Report, the total number of Board meetings held in the financial 
year and attendance by each Director.   

2.7  Remuneration  
2.7.1 Banks shall align executive and Board remuneration with the long term 

interests of the bank and its shareholders.   
2.7.2 Levels of remuneration shall be sufficient to attract, retain and motivate 

executive officers of the bank and this shall be balanced against the 
bank’s interest in not paying excessive remuneration.   

2.7.3 Where remuneration is linked to performance, it shall be designed in such 
a way as to prevent excessive risk taking.  

2.7.4 Every bank shall have a remuneration policy put in place by the Board of 
Directors, which shall be disclosed to the shareholders in the annual 
report.  

2.7.5 A Committee of Non-Executive Directors shall determine the 
remuneration of executive Directors.  

2.7.6 Executive Directors shall not receive sitting allowances and Directors’ 
fees.  

2.7.7 Non-Executive Directors’ (Non-EDs) remuneration shall be limited to 
Directors’ fees, sitting allowances for Board and Board Committee 
meetings and reimbursable travel and hotel expenses. Non-EDs shall not 
receive benefits, salaries, etc, whether in cash or in kind, other than those 
mentioned above.  

2.7.8  Where stock options are adopted as part of executive remuneration or 
compensation, the Board shall ensure that they are not priced at a 
discount except with the authorization of the relevant regulatory 
agencies.   

2.7.9 Share options shall be tied to performance and subject to the approval 
of the shareholders at AGMs.   

2.7.10 Share options shall not be exercisable until one year after the expiration 
of the tenure of the Director.   

2.7.11 Banks shall disclose in their annual reports, details of the shares held by 
Directors and their related parties.   

2.7.12Where there is a Remuneration Committee in addition to the three 
Committees prescribed in Section 2.5.1, the membership shall comprise 
Non- EDs only while the Board Governance and Nomination Committee 
shall have a combination of Executive and Non-EDs. However, where 
both Committees are combined, its membership shall be drawn only from 
Non-EDs.  
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2.8 Board Appraisal   

2.8.1  There shall be annual Board and Directors’ review/appraisal covering all 
aspects of the Boards’ structure, composition, responsibilities, processes 
and relationships, as may be prescribed by the CBN. 

2.8.2 Each Board should identify and adopt, in the light of the company’s 
future strategy, its critical success factors or key strategic objectives.  

2.8.3 The annual Board appraisal shall be conducted by an independent 
consultant. The report shall be presented to shareholders at the AGM and 
a copy forwarded to the CBN.  

  

3.0     SHAREHOLDERS  

3.1  Rights and Functions of Shareholders  
3.1.1 Shareholders shall have the right to obtain relevant and material 

information from the bank on a timely and regular basis.  
3.1.2 Shareholders shall have the right to participate actively and vote in 

general meetings.    
3.1.3   In addition to the traditional means of communication, banks shall have 

a website and are encouraged to communicate with shareholders via 
the website. Such information shall include major developments in the 
bank, risk management practices, executive compensation, local and 
offshore branch expansion, establishment of investment in subsidiaries 
and associates, Board and top management appointments, 
sustainability initiatives and practices, etc.   

3.2  Equity Ownership  
3.2.1 An equity holding of 5% and above by any investor shall be subject to 

CBN’s prior approval. Where such shares are acquired through the 
capital market, the bank shall apply for a no objection letter from the 
CBN immediately after the acquisition.  

3.2.2 In order to discourage government(s) from having majority shareholding 
in banks, government(s) direct and indirect equity holding in any bank 
shall be limited to 10%.   

3.3  Protection of Shareholders’ Rights   
3.3.1   Every shareholder shall be treated fairly.   
3.3.2 The Board shall ensure that minority shareholders are adequately 

protected from overbearing influence of controlling shareholders.   
3.3.3 The Board shall ensure that the bank promptly provides to shareholders 

documentary evidence of ownership interest in the bank such as share 
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certificates, dividend warrants and related instruments. Where these are 
rendered electronically, the Board shall ensure that they are sent in a 
secure manner. 

3.4 Meetings   
3.4.1 Notice of general meetings shall be as prescribed by the Companies and 

Allied Matters Act (CAMA) 1990.   
3.4.2 The Board shall ensure that the venue of a general meeting shall be 

convenient and easily accessible to the majority of shareholders.   
3.4.3 The Board shall ensure that unrelated issues for consideration are not 

lumped together at general meetings. Statutory business shall be clearly 
and separately set out. Separate resolutions shall be proposed and voted 
on each substantial issue.  

3.4.4 The Board shall ensure that decisions reached at general meetings are 
properly and fully implemented.   

3.5  Shareholders’ Associations   
3.5.1 The Board shall ensure that dealings of the bank with shareholders’ 

associations are in strict adherence with the Code for Shareholders’ 
Associations published by the Securities and Exchange Commission. 
Where a bank is not listed, its dealings with the Association shall be 
transparent and in line with the relevant governance codes.   

 

4.0  RIGHTS OF OTHER STAKEHOLDERS   
4.1.1 Stakeholders shall be able to freely communicate their concerns about 

illegal or unethical practices to the Board. Where such concerns border 
on the activities of the Board, such individuals shall have recourse to CBN 
in accordance with Section 3.4 of the provisions of the Whistle Blowing 
Guidelines.  

4.1.2  Where stakeholder interests are protected by law, stakeholders shall 
have the opportunity to obtain effective redress for violation of their 
rights.  

4.1.3  Banks shall demonstrate good sense of corporate social responsibility to 
their stakeholders such as customers, employees, host communities, and 
the general public.  
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5.0  DISCLOSURE AND TRANSPARENCY  
5.1.1 In order to foster good corporate governance, banks are encouraged to 

make robust disclosures beyond the statutory requirements in BOFIA 1991 
as amended, CAMA 1990 and other applicable laws.   

5.1.2 Disclosure in the annual report shall include, but not limited to, material 
information on:                                                         
(a) Major items that have been estimated in accordance with 

applicable accounting and auditing standards.   
(b) Rationale for all material estimates;    
(c) Details on Directors:  

 
i.  The bank’s remuneration policy for members of the Board and 

executives;  

ii. Total Non-EDs' remuneration, including fees, allowances, etc;  
iii. Total Executive compensation, including bonuses 

paid/payable;  

iv. Details and reasons for share buy-backs, if any, during the 
period under review;  

v. Board of Directors’ performance evaluation; and  

vi. Details of Directors, shareholders and their related parties who 
own 5% and above of the banks’ shares as well as other 
shareholders who, in concert with others, control the bank.  

(d) Corporate governance: 
i governance structure;  
ii. composition of Board Committees including names of chairmen 

and members of each Committee  
(e) Risk Assets:  

i. Concentration of assets, liabilities and off-balance sheet 
engagements by sector, geography, and product.   

ii. Loan quality.  
iii. Lending/borrowing to/from subsidiaries and associates. 
iv. Loans and advances/funding or commitment lines from 

institutions outside Nigeria.  

v. Related party transactions.  

vi. Insider-related credits in accordance with the extant CBN 
circular.  

(f) Risk management:  
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i. All significant risks.  

ii. Risk management practices indicating the Board’s responsibility 
for the entire process of risk management as well as a summary 
of external auditors’ observed lapses thereon.  

(g) Information on strategic modification to the core business. 
(h) All regulatory/supervisory contraventions during the year under 

review and infractions uncovered through whistle blowing, 
including actions taken thereon. 

(i) Regulatory Sanctions and Penalties  
(j) Capital Structure/Adequacy.   
(k) Any service contracts and other contractual relationships with 

related parties.   
(l) Frauds and Forgeries.  
(m) Contingency Planning Framework.  
(n) Any matter not specifically mentioned in this code but which is 

capable of affecting in a significant form, the financial condition of 
the bank or its status as a going concern.   

5.2   Transparency and Integrity in Reporting  
5.2.1 Banks shall have a structure to independently verify and safeguard the 

integrity of their financial reporting, which shall:   
i. entail the review and consideration of the financial statements by 

the BAC; and    

ii. Enhance the independence and competence of the bank’s 
external auditors.  

5.2.2  The BAC shall be structured in such a way that it:  
i. consists only of Non-Executive Directors;   

ii. is chaired by an independent Director;   

iii. Has at least three members.  

5.2.3 The BAC shall be of sufficient size, independence and technical expertise 
to discharge its mandate effectively.  

5.2.4 The BAC shall include members who are financially literate (that is, be 
able to read and understand financial statements). At least one of the 
members shall have relevant qualifications and experience (that is, shall 
be a qualified accountant or other finance professional with experience 
in financial and accounting matters).  

5.2.5 The BAC shall review the integrity of the bank’s financial reporting and 
oversee the independence of the external auditors.  
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5.2.6 The BAC shall meet at least once every quarter.   
5.2.7 The appointment and removal of the Chief Compliance Officer/ Head of 

Internal Audit shall be the responsibility of the Board subject to CBN’s 
ratification. The CBN must be notified of any change and reasons thereof, 
within fourteen (14) days of such change.   

5.2.8 The qualification and experience of the Chief Compliance Officer/ Head 
of Internal Audit shall be in accordance with the provisions of the CBN’s 
Competency Framework for the Banking Industry.  Chief Compliance 
Officers (CCO) shall, in addition to monitoring compliance with Anti-
Money Laundering and Combating the Financing of Terrorism (AML/CFT) 
requirements, monitor the implementation of the corporate governance 
code.   

5.2.9 Appointment of external auditors shall be approved by the CBN.  
5.2.10  External auditors shall render reports to the CBN on banks’ risk 

management practices, internal controls and level of compliance with 
regulatory directives.  
i. The external auditor shall review the work of the internal auditor on 

each of the bank’s key risk elements to cover risk identification, 
measurement, monitoring and control. The key risk elements as 
specified in the Risk Based Supervision framework are strategic, 
operational, liquidity, legal, market and credit risks.   

ii. The external auditor shall review compliance with policies and 
internal control procedures put in place by the Board to manage 
and mitigate the institution’s risks.   

iii. The external auditors shall report on the level of each key risk 
element as well as the composite risk profile of the bank and make 
recommendations to the Board to enhance the effectiveness of risk 
management processes in the bank.    

iv. Copies of their report shall be forwarded to the CBN together with 
the external auditor’s management letter on the bank’s audited 
financial statements  

5.2.11   External auditors of banks shall not provide client services that shall 
amount to conflict of interest including the following:  

i. Bookkeeping or other services related to the accounting records 
or financial statements of the audit client;  

ii. Appraisal or valuation services, fairness opinion or contribution-in-
kind reports;  

    iii.  Actuarial services;  
iv.   Internal audit outsourcing services;  
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v.   Management or human resource functions including broker or 
dealer,    investment banking services and legal or expert services.  

5.2.12 the tenure of auditors in a given bank shall be for a maximum period of 
ten (10) cumulative years after which the audit firm shall not be 
reappointed in the bank until after a period of another ten (10) 
consecutive years.  

5.2.13 an audit firm shall not provide audit services to a bank if one of the 
bank’s top officials (Directors, Chief Finance Officer, Chief Audit Officer, 
etc) was employed by the firm and worked on the bank’s audit during 
the immediate past two (2) years.  

5.3 Whistle – Blowing  
5.3.1 Banks shall have a whistle-blowing policy made known to employees and 

other stakeholders.  
5.3.2 The policy shall contain mechanisms, including assurance of 

confidentiality, that encourage all stakeholders to report any unethical 
activity to the bank and/or the CBN.   

6.0    RISK MANAGEMENT   

6.1.1  Every bank shall have a risk management framework specifying the 
governance architecture, policies, procedures and processes for the 
identification, measurement, monitoring and control of the risks inherent 
in its operations.      

6.1.2  The Board is responsible for the bank’s policies on risk oversight and 
management and shall satisfy itself that management has developed 
and implemented a sound system of risk management and internal 
control.  

6.1.3 Risk management policies shall reflect the bank’s risk profile and appetite 
and clearly describe all elements of the risk management as well as its 
internal control system.  

6.1.4 Banks shall disclose a summary of its risk management policies.  
6.1.5 A bank’s risk management policies shall clearly describe the roles and 

responsibilities of the Board, BRMC, management and internal audit 
function.  

6.1.6 As part of its oversight for the risk management and internal control 
system, the Board shall review the effectiveness of the implementation of 
that system at least annually. Ultimate responsibility for risk oversight and 
risk management rests with the full Board.  



788 
 

6.1.7  It is the responsibility of the Board to prepare the bank’s risk management 
framework as well as oversight responsibility for its implementation. 
However, the management has the responsibility for the effective 
implementation of the framework.  

6.1.8 The composition of the BRMC shall include at least 2 non-EDs and the 
executive Director in charge of risk management but chaired by a non-
ED.   

6.1.9 External auditors shall render annually, reports on the bank’s risk 
management practices to the CBN.  

7.0  ETHICS & PROFESSIONALISM AND CONFLICT OF INTEREST  

7.1  Ethics & Professionalism   
7.1.1 To make ethical and responsible decisions, banks shall comply with their 

legal obligations and have regard to the reasonable expectations of 
their stakeholders.  

7.1.2 Banks shall establish a code of conduct and disclose in the code or a 
summary of the code such information as:  
i. the practices necessary to maintain confidence in the bank’s 

integrity;  

ii. the practices necessary to take into account their legal obligations 
and the reasonable expectations of their stakeholders;  

iii. the responsibility and accountability of individuals reporting and 
investigating reports of unethical practices.   

7.1.3   The Code should:   
(a) commit the bank, its Board and management (and employees) to 

the highest standards of professional behaviour, business conduct 
and sustainable business practices;   

(b) be developed in collaboration with management and employees;  

(c) receive commitment for its implementation from the Board and the 
Managing Director/Chief Executive Officer and individual Directors 
of the company;   

(d) be sufficiently detailed as to give clear guidance to users including 
advisers, consultants and contractors;   

(e) be formally communicated to the persons to whom it applies; and   

(f) be reviewed regularly and updated when necessary.   
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7.1.4 Banks shall establish a policy concerning trading in the bank’s securities 
by Directors, senior executives and employees, and disclose the policy or 
a summary of that policy.  

7.1.5  The trading policy shall contain appropriate compliance standards and 
procedures to ensure that the policy is properly implemented.  There 
shall also be an internal review mechanism to assess compliance and 
effectiveness. This review may involve an internal audit function.  

7.1.7 Banks shall publish the policy concerning the issue of Board and 
employee trading in its securities.   

7.2  Conflict of Interest  
7.2.1   Banks shall adopt a policy to guide the Board and individual Directors in 

conflict of interest situations.  
7.2.2 The Board of Directors shall be responsible for managing conflicts of 

interest.   
7.2.3 Directors shall promptly disclose to the Board any real or potential 

conflict of interest that they may have regarding any matter that may 
come before the Board or its Committees.  

7.2.4 Directors shall abstain from discussions and voting on any matter in 
which they have or may have a conflict of interest.  

7.2.5  Directors who are aware of a real, potential or perceived conflict of 
interest on the part of a fellow Director, have a responsibility to promptly 
raise the issue for clarification, either with the Director concerned or with 
the Chairman of the Board.  

7.2.6 Disclosure by a Director of a real, potential or perceived conflict of 
interest or a decision by the Board as to whether a conflict of interest 
exists shall be recorded in the minutes of the meeting.   

8.0  SANCTIONS  
8.1.1 Compliance with the code is mandatory for all banks and discount 

houses.   
8.1.2 Returns on the status of each institution’s compliance with the code shall 

be rendered to the CBN at the end of every quarter or as may be 
specified from time to time by the CBN.   

8.1.3 Failure to comply with the code will attract appropriate sanctions in 
accordance with Section 60 of BOFIA 1991 as amended or may be 
specified in any applicable legislation or regulation.  
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9.0  EFFECTIVE DATE   
9.1.1 This code shall take effect from October 1, 2014 and supersedes our 

“Code of Corporate Governance for Banks in Nigeria Post Consolidation” 
that became effective on April 3, 2006.  
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I.0  INTRODUCTION  
The prevalence of misconduct in organizations, particularly banks and other 
financial institutions, in the recent past underscores the need to institute 
rigorous policies to allow employees and other stakeholders bring unethical 
and illegal practices to the fore to minimize the damage such misconduct can 
cause to different stakeholders.   
The banking system relies on the effective operation of a range of “integrity 
systems” for keeping the institutions and their management honest and 
accountable. One of such systems is Whistle-blowing.   
Whistle-blowing, therefore, is the reporting of alleged unethical conduct of 
employees, management, directors and other stakeholders of an institution by 
an employee or other person to appropriate authorities.   
A whistle-blower is any person(s) including the employee, management, 
directors, depositors, service providers, creditors and other stakeholder(s) of an 
institution who reports any form of unethical behavior or dishonesty to the 
appropriate authority.   
The objective of whistle-blowing is to encourage stakeholders to bring 
unethical conduct and illegal violations to the attention of an internal and or 
external authority so that action can be taken to resolve the problem. This will 
minimize the institution's exposure to the damage that can occur when internal 
mechanisms are circumvented. It will also demonstrate to stakeholders that 
the institution is serious about adherence to codes of ethics and conduct.  
It is believed that an effective whistle-blowing mechanism in banks and Other 
Financial Institutions (OFIs) in the country would go a long way in entrenching 
good corporate governance.  
However, in order to gain the protection afforded to whistle-blowers by this 
guidelines, such disclosures must actually be made in good faith and the 
information provided must also be substantially true/reliable.  
The provisions of these Guidelines represent the minimum standard of whistle-
blowing which banks shall comply with. Banks and other financial institutions 
are however encouraged to aspire to higher standards.  

1.2  COMPLIANCE  
1.2.1 The provisions of these Guidelines shall be observed by all financial 

institutions under the supervisory purview of the Central Bank of Nigeria 
(CBN).   

1.2.2  Compliance shall be mandatory with effect from October 1, 2014.  
1.2.3  Banks and Other Financial Institutions are expected to forward copies of 

their whistle-blowing guidelines to the CBN within three months, effective 
from the date of issuance of the guidelines. These guidelines shall be 
updated from time to time as the need arises.  
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1.2.4  Banks and Other Financial Institutions shall render quarterly reports on 
their compliance with the provisions of the whistle-blowing guidelines 
along with their corporate governance compliance status returns.  

1.2.5  The external auditor of each bank and other financial institution shall 
report annually to the CBN, the extent of the bank’s and other financial 
institution’s compliance with the provisions of these Guidelines.    

2.0 SCOPE OF POLICY  

These Guidelines are designed to enable stakeholders of banks and other 
financial institutions to report acts of impropriety to appropriate authorities. This 
may include any of the following:   

• All forms of financial malpractice or impropriety or fraud;  
• Failure to comply with a legal obligation or Statutes;  
• Actions detrimental to Health & Safety or the environment;  
• Any form of criminal activity; 
• Improper conduct or unethical behaviour;  
• Failure to comply with regulatory directives;  
• Other forms of corporate governance breaches;  
• Connected transactions;  
• Insider abuses  
• Non-disclosure of interest; 
• Attempts to conceal any of these, etc  

3.0 WHISTLE – BLOWING PROCEDURES  
3.1 Banks and other financial institutions shall have a whistle– blowing policy 

which shall be made known to employees, management, directors and 
other stakeholders such as contractors, shareholders, job applicants and 
the general public. The policy should be disclosed in their web sites.  

3.2 It is the responsibility of the board to implement such a policy and to 
establish a whistle-blowing mechanism for reporting any illegal or unethical 
behavior.  

3.3  Banks and other financial institutions shall establish whistleblowing 
procedures that encourage stakeholders by assurance of confidentiality, 
to report any unethical activity/breach of these Guidelines using, among 
others, a dedicated email or hotline to the bank, other financial institution 
and the CBN.  

3.4 The whistle-blowing mechanism shall include a dedicated “hot–line” or e–
mail address and other electronic devices that could be used 
anonymously to report unethical practices.   
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3.5 The Head of Internal Audit shall review reported cases and recommend 
appropriate action to the MD/CEO and where issues affect Executive 
Management, such issues should be referred to the Board. The Board or 
CEO shall take appropriate action to redress the situation within a 
reasonable time.  

3.6 The Head of Internal Audit shall provide the Chairman of the Board Audit 
Committee with a summary of cases reported and the result of the 
investigation.  

3.7 A whistle–blower shall disclose any information connected with the 
activities of the bank or other financial institution which indicates any of 
the following:  
(i) that an infraction has been committed;  
(ii) that a person has failed to comply with banking laws, internal policies 

and procedures, etc; and  
(iii) that someone has concealed matters falling within (i) or (ii) above.  

3.8 A disclosure is deemed to have been made in accordance with this section 
if the whistle-blower discloses to the bank, other financial institution, CBN, 
and/or other appropriate agencies or exercise any other lawful option 
provided that such disclosure is:  
(i) true; and  

(ii) reasonable;   

4.0 PROTECTION OF THE WHISTLE-BLOWER  
4.1 These Guidelines is designed to offer protection to whistleblower(s) who 

disclose such concerns provided the disclosure is made:  
a) in the reasonable belief that it is intended to show malpractice or 

impropriety; and  
b) to an appropriate person or authority.  

4.2 Banks and other financial institutions shall treat all disclosures resulting 
from whistle-blowing in a confidential manner. The identity of the whistle-
blower shall be kept confidential.  

4.3 Stakeholders are encouraged to disclose their name when filing reports 
to make their reports more credible. However, anonymous disclosures 
may be considered on discretionary basis taking into account the 
following factors:   

a) the seriousness of the issues;  
b) the significance and credibility of the concern; and  
c) the possibility of confirming the allegation.  
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4.4 In making a disclosure through whistle-blowing, the individual should 
exercise due care in reporting his concern. If, however, an individual 
makes malicious allegations, and particularly if he or she persists with 
making them, no action shall be taken.  

4.5 No bank or other financial institution shall subject a whistleblower to any 
detriment whatsoever on the grounds that s/he has made a disclosure in 
accordance with the provisions of these Guidelines.  

4.6 Where a whistle-blower has been subjected to any detriment in 
contravention of the above, s/he may present a complaint to the CBN. 
This is without prejudice to the right of the whistleblower to take 
appropriate legal action.   

4.7 An employee who has suffered any detriment by reason of disclosure 
made pursuant to the provision of these Guidelines shall be entitled to 
compensation and/or reinstatement provided that in the case of 
compensation, the employee’s entitlement shall be computed as if he 
had attained the maximum age of retirement or had completed the 
maximum period of service, in accordance with his condition of service. 
For other stakeholders, the whistle-blower shall be adequately 
compensated.  

4.8 Any bank or other financial institution which contravenes the provision of 
this section of the Guidelines will be sanctioned in line with Section 60 of 
the Banks and Other Financial Institutions Act 1991 (as amended).  

4.9 For the purpose of these Guidelines, the word “detriment includes 
dismissal, termination, redundancy, undue influence, duress, withholding 
of benefits and/or entitlements and any other act that has negative 
impact on the whistle-blower.   

4.10 Banks and other financial institutions shall make quarterly returns to the 
CBN and NDIC on all whistle-blowing reports and corporate governance 
related breaches.  

4.11 Banks and other financial institutions shall include a whistleblowing 
compliance status report in their audited financial statements.  

4.12 Banks and other financial institutions should review their whistle-blowing 
policies every three (3) years and notify the regulatory authorities of all 
such reviews. 
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