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Foreword 

Further to the preceding first, second and third volumes of the Central Bank of 

Nigeria (CBN) Rule Book, this fourth edition reflects our commitment to continue 

the production of the Compendium of CBN Policies and Regulations. This is with 

the aim to sustain the motivation to document and provide reference material for 

operators and stakeholders in the Nigerian financial markets and ease access to 

needed information for guidance. Thus, this edition covers a three-year period, 

beginning from 1st January 2019 to 31st December 2021.  

It provides new and revised policies, rules, circulars, guidelines and regulations that 

were released during the period to guide the operations and compliance of banks and 

other financial institutions as well as the expectations of other stakeholders, both 

locally and internationally. 

It is pertinent to note that within this period, 2019 – 2021, both the Nigerian and 

global economies were affected by the impact of the coronavirus, Covid-19, 

pandemic. The impact in 2020 was most severe, necessitating various measures by 

governments, including central banks across the world. The Central Bank of Nigeria 

was not left out in these efforts that spilled over into 2022. 

It is, therefore, my honour and pleasure to introduce this fourth edition of the CBN 

Rule Book to the banking community and members of the general public. I also wish 

to assure that the Bank will continue to publish this periodically, building on the 

directives already released. 

 

 

Godwin I. Emefiele, CON. 

Governor, 

Central Bank of Nigeria. 

July, 2022. 
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Preface 

This fourth edition of the CBN Rule Book smacks the commitment of the Bank’s 

strategy to constantly communicate and inform operators and members of the 

general public. The objective is to sustain transparency and efficiency in the flow of 

information and avoidance of information asymmetry. Thus, the Economic Policy 

Directorate remains in the vanguard of maintaining the efforts to articulate 

appropriate ways of documenting CBN policy actions to enhance the activities of 

economic agents and promote financial markets efficiency. 

The focus of the compendium remains the collation of financial markets-related 

policies and regulations. It, therefore, complements other publications relating to the 

economy and its performance. The compendium builds on the preceding editions: 

Volumes One, Two and Three, and covers the period 2019 to 2021, containing the 

CBN directives on financial policy and regulation, monetary policy, banking, other 

financial institutions’ supervision, and trade and exchange.  

It is our ardent expectation that this comprehensive compendium of policies would 

be of inestimable value to both the financial institutions and members of the public. 

  

  

Dr. Kingsley Obiora 

Deputy Governor, Economic Policy  

July, 2022 
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https://www.cbn.gov.ng/Out/2020/BKSD/CIRCULAR%20ON%20CHEQUE%20STANDARD.pdf
https://www.cbn.gov.ng/Out/2020/BKSD/CIRCULAR%20ON%20CHEQUE%20STANDARD.pdf
https://www.cbn.gov.ng/Out/2020/BKSD/CIRCULAR%20ON%20CHEQUE%20STANDARD.pdf
https://www.cbn.gov.ng/Out/2020/CCD/swiftcompliance.pdf
https://www.cbn.gov.ng/Out/2020/CCD/swiftcompliance.pdf
https://www.cbn.gov.ng/Out/2020/CCD/ISO20022%20MIGRATION%20002.pdf
https://www.cbn.gov.ng/Out/2020/CCD/ISO20022%20MIGRATION%20002.pdf
https://www.cbn.gov.ng/Out/2020/CCD/CHEQUE%20CLEARING.pdf
https://www.cbn.gov.ng/Out/2020/CCD/CHEQUE%20CLEARING.pdf
https://www.cbn.gov.ng/Out/2019/BKSD/SANCTIONS%20ON%20ERRING%20BANKS%20AND%20CHEQUE%20PRINTERS.pdf
https://www.cbn.gov.ng/Out/2019/BKSD/SANCTIONS%20ON%20ERRING%20BANKS%20AND%20CHEQUE%20PRINTERS.pdf
https://www.cbn.gov.ng/Out/2019/BKSD/SANCTIONS%20ON%20ERRING%20BANKS%20AND%20CHEQUE%20PRINTERS.pdf
https://www.cbn.gov.ng/Out/2019/BKSD/SANCTIONS%20ON%20ERRING%20BANKS%20AND%20CHEQUE%20PRINTERS.pdf
https://www.cbn.gov.ng/Out/2019/BKSD/SANCTIONS%20ON%20ERRING%20BANKS%20AND%20CHEQUE%20PRINTERS.pdf
https://www.cbn.gov.ng/Out/2019/BKSD/CIRCULAR%20%20ON%20IMPLEMENTATION%20OF%20NCS%20AND%20NICPAS%20VERSION.pdf
https://www.cbn.gov.ng/Out/2019/BKSD/CIRCULAR%20%20ON%20IMPLEMENTATION%20OF%20NCS%20AND%20NICPAS%20VERSION.pdf
https://www.cbn.gov.ng/Out/2019/BKSD/CIRCULAR%20%20ON%20IMPLEMENTATION%20OF%20NCS%20AND%20NICPAS%20VERSION.pdf
https://www.cbn.gov.ng/Out/2019/BKSD/CIRCULAR%20%20ON%20IMPLEMENTATION%20OF%20NCS%20AND%20NICPAS%20VERSION.pdf
https://www.cbn.gov.ng/Out/2019/BKSD/CIRCULAR%20ON%20THE%20REVISED%20NCS%20AND%20NICPAS.pdf
https://www.cbn.gov.ng/Out/2019/BKSD/CIRCULAR%20ON%20THE%20REVISED%20NCS%20AND%20NICPAS.pdf
https://www.cbn.gov.ng/Out/2019/BKSD/CIRCULAR%20ON%20THE%20REVISED%20NCS%20AND%20NICPAS.pdf
https://www.cbn.gov.ng/Out/2019/BKSD/CIRCULAR%20ON%20THE%20REVISED%20NCS%20AND%20NICPAS.pdf
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https://www.cbn.gov.ng/Out/2020/CCD/Circular%20to%20Banks%20on%20CBN%20Special%20Bills.pdf
https://www.cbn.gov.ng/Out/2020/CCD/Circular%20to%20Banks%20on%20CBN%20Special%20Bills.pdf
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VII 
 

 

 

 

 

 

Nigerian Non-Interest Financial 
Institutions   

31.  BSD/DIR/GEN/LAB/12/011/1 

Guidance Notes on the Calculation of 

Capital Requirement for Market Risk for 

Non-Interest Financial Institutions in 
Nigeria 

10-Apr-2019 New 229 

32.  BSD/DIR/GEN/LAB/12/011/2 

Guidance Notes on Disclosure 

Requirements to Promote Transparency & 

Market Discipline for Non-Interest 
Financial Institutions in Nigeria 

10-Apr-2019 New 244 

33.  BSD/DIR/GEN/LAB/12/011/3 

Guidance Notes on Regulatory Capital for 

Non-Interest Financial Institutions in 
Nigeria 

10-Apr-2019 New 271 

34.  BSD/DIR/GEN/LAB/12/011/4 

Guidelines on the Practice of Smoothing 

the Profit Payout to Investment Account 

Holders for Non-Interest Financial 
Institutions in Nigeria 

10-Apr-2019 New 288 

35.  BSD/DIR/GEN/LAB/12/011/5 

Guidance Notes on the Calculation of 

Capital Requirement for Credit Risk for 

Non-Interest Financial Institutions in 
Nigeria 

10-Apr-2019 New 301 

36.  BSD/DIR/GEN/LAB/12/011/6 

Guidance Notes on Supervisory Review 

Process for Non-Interest Financial 
Institutions in Nigeria 

10-Apr-2019 New 338 

37.  BSD/DIR/GEN/LAB/12/011/7 

Guidelines on the Management of 

Investment Account Holders for Non-

Interest Financial Institutions in Nigeria 

10-Apr-2019 New 360 

38.  BSD/DIR/GEN/LAB/12/011/8 

Guidance Notes on the Calculation of 

Capital Requirement for Operational Risk 

for Non-Interest Financial Institutions in 

Nigeria 

10-Apr-2019 New 371 

39.  BSD/DIR/GEN/LAB/12/004 
Guidelines on Pillar 2 Risks and Stress 

Testing for Banks 
21-Feb-2019 

New 

 
386 

40.  BSD/DIR/GEN/LAB/12/004 
Guideline on Stress Testing for the 

Nigerian Banks 
21-Feb-2019 

New 

 
387 

41.  BSD/DIR/GEN/LAB/12/004 
Guidelines for the Management of 

Reputational Risk 
21-Feb-2019 

New 

 
417 

42.  BSD/DIR/GEN/LAB/12/004 
Guidelines on the Management of Interest 

Rate Risk in the Banking Book (IRRBB) 
21-Feb-2019 

New 

 
436 

43.  BSD/DIR/GEN/LAB/12/004 

Guidelines on Management of Credit 

Concentration Risk Under the Supervisory 

Review Process 

21-Feb-2019 
New 
 

462 



VIII 
 

 

 

PART C. CURRENCY OPERATIONS CIRCULARS, POLICIES AND GUIDELINES 

S/N Reference No. Title 

 

Date issued Remark Page 

44.  COD/DIR/INT/CIR/001/002 
The Rejection of Old/Lower 
Denomination of United States Dollar by 

DMBs/FOREX Dealers 

20-Apr-2021 New 478 

45.  COD/DIR/GEN/SIR/01/012 

Approval for Stirling Trust Company 

Limited to Commence Cash-In-Transit 
Operations 

3-Jul-2020 New 479 

46.  COD/DIR/GEN/INM/13/132 

Revised Guidelines for the Registration of 

Cash-in-Transit (CIT) and Currency 

Processing Companies (CPC) 

28-Oct-2019 Revised 480 

47.  COD/DIR/CON/CMF/14/005 

Circular on the Guidelines for the 

Disbursement of Lower Denomination 

Banknotes for Microfinance Banks 
(MFBs) 

20-Aug-2019 New 487 

PART D. CONSUMER PROTECTION CIRCULARS, POLICIES AND GUIDELINES 

S/N Reference No. Title 

 

Date issued Remark Page 

48.  CPD/DIR/GEN/CIR/01/002 
CBN Consumer Protection 
Regulations 

22-Dec-2019 New 490 

PART E. DEVELOPMENT FINANCE CIRCULARS, POLICIES AND GUIDELINES 

S/N Reference No. Title 

 

Date issued Remark Page 

49.  DFD/RAC/INT/RSP/02/095 
Revised Anchor Borrowers' 

Programme Guidelines 
5-Nov-21 Revised 526 

50.  DFD/DIR/PUB/CIR/01/002 

Guidelines for the Implementation of 

100 for 100 Policy on Production and 

Productivity (100 for 100 PPP) 

05-Nov-21 New 555 

51.  CCD/GUI/01/20-10-2021 
Guidelines for the Implementation of 
Tertiary Institutions Entrepreneurship 

Scheme (TIES) 

20-Oct-2021 New  569 

52.  DFD/ABP/GEN/PAADS/01/021 
Private Sector-Led Accelerated 
Agriculture Development Scheme (P-

AADS) 

10-Nov-2020 New 588 

53.    
Framework for Financing of National 

Mass Metering Programme (NMMP) 
19-Oct-2020 New 596 

54.  DFD/SME/GEN/HSRDIS/01/020 

Amended Health Sector Research and 

Development Intervention Scheme 

(HSRDIS) Guideline 

29-Sep-2020 New 606 

https://www.cbn.gov.ng/Out/2019/CCD/REVISED%20CIT%20AND%20CPC%20GUIDELINES%202019.pdf
https://www.cbn.gov.ng/Out/2019/CCD/REVISED%20CIT%20AND%20CPC%20GUIDELINES%202019.pdf
https://www.cbn.gov.ng/Out/2019/CCD/REVISED%20CIT%20AND%20CPC%20GUIDELINES%202019.pdf
https://www.cbn.gov.ng/Out/2019/CCD/Circular%20on%20the%20Guidelines%20for%20the%20Disbursement%20of%20Lower%20Denomination%20Banknotes%20for%20MFBs.pdf
https://www.cbn.gov.ng/Out/2019/CCD/Circular%20on%20the%20Guidelines%20for%20the%20Disbursement%20of%20Lower%20Denomination%20Banknotes%20for%20MFBs.pdf
https://www.cbn.gov.ng/Out/2019/CCD/Circular%20on%20the%20Guidelines%20for%20the%20Disbursement%20of%20Lower%20Denomination%20Banknotes%20for%20MFBs.pdf
https://www.cbn.gov.ng/Out/2019/CCD/Circular%20on%20the%20Guidelines%20for%20the%20Disbursement%20of%20Lower%20Denomination%20Banknotes%20for%20MFBs.pdf
https://www.cbn.gov.ng/Out/2021/CCD/CBN%20TIES%20Guidelines.pdf
https://www.cbn.gov.ng/Out/2021/CCD/CBN%20TIES%20Guidelines.pdf
https://www.cbn.gov.ng/Out/2021/CCD/CBN%20TIES%20Guidelines.pdf
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https://www.cbn.gov.ng/Out/2021/FPRD/eNairaCircularAndGuidelines%20FINAL.pdf
https://www.cbn.gov.ng/Out/2021/FPRD/GUIDELINES%20ON%20DISPOSAL%20OF%20NON-PERMISSIBLE%20ACTIVITIES.pdf
https://www.cbn.gov.ng/Out/2021/FPRD/GUIDELINES%20ON%20DISPOSAL%20OF%20NON-PERMISSIBLE%20ACTIVITIES.pdf
https://www.cbn.gov.ng/Out/2021/FPRD/CESSATION%20OF%20NON-PERMISSINBLE%20ACTIVITIES%20BY%20MFBs.pdf
https://www.cbn.gov.ng/Out/2021/FPRD/CESSATION%20OF%20NON-PERMISSINBLE%20ACTIVITIES%20BY%20MFBs.pdf
https://www.cbn.gov.ng/Out/2021/CCD/Circular%20for%20BDC%20Refunds.pdf
https://www.cbn.gov.ng/Out/2021/FPRD/PAYMENT%20OF%20ANNUAL%20LICENSING%20RENEWAL%20FEES.pdf
https://www.cbn.gov.ng/Out/2021/FPRD/PAYMENT%20OF%20ANNUAL%20LICENSING%20RENEWAL%20FEES.pdf
https://www.cbn.gov.ng/Out/2021/FPRD/GUIDELINES%20FOR%20SHARED%20SERVICES%20ARRANGEMENT.pdf
https://www.cbn.gov.ng/Out/2021/FPRD/GUIDELINES%20FOR%20SHARED%20SERVICES%20ARRANGEMENT.pdf
https://www.cbn.gov.ng/Out/2021/CCD/Circular%20to%20Other%20Financial%20Institutions%20(OFIs)%20on%20the%20Commencement%20of%20enrollment%20of%20All%20DFIs,%20MFBs,%20PMBs%20and%20FCs%20on%20the%20CRMS.pdf
https://www.cbn.gov.ng/Out/2021/CCD/Circular%20to%20Other%20Financial%20Institutions%20(OFIs)%20on%20the%20Commencement%20of%20enrollment%20of%20All%20DFIs,%20MFBs,%20PMBs%20and%20FCs%20on%20the%20CRMS.pdf
https://www.cbn.gov.ng/Out/2021/CCD/Circular%20to%20Other%20Financial%20Institutions%20(OFIs)%20on%20the%20Commencement%20of%20enrollment%20of%20All%20DFIs,%20MFBs,%20PMBs%20and%20FCs%20on%20the%20CRMS.pdf
https://www.cbn.gov.ng/Out/2021/CCD/Circular%20to%20Other%20Financial%20Institutions%20(OFIs)%20on%20the%20Commencement%20of%20enrollment%20of%20All%20DFIs,%20MFBs,%20PMBs%20and%20FCs%20on%20the%20CRMS.pdf
https://www.cbn.gov.ng/Out/2021/CCD/Circular%20to%20all%20Banks%20and%20Other%20Financial%20Institutions%20(OFIs)-%20Regulatory%20Forbearance.pdf
https://www.cbn.gov.ng/Out/2021/CCD/Circular%20to%20all%20Banks%20and%20Other%20Financial%20Institutions%20(OFIs)-%20Regulatory%20Forbearance.pdf
https://www.cbn.gov.ng/Out/2021/CCD/Circular%20to%20all%20Banks%20and%20Other%20Financial%20Institutions%20(OFIs)-%20Regulatory%20Forbearance.pdf
https://www.cbn.gov.ng/Out/2021/CCD/Circular%20to%20all%20Banks%20and%20Other%20Financial%20Institutions%20(OFIs)-%20Regulatory%20Forbearance.pdf
https://www.cbn.gov.ng/Out/2021/CCD/Letter%20to%20Banks%20on%20Acceptance%20of%20Refugee%20ID%20Card%20(002).pdf
https://www.cbn.gov.ng/Out/2021/CCD/Letter%20to%20Banks%20on%20Acceptance%20of%20Refugee%20ID%20Card%20(002).pdf
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PREFACE  
 

  

The “Guide to Charges by Banks, Other Financial and Non-Bank Financial Institutions” 

(the Guide) provides a basis for the application of charges on various products and 

services offered by Financial Institutions in Nigeria to their customers. This document 

applies to all financial institutions licensed and/or regulated by the Central Bank of 

Nigeria.  

The charges prescribed in the Guide were arrived at after extensive consultations 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”, financial institutions 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 charge via a verifiable means.   

Although the Guide provides for charges on various products and services of financial 

institutions, it is not exhaustive. Financial Institutions 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, which replaces the Guide to Charges by Banks and Other Financial Institutions 

issued in 2017, takes effect from January 1, 2020, and may be reviewed from time to time 

to reflect changes in the business environment.  
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PART 1: ACCOUNTABILITY AND RESPONSIBILITY  
 

 
i. The Executive Compliance Officers (ECO) shall monitor compliance with the 

requirements of this Guide and shall be held liable for any breach.  

ii. The Head, Information Technology Division shall ensure that the name of all system 

related/generated/posted charges shall conform strictly to this Guide.  

iii. The Head, Information Technology Division shall render monthly report attaching 

a schedule of all failed transactions on e-channels (ATM, PoS, mobile, 

web/internet and related channels) that originate or terminates in his bank, to the 

Director, Payments System Management and Consumer Protection Departments 

of the CBN  

iv. Details of all fees and charges applicable to a transaction shall be disclosed to 

the customer at the point of consummation (where applicable).   

v. Transaction receipt/alert/confirmation for any charge shall contain a description 

of the charge.  
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PART 2: BANKS  
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SECTION 1: INTEREST ON DEPOSITS  
 

  DESCRIPTION  RATE  

1.1  Current Account in Credit  
Balance  

Negotiable1  

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  Negotiable2  

1.4.2        Savings Accounts  Negotiable3  

1.5  Deposits held as collateral    

15.1   Naira Deposit  Negotiable subject to minimum of 30% of MPR p.a. 

1.5.2  Foreign Currency  
Deposit  

Negotiable  

 

 

 

 

 

 

 

 

                                                             
1 The responsibility for initiating the negotiation of interest shall be at the instance of the customer  

2 The responsibility for initiating the negotiation of interest shall be at the instance of the customer  

3 The responsibility for initiating the negotiation of interest shall be at the instance of the customer  
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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 a bank intends to introduce a 
new rate different from the agreed rate, the bank should notify 
its customers of the new rate at least 10 business days in 
advance of the application of the new rate.  

2.1.2 Mortgage Financing  Negotiable  

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 a bank intends to introduce a 

new rate different from the agreed rate, the bank should notify 

its customers 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 a bank intends to introduce a 
new rate different from the agreed rate, the bank should notify 
its customers of the new rate at least 10 business days in 
advance of the application of the new rate.  

2.1.8 Discountable Instruments e.g. 
Usance bill, Bankers' Acceptance,  
Commercial Papers, Promissory 
Notes etc.  

 Negotiable  
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DESCRIPTION  RATE  

  2.1.9 Penal Rate4  
  
Penal rate is in respect of past due 
loans & advances, including excess 
over authorized OD/credit limit 
(which may arise from 2.1.5)  

Naira loans and advances: Maximum of 1% flat per month of 

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)  

Foreign currency loans and advances: Maximum of 0.25% flat 
per month of 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  Lending Fees  
NB: Total lending fees shall not 
exceed 2 per cent  

   

2.2.1 Management Fee5 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   

This fee applies when an additional 
amount is granted to a customer. 
Where this 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 
(restructuring at the instance of 
customer) 

Negotiable, subject to a maximum of 0.5% of the outstanding 
amount being restructured (one off charge).  

 

 

 

                                                             
4 Seven (7) days grace period shall be allowed before penal charge shall be applied on the 

account. For the avoidance of doubt, there is no forbearance of penal charge for the duration 

of the grace period. 5 Management fee is chargeable for all fresh requests and renewal of 

expired facilities. No charges for requests declined'  
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DESCRIPTION  RATE  

   
Management fee is not applicable in 
the case of a restructured facility  

 

2.2.4 Commitment Fee  Negotiable, subject to a maximum of 1%  on the undisbursed 
amount (one-off charge)  

2.3  Charges for Consortium  
Lending  

   

2.3.1 Agency Fee  Negotiable  

2.3.2 Management Fee  Negotiable subject to a maximum of 1% of principal amount  
(one–off charge)  

2.3.3 Commitment/Non- Drawing Fee  Negotiable subject to a maximum of 0.5% of the undisbursed 
amount (one-off charge)  

2.3.4 Commission Charges for  
Underwriting Services  

Negotiable 

2.6  Credit Reference Reports5    Cost recovery   

2.7  Interbank Borrowing Rate:      

2.7.1 Overnight /Call money  Negotiable  

2.7.2 Tenured  Negotiable  

 

 
 

 

 

                                                             
5 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.  
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 SECTION 3: CURRENT ACCOUNT MAINTENANCE FEE  

  

  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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banks ,    

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 for 
the first year and 0.5% on subsequent years on contingent 
liabilities  

4.2  Performance Bond  
(chargeable from date of contingent 
liability)6  

Negotiable subject to a maximum of 1% of the Bond value for 
the first year and 0.5% on subsequent years on contingent 
liabilities  

4.3  Advance Payment  
Guarantee (APG)  
  
(chargeable from date of contingent 
liability)  

Negotiable subject to a maximum of 1% of the APG value for the 

first year and 0.5% on subsequent years on contingent liabilities  

Note: Fees shall be charged based on the value of advance 
payment received by the bank  

4.4  Third-party Cheque  
Indemnities  

To be discouraged – However, negotiable for nonclearing 
financial institutions e.g. Micro-finance  

4.5  Bank Guarantee  Negotiable subject to a maximum of 1% of the Guarantee value 
for the first year and 0.5% on subsequent years on contingent 
liabilities  

4.6  Other Bonds, Guarantees and  
Indemnities  

Negotiable subject to a maximum of 1% of the value for the first 
year and 0.5% on subsequent years on contingent liabilities  

 

 

 

  

                                                             
6 Chargeable date refers to the date that the amount is received. Where a Guarantee involves the 

receipt of funds from a third party, the contingent liability is deemed to arise on the date of receipt and 

charges based on the amount received  
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applicable )   

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  

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 plus offshore charges  

5.10  Collection Charge on Cheques  1% of cheque value or Naira equivalent of US $10, whichever is 
lower  
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SECTION 6: BILLS FOR COLLECTION 

  DESCRIPTION  RATE  

   Bills for Collection (Inward)  

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 Non-

Payment, 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:  
Commission on  Bills for  
Collection  

Negotiable subject to a maximum of 0.5% of the face value of 
the bill  

6.6  Bills for Collection –  
Negotiation  

Negotiable  
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SECTION 7: STRAIGHT FORWARD HANDLING OF 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  

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  



 

872 
 

  

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  

N3,000 in addition to maintenance fee on Form NXP as advised 
by the CBN.  

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 (Import)  

8.5  Purchase of Form A  N3,000 in addition to maintenance fee on Form NXP as advised 
by the CBN.  

8.6  Form M:     

8.6.1 Processing  N3,000 in addition to maintenance fee on Form NXP as advised 
by the CBN.  

8.6.2 Amendment  Negotiable subject to a maximum of  N5,000  

8.6.3 Revalidation/  
Extensions  

Negotiable subject to a maximum of  N5,000  

8.7  LC Establishment  
Commission  
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  DESCRIPTION  RATE  

 8.7.1 For credits up to 180 days  1% of face value  

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 as specified in 8.7   

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 above)  

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   

8.13  Processing of Form NCX  N3,000 in addition to maintenance fee on Form NCX as advised 
by the CBN.  
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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 non-account 
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 (In-
Branch) at the instance of the 
Customer  

(a)  Intra-bank – No charge  

(b)  maximum of N50 per transaction  

9.7  Direct Debit    

  9.7.1 Direct Debit Charge  Same as the cost of platform used  

  9.7.2 Failed Direct Debit   9.7.2.1 Due to reasons other than the account being 

unfunded) - No charge  

9.7.2.2 Due to the account being unfunded - 1% of amount or 
N5,000 whichever is higher (to be borne by drawer only).  

9.8  Safe Custody  Negotiable  

9.9  Stopped Cheques  N500 per order  

9.10   a. Processing fee – N100 flat   
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  DESCRIPTION  RATE  

 Purchase/Sale of Treasury  
Bills for Customers  

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 N2,500.  

10.1.2 Software Token – One  
Time Password (OTP)  

No charge.   

However, where the OTP is sent to the customer via SMS, 
charges will be on cost recovery basis.  

10.1.3 Hardware Token 
replacement  

Cost recovery subject to a maximum of N2,500.   

(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)  

 Negotiable subject to a maximum of N500per beneficiary 
payable by the sender  

10.2  
Electronic Funds Transfer:  
  

Below N5,000 – N10  
N5,001 - N50,000 – N25  
Above N50,000 – N50  

10.3  RTGS  N950  

10.4  Card Maintenance Fee     

10.4.1 Foreign Currency  
Denominated Debit/Credit  
Cards  

$10 p.a. (or its equivalent)  

10.4.2 Naira Debit/Credit  
Card  

Cards linked to current account- No charge  

Cards linked to savings accounts- maximum of N50 quarterly 
maintenance fee  

10.5  Credit 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)  
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  DESCRIPTION  RATE  

 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 Interest Charges  Negotiable  

10.6  Debit Card Charges:     

10.6.1 Issuance Fee  N1,000 (one-off charge). The same charge applies irrespective 
of card type (i.e. regular or premium card)  

10.6.2 Remote-On-Us (from other 
bank's ATM) in Nigeria.  

maximum of N35 after the third withdrawal within the same 
month  

10.6.2 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) 

10.6.3 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)  

10.6.4 Prepaid Card  
Loading/Unloading  

No charge   

10.7  ATM Transactions:     

10.7.1 On-Us (withdrawal from 
issuing bank's ATM)  

No charge  

10.7.2 Not On-Us (withdrawal from 
other bank's ATM) in Nigeria.  

N35 after the third withdrawal within the same month  

  10.7.3 International  
Withdrawals (per  

Exact cost by international acquirer (cost recovery)  
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  DESCRIPTION  RATE  

 transaction) whether debit/credit 
card  

 

10.8  Merchant Service  
Commission (MSC)  

General Merchant  
(Including Domestic,  
International Travels and  
Entertainment)  

0.50% of transaction value but not more than  
N1,000  

10.9  Bulk Payments (e.g. Salaries,  
Dividends etc)  

Negotiable subject to a maximum of N15 per beneficiary 
payable by the sender  

10.10  Transaction Alerts     

10.10.1 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.                                     

Cost recovery (on customer-induced transactions)  
No charge (for bank-induced transactions)  

10.10.2 Email notification  No charge  

10.11  PIN Reissue  No charge  

10.12  PIN Reset  No charge  

 
 
10.13  

    

Use of Unstructured  
Supplementary Service Data  
(USSD)  

 Current NIP charges apply  

10.14  Purchase with cash-back  N100 per N20,000 subject to cumulative N60,000 daily 
withdrawal  
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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  

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  

11.6.2 Foreign  Negotiable  
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  DESCRIPTION  RATE  

11.7  Status Enquiry at the Request of 
Customer  

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  

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  
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  DESCRIPTION  RATE  

11.15  Intra-bank Cash 
Deposits/withdrawals within 
limits approved by the CBN  

No charge  

11.16  Cost of Cheque Books    

11.16.1 Cheque Books  Cost recovery    

11.16.2 Counter Cheque  N50 per leaflet  

11.17  Advisory/Consultancy fee  Negotiable (only applies where there is a written 
advisory/consultancy agreement between the bank and the 
customer)  

11.18  Cashless Policy    

11.18.1 Individual  Cash deposit - 2% for transactions above N500,000  

Cash withdrawal - 3% for transactions above N500,000 

11.18.2 Corporate  Cash deposit - 3% for transactions above N3,000,000  

Cash withdrawal - 5% for transactions above N3,000,000  
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SECTION 12: SANCTIONS  

 

i. Financial Institutions are to note that any breach of the provisions of this Guide 

carries a penalty of N 2,000,000 per infraction or as may be determined by the 

CBN from time to time.  

ii. Where a bank is found to have wrongfully imposed a particular charge on  its 

customers, the provision of Section (i) above shall apply for the charge on each 

customer.   

iii. Failure to comply with CBN’s directive in respect of any infraction shall attract a 

further penalty of N2,000,000 daily until the directive is complied with or as may 

be determined by the CBN from time to time.  

iv. Banks are required to log every complaint received from their customers into the 

Consumer Complaints Management System (CCMS) and must generate a 

unique reference code for each complaint lodged, which must be given to the 

customer. Failure to log and provide the code to the customer amounts to a 

breach and is sanctionable with a penalty of N1,000,000 per breach.  

v. A penalty of N100,000 shall be imposed on a financial institution that contravenes 

the provisions of Part 6C.  
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                     PART 2:  OTHER FINANCIAL INSTITUTIONS  
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PART 2 (A): MICRO-FINANCE BANKS 
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SECTION 1: INTEREST ON DEPOSITS  

 

   DESCRIPTION  RATE   

1.1  Current Accounts  Negotiable7  

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  

 

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

                                                             
7 The responsibility for initiating the negotiation of interest shall be at the instance of the customer  
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SECTION 2: INTEREST RATES AND LENDING FEES  
  DESCRIPTION  RATE  

  INTEREST RATES    

2.1  Interest Rate on loans, authorized 

overdrafts and other 

advances/facilities8 

  
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 Leasing/Microfinance related 
Hire purchase  Negotiable  

2.5  

Penal Rate9 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 Fee10 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).  

2.7  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.  

                                                             
8 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  

9 Three (3) days grace period shall be allowed before penal charge shall be applied on the 

account. For the avoidance of doubt, there is no forbearance of penal charge for the duration 

of the grace period.  
10 Management fee is chargeable for all fresh requests and renewals of expired facilities. No charges for 

requests declined'  
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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)  

2.10  Credit Reference Reports11  Cost recovery   

2.11  Charges for Consortium  
Lending  

   

   

   

   

   

2.11.1 Agency Fee  Negotiable  

2.11.2 Management Fee  Negotiable subject to a maximum of 1% of principal amount  (One–
off charge)'  

2.11.3 Commitment/Non- 
Drawing Fee  

Negotiable subject to a maximum of 0.5% of the 
undisbursed amount   (one-off charge)  

  DESCRIPTION   RATE  

 2.11.4 Commission Charges for 
Underwriting Services  

Negotiable   

 

    

                                                             
11 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.  
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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 for 

the first year and 0.5% on subsequent years on contingent 

liabilities  

Note: Fees shall be charged based on the value of advance 
payment received by the bank  

4.2  Guarantees and Indemnities  Negotiable subject to a maximum of 1% of the value for the 

first year and 0.5% on subsequent  

years on contingent liabilities  
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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 (In-Branch) at 
the instance of the customer  

 

   
   

5.6.1 Intra-bank    No charge  

5.6.2 Inter- bank   N15 per transaction  

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 N2,500.  

6.1.2 Software Token (OTP)  

No charge.   

However, where the OTP is sent to the customer via SMS, 
charges will be on cost recovery basis.  

6.1.3 Hardware Token Replacement  

Cost recovery subject to a maximum of N2,500 (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)  

 Below N5,000 – N10 
 N5,001 - N50,000 – N25  
 Above N50,000 – N50 

6.4  Bills Payment   Negotiable subject to a maximum of N100  

6.5  Usage of USSD Code for Transactions  Current NIP charges apply  

6.6  Naira Debit Card Charges:     

6.6.1 Issuance Fee  N1,000 (one-off charge. The same charge applies irrespective of 
card type (i.e. regular or premium card)  

   

   

   

6.6.2 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)  

6.6.3 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)  
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  DESCRIPTION  RATE  

 6.6.4 ATM Bills Payment  N50  

6.6.5 Debit Card Maintenance Fee  No charge   

6.6.6 Prepaid Card Loading/Unloading  No charge  

6.7  

   

   

   

ATM Transactions:     

6.7.1 (withdrawal from issuing bank's 
ATM)  

No charge  

6.7.2 Not On-Us (withdrawal from 
other bank's ATM)   

N35 after the third withdrawal within the same month  

6.7.3 On Approved Independent ATMs  No charge  

6.8  

   

Merchant Service Commission (MSC)  

General Merchant (Including Domestic, 
International Travels and Entertainment)  

0.50% of transaction value but not more than N1,000  

6.9  Bulk Payments (e.g. Salaries, Dividends 
etc):  

Negotiable subject to a maximum of N50 per beneficiary payable 
by the sender  

6.10  

   

   

Transaction Alert      

6.10.1 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.          

Cost recovery (on customer-induced transactions)  
No charge (for bank-induced transactions)  

6.10.2 Email Notification  No charge  

6.11  Use of Unstructured  
Supplementary Service Data  
(USSD)  

 Current NIP charges apply  

  DESCRIPTION  RATE  

  Purchase with cash-back  N100 per N20,000 subject to cumulative N60,000 daily 
withdrawal  



 

893 
 

  

                  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/Non-indebtedness etc.)  

N500 per request  

7.9  

   

Verification of Customers’ Documents 
with Government Agencies:  
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  DESCRIPTION  RATE  

   

   

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  

7.15  Advisory/Consultancy fee  Negotiable. But only applies where there is a written 
advisory/consultancy agreement between the bank and the 
customer  

7.16  Cashless Policy    

  11.18.1 Individual  Cash deposit - 2% for transactions above N500,000  

Cash withdrawal - 3% for transactions above N500,000  

  11.18.2 Corporate  Cash deposit - 3% for transactions above N3,000,000  

  Cash withdrawal - 5% for transactions above  
N3,000,000  
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PART 2 (B): PRIMARY MORTGAGE BANKS  
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SECTION 1: INTEREST ON DEPOSITS  

  DESCRIPTION  RATE  

1.1  Current Accounts (Mortgage-focused)  Negotiable12  

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  

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                             
12The responsibility for initiating the negotiation of interest shall be at the instance of the customer  
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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  

2.2  Lending Fees     

2.2.1 Management Fee13 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 this 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  
(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).  

                                                             
13 Management fee is Chargeable for all fresh requests and renewals of expired facilities. No charges for 

requests declined'  
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undisbursed amount   

  DESCRIPTION  RATE  

 2.2.4 Penal Rate for Late Repayment of 

Loans14  

  

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)  

2.3  Credit Reference Reports15  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  

2.4.4 Commission Charges for  
Underwriting Services  

Negotiable  

 

 

    

 

 

                                                             
14 Seven (7) days grace period shall be allowed before penal charge shall be applied on the 

account. For the avoidance of doubt, there is no forbearance of penal charge for the duration 

of the grace period.  
15 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.  
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SECTION 3: CURRENT ACCOUNT MAINTENANCE FEE  

  

  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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SECTION 4: ELECTRONIC BANKING  
  DESCRIPTION  RATE  

4.1  

Internet Banking:     

4.1.1  Hardware Token  Cost recovery subject to a maximum charge of N2,500.  

4.1.2 Software Token – One Time  
Password (OTP)  

No charge.   

However, where the OTP is sent to the customer via SMS, 
charges will be on cost recovery basis.  

4.1.3 Hardware Token  
Replacement  

Cost recovery subject to a maximum of N2,500 (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 E-channels)   Negotiable subject to a maximum of N100  

4.2  Electronic Funds Transfer:  

Below N5,000 – N10 
N5,001 - N50,000 – N25 
Above N50,000 – N50 

4.3  RTGS  N950  

4.4  
Naira Annual Debit/Credit Card  
Maintenance Fee   No charge  

4.5  

Credit Card Charges:     

4.5.1 Interest Charges  Negotiable  

4.5.2 International Withdrawals  
(per transaction)  

Exact cost by international acquirer (Cost Recovery)  

4.6  

Debit Card Charges:     

4.6.1 Issuance Fee  

N1,000 (one-off charge). The same charge applies irrespective 
of card type (i.e. regular or premium card)  

4.6.2 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)  

4.6.3 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  
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4.6.4 International Withdrawals  
(per transaction)  

Exact cost by international acquirer (Cost Recovery)  

4.6.5 Prepaid Card Loading/Unloading  
No charge  

4.7  ATM Transactions:     

4.7.1 On-Us (withdrawal from issuing 
bank's ATM)  

No charge  

4.7.2 Not On-Us (withdrawal from other 
bank's ATM)   

N40 after the third withdrawal within the same month  

4.8  

Merchant Service Commission  
(MSC)  
General Merchant (Including Domestic, 
International travels and 
Entertainment)  

0.50% of transaction value but not more than N1,000  

4.9  
Bulk Payments (e.g. Salaries, Dividends 
etc.):  

Negotiable subject to a maximum of N50 per beneficiary 
payable by the sender  

4.10  

Transaction Alert   

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).  

Cost recovery (on customer-induced transactions)  
No charge (for bank-induced transactions)  

4.9.2 Email notification  No charge  

4.11  PIN Reissue  No charge  

4.12  PIN Reset  No charge  

 4.13 Use of Unstructured  
Supplementary Service Data  
(USSD)  

 Current NIP charges apply  

  DESCRIPTION  RATE  

  Purchase with cash-back  N100 per N20,000 subject to cumulative N60,000 daily 
withdrawal  
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No charge   

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)  

 

5.4.2 Special request for statement of 
account (request in a manner other 
than agreed on mandatory issuance)  

Maximum of N50 per page  

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/Non-indebtedness etc.)  

N500 per request.  

5.7  Verification of Customers’ Documents 
with Government Agencies:  
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No charge   

  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  

 

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  

5.14  Advisory/Consultancy fee  Negotiable (only applies where there is a written 
advisory/consultancy agreement between the bank and the 
customer)  

5.15  Cashless Policy    

  11.18.1 Individual  Cash deposit - 2% for transactions above N500,000  

Cash withdrawal - 3% for transactions above N500,000  

  11.18.2 Corporate  Cash deposit - 3% for transactions above N3,000,000  

Cash withdrawal - 5% for transactions above N3,000,000  
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PART 2 (C):  FINANCE COMPANIES  
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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 fee16 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  

2.2.4 Penal Rate for late repayment of 
loans17  

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)  

                                                             
16 Management fee is chargeable on all fresh requests and renewals of expired facilities. No charges for 

requests declined  

17 Seven (7) days grace period shall be allowed before penal charge shall be applied on the 

account. For the avoidance of doubt, there is no forbearance of penal charge for the duration 

of the grace period  
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  DESCRIPTION  RATE  

2.4  Credit Reference Reports18  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  

 

 

 

 

 

 
 

                                                             
18 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.  
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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  

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 

3.3  Advisory/Consultancy Fee  Negotiable. The fee only applies where there is a written 
advisory/consultancy agreement between the finance company 
and the customer  

3.4  Cashless Policy    

  11.18.1 Individual  Cash deposit - 2% for transactions above N500,000  

Cash withdrawal - 3% for transactions above N500,000  

  11.18.2 Corporate  Cash deposit - 3% for transactions above N3,000,000  

Cash withdrawal - 5% for transactions above N3,000,000  
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PART 3: MOBILE MONEY OPERATORS  
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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)  

Negotiable 

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  N2,500 (one- off)  

3.2  Software Token  

  

No charge.   

However, where the OTP is sent to the customer via  
SMS, charges will be on cost recovery basis  

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)  

 Current NIP charges apply  

3.10  Monthly Issuance of Statement of 
Account  

No charge  

3.11  Special Request for Statement of  
ABillccount  

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.  
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.   

TERMS   DEFINITION  

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.  

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 on Cheques    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.  
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TERMS  DEFINITION  

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.  

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.  
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TERMS  DEFINITION  

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.  

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 to a certain limit.    

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.  

RTGS  Real Time Gross Settlement System  
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TERMS   DEFINITION  

Sight bill   This is a bill of exchange which is payable on presentation to the drawee i.e. 
on demand.  

Status Enquiry     

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.  

      

  

  

    

http://www.businessdictionary.com/definition/undertaking.html
http://www.businessdictionary.com/definition/undertaking.html
http://www.businessdictionary.com/definition/undertaking.html
http://www.businessdictionary.com/definition/third-party.html
http://www.businessdictionary.com/definition/third-party.html
http://www.businessdictionary.com/definition/third-party.html
http://www.businessdictionary.com/definition/bank.html
http://www.businessdictionary.com/definition/bank.html
http://www.businessdictionary.com/definition/on-behalf-of.html
http://www.businessdictionary.com/definition/on-behalf-of.html
http://www.businessdictionary.com/definition/on-behalf-of.html
http://www.businessdictionary.com/definition/on-behalf-of.html
http://www.businessdictionary.com/definition/party.html
http://www.businessdictionary.com/definition/party.html
http://www.businessdictionary.com/definition/transaction.html
http://www.businessdictionary.com/definition/transaction.html
http://www.businessdictionary.com/definition/contract.html
http://www.businessdictionary.com/definition/cover.html
http://www.businessdictionary.com/definition/cover.html
http://www.businessdictionary.com/definition/capital-gain-loss-holding-period.html
http://www.businessdictionary.com/definition/capital-gain-loss-holding-period.html
http://www.businessdictionary.com/definition/damage.html
http://www.businessdictionary.com/definition/damage.html
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PART 5 - MINIMUM DISCLOSURE REQUIREMENTS IN OFFER LETTERS FOR 

CREDIT FACILITIES/LOANS 
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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. 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.  
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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 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, receipt by the bank of collateral 
documentation, execution of loan offer letter, etc.  
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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.  

  

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 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.  

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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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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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.  

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.  



 

923 
 

                                    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.  

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.  
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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  - Issue offer letter stating all terms and conditions, most 

importantly when risk crystallizes;  

- 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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1.0  INTRODUCTION  

  

The Central Bank of Nigeria (CBN) has introduced several reforms and institutions to 

enable mortgage lenders to achieve the mandate of creating mortgages to improve 

homeownership in Nigeria. The reforms have all been within the framework of the 

Financial System Strategy (FSS) 2020 and resulted in the revision of the Guidelines 

for Primary Mortgage Banks to address capital requirements, improve corporate 

governance and restrict permissible activities to mortgage lending and real estate 

construction financing. It also led to the birthing of a housing finance program that 

focused on removing the constraints of the paucity of long term funds for mortgage 

lending, improving underwriting standards and overcoming foreclosure difficulties, 

among others.  

  

One of the components of the housing finance program is the establishment of 

mortgage guarantee companies (MGCs) to further deepen the mortgage market 

through increased access to mortgage finance and sharing of credit risk with 

mortgage lending institutions. MGCs facilitate increased access to housing finance by 

reducing or replacing the requirement for equity contribution that would otherwise 

disqualify mortgagors from accessing mortgages as required by the uniform 

underwriting standards. As a credit risk transfer mechanism for mortgage lenders, 

MGCs enable management of portfolio concentration risk and serve as a basis for 

capital relief in the computation of capital adequacy ratios on mortgage assets.   

  

Pursuant to the provisions of the Central Bank of Nigeria (CBN) Act 2007, Banks and 

Other Financial Institutions Act (BOFIA), other relevant Laws, and CBN Guidelines and 

Circulars, this Guideline is, therefore, issued for the regulatory and supervisory 

oversight of MGCs. The Guideline prescribes the basic requirements for the business 

of providing mortgage guarantees to mortgage lenders. It sets the capital 

requirements for the MGC, including its minimum paid-up capital, maximum 

leverage limit, and the minimum risk-weighted capital requirement. It also prescribes 

permissible investments and liquidity requirements in addition to procedures for the 

management of the MGC's risk profile as prescribed by an actuarial report.  
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 1.1  DEFINITION OF MGC  

A Mortgage Guarantee Company (MGC) is a financial institution established to 

provide guarantees or partial guarantees to lenders against losses resulting from 

borrower defaults on residential mortgage loans.  

1.2  OBJECTIVE OF AN MGC  

The objective of an MGC is to support mortgage originators such as Primary 

Mortgage Banks (PMBs) and commercial banks to increase mortgage lending by 

guaranteeing or partially guaranteeing against losses resulting from borrower 

defaults on their residential mortgages.  

As a financial institution, the MGC would be under the regulatory and supervisory 

purview of the Central Bank of Nigeria (CBN).  

1.3   POWERS AND DUTIES OF THE CENTRAL BANK OF NIGERIA   

  

In line with the relevant provisions of BOFIA and CBN Act, the CBN shall exercise the 

following powers:  

(a) Granting and revocation of licence;   

(b) Determination of the minimum capital requirements;   

(c) Approval of the appointment of board members and senior management staff 

(Assistant General Manager or its equivalent and above);   

(d) Removal of board members and senior management staff (Assistant General 

Manager or its equivalent and above);   

(e) Regulation and supervision, which includes:   

i. Determining capital adequacy ratio, minimum liquidity ratio, and 

other prudential requirements;   

ii. Prescribing minimum criteria upon which guarantees may be 

extended; 

iii. Prescribing permissible activities;   

iv. Prescribing eligible real estate and mortgage assets or portfolios of 

eligible assets and the appropriate valuation model or methodology;   

v.  Conducting on-site and off-site 

supervision;   

vi.  Imposing sanctions for infractions;   

(f) Approving the appointment of External Auditors;  

(g) Issuance of no objection on annual audited accounts of MGCs before 

presentation at the AGM and subsequent publication; 
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(h) Approving change(s) in the MGC's organisational structure before its 

implementation; and 

(i) Any other power that may be exercised in line with the BOFIA, the CBN Act or 

any other relevant law. 

2.0  PERMISSIBLE AND NON-PERMISSIBLE ACTIVITIES  

2.1  PERMISSIBLE ACTIVITIES  

The MGC shall engage in the following activities:  

i. Full or partial guaranteeing of residential mortgage loans;  

ii. Invest in Government securities and other investments defined in Section 8.8 of this 

Guideline;  

iii. Assume ownership of a foreclosed residential property if a lender is unable to 

dispose of it. Provided that such holding shall not exceed 20% of its shareholders’ 

fund unimpaired by losses without the Bank’s prior written approval;    

iv. Issue bonds and notes to fund its operations;  

v. Provide technical assistance to lenders on credit and business development related 

activities to increase industry expertise; and  

vi. Other activities as may be prescribed by the CBN from time to time.  

 

2.2   NON-PERMISSIBLE ACTIVITIES  

The MGC shall NOT engage in the following activities:  

i. Acceptance of demand, savings and time deposits;  

ii. Grant consumer, commercial or mortgage loans;  

iii. Originate primary mortgages; 

iv. Finance real estate construction;  

v. Estate agency or facilities management;  

vi. Project management relating to real estate development;  

vii. Management of pension funds/schemes;  

viii. Foreign exchange, commodity and equity trading; and 

ix. Any other activity NOT expressly permitted by the CBN.  

 

3.0        LICENSING REQUIREMENTS  

 The licensing process shall consist of two stages: 

 1. Approval in Principle (AIP); and  

2. Final Approval.  
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 3.1   REQUIREMENTS FOR GRANT OF APPROVAL-IN-PRINCIPLE   

Any promoter(s) seeking a licence to operate an MGC in Nigeria shall apply in writing to the 

Governor of the CBN. The application shall be submitted along with the following documents:   

a. A non-refundable application fee of N100,000 [one hundred thousand Naira only] or any 

other amount as may be determined from time to time and payable to the CBN.   

b. Evidence of deposit of the capital requirements in line with Section 4.0 of this Guideline. 

The mode of payment may be through NIBSS or any other acceptable payment channel. 

The capital deposit will be refunded after the proposed institution obtains its final 

approval;  

c. Evidence of proposed name reservation with the Corporate Affairs Commission (CAC) of 

Nigeria.   

d. A detailed feasibility report which shall include:   

i. The aims and objectives of the proposed MGC (including the vision & mission 

statements);   

ii. Strategy for achieving the aims and objectives;  

iii. Branch expansion program [if any] within the first 5 years;  

iv. Proposed training programs for staff and management, as well as succession plan; 

v. A five-year financial projection for the operation of the MGC, indicating expected 

growth and profitability;   

vi. Details of the assumptions which form the basis of the financial projection;   

vii. The organisational structure of the MGC indicating the functions and 

responsibilities of the board and senior management;   

viii. Composition of the board of directors and interests represented;  

ix. Bank Verification Number (BVN) and Tax Clearance Certificate of each member of 

the Board and significant shareholders.  

x. The conclusions based on the assumptions made in the feasibility report.   

e. A draft copy of the Memorandum and Articles of Association;   

f. A list (in tabular form) showing the names of the promoters, amounts subscribed, 

business and residential addresses, names and addresses of their bankers and evidence 

of payment, with bank statements attached.   

g. Signed and dated curricula vitae of promoters or their nominees, in the case of 

corporate investor(s);   
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h. Signed and dated curricula vitae of proposed directors including BVN, Tax  

Clearance Certificate for the last 3 years and valid means of identification;  

i. The business profile of corporate investor(s), if any;   

j. The "Approved Persons Regime " questionnaire (Annexure-II) shall be completed and 

attached to the signed Curriculum Vitae (CV) of each significant shareholder (holding at 

least 5 per cent of the MGC's equity), proposed directors and top management staff; 

and  

k. A detailed Manual of Operations containing the following:  

i. Guarantee products that the MGC shall offer including the terms and conditions for 

assigning such guarantees and actuarial standards used to manage the risk inherent 

in the products.   

ii. Specify the underwriting criteria to be applied in evaluating applications for 

guarantees.  

iii. Specify the standards and criteria for issuing the guarantee, the portability of the 

guarantee, and the method of payment for securing the guarantee.  

iv. State the standards and criteria for the pricing of the MGC's products, including 

differential pricing of equitable and legal mortgages, non-interest mortgages, and 

other mortgages that might be guaranteed.  

v. Include a Master Guaranty Agreement that will govern the guaranteed provisions 

between the MGC and the lenders. vi. Conform to the applicable provisions of the 

Guide to Bank Charges.  

l. Asset/Liability Management (ALM) Policy that highlights the MGC'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 MGC's 

Asset/Liability Management Committee.  

m. Financial Management Policy that highlights 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.  

v. Auditing and periodic testing of internal controls.  

n. Policy on Anti-Money Laundering /Combating the Financing of Terrorism (AML/CFT).  
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o. An Enterprise-Wide Risk Management Guideline.   

p. Code of Ethics and Business Conduct that specifies high standards for honesty, integrity, 

and fairness for the MGC'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 MGC shall be required to sign 

the Code of Ethics and Business Conduct.  

3.1.1 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.   

  

3.1.2 A proposed MGC shall not incorporate/register its name with the CAC until it has obtained 

an AIP from the CBN, in writing, a copy of which it shall present to the CAC for registration.   

  

3.2  REQUIREMENTS FOR GRANTING OF FINAL LICENCE  

The promoters of a proposed MGC shall submit an application for the grant of a final 

licence to the CBN not later than six (6) months after obtaining the A.I.P. The application 

shall be accompanied by the following:  

i. A non-refundable licensing fee of N1,000,000.00 (One Million Naira Only) in a 

bank draft payable to the Central Bank of Nigeria;   

ii. Evidence of capital contribution made by each shareholder;    

iii. Certified true copy (CTC) of Certificate of Incorporation;  

iv. CTC of MEMART;  

v. CTC of Form CAC 1.1;  

vi. Address of Head Office for the take-off of the business;  

vii. Schedule of changes, if any, in the Board, Management and Shareholding after the 

grant of AIP;  

viii. Signed and dated curricula vitae of proposed top management staff including 

BVN, Tax Clearance Certificate for the last 3 years and valid means of 

identification;  

ix. Evidence of ability to meet technical requirements in staffing and of having set-up 

infrastructural facilities such as office equipment, computers, 
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telecommunications, to perform the MGC’s operations and meet CBN and other 

regulatory requirements;  

x. Copies of letters of offer and acceptance of employment in respect of the 

management team;  

xi. Comprehensive plan on the commencement of operations with milestones and 

timelines for the roll-out of key payment channels; and  

xii. Board and staff training programme.  

3.3.  Conduct of Pre-Licencing Inspection  

   

As a requirement to the grant of a final license, the CBN shall inspect the premises and 

facilities of the proposed MGC to, amongst others:  

a. Check the physical structure of the office building and infrastructure provided for 

take-off;  

b. Sight the original copies of the documents submitted in support of the application 

for license;   

c. Meet with the Board and Management team whose CVs had earlier been 

submitted; and   

d. Verify the capital contributions of the promoters.  

  

3.4.  Requirements for commencement of operations   

  

The company shall, through a letter, inform the CBN of  its readiness to commence 

operations, and such information shall be submitted along with a copy of each of the 

following:  

a. Shareholders’ Register;  

b. The share certificates issued to each investor;  

c. The opening statement of affairs prepared by a firm of auditors and signed by two 

directors;  

d. Enterprise Risk Management Framework (ERMF);  

e. Internal control policy;   

f. Minutes of pre-commencement board meeting; and  
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g. Evidence of integration of their infrastructure with the National Payments System.  

  

3.5.  Post-commencement Requirements  

An MGC shall:  

i. Comply with all guidelines and regulations issued by the CBN and other sector 

regulators.  

ii. Maintain an adequate accounting system and records which capture its financial 

condition.   

iii. Maintain an unimpaired minimum capital at all times.  

iv. Always comply with the requirements incidental to the authorisation to perform 

its operations as stipulated by the CBN.  

4.0   FINANCIAL REQUIREMENTS   

The financial requirements which may be varied as the CBN considers necessary are as 

follows:  

Minimum paid-up capital      N10,000,000,000.00  

Non-Refundable application     N100,000.00  

Non-Refundable Licensing Fee    N1,000,000.00  

Change of Name fee       N50,000.00  

    

5.0    CORPORATE GOVERNANCE REQUIREMENTS  

5.1      BOARD OF DIRECTORS  

 

5.1.1 The ultimate responsibility for the operations of every MGC shall be vested in its Board 

of Directors.  

5.1.2  The number of directors on the board of the MGC shall be a minimum of seven [7] and 

a maximum of eleven [11] with at least one member having experience actuarial or 

insurance work. The non-executive members shall exceed the number of the executive 

directors at any point in time, and at least one shall be an independent director.  

5.1.3 The Bank shall approve the appointment of each director who shall meet the 

qualifications for licenced MGC directors as may be specified by the Bank from time to 

time.  



 

938 
 

5.1.4   Executive directors of the MGC 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 shall not exceed a 

total of 10 years while a nonexecutive director shall not serve for periods exceeding 12 

years in total.  

  

5.1.5  Any executive director who has served two 5-year terms may equally serve as Managing 

Director, if so appointed, for the maximum of two 5-year terms (a combined maximum 

of 20 years).  

  

5.1.6 Transmutation from an executive to a non-executive director shall not be allowed until after 

3 years following cessation of the executive appointment.   

 

5.2  MINIMUM QUALIFICATIONS FOR BOARD MEMBERS  

  

5.2.1   The following minimum qualifications and experience are mandatory for persons who 

may occupy the positions of Managing Director/Chief Executive or executive members 

of the Board.  

• A minimum of first degree from a recognised University or its equivalent in any 

discipline (additional qualification in any business-related discipline would be an 

advantage); and  

• A minimum of 15 years post-graduation experience, out of which, at least 10, must 

have been in the financial services industry (related to risk management and 

insurance), and at least 5, at the senior/top management level.  

5.2.2   The following minimum qualifications and experience are mandatory for persons who 

may occupy the positions of Non-Executive members of the Board.  

i. A minimum of first degree from a recognised University or its equivalent in any 

discipline with at least 5 years post qualification;  

ii. Proven skills and competencies in their fields;  

iii. Knowledge of the operations of the financial institution and relevant laws and 

regulations guiding the financial services industry; and  

iv. Ability to interpret financial statements and make meaningful contributions to board 

deliberations.   
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5.2.3  For the positions of Chief Executive Officer, Chief Operating Officer Chief Financial 

Officer, Chief Risk Officer, or their equivalents, cognate experience shall be required.  

Notwithstanding the requirements stated above, the CBN may, at its discretion, approve or 

disapprove the appointments of candidates under special circumstances.  

5.3  RESPONSIBILITIES OF THE BOARD OF DIRECTORS  

  

5.3.1  The responsibilities of the Board of Directors shall be as specified in the CBN Code of 

Corporate Governance.  

5.3.2   The Board of Directors shall appoint an actuary to review the risk profile of the company 

on an annual basis and provide the company with an Actuarial Assessment.  

5.3.3  The Board of Directors shall establish, in addition to other board committees, an audit 

and risk management committee, with at least one member having a background in 

actuarial or insurance work. Where the Board has demonstrated it was unable to meet 

this requirement despite its best endeavor, it shall, subject to prior approval of the CBN, 

allow a consultant of such background to be an advisor to the Board during its 

deliberations.  

5.3.4  The Board of Directors shall specify the scope of the committees' powers and 

responsibilities, and their structures, processes and membership requirements. Every 

Board committee shall be headed by a Non-Executive Directors.   

5.3.5  The Board of Directors shall mandate an independent consultant to conduct an annual 

review/appraisal of the Board in line with the requirements of the CBN Code of Corporate 

Governance.  

5.4     DUTIES OF DIRECTORS  

In addition to the duties specified under CAMA, Directors shall have the duty to:  

i. Act in good faith, in a manner they believe to be in the MGC's best interests, and with 

such care, including reasonable inquiry, as an ordinarily prudent person in a like position 

would use under similar circumstances.  

ii. Administer the MGC's affairs fairly and impartially and without discrimination in favour 

of, or against, any shareholder or client.  

iii. Direct the MGC's operations in conformity with the requirements set forth in these 

regulations and other such requirements and directives as the Bank shall issue from time 

to time.  



 

940 
 

iv. Periodically review the following MGC's plans and policies: Business Plan, Capital Plan, 

Pricing Policy, ALM Policy, Financial Management Policy, and the Code of Ethics and 

Business Conduct.  

v. Prepare and publish the MGC's annual report, including its audited financial statements 

annually.  

vi. Approve annual budgets, financial projections, and proposed pay-outs of dividends.  

vii. Establish an Internal Audit function, which shall ensure that the operations of the 

company conform to internal rules and regulations. The Internal Auditor shall forward his 

report directly to the Board Audit Committee to strengthen corporate governance in the 

MGC.  

5.5  MINIMUM QUALIFICATIONS FOR SENIOR MANAGEMENT  

The following minimum qualifications and experience are mandatory for officers who may 

occupy senior management positions in the MGC.  

i. A minimum of a first degree from a recognised University or its equivalent in any 

discipline. Additional qualification in any business-related discipline would be an 

advantage.   

ii. A minimum of 10 years post-graduation experience, at least 5 years in the financial 

services industry with 3 years at top management level.  

5.6  DUTIES OF SENIOR MANAGEMENT  

The board shall define the duties of senior management to include:  

i. Carrying out the directives of the Board of Directors and conducting the day-today 

operations of the MGC in a safe and sound manner, including the establishment, 

implementation, and maintenance of the internal control system required by these 

regulations;  

ii. Ensuring that the employees of the MGC fully understand and comply with all policies, 

procedures, and legal requirements applicable to their positions and responsibilities, 

including adherence to approved risk tolerances and mitigation strategies;  

iii. Ensuring that there is appropriate segregation of duties among employees;  

iv. Ensuring that employees receive necessary and appropriate information and training;  
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v. Developing and implementing procedures that translate the major business objectives, 

strategies, and policies established by the Board of Directors into effective operating 

standards;  

vi. Ensuring adherence to the lines of authority and responsibility established by the Board;  

vii. Overseeing the implementation and maintenance of management information and other 

operating systems;  

viii. Establishing and implementing an effective system to track internal control weaknesses 

and remedial actions;  

ix. Monitoring and reporting periodically to the Board of Directors and Board Audit and Risk 

Committee on the achievement of business objectives and effectiveness of the internal 

control system;  

x. Conducting an annual risk assessment that identifies and evaluates all material risks that 

could adversely affect the achievement of business objectives and compliance 

requirements. The risk assessment report shall be reviewed promptly by the Board Risk 

Management Committee;  

xi. Developing and implementing a robust Enterprise-wide Risk Management Framework.  

  

6.0   SOURCES OF FUNDS  

The sources of funds for the MGC shall consist of the following:  

a) Paid-up share capital and reserves.  

b) Debentures/bonds.  

c) Loans from national and supra-national governments and other bodies.  

d) Donations/ Grants/ Loans from Development Partners.  

e) Gifts and donations from charitable institutions.  

f) Any other source as may be approved by the CBN from time to time.   

7.0   PERIODIC RETURNS  

 An MGC shall render the following returns to the CBN:  

a. Monthly Returns and schedules: Monthly Returns shall include statements of assets & 

liabilities, income and capital compliance, and leverage (Appendix A).  
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b. Quarterly Returns and schedules: Quarterly Returns include statements of cash flow, 

guarantee fees received, claims paid, capital, investments, outstanding guarantees, 

outstanding liabilities, and shareholders' funds (Appendix A).  

c. Annual Actuarial Report: This report shall be produced in accordance with generally 

accepted Actuarial Reporting Practice and shall provide an assessment of the on-going 

financial sustainability of the MGC and appropriateness of the guarantee fees, severity 

ratio, loss ratio, operating expense ratio, combined ratio, return on equity, return on 

capital holding target and capital available to minimum capital required.  

All returns shall be submitted to the Director, Other Financial Institutions Supervision 

Department, CBN.  

 

7.1  DEADLINE FOR SUBMISSION OF RETURNS  

  

The MGC shall submit the required returns to the Bank within the period specified as follows or 

as may be specified by the CBN from time to time:  

a. Monthly - Not later than ten (10) working days after the end of each month.  

b. Quarterly - Not later than ten (10) working days after the end of each quarter.  

c. Annual Actuarial Report - Not later than 3 months after the end of its financial year.  

7.2  DOMESTIC REPORT & AUDIT OPINION ON GOING-CONCERN STATUS  

  

a. The External Auditors shall forward to the Bank, a copy of the domestic report 

[management letter] on the MGC's activities, not later than 3 months after the end of its 

financial year.  

b. An MGC shall, as part of its audited financial statements, include a statement on the 

effectiveness of the internal control signed off by the Board of Directors.  

c. Every annual audited financial statement of the MGC shall contain opinion on the ability 

of such an institution to continue as a going concern into the foreseeable future as 

required by the International Auditing Guidelines No. 23 on Going Concern. This opinion 

will take into account the Annual Actuarial Review of the MGC.  

  

7.3  PUBLICATION OF AUDITED FINANCIAL STATEMENTS  

7.3.1 An MGC shall submit its audited financial statements, which shall be in line with IFRS and 

the abridged version to the Director, Other Financial Institutions Supervision Department 

for consideration before publication.  



 

943 
 

7.3.2  The annual Financial Statement shall include a description of the methodology for 

analysing and computing the Premium Deficiency Reserve, Unearned Premium Reserves, 

Loss Reserves, and Contingency reserve.   

7.3.3  Subject to the prior approval in writing of the Bank, an MGC shall not later than 4 months 

after the end of its financial year:  

a. Publish its audited financial statements on its website and in a national daily newspaper 

printed and circulating in Nigeria; and   

b. Display the abridged financial statement in a conspicuous position in each of its offices 

and branches in Nigeria.   

7.3.4  Every published audited financial statement of an MGC shall disclose in detail, penalties 

paid as a result of the contravention of the provisions of BOFIA, policies, circulars, and 

guidelines in force during the financial year and the auditor’s report shall reflect such 

contravention(s).   

 7.3.5  An MGC shall forward a copy of the newspaper in which it publishes its audited financial 

statement to the Director, Other Financial Institutions Supervision Department, CBN.  

  

8.0  PRUDENTIAL REQUIREMENTS  

8.1   CAPITAL STRUCTURE  

An MGC shall maintain at all times a minimum paid-up capital as the Bank may prescribe.  

8.1.1 CAPITAL STANDARDS  

Capital Adequacy Measurement and Restrictions: All mortgage guarantee companies shall 

compute capital adequacy ratio and comply with related restrictions based on the 

Required Solvency Approach laid out in Appendix B.  

8.1.2  TIER 1 CAPITAL  

Tier 1 Capital shall consist of paid-up capital and reserves plus retained earnings, 

contingency reserves, and other allowable current earnings less goodwill and other 

intangible assets and identified losses, or as otherwise defined by the Bank for mortgage 

guarantee companies.  

8.1.3  TIER II CAPITAL  

Tier II Capital shall consist of borrowings, debt, and eligible reserves with tenor not less 

than ten (10) years. Where the tier II capital of an MGC is guaranteed, it shall be required 

to submit additional reports as may be determined by the CBN from time to time.   
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8.1.4   RESERVES  

MGCs shall maintain three separate reserves as follows:  

a. Loss Reserve computed according to the procedures outlined in the Appendix C. This 

reserve will accurately reflect loss frequency and loss severity and shall include 

components for claims reported and for claims incurred but not reported including 

estimated losses on:  

i. Guaranteed loans that have resulted in the conveyance of property that remains 

unsold;  

ii. Guaranteed loans in the process of foreclosure;  

iii. Guaranteed loans in default for 120 days; and  

b. An Unearned Guarantee fees Reserve that will be calculated according to the accounting 

procedures prescribed in the Operations Manual of an MGC. Current guarantee fees will 

be taken into income according to these procedures.  

c. A Contingency Reserve that will be calculated according to the accounting procedures 

prescribed in Appendix C. This reserve will be the higher of the contingency reserve 

calculated or 5% of the total net mortgage guarantee risk assumed.  

  

8.2  CAPITAL ADEQUACY RATIO  

  

a) An MGC shall maintain a Capital Adequacy Ratio (CAR) of more than 100% determined by 

comparing the Available Solvency Margin (ASM) with the Required Solvency Margin 

(RSM) (as in Appendix B).  

b) Where the CAR is less than 100% but above 75%, an MGC shall be required to report its 

solvency position and other key indicators at a frequency as may be specified by the Bank. 

The MGC shall also be required to provide a time-bound action plan to return the CAR 

above 100% to the Bank.  

c) Where the CAR is less than 75% but above 50%, an MGC shall be required to provide an 

action plan to return the CAR above 75% within the time frame specified by the Bank.  

d) Where the CAR is less than 50% but above 25%, an MGC shall be required to implement 

measures specified by the Bank, which may include new capital injection, within a time 

frame.  

e) Where the CAR is less than 25%, an MGC shall cease underwriting new business and shall 

be required to take immediate steps as directed by the Bank.  
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Every MGC shall be required to hold a portfolio of investments that will adequately  

hedge the stream   of liabilities identified by an Actuary  in the Annual Actuarial Report.   

PERMISSIBLE INVESTMENTS AND RESTRICTIONS   

The fol lowing assets shall be permissible MGC investments:   

( a )   Government Securities .   

( b )   Deposits with  licenced banks.   

( c )   Deposits held at the Bank.   

( c )   Other investments specifically permitted by the Bank.   

( d )   F inancial derivatives  subject to  the   sole   purpose of hedging .   

8.3  RESTRICTION ON DIVIDEND  

An MGC shall not declare or pay out dividends that will result in the Capital Adequacy Ratio falling 

below 100%.  

  

8.4  RISK SHARING  

An MGC shall retain at least 50% of its risk in force at all times. The balance may be ceded to one 

or more mortgage re-insurers that have been licenced to operate in Nigeria. Any risk reinsured 

by an MGC must be in accordance with a written reinsurance strategy submitted to the Bank.  

  

 8.5  MORTGAGE GUARANTEE COVERAGE  

All requirements for a mortgage guarantee shall be documented in the MGC’s program manual 

and Master Guarantee Agreement.  

8.6  ISSUANCE OF MORTGAGE GUARANTEE CERTIFICATE  

All measures to be taken to mitigate loss in the event of a delinquent mortgage shall be 

documented in an MGC’s program manual and Master Guarantee Agreement.  

8.7  MANAGEMENT OF MORTGAGE GUARANTEE RISK  

 8.8 

  

 

 

8.9        ASSEST IMPAIRMENT  
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Asset impairment shall be recognised, measured, and treated in line with the relevant IFRS 

provisions.   

 

8.10  UNIFORM UNDERWRITING STANDARDS  

  

An MGC shall uphold the industry Uniform Underwriting Standards (UUS) for residential 

mortgages.  

  

  

9.0      OTHER REGULATORY APPROVALS  

9.1     APPOINTMENT OF EXTERNAL AUDITORS  

The qualifications, appointment, and removal of External Auditors and the Actuaries shall be in 

accordance with the provisions of BOFIA, CBN circulars and other relevant Laws.  

  

9.2   BRANCH EXPANSION, RELOCATION/CLOSURE  

a. An MGC shall not open, relocate or close a branch without the prior approval in writing of 

the Bank.  

b. Every application for the opening of a new branch shall be submitted along with the following 

documents:  

(i) A copy of Board resolution.  

(ii) A detailed feasibility report on the proposed branch showing the:  

• Rationale.  

• Initial capital outlay.  

• Projected income and expenditures for a 5-year period.  

• Proposed organisational structure.  

• Staffing requirements.  

• Assumption for the financial projection in the report.  

c. Every MGC seeking approval for the opening of a new branch must have good financial 

performance and comply with all prudential requirements.  

d. Every application for the closure of a branch shall be submitted along with a copy of the Board 

resolution and reasons for closure.  
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9.3  CHANGES IN THE OWNERSHIP STRUCTURE  

Except with the prior written consent of the Bank, no MGC shall enter into an agreement or 

arrangement:  

a. resulting in a change in control or ownership of the MGC;  

b. for sale, disposal or transfer of the whole or any part of the business of the MGC;  

c. for the business combination of the MGC with any other entity;  

d. for the reconstruction of the MGC; and  

e. to employ a management agent or to transfer its business to any such agent.  

10.0 ON-SITE EXAMINATION  

10.1  The Bank shall conduct periodic examinations on MGCs, following the same procedures 

and protocols that it uses to examine other licenced institutions within its supervisory 

purview.  

10.2  MGCs shall make their books and records readily available for inspection and other 

supervisory purposes within a reasonable timeframe upon request by the Bank.  

  

11.0 COMPLIANCE WITH ANTI-MONEY LAUNDERING/COMBATTING THE FINANCING OF 

TERRORISM (AML/CFT) REGULATIONS  

  

An MGC shall comply with the Central Bank of Nigeria (Anti-Money Laundering and 

Combating Financing of Terrorism for Banks and Other Financial Institutions in Nigeria), 

Regulations, 2013.   

  

12.0    ADMINISTRATIVE SANCTIONS   

12.1  The Bank may impose one or more of the following sanctions where any of the provision 

of this regulation is contravened:  

a. Monetary penalties on the MGC, its directors, officers or employees.  

b. Prohibition from declaring or paying dividends.  

c. Suspension of guarantee and investment operations, capital expenditure, and/or 

debt issuance.  

d. Suspension or removal from office of any director, officer or employee.  

e. Disqualification of any director, officer or employee from holding any position or 

office in any financial institution under the regulatory purview of the Bank.  
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f. Revocation of licence.   

12.2  The Bank may also issue cease and desist orders on an MGC that it believes is engaging 

in, has engaged in, or has probable cause to believe the MGC is about to engage in an 

unsafe and unsound practice in conducting the MGC business, or in any conduct that 

violates any provision of these regulations, any other applicable laws or Bank directives.  

  

13.0  REVOCATION OF LICENCE  

  

Pursuant to the provisions of BOFIA the Governor may, with the approval of the Board of 

Directors and by notice published in the Gazette, revoke the licence of an MGC if it:  

a. ceases to carry on the mortgage guarantee business for which the licence was issued for 

any continuous period of 6 months or any period aggregating 6 months during a 

continuous period of 12 months;  

b. goes into liquidation or is wound-up or is otherwise dissolved;  

c. fails to fulfil or comply with any condition subject to which the licence was granted;  

d. has insufficient assets to meet its liabilities or has a reduction in the capital adequacy ratio 

below 25%; and 

e. fails to comply with the provisions of this Regulation or any other law. 
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 Appendix A  

  

Reporting Requirements  

Non-IFRS Performance Measurement Reports (produced Quarterly)   

List of Reports  

1. Mortgage Guarantee Volumes; Guarantee Fees Received and Claims Paid Report  

2. Geographic Distribution Report (Origination) - Volume  

3. Guarantee-in-force report  

4. Geographic Distribution - Guarantee-in-force Report  

5. Origination Volume by loan amount - Quarterly  

6. Origination Volume by loan amount – YTD 

7. Loan to Value Ratio Report (Quarterly) 

8. Loan to Value Ratio Report (Year to date)  

9. Loan To Value Ratio report - Quarterly - Guarantee-in-force - Based on loan amount and 

property valuation at origination  

10. Loan to Value Ratio report - Quarterly - Guarantee-in-force - Based on Outstanding loan 

amounts and Updated Property Values  

11. Credit Score Report Quarterly  

12. Credit Score Report YTD  

13. Credit Score Report Guarantee- in- force 

14. PTI report quarterly  

15. PTI report YTD  

16. DTI report - quarterly  

17. DTI report YTD  

18. Purchase price report quarterly  

19. Purchase price report YTD 
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Non-IFRS Performance Measurement Reports (produced Quarterly)  

*All reported mortgages are for Residential Properties  

1. Mortgage Guarantee Origination Volumes; Fees Received and Claims Paid Report  

December 2017  

CQ-2: Current Quarter – 2, Example September 2017  

CY: Current Year  CY-1: Previous Year    
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2. Geographic Distribution Report (Origination) – Volume   
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4. Geographic Distribution – Guarantee-In-Force (BN)  

Percentage Distribution of  

Guarantee in force by 

Nigerian State  

Current 
Quarter 
(CQ)  

  

  

Current Quarter- 

1  

(CQ-1)  

Current Quarter- 

2  

(CQ-2)  

  LM  EM  LM  EM  LM  EM  

State 1              

State 2              

……..              

………              
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6. Origination Volume by Loan amount YTD 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

LM – Legal Mortgages  

EM – Equitable Mortgages  
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8. Loan to Value Ratio Report (Year to date)   
 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

LTV is calculated on the basis of loan amount and Property Value at Origination  

Distribution is based on outstanding loan amounts not number of loans  

LM – Legal Mortgages  

EM – Equitable Mortgages  
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10. Loan to Value Ratio report -  Quarterly - Guarantee-in-force – Based on  Outstanding 

loan amounts and Updated Property Values  

 

  

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

LM – Legal Mortgages  

EM – Equitable Mortgages  
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14. Payment-To-Income (PTI) Report – Quarterly  
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16. Debt-To-Income ratio Report (Quarterly)  

Percentage Distribution 

of loans guaranteed 

during the period by DTI 

ratio  

Current 
Quarter  
CQ  

Same Quarter 

Previous Year  

Current  

Quarter-1 CQ-1  

Current  

Quarter-2 CQ-2  

LM  EM  LM  EM  LM  EM  LM  EM  

<33.3%                  

>=33.3 - <=40                  

>40 - <=50                  

>50                  

Average DTI                  
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960 
 

 Appendix B: Required Solvency Approach  

  

CAPITAL  

1. Tier I Capital  

a.   Tier I capital shall comprise the sum of:  

i. Paid-up equity capital;  

ii. Retained earnings and undistributed current year earnings; and 

iii. Free reserves as disclosed in the latest balance sheet of the company.  

b.   The Tier I capital shall be adjusted for:  

i. Accumulated balance of loss, if any;  

ii. Deferred revenue expenditure; and 

iii. Other intangible assets; and  

c.   The Tier I Capital shall be further reduced by amount of:  

i.   Investments in shares of subsidiary companies, or companies in the same group, or all other 

non-banking financial companies; and 

ii.  Book value of debentures, bonds, outstanding loans and advances (including hire-purchase 

and lease finance) made to, and deposits with a subsidiary company, or companies in the same 

group;  

iii. To the extent such amount exceeds ten per cent, of Tier I Capital as defined by (a) and (b) 

above.    

Risk Weights 

Investments  

       Cash 0% 

       Bank Balance & Deposits 20% 

       Central Government Bonds 0% 

       State Government Bonds 100% 

       Corporate Bonds 100% 

       Listed Equities 100% 

       Non-Listed Equities 100% 

Other Assets  

      Tangible 100% 

      Intangible 100% 
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d.  The Tier I Capital shall be further reduced by the amount by which the balance sheet assets  

are discounted as a result of applying the risk weights listed in the table above.  

2.  Tier II Capital  

a. Tier II Capital shall be the sum of:  

i. Preference shares;  

ii. Revaluation reserves at a discounted rate of fifty-five per cent;  

iii. general provisions and loss reserves to the extent these are not attributable to an actual 

diminution in value or identifiable potential loss in any specific asset and are available to meet 

unexpected losses and provisions made on standard assets, to the extent of one and one 

fourth per cent of risk-weighted assets; 

iv. hybrid debt capital instruments; and  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

1 Contingency Margin will be determined as outlined in "Appendix C: Reserves" 
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Appendix C: Reserves  

  

An MGC shall maintain all the reserves listed below:  

1.    Loss Reserve on Invoked Guarantee   

a. An MGC shall hold provisions for losses in respect of invoked guarantees pending its 

settlement and recovery of assets. The amount of provisions required to be held shall be equal 

to the contract-wise aggregate of 'amount of invocation' after adjusting the realisable value of 

the assets held by the company in respect of each housing loan where the guarantee has been 

invoked.  

b. Where the realisable value of the assets held in respect of any called-up guarantee is more 

than the guaranteed amount, the excess shall not be adjusted against the shortfall in other 

crystalized guarantees.  

c. In case the amount of provisions already held is in excess of the amount as computed above, 

the excess provision may be reversed after full recovery or closure of the invoked guarantee 

amount or after the account becomes standard.  

2. Incurred But-Not-Reported (IBNR) Reserve  

a.   MGCs shall hold provisions in respect of defaulted housing loans where the trigger event 

is yet to occur or the guarantee is yet to be invoked. The potential loss to which the 

guarantee company is exposed to is referred to as IBNR losses. The amount of provisions 

required to be held shall be arrived at on an actuarial basis depending upon the estimates 

of loss frequency and loss severity for incurred but not reported losses which are derived 

from historic data, trends, economic factors and other statistical data in relation to paid 

claims, the provisions held for claims settled, risk statistics, etc.  

3. Contingency Reserves:  

MGCs shall create and maintain a "Contingency Reserve" on an ongoing basis. The MGC:  

a.  Shall appropriate each year at least forty per cent (40%) of the guarantee fees earned 

during that accounting year or twenty-five per cent (25%) of the profit (after provisions 

and tax), whichever is higher, to the Contingency Reserve.  

i. In case of inadequate profits, such appropriation shall either result in or increase the 

amount of carry forward loss.  

ii. A lower percentage of the guarantee fees earned may be appropriated during any 

accounting year, subject to a minimum of at least 24 % of guarantee fees earned, when 

the provisions made each year towards losses on account of settlement of mortgage 

guarantee claims exceed thirty-five per cent (35 %) of the guarantee fees earned during 

that accounting year.  
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b. Shall ensure that the Contingency Reserve is built up to at least five per cent (5%) of the 

total outstanding mortgage guarantee commitments.  

c. Shall retain the amounts appropriated each year to the Contingency Reserve for a 

minimum period of five (5) years which shall be eligible for reversal only in the sixth year 

subject to the condition (b) above.  

d. Shall not utilize the Contingency Reserve without the prior approval of the Bank for the 

purpose of making good the losses suffered by the mortgaged guarantee holders.  

  

 
 

 

 

 

 



 

964 
 

  



 

965 
 

 

 



 

966 
 

  



 

967 
 

 



 

968 
 

  



 

969 
 

 



 

970 
 

 



 

971 
 

  



 

972 
 

 



 

973 
 

 



 

974 
 

 



 

975 
 

  



 

976 
 

 



 

977 
 

   



 

978 
 

 



 

979 
 

 



 

980 
 

 



 

981 
 

 



 

982 
 

  



 

983 
 

 

  



 

984 
 

 



 

985 
 

  



 

986 
 

  



 

987 
 

 



 

988 
 

  



 

989 
 

  



 

990 
 

  



 

991 
 

  



 

992 
 

  



 

993 
 

 

  



 

994 
 

  



 

995 
 

 

 

 

 

 

 

 

 


