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Foreword

This is the fifth Volume of the Central Bank of Nigeria (CBN or the Bank) Rule
Book, which is a compendium of Policies and Regulations issued by the Bank. It
follows the fourth, and both covering Policies and Regulations for the three-year
period of 1 January 2019 to 31st December 2021. It is an invaluable reference
material to stakeholders to enhance ease of access to the policies and guidelines of
the Bank.

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 with great pleasure, therefore, that | introduce this fifth edition of the CBN Rule
Book to the banking community and members of the general public. The Bank will
sustain this effort and ensure all available channels of information dissemination are
utilized for the benefit of the general public.

Godwin I. Emefiele, CON.
Governor,

Central Bank of Nigeria.
July, 2022.



Preface

This fifth edition of the CBN Rule Book complements the fourth, by providing the
remainder of financial markets related Policies and Guidelines released between 1°
January 2019 and 31st December 2021. The objective is to sustain the Bank’s
strategy to constantly communicate and inform operators and members of the
general public and enhance 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 Rule Book 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, Three and Four, covering CBN directives on financial policy
and regulation, monetary policy, banking, other financial institutions’ supervision,
and trade and exchange.

We trust this comprehensive compendium and the preceding editions would remain
an inestimable reference material to the banks, financial institutions and society at
large.

Dr. Kingsley Obiora
Deputy Governor, Economic Policy

July, 2022
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|. Definition of key terms

Some key terms applicable in the implementation of this manual Includes:
I. FATF-Financial Action Task Force

ii. ML- Money Laundering

il FT-Financing Terrorism

Iv. ANL- Anti-Money Laundering

v. CFT- Combating Financing of Terrasdiam

vl BE0- Chiaf Campliance Officer

vil, KYC- Know Your Customer

will. KYCB- Know Your Customers Business

in. COD- Customer Due Diligence

X, UNSCR=- United Nations Secwrity Councll Resolulions

xl, MDAs- Ministries, Departments and Agencies

i. Financial Actlon Task Force (FATF)

The FATF was established in July 1909 at the group of seven (GT) Summit in Paris, initially
1o examine and develop measures to combat monay laundering. In Qclober 2001, the FATF

expanded ils mandales o incorporate efforts to combat terrorism financing. The objectives
of FATF are fo set standards and promote efective implementation of legal, regulatary and

operational measures for combating maney laundenng, tarrorist financing and other rélated
Rhreats o the integrity of the intemalional financial system.

The FATF made 40 recommendations i raise the miemational standards of prevenlion of
rmoney laundering io 3 uniform level which sel el basic framework for money laundering
prevention efforts designed to be of universal application. (See appendix C,



ii, M launder;
Money Laundering e the act of directly or indirectly concealing or disguising amvy fund or
progarty that s derived from the proceeds of an unlewfd aclivity. Simoly put, it is the

pracess by which “dify” money is made to look legitimate or “clean” so thal the funds may
be used freely without trace of ils iligit source

The Money Launderng Prohibition Act, 2011 (as amended) provides for procedures for
customer due diligence, reporling requirements, offences and penalties. Section 15 (3
clearly stipulates the oMence of maney laundaring as thus:

“Any person o body corporate, in or cutside Nigesa, who directly or indirectly—
(@) conceals or disgulses the orign of;

tb)  comvers or iransfers:

{c}  rermoves from the jurisdiction: ar

(d)  acquires, uses, refains or takes possession or control of any fund or property,
knowingly or reasonably oughl 1o have known that such fund or properly is, or
forms part of the proceeds of an untawful act:

commits an offence of money laundering under this Act”

It also slipuldes amongst others, the following penally for confravention: “4 person who
contravenes (he provisions of subsaction (2) of this section is Eable on conviction o a
term of not less than 7 years but not more than 14 years imprisonment,

a} A body corporate who contravenas the provisions of subsaclion [2) of this section is
llable on conviction to a fine of not kess than 100% of the funds and properties
acquired as a resull of the offence committed; and

v]] Afithdrawal of license.

) Where the body corporate parsists in jhe commission of the offence for which it was
convicied in the first instance, the Regulators may withdraw or revoke the cartificate
of licansa of the bady comporabe *

Money laundering involves three independent slages namely Placement, Layering and
Integration.



Placement — This is the slage where the funds from the ilicit activities are physically
placed into the economy. It may include the co-mingling of funds from legitimale saurces
and Mlegitmate sources. Examples of this stage include diract deposit of funds inlo Bank
accounts, purchasa of luxury goods such as cars and artworks, etc.

Layering - This nvolves the creation of complex iransaclions in order to distance
the funds frorm the original source and also to obliterate the aud® brail. (e.g. wire transfers,
lgtier of credit, purchase of financial inslruments, transfer to offshore accounts, re-sale of
assets, atc.)

Integration — M is the siage at which the money is integraled into the legifimate
ecanomic and financial system and is assimilated with all the other assets in the system.
Integration of the ‘cleaned” money into the economy is accomplished by the launderer
making it appear o heve been legally eamed. At this stage, R is exceedingly ddficult to

distinguish legal and dlegal wealth. e.9. Inflow from offshore for Investiments, funds from
sale of real estate.

ifl.  Terrorist Financing

This is defined in this mamal to include both legilimate and illegiimate money
characterized by concealrnent of the origin or intendad criminal use of the funds. The

techniques used lo launder money are essentislly the same as that used to disguise the
ongin of, and use, for terrorism financing.

Funds used to support lerrorism may cnginate from legitimats sources, criminal aclivilies or
bath. Nonatheless, disguising the source of terrorist financing, regardiess of whether the
source is of legltimale or illic origin is key. Thus, if the source can be concealed, it remains
avallable for fulure terrorst fmancing activities. Similardy, # & imporant for terrorists 1o
«oncesl the use of the funds so that the financed activity goes undelecied,

Terrorism financing Involves three siages namely Sourcing, Moving and Executing.

Sourcing (raise) - this slage involves raising funds by terrorists through donations,
sell-funding and criminal actvities such as proceeds of drug trafficking, extonion, cheque

fraud, credit card fraud, legitmale business, use of charitable organizations, sham charilies,
=hc,



Moving {transfer) - this involves use of charities and non-profit erganizations, use of
Alternative Remitlance Systems (ARS), use of cash courlers, use of gold to move value,
wire transfers to move money across borders and the formal financial secior.

Executing {(use) - in this stage funds are required to promete a militant ideology,
pay operatives and their families, arrange for fravel, train new members, forge documents,
pay bribes, acquire weapons, and stage attacks.

iii. Predicate Offences

Predicate offences are offences whose proceeds may become the subject of any of the
maney laundering offences established under the Act
Designated Categories of Offences (DCDs) include:

I. Participation in an organized criminal group and racketeering
ii. Terrorisrm, including terrorism financing

iii. Trafficking in human beings and migrant smuggling

iv. Sexual exploitation, including sexual exploitation of children
v. lllicit trafficking in narcotic drugs and psychotropic substances
vi. lllicit arms trafficking

vil. lllicit trafficking in stolen and other goods

wiii. Corruption and bribery

ix. Fraud

x. Counterfeiting currency

xi. Counlerfeiting and piracy of products

xii. Environmental crime

xiil. Murder, grievous badily injury

xiv. Kidnapping. illegal restraint and hostage-taking

xv. Robbery or theft

xvi. Smuggfling

xvil. Extortion

xvili. Forgery

xlx. Piracy; and

¥x. Insider-trading and market manipulation

xxi. Others



PART I: POLICY

1.0 Background
Mandate of CEN

The Central Bank of Nigeria Act 2007 (as amended) enumerated the core
functions of the Bank as follows;

1. Ensure monetary and price stability;

2. Issue legal tender currency in Nigeria;

3. Maintain external reserves to safeguard the international value of the legal
tender currency;

4. Promote a sound financial system in Nigeria and:

5. Act as Banker and provide economic and financial advice to the Federal
Govemment,

In carrying out these core mandates, the CBN has over the years performed some
major developmental functions, focused on all the key sectors of the Nigerian economy
(financial, agriculiural and industrial sectors, ete.) to promote sound financial system.

The role of the CBN as a Banker to the Federal Government entails offering financial
advice and maintenance of accounts for Ministries, Departments and Agencies of
government. The Bank also maintains accounts for financial institutions within Nigeria
and with financial institutions outside Nigeria.

2.0  Objective

The objective of this AML/CFT Manual is to set out policies and procedures fo guide
employees and the Bank to conduct business in accordance with applicable Anti-
Money Laundering (AML) laws and reguratiuns. The manual aims to establish
procedures and minimum standards to protect the CBN from being used as a channel
to launder money, finance terrorism and other forms of financial crimes.

EEM BRLUCFT Conpiancs Manus Yer L1Conkeeis : 5 ILFane



3.0 Scope

The CBN AMU/CFT Manual sets minimum standards for employees of the Bank to
comply with AML/CF T laws and regulations in the following broad areas:

I.  Conduct of financial services;
Il.  Dealings with third party beneficiaries {such as consultants and confractors): and
lIl. Employees conduct.
This manual is guided by the Money Laundering Prohibition Act 2011, Terrorism
Prevention Act 2011 and other applicable relevant laws and regulations.

4.0 Applicable Relevant Laws and Regulation

Other applicable laws and regulations include;
i. Money Laundering (Prohibition) Act, 2011 {as amended)
ii. Terrorism Prevention Act, 2012 (as amended)

iii. Terrorism Prevention (Freezing of International Terrorist Funds and other
Related Matters) Regulations, 2013

iv. Economic and Financial Crime Commission (EFCC) (Establishment) Act 2004
v. Banks and Other Financial Institutions Act (BOFIA) 1981

vi. CBN AML/CFT Regulations, 2013

vii.  CBN Act 2007

vili.  CBN AML/CFT Risk-Based Supervision Framework, 2011

ix. CBN Circulars and other communications by regulators

¥, Mational Drug Law Enforcement Act (1990)

xi. Other international instruments ( such as FATF Recommendations, United

Nations Security Council Resolutions)(UNSCR)

5.0 CBN AML/CFT Policy Statement

The Central Bank of Nigeria provides banking services to the government and deposit
money banks. Its primary function as a regulatory institution precludes it from most of
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the provisions of the Money Laundering (Prohibition) Act, 2011 (MLPA), Terrorism
Frevantion Act, 2012 (TPA) and the Central Bank of Nigeria Anti-Money
Laundering/Combating the Financing of Terrorism Regulations, 2013 (CBEN AML/CFT
Regulations). The Bank, however, ensures that its processes, policies and procedures
conform to the spirit of the provisions of these laws, international protocols and

agreements.

The Bank supports its staff to achieve the highest standards of compliance and integrity.
Employees shall fully understand and be guided by these standards in the conduct of
business and dealings with stakeholders. Protecting the good name and the reputation
of the Bank shall be a primary consideration in all aclions taken by employees.

The Bank therefore shall maintain the highest operating standards to ensure that its
products and services wera not used for the purpose of Money Laundering, Terrorism
Financing or other crimes through investments in training, material resources, the use of
appropriate technology and collaboration with other Regulators and Law Enforcement
Agencies,

The AML/CFT operation in the Bank shall be reviewed by Internal Audit Department as
well as External Auditors to ensure implementation of policies and procedures related o
AMLICFT.

6.0 Overview of CBN Compliance Framework

The AML/CFT Compliance function, domiciled in the Governors’ Department of CBN,
generally focuses on the identification of AML/CFT compliance responsibilities,
assessment of risks, advice, monitoring, and reporting on the Bank's compliance with
applicable laws, regulations and codes of conduct, and assist in the prevention of
violations of the same in the Bank,

The AML/CFT Compliance Office develops the format for use by Strategic Business
Units of the Bank to render periodic reports. It shall alsoc assess the appropriateness of

11



the Bank's AML/CFT compliance procedures and guidelines, promptly follow up any

identified deficiencies, and (where necessary) formulate proposals for improvement.

7.0

AMLICFT Compliance Structure

The Chief Compliance Officer (CCQ) of the Bank (who is at the executive level)
reports to the Board (Audit Committee) through the Director, Governors'
DCepartment. The administrators of the Departments and Head, Banking Office in
the Branches shall be the Compliance Officer of their Strategic Business Units.

(SBUs). The Compliance Officers in the Depariments and Branches shall report
to the CCO through the head of their SBUs.
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8.0 Organogram
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9.0 Compliance Responsibilities
Board

The Board of Directors is responsible for providing leadership and direction in the
management of the Bank's AML/CFT compliance risk. The Board will approve the
Bank's AML/CFT Compliance Manual and it will periodically assess the extent to which
the Bank manages its Money Laundering/ Financing Terrorism (ML/FT) risks. The
Board will oversee the implementation of the pelicies contained in the compliance
rmanual through its Audit Committes.

Committee of Governors' (COG)

The Committee of Governors' is responsible for overseeing the management of the
Bank's compliance risk and shall regularly be informed of the progress made in respect
of AML/CFT compliance.

Director, Governors' Department

The Director oversees AML/CFT compliance in the Bank and supervises the activities of
the Office. The Chief Compliance Officer (CCO) reports all AML/CFT related issues to
the management through the Director, Govemnors Department.

Chief Compliance Officer (CCO)

The Head, Compliance Division in Governors’ Department shall be the AML/CFT Chief
Compliance Officer (CCO) of the Bank. The CCO Is responsible for coordinating the
identification, management of compliance risks and the supervision of other compliance
functions of the Department. The CCO responsibilities amongst others include:

« Coordinate and implement the Bank's AML/CFT compliance initiatives.

+ Develop the compliance strategy, policy, structure and processes.

+ Report periodically on AML/CFT compliance related matter to the Management
and Audit Committee of the Board.

« Report non-compliance and other potential exposures to the management
immediately and establish prompt mechanisms for the resolution thereof.

= Collaborate with internal stakeholders and olher Regulators,
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+ Ensure continuous training of AMLU/CFT compliance officers to ensure that they
have required technical knowledge and regulatory framework that applies to the
Bank.

= Establish and inculcate an AMLU/CFT compliance culture in the Bank through the
development of an appropriate compliance awareness programme.

+ [Ensure that management incorporates AML/CFT regulatory requirements into
operations manual,

+ Collaborate with Capacity Development Department in the training of staff in
AML/CFT awareness, detection methods and reporting requirements.

+ Ensure that all new and old AMU/CFT regulatory directives are communicated to
staff.

« Assist Departments and Branches to identify and resolve issues related to
AML/CFT non-compliance risk,

+ [evelop formal arrangements to help the CBN and its Officers to become mora
mindful, knowledgeable and capable of responding to those ML/FT risks that can
affect the Bank's reputation and legal exposure.

Compliance Officers
The specific duties of compliance officers are:

« Co-ordinate and monitor day to day compliance with applicable Money
Laundering laws and regulations in their SBUs.

« Heceiva and vet suspicious transaction reports from staff.

« Agsist the CCO in organizing AML/CFT pregrammes for employees of their SBLU.

« Ensure timely rendition of AMU/CFT regulatory reports.

Employees

Employees are expected to be familiar and comply with applicable laws and regulations:
= Employees are to adhere to the AMLICFT compliance Policy Manual of the Bank;
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Employees should conduct business in accordance with applicable anti-money
laundering, counter-terrorist financing laws and regulations, corporate policies,
and maintain the highest ethical standards;

Employees must not provide advice or other assistance to individuals or groups
who attempt to violate or evade anti-money laundering, counter-terrorist financing
laws and regulations or corporate policies;

Employees should refrain from willfully ignoring indications that a customer seeks
to engage in a relationship or transaction other than for a lawful purpose;
Employees should avoid establishing relationships with individuals or entities
who may pose undue reputational risk to the Bank; and

Employees should protect the Bank's reputation for integrity and fair dealing, by
ensuring that the Bank's customers and the transactions engaged in on its behalf
are legitimate.

Stakeholder Departments
These are key departments that due to their operational aclivities are involved with, or

are to comply with relevant AML/CFT Laws and Regulations. The departments include:

I
i,
ili.
.
V.

Wi,

Wil

Banking and Payment Systems Department (BPSD)
Frocurement and Support Services Department (PSSD)
Branch Operations Departmeant (BOD)

Risk Management Department (RMD)

Reserva Management Dapartment (RED)

Human Resources Department (HRED)

Trade and Exchange Department (TED)

viii. Financial Market Depariment (FMD)

ix,

10.0

Al Branches

AMLI/CFT Reporting Framework

Board Audit Committee

The CCO shall periodically report to the Board of Directors through the Audit Committee

of the Board on emerging issues on AMU/CFT, status of the Bank on relevant, changes
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in regulations. This will enable the Board to make informed decisions on whether the
Bank is managing its ML/TF risk effectively.

Committee of Governors

The CCO shall report quarterly to the COG on emerging issues on AMLICFT, status of
the Bank on relevant changes in regulations.

11.0 Sanctions
Non- compliance with the AMU/CFT laws and regulations will be reported to
Management for the appropriate sanctions.

12.0 Risk Assessment Framework

CEN periodically conducts risk assessment to safeguard the Bank from being used to
launder proceeds of crime or finance terrorism. This Risk Assessment will be conducted
along the lines of our customers, products, geographic locations and delivery channels,
It will ensure that identified lower and higher risks are properly mitigated. The Bank shall
adopt risk-based approaches that are commensurate with the specific risks of money
laundering and terrorist financing.

Higher money laundering risks demand stronger controls than warranted by individuals
or countries deemed to be of lower risk. However, all categories of risks whether low or
high must be mitigated by the application of appropriate controls az provided in this
Manual, such as verification of customer identification, Know Your Customer (KYC)

policies, and so0 on.

The following paragraphs provide a framework for identifying the degree of potential
Money Laundering risks associated with specific customers and transactions in order to
ensure focused monitoring of those customers and transactions that potentially pose the
greatest risk of MLITF,

13.0 Customer Risk Assessment Process

The Bank assesses KYC risk by classifying accounts into different categories of Risk
such as high, medium, and low.
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The customer types are along the lines of financial institutions, Ministries, Departments
and Agencies of government. Customer rick assseement iec done at the point of ascount

opening and as long as the business relationship continues,

Higher risk customers- Before establishing relationship with prospective customers,
the vanous SBU's and Branches are responsible for carrying out formal assessment of
risk on the accounts and classifying them as either high, medium or low risk. Accounts
considered to be of higher risks will be monitored closely by SBUs and Branches. Any
suspicion that accounts are being used to launder the proceeds of crime or to assist the
financing of terrorism will be reported to the Chief Compliance Officer. Some potentially
higher risk customers include:

> Politically Exposed Persons (PEPs): These are individuals who are or have been
entrusted with prominent public functions in Nigeria or in foreign countries, and
people or entities associated with them and include-

a) Heads of State or Government;

b} State Governors;

¢) Local Government Chairmen;

d) Senior politicians,

&) Senior govemment officials;

f) Judicial or Military officials;

a) Senior executives of state owned corporations;

h) Important political party officials;

i} Family members or close associates of PEPs; and
i} Members of royal families.

PEPs also include persons who are or have been entrusted with a prominent function
by an international crganization, members of CBN senior management and this includes
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directors and members of the board or equivalent functions other than middle ranking or

more junicr individuals.

The CEN does not maintain account relationships for those who fall into the above
categories in their personal capacities. Rather, individuals listed above may represent
some government institutions which maintain accounts with the Bank, The approval of
the Accountant—-General of the Federation or the State Accountant- General must be
obtained before account relationships are establishad.

14.0 High Risk Products and Services

All Banking products that are’ used to convert cash to a monetary instrument and
electronic products that permit rapid value movement (Wire Transfers, FX transactions
followed by payment into an account in ancther jurigdiction) can be abused by criminals.
For trade transactions, Export Letters of Credit have been ranked as high risk because
of the possibility of presentation of false shipping documents when no goods are
actually shipped. Another factor in this ranking is the possibility of over-inflated invoicing
for low value or worthless merchandise. All other trade products have been risk ranked
aither as medium or low risk.

15.0 Coerrespondent Banking Relationships

Transactions conducted through Cormrespondent Banking relationships shall be
managed in accordance with a risk- based approach; and Know Your Correspondent
procedures shall be established to ascertain whether or not the correspondent Bank or
the counter- party is itself regulated for money laundering prevention; and where
regulated, the correspondent shall verify the identity of its customers In accordance with
Financial Action Task Force (FATF) standards, and where this is not the case,
additional due diligence shall be required to ascertain and assess the correspondent's

internal policy on money laundering prevention and KYC procedures.

CBN shall guard against establishing correspondent Banking relationships with high rigk
foreign Banks such as shell Banks, with correspondent Banks that have historically
allowed their institutions to be used for MLFT.,
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16.0 High Risk Geographic Locations

Care should also be taken when deoing business with third parties located in Geographic
locations with a history of supporting terrorism; bases for drug production/distribution;
suffering from civil unrestiwar,

These includes jurisdictions that have been identified as high risk countries by standard
setting institutions such as FATF, countries on designated sanction Lists such as the
United Nations Consolidated Lists and US Office of Foreign Asset Control (OFAC) List.

17.0 Customer Acceptance Policy

Central Bank of Migeria shall accept customers after due verification of customers'
identities, address andfor place of business, after ascertaining their source of income /
funds and after considering the level of risks they pose to the Bank, based on the Kind
of business under consideration (e.g9. Bureau De Change Operators).

Care will be taken to apply appropriate level of due diligence, depending on customers'
risk profiles. Mo account shall be opened for anonymous or fictitious customers.

The CBN should not enter into a relationship with a prospective customer until the
personfentity has been duly identified and verified. The customer acceptance process
also includes ensuring that the prospective customer is not on the ‘watch list' which

includes names of sanctioned persons as well as known fraudsters,

18.0 Customer ldentification

The Bank would identify and verify the identity of its customers and their beneficial
owners. The Bank shall not consummate a business relationship until all relevant
parties to the relationship have been identified and the nature of the business they
intend to conduct ascerained.

Once an on-going business relationship is established, any inconsistent activity shall be
examined to determine whether or not there is an element of money laundering.

Customer identification could be a major issue when establishing business relationship
with a prospective customer and an on-going due diligence is necessary when the
relationship has been fully consummated.
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The Bank shall conduct a risk assessment of their customer base and in determining
the risks, shall consider the following:

a. The types of accounts offered

b. The methods of opening accounts

c. The types of identifying information available

d. The institution's size, location, and customer base.

As a general rule, approval must be obtained from the Accountant General of the
Federation before any SBU or Branch will open an account for all Ministries,
Departments and Agencies of government,

19.0 Customer Due Diligence {CDD)

=BUs and Branches shall put in place Customer Due Diligence procedures which shall
be monitored by the AML/CFT Compliance Office. Due Diligence shall be conducted for
all customers in the following instances:

*  When banking relationships are ‘Established:
» Where there is a suspicion of money laundering or terrorist financing,

* When the Bank has doubts about the validity or adequacy of previously obtained
customer identification data.

As an Ordering or Intermediary financial institution when carrying out a wire transfer, the
Bank will ensure that qualifying wire transfers contain and ratain required and accurate
originator and beneficiary information.

The Bank will conduct customer due diligence on a risk-sensitive basis to ensure our
limited resources are focused on the higher risk accounts andior transactions. The
following category would be used:

+ Simplified Due Diligence

Where an account is of inherently low risks, the Bank shall apply reduced or
simplified measures. There are low risks in circumstances where the risk of
money laundering or terrorism financing is lower, information on the identity of
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20.0

the customer and the beneficial owner of an account is publicly available or
where adequate checks and controls exist elsewhere in national systems, or
where the volume transacted in the accounts is considered low.

In the event that the Bank applies Simplified or Reduced Customer Due
Diligence measures to customers resident abroad, it shall be limited to customers
in countries that have effectively implemented the FATF recommendations.

The Simplified CDD measures shall not apply to a customer whenever there is
suspicion of money laundering or terrorist financing or specific higher risk
scenarios. In such a circumsiance, enhanced due diligence shall become
mandatory.

Enhanced Due Diligence (EDD)

Enhanced Due Diligence is applied where the account/relationship is deemed to
be high risk in nature. An increased level of monitoring of such account would be
carried out. It goes as far as identifying the beneficial owners of entities and
understanding their line of business.

The Bank shall perform enhanced due diligence for high risk categories of

customer, business relationship or transaction.

Reporting

The Chief Compliance Officer shall render reports on unusual funds transactions to the
Commities of Governors' (COG).

21.0

Other AMLICFT Reports to be rendered

The CCO shall collate and present the exceptions noted to the Bank’s management and
the audit committee of the Board.

Itams

1 Description o Frequency

Special Reports on Funds | Reports of all customers’ | Monthly

Transactions (SRFT) transaction above one
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hundred million naira
(N100m)

Swift Sanction Screening

Reports

Reports of all customers'
foreign transactions
screened on the SWIFT

sanction scrcening system.

Monthly

AML/CFT Compliance

The CCO is required to test
and determine the
adequacy of the AMUCFT
framework and identify

areas of potential risks not |

covered by the AML/CFT
Regulation.

New Areas of AML/CFT
Risks

The CCO is feq'uired to
review, identify and record
other areas of potential
money laundering risks not

covered by the Regulation

and report same to the
Board Audit Committee.

Bi- annually (June and
December)

Monthly
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The following returns/actions are required to be provided by various SBUs and

Branches under the regulation:

ltems

Description

Special Reports on
Funds Transactions

{SRFT)

Employee Money
Laundering Education

and

Training Programmes

Reporis of all customers’ transactions
above one hundred million naira (M100m).

(See appendix B for report format)

| Weekly

Fregquency

Capacity Development Deparment shall

develop an action plan for training in
collaboration with AML/CFT Compliance
Office of Governors' Department and other
regulatory Depariments.

Capacity Development Department is
required to render quarterly returns on their
level of compliance with the training plan to
the Governors' Department,

" Hiring of new
employees

' Additional procedures

and mitigants
I

Human Resources _'Dapartment should
screen and obtain clarification from Banking
Supervision Department that prospective
employees had nm.b&en black listed from
working in the banking industry.

' Based on test of adequacy cunduc:tad,'the

CCO is required to design additional
procedures and mitigants as contingency
plan. These will provide how such potential
risks will be appropriately managed if they
crystallize. Details of the contingency plan

are to be presented to the COG.
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Annually

Bi-Annually |
i

Repnf:rt tobe |
part of
documentation
for approval to
hire

Bi-Annually
{June and
December)




Testing for the
Adequacy of the
AMLICFT Compliancea
Frogram evary
financial year.

Returns on United
Mations Security
Council
Resolutionz(UNSCRs)
and other Terrorism
Financing designated
sanclion lists

The AML/CFT Compliance Program is to | Annually
be independently tested by the Internal

Audit Team 1o determine its adeqguacy,

completeness and effectiveness. Report of
compliance is required to be rendered to

the COG.

Information Technology Department to | As the need

deploy appropriate software/ technology.

25

arises




PART 2: PROCEDURES

The general principles and means of obtaining satisfactory identification evidence are
set out below:

22.0 Nature and Level of the Business

The Bank shall oblain sufficient information on the nature of the business that the
prospective customer intends to undertake, including the expected or predictable
pattern of transactions. The information collected at the outset for this purpose shall
include:

a. Purpose and reason for opening the account or establishing the relationship
b. Nature of the activity that is to be undertaken

¢. Expected origin of the funds to be used during the relationship

d. Details of occupation/employment/business activities and sources of income.

The Bank shall keep the information up to date as the opportunities arise, such as when
an existing customer opens a new account or when there are changes to the mandate
of the account, '

Information obtained during any meeting, discussion or other communication with the
customer shall be recorded and kept in the customer's mandate file to ensure that
current customer information is readily accessible to the Anti-Money Laundering
Compliance Office.

Particular attention should be made to these customers when conducting due diligence:

Politically Exposed Persons (PEPs)
b. Mon- face to face relationship.
¢. Non-Governmental Organizations (NGOs)
d. Offshore Correspondence Accounts

&. Ministries, Departments and Agencies (MDAs)
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23.0 Means of ldentification

All institutions wishing to establish account or business relationship with the Bank shall
provide proof of address, while operators of the account shall be required to provide
other forms of identification, such as international passport/driver's license/national
identity card and Bank Verification Mumber (BVN).

24.0 Sanction Screening

All transfers to third parties are to be screened against the sanction lists. The sanction
lists will be updated periodically by the Administrator in line with releases by relevant
senvice providers,

25.0 Whistle-Blower Protection

Employees play an important role in raising issues and concems which help the Bank
better identify, address and deter money laundering and terrorism financing. The Bank
has adopted whistle-blower protection to ensure that it provides a safe environment for
reporting and addressing suspected non-conformity with the provisions of this manual.

Reports of violations or suspected viclations shall be kept confidential and consistent
with the need to conduct an adequate and independent investigation and protect the
identity of the whistle blower at all timeas.

Whistle blowers shall be protected by the Bank if they are threatened or likely to be
exposed to risk as a result of reporting any unethical conduct. An employee who
harasses or threatens a whistle blower shall be disciplined in line with the provisions of
the Human Resources Policy and Procedure Manual (HRPPM).

26.0 Periodic Customer Review

Risk management is an ongoing process throughout the life of the relationship and as
such reassessments must be carried out on a periodic basis. The period is determined
by the initial risk assessment given to the customer at account opening. The customer’s
information should be updated as follows:

* High risk clients 2 year cycle.

» Medium risk clienis 4 year cycle
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* Low risk clients 5 year cycle.

Howaver, it is to be noted that an event can trigger a risk re-assessment review ouiside
the aforementioned cycle i.e. “Event Driven Review" e.g. where there is a sudden
change in the leadership or account signatories of the MDA or financial institution

27.0 KYC Documentation Requirements

The Bank shall obtain from the prospective customers the minimum KYGC
documentation as stated in appendix A in this manual for all MDAs.

For other business relationships, the affected SBUs and Branches shall obtain the
minimum KYC requirements.

28.0 Record Keeping

The law requires that records of customers’ transactions be kept for a minimum period
of five (5) years after the transaction has been consummated. For the purpose of this
Manual, customers’ transactions records shall be kept for a minimum of five (5) years,
whether or not the customer has ceased business relationship with the Bank.

The Bank shall maintain customers' records of identification, account files and business
cormrespondence for as long as the relationship subsists and at least five (5) years
following the termination of an account or business relationship and shall make
available such records as may be required by the AML/CFT Compliance Office from
tirme to time.

SBUs and Branches would retain records of customer identification and transactions.
This is both for intemal audit purposes and in order to enable the authorities to
investigate and trace laundered money when necessary.

The Bank will maintain records of all suspicious or large transactions identified and what
decision was reached,

Records are kepl for a minimum period of five (5) years as may be required by the Law
from the date of the last transaction.
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28.0 Account Monitoring

Occasionally customers may seek fo deliberately build up a degree of trust before they
use their account for criminal or/and terrorist financing purposes. Customers may be
involved in money laundering and terrorist financing, therefore any product or service
offered by the Bank is a potential medium for either activity.

The nature of business must be recorded when the account is opened and that is the
initial yardstick by which staff will measure whether the account is being conducted in
line with the expectations or whether suspicious transactions are being passed through.,
It is the early period of a new customer relationship that represents the greatest
vulnerability and warrants close attention.

It is also vital that the Bank accepts every opportunity to update information on
customers in order to maintain a high standard of monitoring. Attention should also be
given to ensuring that documentation is reviewed on a regular basis and is automatically
updated when events such as change of address or change of signatories accurs.

Identification of any of the types of transaction does not automatically establish
suspicion, but should arouse prompt enquiry and consideration of the circumstance.
Hence, there is need for good Know Your Customer (KYC)Know Your Customer's
Business (KYCB) knowledge and records.

Whereas the primary responsibility for identifying suspicious transactions lies with the
staff processing or checking items, The Bank, as an additional safeguard, shall deploy
appropriate softwareftechnology that will generate report for suspicious transactions that
are scrutinized by the Chief Compliance Officer.

On risk assessment basis, customer information must be updated during general

communication with customers. This information must include but is not limited to the
names of current directors (if applicable), type of business and volume to be expected
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over the account. It also gives the customer the opportunity to inform the Bank of any
new areas of business intended.

Consequently, the Bank will be able to see if there are any material changes to the
organization. Such information is an integral part of the KYC process and must be kept

up to date.

apecial Reports On Funds Transactions [SRFT]

Identification

VWhen a transaction or suspicious transaction whether or not it relates to the laundering
of the proceeds of a crime or an illegal act -

« Involves a frequency which is unjustifiable or unreasonable,

= |s surrounded by conditions of unusual or unjustified complexity; or

»  Appears lo have no ewunomic justification or lawful objective,
The Bank shall obtain information from the customer as to the origin and destination of
the funds, the aim of the transaction and the identity of the beneficiary. All transactions
falling into this category shall be reporied to the AML/CFT Office within 7 days after the
occurrence of the transaction using the template provided.

The Bank wil acgquire an AML Software, for tha purpose of identifying potential
suspicion in customers’ activities and for filtering transactions,

Notwithstanding the software in place at the Bank, it is sfill the responsibility of every
branch operatives to file any vnusual transaction that may be grounds for suspicion of
Money Laundering and Terrorist Financing which might not adequately be captured by
the software,

30.0 Investigations [Alert Review and enquiry)

When a transaction falls within the definition covered by this Compliance Manual, the
authorized Staff of the Branch where the transaction occurs shall immediately follow the
procedurs below:
# Seek information from the customer as to the source of the funds, the purpose of
the transaction and the identity of the beneficiary.
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31.0

The Branch Controller/Head of SBUs shall make a formal report to the AML/CFT
Compliance Office within 2 days of the determination of the occurrence of the
suspicious transaction.

Upon receipt of the report, the AML/CFT Compliance Office shall carry out a
careful check on the transaction to enable it form an opinion whether it falls within
tha definition given above, _

The CCO shall designate an Officer to promptly review accountfransactions in
conjuncticn with the compliance officer in the SBU or Branch. Every action taken
shall be recorded.

The CCO shall carry out further evaluation and form final opinion on whether the
transaction qualifies to be lodged as SRFT or not.

Once this is established, the CCO will cause a detailed report on the matter
containing all relevant information on the matter,

The Chief Compliance Officer (CCO) shall promptly process the reports and
escalate those that are deemed questionable to COG for prompt approval for
actions.

Documentation of closed Alerts

All alerts reviewed and found not to be suspicious will be filed and closed.

3.0

Training

The CCO shall ensure adequate training of staff on AML/CFT compliance issues and

act as a contact point within the Bank to provide answers to compliance queries from
respondent Banks and staff members. The Office shall also help in establizhing written
guidance for staff on the appropriate compliance with laws, rules and standards through

policies and procedures and other documents such as compliance manuals, codes of

conduct and practice guidelines.

At a minimum, all new employees must receive formal training within 80 days of their

joining the Bank. This training should cover local anti-money laundering laws, Anti-

Money Laundering Policy and Procedures, and recognizing and reporting Suspicious
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Transactions (employee responsibilities and examples of suspicious activity, “red
flags").

AMLICFT Compliance Office must maintain a record of all formal training, to include the
names and positions of the participants, for at least 5 years.

Annually all staff are targeted to attend AML refresher training to update them of all new
developments including information on current, Money Laundering ML/ FT technigues,
methods and trends; ML red flags; KYC requirements: customer transaction manitoring

and suspicious transaction reporting; new changes in the Global AML world and local
regulations.

33.0 Internal Control and Independent Testing

Independent Testing

An important component of an AML Program is an independent test or audit of the
program. The independent test requirement must be performed, either internally or
externally, by parties independent of the creation of the business' AML procedures. In
mast cases, this testing is performed by Intelrnal Audit Department. To supplement this

independent test, there are several other internal controls to be performed by AMLICFT
Compliance Office.

Internat Audit Departmant

The scope and breadth of the activities of the AML/CFT compliance function shall be
subject to periodic review by the internal audit function. An audit programme which
covers the adequacy and effectiveness of the Bank's compliance function should be
established, including testing of controls commensurate with the perceived level of risk,
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34.0 APPENDICES:

A, KYC Requirements for opening Government Accounts - Federal, State and Local

Governments and their Parastatals Documentation

Documents Waiver Deferral Approving | Period of
Authority Deferral

Duly Completed Account | Not Allowed | Not Allowed | D/G N/A

Opening Form : (Operations)

Completed KYC Form for | Not Allowed  Not Allowed | DIG N/A ]

each of the signatories {Operations)

Completed individual | Not Allowed | Not Allowed | DIG NIA ]

Signatory customer's {(Operations)

personal information form.

Two (2) Recent Passport | Not Allowed | Not Allowed | DIG N/A

Photographs of each of {Operations)

the Signatories

Twe Completed Mandate = Not Allowed | Not Allowed | D/IG N/A

Cards {Operations)

Certified copy of official | Not Allowed | Not Allowed | DIG I NA i

gazetle establishing the {Operations)

Ministry/Government

fAgency or Parastatal '

' Letter uf-a'uthnr'rl'g.r_fmm the | Not Allowed | Not Allowed  DIG na

Accountant General of the {Operations) I

| Federation or  State |

Government as the case

may be. For Lm:al'{

Government, the Ietter’

should be signed by

Council Manager, '

Treasurer, Chairman and |

Accounfant General for | I

Local Government. ‘ - l

Application letter from the | Not Allowed | Not Allowed | D/G A '

Head (Operations)

- Ministry/Agency/Parastatal

with details of signatories

to the account,

'Acceptable Means of Not Allowed | Not Allowed | DIG N/A

 Identification for each of | ' (Operations)
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the Signatories

- MNational ID

-  Resident's Permit
Verification
Number (BVN)
International
Fassport

Driver's License

- Bank

i_ -
| Report

verification/confirmation

of

ldﬂﬂﬂ at the office of the

Accountant

Chairman of

General/
Local

Government conducted by
a designated staff of the

Bank

Not Allowed

'Duly Completed Address
Verification Form of the

MDA's address

Mot Allowed

Mot Allowed

DG
{Operations)

NIA,

Not Allowed

(Operations)
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B. Reporting Format for Special Report on Funds Transactions (SRFT)

DEPT./BRANCH: CENTRAL BANK OF NIGERIA
SPECIAL REPORTS ON FUNDS TRANSACTIONS (SRFT)
B $pwcinl Transactions. Reporiing Form:
i newre
| | 13 beto -3
t AL | wnk Trardac | Transsc ' Transact Dirigln
Feport | Refere | Maeme | Costorrer  Teleph | Ty | ot | Statu | ten g lan Amo | Purpose OFf | OF
§fMo | Date | nceMo | Customes I Address | one pe | Mo | Date | Type Distaity unt | Trandaction | Fusds
- S E—
Hies:
Vabse of trarsaciions to ke reported sheald be Sram NL0O milion Malra and abowe
| Tranzaction Type showld be either INFLOW or DUTFLOW
_ Reparthg dficers B A dfficer:
MName of RBeporting Mame af
| Offizee: J—
Status: Status:
Signature: | Signaturs:
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C. The FATF Recommendations

FHNTERMATHIMNAL STAMDARDS ON COMBATING MONCY LAUNDCRING AND THLC FINARCING OF TERROKIZM & PROUFERATION

A —~ AML/CFT POLICIES AND COORDINATION
1 - Assessing risks & applying a risk-based appreach
2 -Matlonal cooperation and coordination

B - MONEY LAUNDERING AND CONFISCATION
3 -Maoney laundering offence
4 -Confiscation and provisional measures

C = TERRORIST FINANCING AND FINANCING OF PROLIFERATION
5 -Terrorist financing offence

6 - Targeted financial sanctions related to terrorism & terrorist financing

7 -Targeted financial sanctions related to proliferation

& - Mon-profit organisations

D - PREVENTIVE MEASURES
9 - Financial institution secrecy laws

Customer due diligence and record keeping
10 - Customer due diligence
11 - Record keeping

Additional measures for specific customers and activities
12 -Politically exposed persons

13 -Correspondent banking

14 -Money or value transfer sarvices

15 - New technologies

16 - Wire transfers

Reliance, Controls and Financial Groups

17 - Reliance on third parties

18 - Internal controls and foreign branches and subsidiaries
19 - Higher-risk countrias

Reporting of suspicious transactions
20 - Reporting of suspicious transactions
21 - Tipping-off and confidentiality

Designated non-financial Businesses and Professions (DNFBPs)

22 - DNFBPs: Customer due diligence
23 - DNFBPs: Other measures

36



E - TRANSPARENCY AND BENEFICIAL OWNERSHIP
OF LEGAL PERSONS AND ARRANGEMENTS

24 - Transparency and beneficial ownership of legal persons

25 . Transparency and beneficial ownership of legal arrangements

F - POWERS AND RESPONSIBILITIES OF COMPETENT AUTHORITIES
AND OTHER INSTITUTIONAL MEASURES

Regulation and Supervision

26 -Regulation and supervision of financial institutions

27 - Powers of supervisors

28 - Regulation and supervision of DNFBPs

Operational and Law Enforcement

29 - Financial intelligence units

30 - Responsibilities of law enforcement and investigative authorities
31 - Powers of law enforcement and investigative authorities

32 - Cash couriers

General Reguirements
33 - Seatistics
34 - Guidance and feedback

Sanctions
35 — Sanctions

G - INTERMNATIONAL COOPERATION

36 - International instruments

37 - SEV Mutual legal assistance

38 - Mutual legal assistance: freezing and confiscation
39 - Extradition

40 - Other forms of international cooperation
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35.0 APPROVALS

8/IN | AUTHORIZING OFFICER DESIGNATION | SIGNATURE AND |
DATE

T | ANEMOSU | MoseS A Asst. Director, GVD__| PR EeE

2. . L , *;.* A El.aputy Director, GVD ,,.IJ 4
3. u_e [ ! r,r “ Director, GVD —g

F§5

4. O T. Naonnea ) ?".1 p | Deputy Governor, DK' 2. Al

E. | E: M F"UEL*‘EF - —-f-— G.:wamur, CBN
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PART I

MONETARY POLICY DEPARTMENT
CIRCULARS, POLICIES AND GUIDELINES
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CENTRAL BANK OF NIGERIA COMMUMNIQUE NO. 139 OF THE MONETARY POLICY

COMMITTEE MEETING HELD ON MONDAY 22n< AND TUESDAY 23« NOVEMBER
2021

The Monetary Policy Committee (MPC] met on 22nd and 23rd Movember 2021,
in light of the continued recovery of the glokal economy and improving output
growth in the domestic economy. Thouwgh, the growth outlook for the global
economy for the rest of the year and into 2022 remains favouraole, the uneven
pace of recovery across countries has persisted. This was driven primmanly by
country and regional disparties in COVID-1? vaccination rate, size of policy
support and regional economic conditions. On the domestic front, the
continued support by the monetary and fiscal authonties s sustaining the
growth recovery, nohtwithstanding the permistence of securty challenges and
legacy infrastructural constraints. The Committee appraised the developmenits
in the global economy, infernational financial envireonment and the domestic
economy, as well as the outlock for the rest of the year and the first quarter of

2022

Ten (10) memibers of the Committes attended this meeting.

Zlobal Economic Developments

Clobal output growth has remained upbeat as economic agents defy the
continued threat posed by the sharmp nse in infection rates associoted with new
strains of the COVID-19 virus. Despite the forecast for a robust recovery of the
global economy in 2021, the uneven paoce of vaccination across the globe and
the confinued rise in infection rates by the more fatal and mutating strains of
the COVID-19 virus, suggest that the cument tevo-speed recovery of the global

economy may persist longer than anticipated. This may, howesver, be remedied
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if governments across the globe rally to improve coordination in the distnbution
of vaccines to aid the eardy attainment of global herd immunity. The Committee
noted that the downside nsks to the recovery may permist if the spread of these

new variants is not addressed urgenthy.

In ight of the above dynamics and associated headwinds, the International
Monstary Fund [IMF) downgraoded its 2021 growth forecast for the global
economy from &.0 per cent to 5.9 per cent. It also revised the projection for the
Advanced Bconomies dowrnwards from 5.6 per cent to 5.2 per cent. The
downgrade was, however, offset by an upgrade of the growth forecast for
Emerging Markets and Developing Economies [EMDEs] in 2021. Thus, the
forecast for the Emerging Markets and Developing Economies was revised

upwards to 6.4 per cent from 4.3 per cent.

Inflotion across several Advaonced Economies iz expected to continue its
upward trend into 2022, contrary to earlier expectations of transiency, as
commodity prices continue to recover and feeding info energy and goods
prices. This is on the backdrop of resing demand, asociated with the sustained
rebound in global output growth, amid Iingenng supply constraints. In response
to the peristence of prce development, the US Federal Feserve Bank has
announced its intenfion to commence tapenng its monthly bond-buying
programme by the end of Movember 2021. Other advanced economy central
banks have alzo indicated the likelihood of following suit in the short to mediom
term. In key Emerging Market and Developing Economies, inflation remained
relatively high compared with the Advanced Economies. This is mostly due fo
supphy-side constraints associated with the Pandemic; exchange rate pressures;
and other legacy structural problems. The severnty of inflationary pressures in this
group of economiss, however, varnes across countries in relation to the specific

structure and dynamics of the individual economies.

In the global financial markets, equity prices largely maintained a strong post-
lockdown recovery, while investors continued to maintain a sizeable hedge in

gold, possibly to ease the impact of a rebound of the Pandemic as infection
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rates continue fo nse. The financial markets remained moderately bullish, an
indication that investors remain cautious in view of the unabating Pondemic.
This is reflected by the price of Gold, which has remained well above pre-

Pandemic levels.

Domestic Economic Developments

According fo the Mational Bureau of Statistics (MBS), real Gross Domestic
Product (GDP) grew by 4.03 per cent (year-on -year) in the third quarter of 2021,
compared with 2.01 and -3.42 per cent in @2 2021 and Q3 2020, respectively.
The growth frajectory has thus, been positive in the last four quarters following
the exit from the recession in 2020. Quarter-on-quarter, real GDP grew by 11.07
per cent in Q3 2021 compared with -0.79 per cent in the preceding quarter. This
improvement in real GDP was dnven by growth in both the ol and non-oil
sectors by 12.05 and 10.99 per cent, respectively. The Committes abo noted
the continued improvement in the Manufactunng Purchasing Managers' Index
(FMI), which though, remained below the 50-ndex point benchmark, rose to
47 3 index points in October 2021 from 46.46 index points in September 2021. This
improvement indicated a gradual recovery of ocutput growth, drven largely by
the increase in new orders associated with nsing aggregate demaond and
upswing in business activities. The Non-Manufacturing PMI, however, declined
to 47.5 index points in October 2021 from 47.8 index points in September 2021

as uncertainties pemristed around the poor secunty situation.

The Committee noted the continued moderation in headline inflation (year-on-
year] to 13.99 per cent in October 2021 from 14.63 per cent in the previous
rnonth, the seventh consecutive month of decline. The decrease was atiributed
to a marginal decline in both the food and core components to 18.34and 13.34
per cent in October 2021 from 19.57 and 13.74 per cent, respectively in
jeptember 2021. Inflation, however, remained above the Bank's implicit
tolerance comdor of 4 — 9 per cent and above its benchmark policy rate of 11.5

per cent despite its progressive decline.
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Observing developments in monetary aggregates, the Committes noted that
broad money supply (M3) grew by 7.10 per cent in October 2021, compared
with 472 per cent in September 2021. This was driven oy growth in Net Domestic
Assets (MDA) by 7.12 per cent in October 2021, compared with 10.71 per cent
recorded in Septemiber 2021. Net Foreign Assets (MFA), on the other hand,
contracted moderately by -1.30 per cent in October, compared with -20.85 per
cent in the preceding month. The continued growth in Net Domestic Assets
(MDA was largely diven by increased claims on the Federal Government and
other public nonfinancial comporations, private sector and state and local

governments.

In the financial markets, money market rates ocscilated within the standing
facilities comdor, reflecting the prevailing liguidity conditions in the banking
system. The monthly weighted average Open Buyback (OBB) rate increased to
12.18 per cent in October 2021 from 11.11 per cent in September 2021, while the
monthly weighted average Inter-bank Call rate decreased from 1321 per cent
in September 2021, to 10.00 per cent in October 2021. The increase in the Open
Buyback [QBB] rate reflected the tight iguidity condition in the banking system.

The MPC noted the positive performance of the equities market in the review
perod, with the All-Share Index [ASl] and Market Capitalization{bMC) increasing
to 43,199 27 and 822 .55 trillion on Novemnber 19, 2021, from 3%9.219.6]1 and ¥20.43
frilion on Auvgust 31, 2021. This depicts improved investor sentiment, following
impressive corporate earnings of isted companies on the Baxchange. This has led

to a new bargain hunting drive by investors.

The MPC noted that the Capital Adeqguacy Ratio [CAR) and Liguidity Batio [LE)
both remained above ther prodential imifts ot 152 and 41.2 per cent,
respectively. The Mon-Perdforming Loan ratio (MPL) ot 5.3 per cent in October
2021, reflected progressive improvement, compared with 5.7 per cent in
October 20200 The Committee, however, urged the Bank to sustain its fight
prudential regime to brAng the Non-Pedorming Loan (MPL) ratio below the 50

per cent pruodential enchrmar:.
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The gross external reserves stood at USH41 .41 bilion as ot November 18, 2021,
compared with US$41.34 bilion in October 2021, a moderate increase of 0.17

per cent.
Cutlook

The overall outlook for both the global and domestic economies remain upbeat
but for the significant downside nsks clouding the path to full recovery. The key
nsks remain the uvnabating COVID-19 pandemic and uvneven progress in
vaccination. As the US Federal Reserve Bank commences scaling down of its
monthly bond-buying programme, there s increased likelhood that other
advanced economy central banks will follow in the same direction. With this
impending development, external financial conditions will ikely tighten for most
EMDEz, in view of huge capital flow reversals to the Advanced Economises as
vields nse. This will no doubt deepen the growth divergence between thess tavo

groups of economies.

Forecasts for key macroeconomic vanables for the Migenan economy, indicate
continuing rebound in growth recovery for the rest of the year. This is expected
on the back of continued support by both monetary and fizcal policy, sustained
high crude oil prices and most imporanthy, availability of COVID-17 vaccines as
well as high turmout for vaccination in Migena. Accordingly, the Migenan
economy s forecast to grow in 2021 by 3.10 per cent [CEM], 3.0 per cent [FGH)
and 2.4 per cent (IMF] . Inflation is expected to continue its downward trajectory
as the harvest season sets in and the government works on improving the

secunty situation to ease the bottenecks constraining food supply.

The Committee’s Considerations

The Committee commended the continued recovery in output growth

following a positive outcome in the third guarter of 2021.

Based on the current outlock for prce development and growth, Members
carefully reviewed the optons confronting the Committes in the short to

medivm term, taking into consideration, key downside nsks to growth and
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upside rsks to inflation. Members reiterated the need to remain cautious and
urged both the monetary and fiscal auvthonties to sustain their support for the
recovery, as the Pandemic was yvet to be over. The Committee, however, noted
that with the sustained infervention by the Bank, sconomic activities wall
normalize in the short to medivum term, leading to improved output growth and
lower inflationary pressure. The MPC also urged the fiscal authorties to sustain
the cumrent effort o revamp the economy through continued support to the

crtical sectors of the economy.

The continued secunty challenge across the country remained a major source
of concem for Members, noting its impact on business confidence, foreign
investment inflows and overall economic activities. The persistence of insecurty
in major food producing areas, remained a key downside nsk to the recovery.
The Committee called on secunty agencies in the country to increase their
presence in order to boost public confidence and facilitate the movement of
peopls, goods and services across the country. With improved secunty,
especially in these food producing areas, Members expressed optimism that

food inflation will drop significantly following svccessful harvests and distribution.

The Committee alko commended the gradual divemsification of the economy
with the increased contnbution of the non-cill sector to Govemment revenues
and called for more support to increase non-oil exports as a source of foreign

exchange eamings into the economy.

Members abo reiterated the impaoact of poor infrastructure on fsing domestic
price levels, urging the Federal Govemment to priontize investment in public
utilities to improve the business environment. These include transportation
networks, power supply, education and health. Following the President's recent
intemational call to investors to channel investments to Nigena, Members were
of the view that funding for such projects could be sourced through equitable

partnerships with foreign investors and Migenans in diaspora.

The Committee noted that the eguities market remained in a strong position,

signposting continued investor confidence in the Migenan economy. Members

45



thus urged the monetary and fiscal authorties to buld on this sustained

confidence to attract more Foreign Direct Investment info Nigena.

The MPC welcomed the confinued resilience of the banking system in the face
of severe shocks to both the domestic and global economies, commending
the Bank's Manogement for maintaining overall stakility in the banking system.
The Committee thus, called on the Bank to conftinue to push for increased
intermediation as the way forward to reduce unemployment, enhance
production, create wealth, and improve aggregate demand to strengthen the
recovery. On this note, Member applauded the success achieved by the
Barnk's vanous intervention schernes, which have coninbuted to both the

demand and supply sides of the economy.

The Committee reviewed the performance of the Bank's vanous interventions
aimed at sustaining recovery of output growth and addressing the downside
nsks fo other external and domestic shocks to the economy. Interventions
continued largely in manufactunng/industries, agrculfure,
energy/infrastructure, healthcare and Micro, Small and Medium Enterprses
(MEMEs]. Under the Targeted Credit Facility, the Bank has disbursed a total of
H343.47 billion to 744,717 beneficianes, comprsing 633,070 households and 128,
&49 small businesses. Under itz Agriousiness Small and Medivm Enterprise
Investment Scheme [AgSMEIS), the Bank has released 813443 bilion to 37,571

entreprensurs.

Between September and October 2021, under the Anchor Borrowers'
Programme [ABF], the Bank disbursed 843,17 bilion to support the cultivation
of over 250,000 hectares of maize, sorghum, soya beans and rice dunng the
2021 dry season; and 8588 billion fo finance six (4) largescale agncultural
projects under the Commercial Agnculture Credit Scheme [CACS).
Cumulatively the Bank has disbursed the total sum of 8844 billion to 4.1 million
farmers, cultivating 5.02 million hectares. The bank abko disbursed the sum of
&41.2 bilion for the commencement of the brown revolution, a large-scale

wheat program to wean us off imports by 35 per cent in the first year.
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In addition, the Bank disbursed the sum of 25192 bilion for 42 addifional
projects under the 81 trllion moanufactunng intervention. Cuomulatively, the
bank has disbursed the sum of M1.08 frilion under this 3cheme. As part of its
effort to support the resiience of the healthcare sector, the Bank disbursed
#3239 bilion to Mine [?) healthcare projects under the Healthcaore Sector
Intervention Facility [(H3IF). The Bank has also cumulatively disbursed the sum of
H108.465 bilion to hospitals and pharmaceutical industry. 54 of the 117 projects
funded are for hospital services. Committes was gratified that the funding
under Health sector has resulted in establishment of tawo(2] new Cancer
Centers, over 39 MRl and more than 42 CT S5can Centers in Migena, within the

last 18 months

To further promote enfrepreneurship development among Migenan youth, the
Bank recently opproved the implementation of the Tertiary Institutions
Entreprensurship Scheme [TIES). The S5chemes s designed to create a paradigm
shift among undergraduate: and graduates of terfiary institutions in Migena,
fromn white-collar jobs fowards entrepreneurship developrment. The guidelines
for the implementation of the 3cheme was recently published, os Bank of
Industry (BON) is presently partnenng with the Bank for the pilot implementation

phaose.

Under the National Mass Metenng Programme ([MMMP), 8849 billon was
disbursed to four (4) Distnbution Companies (DisCos) under the scheme's
Phaze-0. The sum of 847 .44 bilion has been disbursed so far for the acguisition
of 858,024 meters. Also, in furtherance of its intervention in the energy sector,
the Bank releazed &27 03 bilion to power sector players under the Migena Bulk
Blectricity Trading Payment Assurance Facility (MBET-PAF). This is in addition to
the M37.47 bilion dsbursed to eight (8) Distnbution Companies (DisCos)
recently, under the Nigena Electncity Market Stabilisation Facility {MEMSF-2).

The Bank has disbursed the sum of 837 2bn under the Nigenan gas expansion

pragram to promote the migration to compressed natural gas ([CNG) as the
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prefered fuel for fransportation and liguefied petroleum gaos (LPG) as the

prefered cooking fuel.

Furthermnore, the Bank recently infroduced the 100 for 100 Policy on Production
and Productivity [PPP), designed to create the flow of finance and investments
to enterpnses with potential to kckstart a sustanable economic growth
trajectory, occelerate structural transformation, promote diversification, and
improve productivity in the country. It s geared to support pavate sector
companies with the aim of reducing cedain imports, iIncreasing non-oil exports
and improving the FX-generating capacity of the economy. The Bank will select
and finance 100 of such companies at 100 day intervals, in ine with detailed
selection cntena as contained in the guidelines, and roll this over for another

100 companies for the next 100 days.

The Targeted Credit Facility (TCF) was particularly highlighted by the Committee
for its contrbution to alleviating poverty at the grassroot. The Committes thus
urged the Bank to continue its support through the TCF to ensure that more

people benefit from this programme.

With the announcement fo commence monetary policy nomalization by the
U5 Fed and impending interest rate liftoff by central banks in some advanced
economies, the MPC called on the Federal Government to intensify its drive
towards a counter-cyclical fiscal policy in view of the imminent tightening of
external financial conditions. Committee members, therefore, noted with
concerm that the gradual normmalzation of monetary policy by this group of
economies would dampen the recovery of several Emerging Market and
Developing Economies in the short o medium term due to the sharp reversal of

capital flows.

The Committee also evaluated the developments in China relating to the re-
occumng Pandemic, power outages and cnsis in the property market, noting
the likely impact these could have on Migerna as a major trading partner.

Members thus called on the Bank to ensure that the necessary buffers are put
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in place to shield the economy from the downside nsks associated with these

developments.

In general, Members expressed confidence in the ongoing policies of both the
monetary and fiscal authonties which in therr view was the hallmark of the
curmrent recovery and restoration of macroeconomic stability in Migena. They,
therefore, called on both authornties to look beyvond the curent position and

plan towards attracting sustainable investment flows to Nigena.

The Committee’s Decision

At this mesting, MPC was gratified that its policy actions in the past had started
to vield positive results given the remarkable improvement in GOP which stood
at 403 per cent dunng Q3 of 2021 and the éh consecutive month moderation

in inflation to 1599 per cent in October 2021

Given the level of s conviction about the efficacy of s actions on
macroeconomic vanables, MPC felt that whereas tightening would further help
to rein in inflation aggressively, it nevertheless feels that tightening will increase

cost of funds and constrain output growth.

On the other hand, whereas loosening will lower policy rates, ease liguidity
pressures, and stimulate additional credit creation which wil boost output
growth, MPC abo thinks that loocsening will further widen the negative real
inferest rate gap and compound the pnce distortions in the money markets

which could fuel inflationary pressures.

As for whether to hold its existing stance, MPC believes that the existing
monetary policy stance has supported the growth recovery and should be
allowed to continue for a little longer for consolidation to achieve the MPC
mandate of prnce stability that 5 conducive for sustainable growth. The
Committee also feel that a hold stance will enable it to carefully appraise the
implications of the unfolding global development around policy tapenng and

normalization by advanced economies.
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Based on the foregoing, the Committes decided to hold all policy parameters

constant to support the enabling environment for sustained recoverny.

The Committee thus, decided by a unanimous vote fo retain the Monetary

Policy Rate (MPRE] at 11.5 per cent.
In summary, the MPC voted to:
|. Retain the MPE at 11.5 per cent;
II. Retain the asymmetric comdor of +100/-700 basis points around the MPR;
ll. Retain the CRR at 27.5 per cent; and
V. Retain the Liguidity Ratio at 30 per cent.
Thank you.
Godwin |. Emefiele
Covermnor, Central Bank of Nigena

23rd Movember 2021
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CENTRAL BANK OF NIGERIA COMMUNIQUE NO. 138 OF THE 28157 MOMNETARY
POLICY COMMITIEE MEETING HELD OMN THURSDAY. 1&th AND FRIDAY. 17th
SEFTEMBER 2021

The Monetary Policy Committee (MPC) met on the 146" and 17% September,
2021, on a relatively comforting note of a moderate global ocutput growth
recoverny and improved global frade. The pedfomance of the global economy
in the first two guarters of the year and intoe the third guarer. remained
fovourable with positive outlook for the rest of the year. However, coutious
ophmism persists, driven pramarly oy mutating and more fatal strains of the
COVID-17 wirus and dispanties in the progress of voccinations across several
countries. In the domestic economy, output growth performance continued to
improve, signposting the positive impact of the umaraverng fiscal and monetary
support by both the fiscal and monetary authonties o revive and sustain
economic growth, post pandemic. The Committee reviewed the developments
in the global and domestic economic environments in the third quarer of 2021,

as well as the outloock for the rest of the yvear.

Ten (10 members of the Committee attended this meeting.

=lokbal Economic Developments

The Committee noted the continuing rebound in the glokal recovery as several
advanced and emerging market economies posted promising second guarter
output growth figures, despite the uneven progress in vaccination coverage.
The MPC noted that the uncontained spread of the COVID-1% virus continues to
pose downside nsks to global recovery in 2021 and into 2022, The MPC further
noted that despite the strong output growth identified in some Advanced
Economies, several developing economies were still lagging in vaccination
progress. Members, emphasized that the widespread availability of vaccines,

remained vital fo sumounting the Pandemic and attaining full and alkHnclusive
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recovery of the global economy. Despite the challenges posed by the ongoing
mutation of the coronavirus, governments across the globe remain focused on
easing business restnctions and resuscitating economic activities. Conseqguently,
the Intemational Monetary Fund [IMF), maintained its aggregate projection for
global growth in 2021 at 40 per cent, but increased its projection for the
Advanced Economies to 5.6 per cent from a previows 5.1 per cent, while that for
the Emerging Markets and Developing Economiss (EMDEs) was downgraded to

&3 per cent from 6.7 per cent.

Price development across several Advanced Bconomies has remained on a
sustained uptrend and exceeding their long run objectives. This is expected to
continue in the short o medium term as against earier forecasts that the upward
shift was tfransient. Consequently, several central banks of advanced economies
are cumently considenng eardy commencement of monetary  policy
normalization, even though policy rate adjustments are not expected in the
medium term. Across several Emerging Market and Developing Economies,
inflationary pressures remained mixed, as some economies had much higher
rates than their peers, due to ingering exchange raote pressures, capital flow
reversals, high energy costs, supply chain disruptions and poor responze to policy

stimmulus resulting from structural bottlenecks.

In the global financial markets, the Committee noted that while demand for
equities remained strong, an indication of renewed market confidence, gold
price still maintained its post-Pandemic high, reflecting the hedaging by investors
against a possible rebound of the Pandemic. Long-tem soversign bond wislds
are expected to mprove with the commencement of monetary policy
normalization by central banks of advanced economy. Committee memloers,
however, expressed cautious optimism for a grodual normalzation of monetary
policy by these central banks, as a sharp retreat of policy stimulus may plunge
the global economy into a finoncial casis again. This may also increase the
uncertainty around the full recovery of several Emerging Market and Developing

Economies. The MPC, therefore, called on the Bank to put in place measures to
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moderate the likely impact of the normalzation of monetary policy on the

domeshc economy.

Domestic Econemic Developments

In the second guarter of 2021, there was a significont improvernent in the real
Zross Domestic Product (GDP), which grew by 5.01 per cent compared with (.31
and -4.10 per cent in the previous guarter and comesponding guarter of 2020,
respectively. This recovery was atinbuted to the non-oil sector, driven by a
rebound in services sector and continued growth in agriculture sector. The oll
sector contracted further by -12_45 per cent (year-on yvear] in the second quarter
of 2021, compared with -2.21 per cent in the previous guarter. Thizs desper
contraction, was altrbuted to several factors: including declining crude ol
production ot two crude streams in the country, associated with leakages in hao
major pipelines; deteriorating ol production infrastructure; poor pipeline

maintenance; and the need to comply with OFEC+ production ceiling.

The Committee noted the moderate improvement in both the Manufacturing
and Mon-Maonufacturnng Purchasing Manager's Indices [PhIs), though still below
the S0-index point benchmark, showed o marked improvement over time. In
August 2021, the Manufacturing and non-Manufactunng PMIs improved to 4569
index points apiece, compared with 46.6 and 44 8 index points, respectively, in
July 2021 . Thizs was attributed to an increass in new orders, driven largely by fsing
demand, uptrend In business activity and further normnalzation of economic
activities. Similarly, the employment level index component of the
bMaonufacturing and non-Manufoactunng PMls in August 2021 improved to 494
and 48.8 index points, respectively, compared with 44.5 and 47 .0 index points in
July 2021. The Committes expressed optimism that with the cumrent level of
monetary and fiscal stimuli, az well as efforts to increase vaccination and
contain the Pandemic, the economy will confinue fo improve in the shord-to

medium term.

The Committee reviewed the performance of the Bank’s interventions fo sustain

the recovery of output growth and address the downside nisks to other external
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and domestic shocks to the economy. Interventions continued largely in
bMaonufacturng, Agriculture, Energy/infrastructure and Micro, Small, and Medium
Enterprises [MSMEs).

The Bank under itz Anchor Borowers: Programme [ABP)] has: cumulatively
released the sum of 85778 07 billion to 3.2 milion smallholder farmers cultivating
4.2 milion hectares of land across the country. Out of this for the 2021 wet season
farming, the Bank released the sum of #141.18 billion to 770,000 smal-holder
farmers culfivating seven (7] commeodities on 1.10 millon hectares across the
country. While harvesting for the 2020 dry season under the Programme is
rounding vp, harvesting activities have commenced for the 2021 wet season
cultvation. The Strategic Maize Reserve Programme of the CTBM has been useful
in moderating maize prices by directly targeting large feed mill producers. Under
itz Commercial Agrculture Credit Scheme [{CACS], the CBN has supported 657
large-scale agricultural projects, to the tune of 4708 37 bilion.

To support BMASME: across the country, the Bank disbursed L] 34 57 bilion to 35,140
beneficiarnes: under the Agribusiness/Small and Medium Enterprzse Investrnent
Scheme [AGSMEIS), and for the Targeted Credit Facility (TCF), the sum of &4343 21
bilion has been released to 726,198 beneficianss, comprzsing 602,730
households and 123,448 Small and Medium Enterprizes.

Under the Real Sector Facility, the Bank released the sum of &1.00 trillion to 2589
real sector projects, of which 140 are in ight manufactoring, 71 in agro-based
industry, 47 inservices and 11 in mining. Under the Healthcare Sector Intervention
Facility [(H3IF), &103.02 bilion hos been disbursed for 110 healthcare projects, of
which 27 are pharmmaceuhcal, 77 hospitals and & other healthcare serdace
projects. The Bank has alzo disbunsed a total of M145.99 bilion under its Mon-Cil
Export Stimulation Facility (MESF]. The CBM has revised the guidelines, working
with Migenan Export-Hlmport Bank to improve access to the intervention and

stimulate non-oil export growth in Migena.

Under the National Mass Meternng PFrogramme (MMBRP], 441 .04 bilion has been
dizoursed to ten (10) DisCos, for the procurerment and installation of 75%,748
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electricity meters. Under the Nigenan Becincity Market Stakbilzation Facility - 2
[MEMSEF-2], the Bank has released the sum of &1 4546 bilion to 11 DisCos as loans
o provide iguidity support and stimulate cnhoal infrastrocture investment o

improve service delivery and collection efficiency.

In furtherance of its Intervention In the energy sector, the Bank hos disbursed
L3 20 bilion to six (4] beneficianes to improve gas-bazed infrastruocture fo
support the Federal Govemment’s Auto-Gas Conversion Prograrmme. The Bank
haos also encouraged Deposit Money Banlks [DBs) to participate in the Solar

Connechon Facility (3CF) to improve energy access in the rural areas.

To promote enfreprensuship development among Migernaon yvouth, the Bank
recently approved the implementation of the Tertiary Institutions
Entreprensurship  Scheme  (TIES). The S5cheme iz designed to promote

centreprensunal activities and foster job creation among Migenan youths.

The Committes applauded the continued moderation in headline inflation for
the fifth consscutive month to 17.01 per cent [vear-on-year) in August 2021 from
1738 per cent in July 2021 The confinued decrease was attnbuted to a marginal
decline in the food component to 2030 per cent in August 2021 from 21.03 per
centin July 2021 . The core component, also, declined to 13 41 per cent in August
2021 from 13.72 per cent in July 2021. The MPC noted that headline inflation
remained well above the Bank's benchmark comdor of & — F per cent, but
expressed optimism  that with sustained  interventions by the Bank, food
production waill continue to iImprove, thus moderating headline inflation further.
The Committes, thus, urged the fiscal authonty to buld on earlier efforts fo
articulate a clear strategy to attract private sector investrnent while resuscitating
crtical infrastructure fo improve the ease of doing business in the country.

Members observed that brood money supply [M3] rose to 583 per cent in
August 2021, compared with 2.91 per cent in July 2021. This was largehly diaven by
the growth of Net Foreign Assets and Met Domestic Assets by 12.35 and 4.30 per
cent in August 2021, compared with 1.84 and 3.17 per cent in July 2021,
respectively. The growth in Met Foreign Assets was largely daven by increase in

foreign asset holdings of commercial and merchant banks. The increasze in Met
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Domestic Assets reflects the boost to aggregate credit net, which increased to

8.14 per cent in August 2021, from 571 per cent in Juby 2021.

In the money market, the monthly weighted average Inter-Bank Call and Open
Buyback (OBB) rates increased to 13.45 and 12.97 per cent in August 2021 from
1072 and 11.40 per cent in July 2021, respectively. This increase reflected the
tight liguidity conditions in the banking system dunng the review pericd as the

Bank curtailed excess system liguidity.

The MPC noted the modenate improvement in the equities market in the review
period, as the All-Share Index [AS]) increaszed by 2.47 per cent from 37,907 28 on
June 30, 2021, to 38,920.50 on September 14, 2021. Market Capitalization (MC)
also increased by 2.63 per cent from MN17.74 frillion to N20.28 trallion over the same
pernad, reflecting improvement in investor confidence following the

strengthening of ocutput growth.

The MPC noted that the Capital Adequacy Ratio (CAR) and the Liguidity Ratio
(LR} both remained above the prudential limits at 152 and 41.7 per cent,
respectively at end-July 2021. The Committes, also, welcomed the improvement
in the Mon-Performing Loans (MPLs) ratio at 5.4 per cent in July 2021, compared
with 5.7 per cent in June 2021. The Committes thus, urged the Bank to sustain
cumrent efforts o baing MNPLs below the 5.0 per cent prodential benchmark.

The Committee noted the improvement in lending to the real sector following
the introduction of the Loans-to-Deposit Ratio (LDRE) in 2019, Industry gross credit
increased by Mé& &3 trilion fromn M1.2.57 trillion at end-May, 2017 to MN22 20 trillion
at end-July, 2021. The credit growth was largely recorded in manufactunng, oil

and gas and agnculture sectors.

The Committee noted the significant increase in the external reserves which rose
to US335.97 bilion at end-August 2021 from US3$33.49 kilion at end-July 2021,
representing an increase of 7.4]1 per cent. It albo welcomed the further increase

to US$H34.03 bilion on September 13, 2021.
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Ciutlook

The outlook for both the global and domestic economies appears mixed. This is
due to lingerng uvncerainties over the end of the COVID-19 pandemic as well
as continued mutation of the virus. The slow and uneven pace of vaccination in
developing economies is also compromising the achievement of global herd
irmmunity, thus imposing a considerable headwind fo the attainment of the

glooal growth forecast.

Jome central banks in advanced economies have given guidance of intended
commencement of monetary policy nomalization as monetary and fiscal policy
across major advanced and emerging market economies haove remained
robust. This would constitute a further headwind to the fulland Inclusive recoverny
of the global economy due to the lkely nse in cost of capital. The gobal
economy 5 confronted with more headwinds than tailbwinds, evidenced by the

multitude of conflicting signals emerging from varnous mMmajor economies.

Avallable data and forecasts for key macroeconomic vanables for the Nigernan
economy, suggest further rebound in cutput growth for the rest of the year. This
will howewver be hinged on the continved stabkility in ol prce and robust
vaccination in Migena and across other countries. Foreign exchange market
stakility, further reduction in inflationarny pressure in the economy and continued
inferventions by the monetary ond fiscal authonties are very mporant foctors fo

sustain the recovery momentum. Consequently, the HNigenan economy is
forecast to grow in 2021 by Z.86 per cent [CBN), 3.0 per cent (FGH) and 2.5 per
cent [IMF).

The Committee's Considerations

The Committee noted the recovery in output growth and improving PMIs in the
second guarter and urged the Bank to maintain the momentum of its cument

policy measures to sustain positive and inclusive real GOP growth.

The increasing level of insecurity in parts of the country remained a crucial point

of concem for the MPC a:z its pemistence could adversely impact business
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confidence and deraill the recovery. t continued to call on the Federal
Zovermment to priontize securty surveillance in farming communities as the
increased supply of food would play a significont role in stabilizing

macroeconomic fundamentals.

The Committees applavded the steady but moderate decline in domestic prices
as inflation decelerated for the fifth consecutive month with forecast indicating
a continuved downward trend. The Committee abo welcomed ongoing efforts
towards revitalizsing the Migena Commodity Exchange (MCX) to improve the
supply value chain, curtaill the speculotive activities of middlemen in the
agricultural sector, and conseguently drive down prnces of key commodities

such oz paddy nce, maize, wheat and sorghum, amongst others.

Members applauded the relentless effort oy the Bank and other collaooratars in
ensunng the eventual take off of the MNigenon Infrastructure Cormporation
(INFRACZCORP), as thiz will improve the business environment, attract new
investment and create new jobs in the Nigenan economy. The MPC further
emphasised the imporfance of investment in transportation networks, power
supply and telecommunication as these have a multipher effect on other sectors
of the economy. In addition to the INFRACORF inifiative, Members urged the
fiscal authonty not to relent on other complementary infrastructure initiatives
such as Public-Private-Partnerships and engagement of Migena's huge diaspora

through the issuonce of diospora bonds to fund specific projects.

The MPC noted the moderate improvement in the eguities maordet and
commended the sustained investor confidence in the Migernan economy. The
Committese however called on the Federal Government to continue to improve
the ease of doing business in Migena to retain the cument patronage of the

Migenan economy by foreign investors.

Members applauvded the continued resilience of the banking system, noting the
progressive decline in the non-performing loans ratio, and broad improvement
in all banking systerm paorameters, despite the downside nsks posed by the

FPandemic to the smooth running of businesses. While the Committee was
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cognizant of the credit Asks azsociated with lending in the curent economic
climate, it urged MNigernan banks to extend more credit fo businesses and
consumers to facilitate a seamless recovery of output growth, reduce

unemployment and stabilize prices.

On the management of the exchange rate, the Committes applauded the
Bank for improving foreign exchange supply in the economy to meet legitimate
business and consumer demand. Members thus, urged the Bank to take further
steps to restrict the activiies of unauthonzed and illegal dealers in the forsign
exchange market, stating that all foreign exchange transactions must be
conducted at the |&E window to ensure frarsparency and stability. The
Committee, thus, called on the Bank to intensify surveilaonce over foreign
exchange sales and ufilisation by commercial banks and custormers, to ensure
that operators adhere to stipulated guidelines st by the CBMN. The Bank thus,
maintains its resolve to continue to restructure the foreign exchange market and
will pursue all recent policies targeted at sanitizing the market fo iImprove
transparency and proper functioning to eliminate illegal foreign exchangs

dealers in the economy.

O Government revenues, members urged the Federal Govermment to improve
its tax collection in order to reduce its dependence on oil revenues and reduce

its exposure to counter-cyclical shocks.

The Committese emphasised the growing need to improve the agrncultural value
chain, particularty in key commodity products ke cocoa, palm ol and cashew
to diversify the country's export receipts. It, therefore, called on the Bank to

support manufactunng infiatives that could achieve this objective.

The Committese applauded the Bank for itz resilience and robust efforts in
managing the downside nsks to growth and the upside nsks to inflation since the
outboreak of the Pandemic, while charting a stable path for the economy to

continue fo expand its potential capacity through investrment in infrostructure.

Owerall, the MPC aszessed the headwinds and tailwinds to growth, as well as,

the upside nsks to iInflation, noting the IMmense effort by both the Mmonetary and
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fiscal authonties to achieve a substantial recovery in output growth and
decrease in inflation. The Committee urged the Presidentfial Task Force on
COVID-19 to internsify efforts foward procurement of more vaccines and the

vaccination of more people to ensure that herd imrunity s achieved.

The Committee's Decision

The MPC expressed delight at the robust recovery of output growth durning the
second quarter and the continued decline in inflation. Members, however, re-
iterated the need to put in place further measures to drive down inflation and
improve real returns on investment. The MPC noted the uneguivecal importance
of credit growth fo the sustained recovery of coutput and the moderation in price
development as supply improves. It thus, caolled on the Bank to maintain
adeqguate surveillance on banks to ensure complionce with its extant credit

policy, while ensunng that they are not unduly exposed to credit rsks.

The Committes also noted the relevance of the Bank's suite of intferventions to
the overall systermn credit, urging s continued use to fund sectors with high

employment-gensrating capacity.

MPC weighed the pros and cons of tightening, holding or loosening the stance
of policy, noting the impoct on output growth, price development,

unemployment and exchangs rate.

Members felt that tightening will contract the cumrent level of system liguidity,
and thus reduce demand pressure in the foreign exchange market, given that
the cumrent MPR at 11.5 per cent, CRR at 27 .5 per cent and liquidity ratio at 30.0
per cent iz already a tightening stance. This will, however, raise the cost of credit

and reduce the volume of credit to the prvate sector.

On loosening, the Committee felt that this would lower retail interest rates and
improve the ability of cbligors to repay their oblioations, with a complementary
reduction in MFLs. The gradual dowrnward movement of inflation may, howewver,

be compromised if policy accommaodation is increased, leading to a further
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widening of the negative real interest rote and thus exoceroating capital

outflows as investment in naira denominated assets become less attractive.

Members considered that a hold stance would allow the current recovery of
output grovwth and decline in inflation to continue smoothly, thus graduoally
mowing the economy to a sustainakle path before adjustments are made to the

stance of policy.

Bazed on the above corsiderations, the MPC made the decision to hold all
policy parameters constant; believing that a hold stance will enable the
continued permeation of cument policy measures in supporting the recorded

arowth recovery and macro-economic staoility.

The Committes thus decided by a unanimous vote to retain the Monetary Policy

Rate (MPR) at 11.5 per cent.

In surmimary, the MPC voted to-

i Retain the MPRE at 11.5 per cent;

ii Retain the Asymmmetnc Comidor of +100/-700 basis points arcund the MPR;
il Retain the CRR at 27.5 per cent;

v Retain the Liquidity Ratio at 30 per cent.

Thank you.

Godwin |- Ermnefiele

Gowvernor, Central Bank of Migeria

17t September, 2021
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CENTRAL BANK OF NIGERIA COMMUNIGUE NO. 137 OF THE MONETARY POLICY
COMMITIEE MEETING HELD ON MONDAY 24 AND TUESDAY 27" JULY, 2021

The Monetary Policy Committes (MPC) met on the 246% and 27t July, 2021
faced with cautious optimism for the recovery of both the global and domestic
economi=es. The peformance of the global economy in the first hwo quarters of
the year had been favourable and 15 expected to continue for the rest of the
yvear. There is, however, renewed downside nsk to this optimism associated with
the fast spread of new and deadler strains of the COVID-1% virus. The high rate
of vaccination across the globe seems promizing to drive herd immunity fo
reduce mortality rates. In the domestic economy, the continued support by
both the monstary and fizcal authorties, 5 expected to yield fovourable
outcomes and hopefully retum the economy to a strong recovery path in the
next few qguarters. The Committee reviewed the developments in the global
and domestic economic and financial environments over the second quarter

of 2021 and the outlook for the rest of the year.
Mine [F) members of the Committee were in attendance at this meeting.

Flobal Economic Developments

The Committese noted that while there has been reasonable gains in subduing
the Pandemic, lowerng of restrictions and reopening of several economies, the
fast pace of mutation of new and deadher strains of the virus 5 posing a
downside nsk to the ful recovery of the global economy. In addition, the
uneven agccess of vaccines across several coundres s a significant nsk to the
attainment of global herd immunity. Despite the above challenges,
govemments all over the world have continued to ease resinctions to enable

the recovery of supply chain networks and enhance aggregate demand. The
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expected rebound in global output growth s dependent, therefore, on the
efficient deployment of COVID-19 vaccines with the expectations that the
evolving deadlier strains would be subdued. Even with the cument outlook, the
International Monetary Fund (IMF) projects global growth at 4.0 per cent in
2021, comparaed with the last projection of 5.5 per cent. In ine with this, the
Advanced Economies are projected to grow at 5.1 per centwhile the Emerging

Markets and Developing Economies are projected to grow at 6.7 per cent.

Price development across several economies is expected to remain moderate
in the short to medium term with some prospects of a mild vuptick. The
Committes further noted the nse in inflation above the long run objectives of
some key Advanced BEconomies, although reported as transient and therefors
not expected to lead to an adjustment of the stance of monetary policy. Thers
howesver, remains the lingernng nsk of an eady return o monetary policy
nomnalization, should prce development contfinue to trend vpwards. Across
several Emerging Market and Developing Economiss, inflationary trend was on
average mixed, with some of the economies recording higher rates, compared
with their peers. This was largely due to exchange rate pressures, capital flow
reversals, high energy costs, weak supply chains and poor response to policy
stimulus o combat the macroeconomic slowdown associated with the

Pandemic.

In the global financial markets, the Committee noted the increased demand
for equity secunties, an indication of mproved investor confidence in the global
recovery. In addition, it observed the progressive weakening of long-term
sovereign bond yields, as the demand for equities pick up. The MPC further
noted the moderation in the pnce of gold, signaling reduced demand, as
investors return to the financial markets. The unprecedented stimulus provided
by monetary and fiscal authonties to ease the impact of the Pandemic has,
however, heightened the nsks of global financial crisis post-Poandemic and calls
for central banks across the globe to remain vigilant, should the need for

sudden policy adjustments anse.
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Domestic Economic Developments

Real Gross Domestic Product ({GDP) grew by 0.51 per cent in the fist quarter of
2021, compared with 0.11 per cent in the preceding quarter. In the non-oil
sector, Agnculture and Industry sub—sectors, were the major drivers of growth,
with growth rates of 2.28 and 0.94 per cent, respectively. The oill sector, year-on
year, contracted by -2.21 per cent in first quarter of 2021, compared with -19.74
per cent in the previous quarter. The weak performance in the ol sector was
attnbuted to several factors, including the declining quality of oil infrastructure,
lack of new investment in the sector and the need to comply with the OPEC+

production guota.

The Committee noted that the Manufactunng Purchasing Managers' Index
(PMI), improved to 46,4 index points in July 2021, compared with 45.5 index
points in June 2021. Though it remained below the S0-index point mark, the
improvement is an indication of gradual recovery of ocutput growth in the
economy. The Mon-Manufacturing Purchasing Manaogers®' Index [PMI) abko
increased to 44.8 index points in July 2021, compared with 43.0 index points in
June 2021.

The employment level index for July 2021 stood at 44.5 index points, relative to
the preceding month's figure of 45.0, but, remained below the 50.0-index point
threshold. The Committee welcomed the sustained monetary and fiscal
stimulus to revamp the domestic economy and hoped that the distibution of

vaccines to subdue the Pandemic will continue unabated.

The Committee noted the continued moderation in headline inflation [year-on-
year] to 1775 per cent in June 2021 from 17.93 per cent in May 2021, the third
consecutive month of decline. The decrease was atinbuted to a marginal
decline in both the food and core components to 21.72 and 13.09 per cent in
June 2021 from 22.28 and 13.15 per cent in May 2021, respectively. The MPC

noted that, though, headline inflation remained well above the ceiing of the
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Central Bank's &% per cent comidor, it expressed optimismn that the cumrent
interventions by the Bank in vanous sectors of the economy will further depress
inflationary pressure as output growth improves and the negative output gap

closes.

On the performmance of monetary aggregates, the Committee noted that
broad money supply (M3) declined to 2.02 per cent in June 2021, comparaed
with 299 per cent in May 2021. This development was largely daven by a
slowdown in the growth rate of Net Domestic Assets (MDA) and Met Foreign
Assets (MFA). Met Foreign Assets confracted by 3.65 per cent due to the
confraction of foreign asset holdings of the central bank, as well as non-interest,
primary mortgage, and microfinance banks. The margnal decline in MNet

Domestic Assets reflected the slowdown in aggregate credit net, which

decreased to 4 .30 per cent in June 2021, from 4.79 per cent in May 2021.

Accordingly, aoggregate credit at end-May 2021 stood at N24.23 tnlion,
compared with N22.48 tnlion at end-December 2020 This represents a year-to-

date increase of MN1.55 inlion.

Under the Bank's development finance initiatives, the Bank grantfed &47548.51
billion to 3,734,938 small holder famers cultivating 4.4 million hectares of land,
of which N120.24 bilion was extended for the 2021 Wet Season to 627,001
farmers for 847,484 hectares of land, under the Anchor Borowers' Programme
(ABP); for the Agnbusiness/Small and Medium Enterprise Investment Scheme
(AGSMEIS), the sum of £4121 .57 bilkon was disbursed to 32,417 beneficiares; and
for the Targeted Credit Facility (TCF), #318.17 bilion was released to 479,422
bensficianes, comprsing 572,189 households and 107,233 Small and Medivm
Scale Enterpnses (SMEs).

Under the National Youth Investment Fund (NYIF), the Bank released &3 0 billion
to 7,057 beneficianes, of which 4,411 were individuals and 2,646 SMEs. Under
the Creative Industry Financing Initiative (CIF), #3.22 billion was disbursed to 334
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bensficiories oacross movie production, movie distnbution, soffware

development, fashion, and IT verticals.

Under the £41 .0 trillion Real Sector Facility, the Bank relecsed HF23.41 billion to
231 real sector projects, of which 87 were in light moanufacturng, 40 in agro-
based industry, 32 in services and 11 in mining. On the &100 billion Healthcare
sector Infervention Facilihy (H3IF), &475.41 bilion was disoursed for 103 health care
projects, of which, 26 are pharmaceuticals and 77 are in the hospital services.
Similady, the sum of 823254 milllon was disbursed to 5 beneficiaries under the
ZBW Healthcare 3Sector Research aond Development Intervenftion [(Grant)
Scheme [H3RDIS) for the development of testing kits and devices for Cowvid-17

and Lassa Fever.

Cn the MNational Mass Metering Programme (MRMMP), 283404 bilion was
dizsoursed to 17 Meter Aszsset Provider, to nine (9] DisCos, for the procurement
and installation of 457,542 electricity meters. On the Nigeran Bectricity Market
Stabilization Facility - 2 (MEKMSF-2), the CBHN released &1 20.27 billion fo 11 DisCos,
to prowvide liguidity support and stimulate crtical infrastructure  investmenit

needed to iImprove service delivery and collection efficiency.

Cin money manket development, the net liguidity position and interest rates in
the sconomy reflected the impact of the Bank's liguidity manogement
operations. Accordingly, the monthly weighted average Inter-bank Call and
COpen Buy Back (OBB) rates rose to 1687 and 1537 per cent in June 2021 from
1275 and 1418 per cent in May 2021, respectively.

The Committee noted the weak pedformance of the eqguities market despite the
recent increasing paftronage by domestic investors. The Al-S3hare Index (ASl)
decreased by 1.28 per cent to 37,947 .18 on July 14, 2021, fromn 38.437.88 on May
31, 2021. Similarly, Market Capitalization (MZ) decreased by 1.30 per cent to
N19.77 trillion on July 14, 2021, from N20.03 trllion on May 31, 2021.

The MPC noted that the Capital Adequacy REatio [CAR) and the Liguidity Ratio
(LR] both remained above their prudential limits at 155 and 41.3 per cent,
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respectively. The Mon-Performing Loans ratio (MPLs) at 3.70 per cent in June 2021
showed progressive improvement, compared with 6.4 per cent in June 2020. The
Committee, however, urged the Bank to sustain its tight prudential regime o
bring Mon-Performing Loans (MPLs) below the 50 per cent prudential

benchmark.

The Committee noted the marginal increase in the external reserves which rose
to $33.83 billicn on 22 July 2021 from US$32.78 billion as at 30% June 2021.

Outlock

The overall outlook for both the global and domesfic economies, remain
clouded with downside nisks despite the upbeat forecast for o speedy recovery.
These nsks include lingerng uncertainfies sumounding the path to the
termination of the Pandemic, as new and deadlier strains of the virus continue
to pose a significant threat to the efficacy of the COVID-19 vaccines. In
addition, the uneven access to the vaccines across the globe s undermining

the realzation of the current forecast.

Capital flows to emerging market economies, remain uncertain as the pace of
price development in the advanced economies pick up. While the US Federal
Reserve Bank and other major central banks have given indications that the
current nse in inflation i fransitory, and may not require policy adjustment,
inflation is confronted with a significant upside nsk. This may result in an early
return to monetary policy normalization, with adverse consequences for

financial system stability.

Available data and forecasts for key macroeconomic varnakbles for the Migenan
economy suggest a broad improvement for the rest of the year. This is hinged
on continued progress with the containment of the Pandemic, as well as

ongoing monetary and fiscal support. As a result, the Migenan economy is
forecast to grow in 2021 by 3.15 per cent (CBM), 3.0 per cent (FGM) and 2.5 per
cent (IMF).
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The Committes’'s Considerations

The Committes noted the gradual recovery in output groweth following positive
growth in the first guarter and improving PRI in subseqguent months, expressing
confidence that the second quarter output result will show  further

improvemenit.

The MPC carefully accessed the options confronting it in the short to medium
term, analysing the downside risks to growth and uvpside nsks to inflation. It
commended the continued effort by both the monetary and fiscal authonties
as well as public health agencies in stermming the Pandemic and its impact,
thus, retuming the economy to a path of recovery. While the economy has
been gradually recpening, Members noted that the Pandemic was far from
over and therefore continued to hinder the recovery. It thus, urged the

Presidential Task Force on COVID-19 to intensify efforts towards procurement of

more vaccines to ensure that herd immunity is achieved in Migerna.

The MPC was concemed about the broad level of insecurty across the country,
noting its impact on business confidence and overall economic activities. |t
noted the perisfing insecurty in key commodity producing areas and urged
the Federal Government to  intensify secunty surveillance in farming
communities to ensure unintemupted farming activities. Committee members
expressed optimismn about the likely moderating impact of the forthcoming
harvests on food prices, as this would contribute o the ongoing broad
reduction in headline inflation. The CBN will continue to release maize from ifs
strategic maize reserve directly to feed-millers as part of its strategic response

to address rising food prices and moderate the price of maze across the

country.

Mermbers further noted the contnbution of poor infrastructure to Asing dormestic
prce |levels, re-iterating their coll to the Federal Government to prioritize
investment in pubklic infrastructure such as iImproved transportation networks,

power supply and telecommunication facilities. Funding for such projects, the
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Committee noted, could be sourced through Public-Private-Parnemships, as
well as the ssuance of diaspora bonds. it emphasized the complementary role
these bonds would play to boost foreign exchange supply, improving accretion

to reserves and easing the exchange rate pressure.

Motwithstanding, the moderate declne in market indices, the Committes
noted that the eqguities market remained in a good place, indicating sustained

investor confidence in the Nigernan economy.

The MPC applauded the continued resilience of the banking system in the face
of severe shocks to both the domestic and global economies. Members noted
Management's effort in maintaining a reasonably low level of non-performing
loans ratio, even though aggregate credit moderated slightly. The Committee
encourages Migenan banks fo extend more credit to consumer and firms to
enhance consumption and production activities necessary to strengthen the

recovery.

Committee members noted the pemistent reduction in remittance of il
revenue to the Consoclidated Revenue Fund, stermming largely from nsing levels
of cost underrecovery and other obligations, particulary to Joint Venture
Contracts. The Committee thus, urged the Government to continue to explore
additional sources of non-cil revernue, as this would reduce the over

dependence on a single revenue source.

Members applavded the efforts by the Federal Government to encourage the
use of gas in motor vehicles and the payment for conversion of 1 million
Premium Motor Spirt (PMS)-dnven vehicles to gas-driven, to reduce overall cost
of PMS consumption. The Committee encouraged the participation of pavate
sector inifiatives to develop and expand modular refinernes while it frowns at

cross-border smuggling of PMS.

The Committee ako noted the increased contribution of the non-cil sector to

Zovemnmment revenue in recent times which reflected the gradual diversification
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of the economy and reduce reliance on crude ol export proceseds and called

for increased support for the non-oil sector in the country.

Owerall, Members were confident that the Bank was taking the nght steps
toward the restoration of macroeconomic stability, while noting the downside

risks to growth and the upside risks to price developments.

The Committee’'s Decision

At this mesting, the MPC was delighted that inflation had begun fo frend
dowrwards, while coutput growth had remained positive. Committee, howewver,
wias of the opinion that there was a need to continue to put In place policy
measures that will further and faster drve down inflation, while at the same time
accelerate output growth to levels above population growth rate. Whereas,
the arsenal at its disposal had almost become fully exhawsted, MPC believe
that there & the need to continue to use those fools that hod been adopted so
far, even in a more aggressive manner. MPC, therefore, encourage the Bank to
continue using its existing administrative methods to rein-n inflation by the use
of its discretionary CRERE policy to mop-up liguidity from the banking system as

the need arises.

The Committes also encouraged the Bank to continue the use of its intervention
mechanism to deploy funds to output-stimulating and employment-generating
sectors of the economy, such oz, the Targeted Credit Focility, AGSMEIS,

Agriculiure and Manufacturing.

In the Committee’s view, the current situation, neither gives room for fightening,
as this will hurt cutput growth, nor, loosening, as this will exacerbate inflationary

pPreEssures.

On tightening, MPC feek that wher=sas this will imit excess liguidity availakle to
attack the foreign exchange market, it nevertheless feels that tightening waill
reduce monsy supply and thus, inhibits the ability of Deposit Money Banks
(DMBs) to create credit that is needed to stimulate manufactunng output which

could also help to moderate prces.

70



On loosening, whereas MPC feek thiz should transmit into lower market inferest
rates which could improve the akbility of cbligors to repay theirloans and reduce
MPLs, it nevertheless feels loosening would not only exacerbate inflationary
pressure, but this would increasse negative real rate of return aond discourage

investrments in the domestic economy.

Based on the above considerations, the MPC made the decision to hold all
policy parameters constant; believing that a hold stance will enakle the
continued pemeation of current policy measures in supporting the recorded

growth recovery and macro-economic stakbiliby.

The Committee thus decided by o unanimous vote to retain the Monetary

Policy Rate [(MPRE] at 11.5 per cent.

In summary, the MPC voted to:

|. Retain the MPFR at 11.5 per cent;

Il. Retain the asymmetnc comdor of +100/-700 basis points around the MPR;
lll. Retain the CER ot 27.5 per cent; and

V. Retain the Liguidity Ratio at 30 per cent.

Thank you.

Godwin I. Emefiele

GZovernor, Central Bank of Nigeria

27th July 2021
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CENTRAL BANK OF NIGERIA COMMUNIQUE NO. 136 OF THE
MONETARY POLICY COMMITIEE MEETING HELD ON
MONDAY 24" AND TUESDAY 25t MAY 2021

The Monetary Policy Committee (MPC) met on the 24t and
25t of May 2021 as the global economy gradually emerges
from the six-quarfer long COVID-19 pandemic with
ingering uncertainties. The recovery is on account of
widespread vaccinations, easing of restrictions, recpening
of economies and gradual return fo international travels.
India and Brazil however continue to battle high levels of
infections and fatalities resulting from mutating strains of
the virus. In the domestic environment, the economy is
expected to remain on the current trajectory of recovery
in 2021, mirroring the cautious optimistic tfrend in global
output  recovery. The Committee reviewed the
developments in the global and domestic economic and
financial environments in the second quarter of 2021 and

the outlook for the rest of the year.
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Ten (10) members of the Committee were present at this

meeting.

Global Economic Developments

The Committee noted that while the vaccination against
COVID-1? is drastically reducing fatalities across several
economies, the recovery remains vneven and is filted
against developing economies compared with the
developed economies with better access to vaccines.
Other emerging markets economies with strong
manufacturing capabilities like China are also on the verge
of full recovery.

Accordingly, the International Monetary Fund (IMF) revised
global output growth for 2021 to 6.0 per cent. This
represents an uvpward revision of 0.5 percentage point,
compared with the earier projection of 5.5 per cent. The
projection is, however, dependent on the efficient
deployment of COVID-1? vaccines and sustained policy
support across economies to sfrengthen the recovery of

global output growth.

Prices, however, are expected to rise globally due to the

massive monetary and fiscal injections in several countries
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to mitigate the impact of the Pandemic. The MPC noted
the gradual recovery of prices, especially amongst some
developed economies as inflation confinued a steady
movement towards the long-term objective of their central
banks. It is expected that inflation may breach the long-
term objective of several central banks in the medium-
term, as economic activities continue to recover with more
people being vaccinated. In several Emerging Market and
Developing Economies (EMDEs), inflation has remained
relatively high, with some economies confronted with
significantly higher inflationary pressures than ofhers,
because of legacy structural issues, capital flow reversals

and unabating exchange rate pressures.

The prevailing conditions in the global financial markets
remained relatively stable, as central banks sustain
monetary accommodation. There are, however, growing
indications that monetary policy normalization may
commence amongst some key central banks by the fourth
quarter of 2021. The timing and pace of this normalization
must, however, be carefully managed to mitigate the risk

of a financial crisis post-Pandemic.
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Domestic Economic Developments
Available output data from the National Bureau of Statfistics

(NBS) showed that real Gross Domestic Product [GDPF)
grew by 0.51 per centin the first quarter of 2021, compared
with 0.11 and -3.62 per cent in Q4 2020 and Q3 2020,
respectively. Real GDF was driven largely by the non-oil
sector, which grew by 0.79 per cent in Q1 2021 compared
with 1.69 and -2.51 per cent in Q4 2020 and Q3 2020,
respectively. The major drivers of the non-oil GDP were
Agriculture and Industry with sectoral growth rates of 2.28
and 3.05 per cent, respectively in Q1 2021. Whereas
Agriculiure declined by 1.14 percentage points from 3.42
per cent in Q4 2020, Industry, supported by growth in
Manufacturing and Construction, grew by 3.30
percentage points from -0.25 per cent in Q4 2020. The
sectoral confribution of Services to GDP, however,
contracted from 1.31 per cent in Q4 2020 to -0.39 per cent
in Q1 2021. The <il sector, contracted by -2.21 per cent in
Q@1 2021, from -19.76 and -13.89 per cent recorded in Q4
2020 and Q3 2020, respectively. The weak performance in
the oil sector is largely aftibutable to the decline in
production, in compliance with the OPEC+ production cut

agreement.
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The Committee noted the marginal growth in the
Manufacturing Purchasing Managers’' Index (PMI) to 49.0
index points in April 2021 from 48.8 index points in March
2021. This increase is a lead indicator of recovery of output
growth following the easing of restrictions to curtail the
spread of the Fandemic. The Non-manufacturing PMI,
however, declined marginally to 47.3 index points in April
2021, compared with 4/.%9 index points in March 2021.

The employment level component of the manufacturing
and non-manufacturing PMIs rose moderately in April 2021
to 46.5 and 48.2 index points from 45.9 and 4/.7 index points
in March 2021, respectively.

The Committee noted the moderate decline in headline
inflation (year-on-year) to 18.12 per cent in April 2021 from
18.17 per cent in March 2021, following nineteen
consecutive months of confinuous rise. The decrease was
driven by a marginal slowdown in food inflation to 22.72 per
centin April 2021 from 22.95 per cent in the previous month,
This was partly attributed to the Bank's massive

intferventions in various sectors of the economy to stimulate
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aggregate demand and boost production, particularly for
Small and Medium Scale Enterprises. The MPC, however,
noted that headline inflation remained well above the
ceiling of the Bank's 69 per cent inflation comridor as a
result of a combination of factors, including: the
heightened security tensions in the country and
deteriorating public infrastructure. As a result, the Bank
expressed ifs support to the Federal Government's
commitment to tackle insecurity as this will improve the
business environment and encourage economic activities

to reduce inflation.

The MPC was also mindful of the impact of exchange rate
pressures resulting from capital flow reversals associated
with the COVID-19 shock, as investors sought for safe
havens. It, however, applauded extant measures by the
Bank in ensuring both liquidity and stability in the Foreign
Exchange market as well as moderating the exchange

rate pass-through to inflation.

On the performance of monetary aggregates, the
Committee noted that broad money supply (M3) grew by
1.15 per cent in April 2021, compared with 0.04 per cent in
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March 2021. This development was largely driven by
growth in Net Domestic Assets (NDA), while Net Foreign
Assets [NFA) contracted. The growthin Net Domestic Assets
reflects the growth in aggregate credit supported by the
ongoing broad based monetary and fiscal stimulus.
Accordingly, gross banking sector credit at end-March
2021 stood at N23.53 frilion compared with N22.48 frillion at
end-December 2020. This represents an increase of NO.85
frillion (year-to-date), of which commercial & merchant
banks disbursed (NO.66 trillion), microfinance banks (NO.13
trillion), development finance institutions (N0.05 frillion), and
primary mortgage banks and finance companies (NO.OI

trillion).

The liquidity condition in the banking system in the review
period was determined by several factors including; fiscal
disbursements and withdrawals by states and local
governments, periodic CRR debits, foreign exchange
intferventions, Open Market Operations, and maturing CBN
bills, the net effect of which imposed liquidity constraints on

the banking system.
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The Committee noted the moderate decline in the equities
market (year fo date) as the Al-Share Index [AS)
decreased by 1.97 per cent to 38,287.58 on May 24, 2021
from 39,045.13 on March 30, 2021. Similarly, Market
Capitalization (MC) decreased by 4.30 per cent to N19.94
frillion on May 24, 2021 from N20.82 frillion on February 26,
2021.

The MPC noted that the Capital Adequacy Ratio (CAR)
and the Liquidity Ratio (LR) both remained above their
prudential limits at 15.8 and 38.9 per cent, respectively. The
Non-Performing Loans (NFLs) at 5.89 per cent in April 2021,
showed progressive improvement compared with 6.6 per
cent in April 2020. The MPC, however, urged the Bank to
sustain ifs tight prudential regime to further reduce the level

of Non-Performing Loans in the industry.

The Committee noted the external reserves declined
marginally to US$34.17 bilion as at May 21, 2021, from
1US$34.29 billion as at end-April 2021. This reflects sales to the

foreign exchange market and third-party payments.

QOutlook
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The optimism for medium-term macroeconomic recovery
in both the global and domestic economies is slow, but
steadily growing, even as some level of uncertainty are sfill
present. This is due to the unabating COVID-19 pandemic
in some countries such as India and Brazil caused by
mutation of the virus info more fatal strains. In addition, the
recovery is uneven and seem to be more tilted towards
countries that have high vaccination rate than those less
vaccinated or that are still suffering from the effects of
more fatal strain of COVID-19 disease. As conditions
improve however, central banks of Advanced Economies
are beginning to signal the possible shift to monetary policy

normalization by the fourth quarter of 2021.

Available data and forecasts for key macroeconomic
variables for the Nigerian economy, suggest that output
growth will continue to recover for the rest of 2021. This is
premised on the confinued support for agriculfure fo
improve food supply, reduce inflation and improve
employment. Others include efforts of both the monetary
and fiscal authorities to improve infrastructure challenges

in the country. The forecast for the Nigerian economy for
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2021 is, thus, strong domestic push to support recovery

particularly to ensure an end to insecurity in the country.

Consequently, as the productive capacity of the economy
improves and the supply chain fully restored, we expect
inflationary pressure to ease further, as the supply of goods

and services offset demand.

The Committee’s Considerations
At this meeting, the MPC recognized that the twin

problems confronting the Nigerian Economy that must be

addressed relates to stagflation, reflected in rising inflation

with simultaneous contraction in output.

Committee further recognized that the strategies put in
place to rein in inflation through the use of series of
administrative measures by the Bank to confrol money
supply through liquidity mop up in the banking industry had
started to yield results. It also recognized that measures put
in place to stimulate ocutput growth through the use of s
intervention facilities to inject liquidity info employment
generating and output stimulating initiatives like the

Anchor Borrower Program, Targeted Credit Facility and
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Agr-Business Small and Medium Enterprise Investment
Scheme [AGSMEIS) had started to yield results.

In the view of the MPC, although the economy had
successfully exited the recession, the recovery was very
fragile given that the GDF of 0.51 per cent was still far
below populafion growth rate. Committee therefore was
of the view that, there is a strong need for the Monetary
Authorifies fo consolidate on all administrative measures
taken not only to rein in inflation, but also on the actions so

far taken to grow output.

In the Committee’s view, such measures should include
boosting consumption and investments, as well as
diversifying the base of the economy through FX restrictions
for the importation of goods and food products that can
be produced in Nigeria. It also urged the Bank to continue
fo put in place measures that will boost export earnings.
On consumption and investment, MPC noted that the
infervention facilities under the Anchor Borrowers was
Né31.4 billion granted to 3,107,949 small holder farmers
cultivating 3.8 million of land hectares; for the AGSMES,
N111.7 bilion to 29,026 beneficiaries; and for the Targeted

82



Credit Facility, N253.4 bilion fto 548,345 beneficiaries -
comprising 470,969 households and 77,376 SMEs.

Notwithstanding that all these have helped in boosting
output, the Bank should contfinue to aggressively increase
its inferventions in these subsectors, including agricultural
processing and manufacturing. Under the National Youth
Investment Fund, N2.04 billion was disbursed to 7,057
beneficiaries, of which 4,411 were individuals and 2,646
were SMEs. Under the Creative Industry Financing Initiative,
the CBN has disbursed MN3.19 billion to 341 beneficiaries
across movie production, movie distribution, music and

software development.

Under the N1 ftrillion Real Sector Intervention, N8546.3 billion
had been disbursed for 233 real sector projects, of which
77 are in light manufacturing, 36 in agro-based industry, 30
in services and 11 in mining. Under the NI00 billion
Healthcare Support Infervention fund, N?97.4 billion has
been disbursed for 1 health care projects, of which 26 are
pharmaceutfical and 65 hospital services. Also, N232.5
million has been disbursed to 5 beneficiaries under the CBN
Health Care Grant for Research on Covid-19 and Lassa

Fever. Under the Natfional Mass Metering program, N35.9
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billion has been disbursed to 9 DisCos for the acquisition of
656,752 electricity meters. Under the Nigerian Electricity
Stabilization Facility 2 (NEMSF-2), N93.8 billion has also been
disbursed to 11 DisCos.

The Committee members applavded Government’s
efforts in combating the headwinds imposed by the
Fandemic and urged that going forward, Government
should avoid an entire nafionwide lockdown like was
experienced in 2020, as this will reverse the wholesome
gains jointly achieved between the Government and the

Central Bank in response to the cutbreak of the Pandemic.

The MPC carefully assessed the options on direction of
policy in the short to medivm term. It re-appraised cument
measures by the Government to purchase COVID-1%
vaccines and the general preparedness of relevant public
health agencies to guard against the spread of the
mutating strains of the wvirus. To this end, the Committee
noted the appropriate steps taken by the Government to
ensure that up to 70 per cent of the populace get
vaccinated to drastically drive down the infection rate in

the country and hence, sustain economic activities.
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The Committee noted the persisting security crisis,
especially in major food producing regions of the country
and the severe toll on food supply and prices. It noted that
inflation had moderated marginally due to the unrelenting
effort of the Bank in supporting agriculture to boost food
supply and prices. The Committee, thus, re-iterated ifs call
to the Government to intensify effort towards addressing
the security sifuation in the couniry to ease supply
bottlenecks and bring down food prices. The MPC further
noted Government’'s commitment towards investing in
public infrastructure despite constrained fiscal position and
urged a continued focus on this objective, while exploring
the opftion of effective partnership with the private sector,
as improved road networks, telecommunications and
power supply will greafly and proactively impact the
supply chain and moderate price increments. It further
noted the need for collaboration with Nigeria's huge
diaspora, through the issuance of diaspora bonds targeted
at specific infrastructure projects. Even as the Committee
noted that the public debt stock was currently high, it was
of the view that project specific diaspora bond issues could

conveniently pay itself back without imposing a burden on
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Government finances. It noted the complementary role
this would play in boosting foreign exchange supply,
accretion to reserves and easing of the cumrent exchange

rate pressure.

The Committee noted that the equities market remained
stable, an indication of investor confidence in the Nigerian
economy in the medium-term. The MPC thus urged the
Bank to maintain its collaboration with the fiscal authority
to improve the investment climate towards attracting

sustainable Foreign Direct Investment (FDI).

With the developments in the Banking system, the
Committee applavded the efforts of the CBN in ensuring a
reasonably low level and steady reductfion in Non-
Ferforming Loans (MNFLs), even as aggregate credif
contfinued to expand through the crisis period. While NFLs
remained marginally above the Bank's regulatory
threshold, members noted that it was in line with the curmrent
state of macroeconomic imbalances occasioned by the

Fandemic.

The Commitiee’s Decision
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The recent developments in the domestic economy
presented two broad options to the MPC, which were to
either aggressively address the high inflationary pressure or
continue to pursue measures adimed at supporting the

recovery.

Whereas the Committee remained overwhelmingly
committed to supporting the efforts of the Federal
Government in ensuring full restoration of the productive
capacity of the economy, members remained much more
focused towards achieving price stability in the short to
medium-term. The MPC noted that economic growth
could be hampered in an environment of unstable prices.
To this end, the choice therefore was between loosening
the stance of policy to ease credit further or tighten fo
moderate price development or maintain a hold stance in
order to allow previous policy measures continue to
permeate the economy while observing global and

domestic developments.

The Committee noted that an expansionary stance of
policy could tfransmit to reduced pricing of the loan

portfolios of Deposit Money Banks and result, therefore, in
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cheaper credit to the real sector of the economy. On the
converse, this expected transmission may be constrained

by persisting security challenges and infrastructural deficits.

On the other hand, while a contractionary stance will only
address the monetary component of price development,
supply side constraints such as the security crisis and
infrastructural deficits can only be addressed by policies
outside the purview of the Central Bank. A tight stance in
the view of members, will also hamper the Bank's
objectives of providing low cost credit to households, Micro
Small and Medium Enterprises (MSMEs), Agriculture, and
other output growth and employment stimulating sectors

of the economy.

Based on the above considerations, the MPC made the
decision to hold all policy parameters constant.

The Committee thus decided by a unanimous vote to
retain the Monetary Policy Rate (MPR).

In summary, the MPC voted to:

. Retain the MPR at 11.5 per cent;

Il. Retain the asymmetric comidor of +100/-700 basis points
around the MPR;
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lll. Retain the CER at 27.5 per cent; and
IV. Retain the Liquidity Ratio at 30 per cent.

Thank you.

Godwin |. Emefiele

Governor, Central Bank of Nigeria
25th May 2021
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CENTRAL BANK OF NIGERIA COMMUNIGUE NO. 135 OF THE MONETARY POLICY
COMMITTEE MEETING HELD ON MONDAY 2280 AND TUESDAY 23R0 MARCH 2021

The Monetary Policy Committee (MPC) met on the 220 and 239 of March 2021
confronted with downside nsks to the optimism for significant improverment in
global output recovery in 2021, The nsks stem largely from the uncertainty
sumounding the efficacy of the COVID-17 vaccines in surmounting the new
vanants of the novel coronavires, as well as spesedy deplovment of the
vaccines across the globe. In the domestic economy, the exit from recession
in the fourth gquarter of 2020 orought about a renewed hope for full recoverny
in 2021, notwithstanding the obwvious downside rsks to the entire global
economy. The Committee appraised the developments in both the global and
domestic economic and financial environments in the fist guarter of 2021 and

the outlook for the rest of the year.
Mine (7] members of the Committes were in attendance.

Global Economic Developments

The Committes noted that while vaccination against COVID-19 had gained
significant grounds in major advanced economies, some emerging market
and developing economies were yet fo commence any form of vaccination.
This development pordends an uneven recovery to global growth, as bamers
to trade and the global supply chain are likely to remain in place much longer
than antficipated to prevent re-infection in counfries that have achieved
significant vaccinaton and some form of herd immunity. The growing concems
amsociated with the efficacy of these vaccines, especially in the face of new
vanants of the virus, however, poses a significant threat to the overall recovery

of the global economy. The broad direction of the expected rebound in global
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output recovery, thersfore, wvanes across counties depending on the

headwinds confronting individual economies.

Conzseguently, the Intermational Monetary Fund {IMF) projects a growth rate of
4.3 per cent for the advanced economies and 4.3 per cent for the emerging
and developing economies, with a global growth rate of 5.5 per cent in 2021.
The downside nsks fo this projection are associated wath concemns that the
existing vaccines: being deployved may not effectively subdue the new and
existing vanants of the virus and thus, restrictions may remain in place which

may hamper the speed of the expected recovery globally.

Prce developments across major advanced economies remain subdued
alongside the expectation that output gaps will remain negative into the
medium ferm. In the Emerging Market and Developing Economies (EMDEs),
price development was, on average, mixed, with some economies recording
inflation rates that were significantly higher than those seen in the Advanced
Economies. This was mostly due to continued capital outflows, poor accretion
to reserves and exchangs rate depreciation, which has a pass-through =ffect

to domestic prces.

In the global financial markets, conditions remain relatively stakle, as central
banks continue to maintain expansionary monetary policy and szeable
simulus packages. The huge level of monetary and fiscal injections may
heighten the nsk of finoncial instability, especially when central banks

commence adjustment of policy rates.

Domestic Economic Developments

Real Gross Domestic Product (GDP), according to the Mational Bureau of
Statistics (MB5), recorded a growth rate of 0.11 per cent (year-on-year) in the
fourth quarter of 2020, in contrast to -3.42 per cent in Q3 2020 and 2.55 percent
in the comesponding penod of 2019. The Q4 2020 performance, was a sharp
rebound in contrast to the two previous quarters of negative growth (-3.62 per
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cent in the third gquarter and -4.10 per cent in the ssecond quarer]. The
improved peformance was driven by the non-oil sector, which grew by 169
per cent in G4 2020 from -2.531 and -405 per cent in G323 and Q@2 2020,
respectively. The major dnvers were GQuarrying and Other Minenals, which grew
by 48 42 per cent and the ICT subsector, which grew by 17.864 per cent. The ail
sector, however, contracted further by -19.76 per cent in Q4 2020, from -13.89
and -5.63 per cent in @3 and @2 2020, respectively. This was attriouted largehy
ta the decrease in oil production in compliance with the OFEC+ production

cut agresement.

The Committee noted the moderation in the Manufactunng, and MNon-
manufacturing Purchasing Maonoagers' Indices [PMI), which, however,
remained below the 30 index points in February 2021, but improved to 48.70
index points apiece, compared with 442 and 43.3 index points, respectively,
in January 2021. The GDP growth in the fourth guarter of 2020 and expected
recovery inm @1 2021, were signposted by this observed improvement in the

PMs.

The employment level index component of the manufaoctunng and non-
manufactuAng Phlls also improved moderately in February 2021 to 45.6 and
480 index points, compared with 442 and 45.0 index points, respectively, in
the previous month. The Committes, however, expressed some oplimizm that
the legacy growth headwinds, attnbuted largehy to the resurgence in infection
rate of COVID-17 pandemic, may likely recedes in the shod-to-medivm ferm,
as the successful deployment of the COVID-19 vaccines and the vanous

stimulus packages to revamp the domestic economy are sustained.

The Committee noted with concems the continued uplick in inflationary
pressure for the eighteenth-consecutive month, as headline inflation (year-on-
vear] continued on an upward trend, fo 17.33 per cent ot end-Februarny 2021
from 16.47F per cent in Januarny 2021. This increase continued fo be attriouted

to the increase in both the food and core components of inflation which rose
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to 21.7% and 12.38 per cent in Febroary 2021, respectively, from 20,57 and 11.85
per cent in Januvary 2021. This persisting vuptick in food inflation, however, was
the major driving factor to the uptick in headline inflation. This was due to the
worsening secunty situafion in many parts of the country, particulary, the food
producing areas, where farmers face freqguent attacks by herdsmmen and
bandits in their farms. While the Bank iz intervening significantly in the
agrcultural sector, the nsing insecurnty in some food producing areas, s imiting
the expected outcomes in terms of supply to the market, thus contributing to
the Asze in food pAces. The Committee further noted that the key drivers of the
increase in core inflation included, the hike in the price of Premium Motor Spint
(PMAS), vpward adjustment in electncity tanffs and the depreciation of the

domestic currency [naira).

The Committee observed that broad money supphly (M3) grew marginally by
0.30 per cent in February 2021, following a substantial growth of 1.3.594 per cent
in Decemiber 2020, This was dnven largely by the contraction in Met Foreign
Assets [MFA). The Committes also noted that Met Domestic Assets (NDA] grew
bov 3.02 per cent in February 2021, from 2.22 per cent in Decemiber 2020.

Provisional data showed that banking system credit to the economy increased
by 1.75 per cent to MN43_47 trllion in February 2021 from N42.92 trillion in Janwary
2021, reflecting the ongoing broad-based monetary and fiscal stimulus fo
vanous sectors of the economy. The Committee thus, enjoined the Bark to
maintain its current drive fo improve access to credit to the private sector,
while explonng other inifiatives with the fiscal authonties to improve funding to

cntical sectors of the economiy.

Conscious of the permisting inflationary pressure fuelled largely by continued
uptick in food prces, the Committee noted the Bank's inferventions to boost
food production particularly throwgh its vanous Agncultural programmes. Other
complementary measures included, increasse in dsobursement for the dry
season agrncultural programme to increase output, the adoption of high yvield

seeds to improve productivity and the adoption of harvested produce as a
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means of loan repayment, which has stermmed hoarding and the activities of
middlemen and rent seskers. The establishment of the strategic grain reserves
for staple crops has abo helped in addressing seasonality of agrcultural

commodities.

In terms of funding, the Committee noted that the Bank has disbursed funds
under its vanous agncocultural interventions towards improving food supphy in
Migeira. The Committee noted the disburserment of 8107 .40 bilion to 545,107
famners cultivating 703,419 hectares of land between Q4 2020 and Q1 2021 to
boost dry season output in support of agncultural value chain development.
Total disbursements as ot end-February 2021 amounted to &1.487 trllion under
the wvarous agricultural programmes, of which N&846.5% billion was disbursed
under the Commercial Agricultural Credit Schemes [CACS) and #8401.735 bilion
under the Anchor Bomrowers Programmes [ABP) to 3,038,447 farmers to support

food supply and dampen inflationary pressures.

Under the Targeted Credit Facility, the Bank has disbursed MN218.14 billion to
475,378 beneficiaries, of which 34 per cent of beneficiares are SMEs. Under
AGSMEIS, N111.42 billion has been disbursed to 28,9461 beneficianes, 70 percent
of which are in the agncultural sector. Under the Creative Industry Financing
Initiatives mainly targeted at yvouths, M3.19 bilion has been disbursed to 341

beneficianes, of which 53 percent is to the movie industry.

Under the MNational Mass Metenng Programme, M33.42 billion has been
dizsburzed to 7 distribution companies for the procurement of 805,852 meters,
while M89.8%7 bilion has been disbursed under the Migerna Blectricity Market
Stabilization Facility [MEMSF 2] o 11 distnbution companies to improve the

electricity supply industry in Migena.

Under the N100 bilion Health Care intervention Fund, the Bank has disbursed
M?4.24 bilion, and iz willing to expand the faciity, to 85 proects in the
pharmaceutical industry, hospitals and State governments for both brown field

and green field projects, mosthy o expand phamaceutical drug lines, acquire
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MEl and other equipment and upgrade laboratories and other hospital

SErVICes.

Under the N1.0 trlion Manufacturng Intervention Stimulus, the total of NB03.34
billion has been disbursed to 228 projects across vanous sectors in agro-allied,

rining, steel production and pockaging industnes, amongst others.

The monthly weighted average Inter-bank call and Open Buy Back (OBB) rates
fell to 1.80 and 1.50 per cent in February 2021 from 3.50 and 2.30 per cent in
January 2020, respectively, reflecting the confinued liguidity surfeit in the

banking system.

The Committes noted the weak peformmance in the eguities maorket despite
the recent increased patronage by domestic investors. The All-Share Index
(A5l and Market Capitalization (MC) continued to decline due to portfolic
switching from equities to fiked income secunties, reflecting the perception of

improved yields at the long end of the yield curve.

All-Share Index (ASl]) decreased by 1.17 per cent to 3779787 points on
February 24, 2021 from 4027072 on December 31, 2020, Similardy, Market
Capitalization [MC] fell oy 1.11 per cent to N20.82 trllion on Februarny 24, 2021
fromn M21 .06 trlion on December 31, 2020. This was attributed largely to investor
gell-off, which confinued to cause price depreciation of lange and medium

capitalized stocks.

The MPC noted the performmance of the Anancial Soundness Indicators (Fils) of
the DMBs which showed a Capital Adeguacy Fatio [CTAR] of 152 per cent,
Mon-Perdormming Loans {MPL) ratio of 8.3 per cent and Liguidity Ratio (LR) of 40.5
per cent, as at February 2020. On non-performing loans (MPLs), the MPC noted
that the ratio remained above the prudental benchmark of 5.0 per cent and
urged the Bank to sustain its regulatory measures fo brng it below the

pruodential benchmark.

The Committes noted with satisfaction the improvement in the level of external

reserves, which stood at US534.44 bilion ot end-February 2021, compared with
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US$34.94 bilicn ot end-Januvary 2021. This reflects the recent upsurge in crude
ol prices on the bockdrop of the renewed optimism on the successful

deployment of COVID-17 vaccines across the globe.
Outlook

The medivm-term outloock for both the domestic aond global economies
indicates cautious optimism. This s premised on the expectation of sustained
policy support and successful deployment of the COVID-1%7 vaccines around

the globe and its effectiveness in ensunng herd irmmmunity.

Available dota and forecasts for key macroeconomic varnables for the
Migernan economy suggest further rebound in output growth for the rest of
2021. This 5 predicated on the sustained, as well as additional inferventions by
the monestary and fiscal authornties to keep up the recovery momentum in the
economy, favourable upsurge In crude oill prices, foreign exchange market
stability and successful deployment of the new COVID-17 vaccines that could
further stimulate economic activiies and ultiimately boost output growth.
Siven the potentfial rebound in output growth, bolstered by the resumption of
economic activities post COVID-12, inflationary pressure in the economy is
projected to moderate in shot-to-mediom temn. The underdying nsks of the
efficacy of the COVID-1% vaccines against known and newly emerging strains
of the wirus, the vncerainty that the exsting vaccines could lead to herd
immunity and unegual access to COVID-1% vaccine, however, are some of the

headwinds that could undemine this forecast.

The Committee’s Considerations

The Committes noted the moderate recovery in output growth in the fourth
quarter of 2020, associated mainly to the positve impacts of the several
monetary and fiscal measures implemented to reflate the economy, following
the negaotive consseguences of the Covid-17 pondemic. This, in the
Committee's consideration, provides an opportunity for further consolidation

as most projections suggest substantial recovery In several economises across
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the globe. However, the Committee was not ablivious of the downside nisks to
the brood outlook for recovery in 2021, as efforts to achieve herd immunity

continued to face significant headwinds.

The Committes welcomed the cumrent efforts by the government and other
support agencies in procurng vaccines and thus, urged the quick and efficient
deployment of the vaccines to support ongoing monetary and fiscal stimulus

toweards full recovery of the economy in 2021 and into 2022,

bMembers expressed concermns about the unabated fAsing frend of domestic
prices and re-emphasized the exigency for monetary and fiscal policy
collaboration to finance productive ventures, improve aggregate supply and

push down prces.

The MPC reiterated its concems on the activities of peron: and groups causing
security challenges in the food producing areas of the country, as this has
contnbuted to the maojor uptick in food prices across the country. The
Cormmittee, thus called for a collaborative and coordinated efforts oy all the
relevarnt agencies and stakeholders towards addressing the prevailing
insecunty issues and social challenges. The Committee alo called on the
government to explore the option of effective partneship with the private
gector to improve funding sources necessary to oddress the huge

infrastructural financing deficit.

Considering the foregoing, the MPC noted that fiscal headroom remained
constrained and fragile, following the twin shocks of the pandemic and oil

price volatility and the continued build-up of public debt.

The MPC noted the Bank's innovative efforts towards maintaining exchange
rate stability. It also impressed on the Management to remain focused on its
drive to increase accretion to reserves, especially in its recent Incentives to

attract dicspora remittances into the country.

The Committee welcomed the relative strengthening of the money market

compared from its position at the end of the lockdown. Mindful of the nsks
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confronting the economy, it emphasizsed the need for the fiscal authonty to
improve the investment climate towards attracting sustainakle Foreign Direct

Investment (FDI).

The Committes commended the Bank for mantaining a robust regulatory
environment despite these challenging times oy ensuring that non-performing
loans (MPL) ratio & dnven down to prudential level, even as aggregate credit

continue to grow in a market confronted wath relative uncertainties.

In summary, the MPC noted the overarching need to address the twin maojor
challenges of faming the Asing inflation and sustaining growth recovery in the

economy, while focusing on the downside nsks associated with the injections.

The Committee’s Decision

At this mesting, the dilemma thaot confronted the MPC relates to whether to
continue to focus on efforts to stimulate outputs or whether to focus on reining
in inflafion, which{at 17.33 per cent) 5 almost attaining the January 2017
inflation level of 1872 per cent. MPC was also womed that the level of
unemployment must be addressed swiftly to moderate the restiveness among
the populace. Again, members were generally of the view that grven that the
exit from recession s fragile, any decision to tighten or rein-in inflation, may

reverse the fragile recovery and return the economy into recession.

In the light of the foregoing, the consensus among MPC members was that,
given that inflation is sulbstantially a supply side phenomenon, there is need to
continue to focus on consclidation o the recovery process, by talking those
actions that would continue to stimulate output growth, create employment,
but at the same time have an eye on effort o moderate the inflationary
pressure; using the curent administrative meaosures being adopted by the

Bank in contraling monetary aggregates in the banking system.

In its consideration of whether fo tighten, hold or loozen, therefore, the
Committee felt thot with inflation at a 3year high and prce stability being the

Bank's core mandate, a confractionary policy stance may be reguired to
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tame the nsing frend. It nevertheless feels that tightening will hike the cost of
capital and hamper investments required to create employment and

contfinue to boost recovery.

On the other hand, MPC thinks that whereas loosening would lower rate and
improve access to credit which will dnve investment, reduce unemployment
and stimulate aggregate demand, it feels that loosening will create excess
iguidity, which will intensify demand pressure on the foreign exchange market,

thereby leading to further depreciation in the currency.

It, therefore, feels that a hold position which encourages Management to
contfinue to use its vanous infervention mechanisms to deploy iguidity into
employment generation and output stimulating sectors of the economy would

be desirable as this would help consolidate the country’s recovery process.

The Committee, therefore, decided by a vote of 3 members to increase MPE
by 50, 75 and 30 basis points respectively, and 4 members voted to hold all

parameters constant.

In summary, the MPC voted tao:

|. Retain the MPR ot 11.5 per cent;

Il. Retain the asymmetnc comdor of +100/-700 basis points around the MPR;
lll. Retain the CRR at 27.5 per cent; and

V. Retain the Liguidity Ratio at 30 per cent.

Thank you.

Godwin |. Emefiele

zovermor, Cenfral Bank of Nigeria

234 March 2021
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CENTRAL BANK OF NIGERIA COMMUNIQUE NO. 134 OF THE
MONETARY POLICY COMMITTEE MEETING HELD ON MONDAY 25
AND TUESDAY 24t JANUARY 2021

The Monetary Policy Committee [(MPC) held its first statutory
meeting for the year 2021 on the 25" and 26" January on the
backdrop of dampened optimism for improvement in global
output recovery, associated with the resurgence of the COVID-1%2
pandemic and mild success with vaccinations across several
countries. On the domestic front, recovery is expected to progress
reasonably, following the mild contraction recorded during the
third quarter of 2020 and with fourth quarter cutput growth figures
expected to show further improvement. The Committee reviewed
the developments in the global and domestic economic and
financial environments in 2020 and the ocutlock for 2021 as well as

the risks to this outlook.
Ten [10) members of the Committee were in attendance.
Global Economic Developments

The Committee noted a better-than-expected recovery in most

economies towards the end of 2020, leading to moderation in the
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contraction of global output. It, however, cbserved that the rapid
spread of the new variant of the Coronavirus, seemingly associated
spike in fatalities and the recent re-introduction of containment
measures across several economies, may dampen the recovery in
2021, In the Advanced Economies, headwinds largely associated
with  the COVID-19 pandemic such as wvaccination-related
challenges, weak aggregate demand associated with less than full
employment in labour markets, partially functioning supply chain
networks, the rapid spread of the new variant of the Coronavirus
and a high infection rate dampened the initial rebound in

economic recovery fowards the end of 2020.

Output growth in the Emerging Market and Developing Economies
(EMDEs) remained uneven across countries. In China, output
slowed marginally in the third and fourth quarters of 2020, following
a faster-than-expected rebound in the second quarter of 2020.
Following the lull in the second quarter, India’s economy grew
sharply in the third quarter, reflecting welcome adjustment to the
stimulus measures. Accordingly, the International Monetary Fund
(IMF} estimated global growth in 2020 as a contraction of 4.4 per
cent and forecast growth in 2021 to improve to 5.2 per cent. This
forecast is however, hinged on the successful vaccination of a
significant number of people to create the much-desired herd

immunity.

On price developments, the MPC noted that inflation, in most
Advanced Economies, is likely to remain subdued in the short to

medium term as the recent rise in COVID-19? infection and mortality
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rates have resulted in sub-optimal employment and weakened
labour markets, which dampened aggregate demand across
these economies. In the EMDEs, however, inflation remains relatively
high compared with the Advanced Economies, with some
economies confronted with stronger upside risks than others, as a
result of weak accretion to reserves, persisting exchange rate
pressures, poor inflow of capital as well as longstanding structural

issues,

The MPC noted the steady build-up of systemic liquidity across the
global economy, ansing from the support by fiscal authorities and
central banks to bolster the recovery and return confidence to the
financial markets. It noted that the response to the pandemic has
heightened the risk of debt accumulation, raising concemns of debt
sustainability and vulnerability of the global economy to financial

crisis once central banks commence normalization of monetary

policy.

Domestic Economic Developments

Feal Gross Domestic Product (GDFP), according to the National
Bureau of Statistics (MBS), contracted by 3.62 per cent in Q3 2020,
compared with 6.10 per cent in Q2 2020 and a growth of 2.28 per
cent in the comesponding period of 201%. The real GDF contraction
in Q3 2020 was largely driven by the decline of 13.8% per cent in the
oil sector from 6.63 per cent in Q2 2020, The non-cil sector also
confracted by 2.51 per cent in Q3 2020, compared with 6.05 per

cent in Q2 2020, The weak performance observed in both the oil
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and non-oil sectors was largely attributed to the lag effects of the
lockdown, persisting weak global demand for crude oil and security

challenges across the country.

The MFPC noted with concem the continuing sluggish recovery in
the Manufacturing and Non-Manufacturing Purchasing Managers’
Indices [PMIs), which remained below the 50-index point
benchmark in December 2020, at 4%.6 and 45.7 index points,
respectively, compared with 30.2 and 47.6 index points during the
previous month. This weak performance was attributed to the
resurgence of the pandemic., foreign exchange pressures,
increased costs of production, general increase in prices and
decline in economic activities. Similar frend was also cbserved in
the employment level index component of the manufacturing and
non-manufacturing FPMIs, which contracted for the ninth
consecutive month in December 2020 to 46.3 and 43.1 index points,
respectively, compared with 30.2 and 44.7 index points in the
previous month. The Committee, however, noted that current
growth headwinds would likely moderate in the short fo medium
terrm, as the containment measures and the sustained
implementation of economic stimulus permeate the domestic

SCOMNOrmy.

The Committee expressed concerns on the persisting uptick in
inflationary pressure for the sixteenth consecutive month, with
headline year-on-year inflation moving further to 15.75 per cent in

December 2020 from 14.8%9 per cent in November 2020. This uptick
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was afttributed to the increase in both the food and core
components of inflation, which rose to 19.56 and 11.37 per cent in
December 2020, respectively, from 18.30 and 11.01 per cent in
NMovember 2020. This continued upsurge in food inflation was
attributed to the logistical bottlenecks, spurred by the increasing
security challenges in many parts of the country, which disrupted
food production and supply to the market. Other factors driving the
core inflation, include the recent deregulation of the downstream
sector of the oil industry, which led to hikes in the price of Fremium

Motor Spirt (PMS) and the upward adjustment in electricity tariff.

The Committee, however, noted that as output rebounds,
supported by the suites of stimulus packages by both the Federal
Government and the Central Bank, inflationary pressure would likely

begin to moderate in the near term.

On the performance of monetary aggregates, the Committee
noted the further growth in broad money supply (M3) to 10.97 per
cent in December 2020 from 3.02 per cent in November 2020,
driven largely by the growth in Net Foreign Assets. It also noted the
expansion in Net Domestic Assets (NDA) to 4.96 per cent from -0.45
per cent in the previous period. Aggregate domestic credit, also
moved further up by 13.40 per cent in December 2020, compared
with 9.48 per cent in the previous month. This was largely attributed
to the Bank's policy on Loan-to-Deposit Ratio [LDE), complemented
by its interventions in wvarious sectors of the economy.

Consequently, banking sector gross credit as at end-December
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2020 stood at N25.02 trillion compared with N24.25 frillion at the end
of November 2020, representing an increase of N774.28 billion.

Under the Bank's real sector interventions, under the Anchor
Bomrowers Programme (ABFP), N554.463 billion had been disbursed to
2,849 490 beneficiaries since the inception of the programme, of

which Né1.02 billion was allocated to 359,370 dry season farmers.

In light of the on-going synchronized efforts by the monetary and
fiscal authorities to mitigate the impact of the COVID-19 pandemic,
the Bank has committed substantial amount of money towards this
objective. Indeed, total disbursements as at January 2021
amounted to N2.0 frillion. COVID-19 Targeted Credit Facility (TCF)
meant for household and small businesses, wherein we have
disbursed N192.64 bilion to 426,016 beneficiaries. We have also
disbursed N106.96 bilion to 27,956 beneficiaries under the Agn-
Business Small and Medium Enterprises Investment Scheme
(AGSMEIS), while in the Health Care Support Intervention Facility,
we have disbursed N72.96 billion to 73 project that comprise 26
pharmaceutical projects and 47 Hospitals and Health Care Services
Project in the country. To support the provision of employment
opportunities for the Nigeran youth, the Central Bank of Nigeria
also provided financial support through the Creative Industry
Financing Initiative and Nigerian Youth Investrment Fund amounting
to N3.12 billion with 320 beneficiaries and N268 million with 395
beneficiaries, respectively. On enhancing power supply, the Bank

has so far, provided N18.58 billion for the procurement of 347,853
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electricity reading meters to Discos in support of the National Mass

Meternng Programme.

The Committee urged the Bank to sustain its cumrent drive tfo
improve access to credit to the private sector while exploring other
complementary initiatives, in collaboration with the Federal

Government, to improve funding to crtical sectors of the economy.

Dwuring the period under review, money market rates remained low,
reflecting the prevailing liguidity conditions in the banking system.
Owverall, the monthly weighted average Open Buy Back (OBB) rates
declined further from the 1.13 per cent in November 2020 to 1.0%

per cent in December 2020.

On the equities market, the Committee noted the positive
performance, particularly the sustained patronage by domestic
investors largely driven by the prevailing low yields in the money
market. The All-Share Index [ASl) increased by 1.82 per cent to
41,001.99 points as at 22m January, 2021 from 40,270.72 points on
315t December, 2020. Similary, Market Capitalization (MC) grew by
1.80 per cent to MN21.44 frlion fromm N21.06 trllion over the same
period. This improved performance was largely attributed to gains
recorded in medium and large capitalized companies, notably in

consumer goods, banking, insurance and oil and gas sectors.

The Monetary Policy Committee [MPC), however, noted the
marginal increase in the Mon-Performing Loans (MNPLs) ratic which
rose to 6.01 per cent at end-December 2020 from 5.88 per cent at

end-November 2020 and above the prudential maximum threshold
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of 5.0 per cent. While noting that this development is not
uvnexpected under the prevailing circumstances, it urged the Bank
to strengthen its macroprudential framework to bring NFLs below

the prescribed benchmark.

On the external reserves position, the Committee noted the
increase in the level of external reserves, which stood at US$34.23
billion as at 21 January, 2021 compared with U53$34.94 billion at the
end of November 2020. This reflected improvements in crude oil
prices, partial glebal economic recovery amid coptimism over the
discovery and distributions of COVID-19 wvaccines by most

developed economies.

QOutleok

Owerall, the medium-term outlock for both the domestic and global
economies continued to show improved prospects of recovery,
supported by the recent moderate uptick in crude prices and
increased optimism over the procurement and distibution of

COVID-1? vaccines.

Available data and forecasts for key macroeconomic variables for
the Migeran economy suggest further improvement in output
growth in the first gquarter of 2021. This would be supported by the
coordinated and sustained interventions of the monetary and fiscal
authorities, including the broad-based stimulus and liguidity
injections. Inflatiocnary pressure is also expected to commence

moderation as the economy’s negative ocutput gap closes.
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However, underlying uncertainties in the oil market and cument
uptick in the second wave COVID-19 infection rate may pose some

downside risks to this forecast.

The Committee’s Consziderations

The Committee noted the moderation in ocutput contraction in the
third quarter of 2020, associated with news of the discovery of
COVID-19 vaccines and rnising oil prices. The outlook for the
recovery, however, appears to be dampened by the second wave

of the pandemic considering its intensity.

In the Committee’s consideration, it noted that the COVID-19
pandemic and the necessary measures put in place by the
Governrment to forestall its public health impact, such as the
lockdown and other assocciated restrictions, contfributed to the
Migerian economy going info recession, much like almost every
other country in the world. Members thus agreed that the
Committee’s current priority remains to quicken the pace of the
recovery through sustained and targeted spending by the fiscal
authority supported by the Bank’s interventions. In this light, it was
thought necessary to increase collaboration with the fiscal
authority by providing complementary spending to finance
productive ventures in a bid to improve aggregate supply and
reduce prices. This is in addition to effectively collaborating with the
Presidential Task Force on COVID-19 through the existing private
sector Coalition against COVID-17 (CACOVID) to procure and
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distribute vaccines to fast-track the pick-up of business activities

and economic recovery.

Members reiterated the adverse impact of insecurity on food
production, siressing that the cumrent uptick in inflationary pressure
could not be solely associated to monetary factors, but due mainly
to legacy structural factors across the economy, including major
supply bottlenecks across the country. The Committee, thus called
on the Government to redouble efforts at strengthening
infrastructural efficiency and address the emerging security
challenges in the country. In addition to this, the Committee called
on the Govemment to explore the option of effective partnership
with the private sector to improve funding sources necessary to
address the huge infrastructural financing deficit. The Committee
expressed concern over the rising public debt stock, as recumrent
expenditure remained relatfively high, compared with capital

expenditure, thus, signalling future debt servicing challenges.

To improve Government revenue sources and investment in
capital, the Committee called on the Govemment fo take
advantage of the take-off of the Afncan Continental Free Trade
Area (AfCFTA), which could boost domestic production and
generate sizeable revenues for Government, as well as improve

domestic productivity and competitiveness.

The Committee commended the Bank's effort of improving liquidity
in the foreign exchange market, but noted the need to continue to
explore avenues to improve inflow from sources such as the

International Money Transfer Operators (IMTQO), diaspora
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remittances and non-oil export promotion, given the cument
trajectory of crude cil prices. These sources, in the view of the
Committee, would boost foreign exchange supply and ease the

cumrent exchange rate pressure.

The Committee noted the continued improvement in the equities
market as a lead indicator of medium-term macroeconomic
recovery, thus, urging the Bank to maintain its collaboration with the
fiscal authority to improve the investment climate towards

attracting sustainable Foreign Direct Investment (FDI).

The Committee commended the Bank for maintaining a sound
regulafory surveillance over the banking system by ensuring a
reasonably low level of non-performing loans (MPLs), even with the
aggressive credit expansion programme during this crisis period.
Though, NPLs remained slightly above the prudential benchmark,
members noted that the banking system remained stable, strong
and resilient. Given the success recorded under the LDR policy, it
thus urged the Bank to sustain its risk surveillance approach and

ensure the contfinued soundness of the banking system.

In the Committee’s consideration, it noted the broad-based global
stimulus packages. including expanded credit lines, asset purchase
programme, corporate bond purchase, additional funding facilities
for financial system, commercial paper purchases, special central
bank lending. increase in the Ways and Means limits introduced by
the central banks of different couniries to support economic
recovery in their various economies and to prevent further

distortions to the economy caused by the devastating impact of
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the pandemic. The Committee noted the large stimulus packages
deployed by many countries to fast-track growth recovery and
restore livelihoods across the world. For instance, Japan provided
stimulus package valued at 64.9 per cent of its 2019 GDFP; UK, 45.04
per cent; USA, 28.4 per cent; Brazil, 27.6 per cent; South Africa, 12.6
per cent; China, 11.5 per cent; India, 10.0 per cent; and Russia 7.1
per cent compared with Nigeria's paltry 4.0%. The MPC, therefore,
urged the Bank to further expand its cumrent stimulus packages to
support the fiscal interventions to reflate and boost recovery in the

SCOnNormy.

The Committee’s Decision

At this meeting, MPC was, as in the last meeting. confronted with a
policy dilemma as to whether to aggressively combat the
inflationary pressure or support measures cumently aimed at

stimulating growth and reversing the recession.

Although the economy is currently in a stagflation environment with
simultaneous occurrence of inflationary pressures and contracting
output, the MPC resclved to reverse both developments and

confinue pursuing price stability in growing the economy.

MFPC was of the view, that whereas there may be wisdom in
loocsening, given that the impact of the global Covid-19 pandemic
has resulted in constrained activities, disruption to supply chain and

suppress aggregate demand, an accommodative stance may be
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reguired fo stimulate credit expansiocn and boost recovery in the

short ferm.

The Committee was also of the view that an expansionary policy
would enable the monetary authorities convince the financial
institutions to reduce loan pricing and defer interest and principal

repayments to critically affected obligors in a sustainable manner.

On the flip side, MPC also opined that an aggressive expansionary
stance may worsen both inflation and the negative real interest
rate, thereby resulting in negative consequences on exchange

rate.

With regard to tfightening, MPC concluded that this may run
contrary fo its objectives of providing affordable credit o
households, MSMEs, Agriculture, and other ocutput growth and

employment stimulating sectors of the economy.

MPC was therefore of the view that it should pursue its current
stance of systematic synchronization of monetary and fiscal policy
accommodation through its developmental finance initiatives,
aimed at mitigating the impact of the COVID-19 pandemic on

Migerians.

While expressing understanding of the public health dilemma of the
recent spike in infections, MPC encouraged Government not fo
consider a wholesome lockdown of the economy so as not fo
reverse the current gains of the stimulus earlier provided in 2020. It
alsc encouraged the Central Bank of Nigeria Management fo

intensify its efforts in the targeted credit facility to household, SMEs.
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the Health Sector. as well as Agric and manufacturing sectors
which would not only boost consumer spending but result in
manufacturing cutput thereby positively impacting the GDP. On

this basis, the MPC agreed to hold all policy parameters constant.

The Committee thus decided by a unanimous vote to retain the

Monetary Policy Rate [MFR) at 11.5 per cent.

In summary, the MPC voted to:
l. Retain the MFPR at 11.5 per cent;

Il. Retain the asymmetric comidor of +100/-700 basis points around

the MPR;
lll. Retain the CER at 27.5 per cent; and

IV. Retain the Liquidity Ratio at 30 per cent.

Thank you.

Godwin |. Emefiele

Governor, Central Bank of Nigeria

26™ January 2021
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CENTRAL BANK OF NIGERIA COMMUNIQUE NO. 133 OF THE
MONETARY POLICY COMMITTEE MEETING HELD ON MONDAY 23
AND TUESDAY 24" NOVEMBER 2020

The Monetary Policy Committee [MPC) met on the 23™ and 24™ of
NMovember, 2020 amidst the announcement of the discovery of
several high efficacy COVID-1? wvaccines, resulting in stronger
optimism for improvement in global ocutput. However, persisting
weakness in crude oil prices, soaring global debt and high
uvnemployment persist. In the domestic environment, the MNigeran
economy slid into recession in the third quarter of 2020, following a
second consecutive quarter of contraction in output. The third
quarter contraction was, however, milder than the previous
quarter. The Committee appraised the developments in both the
global and domestic economies, as well as the outlock for the rest

of the year and the first quarter of 2021.

Ten (10) members of the Committee were in attendance at the

meeting.

Global Economic Developments

Although the global economy witnessed a better-than-expected
recovery in the second quarter of 2020, it, however, continued to

be weighed down by the headwinds largely associated with the
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COVID-19 pandemic and weak crude ocil prices. In the advanced
economies, the peristence of weak aggregate demand, slow
recovery in supply chain networks and the rebound in COVID-1%
infection rates, have cast a new wave of uncertainty over their
recovery in the short fo medium term. In the Emerging Market and
Developing Economies [EMDEs), China continues to lead the
recovery, recording a stronger-than-expected growth in the
second quarter of 2020. In India, on the other hand, growth
continued to be muted as a result of increasing rates of COVID-1%9
infections and fatality. In general, this group of economies is set to
contract less, compared with the advanced economies, led by the
expected strong recovery in China. Conseguently, the Infternational
Monetary Fund (IMF) reviewed the forecast for global growth in
2020 to reflect a slower pace of contraction from -4.9 per cent to -

4.4 per cent.

Inflation in most Advanced Economies is expected to remain
subdued in the medium to long term as aggregate demand
remains weak across several economies, reflecting the impact of
the Pandemic on income. The US economy has, however,
maintained a steady pace of job creation, even though infection
rates and total fatality continue to rise in that country. The threat of
a rebound of the Pandemic in several countries has resulted in
second and third waves of lockdowns in these countries. This is
expected to further dampen aggregate demand and slow the
pace of price development. In several Emerging Market and

Developing Economies (EMDES). inflation remained relatively high
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compared with the Advanced Economies owing to the persistence
of exchange rate pressures, dwindling capital flows and weak

accretion to reserves as well as other structural issues.

In the financial markets, conditions remain relatively stable, buoyed
by continued monetary and fiscal stimulus. The huge level of
monetary and fiscal injections has, however, increased the
likelihood of a global financial crisis post-pandemic, especially

when central banks commence normalization of monetary policy.

Domestic Economic Developments

Data from the National Bureau of Statistics (NBS) showed that real
Gross Domestic Product (GDP) contracted by -3.462 per centin Q3
2020, compared with -6.10 and 2.28 per cent in the previous quarter
and comesponding pericd of 2019, respectively, thereby pushing
the economy into recession. The oil sector contracted further by -
13.8% per cent in Q3 2020 from -6.63 per cent in the previous quarter,
while the non-oil sector contracted by -2.51 per cent in Q3 2020,
compared with -6.05 per cent in the preceding quarter. The
persisting weak performance was mainly attributed to the lull in
economic activities associated with the low price in the oil market

as well as the lingering effects of the Coronavirus Pandemic.

The MPC cbserved the gradual improvement in the Manufacturing
and MNon-Manufacturing Purchasing Managers' Indices (PMis)
which rose to 50.2 and 47.6 index points, respectively, in November

2020, compared with 4%9.4 and 46.8 index points in October 2020.

This development signposts an increase in economic activities,
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driven by growth in new orders, improved supply delivery time, rising
production levels and new export orders. The employment level
index component of the manufacturing and non-manufacturing
FPMis also improved in Movember 2020 to 4/7.3 index points and 46.7
index points, respectively, compared with 446.0 index points and
44.2 index points in October 2020. The Committee, however, noted
the likely downside risk to growth of the recent unrest in the country,
waming that this may adversely impact economic recovery in the

near term.

The Committee noted with concern that inflation has been on the
rise for the fourteenth consecutive month, as headline inflation
(year-on-year] moved up to 14.23 per cent in October 2020 from
13.71 per cent in September 2020. This was attributed to the
increase in both food and core inflation, which rose to 17.38 and
11.14 per cent in October 2020 from 16.66 and 10.58 per cent in
September 2020, respectively. The continued increase in food and
core inflation was attributed to the persistence of insecurity across
the country as well as lingering structural deficiencies impacting the
logistics of moving food items to urban areas such as poor road
networks, unstable power supply and a host of other infrastructural
deficiencies. Other factors include the pemisting impact of
coronavirus-induced supply disruptions, recent hikes in the price of

energy products (PMS and electricity) and weak crude il prices.

The Committee, however, noted that the rise in inflation will likely
abate in the medium term, as domestic production is expected to

recover, following the resumption of economic activities post-
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COVID-1% lockdown. In addition to this, food inflation is expected
to moderate as harvest season sets in. Monetary and fiscal policies
are also expected to continue their broad-based stimulus support
towards full recovery. This will invelve fiscal measures to reduce
vnemployment, provide an enabling environment for private
sector investment and necessary support to the health sector to
cushion the impact of the coronavirus pandemic. In addition, the
CBM is expected to sustain its various intervention measures to boost

consumer spending and support the recovery.

The Committee noted that growth in broad money supply (M3)
increased marginally to 3.53 per cent in October 2020 from 3.20 per
centin September 2020, reflecting an increase in Met Foreign Assets
(MFA). It further noted the moderation in confraction in Met
Domestic Assets (NDA) 1o -2.1% per cent from -3.05 per cent in the
previous period. Aggregate domestic credit, however, grew by
/.61 per cent in October 2020 compared with 7.35 per cent in the
previous month, as a result of the Bank's policy on Loan-to-Deposit
Ratio (LDR), supported by the Bank's interventions in the various
sectors of the economy. Total gross credit by the banking industry
stood at N17.54 trillion as at 13th November 2020 compared with
N17.33 trillicn at end-August 2020, an increase of N290.13 billion.
When compared with N15.56 trillion at the commencement of the
LDE policy in May 2019, total gross credit increased by M3.97 trillion.
These loans were granted mainly to manufacturing [N738 billion),
General Commerce (N874 billion). Agric and Forestry (N301 billion).
Construction [N291 billion), ICT (M231 billion), just to mention a few.
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The Committee noted the reduction in interest rates on loans
granted by Deposit Money Banks (DMBs). As at October 2020, 86.23
per cent of total loans granted to over one (1) million customers, by
Deposit Money Banks (DMBs) were at inferest rates considerably
below 20 per cent. This was an improvement from 76.43 per cent as

at Juby 2019.

MFPC noted the improvement in Financial Soundness Indicators of
the DMBs which showed Capital Adequacy Ratio ([CAR) of 15.5 per
cent, Non-Performing Loans (MPLs) of 5.73 per cent and Liquidity
Eatio [LR) of 35.6 per cent, as at October, 2020. As regards non-
performing loans [MPLs), MPC however, noted that the ratio
remained above the prudential benchmark of 5.0 per cent and
urged the Bank to sustain its fight prudential regime to bring it below
the benchmark.

The Committee welcomed the improvement in the financial
soundness indicators of Other Financial Institutions (OFls) as
indicated by the growth of M382 billion, or 16.94 per cent (year-on-
yvedar), in aggregate assets to N4.02 trllion as at end-September
2020. Similarly, aggregate credit grew by MN217 billion, or 12.27 per
cent (year-on-year), to N1.9% trllion during the same period. The
Capital Adequacy Ratio for the subsector also exceeded the

minimum prudential ratic of 10 per cent.

The Committee recognized the supportive developmental roles of
the CBMN towards addressing some of the structural issues in the

economy. The MPC specifically expressed optimism on the future
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impact of the disbursements from Agri-Business/small and Medium
Enterprize Investment Scheme [AGSMES) (NF2.20 bilion to 24,702
beneficiaries), Anchor Borowers Program [(ABFP) by the sum of
M164.91 billion to 954,279 beneficiares and COVID-19 Targeted
Credit Facility (TCF) to household and SMEs (N14%.21 billion to
316,869 beneficiaries).

Liquidity conditions in the banking system continued to influence
money market rates in the review period. The Open Buy Back (OBB)
rate declined progressively as a result of nsing liquidity levels in the
banking system, while there were no transactions at the
uncollateralized inter-bank call window. Consequently, the monthly
weighted average OBB rate declined to 1.88 per cent in October

2020 from 3.30 per cent in September 2020.

The Commiftee noted the recent impressive performance
recorded in the equities market, particulardy the increased
patronage by domestic investors largely driven by low vields in the
money market, The All-Share Index (ASl) increased by 20.55 per
cent to 30,530.6% on October 30, 2020 from 25.327.13 on September
30, 2020. Similary, Market Capitalization, grew by 20.82 per cent to
M15.26 trillion from MNI13.21 ftrilion over the same perod. This
improved performance was largely attibuted to positive third
quarter corporate earnings as investors moved in fo pick-up

bargain stocks.

The Committee observed the moderate decline in the external

reserves position, which stood at US$35.18 bilion as at November
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19, 2020 compared with U5$35.95 billion at end-September 2020, as

crude oil prices continue to fluctuate with downward pressure.

Qutlook

Overall, the medivm-term outlock for the global economy is

beginning to show a ray of optimism following the discovery of

COVID-1? vaccines.

In the domestic economy, available data and forecasts for key
macroeconomic vanables also suggest optimism in cutput growth
in the fourth quarter of 2020, due to the positive cutlock for most
economic activities. Accordingly, the economy is expected to
recover from recession by the end of 2020, while inflation is

projected to moderate by the first quarter of 2021.
The Committee’s Considerations

The Committee's considerations remained focused around

tailwinds imparting vpward pressure to domestic prices and key

headwinds to output growth.

The Committee noted that inflation continued to be driven by
supply side disruptions arising from the COVID-19 pandemic and
other legacy factors. Key amongst these are: the securty
challenges in parts of the country; increase in food prices; and the
recent hike in pump price of PMS and electricity tariff. The MPC,
therefore, emphasized the need to address structural supply side

issues putting uvpward pressure on costs of production and
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unemployment. To address the public health crisis associated with
the COVID-19 pandemic, the Committee urged the Federal
Government to make relentless effort to procure a substantial
quantity of the COVID-1%? vaccines to surmount the public health

crisis and pave the way for a broader macroeconomic recovery.

The Committee noted that the contraction had bottomed owut,
since it moderated significantly from -6.10 to -3.62 per cent in the
third quarter of 2020. This was so because both the monetary and
fiscal authorities had anficipated the impending recession and had
put measures in place for its guick reversion. Some of these
measures include the Economic Sustainability Programme by the
Federal Government and other CBMN faciliies targeted atf
households, small and medium enterprises ([SMEs)., youth
empowerment, and reduction of unemployment. It thus, urged the
Federal Government to maintain its initiatives targeted at reducing
unemployment, particulary amongst the youths, citing the recent
EndSARS protests and ensuing agitation by hoodlums as potentially
disruptive to output growth in Nigeria. To this end., the MPC
reiterated its support for the various development finance initiatives
of the CBM to stimulate production and reduce unemployment.
MPC further encouraged the Bank to intensify its efforts by
increasing funding to more beneficiaries so as to boost consumer

spending and accelerate recovery from recession.

On the Financial Markets, the Committee considered the improved
performance in the equities market as a leading indicator of

medium-term macroeconomic recovery. It thus urged the Bank to
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maintain its policies on exchange rate and financial system stability

to attract more investment into the Nigerian equities market.

The MPC noted that credit to key sectors of the economy increased
and encouraged the continued credit support to employment-
stimulating sectors to hasten the recovery of ocutput growth and
improve employment particularly among the vyouths. The
Committee emphasized the need for the Bank to maintain its
regulatory surveillance over the banking system to ensure that non-

performing loans remain low.

MFPC noted with pleasure, the CBN's engagement with relevant
stakeholders, particulary in the private sector, to hasten the
recovery of growth. This engagement would involve collaboration
towards job creation and provision of credit facilities to stimulate
business activities for both corporates and individuals, particularly
those who lost their goods and business premises to hoodlums,

during the recent protest.

The Committee’s Decision

At this meeting, the Committee focused not only on price stability,
but also on the need o speedily take actions to exit the recession.
In view of these considerations, the choices before the Committee
were focused on whether: to tighten the stance of policy to address
rising price levels recognizing its primary mandate of price stability:
to ease to support ocutput recovery: or to hold to allow existing

policy initiatives to permeate the economy.
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The Committee noted that, although the appropriate response to
rising inflationary pressure would be to tighten the stance of policy
in order to moderate upward pressure on prices, it nevertheless, felt
that doing this would exert downward pressure on the recovery of
output growth. The Committee also felt that tightening would
negate the Bank’'s desire to expand credit to the real sector at
affordable terms, not only to boost production, but alsc to increase
consumer spending. To the Committee, tightening was therefore

not the appropriate response at this fime.

With the economy. whereas MPC felt that government spending
and Bank's expansionary stance would be desirable to support
recovery and guide the economy out of recession, it felt loosening
would frigger excess liquidity and worsen the inflationary pressure.
MPC also felt that excess liquidity may impact demand pressure

and fuel further depreciation of the naira.

With respect to a hold position, the Committee was of the view that
this will be beneficial as it will allow current policy measures to
permeate the economy while observing the ftrend of
developments. The Committee also felt that the heterodox policies
of the Bank targeted at various sectors are showing positive results

that would further engender growth.

On balance, the MPC was of the view that, although all three
opticns offer some benefits to the economy., the hold option was
desirable at this meeting. Based on these factors, members, voted
in line with the most pressing need towards reversing the recession

and achieving medium term macroeconomic stability.
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In view of the foregoing, the Committee decided by a unanimous

vote to retain all parameters.

In summary, the MPC voted to:
l. Eetain the MFE at 11.5 per cent;

Il. Retain the asymmetric comidor of +100/-700 basis points around

the MPR;
lll. Retain the CER at 27.5 per cent; and

IV. Retain the Liquidity Ratio at 30 per cent.

Thank you.

Godwin |. Emefigle

Governor, Central Bank of Nigeria

24th November, 2020
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CENTRAL BANK OF NIGERIA COMMUNIQUE NO. 132 OF THE
MONETARY POLICY COMMITTEE MEETING HELD ON
215TAND 22N0 SEPTEMEBER, 2020

The Monetary Policy Committee (MPC) met on Monday, 21 and Tuesday, 22rd
jeptember. 2020, In the light of Iingenng uncerainties associated with the
COVID-17 pandemic and downtum in crude oil prces. These uncerfainties
which centered pamanly on when the pandemic will be fully subdued and the
ol market return to normaley, haove resulted in persistent weak agaregate
demand, disruptions in global supply chains, mixed price development, volatile

and dowrward trending oil prices, as well as fAsing unemployrment.

The Committes reviewed these developments and assessed their impact on
the domestic economy in the first three quarters of 2020 and noted the outlook

for the rest of the year.

Ten (10) members of the Committes were in attendance.

ZFlobal Economic Developments

The Committee observed the moderate improvement in global output
performance with widespread recession in the second quarter of 2020, This
followed the sharmp decline in cutput growth in the Advanced Economies and
some Emerging Markets and Developing Economies (EMDE:], as well as the risk
of further detenoration in global cutput growth, associated with the ingenng
shocks from the COVID-17 pandemic. Global exports and intemational fravels,
howewver, showed signs of gradual, but slugagish recovery, oz countries relox
restrictions to allow for resumption of economic activities.

The International Monetary Fund [IMF), therefore, remained cautious of ifs

global growth forecast for 2020, which waz: hinged on the near-term
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containment of the pandemic. The lkselihood of o second-round spike in the
rate of infection is, howewver, undermining hopes of an eary return to normaloy.
Ol exporting countries are also likely to face further revenue shortfalls as a result
of the decizion by OPEC+ to reduce its production ceiling from 2.6 mililon bamrels
per day to 7.7 millon bamrels per day. Due to these headwinds, we suspect that
the global economy may suffer a deeper contracton in 2020 than the 4.9 per

cent projected by the IMF. This may also dampen the projected recovery in
2021.

The MPC ocbserved the huge injection of monetary and fiscal stimulus into the
global econormy, noting its medivm-term  inflationary  potential. In maojor
advanced economies, inflation mostly remained below their 2.0 per cent long-
run oojectives, as the recovery of both global aggregate demand and supply
remained stalled. Across the group of Emerging Maorket and Developing
Economiss, prnce development remaned mxed, reflecting the diverss
structure of these economies. The exchange rates of EMDE contfinued to be
under pressure os global capital flows were subdued, reflecting Investor's
preference for gold oz a safe hoven. With the uvnprecedented and
coordinated imechton of guidity by central banks and fiscal authonties
globally, the nsk of another financial cnsiz post-COVID-19 can no longer be
overlooked as this may likely crystalize into a double desep global recession

when central banks across the globe move to normalize monetary policy.

In the global financial markets, conditions remain relatively tight reflecting
continued uncertainties. Thus, while markets are showing moderate signs of
recovery, financial conditions are yet to ease fully as investors remain cautiows

of the ingenng risk of o second-round of lockdown.

Domestic Economic Developments

Available data from the National Bureauw of Statistics (MB3] showed that real
=ross Domestic Product (GDP) contracted oy &.10 per cent in the second
guarter of 2020 compared with expansions of 1.857 and 2.12 per cent in the
preceding quarter of 2020 and the comesponding penod of 20179, respectively.

The development ended, the three-year trend of low, but positive real GDP
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growth recorded in MNigena since the end of the 201&8/17 recession. The
contraction in Q2 2020 was largely driven by the poor performmance of both the
ol and non-oil sectors due to the lockdown to contan the spread of the
pandemic in Q1 2020. The ol sector contracted by 4.63 per cent in Q2 2020
fromn -5.03 per cent in the previous guarter, while the non-oill sector contracted
bv &.053 per cent in Q2 2020, compared with an expansion of 1.535 per cent in
Q1 2020.

The MPC noted the continued weakness in economic activities as indicated by
the Marnufacturng ond non-BManufoctoring Purchasing Manager's Indices
(PMIs), which remained below the S-index point benchmark. In Avgust 2020,
the Maonufacturing and non-Maonufacturing PRIz were 45.5 and 44.3 index
points, respectively, compared with 42.4 and 433 index points in July 2020, This
was attibuted to slower growth in production, business activities, new orders,
supply delivery time, employment level, new export orders and row matenals
and input prces. Similary, the employment level index component of the
tanufactunng and non-Manufactunng Phdls in Avgust 2020 was 4446 and 44.3
index points, respectvely, compared with 400 and 41.1 index points in July
2020, The Committes was, however, optimistic that with the easing of the
lockdown and gradual resumption of economic activities, the PMIs will improve

in the short-to medivm termn.

The Committes expressed deep concem on the continued uptick in inflation
for the twelfth consecutive month as headline inflation (yvear-on-yvear] rose to
13.22 per cent in August 2020 from 12,82 per cent in July 2020. The increase in
headline inflation was largely driven by the persistent increase in the food
component, which rose fo 14600 per cent in August 2020 from 15.48 per cent in
July 2020. The core component also rose to 10,52 per cent in August from 1010
per cent in July 2020, These upticks were driven primarnly by legacy structural
factors such as the inadeguate state of cratical infrastructure and orood-based
securtty challenges across the country, which dampened production activities.
Cither factors include the disruphions to supply chains following restriction to

movements to curl the spread of the pandemic; adverse weather conditions,
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which resulted in flooding of farmlands; as well as the inflation pass-through to
domestic pnces following the depreciation in the exchange rate. The recent
increqse in energy cost i3 also expected to further mpact the domestic pnce

level in the shod-term.

The Committee, therefore, stressed the urgent need for a combination of
broad-based monetary and fiscal policy measures to curb the nse in inflation
and contraction in output growth. This will involve targeted investment by the
fiscal authonties to resuscitate crtical infrastructure fo IMmprove the ease of
doing business across the country. In addition, the MPC believes the fiscal
authonties can buld on earlier efforts and articulate a clear strategy to attract
private sector investment. The Bank will, however, continue to take relevant
steps to ensure that the detimental sk of inflation to the economy is

contained.

The Committee noted the wvarnous interventions by the CBM to reflate the
economy, Improve aggregate supply and drve down inflation. Recent
inferventions were largely in the areas of Manufacturing, Agriculture, BElectricity
& Gas, Solar Power and housing constructions among others. It expressed
optimism that these initiatives will significantly ease the adverse impact of the
COVID-19 pandemic and set the economy on a path of recovery. So far, total
disbursements fromm the Bank's interventions in the wake of the COVID-19
pandemic amounted to M35 trlion including: Real Sector Funds, (N21&6.87
billon); COVID-19 Targeted Credit Facility (TCF), [M73.69 bilicn); AGSMEIS,
(M34.44 bilion); Pharmaceutical and Health Care Support Fund, (M44_47 billion);
and Creative Industry Financing Initiative (M2.93 billion). Under the Real Sector
Funds, a total of 87 projects that included 33 Manufactuning, 21 Agnculture and
13 Services projects were funded. In the Health Care sector, 41 projects which
incluoded 14 phamaceuticals and 25 hospital and health care services were
funded. Under the Targeted Credit Facility, 120,074 applicants have received
financial support for investrment capital. The Agr-Business/Small and Medium

Entercnse Investrment Scheme [AGSMELS] intervention has been exdended to a

129



have benefited from the Creative Industry Financing Inihative. |n addition to
these inthatives, the CBM is set to contnbute over N1.6 tnllion of the total sum of
K230 frllion mneeded for the Federal Government's l-year Bconomic
Sustainability Plan [(ESP), through its wvarows financing interventions uwsing the
channels of Participating Financial Institutions [PFls). The MPC s, thus, using this
medium to appeal to our important economic stakeholders to take advantage

of thess intervention initiatives to help support a guick rebound in growth.

The Banlk's policy on Loan to Deposit ratio albo resulted in a significant growth
in credit to vanous sectors from N15.57 trlion to N19.32 inllon between end-
bay 2017 and end-August 2020, anincrease of N3.77 frllion. This growth in credit
was mainly to manufactunng (MNB&4_27 billion), consumer credit (M327 .85 billon),
oil & gas (M477.45 bilion), agneubure (M287.11 billion) and construction (NZ270.97
billion).

On Monetary Agogregates, broad money supply (MM3) rose to 6.93 per cent
(vear-to~date)] in August 2020 from 5.23 per cent in July 2020, reflecting the
increase in both Met Foreign Assets and MNet Domestic Assets. Similardy,
aggregate domestic credit [net] grew by 454 per cent in August 2020
compared with 7.43 per cent in July 2020,

boney market rates remained relatively stable in the review penod with some
mild volatility, reflecting the prevailing liguidity condifions in the banking system.
The monthly weighted average Inter-bank call rate increased to 7.38 per cent
in August 2020 from 425 per cent July 2020, while the Open Buy Back (OBE) rate
decreased to §.3% per cent in August 2020 from 10,12 per cent in July 2020,

The MPC noted the moderate improvermnment in the equities market in the review
penod, as the Al-Share Index [AS]l) increased oy 5.78 per cent from 24,174.75
on July 21, 2020 to 25,572.57 on September 18, 2020, On a yvearto-date basis,
however, the A5l decreased by 4.73 per cent compared with 24,842 .07 as at
Decemioer 31, 2017. Market Capitalisation (M) also increased by 5.98 per cent

from M1Z.&1 frillion to M13.36 trillion owver the same pernod. As a lead indicator,
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therefore, this improvement in market indices signposts the commencement of

a broad-based economic recovery.

The Committee also noted the decrease in the NPLs ratio to 4.1 per cent ot
end-Auvgust 2020 compared with 7.4 per cent in the comesponding penod of

2019 due largely to recovenes, write offs and disposals.

The Committee expressed confidence in the overall stability of the banking
systern as reflected in the positive perfommonce of the finoncial soundness
indicators (Fils), despite the pemsstence of the COVID-19 pandemic. i
howewver, called on the Bank to sustain its regulatory oversight on the industry in
the light of the confinued fragility of mocroeconomic indicators and the

impact of the COVID-19 pandemic and the growing nsk of cyber-attacks on

business and economic activilies.

On the external sector, the Committee noted the resumption of sales to
Bureaux de Change [BDCs) in a bid to improve liquidity and ease demand
pressure in the foreign exchange market. Consequently, the exchange rate
appreciated at all windows. The MPC observed the recent improvement in
external reserves and urged the Bank to maintain its prudent allocation of

foreign exchange towards balancing supply and demand.
Ovtlook

The broad outlook for the global recovery remains uncertain, as the headwinds
associated with the COVID-17 pondemic persist, especially due to new
indications of a second spike in the rate of infections, continues to dampen

prospects of a near termn recovery.

With sewveral economies contracting deeper than expected, the global
economy may eventually contract beyond the -4.9 per cent eardier projected
by the IMF, az the second-round spike in the infection rate has resulted in
widespread localized lockdowns in some advonced and emerging market

economies. In addition, the persisting volatility in global oil prices, which is ikely
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to continue beyvond the end of 2020 as indicated by the delivenes in the oil

futures market, signposts the likelihood of a disordery global recovery.

The synchronized monestary policy accommodation by major central banlks in
both the Advanced and Emerging Market Economies, portends the likelihood
of a medium-term debt cnsis which may set the global economy into another

downturn, if not properdy managed.

On the domestic economy, staff forecast suggests that the economy may
continue to grapple with the effects of the pandemic throughout the rest of
the year. With persistent focus on activiies meant to reverse the confraction,
the MPC projects growth at positive levels in G4 2020, or at the latest by G
2021, based on the aonficipated positive results from the coordinaoted and
sustained interventions by both the monetary and fiscal authorties. These
interventions include, the coordinated response of the monetary and fiscal
authorties to curtal the spread of the COVID-19 pandemic, reverse the
downturn in the economy, Improve sources of revenue in the non-oil sectorand

encourage the build-up of fiscal buffers.

The Commitlee’'s Considerations

The Commites's considerations focused on the major headwinds exerting
downward pressure on output growth and upwaord pressure on domestic
prices.

The key factors considered by the MPC as lkely to exert upward pressure on
domestic prices in the near term include: the prevalence of securty challenges
in the country; adverse weather conditions causing flooding In some farming
regions; the increase in petroleumn pump price; deregulation in electricity tanff;

low crude oil price; and exchange rate adjustment.

The Committes noted that available evidence does not support the view thot
the rse in inflation was due to monetary factors. Rather, there iz overwhelming
evidence that the inflationary pressure reflects the prevalence of structural
rgidities and supply shocks. Hence, the traditional tools of monetary policy may

not be helpful in addressing current inflationary pressures. Instead, the useful
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policies will be the supply-side measures implemented by the Bank. In the ight
of this, reducing MPR will signal to the Deposit Money Banks to lend more to
stimulate growth, increase aggregate supply, which should dompen prices in

the immediate term.

Although the MPC remains committed to its primary mondate of ensunng price
stabkility, it however, noted the need to address the stroctural supply-side issues
that are putting upward pressure on production cost and depressing economic
growth. To this end, the Committes supports the wvanous intervention
programmes of the Bank towards stimulating production in the agrcultural and

manufacturing sectors to increase aggregate output and lower prices.

On Financial Markets, the Committee considered the impact of the dwindling
capital inflows on yields in the eguities, bonds and money markets. t, however,
observed the improvement in the eqguities market from the second quarter of
2020, indicating prospects of mediurm-term economic recovery. Memlbers alko
took cognizance of the prevailing low rates in the money market which are also
below the lower band of the standing facilities comdor, as being a distortion to

money market operations.

The Committee noted the increase in aggregote credit ond encouraged
further expansion in credit to employment-generating sectors to expedite
growth recovery. It, however, urged the Bank fto sustain its regulatory
survellance over the banlang system to ensure that Mon-Performming Loans

(MPLs) remain low.

The Committes abo noted the nsing public debt profile and urged the fiscal
authornty to strengthen its debot monagement strategy, explore other sources of
revenue, az well as enhance efficiency in public expenditure. t commended
the combined effort of the Federal Government and the CBM in providing the
reqguired stimulus to contain the pandemic and ease its impact on the Nigenan

SCOMNOMmY.

The Dilemma of Monetary Folicy
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The MPC was at this meeting confronted by policy dilemmao. Whereas MPC
beleves in the pnmacy of s prnce and monetary stabilty maondate, it
nevertheless was confronted wath what policy direction to focus on, given the
contraction in output growth dunng the second guarter of 2020, which may
lead to a recession, if the third quarter of 2020 ocutput groadth numibers further
show a confraction. It is, therefore, of the view that, if a recession occurs in Q3
2020 the Committee would be confronted with proposing policy options in a
penod of stagflation. This is because, with the recent removal of subsidy on fuel
price, the increase in energy prnces, and the adjustrment of the exchange rate,
inflationary pressure will no doubt pemist unless MPC consider options that wall
deal with the pressure aggressively.

The Committee was therefore of the view that, to abate the pressure, it had no
choice but to pursue an expansionary monstary policy using development
finance policy tools, targeted at raising output and aggregate supply to

moderate the rate of inflation.

At present, fiscal policy s constrained and zo cannot, on its own lift the
economy out of contraction or recession given the paucity of funds ansing from
weak revenue base, current low crude oil prices, lack of fiscal buffers and high
burden of debt services. Therefore, monetary policy must confinue to provide
massive support through its development finance activities to achieve growth
in the MNigernan economy. This s the reason MPC will continue to play o
dominant role in the achievement of the goals of the Boconomic Sustainakbility
Program (E5P] through its interventionist role to navigate the country toweards a

direction that will boost output growth and moderate the level of inflation.

Similarly, given that the currency adjustment was a causal factor in determining
the price of petroleum products and energy prices, the MPC believes that the
CEM monagemsent must take bold actions to stabilize the exchangs rate.
bManogement was further enjoined by the MPC to confinue to provide funding
to sectors that will resclve the supply constraints in petral pricing, energy prcing

and food availability.
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To support household consumphtion, the MPC enjomned manaogement to
aggressively channel its funding to targeted houssholds, SME and consumer
credit by further increasing its lending activities through its MIRSAL Microfinance
Bank (MMFB]. The Manogement was ablbo directed to ensure that DMMBs respond
to the reduction in deposit rates by aggressively lowenng cost of credit fo

bomowers.

As regards output growth, MPC noted that air ond rood transportation;
entertainment & accommodation; food services; and education subsectors
were adversely affected by the lockdown. I therefore suggested that more
efforts be put in place to confinue to provide relief and funding to thess

subsectors to catalyse growth and iImprove the output numbers.
Dealing with The Causal Factors of Inflation

In the view of the MPC, so far, evidence has not supported the rising inflation to
monetary factors but rather, evidence suggests non-monetary  factors
(structural factors) as the overwhelming reasons accounting for the inflationary
pressurs.

Accordingly, the implication is that traditional monetary policy instruments are
not helpful in addressing the type of inflationary pressure we are cumenthy
confronted with. What is useful iz the kind of supply side measures curmently
being implemented. MPC also expects that a dowrnward adjustment in MPE
may be necessary to further put pressure on our deposit money banks to lower

cost of credit in aid of growth.
The Committee’s Decision

In the face of declining economic growth and msing inflation, the Committes

faced a difficult set of policy choices, requiring trade-offs and sequencing.

Following the above considerations, the Committes reviewed the choices
before it, bearing in mind its primary mandate of price stability and the nesed
to support the recovery of output growth. Conseguently, the Committee noted

that the lkely action aimed to addressing the rse in domestic prices would

135



have been to tighten the stance of policy, as this will not only moderate the
vpward pressure on prices, but will also attract fresh capital into the economy
and improve the level of the external reserves. B however, noted that this
decision may sfifle the recovery of output growth and thus, drive the economy

further info contrachon.

On easing the stance of policy, the MPC was of the view that this achion would
provide cheaper credit to improve aggregate demand, stimulate production,
reduce unemployment and support the recovery of output growth. The
Committee, however, cbserved that with inflation trending vpwards, easing of
the policy stance may exacerlbate the curent inflationary pressure through an
increqase in money supply. In addition, the MPC noted the tendency of an
asymmetrc response to dowmeward prce adjustments by ‘Other Depositorny
Corporations’, thus undermining the overall beneficial impact of a reduction to

the cost of capital.

In the Commiffes's view, a hold position will allow the economy to adjust to the
ongoing stimulus measures put In place by the monetary and fiscal authonties
to curb the downtum and allow more time for the MPC fo assess their irmpact

on the econormy.

After the consideration of the three policy options, Members were of the
opinion that the option to loocsen will complement the Bank's commitrment to
sustain the trajectory of the economic recovery and reduce the negative
impact of COVID-17. In addition, the lgquidity injection: are expected to
stimulate credit expansion to the cntically impacted sectors of the economy

and offer impetus for cutput growth and economic recoverny.

In view of the foregoing, the Committee decided to reduce the MPR by 100

basis points to 11.5 per cent and adjust the asymmetnc comdor o +100/-700
around the MPE.

3 (&) members voted to reduce the MPR oy 100 basis points, one (1) member
by 50.0 basis points and three [3) voted fo hold. Mine (7] membens voted to

change the asyrmmetric comdor while one member voted to hold.
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All members voted to hold the Cash Reserve REatio (CRR) and Liguidity Eatio
(LR).

In summary, the MPC voted to:
|. Reduce the MPR by 100 basis points from 12.5 to 11.5 per cent;

Il. Adjust the asymmetnc comdor from +200/-300 basis points to +100/-700 basis
points around the MPE;

lll. Retain the CRR at 27.5 per cent; and,

IV. Retain the Liquidity Ratio at 30 per cent.

Thank you.

Godwin |. Emefiele
Zovemor, Cenfral Bank of Nigeria

Z2rd September, 2020
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CENTRAL BANK OF NIGERIA COMMUNIQUE NO. 131 OF THE 274th
MONETARY POLICY COMMITTEE MEETING HELD ON MONDAY 20m™
JULY 2020

The Monetary Policy Committee (MPC) met on 20t July 2020,
amidst elevated uncertainties across the world. The projected
global output contfraction was revised downward, Qs many
countries had to extend the lockdown pericd in the wake of a
second wave of coronavirus infections, and continued lack of
effective freatment or vaccines for the Novel Coronavirus disease.
However, there is caulious optimism that the global growth
contraction would reverse to positive growth path by 2021, as the
pandemic is contained, potential treatment found, and restrictions

on business activities are ited by most economies.

The Committee reviewed developments in the global and
domestic economic environment in the first half of 2020 and
evaluated the monetary policy optlions to address these

challenges.

Ten [10) members of the Committes were in attendance.
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Global Economic Developments

Global output growth weakened further, as a result of the persistent
headwinds from the COVID-19 pandemic. These headwinds
comprised: persisting decline in global aggregate demand and
supply: disruptions in global supply chain and trade; rising sovereign
and corporate debts; heightened financial market vulnerabilities;
low prices of crude oil and other commodities; and rising

unemployment.

The Committee noted, with concem, the IMF's further downgrade
of global economic contraction to -4.2 per cent from -3.0 per cent
in 2020. The downward revision was based primarily on the
amplified negative impact of COVID-19 pandemic on many
advanced and emerging market economies, as they witnessed
extended lockdown periods and restrictions on economic

activities.

The Committee noted the general optimism of a V-shaped global
growth trajectory due to the expected early abatement of the
pandemic and the gradual resumption of economic activities.
However, the Committee believes that global recovery, while
assured for 2021, is more likely to be a U-shaped one. In this regard,
it is not surprising that the recovery has been revised dowmnwards

from 5.8 per cent to 5.4 per cent in 2021.

The Committee observed the continued downward trend in
inflation in most Advanced Economies, particularly below the 2.0

per cent long-run target, despite the huge monetary and fiscal
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stimulus injections during the period. The Committee, however,
noted that as the lockdown eases across the advanced
economies, aggregate demand is expected to strengthen and
inflation would pick up to support the expected ocutput growth.
Across the Emerging Markets and Developing Economies (EMDEs).
the Committee observed the divergent inflation trends, with most
developing commeodity-exporting countries recording increase in
inflation compared with other more diverified economies. This
development had inadvertently exerted significant pressure on the
exchange rates of these economies as the pass-through fo

domestic prices has been amplified.

The Committee observed that the unprecedented increase in
public spending to support households and businesses, in the wake
of the pandemic, may spur inflationary pressures in some
economies, as the supply shortfalls struggle to meet up with the

demand build up.
Domestic Economic Developments

Available data from the National Bureau of Statistics (MBS) showed
that real Gross Domestic Product (GDP) grew marginally by 1.87 per
cent in the first quarter of 2020 compared with 2.55 and 2.10 per
cent in the preceding and comesponding quarters of 2019, The
performance was largely driven by the 5.06 per cent growth in the
oil sector and 1.55 per cent growth in the non-oil sector. The decline
in output growth in the first quarter was largely atiributed to the twin
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effect of the decline in oil prices and the shocks from the Covid-1%

pandemic.

The Committee observed the gradual, but persistent decline in the
Manufacturing and non-Manufacturing Purchasing Manager's
Indices (FMI), below the benchmark. The Manufacturing PMI
declined to 41.1 index points in June 2020 from 42.4 index points in
May 2020. Conversely though, the non-manufacturing PMI
improved to 35.7 index points in June 2020 from 25.3 index points in
May 2020. The trend in the manufacturing and non-Manufacturing
PMI was attributed, largely, to: slower growth in production levels;
new domestic orders; employment rate; raw maternals supply: and
new export orders. The Committee noted the staff forecast of 1.03
per cent contraction in growth in Q2 2020, on the back of the

continued adverse impact of the pandemic on the economy.

The Committee expressed concern over the persistent, albeit
marginal, uptick in inflation for the tenth consecutive month, as
headline year-on-year inflation rose to 12.56 per cent in June 2020
from 12.40 per cent in May 2020. The increase in headline inflation
was largely drnven by the increase in both food and core inflation,
which rose marginally to 13.18 and 10.13 per cent in June 2020 from
15.04 and 10.12 per cent in May 2020, respectively. The Commitiee
noted the confribution of the legacy structural factors in the
persistent uptick in inflationary pressure. These factors included:
disruptions to key supply channels due to security challenges from
herder-farmer clashes, banditry/kidnapping. inadequate
transportation outlay, epileptic power supply, and low
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technological adaptability. These factors have compounded the

supply chain challenges.

The Committee reiterated the need for a robust fiscal policy
strategy to attract private investment and capital, to finance the
huge infrastructure deficit in Migeria, and strengthen the existing

initiatives by the federal government and the CBN in this direction.

The Committee recognized the supportive developmental roles of
the CBN towards addressing some of these structural issues. The
MFC specifically expressed optimism on the future impact of NS0
billion Household and SME facility, out of which N42.195 bilion has
been disbursed, to over 92,000 beneficiaries. The NI100 bilion
healthcare and NI1.0 frllion manufacturing and agricultural
intferventions to support the rebound in growth from the impacts of
the pandemic on the economy. The Committee further
commended the CBMN coordinated CA-COVID - Private sector
intervention scheme - which had mobilized over N32 bilion to
support the economy, lives and livelihoods. The Committee noted
that the CBMN had disbursed over NI1532.% bilion to the
manufacturing sector to finance 61 manufacturing projects and
another N%3.4 billion to the Healthcare sector, amongst many other

sector-specific facilities.

The Committee is hopeful that upon further drawdown of these
intervention facilities, the much needead reset and rebound of the

Migerian economy will become a reality.
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The Committee noted that broad money supply (M3) grew by 1.64
per cent in June 2020 from 2.72 per cent in May 2020, largely due
to increases in Net Domestic Assets (NDA) and Net Foreign Assets
(MFA). The growth in M3, however, remained well below the
indicative benchmark of 13.0% per cent for 2020.

Aggregate domestic credit (net) grew by 5.16 per cent in June 2020
compared with 7.47 per cent in May 2020, The Committee
commended the CBN Loan-to-Deposit Ratico [LDR) initiative to
address the credit conundrum as the total gross credit increased
by N3.33 trillion from N13.56 frilion at end-May 2019 to N18.20 ftrillion
at end-June 2020. These credits were largely recorded in
manufacturing, consumer credit, general commerce, and
information and communication and agriculfure, which are

productive sectors of the economy.

Money market rates remained relatively stable in the review period,
reflecting the prevailing liquidity situation in the banking system. The
monthly weighted average Inter-bank call and Open Buy Back

(OBB) rates increased to 5.75 and 11.31 per cent, respectively, in

June 2020 from 5.22 and 3.80 per cent, respectively in May 2020.

The Committee welcomed the modest recovery recorded in the
equities market as the All-Share Index [ASl]) and Market
Capitalization (MC) increased by 6.33 and 6.44 per cent, on April

30 and June 30, 2020, respectively. The modest improvement

reflected the resumption of business activities which spurred
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market confidence, as Government commenced gradual ease of

the lockdown.

The Committee noted the decrease in NFLs ratio to 6.4 per cent at
end-June 2020 from 7.4 per cent in the comesponding period of
2019, on account of increased recoveries, write-offs and disposals.
The Committee expressed confidence in the stability of the banking
systern and urged the Bank to monitor the compliance of DMBs to
its prudential and regulatory measures to sustain the soundness and

safety of the banking industry.

In light of the Bank's contfinued effort to find innovative ways of
using local resources to diversify the sources of the country’s Foreign
Exchange Feserves, the Committee welcomed the decision of the
Ceniral Bank of Nigera to develop a Gold Purchase Framework
under the Federal Government’s Presidential Artisanal Gold Mining
Development Initiative. The standardised gold bars, which would
be purchased in Maira from Migerian miners and refiners would not
only create thousands of jobs for the artisans, but would provide a
new sources of foreign exchange accretion to our reserves, and

ensure the strength and stability of the Naira.

The Committee also commended the Federal Government for the
approval to establish a CBM-led Infrastructure Development
Company, which will leverage local and international funds for
rebuilding of critical infrastructure across the country. This entity,
which will be wholly focused on Nigeria and Nigerians alone will be
co-owned by the CBN, the Africa Finance Corporation (AFC) and

the MNigera Sovereign Investment Authority (M3IA), but exclusively
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managed by an Independent Infrastructure Fund Manager (lIFM)
that will mobilize local and foreign capital to support the Federal
Government in building the fransport infrastructure required to
move agriculture and other products to processors, raw materials
to factories, and finished goods to markets. The sum of M1.3 trillion is
projected over 5 years for the initial run. The Committee noted with
safisfaction the CBN's immediate work on the updates and

fimelines for the establishment of this much-needed entity.
Outlook

The outlock for the global economy remains weak. The IMF's earlier
expectations that the coronavirus pandemic will wane by the end
of the second quarter of 2020, as economies implement the various
prevention protocols, were not achieved. Several countries
witnessed a second outbreak after the initial ease in lockdown. This

necessitated the IMF's downgrade of cutput growth forecast for

both 2020 and 2021.

The slow recovery in ocil prices, and its attendant wvolatility, is
projected to contfinue in 2020 and well into 2021. This would further
dampen recovery prospects, parficularly for most cil-exporting

countries.

With many central banks, in the advanced economies, exhausting
their conventional monetary policy headroom, unconventional
monetary policy tools would frigger global liquidity surfeit, with

consequences for many emerging market and developing
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economies, including, volatility in intermational financial systerm and

markets.

Provisional data on key domestic macroeconomic wariables
indicate that the Nigerian economy may record negative quarterly
GDP growth in the 2rd quarter of 2020, but there is cautious optimism
that the year may end in marginal negative temtory, with strong

recovery prospects in 2021.
The Committee’s Conziderations

The Committee’s considerafions were guided by the

developments in the global and domestic economic environment.

The MFPC noted that the curent coordinated efforts by the Federal
Government to contain the COVID-19 pandemic would reposition
the economy on a sustainable path of rapid recovery. The
Committee welcomed the government's articulated fiscal stimulus
to cushion the impact of the pandemic on households and
businesses, through warious palliatives and fiscal incentives and

reiterated the need for effective and timely implementation.

The MPC expressed the utmost need for both the monetary and
fiscal authorities to collaborate, for the optimal synergy for
measures targeted at reviving the economy. The Committee called
on the government fo sustain its efforts at divemifying revenue
sources and ensure fiscal prudence, particularly, with the use of the
recent grants and multilateral concessionary loans. The Committee
encouraged the adoption of counter-cyclical fiscal policy

framework to shield the economy from persistent revenue shocks.
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The MFPC noted the Bank's overarching commitment to maintaining
price stability and encourage the Bank to sustain the cument
measures targeted at moderating inflation, including addressing

some of the supply-side structural challenges.

The Committee urged the Bank to confinue to give particular
attention to its mandate of exchange rate stability, given the
recent wvolatility in the international financial system, to avoid

excessive demand pressures in the foreign exchange market.

The MPC commended the Bank on its efforts in sustaining the
soundness and resilience of the financial system, particulary, in the
face of severe economic challenges. The Committee noted the
Bank's drive to accelerate credit growth to the private sector,
especially to micro, small and medium scale enterprises and the
recent monetary stimulus packages to households and businesses

affected by the pandemic.
The Committee’s Decision

The Committee reviewed the policy options before it and argued
that the option of tightening at this fime would contradict the noble
initiative of expansion of affordable credit to the real sector, noting
that this would heighten the cost of production which will translate
to higher prices of goods and services and harder economic

condition for people.

On the other hand, loosening monetary stance would provide the
desired succour for stimulating ocutput growth and rapid recovery,

but with implications for domestic private investment and capital
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mobilisation to support the huge domestic financing gap. Further
cut in MPE may not necessarily lead to a comesponding decrease
in market interest rate, considering the curent economic
challenges. The Committee was also mindful of the cut in policy
rate at the last MPC meeting and the need to allow time for the

transmission effect to permeate the economy.

Given the plethora of monetary and fiscal measures recently
deployed to address the impending economic crisis, following the
COVID-1% outbreak, it would be a relatively cautious option to hold,
in order to evaluate the effectiveness of these tools at addressing
the cumrent challenges, particularly with the mounting uncertainties

within the domestic economy, as well as the external vulnerabilities.

After reviewing the three options, the MPC noted that the
imperative for monetary policy at the May 2020 meeting was fo
strike a balance between supporting the recovery of output growth
and reducing unemployment while maintaining stable prices. The
Committee noted at this meeting that the economic fundamentals
have marginally improved by the end of June 2020, following the
gradual pick-up of economic activities as the positive impacts of

the various interventions permeate into the economy.

As a result, the Committee noted that the earlier downward
adjustment of the MPE by 100 basis points to 12.5 per cent to signal
the loosening monetary policy stance is yielding positive impact as
credit growth increased significantly in the economy. The
Committee also noted the positive impact of the varicous fiscal and

monetary interventions on households, SMEs and manufacturing
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sectors. The Committee also noted that increasing MPR at this stage
will thus be counter-intuitive and will result in upward pressure on

market rates and cost of production.

In view of the foregoing, the Committee decided by a majority vote
to retain the Monetary Policy Eate [MFE) at 12.5 per cent and to

hold all other policy parameters constant.

The Committee decided by a vote of eight members to Hold and
two members voted to Reduce MFPE. All members voted to retain

all other policy parameters.
In summary, the MPC voted to:
l. Retain the MPR at 12.5 per cent;

Il. Retain the asymmetric comdor of +200/-500 basis points around

the MPE;
lll. Retain the CEE at 27.5 per cent; and

IV. Retain the Liquidity Ratio at 30 per cent.

Thank you.
Godwin |. Emefiele
Governor, Central Bank of Nigeria

20 July, 2020
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CENTRAL BANK OF NIGERIA COMMUNIQUE NO. 130 OF THE MONETARY
POLICY COMMITTEE MEETING HELD ON THURSDAY 28t%h MAY 2020

The Monetary Polcy Committee (MPC) met on 28% May, 2020 in an
environment of severe macroeconomic shock caused by the fatal spread of
the Movel COVID-1? Pandemic, which first started as a health cnsis in
December 20019 in China and qguickly momphed info a global economic crisis in
the ensuing months. The pandemic induced economic shock 5 mainhy
charactensed by disruptions to the global supply chain, on account of the
mifigating measures put in place by vanous govemments to contain the
spread of the disease. The effects on the glokbal economy hove been
unprecedented and indeed severse. These include significant stock market
crashes; exchange rate volatilities; Asing corporate and public debt; nsing
levels of unemployment; tightening financial conditions; capital flow reversals;

and negative shocks to commodity prices, to mention a few.

Under thiz penod of economic cnsis, the Commiffee assessed the

developments in the glokal and domestic economic environments in the first
five (2] months of 2020, and the outlook for the rest of the yvear. Ten (10)

members: of the Committes were in attendance.
Zlobal Economic Developments

The Committee reviewed developments in the global economy, noting the
swift and widespread monetary and fiscal stimulus responses o mitigate the
economic cnsis and avoid economic recession. They observed that since the

duration of the pandemic iz unknown. forecasts for alobal arowth orolection
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for 2020 differs amongst institutions and centfral banks. While the IMF output
growth forecast for 2020 was downgraded by 3.0 per cent in 2020, compared
with an initial growth projection of 3.3 per cent, the forecast by the
Organisation for Economic Co-operation and Development (OECD) showed
a moderation in global output growth from 2.9 per cent in 2019 to 2.4 per cent
in 2020 and 3.3 per cent in 2021. Maost central banks in Emerging and
Developing Economies (EMDEs) have mixed forecasts, reflecting the intensity
of the demand and supply shocks, as well as the effectiveness of the mitigating

measures and stimulus by their monetary and fiscal authonties.

The MPC noted that inflation in most Advanced Economies remained largely
below their 2.0 per cent long-run targets. This was partly due to supressed
aggregate demand, occasioned by the lockdown, with resulting low
expectations of future income, forcing spending to be directed to only

essentfial goods and services.

The Committee, however, noted that, although, recent monetary decisions in
mast advanced economie: had been accommodative, portfolio  flow
reversals from Emerging and Developing Economies had continued, indicating
general rebalancing of portfolios toward cash and gold as safe assets by
investors. This development has resulted in renewed pressure on exchange
rates of some Emerging and Developing Economies with a likely pass-through
to their domestic prices. In addition, a lkely medivm-term impact of these
synchronzed liguidity injections and other forms of monetary accommodation
i5 the compounding of the already huge global corporate and public dekbt

portfolios which may result in a spike in global debt post-COVID-19.
Domestic Economic Developments

Available output data from the National Bureau of Statistics (MBS) showed that
real Gross Domestic Product (GDP) grew by 1.87 per cent in the fist quarter of
2020 compared with 255 and 2.10 per cent in the preceding and
commesponding quarters of 2019, respectively. This was dnven largely by 5 06 per
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cent growth in the oil sector and 1.35 per cent in the nonoil sector. The
economy, however, expanded by 2.27 per cent in 2017, the most since 2015,

compared to 1.91 per cent in 2018.

The Manufacturng and non-Manufacturing Purchasing Manager's Indices
(PMIz) declined significantly to 42 4 and 25.3 index points, respectively, in May
2020, compared with 31.1 and 47 _2 index points in March 2020. The contraction
in the manufacturing and non-manufactunng Phls was attnbuted to slower
growth in production, new orders, employment level, raw materals and input
prices. The employment level index for the maonufoacturing and non-
manufactunng PMlz alzo contracted further to 255 and 320 index points,
respectively, in May 2020 compared with 47.1 and 47.3 index points in March
2020, Generally, the purchaszing managers' activiies in May 2020, were largely
affected by the lockdown of the global economy to curtail the spread of the
COVID-19 pandemic.

In the light of the above developments, the Monestary Policy Committes
commended the Bank's effort on the recent measures put in place to mitigate
the economic impact of the twin shocks on the Migenan economy. The
Committee expressed support for the sustenance of the broad-based stimulus

and liguidity facilities to curk the advense effects of the shocks.

The Committee also noted with concem the peristing uptick in inflation for the
eighth consecutive month as headline inflation (vear-on-yvear] rose to 12,34 per
cent in Aprl 2020 from 12248 per cent in March 2020. The uptick largely
reflected the increase in both the food and core components, which rose to
1503 and 7.728 per cent in Aprl 2020 from 14928 and ?.73 per cent in March
2020, respectively. The MPC noted that the recent increase in inflationary
pressure was largely due to a combination of factors including; disruptions in
supply chain owing to restrictions on inferstate fravels; reduced domestic
supply of foreign exchangs; confinued impact of deterorating domestic
infrastructure; and spillover effects of the Poandemic on global supplies,

amongst others. Against this background, the Committee emphasized the
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need to sustain measures alreaody put In place to mantain price stability. It
noted that as the supphly of goods and services increase, following the gradual
easing of the lockdown and return of economic activities, there would be

increqse in aggregate supphy.

On monstary aggregates, the Committee noted the marginal growth in broad
money (M3) to 2.66 per cent in Aprl 2020 from 2.42 per cent in Marnch 2020,
largely due to iIncreaszes in Met Domestic and Foreign Assets. The growth in M3
was, however, significantly below the indicative benchmark of 13.07 per cent
for 2020. Aggregate Net Credit also grew significantly by 507 per cent in Apnl
2020 compared wath 470 per cent in March 2020, although this remained
below the indicative benchmark of 15685 per cent for the year. The
Committes, therefore, observed that there was relative scope for increased

money supply fo fund economic activities and boost output recoverny.

In the review period, money market rates remained relatively stakble reflecting
the prevailing high guidity condition in the banking system. Accordingly,
weighted average Inter-bank call and Open Buy Back (OBB) rates decreased
to ¥.33 and 5.52 per cent in Apnl from 1027 and 11.78 per cent in Marnch 2020,

respectively.

The Committes observed that though the equities market was largely bearish
in the first quarter of 2020, moderate improverment continued to be recorded
since the begnning of the second guarder. Conseguently, the All-Share Index
(A5l and Market Caopitalzation (MC) increased by 18.33 per cent a piece,
betwesen end-March 2020 and Moy 22, 2020, Thiz oullish trend reflected
improved investor sentiments in response to the mitigaoting mmeasures
infroduced at the onset of the pandemic by the monetary and fiscal
authonties and positive ouflook in the globkal ol market. The MPC expressed
confidence that the curent monetary and fizcal policy measures would further

strengthen investor confidence.

The Mon-Performing Loans (MPLs) ratio decreased to 6.58 per cent at end-Apnl
2020 compared with 1025 per cent in the comesponding perod of 2019 due
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largely to recovenes, wrte offs and disposals. The development was adjudged
by the Committee as a sign of reasonable stability in the banking system and
urged the Bank to maintain its toclkt of prudential and regulatory measures to

ensure that NPLs stay below the prudential benchmark of 5.0 per cent.
Outlook

The overall medium-term outlook for the global economy remains broadly
uncertain as the COVID-19 pandemic and associated containment measures
contfinue to disrupt normal economic activities across the globe. The global
economy remains largely confronted with several headwinds, some of which
include: weak aggregate demand due to declining consumer and investor
confidence; disruption in global supply chains; shocks to ol and other
commodity prces; continued lull in global financial markets; adverse shocks to
global capital flows; as well as nsing corporate debt in the advanced
economies and public debt in some BEmerging Market and Developing

Economies.

Availaoble data on key macroeconomic variables in the domestic economy
indicate that the economy achieved a positive output growth dunng the first
qguarter of 2020. The Committee noted that even if the lag effects of COVID-19
result in a low negative output growth in the second quarter of 2020, it could
guickly be revened to avoid a recession by Q3 2020 based on the far-reaching
measures taken by the monetary and fiscal authonties to mitigate the
combined effects of the COVID-19 pandemic and oil price shock. Projections
by both the IMF and Federal Government indicate that the economy would
confract in 2020 by -3.40 per cent. Given more recent developments,
however, CBM 5taff projections indicate a somewhat less pessimistic range of
confraction. This forecast 5 undedined by the measures to curtail the rapid
spread of COVID-19; improvement in crude oil prices which stood at about
US$34.8 per barrel as at 28% May 2020. The moderate recovery in crude oil

prices would reduce the pressure on the external reserves and govemment
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revenue. Headwinds to growth, however, remains the legacy issues of the

persistent infrastructural and secunty challenges.

The Commiltee’s Considerations

Central to the Committee's considerations were the impact of the COVID-19
pandemic, the ol pnce shock and the likely short to medium-termn
conseqguences on the Nigenan economy. In particular, the Committes
acknowledged the gradual improvement in macroeconomic varnables
particulary the improvement in the equiies market, the containment
measures of the COVID-19 induced health cnsis, as well as, the impact of the

increase in crude oil price on the external reserves.

The Committee noted the stability in the banking system shown by the increase
in total asset by 18.8 per cent and total depaosits by 25.52 per cent (year-on-
year). The performance of the Loan-to-Deposit Ratio (LDR) policy which was
infroduced in July 2019 showed that total credits increased by MN3.1 trllion or
2045 per cent, with manufacturnng, retal & consumer loans, general

commerce and agnculture as major beneficianes.

The Committee recognised that under the N100 bilion Healthcare Sector
Intervention Fund, the Bank has approved and disbursed M10.15 bilion for
some projects for the establishment of advanced diagnostic and health
centres and the expansion of some phamaceutical plants for essential drugs
and intravenous fluids. As part of the Nltrllion intervention targeted ot
Agrnculture and Manufactunng firms, the Bank has disbursed N73.2bn under
the Real Sector Support Fund to boost local manufactunng and produchon
across cntical sectors. This consists of over 44 greenfield and brownfield
projects. The Bank has also approved N10.2 bilion to 14,331 beneficiarnes under
the N30 bilion Targeted Credit Facility for households and 5ME's, out of which

M4 1billion has been disbursed to 5,848 successful beneficianes. The Committes

directed Management to reach out to the banks to encourage them to offer
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and disburse these funds to those prionty sectors of the economy so as to

stimulate aggregate demand and create more jobs.

The MPC appraizsed the Federal Government's resolve to maintain the core of
its spending plans for 2020 as this remained vital for the attainment of the
much-needed economic recovery. |t also applauded the govemment's
efforts ot revising the ol pnce benchmark downwards to reflect prevailing
conditions. [t reiterated the urgent need for the Government to improve tax
collections, through a gradual, but purposeful diversification of the economy's
revenue base. The Committes also urged Government to remain focused on
the implementation of the revised 2020 - 2022 Medium Temn Expenditure

Framewaork [MTEF] as the basis for sustainakle fiscal policy.

The MPC emphasized the need for Government to work towards o gradual
reopening of the economy in ine with recommendations of the Presidential
Task Force (PTF) and advice from medical expers, insisting that efforts must be
directed at saving not only lves but also velihoods. This 5 to enable the
resumpfion of economic activities necessary to stimulate growth, accelerate
the pace of recovery and restore ivelihoods, paricularly the vulnerable in our

sociehy.

On prices, the MPC expressed concemn about the heightened inflationarny
pressure affnouted to a combination of monetary and structural factors. While
price stability remains the Bank's primmary mandate, the Committee expressed
the need for a balanced approach in supporting growth in the face of nsing

domestic pnces.

With respect to output, the Committee urged the Federal Government to
continue explonng opfions of partneship with the pavate sector to fund
investment in infrastructure. This would aid employment generation, support
production and boost cutput growth. The Committee also reiterated the need
for foreign and domestic investments to support growth in key sectors of our

economy, including Migernan auto manufactunng, aviation and rail industries.
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The Committee expects that on the backdrop of the vanous stimulus packages
and increased credit ot lower interest rates, the impact of the COVID-1%
pandemic would be relatively less severe than had earlier been expected and

the reversal in growth deceleration would become more optimistic.

The Commiftee commended the Bank's role in effective oversight of the
banking system, os evidenced by the relative stability in key financial
soundness indicators and systemic resilience of the banking sector, in the face

of severe external shocks.

On the choice before the Committee, the MPC observed the weakening of
the global macroeconomic environment due to the adverse impacts of
COVID-19 and drop in crude oil prces, which has resulted in negative output
in most economies. The MPC also feels that the logical expectation is that to
ensure that the global economy reverses from the recession timely, what policy
makers must do s to take actions that will necessanly stimulate growth and
recovery. For Migena, although the Q1 2020 GDP tumed out pleazantly at 1.87
per cent and rate of inflation somewhat moderated, Migera may escape a

recession if concerted efforts are sustained fo stimulate output.

Accordingly, on balance on whether to hold, loosen, or tighten, the MPC was
of the view that tightening of policy stance is for now inappropnate. This is
because tightening will result in further contraction of oggregate demand,
leading to decline in output. Tightening will also increase cost of credit and

reduce investment and impact negatively on output growth.

Az regards the option of holding previous policy stance, the MPC felt that a
hold may indicate that the monetary authonties are insensitive to prevailing
wedak economic conditions. There is, therefore, the need to signal a direction
towards immediate recovery. The Monetary Policy Committee also feels that
a hold decision may slowdown the frajectory of the weakened economy,

compared with a loosening stance, thereby slackening output growth,
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On loosening, whereas the Monetary Policy Committee B concemed that
excess iguidity engendered by loosening may overshoot the economy's
absorptive capacity and accelerate inflationary pressure, it nevertheless feels
that gven the slow rate of acceleration of inflation, the accommodative
stance will stimulate aggregate demand and supply in the short term. This is
because an accommodative stance, through a lowenng of the policy rate will
sfimulate credit expansion to crtically imporant sectors that will also stimulate

employment and revive economic activity for quick growth recovery.

The MPC noted that if all stimulus packages already announced by the Bank
such as concessionary rates, loan restructunng, and targeted loans fo
agrnculture, manufacturing and health sector are well utilized, this will produce

the desired impetus needed to boost economic recovery in Migena.

The Committee’s Decision

After reviewing the three options, the MPC noted that the imperative for
monetary policy at the May 2020 meeting was fo sinke a balance between
supporting the recovery of output growth while maintaining stable price
development across inflation, the exchange rate and market interest rates. To
thiz end, the Committee noted that the Cash Eeserve Requirement (CRE) was
recently adjusted upwards as a means of tightening the stance of policy. In its
response to the COVID-17 pandemic, however, the Bank reduced inferest
rates associated wath all CBN interventions from 2 to 5 per cent. Increasing MPR
at this stage will thus be counter-intuitive and wall result in upward pressure on

retail market rates.

The Committee maintained that although a sharp decline in output growth is
expected in Q2 2020 and maybe the third quarter, if the current stimulus
initiatives are properly implemented, the economy would reverse to positive
growth by the fourth quarter. Hence the optimism on the part of the

Committee that the economy may not slide into recession.
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In view of the foregoing, the Committee decided by a unanimous vote to
reduce the Monetary Policy Rate [MPR) and to hold all other policy parameters
constant. Seven [7] members voted for a reduction of the policy rate by 100
baszis points, two (2] members by 150 basis points and one (1) member by 200
basis points.

In summary, the MPC voted to:

|. Reduce the MPR to 12.5 per cent;
Il. Retain the Asymmetnc Comdor of +200/-300 basis points around the MPR;
lll. Retain the CER at 27.5 per cent; and

V. Retain the Liquidity Ratio at 30 per cent.

Thank you.

Godwin |. Emefiele
Governor, Central Bank of Migena

288 May 2020
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CENTRAL BANK OF NIGERIA COMMUNIQUE NO. 129 OF THE MONETARY POLICY
COMMITTEE MEETING OF MONDAY 230 AND TUESDAY 24™ MARCH 2020

The Monetary Policy Committee (MPC) met on the 23 and 24t March 2020,
amidst heightened uncertainty in the global macroeconomic environment
ansing from major disruptions associated with the outbreak of the Coronavirus
Disease (COVID-17) and the oil prnce war behwveen Sauvd) Arabia and Bussia.
The Committee assessed the developments in the global and domestic
environments in the first guarter of 2020 and the outlook for the rest of the year,
including the threats to capital flows, growing vulnerabkilities across global
financial markets, the probability of o global recession, risks to price and
financial stakility as well as the guick intervention by central banks to restore
normalcy, with guidance for further acton. Ten (10) members of the

Committee were in attendance at this meefing.
Global Economic Developments

The Committee noted with concemn, the combined demand and supply
shocks to the global economy ansing from the outoreak of COVID-19 and the
oll prce war between Saudi Arabia and Russia. It also noted the weakening
perfomance of global output growth since Januwary 2020, reflected in losses in
global stock values; declining pnmary commaodity prices, disruphtions to the
global supply chain associated with large scale global lockdown of mega
metropoles and whole countries; and social distancing. Also, there has been
adverse shocks to global capital flows; vulnerakilities and uncerainties in
mojor financial markets; as well as nsing corporate debt in the advanced

economies and public debt in some EBEmerging Market and Developing
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Economies (EMDEs). Consequently, global output growth in 2020 is projected

to fall significantly below the initially projected level of 2.3 per cent.

Inflation in the advanced countries continues to trend below long run targets,
except in the United States, especially in the ight of prevailing headwinds and
heightensed global uncerainties. Central banks in the Advanced BEconomiss
howve thus engoged in o coordinated approach with peers fo embrace
guanttative easing across every sector, notably in fransportation, travel and
tounsm, health and sethng up of social safety net funds, to stem the IMmpact of
these headwinds on aggregate demand and supply chains. In the EMDES,
price developments remained mixed with vpward inflationary pressure in some

of the key economies.
Domestic Economic Developments

Data from the Mational Bureau of Statistics (MB3) showed that growth in real
Zross Domestic Product (GDP) contfinued to improve in @4 of 2019.
Consequently, real GDP grew by 2.55 per cent in the fourth guarter of 2019,
compared with 2.25 and 2.38 per cent in the preceding and comesponding
qguarters of 2019 and 2018, respectively. Growth in Q4 2017, was driven largely
by the strong performance of the oil sector, which grew by .36 per cent,
though lower than &6.4% per cent recorded in the previous quarter, while the
non-oill sector grew by 227 per cent. The Manufactunng and Mon-
tMaornufactunng Purchasing Managers' Indices [PMI) expanded, though at a
lower rate in February 2020, for the 353t and 34t consecutive months to 583
and 58.6 index points, respechvely. Staff projections indicate that real GOP in
Q21 and Q2 2020 will dow because of the tepid global demand, resulfing from
the recent outbreak of COVID-17, depressed global aggregate demand and
supply, and the oil price war which has resulted in supply glut and decline in
crude ol prAces. This muted outlock for the first half of the yvear may thus,
dampen overall growth prospects for 2020, To mitigate this frend, the Bank took
decisive acfion to safeguard the MNigenan financial system and the economy

from the emerging headwinds. The key policies include: provision of extended
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moratorium on loans by an additional 1 year beginning from March 2020. This
is to ease pressure on loan repayments. The Bank also reduced interest rates
from 7 to 5 per cent on ifs exishng intervention programmes over the next one
year; created a N30 billion fund to support households and Small and Medium
Enterpnses (SMEs) affected by COVID-19; introduced credit support for the
healthcare sector; infroduced regulatory foroearance to consider temporary
and fime-imited restructunng of loan terms and tenors to households and
businesses affected by COVID-19, and strengthened the loan-to-deposit ratio
(LDR) policy. The Bank also announced an intervention fund of N1.1 tnllion fo
cushion the advere effects of the Coronavirus outbreak on the economy. The
surn of N1.0 trllion from this amount will be used o support local manufacturing
to boost import substitution, while the balance of N100 bilion will be used fo
support the health services sector and products through the provision of loans
to the phamaceutical companies, hospitals and other health practiioners fo
build new hospitals and health facilities or expand existing ones to first class
health centres. This is in addition to the M1_5 trllion private sector dnven Infraco
Project fund, designed o target the construction of crntical infrastructure across
the country. In addition, pharmaceutical companies would be assisted
through loan interventions to re-establish drug manufactunng firms in Nigena
and curtail the spread of the corona virus. In summary, it is expected that
through these interventions, about N3.5 trillion would be injected as stimulus fo

support the Migenan economy dunng this tnang fime.

The Committee noted the continued uptick in headline inflation (yvear-on-year)
for the sxth consecutive month to 12.20 per cent in February 2020 from 1213
per cent in the previous month. The increase in inflation, was largely atinbuted
to increases in the food and core components, which rose to 1490 and 9.43
per cent in February 2020, from 1485 and 935 per cent in January 2020,
respectively. This was dnven by shocks to food prnces associated with renewed
insurgency in major food producing areas of the Country and persisting

infrastructural deficits.
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The MPC observed that broad money supply (M3) contracted for the second
consecutive month by 2.29 per cent (yvear-to-date) in February 2020, reflecting
the decline in Met Foreign Assets and Met Domestic Assets. Specifically, the
confraction in M3 was driven primarly oy a decline in securfies other than
shares and curency outside depository corporations in the review penod. Met

Aggregate Credit, however, grew by 134 per cent in February 2020.

The Committee noted with saftisfaction the growth in aggregate credit by
M2 35 trillion since the incepfion of the LDR policy, reflecting the potency of the
policy and thus urged the Manogement of the Bank to sustain the curent
momentum of improved flow of credit to the prvate sector in Migena. It
emphasized the need for coordination with the fiscal authonfies, to strengthen
access to credit to some crfical sectors of the economy, including the weak
and vulnerable population, particulady those in the informal sector through the
getting up of a special fund, as well as support the enforcement of credit
recovery. Accordingly, sectoral distroution of credit between end-May 2017
and end-February 2020 was oz follows: Manufactunng [(M3323.04 billion);
Seneral Retal and Consumer Loans (N380.71 billion); General Commerce
(MZ29 87 bilion); Agriculture, Forestry and Fishing (M1463.04 billion); Infomation
and Communications [(M163.6%F billion); Fnance and Insurance [M131.20
billion); Construction (M112.25 billion); and Transportation and Storage (M45 .42

billion), amongst others.

The Committes noted the dismal performance in the equities market as the
All-5hare Index [(AS]l) decreased by 17.30 per cent and Market Capitalization
(M) by 10.73 per cent between end-December 2019 and March 20, 2020, The
decline was largely attibuted to profit taking and divestment by foreign
portfolio investors, the delisting of shares of three guoted companies and

capital outflow associated with the COVID-19 and subdued global economic
activity.

The MPC noted the continued resilience of the banking system, evidenced by

the further moderation in the raftio of Mon-Performing Loans (MPLs) from &.5%
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per cent in January to 4.34 per cent in February 2020, Although the ratio
remained above the prudential benchmark of 5.0 per cent, the Committee
expressed confidence in the Bank's regulatory regime and commitment to

raintaining stakility in the banking system.
Ovtlook

The overall medivm-temn outlook for the global economy remains uncerain
with increased deteroration in financial market conditions and weak global
output growth. The major headwinds to the cumrent projecton for global
growth includes: disruption o the global supply chain ansing from the COYID-
19 pandemic; ol price downtumn o a result of subdued global demand,
vulnerakilities in major financial markets; nsing corporate debt in the advanced
economies and public deot in some Emerging Market and Developing
Economiss; as well as brood uncerainties leading fo adverse shocks to foreign

investment flows.

On the domestic front, avalable data on key macroseconomic vanakbles
indicate the likelihood of subdued ocutput growth for the Migenan economy in
2020, Based on the current downtum in oll prices, staff projections indicate that
output in the 2020 would be less thon eadier envisaged. The major downside
nsks to this oullook, however, include: the continued spread of COVID-19;
further decline in crude ol prces and the reduction in accretion to external
reserves; reduced government revenue leading to weak aggregate demand;
declining non-cil receipts; as well as infrastructural and securty challenges.
These headwinds will, howesver, be partly mitigoted by: the ftmely and
effective response of the monetary and fiscal authonties in containing the
spread of the COVID-17 viral infection, the recalibration and adjustrent of the
2020 Federal Budget to the revised thresholds while peoging expenditure to
crntical sectors of the economy, adoption of a new fiscal regime to encourage
the build-up of fiscal buffers; sustained CBM interventions in selected sectors;
enhanced flow of credit to the real sector and deliberate policies o diversify

the Migenan economy.
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The Committee’s Considerations

The Committes reviewed the prevailing adverse conditions in the global
economy such as the COVID-17 pandenic and the ol price shock as well as
the likelhood of continued oil supply glut into the near future, focusing on the

impact of these headwinds on the Migenan economy.

The Committee observed that not only will the COVID-19 pandemic result in
health crises, it will also result in massive economic cnses that will force many
countnes info recession, iIncluding the leading industnialised countries. The MPC
took info cognisance the impact of the decline in il prices on accretion fo
external reserve: and the emergence of exchange rote pressurses. The
Committes thus commended and endorsed the Manogement of the Bank for
its prompt response with the adjustment of the exchange rate to uniform
market rates and the removal of distortions. It, however, took note of the likely

impact of the exchange rate adjustment on the economy.

The Committee noted the weakened revenue posifion of the Federal
Sovernment, ansing from the sharp drop in oil prices. It reiterated the need for
government to urgently reduce relaonce on ol revenue by gradoally
diversifying the economy and improving tax collection. To this end, the MPC
noted the speedy response of the Federal Government to the oil price shock
by the revision of the 2020 budget downwards by N1.5 trillion and the il price
benchmark to UsS$30 per bamrel. The MPC urged the MASS to fully cooperate
with the Federal Government in coming up with a budget that reflects our new
realities. In addition, the Committee noted the introeduction of price
modulation measures, resulting in reduction in the pump price of PMS from
M145s to M125 per litre and s contnbutory effect In boosting aggregate
demand, lowering inflafion and improving the welfare of the ordinary

Migenans.

The MPC further noted the pemistence of inflationary pressures attnbuted to a

combination of monetary and structural factors, and thus urged the Federal
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Sovernment to leverage on Public Private Paornership (PPP) to intensify
investrment in infrastructure to increose output and employment. The
Committes cited the potentials for Forsign Direct Investment (FOI) flows to the
Migenan auto manufacturing, aviation and rail industnes, which could take

advantage of these viable and untapped domestic and regional markets.

The Committee noted the sustained improvement in the financial soundness
indicators, applauding the continued decline in the raftic of non-performing
loans, growwth in assets of the banking system and profitability of the industry in
the light of increasing global uncertainfies. It also recognised the success of
the Bank's loon-to-deposit ratio policy and its potential to alleviate production
shortfalls, reduce unemployment and boost aggregate demand, urging the

Bank to pursue this and other related policies o a conclusive end.

The MPC underscored the COVID-19 pandemic as a public health cnsis which
will confinue to undermine any monstary or fiscal stimmulus unless approprate
measures are taken to frace, test, isolate and treat infected persons in order
to curtail the spread, while ensuring the that migration across the country is
significanily reduced. The MPC, thersefore, called on the Federal Government
to take the necessary steps to safeguard the population through close
monitoring and emergency readiness meosures to identify and care for
infected persons in the country, including compulsory restriction of movement

to curtail spread of the pandemic.

On the choices before the Committee, the MPC noted the recent achtions of
the Barnk, targeted at strengthening the resilience of the financial system and
alleviating the initial impact of the crsis. In its wisdom, the Committee felt that
tightening would result in reining in the Asing trend in inflation, and that it would
support reserve accreton. However, it would reduce money supply and limit
DMEBs credit creation capacity, thus resulting in increasing the cost of credit,
with adverse impact on output growth. Tightening would also result In a

reduction in aggregate demand as a fall in disposalble income results in output
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compression; whereas at this ime, policy emphasis should be on stimulating

aggregate supply and demand, both already weakened by COVID-17.

With respect to loocsening, whereas the Committee felt it would stimulate the
economy in the short term, and boost aggregate supply and demand, the
Committee nevertheless, was of the view that there was a need to be cautious
in loosening given the fact that it would exacerbate an already worsening
inflaticnary condifion, resulting in mMassive pressure on reserves and the

exchangs rate.

Based on the balance of these arguments, the MPC, in taking note of the
recent actions already tfaken by the Management of the Bank in response to
the COVID-19, resclved to allow ftime for the measures to permeate the
economy while allowing the pandemic fo wear out its plateau before
deciding on further supporting policy measures to boost and strengthen
aggregate demand and supply in the recovery phasze of the economy. The
choice to hold abkbo considered the subsisting LDRE and the DCRER policies, which
sterilize excess liguidity in the banking system, hence an increase in the MPR

would be counter-productive.

The monetary policy stance amved at thiz meetfing fook cognisance of the
need to address the unfolding unfavouralble maocroeconomic developments,
rein in inflation, support growth ond employment through the extant
interventions and recent inifiatives, check caopital oulflows and support
external reserves accretion, and dampen pressure and ensure forsign

exchange market stability.

A review of the policy options indicates relative tightness of the cumrent
monetary policy stance. The CER was increased at the last MPC meeting. Time
iz required for its full effects to manifest. Increasing the MPE will be
confradictory to the recent reducthon of interest rate in the CBN intervention
windows fromn 7 to 5 per cent. Besides, an increase in MPE will be taken by the

Deposit Money Banks (DMBs) as in invitation fo increase lending rates and this
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will be most undesimable at this point In fime when efforts are being made o
avert a recession. Besides, a reduction in the MPR, will not encourage the DMBs
to reduce lending rates. But other strategies of the CBEN are making the DMEBs

to reduce lending rates in furtherance of the growth objective.

The Committee’s Decision

The Committee noted the confinued rise in domestic prices; the glut in ail
supplies and low oil pnces in the wake of the curent global shocks; exchange
rate pressure and other domestic monetary and fiscal responses to the
evolving crses. In view of the foregoing, the Committee decided by a
unanimous vote to retain the Monstary Policy Rate (MPE) at 13.5 per cent and

to hold all other policy parameters constant.

In summary, the MPC voted to:

|. Retain the MPR at 13.5 per cent;

Il. Retain the asymmetnc comdor of +200/-500 basis points around the MPR;

lll. Retain the CRR at 275 per cent; and

V. Retain the Liguidity Rato at 30 per cent.

Thank you.

Godwin |. Emefisle
Gaovernor, Centfral Bank of Migena

24t March 2020
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CENTRAL BANK OF NIGERIA COMMUNIQUE NO. 128 OF THE MONETARY
POLICY COMMITTEE MEETING HELD ON THURSDAY 234 AND FRIDAY 24t
JANUARY, 2020

The Monetary Policy Committee (MPC) held its 2715 meeting, the first
in fiscal 2020, on the 237 and 24™ of January, 2020. The Meeting held
in an environment of sluggish global economic recovery and financial
market vulnerabilities, and tepid domestic growth. The Commitiee
appraised these developments and the outlook for the first quarter of
2020, as well as the rest of the year. All the Beven (11) members of the

Committee were in attendance.

Global Economic Developments

The headwinds that characterized the global economy in 2019
showed signs of moderation, giving way to improved prospects for
economic recovery in 2020. Consequently, global output is projected
to grow by 3.3 per cent in 2020 from 2.9 per cent in 201%. The downside
risks to the global outlook, include: broad slowdown in the advanced
economies; resurgence of financial stress in the Emerging Markets and

Developing Economies (EMDEs); rising geo-political tensions in the
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Middle-East; and extreme weather conditions in some regions. Output
growth across major advanced economies, remains fragile, due to
weak recovery in manufacturing activities and sluggish rise in global
trade. Consequently, growth in the Advanced Economiesis projected
to slow to 1.6 per cent in 2020, from 1.7 per cent in 2019. With most
EMDEs facing brighter prospects, output growth is expected to
recover to 4.4 per cent in 2020 from 3.7 per cent in 2019. The major
impetus for this recovery is expected to come from India, Brazil and

Russia.

In most advanced economies, inflation remained below theirlong-run
targets, reflecting weak aggregate demand in the Euro Area and
Japan, as well as moderating wage growth in the US, despite the
robust job performance. Central Banks in the advanced economies
are thus, expected to continue with monetary accommodation into
the medium term. In the EMDEs. however, inflation prospects remain

mixed, with some economies facing stronger upside risks than others.

Domestic Economic Developments

Real Gross Domestic Product (GDP) continued to improve, although
slowly. It grew to 2.28 per cent in the third quarter of 2019, compared
with 2.12 and 1.81 per cent in the preceding and corresponding
quarters of 2018, respectively. The improvement in growth was driven,
largely, by the performance of the il sector, which grew by 6.49 per
cent, while the non-oil sector grew by 1.85 per cent. Staff projections
estimate real GDP in Q4 2019 and Q1 2020 at 2.20 and 2.35 per cent,
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respectively. The Manufacturing and Non-Manufacturing Purchasing
Managers' Indices (PMI) grew further in December 2019, for the 33@
and 32~ consecutive months, fo 60.8 and é2.1 index points,
respectively. The optimism in growth prospectsin Q1 2020, and the rest
of the year, is anchored on the enhanced flow of credit to the private
sector, to improve manufacturing activities, and financial and
exchange rate stability. In addition, the Bank’s continued intervention
in Agriculture, and Small & Medium S5cale Enterprises [SMEs) is
expected to boost growth. Identified headwinds to growth, however,
include: uncertainty in the oil market, high unemployment, rising

public debt and security challenges across the country.

The Committee noted the continued upfick in headline inflation (year-
on-year) in December 2019 to 11.98 per cent, from 11.85 per cent in
the previous month. The increase in inflation, which was anticipated,
was largely attributable to increase in both the food and core
components, by 14.67 and 7.33 per cent in December 2019 from 14.48

and 8.99 per cent in November, respectively.

The increase in the food component reflects largely seasonality effect
and the impact of the continued insurgency in some food producing
areas of the country. Although, Staff forecasts suggest a short-term
upward frend in prices, the Committee believes that the Bank’s
confinued infervention in the real sector is expected fo increase

domestic production and lower prices in the medium-term.
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The Committee ocbserved that broad money supply (M3) grew by 6.22
per cent (year-to-date) in December 2019. Aggregate Credit (Net)
similarly grew to 27.33 per centin December 2017, from 23.12 per cent
in the previous month. This was largely atfributed to an increase in
Credit to Government, which grew to 92.95 per cent in December
2019, from 72.36 per cent in the previous month. Credit to the Private
Sector also grew to 13.41 per cent in December 2019, from 12.82 per
cent in the previous month. Consequently, sectoral distribution of
credit between end-May 2019 and end-December 2019 was as
follows: manufacturing (N444.44 billion); General Retail and Consumer
Loans [MN412.02 bilion); General Commerce [N248.48 billion);
Agriculture, Forestry and Fishing (N140.24 billicn); Information and
Communications (N1546.47 billion); Finance and Insurance (N129.87
billion); Construction (N86.54 billion); and Transportation and Storage
(N&8.61 billion), amongst others. The Committee observed with delight
that, over the last six months, aggregate credit grew by N2.0 frillion
and urged the Management of the Bank to sustain the curent
momentum of improved flow of credit to the Private Sector, while
exploring other options with the fiscal authorities to strengthen the

legal framewaork for the enforcement of credit recovery.

Lower money market interest rates, in the review period, reflected the
liquidity overhang in the banking system, resulting from the resfriction
of individuals and non-bank corporates in the domestic economy
from participating in OMO bill auctions. Consequently, the monthly

weighted average Inter-bank call and Open Buy Back (OBB) rates fell
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sharply to 3.82 and 3.24 per cent, in December 2019, from 11.42 and

10.73 per cent, respectively, in the previous month.

The Committee noted the improved performance in the equities
market, as the All-Share Index (ASl) and Market Capitalization grew by
11.61 and 18.27 per cent, respectively, between end-October 201%
and 10™ January, 2020. This was indicative of the shift by domestic
investors from the money market to the equities market in response to

the Bank's policy to restrict their investments in the OMO bills auction.

The MPC also noted the improved performance and sustained
resiience of the banking system, evidenced by the continued
moderation of the Non-Performing Loans (NPLs) ratio from 6.6 per cent
in October to 6.1 per cent in December 2017. The Committee noted
that the improvement reflected the Bank's contfinued deployment of
heterodox policies to ensure that NPLs fell below the prudential

benchmark of 5.0 per cent.
Outlock

Although glebal output is projected to expand moderately in 2020,
compared with the previous year, the overall medium-term outlook
for the global economy remains uncertain, due to the persistence of
several headwinds. These include: the lingering frade tensions
between the US and its major trading partners; rising levels of both
corporate and public debts; contfinued geopolitical tensions in the

Middle-East; fragile recovery of manufacturing activities; and the
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narrowing policy space by which central banks in the advanced
economies can respond to future macroeconomic shocks. In
addition, predicted weatherrelated disasters could pose further

threats to global output recovery.

On the domestic side, available data on key macroeconomic
indicators show prospects of improved output growth for the
economy in 2020. Revised projections for 2020, show that the
economy is expected fo grow by 2.50 per cent (IMF), 2.10 per cent
(World Bank) and 2.35 per cent (CBN). The underlying projection is
anchored on the following conditions: enhanced flow of credit to the
real sector of the economy; sustained stability in the exchange rate;
confinued CBN interventions in agriculture and non-agricultural Small
and Medium Enterprises (SMEs); and the effective implementation of
the Economic Recovery and Growth Plan (ERGP). The downside risks
to this projection are primarily the rising stock of public debt and lack
of fiscal buffers. Others include the persistent security threat in major
food-producing areas, poor and inadequate infrastructure and weak

public and private sector investment.

The Committee's Considerations

The Committee noted the persistent increase in the inflation rate,
which stood at 11.98 per cent in December 2019. It also noted that
the inflaticn was driven by both monetary and structural factors.
Having addressed the monetary factors, the headroom for further

monetary policy measures has become constrained, being
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supported by empirical evidence which suggests that inflation above
12.00 per cent is inimical to output growth in the Nigerian economy.
The MPC thus called on the fiscal authorities to speedily address
legacy structural impediments giving rise to upward-trending price
developments. Amongst these, the Committee ideniified
infrastructure deficit and the long-standing clashes between
herdsmen and farmers, which are constraining domestic production
and contributing substantially to the rise in food inflation. The MPC,
therefore, urged the Federal Government to relentlessly seek
innovative ways of addressing security challenges across the country
in order to boost aggregate food supply. The Committee further
noted the contribution of imported food and other tradeables to the
rise in price levels but emphasized the opportunity to ramp up
production of domestic substitutes supported by the Bank's
development finance initiatives, particularly in agriculture and

manufacturing sectors.

The Committee noted the improvement in the financial soundness
indicators, growth in assets of the banking system and the gradual
switch in the composition of DMB assets from investments in
government securities to growth in credit portfolio. It, however, noted
that lending rates at the retail segment of the market had remained
fairly sticky downwards as deposit rates had declined substantially. It
also noted that in some cases, DMBs were not encouraging term

deposits in their portfolios and therefore, emphasized the Bank's
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commitment towards the implementation of the Loan-te-Deposit ratic

(LDR) policy.

On fiscal operations, the Committee applavded the Government for
the recent signing of the 2020 Finance Bill which opens a new vista of
opportunities in public financial management. The MPC, however,
cautioned that public debt was rising faster than both domestic and
external revenue, noting the need to tread cauticusly in interpreting
the debt to GDP ratio. The Committee also noted the rising burden of
debt services and urged the Fscal Authorifies to strongly consider
building buffers by not sharing all the preceeds from the Federation
Account at the monthly FAAC meetings to avert a macroeconomic

downturn, in the event of an oil price shock.

It urged Government to gradually reduce reliance on oil receipts and
focus on revenue diversification through reforms of the tax system. The
Commifttee also called on Government to rationalize fiscal
expenditure fowards reducing the curent excessively high cost of

govemance.

The MPC expressed concermn about the rnsing inflation, which
increased consecutively in the last 4 months as at December 2019 to
11.98 per cent and higher than its target range of 6-9%. This rising price
level is atfributable to a combination of structural and supply side
factors, expansionary fiscal policy; and growth in money supply arising
from rising liquidity surfeit in the industry due to changes in the Bank's

OMO policy. In furtherance of its primary mandate to maintain price
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and monetary stability and in view of the anticipated medium-term
liquidity surfeit from maturing OMO bills held by local private and
institutional investors, which would not be rolled over, the Committee
considered it prudent to raise the CRR to curtail liquidity surfeit in the

banking system.

The Committee is confident that increasing the CRERE at this time is
fortuitous as it will help address monetary-induced inflation whilst
retaining the benefits from the Bank’s LDR policy, which has been
successful in significantly increasing credit to the private sector as well
as pushing market interest rates downwards. The Committee further
encouraged the Management of the Bank to be more vigorous in ifs
drive to improve access to credit through its pursuit of the Loan-to-
deposit ratio policy as doing this would help. not only in creating job
opportunities but also help in boosting output growth and in
moderating prices. It is noteworthy that Gross credit in the industry
grew by N2 Trlion between May 2019 and December 2019;
channeled primarily to the employment-stimulating sectors such as
agriculture and manufacturing, in addition to increased lending o
the retail and SME segments, which is expected to help boost
domestic output growth in the short to medium ferm. To retain the
gains from credit expansion and current industry focus on lending. the
Committee advised the Bank to sustain its LDR Policy and in addition
continue to deploy its DCRR policy which directs new funding for

greenfield projects and expansion to critical sectors of the economy.
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The Committee's Decision

On the arguments to tighten, the Committee noted that given that
inflation rate inched up in December 2019 and that the rate is still
above the upper band of the -9 per cent threshold. tightening may
be necessary to tame the rising trend in inflation. In addition, the
relatively bearish outlook of the equities market indices points to
waning investor confidence in equity in preference for coupon rate
on bonds. Raising the policy rate, could be a policy choice to reverse
the tendency and attract more foreign portfolio investments. Also, the
risks to the level of reserves persist as prices of oil futures remain
uncertain. Policy tightening would enhance the accretion to foreign
reserves and attain relative stability in the foreign exchange market.
Moreover, raising rates would reinforce the stability of the foreign
exchange market as an upswing in the rate wil inhibit demand

pressures in the market through a decline in money supply.

Although tightening would limit the ability of DMBs to create money,
ultimately leading to a reduction in money supply and curtail their
credit creation capabilities, which would eventually lead to rising cost
of credit and credit risk as DMBs re-price their risk assets, the MPC
believes that the aggressive pursuit of the curent loan-to-deposit ratio
policy thrust would continue to help to catalyze credit growth and

positively impact growth and prices.

On the decision to loosen, members noted that the relative stability in

the foreign exchange market provides confidence to foreign
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investors. There is, therefore, no immediate concern that loosening
would exert pressures on the foreign exchange market in the near
term. In addition, an accommodative monetary policy stance would
motivate banks fo lend to maintain their profit performance and
would result in decline of the overall cost of production. This would

further affirm the Bank’'s support for stimulating output growth.

The Committee also feels that the downside to loosening is that it
could amplify inflationary pressures as the economy experiences
increased liquidity surfeit, parficularly if loosening drives growth in
consumer credit, without comresponding adjustment in output, thus
escalating inflationary pressures. An interest rate reduction would
increase money supply and exert pressure on the exchange rate.
Moreover, an accommaodating monetary policy stance may not
necessarily lower the retqil lending rate, as interest rates are generally

sticky downwards.

On the argument for a Hold, the MPC acknowledged that a mix of
heterodox monetary and financial policy measures have recently
been deployed by the Bank. Noting the existence of a lag between
the policy pronouncement and its impact on the economy, a hold in
the rate would ensure its efficient impact on the economy. The
Committee noted the slow pace and low rate of economic growth
as real GDP growth of 2.10, 2.12 and 2.38 per cent in Q1, Q2 and Q3
2019, respectively, being below the population growth rate, still needs
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sustained policy support. Maintaining monetary policy rate at ifs
present level is essential for sustainable support to growth before any
possible adjustments. This will enable policy to react suitably to
developments as they occur in the near term. In addition, retaining
the current policy position provides avenues to evaluating the impact
of the heterodox monetary and financial policies to support lending

by the banking industry without altering the policy rate.

On the downsides to holding, the Committee noted that it would
reduce the speed of economic recovery relative to loosening. exert
a drag on output growth, as DMBs continue to ulilize bonds sales

instead of engaging in financial intermediation to the private sector.

In view of the foregoing. the Committee by a decision of ¥ members,
voted to alter the Cash Reserve Requirement (CRR) by 500 basis points
from 22.5 to 27.5 per cent, while leaving all other policy parameters

constant. Two members voted to leave all parameters constant.
In summary, the MPC voted to:

1. Change the CRER from 22.5 to 27.5 per cent;

2. Retain the MPR at 13.5 per cent;

3. Retain the asymmedtric corridor of +200/-500 basis points around the
MPR;

4. Retain the Liquidity Ratio at 30 per cent.
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Thank you.
Godwin |. Emefiele
Governor, Central Bank of Nigeria

24th January, 2020
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CENTRAL BANK OF NIGERIA COMMUNIQUE NO. 127 OF THE MONETARY POLICY
COMMITTEE MEETING OF MONDAY 225%™ AND TUESDAY 246% NOVEMBER 2017

The Monetary Policy Committee ([MPC)] met on the 250 and 2460 of MNovember
2019 in an environment of continued global macroeconomic vncertainty, but
gradual improvements in the domestic economy. The Committee appraised
the developments in both the global and domestic economies, as well as the
outlock for the rest of the year and the first guarter of 2020, All the eleven [(11)

members of the Committees were in attendance.

The Committee reviewed the effect of monstary policy on developments in
the economy in 2017, particulary, price stabkility, improved credit delivery, low
inferest rate regme, exchange rate stability, finoncial systermn  stakility,

reduction in non-performing loans [MPLs), job creafion and output growth.

The Committee noted the use of home-grown heterodox policies used by the
Bank fo successfully achieve substantial maocroeconomic stakility in 2019,
Amongst the policies were the use of the Gobal 5tanding Instruction (G51) to
address the predatory impact of senal borowers in the banking systemn, a
phenomenon that reduoced the level of NPLs owver time, the Loan fo Deposit
Fatio [LDE) to boost credit delivery by the deposit money banks [DMEz] to the
real sector, Differentioted Cash Reserve Reguiremment [DCER), Development
Finance Initiatives in agnculture, micro, small and medium enterprses (MSMEs)
and other real sector activities, including restnictfion of patronage by local

corporate and individual investors in CEN OMO bills.
Flobal Economic Developments

Elobal output growth remained weak due to the impact of the trade war
between the US and Ching; growing vulnerakiliies in the financial markets,
downtum in global manufactuAng, sustained downward pressure on ol prices,

lingenng uwncerainty around BREXT, which haos confinved to dampen
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investment growth in the United Kingdom, subdued growth in the Buropean
Union and Japan, and dampening output growth in China. These headwinds
resulted in slowing global trade, weakening oggregote demand and
confraction in the aggregate supply chain. Major Emmerging Mardiet and
Developing BEconomies (EMDE:]) particulary China and India also slowed, while
South Afnca, Russia and Brozil, recorded slower-than-expected growth.
Conseqguently, there was a broad slowdown in global cutput. In the light of
these developments, the IMF revised glokal growth forecast downwards o 3.0
per cent in October 2017 from its previous projection of 3.2 per cent in July

2019.

Inflation in most Advanced Economies remained well below their long-run
objectves, with prce development stayving subdued and unemployment
trending mostly below the Mon-Accelerating Inflation Rate of Unemployment
(HAIRU). In the US, wage growth and aggregaote demand confinued fo
perform below the long run average even though vnemployment remained
below the MAIRU. Conseqguently, the recent frend towards monetary
accommodation by key central banks s expected to continue into the
foreseeable future. In key BMDEs, however, pnces frended vpwards with the

output goaps widening and unemployment remaining relatvely high.

Domestic Economic Developments

Data from the Mational Bureau of Statistics [MBS] showed that real Gross
Comestic Product [SDP) grew by 228 per cent in the third guarter of 2017,
compared with 2.12 and 1.81 per cent in the preceding and comresponding
qguarters, respectively. The improved growth wos driven largely by the
perfomance of the oil sector, which grew by 647 per cent, while the non-oil
sector grew by 185 per cent. The Manufacturnng and Non-Manufacturnng
Purchasing Manogers' Indices (PMI) also expanded for the 31¢ and 30th
consecutive months at 582 index points, apiece, in October 2017, 5taff
projections indicate that real GDP in Q4 2019 iz expected to grow by 2.38 per
cent, drnven by the non-oll sector. Headwinds to this projection,. include:

confinued high level of unemployment, mild resurgence of anficipated

183



inflaticnary pressures towards the December festive seaszon, nsing public debt,
high level of insecunty, and slow poce of oil price recovery. Despite these
headwinds, growth is expected to pick on the back of recent actions to boost
credit to the private sector through the recent Loan-to-Deposit Rafio (LDE) and
Global Standing Instruction (GE51) inthatives, sustained interventions by the Banlk
in selected employment and growth-enhancing sectors, as well as fiscal policy

measures to support growth.

The Committee noted the uptick in headline inflafion {year-on-year) from 1124
in September to 11.41 per cent in October 2017, This was antficipated as part
of the seasonal end-of-the year uptick in prces; but was further accentuated
by the border closure, an expected temporary food supply shock which wil
adjust over the medivm-to-long ferm as the economy increase investments in
food production. Consequently, food inflation rose from 13.51 to 14.09 per cent
in S3eptember and October 2017, respectively. Core inflation, the underlving
inflation in the economy, howewver, declined marginally fromm §.94 to 585 per
cent in September and October, respectively. The decline observed in core
inflation was atinbuted to the relative stakility in the foreign exchange mardet.
The Migeran land borders were closed to address the incidence of increased
cross-porder banditry, smuggling and dumping, insurgency and the illegal
trade practfices of neighbouring countries whose economies had become
dependent on Migerna through smuggling through the borders. The Bank's
continued intervention in the agncultural sector 5 expected to IMmprove
medium-term food supply. Indeed, there has been reports of bumper harvest

in some staples like rce, maize, efc.

The Committes observed that broad money supply (M3) grew by 572 per cent
(vear-to-date) n October 2019, compared with the 2019 indicatfive
benchmark of 1408 per cent. Growth in MNet Domestic Credit (MDC)
moderated to 2635 per cent in October 2019 from 3033 per cent in the
previous month. This was attnbuted to a significant reduction in credit to
Zovernment in October 2019 to 8599 per cent from 11479 per cent in the
previous month. Growth in credit to the private sector, however, improved to

13.08 per cent in October 2019 from 12 4% per cent in the previous month,
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reflecting the impact of the Bank's recent policy on loan-to-deposit ratic. An
increase in absolute gross credit, amounting to M1,148% 70 bilion, wos recorded
beteween end-May and end-COctober 2017, Conseguently, the manufactunng
sector received MN457 47 billion, the highsst in hwo decades. This was followed
by consumer loans of N334.45 billon, General Commerce [(M142%8 billion],
Information and Communications (MN82.07 bilion), Construction [M74.52 killion),
Agrculture, Forestry and Fishing [M73.20 bilion), Mining and Guarrying [MN3.44
billion) and Tronsportation and 3torage (M3.07 kilion), amongst others. The
Committee, therefore, urged the Manogement of the Bank to sustain its
curent efforts to iImprove lending to the pavate sector and to explore other

inifiatives o provide funding to other cntical sectors of the Migenan economy.

In the review pernod, money market interest rates reflected the prevailing
igquidity conditions in the boanking systerm. Owerall, the monthly weighted
average Inter-bank call and Open Buy Back (OBB) rates fell to 787 and 7.22
per cent, respectively, in October 2019, from 11.41 and 1073 per cent,
respectively, in September 201%.

The Committes noted that the persisting bearish frend in the eguities market,
had started to abate in Movember 2017, and was pleased by the increased
patronage in the soversign bonds market. The AlFShare Index (AS]l) grew by
241 per cent to 24,791 .42 index points on November 22, 2017, from 256,355.35
index points at end-October 2017, Market Capitalzation (MC) also grew by
154 per cent to M13.03 trlion on Movember 22, 200179, from M12.83 trillion ot end-
October 2018, due largely to porffolio shift from short-termn Governmenit

securties to the eguities market.

The MPC alzo noted the improved resilience of the banking system, as the Non-
Performing Loans (MPLs) ratio declined further to 6.54 per cent at end-October
2019 from &.67 per cent at end-September 2019 and from 14.05 per cent in
October 2018, The Committes, however, noted that this figure remained
above the prudenfial benchmark of 5.0 per cent, and urged the Bank to

sustain its current efforts, which have created this exorable prudential regime.
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Cwtlook

Cwerall, the medivm-tern oullock for the domestic and glokbal economies
confinue to be clouded with uncerdainties, asociated with the persisting trade
wars between the US and its major frading partners, financial vulnerakilitiss,
rsing levels of public and corporate debts, pockets of geopolitical fenzions
and weakening global output. However, the reforms undernway in the
domestic economy; aimed ot diversification aoway from oil over the last three
vears have provided adequate shock abzorber to withstand the headwinds.
However, the Committee urged the fiscal authorities to invest massively in
public wors programme and improve fiscal buffers fo complement these

efforts.

Forecosts of key maocroeconomic varaoles, however, indicate prospects of
improved oufput growth for the economy. Based on recent revised
projections, the economy s expected to grow in 2019 by 2.3 per cent (IMF
estimate), 2.1 per cent by the Word Bank, and 2.20 per cent by the CBM. The
Committee noted the taibhwinds fo these developments, to inclede: sustained
stable exchoange rate; enhanced flow of credit from the Deposit Money Banks
(DhBs) to the pnvate sector, expected improvements in tox revenue and
efficiency in public expenditure; continued Improvement in the business
environment and actvities; and the sustained interventions by the Bank in the

real sector.
The Committee’s Considerations

The Committes welcomed the improvements in output growth in the third
quarter of 2019, noting that the curent direction of the Purchasing Manogers
Index suggests stronger growth in the fourth guarter. It howewver, re-emphosized
the need for diversification to strengthen the productive base of the economy
and reduce dependence on oil. Diversification has become necessary now
that Migera hoz: signed the African Confinental Free Trade Agreement
[AFCTA). To achieve this, the Committes urged the Federal Covemment to
contfinue to iImprove the investment climate and ease of doing business to

attract Forsign Direct Investment. Particularly, Gowvernment should, oz a
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pricnty., improve conditions for global aute manofacturers, incluoding for

aviaton and rail industnes to invest in the country.

The Committee commended the expansion in manufacturing output, noting
that it was a direct fallout of the policy on loaon-to-deposit ratio. The
Committes, called on Govermment to urge the Pensions Commission fo
improve the prudential reguirements for Pension Funds to refocus their
investment portfolic away fromm their tradifional choice of Govermnment
securties in favour of other wviable long-termn investments in real estate,
manufacturng and agrnculture; and indeed infrastructure. Moreover, the
Committes called for strong visibility of fiscal and structural policies to iImprove
infrastructure and investment condifions in the economy. It expressed strong
optimism that the curent policies of the Bank, in a regime of solid fiscal and
structural policy support, would vield strong dividends in closing the cument
negative output gap in the medivm to long term, and place the economy on

a sustainable and selfsufficient path of output growth.

As a key pillar of economic diverssification, the MPC directed the attention of
the fiscal authonties to the immense potentials of the gas sub-sector and the
urgency to encourage honzontal infegration  through provate  secthor
parficipation. This, the Committes argued will improve domestic power supply

and export earnings.

On price developments, the Committes considered the moderate uptick in
headline inflation in October 2019, attrbuting it partly to an expected
temporary shortfall in food supply because of the recent land border closure
and rse in demand as the festive season approaches. Although it noted that
the price increass was not unexpected, the Committes believed that the
medium fo long-term benefits far ouharsigh the shoft-term cost. Consequently,
it noted the nesed to drve down food prces through increased support for
local preduction of staples foods, including nce, fish, poultry, palm oil,
tomatoes etc. It also urged the Government to follow through with a
sustoinable policy on backward integration in the milk industry and other

pricnty sectors of the economy.
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On the fiscal sector, the Committee identified the need for institutional reforms
through policies that would automate day to day processes of key revenue
generating and securty agencies such as the Migeran Customs. This would
provide additional advantage of stermming smuggling, kidnapping and the
migration of terorsts info the country. The MPC reiterated the need for

increaszed efficiency in public expenditure and the building of fiscal buffers.

O the impaoact of the recent closure of Migenan land borders on domestic food
prices, the Committee noted that any upward price movernent ansing from
the closure was reactionary and therefore temporary. Moreover, significant
investment hos: been made over the last three yvears to sustainably increaze
domestic food supply. It noted some of the key inifiatives in this direction to
inclede: the Commodity Development Initiatives, designed to finance the
agnculfural value chain of ten [[(10) commodities namesly; Cassava, Cocoa,
Cotton, Eice, Tomato, Poultry, Livestock and Dairy, Fish, Qil Palm and Maze,
which has received M171 .46 bilion in funding. Four of these crops received over
14012 billion noira or 818 per cent of total dsbursements [(Cassawva, 11.44
billion naira; Cotton, 4047 bilion naira; Rice, 53340 billlon naira; Oil palm, 34.81
billion naira). It is, therefore, expected that the ocutcome of these interventions
will close the supply gops alreacdy envisaged in the mediom to long term,
incleding dampening domestic prices. It thus, expressed support for the
temporal closure of Migena's land borders, notfing that secunng the country's

land borders should be further enhanced.

On crude ol prce, the Committee noted the lull in the futures mmarket,
sugoesting that prices would remain relatively weak into the foreseeable
future. The Committee, thersefore, uvrged the Federal Government to
reconsider its 2020 budget cil price benchmark of US$S7 per barrel, to build

fiscal buffers.

The Committee was confident that despite the weaknesses from the external
sector, efforts to rmamp-up domestic production, through several measures by
both the monetary and fiscal authorties, would douse the advene effects on
the domestic economy in the medium ferm, through the reduction of

importation of food and other commodities.
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The Committee’s Decision

The MPC reviewed the upsides and the downsides of the options to tighten,
hold or loosen. It was conscious that, while ightening may encourage capital
inflows, it also has the downside consequence of constraining the already
nascent recovery in output growth. The Committee alzo noted that a
reduction in the policy rate will improve growth prospects, but in view of the
uvptick in inflaticnary pressures, it decided that the balance of nsks was in favour
of protecting price stability. Considering the recovery, decline in market
interest rates, growth in domestic credit amongst other positive developmenits,
the Committes felt that there would be more gains in the short to medivm term

in holding policy at its curent position.

Inits consideration to hold, the MPC noted with pleasure, the positive cutcome
of actions already taken by the Bank. These actions include: cument policy on
loan-to-deposit ratio, which has resulted in loans and advances rsing by over
N1.1trllion between June to October 2019. It further noted that these actions
hawve assisted in boosting credit to the agnoultural and manufactunng sectors,
hence, the posifive outcome on the GDP. The MPC B hopseful that the LDRE
initiative must be sustained as interest rates being paid by borrowers have so
far dropped by vp to 400 basis points between June and October 2017, These
have happensed with coresponding decline in MPLs to 6.5 per cent at end-
Cictober 2019, The MPC 5, therefore, of the view that sustaining the MPR at its
curent level is crucial for better understanding of the unfolding Impetus of
growth before deciding on any probable varations. The MPC alzo fesls that
holding its curent policy position offers pathways for oppraising the effect of
the heterodox policies to encourage lending by the banking industry without
varying the policy rate as the downside nsk to growth and caution on inflation
locks stable. The MPC 5 alsa of the wiew that the improvements in the
macroeconomic indicators such as the GDP, MPLs, CAR, and the LDR, suggest
that curent monetary policy stance iz yvislding results. |t therefore, fesls that
maintaining the curent stance would be necessary in order to sustain the

improvements.
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In view of the foregoing, the Committee decided by a unonimous vote to
retain the Monetary Policy Rate (MPR) at 13.5 per cent and to hold all other

policy parameters constant.

In summarny, the MPC voted to:

I. Retain the BMPRE at 13.5 per cent;

Il. BEetain the asyrmmetnc comdor at +200/-500 basis points around the MPE;

. Retain the CRR at 22.5 per cent; and

V. Retain the Liguidity Rato at 30 per cent.

Tharnk you.

Zodwin | Emefiele
Zovernor, Central Bank of Migena
2&6th Movember 2019
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CENTRAL BANK OF NIGERIA COMMUNIQUE NO. 126 OF THE
MONETARY POLICY COMMITTEE MEETING OF THURSDAY 19% AND
FRIDAY 20™ SEPTEMBER 20179

The Monetary Policy Committee [MPC) met on the 19" and 20 of
september 201%, in the light of softening global growth and weaker-
than-anticipated domestic output recovery. The Committee
evaluated developments in the global and domestic economies
and examined the cutlock for the rest of the year. It noted the build-
up of vulnerabilities in major Advanced Economies and its spill-over
to the Emerging Markets and Developing Economies (EMDEs). Nine
(7) out of the eleven [11) members of the Commiftee were present

at the meeting.
Global Economic Developments

Output growth across major advanced economies remained
subdued, confronted by legacy headwinds, including the
subsisting trade war between the US and China, regional hostilities
in the Middle-East, rising debt levels, growing uncertainties around
BEEXIT and increasing political tensions between the US and Iran,
including fragilities in the financial markets. In the EMDEs, output
growth remained broadly mixed with some economies performing

stronger than others.
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Consequently, the International Monetary Fund (IMF) revised its
projected global growth forecast to 3.2 per cent in 2019 from 3.6

per cent.

Price developments continued to soften across the major
advanced and EMDEs as aggregate demand continually weaken,
resulting in softening monetary policy by major central banks to
address downward frending prices and to strengthen aggregate

dermand.
Domestic Economic Developments

Data from the National Bureau of Statistics [MBS) showed that real
Gross Domestic Product (GDP) grew by 1.94 per cent in the second
quarter of 2019, compared with 2.10 and 1.30 per cent in the
preceding and comresponding quarters, respectively. This mediocre
growth, we believe, is consistent with global trends of dampening
output growth and was driven mainly by the oil sector, which grew
by 3.13 per cent while the non-oil sector grew by 1.64 per cent. At
277 and 38.0 index points, the Manufacturing and HNon-
Manufacturing Purchasing Managers’ Indices (PMI) grew
moderately for the 30™ and 29™ consecutive months, respectively,
in September 2019, Staff projections indicate that real GDP in Q3
and Q4 2019 would average 2.11 and 2.34 per cent, respectively,
driven primarily by the non-cil sector. This optimism in growth
prospects is anchored on the new momentum of rising credit to the

private sector. However, the headwinds fo the growth prospects
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remain high unemployment, rising public debt and heightening

insecurity across the country.

The Committee noted the continued moderation in headline
inflation (year-on-year) to 11.02 per cent in August 2019 from 11.08
per cent in July 2019, driven by decline in the fooed and core
components to 13.17 and 8.68 per cent in August 20179 from 13.3%
and 8.80 per cent in July 20192, respectively. The development in the
food and core components of inflation was partly due to improved
agricultural production in the cumrent harvest season, supported by
the Bank's sustained infervention in the agricultural sector as well as
the continued stability in the foreign exchange market. The
Committee, however, noted the upward pressure imposed on
prices due to rising insecurity in the food producing areas of the
country, increased liquidity injection from FAAC disbursements and
late budget cycles. It also highlighted the imperative to address
the economy's infrastructural deficits, such as power supply.
upgrade of fransport and production infrastructure as a means of

reducing cost-push inflation.

The Committee cbserved that broad money supply (M3) grew by
2.65 per cent in August 2019, compared with the level at end-
December 2018, annualized to 8.48 per cent, but remaining below
the 2019 indicative benchmark of 16.08 per cent. The growth was
largely driven by the increase in Net Domestic Credit (MDC), which
grew by 24.36 per cent in August 2019 from the level at end-
December 2018. The growth in NDC was accounted for by the
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significant increase in credit to Government, which grew by 94.33
per cent while credit to the private sector grew by 2.36 per centin
August 20179, The Committee urged the Management of the Bank
fo explore new initiatives to further improve lending to the private
sector, while calling on Government to adopt other ways of funding

its operations outside the banking sector.

In the review period, money market rates oscillated within the
standing facilities comidor due to prevailing liquidity conditions in
the banking system. The monthly weighted average Inter-bank Call
and Open Buyback (OBB) rates increased to 8.00 and 13.37 per
cent in August 2019 from 6.52 and 11.01 per cent in July 2019,

respectively.

The Committee observed the continued bearish trend in the
equities market, while noting the increased activity in the sovereign
bonds market, reflecting global trends and investor preference for
fixed income securities. In the light of this development, the All-
share Index (ASl) declined by 11.62 per cent to 27.779.00 index
points on September 13, 2017, from 31,430.30 index points at end-
December 2018. Market Capitalization (MC), however, grew by
15.37 per cent to N13.62 trilion on September 13, 2017, from N11.72
frillion at end-December 2018. This increase in market capitalisation
was attributed to the listing of 2.75 billion ordinary shares by Airtel
Africa in July 2019,

The MPC noted the improved performance and resiience of the
banking sector, evidenced by the continued moderation in the

ratio of Non-Performing Loans (MFPLs) from 11.2 to 9.4 per cent in
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May and August 20179, respectively. While noting that this was still
above the prudential benchmark of 5.0 per cent, the Committee
called on the Management of the Bank to drive this ratio below the

prudential benchmark.

Outlook

The permsistence of policy uncertainties, financial vulnerabilities and
rising geo-political tensions continued to cloud the medium-term
outlook. This is evidenced by the sustained weakening of global
growth across regions, amplified by the perisfing frade tensions
between the US and its major trading partners, rising corporate and

public debt levels.

On the domestic economy, output growth in 2019 is expected to
peak at 2.1 per cent [IMF), 2.2 per cent (World Bank) and 2.27 per
cent (CBN). These forecasts remain underpinned by expectations
of favourable cil prices which would lead to higher external
reserves, stable exchange rate, moderate inflationary pressure as
government increases capital expenditure, including enhanced
flow of credit to the private sector to stimulate investment,
sustained CBM interventions in the real sector, effective
implementation of the Economic Recovery Growth FPlan [ERGF),

build-up of fiscal buffers, as well as improved security in the country.
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Committee’'s Considerations

The Committee noted the decline in ocutput growth in the second
quarter of 2019, partly attributable to the delay in implementation
of the 2019 budget. It howewver, observed that this was an
improvement over the comresponding quarter of 2018. In addition,
it noted the broad slowdown across key economies and the
response of major central banks fo revise their policy rates

downwards.

On  price developments, the Committee commended the
progressive moderation in consumer prices and urged the Bank to
sustain its intervention in the real sector of the economy to reduce

the cutput gap.

The MPC noted the improvements in the financial soundness
indicators and urged the Management of the Bank to sustain its
regulatory surveillance fo ensure continued financial system
stability. The Committes, particularly noted the growth in the size of
industry loans fromm N15.4 frilion in June to MN16.23 ftrillion in
september 2019. On the recent directives to deposit money banks
to increase their Loan-to-Deposit Ratic [LDE), the Committes
underscored the need to grow consumer., mortfgage and
corporate credit to drve aggregate demand and ensure a
reduction in unemployment and increase in output growth.
Conseguently, the Committee urged the Management of the Bank

to fast-track the development of the credit scoring system, to
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promote increased intermediatfion. In addition, the Committee
commended the infroduction of the Global Standing Instruction
(GSl) inifiative aimed at de-isking credit in the industry by
committing bank customers to repay their loans to banks. The MPC
further noted the increased supply of micro credit to key Micro
small and Medium Enterprises (MSMEs) and efforts through the
Migeria Incentive-Based Risk Sharing System for Agricultural Lending
(MIESAL) Microfinance Bank to extend the reach of its credit
facilities across the country. The MPC however, observed that the
growth in credit to the private sector remained significantly low,

relative to the absorptive capacity of the economy.

The MPC further underscored the linkage between high
unemployment and heightened insecurity, emphasizing the critical
need for urgent steps towards more jobs and wealth creation in the
country. As an interim solution, the Committee called on
Government at all levels to ratchet up public works programmes
aimed at easing the threat of rising unemployment in the country.
This, the Committee argued, would be achieved through efficiency
in public spending. The MFPC also noted the Government’s current
drive to increase Value Added Tax (VAT), adding that this will
improve fiscal revenue to support expenditure and reduce the
budget deficit as well as Government bomrowing when
implemented. The Committee, however, noted that this was too
little to close the gap in Government finances. Consequently, the

MPC called on the Government to, as a matter of urgency, adopt
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what it termed a BIG BANG approach towards building fiscal
buffers by purposefully freeing-up redundant public assets through
an efficient, effective and transperent privatization process. This
would raise significant revenue for Government and resuscitate the
redundant assets to generate employment and contribute
effectively to national economic growth. The MPC noted the
unstable oil prices, its implications on accretion to external reserves
and its persistent call on the Govemment to build fiscal buffers.
Consequently, the Committee called on the National Assembly fo
exercise restraint from increasing the il price budget benchmark
to avoid budgetary overuns at the implementation stage of the
budget. Projections from the oil futures market, indicate that oil
prices will remain tight around the budget oil price benchmark in

the medium term.

The Committee’s Decision

In its considerations regarding the policy opfions to adopt, the MPC
as usual, felt compelled to review the options of whether to tighten,
hold or locsen.

The Committee noted the positive moderation in inflation, though
slowly from 11.08 per cent in July to 11.02 per cent in August 201%.
Given that this was still above the target range of 6-7 per cent, and
considering the pressure on reserve accrefion caused by the
relatively weak crude oil price, the MPC felt the imperative to
tighten. On the contrary, the Committee was of the view that doing

50 in the midst of a fragile growth outlook would increase the cost
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of credit, and further contract investment and constrain ocutput
growth.

On loosening, the Committee felt that this would result in increased
system liquidity and hence, heighten inflationary tendencies in the
economy. In particular, the MPC was of the view that loosening
would drive growth in consumer credit but without a comesponding
adjustment in real sector output. The Committee was also
convinced that increased liquidity and interest rate moderation
wiould result in exchange rate pressures as money supply rises.

As regards the option to hold, the MPC opined that the option
requires a clear understanding of the quantum and fiming of
liquidity injections into the economy, before deciding on possible
adjustments to the stance of monetary policy. The Committee was
also of the opinion that retaining the cumrent position of policy offers
pathways to appraising the effects of the suit of heterodox
monetary policy to encourage credit delivery to the real sector,
especially in the light of the subsisting implementation of the Loan-

to-Deposit Ratio policy.
In view of the foregoing, the Committee decided by a unanimous

vote to retain the Monetary Policy REate (MPR) at 13.5 per cent and

to hold all other policy parameters constant.
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In summary. the MPC voted to:
l. Retain the MPR at 13.5 per cent:

ll. Retain the asymmetric comidor of +200/-500 basis points around

the MPE;
lll. Eetain the CREE at 22.5 per cent; and

IV. Retain the Liquidity Ratico at 30 per cent.

Thank you.

Godwin |, Emefisle

Governor, Central Bank of NMigeria

20" September, 2019
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CENTRAL BANK OF NIGERIA COMMUNIQUE NO. 125 OF THE
MONETARY POLICY COMMITTEE MEETING OF MONDAY 22nd AND
TUESDAY 234 July, 20179

The Monetary Policy Committee (MPC) met on the 22™ and 23" of
July, 2019, in an environment of subdued global growth and
fragile domestic economic recovery. The Committee reviewed
developments in the global and domestic macro-economy. I
noted that the global environment is overwhelmed with
vulnerabilities and financial fragilities. Inflation in the advanced
economies is trending downwards and significantly below the
long-run cbjective, necessitating the adoption of accommodative
monetary policy, the global economy is peoised to see another
round of loose monetary policy. All Eleven (11) members of the

Committee were at the meeting.
Global Economic Developments

Global output growth remained weak with persistent headwinds
expected to continue for the rest of the year. Key amongst these
headwinds is the rising frade tensions, particularly between the US
and its key trading partners in Europe, Canada, China and India,
rsing debt levels in some Advanced Economies and Emerging

Markets and Developing Economies (EMDEs) as well as growing
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political uncertainties across several regions. Consequently, the
International Monetary Fund ([IMF) downgraded its 2019 global

growth forecast from 3.6 per cent to 3.3 per cent.

FPrice developments across the major advanced economies
remained muted alongside softening output growth. In the
Emerging Markets and Developing Economies (EMDEs), however,
inflationary developments were mixed in response fo challenging
macroeconomic conditions. The Committee noted, that the return
to monetary accommeodation by the advanced economies could
see a new wave of capital flows to the EMDE as investors

continue to search for higher yields.
Domestic Economic Developments

Available data from the Mational Bureau of Statistics (MBS) showed
that real Gross Domestic Product (GDP) grew by 2.01 per cent in
the first quarter of 20179, driven by the non-cil sector, compared
with 2.38 and 1.89 per cent in the preceding and comresponding
quarters of 2018, respectively. The Commiftee noted the
continued but moderate expansion in the economy as indicated
by the Manufacturing and Non-Manufacturing Purchasing
Managers' Indices (FMI), which grew for the 27/ and 246™
consecutive months in June 2019. The indices stood at 57.4 and
28.6 index points, respectively, in June 2019. Staff forecast indicate
a 2.11, 2.39 and 2.56 per cent growth in GDFP in Q2, Q3 and Q4
2019, respectively, expected to be driven largely by the non-oil

sector. The Committee, however, noted that the downside risks to
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the growth projections to include low credit to the private sector;
high unemployment; delayed intervention of fiscal policy as well
as low revenue and fiscal buffers, amongst others. The continued
infervention by the Bank in the real sector is, however, expected
to partly ameliorate the downside nisks only in the short-run, while
sound fiscal policy is expected to drive growth in the medium to

the long-run.

The Committee observed that broad money supply (M3) grew by
4.97 per cent in June 2019 from the level at end-December 2018,
at an annualized rate of 9.95 per cent. It was also below the
indicative benchmark of 16.08 per cent for 2019. The growth in M3
was largely driven by the increase in Net Domestic Credit (NDC),
which grew by 17.26 per cent in June 2019 from the level at end-
December 2018. The growth in Net Domestic Credit (NDC) was
accounted for by the significant increase in credit to Government,
which grew by 35.80 per cent, while credit to the private sector
grew by 2.0 per cent in June 201%. The Committee, however,
noted that the constrained growth in the monetary aggregates as
an indication of weak financial intermediation in the banking
systerm and called on the Management of the CBN, to sustain the
various initiatives of the Bank to improve lending to the private

sector in Nigeria.

The Committee welcomed the moderation in headline inflation
(year-on-year) to 11.22 per cent in June 2019 from 11.40 per cent

in May 2019. This was attributed to the decline in the Food and

Core components to 13.56 and 8.80 per cent in June 2019 from
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13.70 and 7.03 per cent in May 20179, respectively. It noted the
development as being partly due to the CBN's support to the
agricultural sector and the prevailing stability in the Nigerian
foreign exchange market. The MPC further noted that although
inflation moderated in June 201%, the continued pressure on
prices confinues to be associated with structural factors such as
the high cost of electricity, fransport and production inputs. The
MPC, however, expects that with the commencement of the
harvest season, food prices will faper further downwards. It thus,
however, advised that the security challenges in some parts of the
couniry should be addressed urgenily fo increase agrcultural
produce in order to sustain the downward frend in inflation. The
MPC reiterated its commitment to ensure the maintenance of

price stability.

The net liquidity position and interest rates in the economy
reflected the impact of liquidity injections and the Bank's liquidity
management operations associated with fiscal federalism,
tfransformation of maturing CBM Bills, Open Market Operations
(OMO) auctions and foreign exchange interventions.
Accordingly, the monthly weighted average Inter-bank call and
Open Buyback (CBB) rates, oscillated within the MPRE comidor,
increasing to 8.38 and 8.7 1per cent in June 2019 from 35.14 and
8.34 per cent in May 2019, respectively.

The Commifttee noted with concem the contfinued bearish trend
in the equities segment of the capital market in spite of the

sustained capital inflow to the economy. reflecting continued
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portfolic reallocation from equities to fixed income securities.
Conseqguently, the All-Share Index (ASl) declined by .11 per cent
to 28,566.79 index points on July 12, 2019, from 31,430.50 index
points at end-December 2018. Market Capitalization. howsver,
grew by 18.77 per cent to NI13.92 trilion on July 12, 2019, from
M11.72 frillion at end-December 2018. This was due largely to the

additional listing of new firms during the review period.

The Committee welcomed the contfinued stability in the foreign
exchange market and the steady accretion to external reserves,
which stood at US$44.88 billion as at July 19, 2019, representing a
0.38 per cent increase from US$44.71 bilion at the end-June 2019%.
The MPC also noted the steady moderation in the Non-Performing
Loans (MPLs) ratio of the banking industry fo 9.36 per cent in June
from 10.95 per cent in May 201%. While this remained above the
prudential benchmark of 5.0 per cent, its continued moderation
indicates the improved resiience of the banking system. The
Committee thus emphasised its resolve to further drive down the
Mon-Performing Loans [NFLs) in the industry so as to strengthen the
strategic health of banks in the Country.

Ouvtlook

The overall medium-term ocutlook for the global economy remains
mixed with indications of continued softening of global ocutput
due to pemisting policy uncertainties and  sustained
macroeconomic  vulnerabilities. These are likely 1o be

accentuated by the increasing trade tensions between the US
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and its major trading partners, rising debt levels and geo-political

tensions.

On the domestic economy, output growth in 20179 is expected to
remain weak, peaking at 2.27 per cent, while inflation is projected
at 11.37 per cent by the CBN staff projections by end-2017. The
underlying arguments in favour of this forecast include: favourable
oil prices; stable exchange rate; moderate inflationary pressures;
enhanced flow of credit to the private sector; sustained CBMN
interventions in the real sector; effective implementation of the
Economic Recovery and Growth Plan (ERGF): building fiscal
buffers: and improved security in the food producing areas of the

country.,
Commiftee’s Conzideration

In its considerations, the Committee noted the need to boost
output growth through sustained increase in consumer credit and
mortgage locans and granting loans to ocur Small and Medium
Enterprises companies. It also observed that the Management of
the Bank had started the prescription of using benchmark lcan-to-
deposit ratios to redirect the banks focus to lending. To mitigate
credit risk, the Committee enjoined the Management of the Bank
to de-isk the financial markets, via the development of a reliable
credit scoring system, similar to what applies in the advanced
countries as this will encourage Deposit Money Banks (DMBs) to

safely grow their credit portfolios.
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The MPC called on the fiscal authorities to expedite action on
expanding the tax base of the economy to improve government
revenue and stem the growth in public borowing. It further urged
the fiscal authorities to build fiscal buffers to avert

macroeconomic downturn in the event of a decline in oil prices.

The Committee also called on the Bank to intensify efforts to
encourage Migerians in the diaspora to use official sources for
home remittances, noting that the effort will complement other
measures geared towards improving Migeria's current account
balance. It enjoined the Bank to consider infrecducing incentives
such as the reduction of charges on diaspora home remittances

info Nigeria.

On the African Contfinental Free Trade Agreement [AFCFTA), the
Committee urged the Federal Govemment to put in place
measures to aid the economy in readlising the benefits and full
potentials of that Agreement. In particular, it noted the need to
resuscitate moribund industries in Nigeria and improve key
infrastructure in order to strengthen the productive base of the

economy, create job opportunities as well as boost exports.

The Committee noted the positive developments towards the
creation of a common cumrency in the West African Zone by
January 2020 and commended Government and the Central
Bank for pushing forward the initiative. The Committee, however,
enjoined the Bank to ensure that Nigeria is propery positioned to

maximise the benefits of monetary integration.
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In consideration of the specific policy options to adopt: to hold,

loocsen or tighten, the MPC made the following observations:

(i)  Whilst the focus on growth was imperative, the mandate of

price stability remains sacrosanct:

(i) Given the happenings in the extermnal sector and the fact
that inflation is moderating, tightening of monetary policy should
not be an option at this time, as restriction of the capacity of the
DMBs to create money could curtail their credit creation

capabilities.

On the contrary, the Monetary Policy Committee [MPC) was of
the view that, whilst loosening could increase money supply,
stimulate aggregate demand and strengthen domestic
production, the economy could be awash with liquidity especially
if loosening drives growth in consumer credit without

commensurate adjustment in aggregate output.

On holding the cument monetary policy position, the Monetary
Policy Committee [MPC) observed that given the recent actions
of the Bank's management involving the prescription of minimum
lending thresholds by the deposit money banks to our Deposit
Money Banks (DMBs), it is safe to assume that this action, targeted
at stimulating credit growth to the real sector would increase
credit delivery to the real sector and accelerate investment and
economic growth. It also observed that since interest rates were

cumrently tfrending downwards, it is safer to await the full impact of
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these policy actions on the economy before a review of the

position of monetary policy.

The Committee’s Decizion

In consideration of the foregoing, the Committee decided
vnanimously by a wvote of all members present to retain the
Monetary Policy Rate [MFRE) at 13.5 per cent and to hold all other
policy parameters constant. The decision was informed by the
conviction of members that key macroeconomic indicators are
trending in the right direction.

Consequently, the MPC unanimously voted to:
l. Retain the MFPR at 13.5 per cent;

ll. Retain the asymmetric comridor at +200/-500 basis points around

the MPRE;
lll. Retain the CER at 22.5 per cent: and

IV. Retain the Liquidity Ratic at 30 per cent.

Thank you.
Godwin |. Emefisle

Governor, Central Bank of Nigeria

23rd July, 2019
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CENTRAL BANK OF NIGERIA COMMUNIGUE NO. 124 OF THE MONETARY POLICY
COMMITTEE MEETING OF MONDAY 20™ AND TUESDAY 2157 MAY, 2019

Backgrouwnd

The Monetary Policy Committes [MPC) met on the 20t and 214 of May 2019,
amidst uncertainties in the global financial, economic and political

environments. All Eleven (11] members of the Committes were present.
Global Economic Developments

The Committee reviewed developments in the global economy, noting with
concem, the declining trend in glekal output growth, which commenced in
the second half of 2018, Accordingly, the International Monetary Fund
downgraded global output growth from 2.7 per cent in 2018 to 3.6 per cent
in 201% and further revised it downwards to 3.3 per cent in 201%. The decrease
in the global composite Purchasing Managers’ Index [PMI] in the last three
months provides further fillip fo this downgrade. The Committee noted that
the weakening global output growth continued omidst prevailing
vncertainties from familiar headwinds including: the futher escalation of
frade tensions behween the US and Ching; imposition of new rounds of
sanchons on lran; breakdown of BREEIT negotiations; a new wave of tension
on the Korean Peninsula; vulnerakilities in major financial markets and nising
public and private debt in some Emerging Market and Developing

Economies (EMDEs).

Despite these uncerainties, inflation in the odvanced economies remained
muted and largely below their 2.0 per cent long-run targets. As a result, most

cenfral banks in the advanced economies, including the US Fed, Bank of
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England and the European Central Bank, adopted a dovish monetary policy
stance, which is expected to remain in place in the near to medivm term, as
gigns of weakness in the global economy re-emerged. In the Emerging
tMarket Developing Economies, however, developments were mixed, with
inflation nzing in some, but moderating in others. In response, the financial
markets witnessed the rebalancing of portfolios from equities to fived income
securities, and some stock markets posting losses. In the main, the Emerging
Market Developing Economies are expected to continue to beneft from the
accommodative monetary policy stance of the advanced economies

through increased capital inflowws.

Domestic Output Developments

Available ouvtput data from the MNational Bureau of Stafistics (MB3) showed
that real Gross Domestic Product (GDP) grew by 2.01 per cent in the first
quarter of 201F compared with 2.35 and 1.89 per cent in the previous and
comssponding gquarters of 2018, respectively. This was largely diven by the
non-oil sector, which grew by 2.47 per cent in the firist guarter of 20019 while
the oil sector contracted by 2.40 per cent. 3taff projections indicate real GDP
growth of 234 and 234 per cent in Q2 2017 and Q3 2017, respectively,
including a reducton in the unemployment rate. The Monetary Policy
Committes observed that actual output remainsg below potential, iImplyng
that the economy still had sufficient headroom for non-inflationary growth.
Thiz iz expected to be dnven largely by sustained stabilty in the fnancial
gystermn; continued special intervenfions in Agriculture, manufacturing and
SMEs sectors, by the Bank; sustained effort in improving transport infrastructure
to address distnbution challenges; continued expansion of business achvities
as indicated by the PMI and increased supply of forsign exchange to

growth-stimulating sectors of the economy, among others.

The Committese noted the continued expansion of the Manufacturing and
Mon-Manufoctunng Purchasing Managers' Indices [PMI) for the 25 and 24

consecutive months in Apal 2019 and broodly welcomed this positive
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development In economic activities in Migena. The manufactuonng PMI grew
bv 57.7 index points compared with 57 4 index points in the previous month.
Similardy, the non-manufactunng P grew by 587 index points compared
with 55.5 index points in March 2017, The growth in both measures of PRl
were anchored by marginal increases in production, employment level and

neww orders.

Developments in Money and Prices

The Committee noted the growth in broad money supply [(M3) by 5.42 per
cent in Apal 2017 from the level at end-December 2018, annualized to 1434
per cent, above the indicafive benchmark rate of 14.47 per cent for 2019
Thiz was largely driven by the growth of 19.62 per cent in Net Domestic Assets
(MDA). In confrast, Met Foreign Assets (MFA) contracted by 583 per cent in
Aprl 2017 relative to the level ot end-December 2015, In spite of the
significant underperformance of M1 at -4.24 per cent annualised to -12.77 per
cent, M2 grew by 185 per cent in Apnl 2017, annualzed to 5.54 per cent,
which waos significantly below the benchmark rate of 1299 per cent for 20179
This development was largely due to the growth in fime and savings depaosits
by 4.53 per cent. The Net Domestic Credit (MDC) grew by 1731 per cent in
Apnl 2019 from the level ot end-Decemiber 2018, annualized to 57.92 per
cent, above ifs indicative benchmark of 11.82 per cent. The growth in NDC
was attnbuted to the significant increase in credit to both government and
the private sector by 44.44 and .44 per cent, respectively, in Apnl 2019,
comparaed  with  end-December 2018, The Committee noted the
developments in the monetary aggregates and enjoined the Bank to initiate
moves towards improving lending to the private sector and urged other
infermediany institutions in the financial sector to support these initiatives by

improving their credit delivery to boost output growth.

The Committes noted the uptick in inflation as headline inflation |(year-on-

vedr] rose sightly to 11.37F per cent in Apnl 2007 from 1125 per cent in March
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2019, The increase in headline inflation was driven mainly by food inflation
which rose by 1370 per cent in Apnl 2019 from 13.45 per cent in March 2019
Core inflation, however, declined marginally fo 928 per cent in Apnl from 7.44
per cent in March 2017, In Aprl 2017, month-on-month headline, food and
core inflation increased to 0.94, 1.14 and 070 per cent from 079, 0.53 and
053 per cent in March 2019, respectively. The MPC noted that the recent

uvptick in inflationary pressure was seasonally driven and anficipated.

Liguidity conditions in the banking system reflected the net impact of Open
Market Operations (OMO) auctions, matuang CTBMN Bills, stotutory allocaotons
to states and local governments as well as interventions by the CBHN in the
foreign exchange market. Consequently, the monthly weighted average
Inter-bank call and Open Buy Bock (OBB) rates increased to 13.58 and 1415
per cent in Aprl 2019 from 1080 and 1217 per cent in March 2019,
respectively. The daily unsecured interoank and the OBB rate, fluctuated
within the standing facilities comdor, closing at 4.57 per cent and 5.55 per
cent on May 10 and May 14, 2019, respectively, reflecting the reaction of the
money market to the 30 basizs point reduction in the policy rate at the

meeting of the MPC in March 201%.

The Committee observed the continued beansh trend in the eqguities market
in spite of the sustained capital inflows into the economy dunng the penod
under review. The All-3hare Index declined by 8.14 per cent to 28,871.83 index
points on May 17, 2017 from 31,430,590 index points as at end-December 2018,
while market capitalization grew by 8.33 per cent to M12.72 trllion on May 17,
2019 from M11.72 frillion at end-December 2018, The recent growth in market
capitalization reflected new listings in the market, prominent amongst which
is2 MATN and  Skyway Aviation Handling Company Ple and additfional listing

from the merger between Access Bank and Diamond Bank.

The Committee welcomed the continued stability at both the Bursou-de-
change [BDC) and the Investors' and Exporters' [|&E] windows of the foreign

exchange market, expressing optimism in the recovery of crude oil prices due

213



to the OPBC production ceilng and other geo-political ssues affecting oil

exports.

The MPC also noted the steady accretion to external reserves, which stood at
US$45.42 billion as at May 14, 2019, an increase of 2.20 per cent from USH44.44
billion at end-Aprl 2017

The Owverall Outlook and Risks

The overall medium term cutlock for the global economy remains miked and
uncertain with  growing indications of pemsistent macroeconomic
vulnerabilities, global financial market fragiliies, accommeodative monstany

policy, policy uncerainties and weakening global cutput.

Data on the domestic economy suggests some fragility in output growth
during the second quarter of 2017 with improved outlock for the rest of the
vear. Accordingly, revised output projections indicate that the economy
would grow by 2.1 per cent according to the Intermational Monetary Fund
(IMF), 2.2 per cent by the World Bank and 2.38 per cent by the CBM in 201%.
This outlock s hinged on the following key foctors: the effective
implementation of the Economic Recovery and Growth Plan (ERGP);
supportive monetary policy; enhanced flow of credit to the real sector;
sustained stability of the exchange rate; and improved fiscal buffers; amongst
others. The Committee, thus, expects that monetary policy would focus on
improving access to credit, reducing uvnemployment and  stimmulating

economic growth.

Committee’s Considerations

The Committee took into consideration the continued slowdown in the global
economy and the peristing uncerainties, including the ongoing trade wars
between the US and its major trade partners, financial fragilities in a number

of countries, the debt-constrained fiscal operations of most EMDEs, including
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Migena, and the wvolatility in the ol market. The Committes, therefore,
enjoined the Federal government to urgenfly build fiscal buffers through o

more realistic benchrmark oil price for the Federal Budget.

The MPC noted the 2.01 per cent growth in real GDP dunng the first quarter of
2019 compared with 1.89 per cent in the comesponding guarter of 2018.
Although output growth in the fist quarter was slower than 2.38 per cent
recorded in the preceding gquarter, it emphasized that actual cutput remains
well below the economy's longrun potential, indicating the existence of
spare capacity for non-inflationary growth in the economy, an opportunity
which should be explored through increased credit delivery o the private
sector. Mot impressed by the flow of credit from the Deposit Money Banks
(DMBs) to the private sector, the MPC called on the CBN management fo
urgently put in plaoce modalities to promote Consumer., and Mortgaoge
lending in the MNigenan economy, noting that doing this will greatly and

positively impact on the flow of credit and ultimately result in output groveth.

The MPC called for a close monitoring of the uptick in inflationary pressures in
Apnl 2019, drven largely by food shortages durng the Boster season, the
commencemeant of the planting seacson as well as peristing secunty
challenges in some of the food producing regions of the country. The
Committes, urged the relevant authorties to strengthen efforts o address the
securty challenges and improve food production. It encouraged finoncial
intermediating instifutions to ensure that loans to the agncultural sector were

channslled effectively to end users.

The MPC welcomed the improvement in financial soundness indicators (FSls),
but noted that although the Mon-Performing Loan (MPL) ratic moderated, it
remained above the prudentfial benchmard. Consequently, the Committes
considered and recommended to the CBM, a proposal to develop a

comprehensive administrative, legal and regulatory framework to speed up
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the recovery of delinquent loan facilities of the banking system; involving
structured engagement with relevant stakeholders and authonties, in order to
mitigate credit nsk and ulhimately open up the credit delivery space in the

Migenan economy.

The Committee extended warm felicitations in an expression of gratitude to
the President and Commander in Chief of the Armed Forces of the Federal
Republic of Migena, President Muhammadu Buhan, and the Senate of the
Federal Republic, respectively, for the reappointment and prompt
confimnaton of the Govemor of the Central Bank of Migena, Godwin I
Emefiele, for a second S-year term in office. In particular, the Committee
noted that the reappointment was in recognition of the contributions of the
CBEM to maintaining macroeconomic stability and it would engender
confidence and buld policy credibility and deliver stability to the Migenan

financial markets.

In view of the abundant opporfunities available to banks for unfettered
access to government secunties, which fends to crowd out private sector
lending, the Committee called on the Bank to provide a mechanism for
limiting DMBs access to government securities so as to redirect bank’s lending
focus to the pnvate sector, noting that this would spur the much needed
growth in the economy. It called on the Government to use all machinery at
its disposal to increase tax revenue to enable the govemment fund its budget

adequately.

The Commiltee’s Decision

The global and domestic developments have conditioned an environment of
low optimism in the macroeconomic and financial sector space, forcing

central banks to return to occcommodative monetary policy.
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As in the past, the Committee considered the options of whether to be more
accommodative, tighten or hold it position. The Committee felt that although
the shght inflation uptck should result in tightening, it nevertheless felt that
doing this will limit the ability of DMBs to increase credit at this ime, given the
need to support or redirect the focus of DMBs to new credit in support of
consumer, morgage and other prority sectors of the economy, Including,
3MEs, agriculture and manufactunng. It also felt that given the fragile state of
the economy, increasing the cost of credit would further diminish investment

flowr and impact negatively on output growth.

As regards loosening, some members felt that it was desirable fo aggressively
stimulate growth, restart the capital market activities and increase lending at

lower rates; which would ultimately stimulate domestic aggregate demand.

Those against loosening felt that given that there was a marginal increass in
headline inflation for Apnl 20179, there s need fo restrain from loosening in
order not fo exacerbate inflafionary pressures. They also felt the economy
would expenence liguidity surfeit and without coresponding increase in real
sector output, inflationary pressures could be elevated; resulting in likehly

exchange rate pressures.

As for members who favoured a hold posiion, maintaining monetary policy
rate at its present level was essentfial for better understanding of the
momentum of growth before determining any possible modifications. They
also felt that retaining the curent policy stance provides an avenue for
evaluating the impact of the Bank's infervention policies to support lending

to the prionty sectors of the economy.

Conzequently, the MPC decided against the baoackdrop of these
developments by a vote of  members out of 11, to hold all porameters of
monetary policy constant. Two members voted, however, fo reduce the

monetary policy rate by 25 basis points.

217



In summnary, the MPC voted to:

I. Retain the MPR ot 13.50 per cent;

Il. Retain the asymmetric comdor of +200/-500 basis points around the MPE;
lll. Retain the CER at 22.5 per cent; and

IV Retain the Ligquidity Ratfio at 30 per cent.

Thank you.
Codwin | Emefizle

Zovernor, Central Bank of Migena

21# May, 2019
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CENTRAL BANK OF NIGERIA COMMUNIQUE NO. 123 OF THE
MONETARY POLICY COMMITTEE MEETING OF MONDAY 25™ AND

TUESDAY 26™ MARCH, 2019
Background

The Monetary Policy Committee [MPC) met on the 25" and 24ém
March, 2019; against the backdrop of developments in the global
and domestic economic environments in the first guarter of 2017%.

Eleven (11) members of the Committee were present.

Global Economic Developments

The Committee noted with concemn the weakening performance
of global output growth at the end of 2018 and observed that
developments in the first quarter of 2019 were characterised by
legacy headwinds from the second half of 2018, These include:
the continued trade war between the US and China, policy
uncertainty amongst advanced economy central banks:
persisting uncertainties surrounding BREXIT negofiations:
vulnerabilities in major financial markets and rising public debt in
some Emerging Market and Developing Economies (EMDEs).
Consequently, global cutput growth for 2019 was downgraded by
the IMF from 3.7 per cent to 3.5 per cent.
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Price developments across major advanced economies,
continued to moderate in the review period alongside signals of
weakening output growth. In the light of this development, the US
Fed. the Bank of England and the European Central Bank
retfreated from their earlier stance of monetary policy
normalisation in favour of a monetary policy accommodation. This
led to wvolafilities in the financial markets of the advanced
economies as the balancing of porifolics moved capital from the

equities fo the bonds market.

The MPC noted the moderate appreciation of the US dollar
against the cumencies of most advanced and emerging market
economies. It further noted the trend of declining long term yislds
in the U5, and the likelihood that capital flows may be redirected
to EMDEs in the medium term.

Domestic Output Developments

Output data from the National Bureau of Statistics (MBS) indicate
that real Gross Domestic Product (GDFP) grew by 2.38 per cent in
Q4 2018 from 1.81 and 2.11 per cent in the previous quarter and
comesponding period of 2017. The major impetus for growth came
from the non-oil sector, which grew by 2.7 per cent in Q4 2018,

while the cil sector contracted by 1.62 per cent.

The Committee welcomed the continued positive sentiments in
the Manufacturing and Non-Manufacturing Purchasing
Managers' Indices [PMIls) for the 24™ and 23™ consecutive months

in March 201%9. The manufacturing PMI rose by 57.4 index points
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compared with 37.1 in the previous month. Similary, the non-
manufacturing PMI increased by 58.5 index points compared with
28.4 in February 201%9. The increase in both measures of PMI was
drnven by increases in production, employment, raw material
inventories and new orders. This improved outlook was attributable
fo the confinued stability in the foreign exchange market, varicus
interventions by the Bank in the real sector and the effective
implementation of the Economic Recovery and Growth FPlan
([ERGF) by the Federal Govemment. Furthermore, on the cument
measure of naftional output, the MPC noted the need to rebase

the GDF, an exercise which was last camied out in 2010,

Developments in Money and Prices

The Committee noted that broad money supply (M2) contracted
by 1.98 per cent in February 2019, below its level at end-
December 2018. Net Foreign Assets (NFA) contracted by 7.47 per
cent in February 20179 relative to its level at end-December 2018. In
contrast, M3 grew by 4.31 per cent in February 2019 compared
with its level at end-December 2018. Net Domestic Credit also
grew by 10.68 per cent in February 201%. The growth in NDC was
accounted for by the increase in credit to Government which
grew by 17.20 per cent in February 2019 over its level at end-
December 2018. Credit to the private sector also rose by 6.41 per
cent compared with its growth benchmark of .41 per cent. Given
the positive frajectory, the Committee urged the Management of

the CBN, to sustain the various initiatives of the Bank, particulary
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the partnership between the Bankers Committee and the Nigeria
Incentive-Based Risk Sharing System for Agricultural Lending
(MIRSAL) aimed at establishing a national microfinance bank to

cater for the MSMEs of the economy.

The Committee noted the continued moderation in inflation as
headline inflation [year-on-year) declined further to 11.31 per cent
in February 2019 from 11.37 and 11.44 per cent in January 2019
and December 2018, respectively. The decrease in headline
inflation was driven mainly by food inflation. which declined to
13.47 per cent in February 2019 from 13.51 per cent in January
2019, while core inflation declined marginally to .80 per cent from
?.21 per cent in the previous month. On a month-on-month basis,
headline, food and core inflation declined to 0.73, 0.82 and 0.63
per cent in February 2019, respectively, from 0.74, 0.83 and 0.8]
per cent in January 201%. The Committee noted the upside risks to
inflation to include; high cost of energy. infrastructure constraints,
insecurity in some parts of the country; and anticipated increase
in liguidity from the late implementation of the 2018 budget, and
noted that most of these factors were outside the ambit of
monetary policy. The MPC, therefore, urged the Federal
Government to sustain its current effort in stimulating output

growth by execuling the policies approved in the ERGP.

The net liquidity position reflected the impact of OMO auctions,
foreign exchange interventions, statutory allocations to states and
local governments, and maturing CBMN Bills. Consequently, the

average Inter-bank call rate increased to 16.45 per cent in
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February 2019 from 15.00 per cent in January 2019. The Open Buy
Back (OBEB) rate, however, declined marginally to 18.7% per centin
February 2019 from 19.71 per cent in January 201%. The interbank
call rates, however, closed at 8.0 per cent on March 8, 2019, while

the OBB closed at 14.39 on March 22, 2019.

The Committee noted that in spite of the recent upsurge in capital
inflow into the economy, the All-Share Index [ASl) and Market
Capitalization (MC) continued to decline, reflecting global
sentiments in portfolio rebalancing from equities to fiked income
securities. This generally reflected the perceived rsk at the long

end of the yield curve.

The Committee noted with satisfaction, the confinued stability in
the foreign exchange market at the Investors’ and Exporters’ [I&E)
window of the market. In particular, it also observed the moderate

improvement in oil prices and stable accrefion to external
reserves, which stood at US$45.2 bilion as at March 21, 2019, a
6.73 per cent increase from US$42.35 bilion at end-February 2019,

The Overall Outlook and Rizks

The medium term ocutlock for the global economy continues to be
uncertain  with indications of increasing macroeconomic

vulnerabilities and downward revision of the forecast for global

output growth.
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On the domestic economy, available data on key
macroeconomic indicators for output growth in the first quarter of
2019, and forecasts for the rest of the year, suggests confinued
positive outcomes. Based on recent projections, the economy is
expected to grow by 2.0 per cent (IMF), 2.2 per cent (World Bank])
and 2.74 per cent (CBN). The projection is hinged on: the
enhanced flow of credit to the real sector; sustenance of a stable
exchange rate; moderating inflation rate; CBN  special
interventions in growth-enhancing sectors, especially., agriculture
and non-agricultural SMEs; improved growth in the non-oil sector
and the effective implementation of the ERGFP by the Federal
Government, amongst others. The Committee expressed optlimism
that the establishment of the NIRSAL NMational Microfinance Bank
and the enactment of the Secured Transactions in Movable Assets

Act 2017 will stimulate lending to small and medium enterprises.

Committee’s Conszsiderations

The Committee observed the tepid output growth in 2018, but
noted with satisfaction that it strengthened in the last quarter of
2018 as well as the positive forecast for 2019, It further noted with
great satisfaction, the continued moderation in all measures of
inflation, sustained stability in the exchange rate and the robust
level of external reserves. It commended the recent upsurge in
capital inflows inte the economy, noting this to be a
demonstration of sustained confidence by the foreign investor

community in the Nigernan economy. The Committee was,
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howewver, not unmindful of developments in the global economy,
noting the recent slowdown in growth in some advanced
economies and the dovish stance of some major central banks as
an eary warning sign of broader macroeconomic vulnerabilities.
It, therefore, underscored the need to monitor the trend in capital
flows and the continued downturn in the equities market, noting
that the recent surge in portfolio inflows were concentrated in the

money market.

The Committee noted the relative volatility in il prices and its
impact on accretion to reserves which could easily undermmine the
stability observed in the foreign exchange market. t, however,
noted that cumrent developments in the oil futures market indicate
that oil prices wil remain considerably above the Federal
Government’'s 2019 budget benchmark. The Committee,
therefore, urged the Federal Government to strengthen its cumrent
revenue mobilization efforts as well as explore additional sources
of revenue in order to improve fiscal buffers. It further urged the
Federal Government to sustain its implementation of the ERGP,
while ensuring that growth is all inclusive. It reiterated the need to
concentrate effort on addressing the problem of weak power
infrastructure, as well as support domestic manufacturing. The
Committee also called on all relevant institutions of the
govemment to address the menace of smuggling and dumping
of goods into Nigeria; and encouraged the Bank to confinue fo
explore available scenarios to deal with the activities of economic

and oolicvy saboteurs. includina those invelved in dumeina and
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smuggling, in a bid to accelerate domestic production of goods in

Migeria.

The MPC noted the positive moderate outlook for growth and the
risks in the horizon. The Committee also noted that having
achieved a relatively stable exchange rate with price stability. it is
imperative that monetary policy should explore the next steps
necessary for enhancing growth, reducing unemployment and
diversifying the base of the economy. It further ocbserved that per
capita income growth is wvery negligible, while aggregate
demand remains weak. Aggregate cutput also remains below the
potential output level, implying sufficient headroom for non-
inflationary growth. This new direction has, therefore, become
imperative against the backdrop of the aftermath of the general
national elections and strong inflow of foreign direct and portfolic

investments into the economy.

The Committee urged for the speedy passage of the other
aspects of the Petroleum Industry Bill [PIB) to fast track the
development of the wvalue chain in the sector and create
employment. It also welcomes the passage of the National
Minimum Wage Bill by the National Assembly and call for its
speedy implementation in order o boost domestic aggregate

demand.

The Committee further observed that the performance of the

monetary aggregates were below their benchmarks, indicating
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headroom for monetary growth. The MPC noted the
encumbrances and constraints imposed on fiscal policy and the
associated vulnerabilities as it has consistently failed to mobilise
sufficient revenues to support development as enunciated in the
ERGFP, leaving room for continued debt financing, not previously
envisaged. Against this backdrop, it is imperative for monetary
policy to provide the much needed leverage to support output

growth and employment generation in the counitry.

On a more cautious note, the Committee expressed concem and
sympathises with the fiscal authorties, over the growing fiscal
deficit, external debt and debt service, and urged the need to
closely monitor the public procurement process in order fo

improve efficiency in public resource management.

On financial system stability, the MPC noted the improvements in
key financial soundness indicators and commended the Federal
Government for the setflement of debt owed to oil marketers,
which has considerably, helped in reducing the non-performing
loans (NPLs) portfolio of the banking industry. The Committes,
therefore, urged the Government to expedite action in settling all
outstanding confractor-related amrears so as fo improve the NFPLs
position and stabilise the banking system. In addition, the MPC
reiterated the Bank's commitment to improve credit delivery.
especially to small and medium scale enterprises, while
acknowledging efforts by the Central Bank of Nigeria in

coordinating the de-risking of lending to the private sector
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through the collaboration between the Bankers’ Committee and

MIRSAL.

In its consideration of the best monetary policy option. the
Committee noted the need for all agencies of Government to
work hard, not only in consolidating the growth so far achieved,
but also in ensuring that appropriate policies are put in place and
implemented to create jobs on a mass scale and diversify the
economy in a proper direction. In doing this, the policy options
facing the MPC at this meeting is a decision between retention of
the current stance of monetary policy or a slight loosening of the
policy rate, backed by the substantial stability of the major
macroeconomic indicators. The Committee felt that given the
relative stability in the key macroeconomic variables, there is the

need to signal a new direction that is pro-growth.

In its arguments, the Committee was convinced that deoing this
would further uphold the Bank's commitment to promoting strong
growth by way of encouraging credit flow to the productive
sectors of the economy. The MPC felt that signalling through
loosening by a marginal reduction would serve to manage the
sentiments in the capital markets owing to the wider spread in
yields in the EMDEs., relafive to the advanced economies.
Moreover, the real interest rate in the country would sfill remain

posifive.
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The Committee's Decision

In light of the above, the MPC decided by a vote of six out of
eleven members to reduce the Monetary Policy Rate [MPR) by 30
basis points. Two members voted to reduce the MFRE by 25 basis
points, while one member voted to reduce it by 100 basis points.
Two members, however, voted to hold the MPR at its cumrent level,

Ten members voted to hold all other parameters constant, while a
member voted to reduce the Cash Reserve Ratio (CER) by 100
basis points from 22.5 to 21.5 per cent.

In summary, the MPC voted to:

l. Adjust the MPR by 50 basis points from 14.00 to 13.50 per cent;

Il. Retain the asymmetric comidor of +200/-500 basis points around

the MFR;
lll. Retain the CER at 22.5 per cent; and

IV. Retain the Liquidity Ratio at 30 per cent.

Thank you.
Godwin |. Emefiele
Governor, Central Bank of Nigeria

25H March 2019
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CENTRAL BANK OF NIGERIA COMMUNIQUE No. 122 OF THE MONETARY POLICY
COMMITTEE MEETING OF MONDAY 215" AND TUESDAY 22W0 JANUARY, 2019

Background

The Monetary Policy Committes (MPC) held its first meeting for fiscal 2017 on
21#¢ and 22 Janwary, 2019 amidst concems over the slowdown in global
economic actwvity, ansing from on-going frade tensions, tightening glokbal
financing conditions and mountfing external deot in Emerging Market and
Developing Economies [EMDEs]. On the domestic front, the resurgence of
moderate inflationary pressure and possible threats to accretion to external
reserves due to soffening crude ol prices were noted. The Committes
reviewed the developments in the global and domestic economic and
financial environments in 2018, as well as the nsks and outicok in the short to

mediurn term. Eleven (11) members of the Committes were in aftendance.
Zlobal Economic Developments

The Committee noted the divergence in peformaonce of most economies in
2018 leading to moderation in global output. In oddition, a combination of
factors incluoding: financial market volatilities, frade war between the US and
key alles, confinuing monetary policy nomalzation by the US, BREXIT, the
termination of the Buropean Central Bank's (ECE) asset purchase program in
December 2018 and the slowdown in the Chinese economy, further

heightened uncerfainties for the global economy in 2019, Conseqguently,
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global growth has been downgraded by the IMF to 3.5 per cent in 2017, from
3.7 per centin 2018.

The Committee noted the gradual increase in global inflation, with
inflationary pressures intensifying in some Emerging Markets and Developing
Economics (EMDEs) that had in the recent past faced curency depreciation
ansing from capital flow reversals anzing from progressive monetary
tightening by the Federal Beserve. It 15, however, expected that the recent
declne in ol prces may reverse the trend, especially for ol importing

economies and thus moderate currency depreciation in these countries.

Domestic Output Developments

The Committee noted the confinued recovery in output growth in the
domestfic economy after the 2014 recession as real GDP grew by 181 per
cent in @3 2018 from 1.50 per cent in Q2 2018. The services and agncultural
sectors continued to dnve output growth, contnbuting 1.19 and 0.56 per cent,
respectively. However, the peristence of herdsmen attack on farmers, cattle
rustling and flooding in some parts of the country affected agncultural and
Ivestock output. Based on the Manufactunng and Non-Manufactunng
Purchasing Managers' Indices [PMI), output growth for Q4 2018 s expected
to expand further. The expected performance proected in the PMI s
attnbuted to confinued stability in the foreign exchange market,
improvements in the flow of financing resources to the real sector through the
varous interventions by the Bank, effective implementation of the Economic
Recovery and Growth Plan (ERGP) and the increase in non-oil sector GDP.
The ouflook for growth, however, remains fragile as the late implementaton
of the 2018 budget and the residual impact of flooding and secunty
challenges, constitute headwinds to growth. The Committee, therefore,
believes that the effective implementation of the 2018 capital budget and

the ERGP, improvement in the secunty situation, and continued stakility in the
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foreign exchange market will enhance aggregate demand and output

arowth.

Developments in Money and Prices

The Committees noted that the broader measure of money supply, M3, grew
by 15658 per cent in 2018, above the provisional benchmark of 13.02 per
cent. Broad money (MZ)], also grew by 1217 per cent in December 2018 over
itz level at end-December 2017, in contrast to the provisional benchmark of
1048 per cent for 2018, The increase in M2 reflected the growth in Met
Foreign Assets [MFA] of 18534 per cent in December 2018, above its
provisional benchmar: of 14.30 per cent. Credit o the private sector rose
marginally by 1.96 per cent below itz provisional benchrark of 12.37 per
cent, while credit fo government grew by 33.77 per cent in December 2018,

aoove its benchmark rate of 17.38 per cent.

The Committee noted the appreciable growth in credit to the private sector
which haod been a constraint to growth in the real sector and expressed
optimism of further improvement in lending, through the sustained effort of
the Bank to enhance credit delivery to small and medium scale industries in
the economy. The MPC, thus, commended the Management of the Bank for

its efforts so far in sustaining credit delivery to the real sector of the economy.

The resurgence in inflationary pressure in the economy was of concem to the
MPC oz headline inflation (yvearon-year] inched up to 11.44 per cent in
December 2018 from 11.28 per cent in November 2018, The increase in
headline inflation was driven by food inflation, which rose to 13.38 per cent in
December 2018 from 13.30 per cent in Movember, while Core inflation
declined marginally o 7.77 per cent in December 2018 from 2.79 per cent in
the previous month. The Committee, howsever, observed that the uptick in
inflation was attnbuted to seasonal factors, which impacted mainly on food.
Consequently, all measures of inflation, month-on-month, showed a decline.

Thus, headline, food and core inflation declined to 074, 08land 0.50 per
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cent in December 2018 from 0.84, 0.90 and 045 per cent, respectively, in
Movember 2018.

The Commitee observed that the near-term nsks to inflation remain: the
residual impact of flooding on agnoculfural output, INsecunty In parts of the
food producing belts of the country, exchange rate pass-through to inflation
due to weakening ocil price and caompaign-related spending towards the
2017 general elections. Accordingly, the MPC urged the Federal Government
to sustain its curent effort towards im proving securty to ease the food supply

chain botilenecks.

toney market interest rates in the review penod, generally reflected the level
of iquidity in the banking system as the average inter-bank call rate declined
ggnificanfly to 717 per cent in November 2018 from 14.18 per cent in
October 2018, The Open Buy Back [OBB) rate, which stood at 6.57 per cent in
October 2018, increased marginally o .74 per cent in November 2018, On
December 24 and 31, 2018, the interbank call and OBB rates, however,
closed at 1400 and 15854 per cent, respectively. The improvement in net
iquidity position and inferest rate reflected the combined =ffects of the CBM
quasi-fiscal operations, OMO auctions, maotuing CBM Bills and foreign
exchange interventions oz well as statutory allocations to state and local

governments.

The Committes cbserved the decline in the equities marcet for the most part
of 2018, On a year-on-year basis, the All-Share Index (ASl) decreased by 17.81
per cent from 35,243.19 at end-December 2017 to 31,430.50 ot end-
December Z18. The AllShare Index [(ASl] further decreased by 1.33 per cent
to 31,005.17 as at Janvary 18, 2017. Similady, Market Capitalization (MC)
decreased by 13.87 per cent from MN13.41 trillion at end-December 2017 to
M11.72 frillion at end-December 2018. It further declined by 1.37 per cent to
M11.54 trillion os at January 18, 2017, The Committee cbserved that these
developments largely reflected the impact of the progressive monetany

policy normalization in some advanced sconomies and the sustained profit
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taking activities of foreign investors arnsing from perceived political rnisk in the
build-up to the 2019 general slections. The MPC, however, remained
optimistic of the gradual revernal of the curent trend in the medium ferm,
given the cument stability in the foreign exchange market and the external
reserves position, as well as confinued improvements in key mocroeconomic

indicators.

The Committee noted the relative stabkility ot both the Bureoau-de-Change
BDZ) and the lnvestors' aond Exporters’ [I&E] window of the foreign
exchonge market, supported by the Bank's prooctive exchangs mate
management policies.  also observed with satisfaction, the confrioution to
stability in the market of the implementation of the Bilateral Curency Swap
Agreement [BCSA) with China and the inflow of the US$2.8 bilion Eurc bond.
The Cormmittes abo noted the marginal increase in the external reserves,
from US$42 54 bilion at end-December 20158 to US$42.28 billicn as at Januvary
21, 201%, noting that these improvements would further strengthen investor

confidence in the Migenan economy.

The Owerall Oullook and Risks

Forecasts for key mocroeconomic indicators in 2019 portend a positive
outlook for the domestic economy. Output growth is expected o be driven
by fiscal stimulus from increase in ol and non-ocil receipts to support the
Federal Govemment's Economic Fecovery and Growth Plan. The economy is
projected to grow by 2.0 per cent oy the IMF, 2.2 per cent by the Wordd Bank
and 2.28 per cent by the CBHN. Key headwinds to these forecasts, howewver,
are soffening oil prces, permistent secunty challenges arsing from insurgency
in the Morth East, herdsmen aftack in some parts of the country and

perceived political Asks associated with the 2017 general elections.

The oullock for inflation in the first half of 2019 5 mixed, with the expectation

of an increase in the nearterm before a gradual decline towards the mid-
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vear. Inflation s expected to nse margnally amidst palpable talbwinds, which
inclede increased spending preparatory to the 2019 general elections and
continued disruptions to the food supply chain in the insurgency prone areas

and herdsmen attacks in food producing regions of the country.

The MPC appraised the possibility of external shocks in 2017 as the outlook for
the glekbal economy remains uncertain due to the effect of on-going frade
tensions between the US and its key allies, slower growth in China, unclear
direction of BREXIT negotiotions and confinwing monetary policy
normalization in some advanced economies. The Committee was of the view
that cil prices may, however, remain relatively stable, within the US350pk

bracket in view of recent OPEC's production cutting actions.

Committee’s Considerations

The Committee noted with satsfacton, the performance of the economy in
2018, highlighting the achievements in key maoacroeconomic indicators in the
foce of global uncertainties and domeshc challenges. In particular, it noted
the stakility in the exchange rate, stable accrefion to external ressrves,
moderation in inflation and the low but gradual improvement in real GDP
growth in the lost sk consecutive quarters commencing from Q2 2017, The
PP noted that gwven global economic conditions and the nsk confronting
emerging markets and developing economies in recent times, as well as the
limited productive caopacity of the economy, the maonoged float foreign
exchange management regime of the CBN has delivered the most optimal
results when compared with other emerging markets in recent fimes.
Consequently, capital flows info the domestic economy has continued
unabated after an inttial lull. The Committee considered the nsks to the global
economy, nofing the dowrward revision in projected global output In 20179,
the adverse mpact of the frade war between the US and its major trading
partners, likelihood of lower crude oil prAces, impact on capifal flows of

confinued monetary policy normalzation by major advanced economies,
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distorted signals on BEEXIT negotiations, as well as pockets of other socio-

poliical tensions and perceived election nsks on the domestic front.

The Committee commended the govermnmment’s focused expenditure on
investment in infrastructure and uvrged the Federal Govemment to sustain the
pace towards addressing the infrastructural deficit in Migena. it noted that
the immediate impact of this approach on GDP may be slow in coming, but
will eventually expand the economy’'s produoctive base, reduce
unemployment and increase aggregate demand in a more sustainable

rmanner and over a long pernod of fime.

The Committee acknowledged the strategic role of the private sector in
economic growth and remained concemed over the slow growth in credit to
the private sector through 2018, while noting the sudden increase at end-
December 2015. The MPC commended the initiative of the Bankers
Committee in addressing the phenomenon of low credit to the small and
medium scale enterprses through partnenng with the Nigerna |Incenfive-
Based Risk Sharing 3ystem for Agncultural Lending [MIESAL] to establish a
nafional Microfinance bank with branches in all 5States and Local
Sovernment areas of the Federation fo provide low interest rate lending to
srnall scale businesses. A further initiative by MIRSAL with the CBMN o de-risk
lending to small scale enterprzes s alo being fine-tuned. On extemal
bomowing, the Committes noted the increase in the debt level, it advised for

caution, noting that debt levels could fast be approaching the pre-2003 Pans

Club exit level.

The MPC also noted that although there was an increase in the inflation rate
for the second consecutive month, month-or-meonth inflation continued to
moderate, indicating that the year-on-yvear measures will also moderate in
the near term. This is supported by the stability in the naira exchange rate
and thus, urged the Bank to sustain this stability. To this end, it welcomed the
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narrowing of the exchange rate premium between the BDC segment and

the Investors” and Exporters’ (1&E) window of the foreign exchange market.

The Committee also noted with satisfaction the gradual reduction in Mon-
Performing Looans of the deposit money banks (DMBs) which has further
strengthened their balonce sheets. The Committee believes that as
Sovernment pays off contractor debt and other obligations, thers will be a

sizable reduction in the NPLs of the banking system.

The Committes also noted the attempt by Govemment to broaden the base
of the Value Added Tax (VAT] and urged the authonties to expedite action in
that respect, arguing that increazed tax collection will reduce the pressure on
government expendifure and create fiscal buffes to  improve

macroeconomic management.

The observed and recent high foreign capital inflow info the MNigenan
economy despite the perception of election nsk, iz evidence of the
confidence of the intemational community in the country's macroeconomic
management and provides a compeslling reazon for the Committes to await
clarity on maocroeconomic performonce after the general elections in

February and March 201%.

In the light of the obserqred nsk confronting the economy, including the
global and domestic inflationary pressures, which have intensified the sk of
cumrency depreciaton, the MPC was of the view that a loosening option was
very remotfe. Weighing the balance of itz judgement on price stability
conducive to growth, the MPC felt that fightening would result in the loss of
the gains so far achieved, noting that this may drnve the banks to repnce their
assets; thus  increasing the cost of credit as well as elevating credit nisk in the
economy. It will also women the position of non-performing loans of the

banks. The Committee also felt that tightening would dampen investments
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and haomper improvements in output growth, gven the oready fragile
growth performoance so far achieved.
The Committee’s Decision

In the light of the above, the MPC decided by a vofte of all eleven (11)

member to keep the policy parameters unchanged from their current levels.
In summary, the MPC voted to:

|. Retain the MPRE at 14 per cent;

Il. Retain the asymmetnce comdor of +200/-500 basis points around the MPE;
lll. Retain the CRR at 22.5 per cent; and

V. Retain the Liguidity Rato at 30 per cent.

Thank you.
Zodwin | Emefisle
Zovernor, Central Bank of Migena

22rd January, 2019

238



PART J

OTHER FINANCIAL INSTITUTIONS
DEPARTMENT CIRCULARS, POLICIES AND
GUIDELINES

239



CENTRAL BANK OF NIGERIA
Central Business District

Cadastral Zonc AO
P.M.B 0187, Gark:
OTHER FINANCIAL INSTITUTIONS SUPERVISION DEPARTMENT Abuja
Tc;g)—t_&]ﬂ”
C- . O l@bﬂ. K
REF: OQFI/DOQA/LTT/CON/002/138 October 8, 2021

LETTER TO OTHER FINANCIAL INSTITUTIONS (OFls)

On 28 July 2010, the Nigerian Federal Executive Council approved January 1, 2012, as the
effective date for adoption of International Financial Reporting Standards (IFRS Standards)
in Nigeria.

IFRS Standards are required for the financial statements of all ‘public interest entities’, which
include not only quoted and unquoted companies but also governments, government
organisations, and not-for-profit entities that are required by law to file returns with
regulatory authorities. All Other Financial Institutions (OFls) fall under this category by virtue
of the requirements to file returns with the Central Bank of Nigeria (CBN).

However, due to some implementation challenges, some concessions were granted to
some entities to delay the adoption. Key amongst these challenges was the dearth of
required skills by reporting entities and their external auditors. Over time, this knowledge
gap has been bridged and more entities have joined the fold of others, who had adopted
and prepared their accounts based on this set of Standards. Several efforts had also been
made by the CBN to ensure that capacities were built and entities encouraged to do same.

Consequently, all OFIs are by this circular, required from the 2021 financial year, to prepare
their annual financial statements (AFS) in accordance and full compliance with IFRS as the
Other Financial Institutions Supervision Department of the Central Bank of Nigeria will no
longer accept AFS that are not in compliance. The submission of AFS not in compliance with
IFRS shall be regarded as non-submission and appropriate penalties imposed thereon.

Finally, OFls that are just adopting the IFRS Standards for the first time should comply fully
with IFRS 1, for first time adopters.

This is for your information and strict compliance.

, -
Nkiru bu

Director, Other Financial Institutions Supervision Department
Central Bank of Nigeria
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CENTRAL BANK OF NIGLREA
Central Business District

Cadastral Zone AO

PM.B 0187, Garki

OTHER FINANCIAL INSTITUTIONS SUPERVISION DEPARTMENT Abuja
Tel: 09-46235439

e-mal: ofisd@cbn,gov.ng

Website: www.chn.gov.ng

OFI/DIR/LTT/GEN/022/153 April 30, 2020

LETTER TO ALL OTHER FINANCIAL INSTITUTIONS (OFls)

N ME_FOR N O v
D TAT

Pursuant to the provisions of Section 27 (1) (a) of BOFIA, all banks and OFls are required
to forward the audited financial statements of each financial year 1o the CBN for
approval before the end of the fourth month following the year to which they relate.
Accordingly, the 2019 Audited Financial Statements should have reached the CBN on
or before April 30, 2020.

However, we have observed that the lockdown of most cities in the country due to the
coronavirus pandemic has restricted the engagement of External Auditors and the daily
operations of all OFls across the country.

’

Therefore, the deadline for submission has been extended by three months. For the
avoidance of doubt, all Other Financial Institutions are required to submit the 2019
Audited Financial Statements on or before July 31, 2020.

Please note that the Central Bank of Nigeria will monitor compliance with the extended
date, and defaulters will be sanctioned accordingly.

Qﬁf\”\t\,
Nkiru Asiegbu

Director, Other Financial Institutions Supervision Department
Central Bank of Nigeria

-
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CENTRAL BANK OF NIGERTA

Criver Financial Institutions Supervision Department
33, Tafawa Balews Way,

Central Busingss District

P.M, B, 0157
Garki, Abuajs.
Tel: (9-401-13438
E-mail: ofidu cenbank ore 1pth Sep'hunhur, 2019
Our Ref: OFI/DIR/DOC/GEN/20/365
L] " -
N C NG A MBATTIN
TH N M (AM

Further to our circular ref: OFISD/DIR/CIR/GEN/17/128 dated 2™ May, 2017
on the above subject (copy attached), we have obsarved with concern that many OFls
have not been rendering returns on Anti-Money Laundering and Combatting the
Financing of Terrorism (AML/CFT) as required. This is contrary to the relevant
provisions of the Money Laundering (Prohibition) Act (MLPA) 2011 (as amended) and
CBM AML/CFT Regulations 2013.

As indicated in the circular, all OFIs are required to render the following returns regularly in the
prescribed format:

Type of Return - Rendered To Time/ Frequency
S/N
i Currency  Transaction Reports | NFIU Within 7 days
(CTRs)
2 Suspicious Transaction Reports  NFIU Within 24 Hours
' (STRs)
[3 Foreign Currency Transaction | CBN Within 24 Hours
Reports (FTRs)
4 Risk Assessment Report CBN Manthly
5 Politically  Exposed  Persans | CBN and NFIU Manthly
(PEPS)
6 Employee Education and Training ] CBN and NFIU Annually
Program
7 Complince  with  Employee | CBN and NFIU Quarterly
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i Training Program ' | Bl
8 | Monitoring of Employee Conduct | CBN " Semi-annually
g | Three Tiered KYC CBN and NFIU Quartery
10 JrTEHI‘I.g for the Adequacy of | CBN and NFIU | Annually d
AML/CFT Compliance |

In view of the foregoing, all defaulting OFIs are hereby strongly warned to render the
returns without delay to avoid regulatory sanctions. The returns should be submitted
alectronically using the attached templates in EXCEL format to the e-mail addressss indicated
in the circular,

For returns to the CBN, you are advised to submit through yvour corporate e-mail as the CBM
has restricted all web-based e-mails such as YAHOD or GMAIL from its domain. Alternatively,
you may liaise with your umbrella associations for assistance to submit the returms. Equally,
OFIs are advised to contact MFIU for guidance on the submission of returns to its platform.

Flease note that failure to comply with the above directive will attract decisive sanctions in line
with the CBM Administrative Sanctions Regulations 2018 which can be accessed from the CBN

website at: www.chn.gov.ng.

For enquiries, please contact:
1, Cluwafemi M, Ige (0B0E2663317 or omigedchn.gov.ng)
2. Yunusa Ibrahim (08037860504 or yunusa@cbn.gov.ng)

3. Mustapha S. Thrahim (0B039162866 or msibrahim@chn.aoy. na)

‘Tokunbo Martins {(Mrs.)
Director, Other Financial Institutions Supervision Department
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CENTRAL BANK OF NIGERIA

Financial Policy and Regulation Department
Central Business District

PM.B. 0187

Garki, Abuja.

Tel: 09-46237401
E-mail:fprd@cbn.gov.ng

OFI/DIR/GEN/CIR/07/033
September 5, 2019

Circular to all Cther Financial Institutions and Morigage Sector Stakeholders in

Nigeria

GUIDE TO CHARGES BY BANKS AND OTHER FINANCIAL INSTITUTIONS IN NIGERIA
7- _REM L NTEREST RATE AND CAP IN RESPECT OF PART 2

Section.2.1.3.)

The CBN in 2017, issued the Guide to Charges by Banks and Other Financial
Institutions in Nigeria, to moderate charges on various products and services
offered by banks and Other Financial Institutions {OFls) in Nigeria.

Our attention has been drawn to some implementation challenges in respect of
part 2 Section 2.1.3 (Morfgage Finance] in respect of the maximum cap of MPR +
5% placed on mortgage finance rates.

The CBN after due consideration of the concems of stakeholders, hereby amend
Part 2 (A & B): interest Rate and Lending Fees Subsection 2.1.3 Mortgage Finance
to read "NEGOTIABLE". Please note that ''subject o a maximum of MPR + 5%'" is
no longer applicable. |

This new provision takes effect from September 9, 2019.

Please be guided accordingly.

,v——"ﬁ' (
KEVIN N. AMUGO
DIRECTOR, FINANCIAL POLICY AND REGULATION DEPARTMENT
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CENTRAL BANK OF NIGERI \
Ceniral Business District

Cadastral Zone AO

P.M.B 0187, Garki

OTIER FINANCIAL INSTITUTIONS SUPERVISION DEPARTMENT Abuja

T‘C;l $-4f_6235439

e-fal. ofisdG@cbn gov.ng

Wobsile: www.chi.gov.ng September 3, 2019
OFI/DIR/CIR/GEN/20/349

LETTER TO ALL DFls

ESTABLISHMENT AND OPERATION OF SUBSIDIARIES AND SPECIAL PURPOSE
VEHICLES

We have noted the spale of requests from Development Finance Insfifulions
[DFIs) for special regulotory approvals to operate special purpose vehicles
{SPVs) in furtherance of operational objectives. It ‘is important that DFls are
fransparent in their financial reporfing and remain focused on their core
objectives.

In this regard, DFls are henceforth required fo provide comprehensive
disclosures on all subsidiaries and SPV operations. In the same vein, the same
regulatory standards that apply to the parent DFI will apply fo the subsidiaries
and/or SPV.

Specifically, DFis are required fo:

1. Submit returns on all SPVs including details of ownership, corporate
governance slructure, statements of assets and liabilities, income and
expendifures, project(s) status, possible risk exposure and mitigants, along
with own regulatory returns.

2. Report on the Financial soundness indicators / prudential ralios of the DFI
calculated on a selo and consolidated basis.

3. Present for opproval, its Audited accounts along with that of the SPVs on a
consolidated basis.

4. Meet a consolidated leverage ratio of af leasi 10% [Common Equity: Tolal
Assets {On and Off-Balance Sheet inclusive)] at all fimes.

Finally, DFIs are required 1o nole that:
1. Approval of new $SPVs shall depend on the successful performance of
earlier approved ones and the meeting of the consolidated prudential
ratios, leverage ratfic and business objectives at all fimes.
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2. A consolidated risk-based examination of all subsidiaries and/or SPVs will
be conducted on g periodic basis.

Please note that failure to comply with these requirements would be viewed as
a violation of the provisions of the DFls' Guidelines, and would be appropnately
sanclioned.

B A e e SR

‘TOKUNBO MARTINS (Mrs.)
Director, Other Financial Institutions Supervision Depariment
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CENTRAL BANK OF NIGERIA

Other Finaneial Institutions Supervision Department
33, Talawa Balews Way,

Central Business District

.M. E. 0187
Garki, Abuju.
o 09-462-35439
5 ofid@cenbank. o
* 20" June, 2019
OFVMRDOCIGEN 0207252

LETTER TO ALL MICROFINANCE BANKS (MFBs) ON THE REVISED NATIOMNAL FINANCIAL
IINCLUSION TARGETS
It will be recalled thai the Mational Financial Inclusion strategy (NFIS) was launched in October 2012 and

revised in 2018 with the major ohjective of increasing the percentage of adult Migerians who own bank
accounts and use formal financial services from the baseline figure of 46.3% in 2000 to B0% by 2020,

Civer the last six yeers of implementation of the simtegy, microfinance banks have contributed significantly
towards the realization of the stated objective. As at the end of 2018, 63.2% or 63 million adull Nigerians
were financially served beaving an inclusion gap of 36.8% or 36.6 million adult Nigerians that need to be
included. Given the short time to the end of the target date, it has become expedient for all stakeholders 1o
double effarts lowards the realization of the targeted 80% inclusion rate.

[n @ bid to mobilize stakeholders on the Revised Mational Financial Inclusion Strategy (WF1S 2.0) and
accelerate progress towards the achicvement of the targel, the CBN held a stakeholders” forum for all
financial service providers in the six geo-polilical zones in the first and second quarters of 2019 which was
atiended by representatives of MFBs, The objective of the Forum was to expose stakeholders 1o the detailed
provisions of the Revised Strategy (NFIS 2.0) and their expected roles/responsibilities in the financial

inclusion agenda.

One of the major resolutions reached at the event was the setting of a target for each branch of a
microfinance bank to acquire 64 new customers per month. This translates to 774 new bank accounts
(measured by new BVMN registration) per branch per year. Given the wrgency of this task, it is
important to cascade the target to your branches for their information and implementation.

Consequently, all MFBs are hereby requested to implement the above resolution and disseminate same 1o all
their branches {whers applicable) to ensure conceried efforts towards achieving the overarching target of B0%
financial inclusion by the year 2020,

A menthly reportfepdate on new customers on-boarded should be submitied to the Director, Other Financial
Institutions Supervision Deartment using the anached format and a soft copy sent to the officers listed
below: For any inquiries and feedback, please also contact the same persons;

* M3, Sophia Abu, soabuel chopovngs: 0BO3TOIE412
*  br. Hilary Ewubo, hdewubord chogov ng 08034 167600,
Thank cooperation.

okunbo Martins [Mrs.}
Director, (ther Finaneial [nstitutions Supervision Department
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PART K

PAYMENT SYSTEM MANAGEMENT
CIRCULARS, POLICIES AND GUIDELINES
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CENTRAL BANK OF NIGERIA
Central Business District,
Cadastral Zone AO

P.M.B, 0187, Garki

PAYMENTS SYSTEM MANAGEMENT DEPARTMENT Abuja.
Tel: 09 462 38300, 09 462 38346
e-mnil: psmd@chn.goving
websile: waw.chn.govng
PSM/DIRPUBICIR/O1/027 October 12. 2021

Circular To All Deposit Money Banks, Mobile Money Operators. Super
Agents and Payment Service Providers

ISSUANCE OF REVISED REGULATORY FRAMEWORK FOR BANK
VERIFICATION NUMBER (BVN) OPERATIONS AND WATCH-LIST FOR
THE NIGERIAN BANKING INDUSTRY

The Central Bank of Nigeria (CBN) in fine with its objective of prometing financial
system stability hereby issues the Revised Regulatory Framework for Bank
Verification Number (BVN) Operations and Watch-List for the Nigerian Banking
Industry

The Eramework enhances effectiveness of customer due diligence and Know Your
Customer processes as part of the overall strategy for promoting a safe and
efficient banking and payment sysiem.

The CBN will continue to monitor industry developments and |ssue further
guidance as may be appropriate

)

Musa I. Jimoh
Director, Payments System Management Department
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CENTRAL BANK OF NIGERIA

REGULATORY FRAMEWORK FOR BANK VERIFICATION NUMBER
(BVN) OPERATIONS AND WATCH-LIST FOR THE NIGERIAN
BANKING INDUSTRY

(OCTOBER, 2021)
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Preamble

In exercise of the powers conferred on the Central Bank of Nigenia (CBN), under
the Central Bank of Nigena Act, 2007 (CBN Act), and the Banks and Other
Financial Institutions Act (BOFIA) 2020, the CEN hereby issues the revised
Regulatory Framework for the Bank Venfication Number (BYN) Operations and
Watch-list for the Nigerian Banking Industry (“the Framework™).

1.0

1.1

1.2

Regulatory Framework For Bank Verification Number (BVN)
QOperations

Introduction

The Central Bank of Nigeria, in collaboration with the Bankers'
Committee, deployed a centralised Bank Verification Number (BVN)
System in February 2014. This is part of the overall strategy of ensuring
effectiveness of Know Your Customer (KYC) principles, and promotion of
safe, reliable and efficient payments system. The BVN system gives each
customer in the Nigenan banking industry, a unique identifier number.

This Framework defines the operations of BVN as well as the
establishment and operations of a Watch-list for the Nigerian Banking
Industry, to address increasing incidence of frauds and to enhance public
confidence in the banking industry.

This Framework, without prejudice to existing laws, is a guide for the
operations of the Watch-list in the Financial System. The Watch-listis a
database of customers identified by their BVNs, who have been involved
in confirmed cases of breaches, as defined within the framework.

Objectives

The objectives of the Regulatory Framework for BVN and Watch-list
Operations in Nigeria are to:

Define roles and responsibilities of participants in the BVN system;
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1.4

1.4.1

1.5.1

Define Bank Vernfication Number (BVN) operations in Nigena;
Define access, usage and management of the BVN system;
Outline operations of the BVN Watch-list process;

Define sanction regime for breaches in BVN operations; and
Deter fraud incidences in the Nigerian Banking Industry.

Scope

The Framework provides regulations for BVN operations and Watch-list
for the Nigenian Banking Industry.

BVN Operations

BYN operation compnses all activities leading to the management of the
unigue banking identification of customers in the BVN database.

Participants in BVN Operations and Watch-list

This Regulatory Framework shall guide the activities of the participants in
the provision of BVN Operations and Watch-list. Participants include:

Central Bank of Nigernia (CBN);

Migerna Inter-Bank Settlement System Plc (NIBSS);
Banks;

Other Financial Institutions (OFls); and

Customers.
Roles and Responsibilities
Central Bank of Nigeria

The Central Bank of Nigeria has the regulatory and oversight function on
the BWVN system in Nigeria. Therefore, the CBN shall:

Review and approve the regulatory Framework and the Standard
Operating Guidelines;

Approve eligible users for access to the BVN information;

Approve access to the BVN information;

Ensure that the objectives of the BVN initiatives are fully achieved;
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Wil

Vil

Monitor stakeholders to ensure compliance;

Apply appropriate sanctions for non-compliance;

Through the Director, Payments System Management Department,
conduct oversight and operate the BVN system in the Bank (including
update and request for information);

Through the Director, Risk Management Depariment, approve requests
for delisting from the Watch-list;

Through the Director, Risk Management Department, in collaboration with
relevant departments, mediate on issues arising from the Watch-list
between participants;

Through, the Director, Consumer Protection Department, handle
consumer complaints on BYVN.

1.5.2 Nigeria Inter-Bank Settlement System Plc (NIBSS)

Vi
Wil

Vil

Xi.
Xi.

NIBSS shall:

Collaborate with other stakeholders to develop and review the Standard
Operating Guidelines of the BVN (BVN SOG);

Ensure seamless operations of the BVN system;

Maintain the BVN database;

Manage access to the BVN information by the approved users;

Ensure recourse to the CBN on any request for BVN information by any
party;

Ensure adequate security of the BVN information;

Update the Watch-list with the BWYNs of enlisted individuals by
participants;

Use the Watch-list report submitted by participants and duly endorsed by
the MD/CEQ of the bank, with clearance from the Director, Risk
Management Department of CBN to delist the BVN from the watch-list;
Provide participants with a portal for the venfication of watch-listed BVN;
Provide Application Programming Interface (API) for eligible institutions to
integrate their systems to the BVN database for online validation of watch-
listed BVN;

Keep audit trail of activities on the Watch-list;

Put in place a Service Level Agreement (SLA) with relevant stakeholders;
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Xiv.

XV,
XVl

Provide CBN access to the Watch-list:

Comply with the Intermational Organisation for Standardisation (150)
standards for secunty and business continuity;

Maintain a Watch-list Portal; and

Perform any other role assigned or incidental to the BVN operations.

1.5.3 Banks and Other Financial Institutions (OFls)

viil.

vi.

il

Banks and Other Financial Institutions shall be involved in the BVN
operations as approved by CBN including the following:

Ensure proper capturing of the BVN data (including BVN captured by
their agents) and validate same before the linkage with customers’
accounts/wallets (except Tier 1) in line with the provisions in the SOG;
Ensure all operated accounts/wallets (except Tier 1) (including
accounts/wallets (except Tier 1) opened through agents) are linked
with the signatones’ BVNs within 24 hours of NIBSS making BVN
available;

Enroll all mobile money wallets (except Tier 1) subscribers on the BVN
database and link their wallets (except Tier 1) with their BVNs within
one hundred and eighty days (180) days of the issuance of this
framework;

Ensure that BVN details of all signatories, Directors, and Beneficial
owners are linked to their respective non-individual accounts/wallets
(except Tier 1). This is also mandatory for Non-resident Non-Nigerian
Directors (NENND) of corporate accounts;

Ensure customer's name on the BVN database is the same in all of
his/her accounts/wallets (except Tier 1) across the Banking Industry;
Repaort the BVNs of individuals in breach to NIBSS for update on the
Watch-list within 1 business day of breach;

Report the BYNs of confirmed deceased customers to NIBSS for
designation as “DECEASED" on the BVN database within 24hrs of
confirmation;

Use the Watch-list report submitted by participants and duly endorsed
by the MD/CEO of the Institution, with clearance from the Director, Risk
Management Depariment of CBN to delist the BVN from the watch-list.
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Xi.

Xil.

Xiil.

Xiv.

EAN

XVII.

MNotify NIBSS for enlisting individuals involved in established breaches
signed by the Chief Audit Executive;

Where a participant needs to watch-list a customer of another bank,
the Chief Audit Executive of the customer's bank shall be notified;
The Chief Audit Executive of the customer's bank, upon notification of
a breach, shall investigate within one (1) month and after confirmation
of the breach, request for the watch-list of the customers’ BVN within
two (2) business days. The investigating bank shall inform the
requesting bank of its action on the customer. A copy of the finalized
report of the internal investigation should be sent to CBN, through the
Director, Risk Management Department;

Request for the Delisting of individuals from the Watch-list, after
clearance from the CBN;

Integrate the banking application to the Watch-list, for online
identification/verification of watch-listed individuals as transactions
occur;

Enforce appropriate sanctions on customers’ accounts/wallets (except
Tier 1) as stipulated in the sanctions grid;

Update the terms and conditions of account/wallet opening forms with
the following disclaimer for new accounts and communicate the update
to existing customers:

‘If a breagh is associated with the operation of your account/wallet, you
agree that we have the right to apply restrictions to your account/wallet
and report to appropriate law enforcement agencies in line with extant
laws”;

Use the BYN APl only for account opening, maintenance and
validation in order to ensure full compliance with relevant data privacy

laws: and

Perform any other role assigned or incidental to the BVN operations,
as may be applicable.
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1.5.4 Customers

1.6

Vi

Customers shall:

FProvide accurate biometrics and biodata. Customers role and
responsibilities shall also include the reporting of any changes in their
biometric (e.g. loss of a finger) and biodata;

Abide by the Regulatory Framework for BVN Operations and Watch-list;
and

Report all suspicious or unauthorized activities on their accounts/wallets
(except Tier 1) to their banks /OFls;

BVN Operational Processes and Procedures
These are:

Enrollment: This is the process where individuals have their biometric
and demographic data captured in the BVN database.

Identification: This refers to the companson of an individual's biometnics
against the BVN database to confirm the individual had not been
previously enrolled and a BVN generated.

Verification: This refers to the process of authenticating the customer by
matching his/her biometric template with what had been captured in the
database.

Issuance: Following the generation of the BVN, the customer shall be
notified of the BVN by the capturing institution through any of the
following: card, voucher, email, SM5, letter, etc.

Linking of Customer's BVN to all related accounts/wallets (except Tier 1):
This Is a process of using the customer's BVN generated after his/her
enrolment to link accounts/wallets (except Tier 1) to which he or she is a
signatory, after validation. No new account/wallet (except Tier 1) shall be
allowed to operate without BVN (except inflows), however, any
account/wallet (except Tier 1) without BVN shall be closed within 30 days.
Delinking of Customer’'s BVN from accounts/wallets (except Tier 1): This
is the process of removing the BVN of a signatory (except for Directors/
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Beneficial owners) that is linked to an account/wallet (except Tier 1). The
BVN shall be delinked upon the approval of the Chief Audit Executive of
the customer's bank. This delinking process is for corporate or joint
accounts and for activities not associated with breaches. Returns on
delinked accounts/wallets (except Tier 1) shall be rendered to the
Director, Payments System Management Department on a monthly basis.
Where there is no linked account a nil report should be submitted.

vii. Fraud Management: This is a process aimed at using BVN to deter,
prevent, detect and mitigate the risks of fraud in the banking industry.
vili. Customer Information Update: This is the process by which the
customer's information can be updated on the BVN database.
1.7 Access to the BVN Database”
Except for Tier 1 users of the BVN database i.e. banks, Other Financial
Institutions and Maobile Money Operators (who have direct access),
access™ to the BVN database shall be approved by the CBN and guided
in line with the following grid:
S/N TIER 1 ACCESS ACCESS RULES
USERS OF BVN DATABASE TYPE
Banks Direct Treat with stnct
Access (Do | confidentiality
2 Other Financial Institutions | Not Require | Requires  consent
(excluding PSPs) CBN'’s of customers
Approval)
S/IN TIER 2 ACCESS ACCESS RULE
USERS OF BVN DATABASE TYPE
Fayments Service Providers Through Requires consent
2 Credit Bureau NIBSS as | of customers
defined in the
Other entities that may be|BVN S0G
approved by the CBN

* Details of operational procedures guiding the access to the BYN database

shall be as contained in the BVN 50G.
** Foreign entities shall not be allowed access to the BVN database.
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1.8

1.9

1.10

1.11

Request for BVN Information

Without prejudice to the extant laws of Nigena, the following entities***
may be granted BVN information upon presentation of valid Federal High
Court orders:

Law Enforcement Agencies;
National Pension Commission;
Pension Fund Administrators; and
Other entities as may be approved.

**Individuals are not eligible to access BVN information, other than their
own.

Restrictions on the Use of BVN

The use of BVN shall be restricted only to purposes specified by the CBN.
The following shall constitute abuse of the BVN:

Use of BVN to sanction individuals for non-financial offences;
Use of BVN for identification outside the banking system; and
Any other misuse, as may be designated by the CBN.

Access Fees

The CBN shall determine fees payable for accessing information from the
BWVN database.

Security and Data Protection

Farties involved in the BYN operations, shall put in place, secure
hardware, software and encryption of messages transmitted through a
secured network;

BWN data shall be stored within the shores of Migena and shall not be
routed across borders without the consent of the CBN;

Users of the BWVN information shall establish adequate security
procedures to ensure the safety and secunty of its information and those
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Vi,

112

1.13

1.14

of its clients, which shall include physical, logical, network and enterprise
security;

Access to BVN information by customers shall be obtained through
secured channels with appropriate authentication;

BVN participants shall ensure that BVN information is treated as
confidential: and

All stakeholders shall comply with Nigena Data Protection Regulation
(NDPR) or any regulation of the Bank on data protection and relevant
extant laws.

Risk Management

BVN participants shall ensure that risk mitigation measures are in place
to minimise operational risks. The BVN operations shall not be
susceptible to sustained operational failures.

Consumer Protection and Dispute Resolution

All consumer complaints shall be resolved in accordance with the CBN
Consumer Protection Regulation.

Updating Customer’'s BVN Records
Change of customer records shall be allowed as follows:

Correction of date of birth on BYN record shall be allowed once, with
supporting documents, evidencing the correct date of birth;

ii. Change of Mame due to mamage/divorce/religion shall only be allowed

with supporting documents, such as marmage ceriificate/divorce
certificate/affidavit, newspaper adverts, etc_;

Minor comrection of name, due to misspelling shall only be allowed, with
supporting documents and regulatory forms of identification such as
international passport, driver's licence and NIMC |D, showing the correct
name;

Change of names that are totally different or partially different shall only
be allowed after the customer has produced supporting documents to the
change of the name, and this shall be reported to the Nigerian Financial
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vi.

Vii.

viii.

2.0

21

Intelligence Unit (NFIU) as a suspicious act by the participant. The NFIU
shall issue appropnate clearance in the case of a totally different name
before effecting the change;

The customer's name on the BVN database shall be the same in all
his/her accounts, across the banking industry;

Customers who wish to close their accounts/wallets (except Tier 1) shall
be allowed to do so. Where the account/wallet (except Tier 1) is not linked
with the BVN, a payment instrument shall be issued in the same name in
which the account/wallet was opened. In cases where the balance on the
account/wallet(except Tier 1) i1s more than what is legally allowed on a
paper instrument (ie. &10 million) the bank shall seek and obtain
clearance from the NFIU before such accounts/wallets(except Tier 1) can
be closed and the balance transferred electronically to another account;
Timeline for the resolution of BVN issues shall be 5 working days from the
date the customer submits all the required documents; and

Following corrections/updating of details, the customer shall be notified
by the institution that made the changes through any of the following:
email, SMS, letter, etc.

WATCH-LIST FOR THE NIGERIAN BANKING INDUSTRY

A Watch-List shall be maintained for the banking industry. The Watch-List
contains BVN records of individuals that have been confirmed to be
involved in breaches outlined within this Framework (see Appendix I).

In determining what constitutes a breach, participants shall adhere to the
following procedures:

Identify Nature of Breach

Upan receipt of a report of an alleged breach, the participants shall, within
one (1) month, investigate the alleged breach with a view to determining
the nature of the breach, where and when it occurred.
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2.2

Fair Hearing

Once a breach is established, in the process of investigation/fair heanng,
a customer's account shall be placed on Post-No-Debit (PND), the
customer shall be notified through verfiable means within five (5)
business days:

At a minimum, the notification shall clearly state the breach and the
consequences which include watch-listing;

The customer(s) shall be given the opportunity to present documentary
evidence that may affect the decision within three (3) business days; and
Where decision to watch-list the BVN is reached, the customer shall be
notified through venfiable means.

2.3 Categories of Breaches
Breaches include, but not limited to, the list in Appendix I. For watch-
listing, the paricipants shall use Table 1" below to classify/categorise
breaches:
Table 1: Watch-list Classification
S/No Description Category
1 Any Breach without monetary value. 0
2 | Any Breach with monetary value 1
3 | When a customer is watch-listed more than once 2
4 | Deceased Customer 33
5 | Any breach with individual at large 99
2.4 Watch-List Stakeholders
Waitch-list stakeholders include:
i. CBN

Nigera Inter-Bank Settlement System Flc (NIBSS)
Banks/Cther Financial Institutions (OFls)
Customers
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2.5 Delisting from Watch-List

All aggrieved individuals whose BVNs were watch-listed shall make
formal request for delisting through the initiating participant. Only a
participant that placed an individual's BVN on the Watch-list can request
for delisting.

2.6 Conditions for Delisting
i. Expiration of term in the Watch-List.

ii. Erroneous listing of a BVN on the Watch-List.

2.7 Process for Delisting
The processes for delisting are automatic or manual.

2.7.1 Automatic delisting
Once awatch-listed BVN has served its term in the Watch-List, the NIBSS
system shall automatically delist the BVN and notify the participant, who
shall in-tum notify the customer.

2.7.2 Manual delisting

i. Where it is established that a customer's BVN should be delisted, the
initiating participant shall apply in writing with supporting documents to
the CBN for approval to delist. The supporting documents shall be duly
authorised by the MD/CEOQ and the Chief Audit Executive.

ii. Upon approval from CBN, the initiating participant shall be notified while
Risk Management Department, CBN shall forward same to NIBSS for
delisting within one (1) business day. NIBSS shall effect the delisting
within one (1) business day of receiving the letter.

iii.  The initiating participant shall immediately notify the customer.
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3.0
3.1

3.1.1

vi.

Vil

SANCTIONS AND PEMNALTIES
Breach of Framework

Any participant who fails to perform its stipulated responsibilities shall be
penalised by the Central Bank of Nigeria.

Sanctions for customers with BYNs on Watch-list

The following penalties shall apply to customer whose BVN is on the
Watch-list:

They shall not be allowed to enter new relationship with any participant.
A participant may choose not to continue business relationship with
account/wallet (except Tier 1) holder on the Watch-list.

Where a participant chooses to continue an existing business
relationship with holders of account'wallets(except Tier 1) on the
watch-list, the account/wallet(except Tier 1) holder shall be prohibited
from all electronic channels such as but not limited to ATM, POS,
Internet Banking, Mobile Banking, USSD including issuance of third-
party cheques. However, inflows may be allowed, provided these are
from legitimate sources.

A customer with watch-listed BVN shall not reference accounts, access
or guarantee credit facilities.

A customer shall remain on the Watch-list for a period as specified in
‘Table 2: Watch-list Penalties’ below.

In the event of a recurrence of breach, the penalty period shall run
consecutively.

Subject to the provision of Section 1.9, penalties associated with a
watch-listed BVN shall apply to all accounts/wallets (except Tier 1) the
BWVN is linked to.
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3.1.2 Sanctions for Participants

Table 2: Watch-list Penalties

SN Infraction

Category

Penalty

1 |Any Breach without
monetary value

0

As stipulated In  Section
2.1.1 above for a pernod of
five (5) years.

2 [Any Breach  with 1 As stipulated In  Section
monetary value 3.1.1 above for a period of
ten (10) years.

3 |When a customer is 2 As stipulated in Section
watch-listed more than 3.1.1 above for a penod of
once ten (10) vyears and

transactions are limited to
the domiciled branch.

4 When a customer is 33 As stipulated In Section
deceased 1.5.3 (vin).

5 Any  breach  with 99 As stipulated In  Section
Individual at 3.1.1 above and ‘POST NO

large(Timeline  72hrs
of no contact)

DEBIT' on all accounts
linked to the BVN (in line
with extant laws).

The following infractions by participants shall attract appropnate

penalties:

Misuse of the BVN watch-listing process for victimisation;
Improper linking of accounts/wallets (except Tier 1); and
Other infraction(s), as may be determined by CBN.
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Table 3: Infraction Penalties for Participants

signatories’ BVN within
24 hours of NIBSS
making BVN available.

SIN RESPONSIBILITY INFRACTION SANCTION
&2 000,000 penalty
per
infraction/customer,
15% of the total
No amount credited into
’ account/wallet(except | Operating an account | the account during the
Tier 1) shall operate | without BVN. period infraction exists
without BVN. and 820000 penalty
per
infraction/customer
per day after the
infraction exists.
Failure to capture
customers’ I. 2,000,000 penalty
Ensure proper biometrics and per
capturing of the BVN biodata in line with| infraction/customer
2 |data (including BVN| the BVN Framework.
captured by their
agents)
1. Failure to validate
L indine with the [&2 000,000 penalty
3 |Eeure yolkater nd|  BWN Frameuork | per
and BVN 500G. infraction/customer
Ensure all operated
accounts/wallets
(except Tier 1) 200,000 penalty per
(including infraction/customer.
accounts/wallets Failure to comply with
= (except Tier 1) opened | the Framework and [&20,000 penalty per
through agents) are|BVN S0G. infraction/customer
linked with the per day after the

infraction exists.
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S/IN| RESPONSIBILITY INFRACTION SANCTION

Ensure  that  BVN
details of all
signatories, Directors,
and Beneficial owners
are linked to their
respective non-
5 individual
accounts/wallets
(except Tier 1). This is
also mandatory for
MNon-resident Mon-
Nigerian Directors
(NRNND) of corporate
accounts.

200,000 penalty per
infraction/customer.
Failure to comply with
the Framework and|&20000 penalty per
BVN S0OG. infraction/customer
per day after the
infraction exists.

Report the BVN of Failure to report
individuals in breach to P £200,000 penalty per

NIBSS for update of the Eﬁﬂg ﬁng BN for infraction/customer.
Watch-list. ’

I. Failure to correctly
report the BVN of
deceased customer.

Report the BVN of

confiimed  deceased
customers to NIBSS for ii. Failure to follow due

T | designation as| - : - | 220,000 penalty per

“DECEASED’ on the| Processinconfiming | o v o icustomer

BVN database within 2| and designating a| o qou " ofier  the
- customer as|: - -

business days. infraction exists.

£100,000 penalty per
infraction/customer.

‘DECEASED".
£4100,000 penalty per
Where a bank needs to infraction/customer.
watch-list a customer Administrative
of another sanctions may be

Failure to inform in line

ga |Participating  bank, | T cedure for

the Chief Audit

imposed by the Bank.

Executive of  the watch-listing. &5 000 penalty per
customer's bank shall infraction/customer
be notified. per day after the

infraction exists.
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SIN

RESPONSIBILITY

INFRACTION

SANCTION

8b

Upon notification the
Chief Audit Executive
shall comply with the
procedure for
investigating and watch
listing the customer.

Failure to comply with
the procedure for watch-

listing.

#200,000 penalty per
infraction/customer
and &20,000 per day
for every day the
infraction subsists.

Enforce the appropnate
sanctions on customers
as stipulated.

Failure to comply with
the Framework.

£100,000 penalty per
infraction/customer.

10

Use the BVN AFI only
for account/wallet
opening, maintenance
and operational
purposes and ensure
full compliance with
relevant data privacy
laws.

Failure to comply with
the Framework and
SOG.

£200,000 penalty per
infraction/customer.
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Glossary of Terms

BVN Operations — process involving enrollment, identification, validation,
verification, linking of customers BWVN to all related bank
accounts/wallets(except Tier 1), offline authentication, fraud management and

customer information update.

Initiating Participant — Any participant that requests the BVN of a customer for
watch-listing.

ISO — International Crganisation for Standardisation.
Participants — Entities or individuals involved in the BVN operations.

Stakeholders — Entities or individuals who have an interest (business or
otherwise) in BVN database.
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Appendix |

List of Breaches

i.

.
iii.
v.
V.
Vi
ViI.
wiii.

X,
Xii.

i
XIv.
xV.
XVi.
XVii.
Xviii.
XX,
XXl
XXl
Xxlil.

Use of forged document

Forgery

Compromise

Complicity and connivance

Duplicate enrolment

Use of fictitious information

Receipts of proceeds of deception

Deception

Receipts of fraudulent proceeds

Any infractions on AML/CFT laws

Dishonest acts

MNon-cooperation with efforts (as stipulated in the Regulation on Instant
Interbank Electronic Funds Transfer) to reverse wrong credit, erroneous,
multiple or duplicated payments or credits

Any infringement of the Cybercrimes (FProhibition, Prevention, etc.) Act, 2015
Misuse of identity

Misrepresentation/ldentity theft

Misuse of financial information

Breach of confidentiality

Falsification

Concealment of relevant information

Conspiracy

Extortion

False representation

Any other fraudulent infraction

October, 2021
Central Bank of Nigeria, Abuja
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CENTRAL BANK OF NIGERIA
Central Business District,

Cadastral Zone AQ

PM.B. 0187, Garki

PAYMENTS SYSTEM MANAGEMENT DEPARTMENT Abuja

Tel: 09 462 38300, 09 462 38346

e-mail: psmdé@xcbn gov.ng
website: www.cbn.gov.ng

PSM/DIR/PUB/CIR/01/026 September 6, 2021

Circular

To: Banks and Payment Service Providers

DISAGGREGATION OF BULK PAYMENT

The Central Bank of Nigeria (CBN) has noticed the inherent problems
associated with the processing of bulk transfers by banks and payment
service providers (PSPs). Currently, originating banks and PSPs pass a
single debit entry through the initiating customer’'s account and multiple
credits to beneficiaries without adequate records of the credit entries in their
system. This distorts the audit trail and hampers transparency.

In order to address this challenge, the CBN hereby directs that all end-to-
end bulk payments or transfers shall henceforth be processed on the
platforms of banks or PSPs for their customers with a detailed breakdown of
the accounts that receive the credits retained in the custody of the sender's
banks.

All banks and PSPs are required to ensure full compliance with this
requirement and all other payment system regulations.

Please be guided accordingly.

Musa |. Jimoh

Director, Payments System Management Department
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CENTRAL BANK OF NIGERIA
Central Business District,
Cadastral Zone AO

PM.B. 0187, Garki

PAYMENTS SYSTEM MANAGEMENT DEPARTMENT Abuja.

Tel: 09 462 38300, 09 462 38346

e-mail: psmd@cbn.gov.ng

website: www,cbn.gov.ng

PSM/DIR/CON/CWQ/20/095 August 3, 2021

CIRCULAR TO ALL DEPOSIT MONEY BANKS., PAYMENT SERVICE
PROVIDERS AND OTHER FINANCIAL INSTITUTIONS ON ISSUANCE OF THE
GUIDELINES FOR LICENSING AND REGULATION OF PAYMENTS SERVICE

HOLDING COMPANIES IN NIGERIA

The Central Bank of Nigeria (CBN) recently issued the CBN Circular on New
Licence Categorisations for the Nigerian Payments System (ref:
PSM/CIR/GEN/CIR/01/22) which requires companies, desirous of offering
switching and processing services and motile money services, to set up a
Payments Service Holding Company (PSHC) structure, such that the activities of
the subsidiaries are clearly delineated.

The CBN, hereby issues the Guidelines for Licensing and Regulation of Payments
Service Holding Companies in Nigeria to facilitate the understanding of regulatory
requirements for operations of a Payments Service Holding Company (PSHC) in
Nigeria.

All stakeholders are required to ensure strict compliance with these Guidelines and
all other regulations.

Please be guided accordingly.

MusaT-Jimoh
Director, Payments System Management Department
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GUIDELINES FOR LICENSING AND REGULATION OF
PAYMENTS SERVICE HOLDING COMPANIES IN
NIGERIA
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1.0 INTRODUCTION

The Central Bank of Nigeria (CBN), in line with its commitment to promote an
efficient and credible payments system, approved new licence categonisations for
participants in the payments system. The regulation requires companies desirous
of operating more than one licence category, to set up a Payments Service Holding
Company (PSHC) (hereinafter referred to as a Payments Service Holding Company
(PSHCY)), with activities of subsidianes clearly delineated. This amangement would
prevent commingling of activities, facilitate management of risks and enable the
Central Bank of Nigena exercise adequate regulatory oversight on all the
companies operating within the Group.

The affected regulated payment activities are:

. Mobile Money Operations
Il.  Switching and Processing
ll. Payment Solution Services
V.  Any other activity as may be approved by the CBN

Under this arrangement, a Non-operating PSHC shall be formed to hold equity
investment in the separate companies in a “parent-subsidiary” arrangement. In
serving as a source of financial strength to its subsidianes, a PSHC shall maintain
financial flexibility and capital-raising capabilities to support its subsidianes. It shall
also be capable to provide and use available resources to augment the capital of
its subsidiaries, in the event of financial stress or adverse conditions.

Issued in exercise of the powers conferred on Central Bank of Nigena, under the
Central Bank of MNigeria Act (2007) and the Banks and Other Financial Institutions
Act, Cap B3, Laws of the Federation of Nigeria, 2020 (BOFIA), these Guidelines
shall complement the CBMN Circular on Mew Licence Categorisations for the
Nigerian Payments System (ref: PSM/CIR/GEN/CIR/01/22) and other subsidiary
legislations made under these Acts, as well as other Directives, Notices, Circulars,
Policies, Frameworks, issued by CBN and other regulators in the Nigenan financial
services sector, from time to time.

These Guidelines are intended to facilitate understanding of the reguirements for
the adoption and operations of a PSHC in Nigeria and covers the definition and
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structure of a PSHC, licensing requirements, ownership and control, corporate
govemance, permissible and non-permissible activities, as well as supervision.

2.0 DEFINITION AND STRUCTURE OF PSHC

2.1 Definition

For the purpose of this regulation, a PSHC is a company whose principal object
clause include the business of a holding company set up for the purposes of making
and managing equity investment in two or more companies, being its subsidiaries,
which are Payments Service Providers across the following categories:

.  Mobile Money Operations
Il.  Switching and Processing
ll. Payment Solution Services

2.2  Non-Operating

221 The PSHC shall be non-operating, existing solely to carry out investment in
approved subsidiaries without engaging in the day-to-day management and
operations of subsidiaries.

222 A PSHC shall be a corporate body, registered with the Corporate Affairs
Commission (CAC), and licensed, supervised and regulated by the Central Bank of
Migeria. It shall have a board size of between 5 and 10 or as determined by
applicable CBN Corporate Govemance Guidelines.

2.3  Structure

231 For any PSHC structure to emerge, there shall be at the minimum, two
subsidiaries, which include a Mobile Money Operator (MMO) and a Switching

company.
2.3.2 APSHC is permitted to have only two hierarchies. Given the permissible level
of hierarchies, the PSHC may have a subsidiary which is a parent to ancther
subsidiary (intermediate company).

233 A PSHC may acquire controlling interest in any permissible financial andfor
technological company, subject fo prior approval of the CBN, where controlling
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interest represents a minimum of 51% of authonised share capital of the entity.

2.34 A PSHC that elects to change to mono-line payments service provider shall
seek the prior approval of CBN. Such PSHC shall submit along with its request for
approval, the following:

a. Annual audited financial statements of the immediate past three years under the
arrangement/structure it seeks to discontinue;

b. Divestment plan from subsidiaries; and

c. Any other requirements as may be determined by the CBN from time to time.

24 Excise of Subsidiary from a Payments Service Holding Company

The CBN may, by order, direct a PSHC to divest from a subsidiary where, in the
opinion of CBN, the PSHC is being run in a manner that is detnmental to the
subsidiary and/or stability of the financial system.

3.0 LICENSING REQUIREMENTS

The promoters of the PSHC shall be required to submit a formal application for the
grant of a licence. The application shall be addressed to the Director, Payments
System Management Department. The Licensing process shall be in two phases:
Approvaln-Principle and Final Licence.

A Financial Holding Company, with a payment service provider as a subsidiary, that
had been licensed prior to the issuance of these Guidelines, needs not apply for a
PSHC licence.

3.1  Requirements for grant of Approval-In-Principle (AlP)

The application shall be accompanied with the following:

3.1.1 A non-refundable application fee of N1,000,000.00 (Cne Million Naira only) or
such other amount that the CBMN may specify from time to time; payable to the
Central Bank of Nigeria, through electronic transfer.

3.1.2 Evidence of meeting the prescribed minimum paid-up capital as defined in
Section 7.1 of the Guidelines, subject to the satisfaction of the CBN.
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3.1.3 Detailed business plan or feasibility report which shall, at a minimum, include:

a.

Objectives of the PSHC and those of the subsidianes it intends to
establish/acquire;

Justification for applying for the payments service holding company;,

Ownership structure in a tabular form indicating the name of proposed
investor(s), profession/business and their percentage shareholdings;

. Biodata, resume/curmiculum vitae of proposed investors;

Indication of sources of funding of the proposed equity contribution for each
investor;

Where the source of funding the equity contribution is a loan, it shall be a long-
term facility of, at least, a 7-year tenor, and shall not be obtained from the
Nigerian banking system or foreign subsidiaries of Nigenian banks;

. Corporate Govemance Charter of the PSHC stating the roles and

responsibilities of the board and its sub-committees, among other things;

. Criteria for selecting board membership;

Biodata and detailed resumes of directors and Board composition;

List of identified top/senior management staff, biodata and detailed resumes
stating qualifications, experiences, records of accomplishment, etc.;

National Govemment-issued Identity documents (International Passport, etc.)
biodata and Bank Venfication Mumbers (BYNs) of proposed Board and
Management staff of the company;

The Tax Identification Number (TIN) of the company and its Tax clearance
certificate where applicable;

. A schedule of services that will be shared in the group;
. Five-year financial projection on the operations of the PSHC indicating expected

growth and profitability, and details of the assumptions that form the basis of the
financial projection;

Details of Information Technology (IT) infrastructure proposed to be deployed;
and
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p. Information on and pictorial representation of the corporate group structure with
shareholding percentage by the PSHC in each of the subsidiaries and their
principal businesses and registered Head offices.

3.1.4 A wntten and duly executed undertaking by the promoters that the PSHC shall
be adequately capitalized for the volume and character of its business at all
times, and that the PSHC shall be under the supervisory authority of the CBN,
as an Other Financial Institution (OFI).

3.1.5 For requlated foreign institutional investors, the CBN shall require a no-
objection letter from the regulatory body in the home country.

3.1.6 Shareholders’ agreement providing for disposalftransfer of shares as well as
authonsation, amendments, waivers, reimbursement of expenses, etc.

3.1.7 Statement of intent to invest in the PSHC to be made by each investor in the
PSHC.

3.1.8 Technical Services Agreement, where applicable.

3.1.9 Draft copy of the company's Memorandum and Aricles of Association
(MEMART). At a minimum, the MEMART shall contain the following
information:

Proposed name of the PSHC;
Object clause which shall be limited to the permitted activities of its licence;

c. Subscribers to the MEMART;
d. Procedure for amendment;

I

e. Procedure for share transfer or disposal; and
f. Appointment of directors.

3.1.10 Where the promoters of the PSHC are corporate investors, the CBN shall
require them to forward the following additional documents:

a. Certificate of Incorporation;
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b. Board resolution supporting the company's decision to invest in the equity
shares of the proposed PSHC;

c. Names, biometrics, BWNs and addresses (business and residential) of owners,
directors and their related companies, if any;

d. Audited financial statements and reports of the company, including Tax
Clearance Certificate for the immediate past 3 years;

e. Certified True Copies of the company's CAC forms showing the details of
allotment and particulars of directors; and,
f.  Any other documentfinformation that the CBN may require from time to time.

If satisfied with the application of the promoter(s), the CBN may grant an Approval
in Principle (AIP).

3.2 Requirements for Granting a Final Licence

Not later than six (6) months after obtaining the AIP, the promoters of a proposed
PSHC shall submit an application to the CBN for the grant of a final licence. The
application shall be accompanied with the following:

3.2.1 Non-refundable licensing fee of N5,000,000.00 (Five Million Naira only), or

such other amount that the CBN may specify from time to time, payable to the
Central Bank of Nigenia by electronic transfer;

3.2 2 BEvidence of promaotion or investment of a payment service company;
3.2 3 Evidence of payment of capital contribution by each shareholder;

3.2 4 Evidence of location of Head Office (rented or owned) for the take-off of the
PSHC;

3.2 5 Schedule of changes, if any, in the Board, Management, IT infrastructure and
significant shareholding since the grant of AlF;

3.2 6 Bvidence of ability to meet technical requirements and modern infrastructural

facilities such as office equipment, computers, telecommunications, etc. to
perform PSHC operations and meet CBN and other regulatory requirements;
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3.2.7 Organisational structure, showing functional units, responsibiliies, reporting
relationships and grade (status) of heads of departments/units; and

3.2.8 Board and staff training programme.

3.3  Requirements for commencement of operations

The PSHC shall inform the CBN of its readiness to commence activiies and such
information shall be accompanied with one copy of each of the following:

. Shareholders’ Register;
. Share certificate issued to each investor;
lll. Enterprise Risk Management Framework (ERMF);
V.  Intermal Control Policy;
V. Minutes of pre-commencement board meeting;
V1.  Opening statement of affairs signed by directors and auditors; and
VIl.  Date of Commencement of Activities.

3.4 Post commencement requirements
A PSHC shall:

3.4.1 Comply with relevant guidelines and regulations issued by the CBN and
relevant extant laws.

342 Maintain adequate accounting system and keep records that capture all
information which reflect the financial condition of the PSHC.

3.4.3 Ensure that it and all its subsidiaries are adequately capitalised at all times.

4.0 CORPORATE GOVERNANCE

The following provisions designed to strengthen the governance structure of the
PSHC, shall apply:

a. The board shall include, at least, an individual with requisite experience in
the business(es) of the subsidiary payments service companies within the
Group.
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b. Appointment to the board and management positions shall be in line with the

requirements of Assessment Criteria for Approved Persons’ Regime For
Financial Institutions (The Approved Persons’ Regime), or any other
applicable regulation, issued by the CBN from time to time.

. Regulations on the disqualification of Board and management, applicable to

Other Financial Institutions (OFls), shall apply to Payments Service Holding
Company.

. A PSHC shall:

Comply with the provisions of applicable CBN Corporate Govemance
Guidelines and demonstrate evidence of existence of competent and
independent board, with requisite capacity to provide oversight on internal
controls and risk management practices.

Comply with the provisions of the Securifies and Exchange Commission

(SEC) Corporate Governance Guidelines for publicly quoted companies and
listed entities in Nigena, where applicable.

Include its audited financial statements among the contents of its website.

Ownership and Control

. Prior approval of the CBN shall be obtained for any shareholding of 5.0 per

cent and above, or any change in ownership which results in change in
control of the PSHC.

Where such shares are acquired through the secondary market, the PSHC
shall apply for approval from the CBN within seven (7) days of the acquisition.

. Subsidianes of a PSHC are prohibited from acquiring shares in the PSHC.
. Subsidianes are prohibited from acquiring shares of other subsidianes of

their parent PSHC.

For the purpose of sub-sections (b) and (c) of this section, “subsidianies”
include those of intermediate companies.

. Where a PSHC loses control of any of the two payments services

subsidiaries - switching and processing company or mobile money operator
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- in the group, for a period exceeding six (6) consecutive months, the PSHC
shall cease to be a PSHC and will be required to retum its licence to the
Central Bank of Nigena for cancellation.

Where a PSHC with only two subsidiaries, loses its controlling interest in
either of the subsidianies, for a penod exceeding six (6) consecutive months,
the PSHC shall cease to be a PSHC and will be required to retum its licence
to the Central Bank of Nigenia for cancellation.

Where a PSHC loses controlling interest in a subsidiary under 4.1 (d) or (&),
and subsequent to the cancellation of its licence, the PSHC shall divest
wholly and completely from that subsidiary within a penod of six (6) months
or any other period as may be determined by the CBN, to enable the
subsidiary continue operations as an independent entity.

Where a PSHC loses controlling interest in a subsidiary under 4.1 (d) or (),
and the subsidiaries include a Switching and Processing company, and
Mobile Money operator, the former and the latter shall continue to operate
independent of one another.

For the purpose of these Guidelines, “control” is as defined by IFRS 10, ie.:

4.2

Power over the investee, where the investor has existing rights that gives it
the ability to direct activities that significantly affect the investee’s retumns;
Exposure, or rights to vanable returns from involvement in the investee; and,
The current ability to use power over the investee to affect the amount of the
investor's retums.

Change in Ownership Structure

Except with the prior wntten approval of the CBN, no PSHC's director,
shareholder, agent or instrumentality of such an entity or its shareholders
shall enter into an agreement or arrangement:

1. Which results in:
a. a change in the control of the PSHC; and
b. the transfer of shareholding of 5 per cent and above in the PSHC;

Provided such change(s) in control or transfer of shares is effected through the
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secondary market, the PSHC shall notify the CBN not later than 7 days after
the transfer.

Il. For the sale, disposal or fransfer howsoever of the whole or any part of the
business of the PSHC;

For the issuance of New shares;

For the amalgamation or merger or takeover of the PSHC with any other
person;

For the reconstruction of the PSHC; or

To employ a management agent or to be managed by or to transfer its
business to any such agent.

=< =i

50 PERMISSIBLE ACTIVITIES

5.1 Except as listed in Section 5.2, the actvities of the PSHC shall be restricted to
the holding of equities in financial and technological subsidiaries that facilitate
andfor enhance innovative digital financial services.

5.2 The PSHC can provide broad policy direction, shared services and/or enter into
technical or management service contract with any of its subsidianes, with the
prior wrntten approval of the CBN, in respect of the following areas:

Human Resources services;

Risk Management services;

Internal Control services;

Compliance services;

Information and Communication Technology;

Legal services;

WIl. Faciliies (office accommodation including electnicity, secunty, cleaning
services in that accommeodation); and,

VIIl.  Any other services as may be approved by the CBN from time to time.

E""‘:EE=—

5.3 Shared services shall be provided on arm’s length basis. Transactions in
respect of such services shall require the consent of the Board of Directors of
the subsidiary.

6.0 MNON-PERMISSIBLE ACTIVITIES
A P5SHC is prohibited from undertaking the following activities:
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6.1

Establishment, divestment and closure of subsidiaries, without the prior
written approval of the CBN.

Deriving or receiving income from sources other than as listed herein:

Dividend income from its subsidianesfassociates;
Income from shared services, where applicable;

. Interest earmed from idle funds invested in government securities or

placement with licensed financial institutions;

. Patents, royalties and copyrights;
. Profit on divestment from subsidiaries/associates; and,

Any other source as may be approved by the CBN.

Internal Management of Subsidiaries

6.1.1 Mo PSHC shall:

WL

6.2

Armogate to itself any of the powers or functions of the Board of Directors, or
intermal management responsibilities and obligations, of any of its
subsidianies or associates of any such subsidiary;

Interfere in the day-to-day activities of the subsidiaries;

Be involved in the administration and approval process of its subsidiaries, if
applicable;

Require its subsidianes or any of its agents to take directives or act on the
instructions of the PSHC in its internal decision-making process, without
prejudice to the definition of control as defined in Section 4.1 above.

Have any of its officers or employees, while in the employment of the PSHC,
work for any subsidiary, except employees engaged in shared services
arrangements;

Engage the services of any employee of any of its subsidianies;
Purchase/dispose assets fromfto its subsidiaries, without the prior wrtten
approval of the CBN.

Intra-Group Transactions

6.2.1 No PSHC shall:
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6.3

b.4

Engage in any transaction or maintain any business relationship with any of
its subsidianies, except such transaction or business relationship is at amm’s
length;

Borrow from the Migenan banking system for the purpose of capitalizing itself
or any of its subsidianes;

Appointment of Directors and Top Management

. With reference to the CBM Corporate Governance Guidelines, relevant

provisions of Company and Allied Matters Act (CAMA) and the Financial
Reporting Council of Nigena's Code of Corporate Governance, no PSHC
shall appoint:

As director, any person, who at the relevant time is a director of any of its
subsidiaries, except with the prior written approval of the CBN.

Where such an appointment is approved, the aggregate number of directors
from the subsidiaries and associates, at any point in time, shall not exceed
30 per cent of the membership of the Board of Directors of the PSHC.

A person who has served as a director (executive or non-executive) for the
maximum allowable period as stipulated by the CBN, into any subsidiary, or
an associate of such a subsidiary until after a minimum period of three (3)
years after the expiration of the tenure of such director, and vice versa.

. No director of the PSHC shall be a director of the subsidiary, except with the

written approval of the Central Bank of Nigeria.

Where such an appointment is approved, the number of directors from the
PSHC, at any point in time, shall not exceed 30 per cent of the membership
of each of the subsidianes.

Intra-Group Transfer of Non-Current Assets

Intra-group fransfer of non-current assets shall be camed out in a transparent
manner and at arm’s length.
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7.0
(A

r.2

r.3

PRUDENTIAL REGULATION OF PSHC

Minimum Paid-Up Capital and Capital Reserves

A P3HC shall have a minimum paid-up capital which shall exceed the sum
of the minimum regulatory capital/ total equity of all its subsidianies, as may
be prescribed from time to time by the Cenftral Bank of Nigeria (where the
P5SHC owns 100 per cent of the subsidianes).

Where the PSHC owns less than 100 per cent of the subsidiaries, its
minimum paid-up capital shall exceed the summation of its proportionate
holding in the subsidiaries. Excess capital in one subsidiary shall not be used
to make up a shortfall in another subsidiary.

It is the capital of the PSHC that is applied to the subsidiaries.

Payment of Dividends
A PSHC shall not pay dividends on its shares except:

All its operational, preliminary and organisational expenses, losses incumed
and other capitalised expenses, not represented by tangible asseis
(excluding goodwill), have been completely written off.

Adequate provisions have been made to the satisfaction of the CBN for actual
and contingent losses.

It has complied with any capital requirements as stipulated in Section 7.1 of
these Guidelines.

Acquisition of Subsidiaries

In determining the acquisition of subsidiaries, the CBN shall be satisfied that
a PSHC has adequate capital resources by way of free funds to carry out the
acquisition.

In all cases, the consideration for the acquisition of subsidianes shall be on
cash basis only or any other amangement proposed by the PSHC and
approved by the CBN.
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f.4 Investment in Non-Current Assets

A PSHC shall ensure that it has adequate free funds to support any
acquisiion of non-cumrent assets (property, plant and equipment, IT
infrastructure/ platforms, etc.)

7.5 Limit on Contingent Liabilities

A PSHC's total exposure on contingent liabilities on behalf of its subsidiaries
shall not exceed 20% of the payments service holding company's
shareholders’ funds unimpaired by losses.

7.6 Minimum Capital Requirements of Subsidiaries

A PSHC shall ensure that its subsidiaries comply with the minimum capital
requirements for each licence category in the group.

8.0 SUPERVISION
8.1 Responsibility for Supervision of PSHC

PSHCs shall be supervised by the Central Bank of Nigeria. The subsidiaries
within the group shall also be supervised by the Central Bank of Nigena.

8.2 Supervision of Payments Service Holding Companies

821 APSHC and its subsidiaries shall be supervised on a consolidated basis.

522 PSHCs shall be required to render refums to the Payments System
Management Department of the CBN on a quarterly basis, or in frequency
and format, prescribed by the CBN from time to time.

The returns shall include information on:
Compliance with corporate governance guidelines
Whistle blowing
Assets and liabilities of the PSHC and its subsidiaries
Risk management
Internal control
Intra-group transactions

=<=
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9.0

Wil

VI

Xl

GUIDE NOTES

Pursuant to Extraordinary Gazefte No. 38 of December 29, 2011, a financial
holding company is a company whose principal object includes the business
of a holding company set up for the purpose of making and managing
equity investment in two or more companies, being its subsidiaries, engaged
in the provision of financial services, one of which must be a bank. Bank
means commercial, merchant or specialized bank.

A PSHC is a company whose principal object clauses include the business
of a holding company set up for the purposes of making and managing equity
investment in two or more companies, being its subsidianes, with at least one
Mobile Money Operator and one Switching company.

Regulatory minimum capital is the CBN stipulated minimum capital threshold
for each Payment Service Provider (PSP licence type.

Agent is any staff, employee, director, shareholder, confractor or
representative of the subsidiary and/or PSHC.

Fitness and propnety of the promoters shall be ascertained through security
screening and status enquiry.

Promoters of a proposed PSHC shall not incorporate the company until an
Approval-in-Principle has been obfained from the CBN, a copy of which shall
be presented to the Corporate Affairs Commission for that purpose.

The CBN may interview the promoters, proposed directors and senior
management personnel in the course of processing the application.

The CBN may also inspect the books and records of a proposed PSHC to
satisfy itself about the representations made or information furnished by the
promoters.

The Approval-in-Principle is not an authonty for the promoters to commence
operations or perform any of the activities stated in Section 5.0.

Subsequent to the issuance of the ApprovalHin-Principle, the promoters may
proceed to carry out the activities stated in the Approval-in Prnnciple.

The CBN shall issue a PSHC licence where it is satisfied with the promoters’
status of compliance with the conditions stated in Section 3.2 of these
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XK.

Guidelines, as well as the organisational, security, infrastructural, risk
management and internal control arangements.

The CBN may, at any time and without recourse, vary or review any condition
of a licence or impose additional conditions.

Where a licence is granted subject to condifions subsequent, the promoters
of a PSHC shall, within such prescribed peniod, comply with those conditions
to the satisfaction of the CBN, as the latter may deem appropriate in the
circumstance(s). Any PSHC that fails to comply with such conditions shall be
deemed to be in contravention of these Guidelines.

In constituting the Board of Directors of a Payments Service Holding
Company, consideration shall be given to core competencies in the areas of
operation of the subsidiarnes.

PSHC licences shall be granted for an indefinite period of time or such period
as the CBN deems necessary and shall not be transferable.

An affiliate is an organisation, business entity or individual that is related to,
and often, controlled by another entity.

Control is the direct or indirect authorty to influence or direct the
management and policies of an enfity whether through ownership, voting
rights or by contract. Control is defined by IFRS 10 as the sole basis for
consolidation and compnses the following three elements:

Power over the investee, where the investor has existing rights that gives it
the ability to direct activities that significantly affect the investee’s retums;
Exposure, or rights, to vanable returns from involvement in the investee; and
The current ability to use power over the investee to affect the amount of the
investor's returns.

Intra-group transactions refer to direct and indirect claims which entities
within the financial conglomerate hold on each other.

Free funds are sharsholders' funds less investment in non-current assets,
equities in other financial institutions and unaudited losses.

PAYMENTS SYSTEM MANAGEMENT DEPARTMENT
AUGUST 2021
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1.0

Introduction

A robust payments system is vital for effective monetary policy implementation and
the promotion of economic efficiency. The introduction of mobile telephony in Nigeria,
its rapid growth and adoption and the identification of person to person payments as
a practical strategy for finandial inclusion, has made it imperative to adopt the mobile
channel as a means of driving financial inclusion of the unbanked. These factors
underscore the decision of the Central Bank of Nigeria to issue this regulatory
framework to create an enabling environment for the orderly introduction and
management of mobile money services in Nigeria. The Framework defines the
regulatory environment as a policy path towards achieving availability, acceptance and
usage of mobile payment services.

Mobile payment has evolved as a veritable channel for fadlitating the growth of
commerce. The use of the mebile phone for the iniGation, authorization and
confirmation of the transfer of value out of a current, savings or stored value account
has been recognized as a development that is expanding the growth of commerce
among both the finandally induded and non-included units in the economy.

This regulatory framework addresses business rules governing the operation of
mobile money services, and specifies basic functionalities expected of any mobile
mioney service and solution in Nigeria. It idenfifies the participants and defines their
expected roles and responsibilities in providing mobile money services in the system.
In addition, it sets the basis for the regulation of services offered at different levels
and by the participants.

The overriding vision of achieving a nationally utilized and intermationally recognized
payments system necessitates strategies to bring informal payment transactions info
the formal system.

This framework has identified two models for the implementation of mobile money
services namely;

a. Bank Led — Bank and/for its Consortium as Lead Initiator

b. Non-bank Led- A corporate organisation duly licensed by the CBN as Lead Initiator
The CBN recognizes the importance of Mobile Network Operators (MNOs) in the
operations of mobile money services and appredates the caiticality of the

infrastructure they provide. However, the telco-led model (where the lead initiator is
an MNO), shall not be operational in Nigeria.
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Its exclusion will enable the CBN have full control of monetary policy operations,
minimise risks and ensure that the offerings of finandal services are driven by
organizations that have been licensed by the CBN to do so.

2.0 Objectives
The objectives of the regulatory framework are as follows:

a. Provision of an enabling environment for the adoption of mobile money services
in reducing cash dominance in the Nigerian economy.

b. Ensure a structured and orderly development of mobile money services in Nigeria,
with clear definiion of various participants and their expected roles and
responsibilities.

. Specification of the minimum technical and business requirements for the various
participants recognized for the mobile money services indusiry in Nigeria.

d. Provision of the basis for broad guidelines for the implementation of processes
and flow of mobile money transactions, from initiation to completion.

e. Promoting safety and effectiveness of mobile money services and thereby
enhance user confidence in the services.

3.0 Scope

To achieve the above stated objectives, two types of mobile money services are

identified for operation in Nigeria:

a The Bank-led Model: This is a model where a bank either alone or a consortium
of banks, whether or not partnering with other approved organizations, seeks to
deliver banking services by leveraging on the mobile payments system. This
model shall be applicable in a scenario where the bank operates on stand-alone

basis or in collaboration with other bank(s) and any other approved organization.
The Lead Initiator shall be a bank or a consortium of banks.

b. The Non-bank led Model: This model allows a corporate organization that has
been duly licensed by the CBN to deliver mobile money services to customers.
The Lead Initiator shall be a corporate organization {other than a deposit money
bank, a national primary mortgage bank, a national microfinance bank or a
telecommunication company subsidiary) specifically licensed by the CBN to
provide mobile money services in Nigeria.
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4.0

4.1

4.2

Participants in the Mobile Money System
This framework shall guide the activities of Participants in the provision of mobile
morney services,

Participants are grouped into six (6) categories:
4.1 Regulators

4.2 Mobile Money Operators

4.3 Infrastructure providers

4.4 Other Service Providers

4.5 Consumers

4.6 Mobile Money Agents

Requlators

The Regulators for this purpose are the Central Bank of Nigeria (CBN) and the
Migerian Communications Commission {NCC).
Mobile Money Operators

These are organizations that are licensed by the Central Bank of Nigeria to provide
the system for the mobile money services. The organizations approved to perform
the role of Mobile Money Operations are Banks and Corporate Organizations.

All approved Mobile Money Operators are required to provide:
3. The infrastructure (hardware, software, switching and security) for mobile money
s2rvices;

b. Business continuity and disaster recovery plans, to ensure services are always
available at all imes.

€. 99.99% system availability and ensure all signed-on participating institutions
follow same rule.

Mobile Money Operators are required to connect to the National Central Switch (NCS)

for the purpose of ensuring interoperability of all schemes in the system. A scheme
operator can either be a bank or a licensed corporate organization.
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The Mobile Money Operators are the Lead initiators for the mobile scheme and shall
be responsible for ensuring that the various solutions and services within an approved
mobile payment scheme meets the entire regulatory requirements as defined in this
framework and as may be specified from time to time.

The Lead initiator (as an entity and as representative of other partners) shall be legally
responsible and accountable to the Central Bank of Nigeria and the end user. All
advertisements and public pronouncements on their scheme shall emanate and be

issued by the Lead Initiator only.
4.2.1 Banks
The: roles of the bank as an MMO incude:

a. Provision of all financial services for the operation of the mobile money service.

b. Verification, approval and accountability for the credibility and integrity of their
partner organizations and recommending same to the CBN for approval.

4.2.2 Non-Bank Mobile Money Operators

The roles of Mon-bank Mobile Money Operators include:

a. The provision and management of the technology required to deliver mobile
payment services to the subscriber.

b. The provision of the agent network required to extend all the proposed services
to the marketplace.

4.3 Infrastructure Providers

These are organizations providing infrastructure that enable switching, processing and
settlement facdilities for mobile money services. Setlement here refers toInter-Scheme
Settlement.

4.3.1 Telecommunications: Telecommunication companies play the important role of
providing the infrastructure to drive the exchange of messages for mobile payments.

4.3.2 Inter -Scheme Settlement: The role of Inter-Scheme Setdement Provider shall be
to provide net positions of transactons across schemes to the inter-bank setiement

system to affect the finality of payment for services consummated across two different
Schemes by various participants.
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4.4

4.5

4.6

5.0

6.0

6.1

Other Service Providers:

The CBM recognizes that, with the evolution of the mobile money system, spin-off
services would be identified by MMOs which can be outsourced to entities with
specialized skills and resources to support such services in a more efficient and effective
manner.

The service providers may employ the infrastructures of the MMOs to provide services
to the end users.

Consumers

These are end users of mobile money services.

Mobile Money Agents
The activities of Mobile Money Agents shall be guided by the provisions of the Guidelines
on Agent Banking and Agent Banking Relationship in Migeria.

The Nigerian Mobile Money System

Mobile money system in Nigeria refers to the various components required to deliver
mobile money services to the banking and non-banking community. The providers of
these services and solutions shall be required to operate within the defined regulatory
framework specified in this document and any other regulation/guideline issued by the
CBN.

The CBN is responsible for defining and monitoring the mobile money systems in Nigeria.
Mobile Money Scenarios

The following scenarios are the methods through which mobile money can be carried
out in Nigena:

a. Bank Account Based
b. Card Account Based
C. Stored Value (e-Wallet) Account Based

Bank Account Based

This is a scenario where the mobile money system drives transactions through the
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6.1.1

6.1.2

6.2

6.3

6.3.1

7.0

bank accounts of customers. These accounts include current, savings, domiciliary,
afr.,

Types of Bank Account Based

The types of Bank Account Based scenario shall include, but not limited to Pull-based
account transactions (debits through a mobile money solution) and push-based
account transactions (credits through a mobile money solution). A pull-based
transaction shall be authorized by the account holder via a verifiable mode before the
transaction is consummated.

Card Account Based

This is a scenario where a payment card is linked to a mobile phone for the purpose
of initiating and conduding payment transactions.

Types of Card — Driven Payments
The types of card — driven payments recognized by this framework are:

a. Credit
b. Debit, and
. Pre-Paid

Stored Value Account Based

This is a scenario where a mobile money system drives transaction through a system-
based account that shall comply with the standards defined within this framework.

Types of Stored Value Account

The various options recognized by this framework include Re-loadable Stored Value
Account, Pre-paid Account, etc.

Mobile Money Processes

The Mobile Money Operators shall provide a detailed payments management process
that covers the entire solution delivery, from user registration and management,
Agent recruitment and management, Consumer protection/dispute resolution
procedures, Risk management process to transaction setbement. These processes
shall cover the scope of the value chain across all the participants in the mobile money
ecosystem.

299



8.0

9.0

10.0

11.0

12.0

Infrastructure

The core infrastructure for providing a National mobile payment system comprises of
transaction processing, clearing and settlement platforms and agent network. The
responsibility for the provision and management of these platforms is shared amongst
the various stakeholders/service providers.

Settlement

The settlement finality for mobile money shall leverage the NIBSS Infrastructure and
the CBN Real Time Gross Settlement (RTGS). The Infrastructure shall facilitate instant
payment to the end users and setlement of the Scheme providers on a T+1 cyde for
the mobile money system.

Scheme Dispute Resolution

NIBSS shall provide the dispute resolution platform for the mobile payment systems
fior the use of participants in resclving inter scheme transaction disputes. The dispute
resolution process will be aligned with the global best practices for arbitration.

Risk Management

In view of the peculiarity of the operations of other licensed providers and the unigue
risks associated with their operations, the regulatory framework hereby spedifies the
following requirements to mitigate risks arising from their activities.

The MMOs must ensure that risk mitigation techniques are in place to minimize
operational, liquidity, technical, fraud, finandal and money laundering risks. The
mobile payment system shall not be susceptible to sustzined operational failures as a
result of system outages. A risk compliance officer must be assigned by the MMOs,
who are to provide internal risk management oversight. The CBN will review the risk
management programme, including all the controls that are in place to manage the
risks on a periodic basis.

Technology

The technology implemented for mobile money services shall comply with the
standards and requirements on international best practice for mobile money services.
The technology to be deployed is expected to be reliable, user friendly, safe and
secure. All MMOs are to interconnect through NIBSS to ensure interoperability.
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13.0 User Interface
13.1 The user interface shall at the minimum, be menu driven.
13.2 The user interface shall not provide access to confidential information.
13.3 PIN shall be encrypted at the point of entry.

14.0 Know Your Customer (KYC) and Customer Due Diligence (CDD)
Requirements

All MMOs shall comply with the provisions of extant laws.
15.0 Anti-Money Laundering Regulation

In addition to the provisions of the requirements prescaibed in the KYC Guidelines, the
CBN AML document shall also apply to mobile money services.

The regulatory authorities reserve the right to change the daiteria for suspicious
transactions reporting in respect of mobile money as it deemed fit. Such amendments
shall be communicated by appropriate channels to the mobile money operators and
other stakeholders.

16.0 Consumer Protection and Dispute Resolution

To build confidence in the mobile money system, a dispute resolution mechanism shall
be put in place.
17.0 Mobile Money Savings Wallets in Nigeria

Mobile Money Operators may offer savings wallet services to meet the demands of the
unbanked in Nigeria, the modalities for the operation of savings wallets in Nigeria isas
detailed in the Guidelines.

Central Bank of Nigeria, Abuja
July 2021
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1.0

2.0

3.0

PREAMELE

In exercise of the powers conferred on the Central Bank of Nigeria (CBN) by Section
47(2) of the CBMN Act, 2007, to promote and facilitate the development of efficient
and effective systemn for the setement of transactions, including the development of
electronic payment systems; and

Pursuant to its mandate of promoting a sound financial system in Nigeria, the CBN
hereby issues the following Guidelines for Mobile Money Services in Nigeria.

INTRODUCTION

The introduction of mobile telephony in Nigeria, its rapid growth and adoption, and
the identification of person to person payments as a practical strategy for financial
inclusion, has made it imperative to adopt the mobile channel as a means of driving
financial inclusion of the unbanked. These factors underscore the decision of the
Central Bank of Nigeria to issue these guidelines, to create an enabling environment
for the orderly introduction and management of mobile money services in Nigeria.

This guideline addresses business rules governing the operation of mobile money
services, and specifies basic functionalities expected of any mobile payment service
and solution in Nigeria. It identifies the participants and defines their expected roles
and responsibilities in providing mobile money services in the system. In addition, it
sets the basis for the regulation of services offered at different levels and by the
participants.

These guidelines have identified two models for the implementation of mobile money
services namely;

Bank Led — Bank and/or its Consortium as Lead Initiator

Mon-bank Led- A corporate organisation duly licensed by the CBN as Lead Initiator

OBJECTIVES
The objectives of the guidelines are as follows:

To ensure a structured and orderly development of mobile money services in Nigeria,
with dear definition of wvarious participants and their expected roles and
responsibilities.
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4.0

5.0

6.0

Specification of the minimum technical and business requirements for the various
participants recognized for the mobile money services industry in Migeria.

To promote safety and effectiveness of mobile money services and therebyenhance
user confidence in the services.

SCOPE

To achieve the above stated objectives, this Guideline covers models, agent network,
business rules, roles and responsibilities of participants under mobile money services
in Nigeria.

MODELS
Two models of mobile money services are identified for operation in Nigeria:

The Bank-led Model: This is a model where a bank either alone or a2 consortium of
banks, whether or not partnering with other approved organizations, seeks todeliver
banking services, leveraging on the mobile payments system. This model shall be
applicable in a scenario where the bank operates on stand-alone basis or in
collaboration with other bank(s) and any other approved organization. The Lead
Initiztor shall be a bank or a consortium of banks.

The Mon-bank led Model: This model zllows a corporate organization that has been
duly licensed by the CBN to deliver mobile money services to customers. The Lead
Initiator shall be a corporate organization (other than a deposit money bank, a
national primary mortgage bank, a national microfinance bank or a telecommunication
company) specifically licensed by the CBN to provide mobile money services in Nigeria.

AGENCY NETWORK

The provisions of the Guidelines for the Regulation of Agent Banking and Agent
Banking Relationships in Nigeria shall apply to Mobile Money Agent Nebwork.
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7.0

7.1

7.2

7.21

BUSINESS RULES
Licensing
All Mobile Money Operators (MMOs) shall:

Be licensed by the CBN on such terms and conditions as the Bank may determinefrom
time to tme.

Be issued a unique Scheme Code by the NIBSS for managing interoperability.
Be issued unigue short codes by the NCC.
Ensure that all telecommunication equipment are type-approved by the NCC,

Register users of its scheme based on technology standards and the requirements of
these Guidelines.

Ensure that the registration processes within its mobile money scheme shall fulfil
the entire KYC requirements specified in these Guidelines.

The total outstanding {unspent) balance which represents Mobile Money Subscribers'
unspent funds shall be insured up to the applicable coverage level by the NDIC.

Permissible and Non-Permissible Activities

Permissible Activities

Mobile Money Operators shall carmy out the following activities:
Wallet creation and management;

E-money issuing;

Agent recruitment and management;

Pool account management;

Non-bank acquiring as stipulated in the regulatory requirements for non-bank merchant
acquiring in Nigeria;

Card Acquiring; and

And any other activities that may be permitted by the CBN.
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7.2.2 Non-Permissible Activities

7.3

7.4

Mobile Money Operators shall not camry out the following activities:
Grant any form of loans, advances and guarantees (directly or indirecty);
Accept foreign currency deposits;

Deal in the foreign exchange market except as prescribed in Section 4.1 (i & iii) of the
extant Guidelines for Licensing and Regulation of Payment Service Banks in Nigeria;

Insurance underwriting;

Accept any closed scheme electronic value (e.g. airtime) as a form of deposit or
payment;

Establish any subsidiary;
Undertake any other transaction which is not prescribed by these Guidelines; and
And any other activities that may be prohibited by the CBN.

Activation

The Mobile Money System shall require a registered user to activate the service before
the commencement of transactions with a security code (e.g. PIN/Password, etc.).

The Mobile Money Operztors shall ensure that the activation process is mot
compromised or altered within its infrastructure.

Transactions

All transactions initiated and concluded within the mobile payment system shall have
a unique transaction reference issued by the system.

All transactions shall have the following elements: Transaction reference number,
payer and payee phone numbers, transaction amount, transaction date and time
stamps, and other relevant transaction details and unique identifiers.

Where transaction involves merchants, the following detzils shall be provided in
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addition to (b) above merchant category, merchant addresses and codes.

d. Each transaction detail logged within the payment system shall contain a wvalid
description as in 7.3. (b).

e. Mo airime deductions shall be made in respect of charges on any transaction.

f. Notwithstanding the settlement banks submitted at time of application, MMOs shallbe
required o nefify CBN of changes to its setlement bank arrangements.

g. All obligations arising from mobile payment transactions shall be setfled into
setement accounts held with Deposit Money Banks. MMOs shall maintain separate
accounts for their other business activities.

h. Mobile money transactions shall be bank-account based, card-account based, and
stored value based.

7.5 Rules of Operation for Mobile Payment Transactions
7.5.1 Bank Account Based
Rules of Operations for bank account-based Transactions
3. Transactions shall be originated via a bank's banking application into the mobile wallet.

b. The bank account-based relationships shall comply with the existing account opening
standards and practice in the Nigerian banking system.

C. The transaction activities generated shall be traceable, monitored and logged within
the mobile money system.

d. Access tothe account through the Mobile Money System shall be via a secured channel
that meets the defined standards, as specified in these guidelines.

e. Authorisation of transactions originating from or terminating on these accounts shall
be based on the standards approved by the Central Bank of Nigeria.

7.5.2 Card Account Based

This is a scenario where a payment card is issued and linked to a mobile phone account
subject to the appropriate KYC and the Guidelines on the Issuance and Usage of Cards
in Migeria.
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a. Types of Card — Driven Payments
The types of card — driven payments recognized by these guidelines are:
i. Credit
i. Debit, and

ili. Pre-Paid

b. Rules of Operations for Card Based Transactions

i.  The Card Account based transactions shall be based on an infrastructure that
relies on the global 3DES secure architecture at the minimum.

ii. The card shall be issued by a CBN approved Card issuing Organization.

ii. The card system shall comply with the existing regulation and standard for
cards.

iv. Al Card Account based transactions must be authenticated against the
originating Card Management System.

v.  The transaction activities generated shall be traceable, monitored and logged.
7.5.3 Stored Value Account
a. Types of Stored Value Account

The various options recognized by these guidelines indude Re-loadable Stored Value
Account, Pre-paid Account, etc,

b. Rules of the Operations for Stored Value Account

i. Al system-based accounts shall have an identification system thatgenerates
unique identifier per user account within the Mobile Payments System.

ii. These accounts shall only be accessible through the Mobile Money System.

iii. The user may specifically request for other means of access to his/her
system-based account other than as specified in 7.5.1(d) above. However,
the liability of the user shall be clearly stated before granting suchrequest.

iv. Where a mobile money service provider accepts, transmits, processes or

stores card transactions andfor data, it shall comply with the PCIDSS
standards.

309



v.  The Mobile Money System account unit shall comply with all the standards
and requirements defined in these guidelines.

vi.  All system-based account shall be tied to a settlement account with a licensed
deposit- taking institution. The setlement account shall be funded to the tune
of the total amount of the system-based accounts on the scheme.

7.6 Mobile Payments Processes

8.0

81

The MMOs shall put in place detailed processes that cover the entire solution
delivery, from user registraton and management, agent recruitment and
management, Consumer protection, dispute resolution procedures, Risk
management processes, to fransaction settiement.

These processes shall cover the scope of the value chain across all the participants
in the mobile money ecosystem.

ROLES AND RESPONSIBILITIES OF PARTICIPANTS
BANKS
The rolefresponsibilities of banks as Scheme Operators shall include:

Provision of all financial services for the operation of the mobile money service.

Verification, approval and accountability for the credibility and integrity of their
partner organizations.

Seeking and obtaining necessary approvals from relevant regulatory authorities.
The deployment and delivery of the mobile money services to the customer.

Ensuring that the mobile money service meets all spedified mobile money standards
as provided in these Guidelines.

Putting in place adequate measures to mitigate all the risks that could arise, following
the deployment and use of its mobile money service.

Facilitating remittances to both scheme and non—scheme recipients.

Providing financial, clearing and settlement services to the mobile money system.
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i. Educating the customers on the appropriate use of the service and ensuring the
deployment of adequate channels for enquiries and complaints.

8.2 NON-BANK MOBILE MOMEY OPERATORS
The roles/responsibilities of Non-bank Mobile Money Operators shall include:

a. The provision and management of the solution required to deliver mobile money
services to the subscriber.

b. Ensuring that the proposed services meet all the regulatory standards and
requirements specified in these Guidelines; the deployment and delivery of the mabile
money solutions to the customer.

c. Educating the customers on appropriate use of the solution and ensuring the
deployment of adequate channels for enquiries and complaints.

d. Ensuring that international inflow messages shall at a minimum be conveyed to the
recipients by secure SMS.

e.  Ensuring that the mobile money system provides transaction monitoring and reporting
in compliance with this Guideline.

f.  Providing access for on-the-spot assessment and verification of its transactions by the
CBN on demand basis.

g. Providing a monthly assessment report on the performance in prescribed format, and
the submission of same to the Director, Payments System Management Department
of the CBN.

h.  Keeping records of transactions emanating from the organization’s mobile money
system for a minimum of seven (7) years.

i.  Ensuring that the mobile money services comply with specified standards as stated in
these Guidelines.

j.  Putting in place adeguate measures to mitigate all the risks that could arise from the
deployment and use of its mobile money services.

k. Ensuring that they establish connection with the NCS for the purpose of interoperability.
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8.5

INFRASTRUCTURE PROVIDERS

These are organizations providing infrastructure that enable switching,
processing and setlement fadilities for mobile money services. Settlement here
refers to Inter- Scheme Setlement. Infrastructure providers are to comply with
"Guidelines on Transactions Switching in Nigeria” and "Guidelines on Operations
of Electronic Payment Channels in Nigeria™.

Mobile Network Operators (MNOs):
Their role shall be guided by the following provisions:

Providing telecommunication network infrastructure for the use of Mobile Money
Operators;

Ensuring that a secure communication channel based on the minimum
technology standard stipulated in these Guidelines are implemented;

That MNOs shall not give preferential treatment to any Finandal institutions
including, DMB, MMO or PSB over another in terms of required access, traffic
and pricing;

Ensuring that its customers are free to use any mobile money scheme service
of their choice;

Shall not receive deposits from the public, except in respect of the airtime billing
of their customers;

Shall not allow the use of the airtime value loaded by their customers for
purposes of payments or to transfer monetary value;

Shall ensure seamless interconnection between MMOs; and

Shall not engage in any conduct which has a purpose or effect of anti-
competition in any aspect of mobile money services.

CONSUMERS
They shall have rights/responsibilities as follows:
Ease of enrolment

Ease of use (SMS, USSD, STK, IVR, etc.)
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0.0

Privacy, Trust and Security of transaction

Convenience

Accessibility to funds on completion of transaction process

Real time transfer of value

Easy and prompt access to dispute resolution process

Ensure the protection of PIN / Password

Ensure prompt reporting of fraud cases, emors and complaints

Ensure proper confirmation of transaction details and recipients” mobile
phone numbers at all imes before authorizing transactions.

Comply with all security rules as provided by the scheme operator

Escalate complaints to the Consumer Protection Departments of the Central
Bank of Nigeria, if resolution of complaints is unduly delayed.

NOMINEE/SETTLEMENT ACCOUNT

MMOs shall appoint and notify CBM of their settlement banks.

All obligations arising from mobile money transactions shall be setted into
setlement accounts held with Deposit Money Banks. MMOs shall maintain separate
accounts for their other business activities.

The settlement accounts with the deposit money banks shall be opened as
Mominee Accounts on behalf of the customers of the Mobile Money Operators. The
operations of the account shall be guided by the following conditions:

i.

.

The account shall not be interest bearing;
No right of set-off;

Debit transactions into the account shall only be for setlement related
transactions; and

Mo bank charge of any form shall apply to the account.

The setement account shall not be used, under any guise or purpose, as

313



10.0

10.1

10.1.1

10.1.2

collateral for negotiation of loans by the organisation.

The balance on the settlement account shall always be equal to the total
outstanding {un-spent) balance of all holders of the e-money.

Mobile Money Operators shall be required to reconcile on a daily basis, the
balances in their pool accounts and make weekly retums to the Director,
Payments System Management Department of the CBN.

All customer transactions shall be traceable; auditable and can bevalidated.

Remittance inflow messages shall, at a minimum, be conveyed to the recipient
through SMS.

OPERATIONS OF SAVINGS WALLET
Modalities for Implementation

If an MMO intends to provide a savings wallet service, it shall notify the Bank
and where the Bank has no objection, the MMO shall have the following
responsibilities:

Pre-Operations

An MMO offering a Savings wallet service shall operate a Savings Wallet
Principal Pool Account and a Savings Wallet Interest Pool Account in a
settement bank with the funds having NDIC protection under the pass-through

insurance armrangement.
Investment Operations

Funds on saving wallets shall be invested in only the Nigerian Treasury Bills
(NTB);

MMOs shall be treated as mandate customers of CBN for NTB subscription
through the CBN NTB window;

MMOs shall have a process to determine appropriate cash balance on its
Savings Wallet Principal Pool Account that will meet its savings wallets
customers’ withdrawal requirements at every point in ime; and

At every point in time, MMOs shall ensure that the sum of the principal amount
invested and the balance on the Savings wallet principal pool account with the
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10.1.3

C.

setlement bank equals the sum of cutstanding balances of savings wallet
holders.

Interest Distribution

Fees and charges for the management of the investment shall not be more
than 10% of interest income on savings wallet funds investment;

Where an MMO operates a savings wallet, i.e., a wallet eaming interest, it shall
expressly inform subscribers of the following:

i. The minimum balance on the savings wallet that qualify to earn interest.
ii. The allowable number of withdrawals to be entitled to earn interest.

iii. The minimum savings period to earn interest,

iv. The applicable balance that would eam interest.

v. The procedure for determining interest amount distributable to subscribers
which should stipulate the minimum percentage of interest income to be
distributed to subscribers and the proportion to be retained by the MMO, if
applicable.

vi. The applications of section 10.1.3 (b) (i) to (v) in distributing interest shall
be automated.

On no account whatsoever, shall a Mobile Money savings wallet account holder
suffer diminution in the principal sum on hisfher wallet as a result of fees or
charges;

Deposit Money Banks serving as settlement banks are prohibited from off-setting
any other transactons of the MMO, induding the transaction wallet pool
accounts, against the savings wallet principal pool accounts and savings wallets
interest pool account; and

MMOs shall comply with the minimum disclosure requirements on the finandial
statements as stipulated by the Bank;
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11.0

111

SETTLEMENT

The settlement process to be deployed by Mobile Money Operators shall ensure
compliance with the settlement standards and requirements defined in these
Guidelines.

The MMO shall ensure that its mobile money infrastructure fully complies with
the dearing and settlement rules for finality of setdement.

The scheme operator shall, on a daily basis request for its setlement positions
from its bankers for recondiliation of transactions.

All inter scheme settlements shall be routed through the inter-bank settlement
system.

The scheme operator shall ensure that all setlement information detzils are
preserved for reference for a minimum period of seven (7) years.

The scheme operator shall maintzin a minimum shareholder funds of
N2,000,000,000.00 (Two Billion Naira Only) unimpaired by losses at all times
or such other amount as may be prescribed by the CBN from time to time.

Operating Rules for Scheme Settlement Operator

Nigeria Inter-bank Settement System Plc (MIBSS)
shall:

Provide net setlement positions of all Inter-Scheme service providers and
effect final setdement using the CBN Real Time Gross Settlement (RTGS) on
(T+1) cycle.

Provide statistical reports to the regulatory bodies and participants as may be
prescribed from time to time.

Maintain audit trail and transaction log of all transactions consummated on
the scheme.

Provide the infrastructure (hardware, software, switching and security) to link
all inter scheme providers.

Provide business continuity/disaster recovery plans to ensure services are
available at all imes.
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11.2

11.3

11.3.1

11.3.2

Provide 99.99% for system reliability and availability to ensure that all signed-
on participating institutions align with same rules.

Facilitate MMO's connection to the National Central Switch (NCS) for the
purpose of interoperability.

Ensure that the mobile payments system is interoperable with the network
infrastructure of different MNOs, solution providers, MMOs and the NCS.

Inter -Scheme Settlement

The role of NIBSS as Inter-Scheme Settlement Provider shall be to provide
net positions of transactions across schemes to the inter-bank settlement
system to affect the finality of payment for services consummated across two
different Schemes by various participants.

Forms of Settlement

There are two transaction scenarios that come into play. These scenarios On-
us and Not on-us transactions:

On-Us Transactions

These are payment transactions in which all parties involved in the transaction
cycdle are of the same scheme, i.e., Issuer, Acquirer, Merchant and Consumer.

Transactions are not routed through a switch except where an external
processor is involved, e.g., Airime Recharge Transacons and Bills payment.

These set of transactions do not require settlement.

MNot-on-Us/Remote-on-Us Transactions

These are payment transactions where an Acquirer Terminal is used by other
Issuers.

The role of the Inter-Scheme Setlement Providers shall be to provide a net
position of all participants, the acquirer and the issuer, which consummate
services across schemes to the inter-bank settlement system to affect the
finality of payment.
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11.4

12.0

121

Final Settlement

For finality of settement between partidpating institutions, settlement
providers shall provide settlement information of their participants to the final
setlement system. Fnal Settlement shall be done through the CEN Real Time
Gross Settlement (RTGS) by effecting the net positions provided by the
Migeria Central Switch and the inter-bank setlement system.

TRANSACTION SECURITY STANDARDS

Mobile Money solutions deployed shall adhere to the following minimum
standards:

Vi.

Vil.

wiii.

The minimum encryption standard is 3DES encryption. Encryption shall be
on an end-to-end basis;

ISD 8583;

EMV standards in the case of Card payment related transactions;

PCIDSS -Payment Card Industry Data Security Standard;

All subsequent routing of messages to the Mobile Money Operators’
servers must be with the highest level of security with dedicated
connectivity like leased lines (E1 links) / VPNs;

That any sensitive information stored in third party systems is restricted
with appropriate encryption and hardware security standards as contained
in these Guidelines:

All transactions on an account shall be allowed only after authentication of
the mobile number and the PIN associated with it;

That mobile payments application shall not allow the option of saving the
PIN either on the handset or on the application;

. All account(s) activated by the consumer on mobile application(s) shallbe

linked to mobile phone number(s);

The PIN shall not travel in plain text during the transaction;
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xi. That proper system of wverification of the phone number shall be
implemented;

xii. The payment authorisation message from the user's mobile phone shall,
at the minimum, be 3DES encrypted and checked for tampering by the

scheme operator. It shall not be possible for any interceptor to change the
contents of the message;

xiil. There shall exist, a security policy duly approved by the Board of Directors
of the organisation providing the service;

xiv. Segregation of duty of Security Officer [ Group dealing exclusively with
information systems security and Information Technology Division which
implements the computer systems;

xv. The Information Systems Auditor shall conduct periodic audit of the system
to ensure adherence to the specified security standards;

xvi. Logical access controls to data, systems, application software, utilities,
telecommunication lines, libraries, system software, etc. exists; and

xvii. At the minimum, there shall be in place, the use of proxy server type of
firewall so that there is no direct connection between the Internet and the
Mobile Money Operators’ systems. For sensitive systems, an inspection
firewall shall be implemented to thoroughly inspect all packets of

information, compare past and present transactions and enable a real time
security alert.

13.0 INFRASTRUCTURE

14.0

141

The core infrastructure for providing a national mobile payment system
comprises of fransaction processing, clearing and settlement platforms. The
responsibility for the provision and management of these platforms shall be
that of the Lead Initiator.

RISK MANAGEMENT
In view of the peculiarity of the operations of the MMOs and the unique risks

associated with their operations, these Guidelines hereby specifies the
following requirements to mitigate risks arising from their activities.
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14.2

14.3

The MMOs shall ensure that risk mitigation techniques are in place to minimize
operational, liquidity, technical, fraud, financial and money laundering risks;

The mobile payments system shall not be susceptible to sustained operational
failures, as a result of system outages;

A risk management officer shall be assigned by the MMOs, who is to provide
internal risk management oversight;

The CBN will review the risk management programme, including all the
controls that are in place to manage the risks from time to ime; and

The MMOs shall ensure strict adherence to the risk management governance
provisions specified in extant Code of Corporate Govemnance as may be
applicable to MMOs.

Credit and Settlement Risk
The central role of the settlement infrastructure requires that MMOs shall:

Ensure that the mobile payment setlement platform automatically generates
transaction setlement information/records.

Adopt standard messaging formats as provided by NIBSS, for all schemes for
setlement purposes.

Maintain audit trail and settlement log for a minimum of seven (7) years.
Fulfill other conditions that may be reviewed by the regulatory authorities

from time to time.
Business Continuity Risk
MMOs shall:

Maintain proper backup infrastructure.
Implement a disaster recovery and business continuity plan.

320



14.4

Periodically test the effectiveness of the backup infrastructure and business
continuity plan.

Business Continuity Plan (BCP)

MMOs shall:

Have, well documented and tested business continuity plans approved by the
board, that address all aspects of the maobile money business, to take care of
business disruptions and ensure system availability and recoverability:

Both data and software should be backed up periodically.

Recovery and business continuity measures, based on the criticality of the
systems, shall be in place and a documented plan with the organization
and assignment of responsibilities of the key decision-making personnel
shall exist.

An off-site back up is required for recovery from major failures [ disasters
to ensure business continuity. Depending on criticality, different
technologies based on backup, hot sites, warm sites or cold sites should
be available for business continuity.

Develop and implement comprehensive risk management framework to
identify, monitor and control risks. This should provide the strategy to
resolve potential problems that may result from intemnal and extemal
interdependencies.

Comply with laid down minimum technology standards as specified in this
document.

Ensure properfadequate back up of data as may be required by their
operations.

Ensure that the Mobile Money infrastructure BCP is tested through a fail-over
process, at least twice a year.
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14.5

The BCP shall be:

Based on a comprehensive Business Impact Analysis and Risk
Assessment;

Documentead in a written programme;

Reviewed and approved by the board and senior management, at least
annually;

Disseminated to employees;

The responsibility of the MMO, where it is outsourced to a third-party;

Flexible to respond to unanticipated threat scenarios and changing internal
conditions;

Focused on the impact of various threats that could potentially disrupt operations
rather than on specific events;

Developed based on valid assumptions and an analysis of interdependencies;

Effective in minimizing service disruptions and financial loss through the
implementation of mitigation strategies;

Ensure that processing priorities can be adequately implemented and that
business operations can be resumed in a timely manner;

Monitor closely mobile traffic and system capacity to ensure that any service
degradation due to capacity problems are addressed promptly;

To ensure that the BCP is reviewed by extemnal auditors at least annually and a
copy of the report forwarded to the CBMN latest March 31st of the following year;

Ensure employees are trained and aware of their roles in the implementation of
the BCP;

Ensure the fail over is tested, at least quarterly, and enterprise wide BCP on yearly
basis;

Review the BCP testing programme and test results on a regular basis; and

Ensure the BCP is continually updated to reflect the current operating
environment.
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150 TECHNOLOGY

The technology implemented for mobile money services shall comply with the
following standards and other requirements outlined in the provisions of these
Guidelines.

Standards
a. Modularity of Technologies

i. The MMOs shall ensure that the minimum technology standards for
communication are met (Interoperability and Interconnectivity).

ii. Only secure channels shall be used in providing mobile money services.
iii. The mobile money services shall ensure non-repudization.
b. Reliability

i. Paymentinstruction shall be consistently executed. In the event of failure,
reversal shall be immediate and automatic.

ii. Consumers shall get immediate value for every successful transaction.

c. User Interface

i. The user interface shall, at the minimum, adhere to the security
requirements as stated in the guideline.

i. The user interface shall not provide access to confidential information.
jii. PIN shall be encrypted at the point of entry.

16.0 KNOW YOUR CUSTOMER (KYC) AND CUSTOMER DUE DILIGENCE
(CDD) REQUIREMENTS

i. All MMOs shall comply with the provisions of extant laws.
ii. The transaction and balance limit for Mobile Money Wallet shall be as follows:
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17.0

KYC | Daily Cumulative Cumulative Balance Limit (&)
Level | transaction limit

{Outflow) (%)
1 20,000 300,000, in line with the three-tiered KYC
2 | 200,000 500,000, in line with the three-tiered KYC
3 5,000,000 Unlimited, as provided in the three -

tierad KYIC

iii. All MMOs shall comply with the provisions of extant laws on CBN AML/CFT
Regulation. The Bank may determine the transaction limits from time to time.

CERTAINTY OF MOBILE TRANSACTIONS

For the purpose of establishing certainty of transactions through maobile money,
MMOs shall ensure the following:

Summary of transaction requested must be displayed to the user for confirmation.
The transaction summary shall indude, the phone numbers of the paying user
and receiving user, transaction description, the transaction amount, date and time
and a unique transaction identifier. By confirming the summary, the user commits
to the transaction.

Option for the user to save such transaction summary.

Upon completion of the transaction, the user receives an electronic receipt which
shall conform to the transaction summary earlier displayed and the option for
saving the electronic receipt shall be available to the user.

The electronic summary of transaction and the electronic receipt should be
securely logged, and the log maintained online for a minimum period of three (3)
months and subsequently archived for a minimum period of seven (7) years.
However, if a complaint arises before the expiration of the seven (7) years, the
log in respect of such pending complaints shall be maintained until the case is
completely resolved or discharged.

Regulatory authorities, Law Enforcement Agencies or Arbiters are granted access
to the log, when required, for the purpose of certifying a printed copy for
evidential purposes.
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18.0

19.0

20.0

CONSUMER PROTECTION MEASURES
MMOs shall comply with the following minimum requirements:

Ensure that customers understand the transactions they are entering, and
adequate disclosures are made.

Ensure that a channel of communication is in place 24/7 to entertain enquiries
and complaints in a language understood by customers.

Clearly display charges for services through its agents.Factor in the vulnerability
of the lower end of the sodiety in product and services design. There should be
adequate consumer education activities to ensure that consumers are sensitized
on the services.

Ensure that appropriate consumer protection mechanisms are put in place against
loss of service, fraud and privacy of customer information to enhance confidence
in the mobile money services.

Provide the leading role in dispute resolutions and take necessary steps to reach
other agencies in the ecosystem that are relevant to resolving disputes.

Resolve customer complaints within a reasonable time and not later than 48 hours
from the date of reporting or lodging the complaint with the MMO.

Be held responsible for the actions and inactions of their agents.

DISPUTE RESOLUTION MECHANISMS

Disputes arising bebween institutions within the mobile money scheme shall be
settled as follows:

The institutions shall settle disputes within 14 days.

If resolution is not achieved, after (a) above, institutions may thereafter settle the
dispute in accordance with the provisions of the Arbitration and Conciliation Act,
Cap A18, Laws of the Federation of Nigeria, 2004.

CESSATION OF MOBILE PAYMENT SERVICE
Any MMO wishing to exit from the mobile payments system shall notify the CEN

in writing regarding the intention for the discontinuation, 120 days before ceasing
its operations;
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21.0

22.0

24.0

The CEN shall have powers to order any MMO exiting from the mobile payments
system to meet its outstanding obligations.

RESOLUTION OF FAILED MOBILE MONEY OPERATORS

The NDIC shall provide deposit insurance to cowver and guarantee the maobile
money deposit wallet subscribers.

. In the event of the failure of the setdement bank, the NDIC shall give effect to

the maximum coverage level prescribed in the NDIC Framework for the
Establishment of Pass through Deposit Insurance for subscribers of Mobile Money

Operators in Nigeria.
The CBN in the event of failure of a Mobile Money Operator shall facdilitate the

assumption of the deposit liability of the failed Mobile Money Operator by another
Maobile Money Operator or any other Financial Institution as it deems fit; and

. In the event of (c) above, the subscribers’ funds in the pool account shall be

transferred to the Mobile Money Operator appointed to assume the liability.

STATUTORY RETURNS

MMOs shall, at the end of every month and not later than the 14th day of the
next month, submit to the CBN, data and other information on mobile money
operzations including:

i. Nature, value and volume of transactions;

ii. Incidents of fraud;

iii. Nature and number of customer complaints and remedial measures taken; and
iv. Amy other information as may be prescribed by the CBN.

ANMNUAL REPORTING

MMOs shall make available to the CBN their audited annual returns within the first
three months after the year end or 31% of March.

REMEDIAL MEASURES
If an MMO or its agent fails to comply with these Guidelines, the CBN may take
any corrective action against the MMO as may be prescribed from time to time.
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26.0

SANCTIONS

In addition to the use of remedial measures in Section 21, the CBN may impose
any or all of the following sanctions against an MMO, its board of directors, officers
or agents:

withholding Corporate approvals;

Financial penalties;

Suspension from mobile money operation; and

Revocation of the mobile money operation license.

REVIEW OF THE GUIDELINES
This Guideline shall be reviewed from time to time by the Central Bank of Nigeria.
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27.0

GLOSSARY OF TERMS

CBN RTGS: The Real Time Gross Settlement (RTGS) System deployed by the
Central Bank of Nigeria which effects settlement of transfer among banks on real
time and gross basis.

CBN: A deposit taking institution duly licensed by the Central Bank of Nigeria.

Interoperability: A situation in which payment instruments belonging to a
given scheme may be used in systems installed by other schemes.

Inter-Scheme Operation: Inter-Scheme operations are mobile payments
consummated across two different schemes by various participants.

Intra-Scheme Operations: Intra-Scheme operations are mobile payments
that are consummated within a service provider's scheme.

Issuer: An entity which receives payment in exchange for value distributed in
the system and which is obligated to pay/redeem transactions or balances
presented to it.

Mobile Money Operators: Provide the infrastructure for the mobile payment
systems for the use of participants that are signed-on to their scheme.

MNCC: Refers to the Nigeria Communications Commission with Regulatory powers
over the telecommunication companies (Telcos)

Service Providers: Employ the infrastructure of the scheme operator to
provide services to end users.

Settlement Infrastructure Providers: Organizations providing infrastructure
that enables message exchange, switching and settlement facilities for mobile
Mmoney services.

NIBSS: Nigeria Inter-Bank Settlement System Plc (WIBSS) was incorporated in
1993 and is owned by all licensed banks induding the Central Bank of Nigeria
(CBN). It commenced operations in June 1994,

3DES: Triple (3) Data Encryption Standard: is a symmetric-key block cipher,
which applies the DES cipher algorithm three times to each data block
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. Nominee Account: Account set up by a Nominee (MMO) for settlement of
customer fransactions held on behalf of the individual customers (the "beneficial
owner'} under a custodial agreement.

Licensed Corporate Organizations: Companies licensed by the Corporate
Affairs Commission (CAC) under the Companies and Allied Matters Act 2004
(CAMAY), to carry business in Migeria.

Infrastructure Providers: These are organizations providing infrastructure
that enable switching, processing and settlement facilities for mobile money
services. Setement here refers to Inter-Scheme Setlement.

PCIDSS: Payment Card Industry Data Security Standard - The Payment Card
Industry Data Security Standard is an information security standard for
organizations that handle branded credit cards from the major card schemes. The
PCI Standard is mandated by the card brands but administered by the Payment
Card Industry Security Standards Council.

SMS: Short Message Service - SMS is a text messaging service component of
most telephone, Internet, and mobile device systems. It uses standardized
communication protocols that let mobile devices exchange short text messages.
An intermediary service can facilitate a text-to-voice conversion to be sent to
landlines

USSD: Unstructured Supplementary Service Data - Unstructured Supplementary
Service Data, sometimes referred to as "guick codes" or "feature codes”, is a
communications protocol used by GSM cellular telephones to communicate with
the mobile network operator’s computers

STK: Systems Tool Kit - Systems Tool Kit, often referred to by its initials STE, is
a physics-based software package from Analytical Graphics, Inc. that allows
engineers and scientists to perform complex analyses of ground, sea, air, and
space platforms, and share results in one integrated environment

IVR: Interactive Vioice Response - Interactive voice response is a technology that
allows humans to interact with a computer-operated phone system through the
use of voice and DTMF tones input via a keypad.

Savings Wallet Principal Pool Account: which shall hold all funds on holder's
savings wallet .
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v. Saving Wallet Interest Pool Account: which shall hold interest accruing from
the investment of the funds of the savings wallet holders.

Central Bank of Nigeria, Abuja

July 2021
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PREAMBLE

The Central of Nigeria (CBN), hereafter called the Bank, has introduced various initiatives
to enhance access to financial services for the unbanked population of the Nigenan
economy. This included the deployment and facilitation of the use of technology to dnve
the financial inclusion ambition of the CBN. To this end, the Guidelines for the Licensing
and Regulation of Payment Service Banks (PSBs) in Nigeria was issued in 2018 (revised
2020).

The Payment Service Banks are expected to leverage on technology to provide services
that would be easily accessed by the unbanked population and those who are in hard-to-
reach areas of the country. This framework hereby provides a set of regulations that are
targeted at streamlining the operations of Payment Service Banks, ensuring transparency
in their operations as well as ensunng adequate customer protection. The framework
focuses on corporate govemance, nsks management of the PSBs, and safety of funds to
the consumers of the Payment Service Banks' products. This Framework also aims to
ensure that sound risk management practices are embedded in the operations of the
Payment Service Banks.

Payment Service Banks are required to comply with relevant extant regulations and
CBN's prudential guidelines and circulars which are issued penodically.
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1.0

STRUCTURE OF PAYMENT SERVICE BANKS

The Payment Service Banks shall use the words “Payment Service Bank™ in its name to
differentiate it from other banks. However, the name of a PSB shall not include any

word that links it to its parent company or promoter.

Also, they shall:

Wi

Vil

wili.

2.0

2.1

Operate mostly in the rural areas and unbanked locations targeting financially
excluded persons, with not less than 25% financial service touch points in
such rural areas as defined by the CBN from time to time;

Enter into direct partnership with card scheme operators. Such cards shall not
be eligible for foreign currency transactions;

Deploy ATMs in some of these areas;
Deploy Point of Sale devices;

Be at liberty to operate through banking agents (in line with the CBN's
Guidelines for the Regulation of Agent Banking and Agent Banking
Relationships in Nigeria);

Roll out agent networks with the pror approval of the CBN;

Use other channels including electronic platforms to reach-out to its
customers;

Establish coordinating centres in clusters of outlets to superintend and control
the activities of the various financial service touch points and banking agents;

Be technology-driven and shall conform to best practices on data storage;
security and integnty; and

Set up consumer help desks (physical and online) at its main office and
coordinating cenfres.

PERMISSIBLE AND NON-PERMISSIBLE ACTIVITIES

Permissible Activities

Payment Service Banks shall camy out the following activities:

Accept deposits from individuals and small businesses, which shall be covered
by the deposit insurance scheme;

Camry out payments and remittances (including inbound cross-border personal
remittances) services through various channels within Nigena;
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Wil

Wil

2.2

Sale of foreign currencies realized from inbound cross-border personal
remittances to authorized foreign exchange dealers;

Without prejudice to 2.1 %' and 'ii" above, comply with provisions of the extant
Foreign Exchange Regulations of the CBN;

Issue debit and pre-paid cards on its name;
Operate electronic wallet;

Render financial advisory services;

Invest in FGMN and CBM securities; and

Camy out such other activities as may be prescrbed by the CBM from time fo
time.

Non-Permissible Activities

Payment Service Banks shall not camy out the following activities:

3.0

Wi

Wil

Grant any form of loans, advances and guarantees (directly or indirectly).
They may lend to their employees in line with their employee loan policy,
subject to the approval of their Board;

Accept foreign curency deposits;

Deal in the foreign exchange market except as prescribed in 4.1 (i & i)
above;

Insurance underwriting;
Undertake any other transaction which is not prescribed by this Guidelines;

Accept any closed scheme electronic value (e g. airtime) as a form deposit or
payment,

Establish any subsidiary except as prescribed in the CBN Regulation on the
Scope of Banking and Ancillary Matters, No 3, 2010.

OWHNERSHIP AND LICENSING REQUIREMENTS

This shall be as provided in Sections 5.0 and 6.0 of the Guidelines for Licensing and
Regulation of Payment Service Banks (2020), or the extant Regulation.

4.0

CORPORATE GOVERNANCE

To ensure sound corporate govemance culture, all Payment Service Banks shall adopt
structures and practices that will protect the interest of all stakeholders. To this end all
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Payment Service Banks shall comply with the following specific provisions, in addition to
the provisions of Corporate Governance Guidelines for Payment Service Banks.

4.1 BOARD STRUCTURE AND COMPOSITION

(a)

(b)

(c)

(d)

(e)

0

The Procedure for appointment to the Board shall be formal, transparent and
documented in the Board Charter.

Members of the Board of Directors shall be appointed by the shareholders of the
P5SB and approved by the CBN.

The size of the Board of any PSB shall be limited to a minimum of frve (5) and a
maximum of thirteen (13).

The Board of a PSB shall have at least one (1) Mon-Executive Director as
Independent Director. For publicly listed Payment Service Banks, the provisions of
CAMA. 2019 shall apply.

The Board shall reflect diversity in its composition. Both genders shall be
adequately represented on the Board.

Members of the Board shall be qualified persons of proven integnty and shall be
knowledgeable in business, financial matters and/or information technology.

At least two (2) non-executive directors shall be required to have banking or related
financial industry expenence.

Mot more than two members of an extended family shall be on the Board of a
Payment Service Bank, its subsidiary or Financial Holding Company (HoldCo) at
the same time. Furthermore, only one extended family member can occupy the
position of either MD/CEOQ, Chairman or ED at any point in time.

The expression 'extended family' in this Framework includes director’s spouse,
parents, children, siblings, cousins, uncles, aunts, nephews, nieces, indaws and
any other construed relationship as to be determined by the CBN.

Prospective directors on the Board of a Payment Service Bank are required to
disclose board memberships on boards of other organisations, and current
directors shall notify the Board of prospective appointments on boards of other
organisations. The PSB shall cbtain CBN's approval in both instances.

A director (except an INED) of a Payment Service Bank may be appointed a Non-
Executive Director only within a Holding Company or a Group structure which the
Payment Service Bank is a member, provided the aggregate number of directors
from the Payment Service Bank at any point in time shall not exceed 30 per cent
of the membership of the Board of the holding company and vice versa.
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(1

The position of an Executive Vice Chairman shall not be recognized in the board
structure of any Payment Service Bank.

(m) A director on the Board of a Payment Service Bank shall only be presented for

4.2
(a)

(b)

(c)
(d)

(e)

(f)

43
(@)

(b)

5.0

reappointment at the last AGM before the expiration of the tenure of such a
director.

BOARD AND BOARD COMMITTEES MEETINGS

The schedules of the Board and its committees’ meetings shall be proposed and
approved by the Board ahead of each financial year.

To effectively perform its oversight function and monitor management's
performance, the Board and its Commitiees shall meet at least once every quarter.

The meeting of the Board and its committees shall be held at a specified location.

The quorum for the Board and its committees’ meetings shall be two-thirds of
members, majority of whom shall be NEDs.

Every Director is required to attend all meetings of the Board and Board
Committees he or she is a member. In order to qualify for reappointment, a director
must have attended at least two-thirds of all Board and Board Committee
meetings.

Minutes of meetings of the Board and its Committees shall be propery written in
English language, adopted and signed off by the Board/Committee Chairman and
Secretary, pasted in the minute’s book and domiciled at the P5B's Head Office.

BOARD EVALUATION

There shall be an annual appraisal of the Board, its Committees, Chairman and
individual Directors covering all aspects of the Boards’ structure, composition,
responsibilities, processes and relationships or as may be prescribed by the CBEN
from time to time.

The Board appraisal shall be conducted by an Independent Consultant with
adequate expenience, knowledge and competence. The report of the annual Board
appraisal shall be forwarded to the CBN by March 31st following the end of every
accounting year and be presented to shareholders at the AGM.

APPROVED PERSONS REGIME & COMPETENCY FRAMEWORK

All Payment Service Banks shall comply with the provisions of the Assessment
Cnteria for Approved Persons’ Regime for Payment Service Banks, which
clearly stipulates the roles, responsibilities, minimum qualifications and/or
expenence for principal officers of Payment Service Banks.
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The roles, responsibilities and minimum qualifications for prncipal officers of
Payment Service Banks are as follows.

CHAIRMAN OF THE BOARD

. Responsibilities

The Chairman (Chair) of the Board shall be responsible for:

Setting the board's agenda and ensuring that adequate time is available for
discussion of all agenda items, in particular strategic issues. The Chair shall also
promote a culture of openness and debate by facilitating the effective contribution
of Non-Executive Directors and ensunng constructive relations between executive
and Non-Executive Directors.

Evaluating the performance of the Board and its sub-commitiees;

Leading the development and overseeing the implementation of the Payment
Service Bank's policies and procedures for the induction, training and development
of all directors.

Leading the development of the Payment Service Bank's culture by the bank’s
Board.

Cverseeing the assessment of fitness and propriety of the Payment Service Bank's
IMEDs.

Chairing and overseeing the performance of the Nomination Committee.
Qualifications
A first degree or its equivalent in any discipline

Membership of Institute of Directors or any other relevant and recognized
professional institute.

Years of Experience
Relevant expenience in business/executive role

15 years post-graduation experience

I. 5 years board experience in Financial Services, Electronic Payments and ICT

Industry

339



5.2

vi.

vii.

MANAGING DIRECTORJ/CHIEF EXECUTIVE OFFICER (MD/CEQ)
Responsibilities
The MDVCEQ shall be responsible for:

Allocation of all Prescribed Responsibilities: He/she shall consider and agree
‘Prescribed Responsibilities” for all Executive Directors and other members of staff
who report to the MD/CEO, ensuring that these responsibiliies are readily
understood, shared, implemented, and monitored on a regular basis.

Overseeing the adoption of the Payment Service Bank's culture in the day-
to-day management of the bank: He/she shall entrench organizational culture in
all the areas of the Payment Service Bank; directs the development and
implementation of all policies and procedures that support the cultural objectives
of the Payment Service Bank in line with the tone set by the Board.

Owverseeing the performance of the Risk function and ensuring the integrity
and independence of the Payment Service Bank's risk function: He/she shall
have a line management responsibility for the Executive Director, Risk. The
MDJ/CED shall delegate implementation of the Risk function to the Executive
Director, Risk.

The production and integrity of the Payment Service Bank's financial
information: Helshe shall have a line management responsibility for the Chief
Financial Officer, and shall ensure that the setting, communication, and delivery of
the bank’s total expenditure and income budget is in line with the Payment Service
Bank's budget as set by the Board. The MD/CEQ is also responsible for ensunng
regular updates fo the Board on the Payment Senvice Bank's financial information.

The development and maintenance of the bank’s business model and
strategy: He/she shall be responsible for setting the Payment Service Bank's
overall strategy and business model (subject to approval by the Board).

The MD/CEOQ shall ensure that business strategies are communicated intemally
and implemented by all staff and ensure that reqular updates are made available
to all relevant stakeholders.

Talent management: He/she shall be responsible for developing and delivering a
talent management plan for the Payment Service Bank, including regular updates
to the Board on succession plans for the senior management team.

Budget: He/she shall have line management responsibility for the Chief Financial
Officer, and shall ensure that the setting, communication, and delivery of the
bank’s total expenditure and income budget is in line with the budget as approved
by the Board.

340



viii.

5.3

Risk: He/she shall have line management responsibility for the Executive Director,
Risk, and shall ensure that the bank has a nsk profile consistent with ensuning the
delivery of its objectives.

b} Qualifications

A minimum of first degree or its equivalent in any discipline plus a higher degree
or professional qualification in any business-related discipline or IT related
disciplines.

c) Years of Experience

Candidate shall have a minimum of twenty (20) years post-graduate experience,
out of which at least fifteen (15) years shall be in the banking industry and
electronic payments service and financial inclusion related jobs, and at least 5
years as a senior management staff. The expected experence should span agent
network development and expansion, customer service, business development
and compliance.

DEPUTY MANAGING DIRECTOR/EXECUTIVE DIRECTORS
Responsibilities
The Deputy Managing Director/Executive Directors shall:
Oversee all operations, functions and activities under hisfher purview;

Be responsible for giving the proper strategic direction and implementing board
policies as well as ensuning function(s) under his/her purview operates efficiently
and effectively to meet business goals.

Qualification

A minirmum of first degree or its equivalent in any discipline plus a higher degree or
professional qualification in any business/IT related discipline.

. Years of Experience

Candidate shall have a minimum of eighteen (18) years post-graduate expenence,
out of which at least 12 must have been in banking, electronic payments and financial
inclusion related jobs, and at least 2 as General Manager. Evidence of experience in
diverse areas such as agent network development, customer service, banking
operations and compliance shall be provided for the candidate.

A Deputy Managing Director/Executive Director must have served for a minimum of
two (2) years for him/her to be qualified for appointment as a Managing Director.
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NON-EXECUTIVE DIRECTORS (OTHER THAN THE CHAIRMAN)

. Responsibilities

Mon-Executive Directors shall carry out the following responsibilities:

Strateqgy - Non-Executive Directors shall constructively contnbute to the process
of developing proposals on strategy.

ii. Performance - Non-Executive Directors shall scrutinize the performance of

management in meeting agreed goals and objectives and monitor the reporting of
performance.

Risk - Non-Executive Directors shall satisfy themselves on the integrity of financial
information and that financial controls and systems of risk management are
robust.

. People - Non-Executive Directors shall as members of the Remuneration

Committee determine appropriate levels of remuneration for Executive
Directors. They should have a prime role in succession planning, appointment,
and removal of Executive Directors.

Qualifications

A first degree or its equivalent in any discipline

ii. Membership of Institute of Directors or any other relevant and recognized insfitute

Years of Experience

A minimum of 15 years’ post- graduate expernence;

. Proven skills and competencies in their fields;
ii. Knowledge of the operations of banks/electronic payments business and relevant

laws and regulations guiding the financial services industry; and

. Ability to interpret financial statements and make meaningful contnibutions to board

deliberations;

In considering nominees with limited academic/professional qualifications and
industry experience, the CBN shall take into account the following:

Direct involvement of the nominee in an established business enterprise with
total assets of not less than N300million.

The quality of courses and seminars attended in the last five () years prior to
his nomination.
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iii. The size, scope and complexity of the institution;
iv.  The relevant experence and qualifications of other Board members;
v.  The existence and number of Independent Directors on the Board,

vi. An assurance that the proposed director(s) would be exposed to accelerated
training over a short period of time; and

vil.  Assignment of responsibilities commensurate with their experiences.
5.5 INDEPENDENT NON-EXECUTIVE DIRECTORS (INED)
a. Responsibilities

i. Be an anchor, as required, for views by other Non-Executive Directors on the
performance of the Chairman

ii. Chair a formal annual session of the Momination and Governance Committee
members (excluding the Chairman) to agree the Chairman’s objectives and review
his performance

ii. Be responsible for appraising the Chairman's performance taking into account the
views of Executive Directors and other stakeholders.

iv. Be the focal point for board members for any concems regarding the Chairman, or
the relationship between the Chaiman and MD/CEO.

b. Qualification
i. A first degree or its equivalent in any discipline

i. Membership of Instite of Directors or any other relevant and recognized
professional instifute.

c. Years of Experience
1. Independent Directors shall be appointed in accordance with:
i. The CBN's extant Guidelines for the Appointment of Independent Directors;
ii.  The extant Corporate Govemance for Payment Service Banks;
ii.  Companies and Allied Matters Act (CAMA), 2020,

.  Any other relevant law, rules and regulations issued from time to time by the
CBN.

2. In particular, an Independent Director shall be a member of the Board of
Directors who has no direct material relationship with the Payment Service
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5.6

Bank or any of its officers, major shareholders, subsidiaries and affiliates; a
relationship which may impair the director’s ability to make independent
judgments or compromise the director's objectivity in line with Corporate
Governance best practices.

An Independent Director shall not:

beyond his services on the Board of a Payment Service Bank, provide financial,
legal and/or consulting services to the institution or its subsidiaries/affiliates or
had done so in the preceding 5 years;

be a current or former employee who had served in the Payment Service Bank
in the past and none of his immediate family members should be an employee
or former staff of the Payment Service Bank at the senior management level in

the preceding & years;

be part of management, executive committee or board of trustees of an entity,
chanty or otherwise, supported by the Payment Service Bank;

serve on the Board of a subsidiary or affiliate of the Payment Service Bank.
An Independent Director shall have:

sound knowledge of the operations of listed companies, the relevant laws and
regulations guiding the industry,

a minimum academic qualification of first degree or its equivalent with not less
than 15 years of relevant working expenence.

proven skills and competencies in their fields.

In addition, the requirements for Non-Executive Directors stated above shall apply.

CHAIRMAN OF BOARD AUDIT AND RISK MANAGEMENT COMMITTEE
(BARMC)

. Responsibilities

The Chaiman of BARMC shall be responsible for:
Chairing and overseeing the performance of BARMC.

Ensuning and overseeing the integnty and independence of the Payment Service

Bank's intemal audit function (including the Head of Internal Audit).

Ensuring the integnty, independence and effectiveness of the Payment Service
Bank's policies and procedures on whistleblowing and ensuring staff that raise

concems are protected from detimental treatment.
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v. Monitoring the integnity of the financial statements.

W.

Owverseeing the selection process for new extemal auditors.

vi. Approving the letter of appointment of the external auditor.

vil. Approving the remit and resources of the intemal audit function and disclose in the

Annual Report whether BARMC is satisfied that the intemal audit function has
appropriate resources.

vili. Reviewing and report on the effectiveness of the Payment Service Bank's risk

5.7

framework, nsk standards, risk management policies and systems of intemal
control.

Qualification
A first degree or its equivalent in any discipline

Membership of Institute of Directors or any other relevant and recognized
professional institute

Years of Experience
Relevant experience in business/executive role

15 years post-graduate experience

iil. 5 years board experience in Financial Services/Electronic Payments Industry

Mandatory Continuous Professional Training (MCPT)

For continued retention in the role, in addition to performance on the position, the
Chairman, BARMC shall provide evidence of at least forty {40) hours of Mandatory
Continuous Professional Training (MCPT) on Leadership, Strategic Management,
Corporate Govemance as well as specific areas of the board.

CHAIEMAN OF REMUNERATION COMMITTEE (REMCO)

. Responsibilities

The Chairmian of RemCo shall be responsible for:

Determining all matters relating to the remuneration, including pension benefits
and costs, of the MD/CEQ and Executive Directors.

Advising the Board on major changes in remunerafion structures within the
Payment Service Bank, including pension benefits, and other remuneration
matters specifically referred to it by the Board.
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Wi

Wil

Approving the remuneration report for inclusion in the Payment Service Bank's
Annual Report.

Qualification

Minimum qualification:

A first degree or its equivalent in any discipline
Years of Experience

Relevant experience in business/executive role

15 years post-graduation experience

li. 5 years board experience in Financial Services Industry

CHAIRMAN OF NOMINATION COMMITTEE

. Responsibilities

The Chaiman, Nomination Committee shall:
Put in place a policy promoting diversity on the Board;

Identify and recommend for approval, by the Board, candidates to
fill Board vacancies, having evaluated the balance of knowledge, skills, diversity
and expenence of the Board;

Prepare a description of the roles and capabilities for appointment, and assesses
the time commitment required;

. Ensure representation on the Board is diverse and prepare a policy to ensure

diversity in composition of Board members;

Pencdically, and at least annually, assesses the structure, size, composition and
performance of the Board and make recommendations to the Board with regard to
any changes;

Penodically and at least annually, assess the knowledge, skills and expenence of
individual members of the Board and of the Board collectively, and report this to
the Board;

Penodically review the policy of the Board for selection and appointment of senior
management and make recommendations to the Board; and

vili. Ensure on an ongoing basis, that the Board's decision making is not dominated by

any one individual or small group of individuals in a manner that is detrimental to
the interest of the Payment Service Bank as a whole
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5.10

Qualification
A first degree or its equivalent in any discipline
Years of Experience

A minimum of 15 years of expenence within the financial services and electronic
payments industry.

EXECUTIVE DIRECTOR (ED), RISK

. Responsibilities

The ED, Risk shall:

Provide policy direction and oversight for the institution’s second-line risk functions
to ensure: that all material nsks are identified, measured and reported; that those
functions are appropriately involved in matenal nsk management decisions; and
that the Payment Service Bank has an effective risk management framework.

Provide leadership, governance, and management necessary to identify, evaluate,
mitigate, and monitor the Payment Service Bank's overall risk exposures.

Qualifications
A first degree or its equivalent in any discipline.
Relevant postgraduate/professional certifications in risk management

. Years of Experience

A minimum of eighteen (18) years post-graduate experience, out of which at least
thirteen (13) years shall be in the banking industry with at least two (2) years as a
general manager. Evidence of experience in diverse areas such as agent network
development, customer service, banking operations and compliance shall be
provided for the candidate.

EXECUTIVE COMPLIANCE OFFICER.

. Responsibilities

The Executive Compliance Officer (ECO) shall be an Executive Director and
ensure compliance across the Payment Service Bank through oversight of the
necessary control processes, policies, culture, and all relevant regulations by the
CBN.

. Qualifications

A first degree or its equivalent in any discipline
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Recognized professional certification will be an added advantage
Years of Experience

A minimum of eighteen (18) years post-graduate expenence, out of which at
least thirteen (13) years shall be in the banking industry with at least two (2) as

a general manager.

Evidence of experience in diverse areas such as agent network development,
customer service, banking operations and compliance shall be provided for the
candidate.

CHIEF FINANCIAL OFFICER (CFO) or whoever that has the overall

. Responsibilities

The CFO shall be responsible for the following:
Finance

Financial control, budgeting, management reporting and analysis, statutory
reporting and tax matters.

ii. The Payment Service Bank’s capital and funding from a budget perspective.

The maintenance of the Payment Service Bank’s capital and funding from a budget
perspective is the responsibility of the CFO, who reports to the MD/CEO.

The production and integrity of the Payment Service Bank's financial
information and its regulatory reporting.

The CFO has responsibility for the production and integrity of the Payment Service
Bank's financial information. The responsibility is shared with the MD/CEO and
Chair of Board.

. Regulatory Retums

The CFO shall be responsible for peniodic regulatory retums on financial matters
to the CBN and any other regulator within the financial system (where required).

Cualifications

. A first degree or equivalent in any discipline.
i. Recognized professional certification such as ACCA, ACA, ANAN, CFA, etc.
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Years of Experience

Minimum of 10 years post qualification expenence in Finance & Performance
Management role within the Financial Services Industry. Out of which at least 5
must have been at a senior management level.

HEAD, INTERNAL AUDIT

. Responsibilities

The Head, Intemal Audit shall be responsible for the preparation and delivery of
an annual audit plan which is commensurate with business nisk, evaluation of the

effectiveness of internal controls, risk management and govemance processes in
all areas of the Payment Service Bank. The Intemal Audit authority, role and
responsibility shall be defined in the Board approved Internal Audit Charter.

Qualifications

A first degree or equivalent in any discipline.

i. Recognized professional Accounting certification such as ACCA, ACA, etc.

Years of Experience

Minimum of 10 years’ experence in the finandal management/accounting
function, 5 of which must be in senior position within the audit function

CHIEF RISK OFFICER

. Responsibilities

The Chief Risk Officer (CRO) shall:

Develop Enterprise Risk Management Framework, practices, and policies to
analyse and report enterprise nsks, and to manage nsks according to a Board
approved enterprise nisk management framework.

i. Monitor and report on adherence to and consistency of strategic initiatives with

Board-approved risk appetite framework, risk tolerances and nisk profile.

Ensure that the organization's nsk management policies and strategies are in
compliance with applicable regulations, rating agency standards, and strategic
imperatives of the Payment Service Bank.

Establish the Enterpnse Risk Management architecture for the financial Payment
Senvice Bank.

Monitor and analyze risks within the company's business units and reports on
these nsks to the Board Audit and Risk Management Committees
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Qualifications

A first degree or its equivalent in any discipline

Recognized professional certification will be an added advantage
Years of Experience

A Minimum of 15 years post qualification expenence in nsk management or related
area within the Financial Services or Information Technology Industry, of which at
least T must have been in the Banking Sector and 5 years must have been at

senior management level.

CHIEF COMPLIANCE OFFICER

. Responsibilities

The Chief Compliance Officer (CCO) shall:

Camy out a regular assessment of the adequacy of the Payment Service Bank's
operational systems and controls to ensure that they confinue to comply with laws
and regulations.

Implement and maintain (as approved by the Board) procedures sufficient to
ensure compliance of the Payment Service Bank

Provide guidance on steps that a Payment Service Bank can take to reduce the
risk that its systems might be used to further financial crimes

Assess and monitor the adequacy and effectiveness of the measures and
procedures put in place and the actions taken to address any deficiencies in
the Payment Service Bank's compliance with all laws and regulations; and

Advise and assist the relevant persons responsible for camying out regulated
activities to comply with the Payment Service Bank's compliance procedures

Oversee the independence, autonomy and effectiveness of the Payment Service
Bank's policies and proceduraes on whistleblowing including the procedures for
protection of staff (where the whistle was blown by a staff).

Qualifications
A first degree or its equivalent in any discipline
Membership of International Compliance Association will be an added advantage
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Years of Experience

A Minimum of 15 years post-graduation qualification experience in Risk/Control
functions within the Financial Services and Electronic Payments Industry.

Mandatory Continuous Professional Training (MCPT)

For continued retention in the role, in addition to general performance on the job,
the CCO shall provide evidence of at least forty (40) hours of Mandatory
Continuous Professional Training (MCPT) in Financial Reporting, Cyber security,
Regulatory management and AMU/CFT related programs.

CHIEF TREASURER

. Responsibilities

The Chief Treasurer shall be responsible for:

Proper application of treasury policy, in particular to verify compliance with trading
and other limits

i. The forecast of cash flow positions, related borrowing needs, and funds available

for investments
The maintenance of institution’s liquidity position.
Qualifications

A first degree or its equivalent in any discipline and relevant professional
certification e.g. ACl or Treasury Dealership Certificate

Years of Experience

A Minimum of 15 years post-graduation expenence out of which 8 years must
have been spent in treasury related function.

MONEY LAUNDERING REPORTING OFFICER

. Responsibilities

The Money Laundering Reporting Officer shall:

Put in place approprate documentation of the Payment Service Bank’s risk
management policies (as approved by the Board) and nsk profile in relation
to money laundering, including documentation of application of those policies;

i. Provide appropnate report on AML/CFT to the Board and senior management at

least annually on the operation and effectiveness of those systems and controls;
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Ensure that when appropnate, the information or other matter leading to
knowledge or suspicion, or reasonable grounds for knowledge or suspicion of
money laundering is properly disclosed to the Board,

. Assess intemal trends, external regulatory & law enforcement environment to

make recommendations, understand nsk areas and alter or add fo current
processes;

Develop the overall program plan, oversee the execution of the plan and provide
reqular status report to executives on AMLICFT issues;

Establish and maintain an effective Customer Due Diligence/Enhanced Due
Diligence nsk rating and ensure ongoing assessments, review and analysis of
unusual/suspicious account activity;

Conduct AMU/CFT nisk assessments annually or as needed with consideration to
products, services, customers, and geographies that may present AML/CFT
related risks; and

viii. Be responsible for penodic regulatory retums on AML/CFT matters to the CBN and

b.

C.

547

any other regulator within the financial system (where required)
Qualification

A first degree and relevant cerfification in AML/CFT

Years of Experience

At least 10 years post qualification expenence

CHIEF INFORMATION SECURITY OFFICER (CISO)

. Responsibilities

The CISO shall:

Be responsible for the strategic policy (as approved by the Board) of the Payment
Service Bank's information secunty program

Manage strategy, operation and the budget for the protection of the enterprise
information assets

Stay abreast of information secunty issues and regulatory changes affecting the
information security at the national and global level, communicate to the business
segments on a regular basis about emerging developments
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iv. Manage company-wide information security governance processes and lead

Information Security Liaisons with regulatory bodies and law enforcement
agencies

v. Lead information securty planning processes and establish comprehensive

information security program for the Payment Service Bank covenng business,
financial, legal and administrative information systems and technology.

b. Qualification

A University degree and relevant IT security/Audit certification

c. Years of Experience

At least 10 years post qualification expenence 5 years in senior Management
position and not less than 5 years in IT secunty/Audit certification role.

KNOW YOUR CUSTOMER (KYC) & ANTI-MONEY LAUNDERING AND
COMBATING THE FINANCING OF TERRORISM (AML/CFT)

Payment Service Banks shall ensure that their systems are not used for money
laundering and the financing of terrorism. They shall therefore comply with the
provisions of the Central Bank of Nigeria {Anti-Money Laundering and Combating
the Financing of Terronism in Banks and Other Financial Institutions in Nigena)
Regulation 2019 (as amended) and extant laws of the Federation aimed at
combatting money laundering and the financing of terronsm.

ANTI-MONEY LAUNDERING/COMBATING FINANCING OF TERRORISM
(AML/CFT) REGULATION PSBS IN NIGERIA

OBJECTIVES, SCOPE AND APPLICATIONS

. Objectives

The objectives of this section of the framework shall be to:

Provide Anti-Money Laundering and Combating the Financing of Terronsm
(*AML/CFT") compliance guidance or guidelines for the PSBs under the
regulatory purview of the Central Bank of Nigeria ("CBN") as required by relevant
provisions of the Money Laundering (Prohibition) Act, 2011 (as amended), the
Terrorism Prevention Act, 2011 (as amended) and other relevant laws and
Regulations;

Enable the CBN diligently enforce AML/CFT measures and ensure effective
compliance by PSBs; and

Provide guidance on Know Your Customer ("KYC") and to assist PSBs in the
implementation of the provisions of this section of the framework.
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This section of the framework covers:

the key areas of Anti-Money Laundenng and Combating the Financing of Terronsm
(AML/CFT) policy;

development of compliance unit and function;

compliance officer designation and duties;

the requirement to cooperate with the competent or supervisory authorities;
conduct of Custormer Due Diligence;

monitoring and responding to suspicious transactions;

reporting requirements; record keeping; and

AMU/CFT employee training.

Application

This section of the framework shall apply to Payment Service Banks in Migena
within the regulatory purview of the Central Bank of Nigenia.

AMLU/CFT Institutional policy framework
A PSE shall:

Adopt policies stating its commitment to comply with Anti-Money Laundering
(‘AML") and Combating Financing of Terronsm (“CFT") obligations under subsisting
laws, regulations and regulatory directives and to actively prevent any transaction
that otherwise facilitates criminal activity, money laundering or terrorism

Formulate and implement intemal controls and other procedures to deter ciminals
from using its facilities for money laundering and terronst financing.

Adopt a nsk-based approach in the identification and management of their
AMUCFT nsks in line with the requirements of this framework.

Comply promptly with requests made pursuant to current AML/CFT legislations and
provide information to the Central Bank of Nigeria (CBN), Nigeria Financial
Intelligence Unit (NFIU) and other competent authonties

Shall not in any way inhibit the implementation of the provisions of this section of
the Framework and shall co-operate with the regulators and law enforcement
agencies in the implementation of a robust AML/CFT regime in Nigeria.
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Render statutory reports to appropriate authonties as required by law and shall
guard against any act that will cause a customer or client to avoid compliance with
AML/CFT legislations.

Identify, review and record other areas of potential money laundering and teronst
financing nsks not covered by this framework and report same to the appropriate
authonties

Reflect AML/CFT policies and procedures in their strategic policies

Conduct on-going Due Diligence and where appropriate enhanced Due Diligence
on all business accounts and shall obtain information on the purpose and intended
nature of the business account of their potential customer

Ensure that their employees, agents and others doing business with them, clearly
understand the AMUCFT programme.

e. Risk assessment

A PSB shall -

take appropriate steps fo identify, assess and understand their Money Laundering
('ML") and Financing of Temonsm ('FT°) nsks for customers, countries or
geographic areas of their operations, products, services and delivery channels;

document its risk assessment profile;

consider all the relevant nsk factors before determining what the level of the overall
risk and the appropriate level and type of mitigation to be applied;

keep these assessments up to date; and

have appropriate mechanisms to provide nsk assessment information to
regulatory, supervisory and competent authonfies as well as Self-Regulatory
Bodies ('SRBs').

. Risk mitigation

A PSB shall -

have policies, controls and procedures which are approved by its board of directors
to enable it to manage and mitigate the risks that have been identified (either by
the country or by the PSB);

monitor the implementation of those controls and enhance them, where necessary;
and
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Vi

vil.

will.

take enhanced measures to manage and mitigate the nisks where higher risks are
identified.

. Designation and duties of AML/CFT Compliance Officer
. A PSB shall designate its AML/CFT Chief Compliance Cfficer with the relevant

competence, authority and independence to implement the institution’s AML/ CFT
compliance programme;

. The AMUCFT Chief Compliance Officer referred to in sub-section (1) of this

section of the framework shall be appointed at management level and shall report
directly to the Board on all matters under this framework;

. The duties of the AML/ CFT Compliance Officer referred to in this sub-section (1)

of this section of the framework shall include:

developing an AML/CFT Compliance Programme;

receiving and vetting suspicious fransaction reports from staff,
filing suspicious transaction reports with the NFIU;

filing other regulatory returms with the CBN and other relevant regulatory and
supervisory authorities

rendering “nil” reports to the CBM and MNFIU, where necessary to ensure
compliance;

ensuring that the PSB's compliance programme is implemented;

coordinating the training of staff in AML/CFT awareness, detection methods and
reporting requirements; and
serving both as a liaison officer between his institution, the CBN and NFIU and a

point-of- contact for all employees on issues relating to money laundenng and
terrorist financing.

. Cooperation with Competent Authorities
. A PSB shall give an undertaking that it shall comply promptly with all the requests

made pursuant to the AML/CFT laws and regulations and provide information to
the CBN, NFIU and other relevant competent authornties

. A P3B's procedures for responding to authorized requests for information on

money laundering and terrorist financing shall meet the following:
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3.2

vi.
vii.

viil.

Xi.
Xil.
i,

v

xvil.

searching immediately the P5B’s records to determine whether it maintains or has
maintained any account for or has engaged in any transaction with any individual,
entity, or organization named in the request;

reporting promptly to the requesting authority the outcome of the search; and
protecting the security and confidentiality of such requests.

OFFENCES, MEASURES AND SANCTIONS

Scope of Offences

(1) A PSB shall identify and file suspicious transaction reports to the NFIU, where

funds, assets or property are suspected to have been denved from any of the
following criminal activities:

participation in an organized cniminal group and racketeenng;
terrorism, including temornist financing;

frafficking in human beings and migrant smuggling;

sexual exploitation, including sexual exploitation of children;
illicit trafficking in narcotic drugs and psychotropic substances;
illicit arms trafficking;

illicit trafficking in stolen and other goods;

comuption;

bribery;

cybercrime and other fraud,

counterfeiting currency;

counterfeiting and piracy of products;

environmental crime;

murder;

grievous bodily injury;

kidnapping, illegal restraint and hostage-taking;

robbery or theft;
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xix.

XX

smuggling, including smuggling done in relation to customs and excise duties
and taxes);

tax cimes, related to direct taxes and indirect taxes;
extortion;

forgery;

piracy; or

insider trading and market manipulation or any other predicate offence as
contained in section 15 of Money Laundering (Prohibition) Act, 2011 (as
amended) and provisions of the Terrorism Prevention Act, 2011 (as amended).

Termrorist Financing Offence

Terronst financing offences extend to any person or entity who solicits, acquires,
provides, collects, receives, possesses or makes available funds, property or other
services by any means to terrorists or terrorist organizations, directly or indirectly
with the intention or knowledge or having reasonable grounds to believe that such
funds or property shall be used in full or in part to carry out a terronist act by a
terrorist or terrorist organization in line with section1 of TPA 2011 (as amended).

Temorist financing offences are predicate offences for money laundenng. They
apply regardless of whether the person or entity alleged fo have committed the
offence is in the same country or a different country from the one in which the
terronist or terronst organization is located or the terronst act occurred or will oceur.

Targeted Financial Sanctions Related to Financing and Proliferation

A PSB shall report to NFIU any assets frozen or actions taken in compliance with
the prohibition requirements of the relevant United Nations Securty Council
Resolutions ('UNSCRs") on terronsm, financing of proliferation of weapons of mass
destruction, any future successor resolutions and the Termonsm Prevention
(Freezing of Intemational Terronst Funds and Other Related |ssues) Regulation,
2011 and any amendments that may be reflected by the competent authonties.

The reports in sub-section (1) of this section of the framework shall include all
transactions involving attempted and concluded transactions in compliance with
the Money Laundering (Prohibition) Act MLPA, 2011 (as amended), Terrorism
Prevention Act (TPA) 2011 (as amended) and the Terrorism Prevention (Freezing
of International Temonst Funds and Other Related Issues) Regulation 2013 and
any amendments that may be reflected by the competent.

The administrative sanctions contained in Schedule | of this framework or in the
Temorism Prevention (freezing of Intemational Termorist Funds and Other Related
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3.3

1)
a)

b)

d)

Issues) Regulation, 2013 (as amended) shall be imposed by the CBN on
institutions under its regulatory purview.

Limitation of Secrecy and Confidentiality Laws

PSB secrecy and confidentiality laws shall not in any way, be used to inhibit the
implementation of the requirements in this section of the framework and other
relevant Regulations pursuant to the provisions of Section 38 of EFCC Act, 2004,
13 of MLP Act, 2011(as Amended) and Section 33 of the CBN Act, 2007.

The relevant laws cited in this sub-section (12){1) of this section of the framework
have given the relevant authonties the power required to access information to
propery perform their functions in combating money laundenng and financing of
terronsm, the sharng of information between competent authonties, either
domestically or internationally, and the sharng of information between PSBs
necessany or as may be required.

Banking secrecy or preservation of customer confidentiality shall not be invoked
as a ground for objecting to the measures set out in this section of the framework
and other relevant Regulations or for refusing to be a witness to facts likely to
consfitute an offence under ML and TF laws, Regulations or any other law.

CUSTOMER DUE DILIGENCE, HIGHER RISK CUSTOMERS AND
POLITICALLY EXPOSED PERSON

Customer Due Diligence (‘'CDD’) measures
A PSB shall undertake Customer Due Diligence ('CDD") measures when —
business relations are established;

carrying out occasional transactions above the applicable and designated
threshold of USD 1,000 or its equivalent or as may be determined by the CBM from
time to time, including where the transaction is camed out in a single operation or
several operations that appear to be linked;

carrying out occasional transactions that are wire transfers, including those
applicable to cross-border and domestic transfers between PSBs and when credit
or debit cards are used as a payment system to effect money transfer.

The measures in paragraphs (a), (b) and (c) of this regulation shall not apply to
payments in respect of:

any transfer flowing from a transaction camed out using a credit or debit card so
long as the credit or debit card number accompanying such transfers flow from the
transactions such as withdrawals from a bank account through an ATM machine,
cash advances from a credit card or payment for goods.
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ii. Inter-financial institution transfers and settlements where both the onginator-
person and the beneficial-person are PSBs acting on their own behalf.

e) there is a suspicion of money laundenng or terronst financing, regardless of any
exemptions or any other thresholds referred fo in this section of the framework and
other relevant Regulations; or

f) there are doubts on the veracity or adequacy of previously obtained customer
identification data.

2) Financial institutions, however, are not required after obtaining all the necessary
documents and being so satisfied, to repeatedly perform idenfification and venfication
exercise every time a customer conducts a transaction.

b. CDD Measures — ldentification and Verification of Identity of Customers

1) A PSB shall identify their customers (whether permanent or occasional; natural or
legal persons; or legal arrangements) and venfy the customers’ identiies using
reliable, independently sourced documents, data or information.

2) APSB shall camry out the full range of the CDD measures contained in this framework.

3) P3Bs shall apply the CDD measures on a risk-sensitive basis.

4) Types of customer information to be obtained and identification data to be used to
verify the information are contained in Appendix A (schedule I1) to this section of the
framework.

5) Where the customers are a legal persons or legal arrangements, the PSB shall:

4. identify any person purporting to have been authorized to act on behalf of that
customer by obtaining evidence of the customer’s identity and verifying the identity
of the authorized person; and

b. identify and venfy the legal status of the legal person or legal amangement by
obtaining proof of incorporation from the Corporate Affairs Commission ('CAC) or
similar evidence of establishment or existence and any other relevant information.

c.  Verification of Beneficial Ownership

1) A PSB shall identify and take reasonable steps to venfy the identity of a beneficial-
owner, using relevant information or data obtained from a reliable source to satisfy
it that it knows who the beneficial-owner is through methods including:
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a.

2)

3)

4)

3)

for legal persons:

Identifying and verifying the natural persons, where they exist, that have ultimate
controlling ownership interest in a legal person, taking into cognizance the fact that
ownership interests can be so diversified that they may be no natural persons
(whether acting alone or together) exercising control of the legal person or
amrangement through ownership;

to the extent that it is manifestly clear under sub-paragraph (i) of this paragraph
that the persons with the controlling ownership interest are the beneficial owners
or where no natural person exerts control through ownership interests, identify and
verify the natural persons, where they exist, exercising control of the legal person
or amangement through other means; and

where a natural person is not identified under sub-paragraph (i) or (i) of this
paragraph, the PSB shall identify and take reasonable measures to verify the
identity of the relevant natural person who holds senior management position in

the legal person.

for other types of legal amangements PSBs shall identify and venfy persons in
equivalent or similar positions.

P5Bs shall in respect of all customers, determine whether or a customer is acting
on behalf of another person or not and where the customer is acting on behalf of

another person, take reasonable steps to obtain sufficient identification-data and
verify the identity of the other person.

A PSB shall take reasonable measures in respect of customers that are legal
persons or legal arrangements fo:

. understand the ownership and control structure of such a customer; and

. determine the natural persons that ultimately own or control the customer.

In the exercise of its responsibility under this regulation, a PSB shall take info
account that natural persons include those persons who exercise ultimate or
effective control over the legal person or amangement and factors to be taken info
consideration fo satisfactonly perform this function include:

for companies - the natural persons shall own the controlling interests and
comprise the mind and management of the company;

Where a customer or an owner of the controlling interest is a company listed on a
stock exchange and subject to disclosure requirements (either by stock exchange
rules or by law or other enforceable means) which impose requirements to ensure
adequate transparency of beneficial ownership, or is a majority-owned subsidiary
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of such a company, it is not necessary to identify and verify the identity of any
shareholder or beneficial owner of the company.

6) The relevant identification data referred to in the foregoing regulation may be
obtained from a public register, the customer and other reliable sources, and for
this purpose, ownership of 5% interest or more in a company is applicable.

7) A PSB shall obtain information on the purpose and intended nature of the business
account of its potential customers.

8) A PSB shall conduct on-going due diligence on a business account.

9) The conduct of on-going due diligence includes scrutinizing the transactions
undertaken by the customer throughout the course of the financial institution and
customer account to ensure that the transactions being conducted are consistent
with the financial institution’s knowledge of the customer, its business, nsk profiles
and the source of funds.

10)A PSB shall ensure that documents, data or information collated under the CDD
process are kept up-to-date and relevant by undertaking regular penodic reviews
of existing records, particularly the records in respect of higher-risk business-
accounts or customer categories.

Higher risk customers and activities

A PSB shall perfform enhanced due diligence for higher-nisk customer, business
account or fransaction including:

1) non-resident customers;
2) legal persons or legal arrangements; and
3) Politically Exposed Persons ('PEPs’),

4) Any other business, activities or professionals as may be prescribed by the
regulatory, supervisory or competent authonties

Politically Exposed Person (PEP)

1) Politically Exposed Persons ('PEPs’) are individuals who are or have been
entrusted with prominent public functions in Nigena or in foreign countries, and
people or entities associated with them and include:

a. Heads of State or Government;
b. State Govemors;

C. Local Government Chairmen;
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d. senior politicians;

€. senior government officials;

=h

Judicial or military officials;

senior executives of state-owned corporations;

= e

important political party officials;
i. family members or close associates of PEPs; and
J.  members of royal families.

2) PEPs also include persons who are or have been entrusted with a prominent
function by an intemational organization, including members of senior
management including directors, deputy directors and members of the board or
equivalent functions other than middle ranking or more junior individuals.

3) PSBs are required, in addition to performing COD measures, to put in place
appropriate nsk management systems to determine whether a potential customer
or existing customer or the beneficial owner is a PEP.

4) PSBs are also required fo obtain senior management approval before they
establish business accounts with PEP and to render monthly returns on all
transactions with PEPs to the CBN and NFIU.

5) Where a customer has been accepted or has an ongoing account with a PSB and
the customer or beneficial owner is subsequently found to be or becomes a PEP,
the financial institution shall obtain senior management approval to continue the
business account.

6) A PSB shall take reasonable measures to establish the source of wealth and the
source of funds of customers and beneficial owners identified as PEPs.

7) A PSB in a business account with a PEP shall conduct enhanced and on-going
monitoring of that account and in the event of any transaction that is abnormal, a
PSB shall flag the account and report the transaction immediately to the NFIU as
a suspicious transaction.

f. New technologies and non-face-to-face transactions

(1) A PSB shall identify and assess the money laundering or terrorist financing risks
that may arise in relation to the development of new products and new business
practices (including new delivery mechanisms) and the use of new or developing
technologies for both new and pre-existing products.
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(2) PSBs are to ensure that any nsk assessment to be undertaking is carned out prior
to the launch of the new products, business practices or the use of new or
developing technologies are to be documented and appropriate measures taken to
manage and mitigate such risks.

(3) A PSB shall have policies and procedures in place to address any specific risk
associated with non-face to face business accounts or transactions.

(4) The policies and procedures required to be taken shall be applied automatically
when establishing customer accounts and conducting on-going due diligence and
measures for managing the nisks are to include specific and effective CDD
procedures that apply to non-face to face customers.

g. Money or Value Transfer (MVT) Services

(1) All natural and legal persons performing Money or Value Transfer Service (MVTS
operators’) shall be subject to the provisions of this section of the framework and
other relevant Regulations.

(23 MVTS Operators shall maintain a curmrent list of their agents and quarterly retums
rendered to the CBN.

(3) In addition to the requirement specified in this regulation, MVTS Operators shall
gather and maintain sufficient information about their agents and correspondent
operators or any other operators or institutions they are or likely to do business with.

(4) MVTS Operators shall:

(a) assess their agents’ and comrespondent operators’ AMU/CFT controls and ascertain
that such controls are adequate and effective;

(b) obtain approval from the CBN before establishing new comespondent accounts;
and

(c) document and maintain a checklist of the respective AMU/CFT responsibilities of
each of their agents and comespondent operators.

h. Wire Transfers

(1) For every wire transfer of USD 1,000 or more, the ordenng PSB shall obtain and
maintain the following information relating to the onginator of the wire transfer —

(a) the name of the originator;

(b) the originator's account number (or a unique reference number where no account
number exists); and
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(c) the onginator's address (which address may be substituted with a national identity
number).

(2) Forevery wire transfer of USD 1,000 or more, the ordenng financial institution shall
obtain and verify the identity of the orginator in accordance with the CDD
requirements contained in this section of the framework and other relevant

Regulations.

(3) For cross-border wire transfers of USD 1,000 or more, the ordering financial
institution shall include the full onginator information in sub-regulation (1) of this
regulation in the message or the payment form accompanying the wire transfer.

(4) Where however, several individual cross-border wire transfers of USD 1,000 or
more from a single onginator are bundled in a batch-file for transmission to
beneficianes in ancther country, the ordering financial institution should only
include the originator's account number or unique identifier on each individual
cross-border wire transfer, provided that the batch-file (in which the individual
transfers are batched) contains full onginator information that is fully traceable
within the recipient country.

(5) For every domestic wire transfer, the ordenng financial institution shall -

(@) include the full onginator information in the message or the payment form
accompanying the wire fransfer; or

(b) include only the onginator's aceount number or a unique identifier, within the
message or payment form.

(6) The inclusion of the oniginator's account number or the onginator's unique identifier
alone should be permitted by a PSB only where the orginator's full information can
be made available to the beneficiary financial institution and to the appropriate
authorities within three business days of receiving the request.

(7) Each intermediary and beneficiary financial institution in the payment chain shall
ensure that all of the originator's information that accompanies a wire transfer is
transmitted with the transfer.

(8) Where technical limitations prevent the full onginator information accompanying a
cross-border wire transfer from being transmitted with a related domestic wire
transfer (duning the necessary time to adapt payment systems), a record shall be
kept for five years by the receiving intermediary financial institution of all the
information received from the ordering financial institution.

(9) Beneficiary P5Bs shall adopt effective nsk-based procedures for identifying and
handling wire fransfers that are not accompanied by complete onginator's
information.
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(10)The lack of complete oniginator’s information is considered as a factor in assassing
whether a wire transfer or related fransactions are suspicious.

(11)PSBs are accordingly required to report wire transfers with incomplete originator's
information to the NFIL.

(12)The beneficiary PSB shall restrict or even terminate its business account with the
financial institution that fails to meet the standards specified in this regulation.

(13)Cross-border and domestic transfers between PSBs are not applicable to the
following types of payments:

(a) any transfer that flows from a transaction carmed out using a credit or debit card so
long as the credit or debit card number accompanies all transfers flowing from the
transaction, such as withdrawals from a bank account through an ATM machine,
cash advances from a credit card or payments for goods and services provide that
where credit or debit cards are used as a payment system to effect a money
transfer the necessary information should be included in the message; and

(b) transfers and settlements between PSBs where both the onginator person and the
beneficiary person are PSBs acting on their own behalf.

3.4 LOWER RISK CUSTOMERS, PERIOD OF VERIFICATION AND RELIANCE

ON INTERMEDIARIES

Simplified Due Diligence Applicable to Lower risk customers, transactions
or products

(1) Where there are low nsks, P5Bs shall apply reduced or simplified measures.
(2) There are low risks in circumstances where:
(a) the risk of money laundening or terronst financing is lower,

(b} information on the identity of the customer and the beneficial owner of a customer
is publicly available; or

(c) adequate checks and controls exist elsewhere in the national systems.

(3) In circumstances of low-risk, PSBs shall apply the simplified or reduced CDD
measures when identifying and verifying the identity of their customers and the
beneficial-owners.

(4) The circumstances which the simplified or reduced CDD measures referred to in
sub-section (3) of this section of the framework are applicable include in cases of:

(a) Financial institutions—provided they are subject to the requirements for the
combat of money laundering and terronst financing which are consistent with the

366



(b)

(c)

(d)

()

(6)

(7)

(8)

(1)

(2)

(a)
(b)

(c)

provisions of this section of the framework and the relevant AML/CFT Regulations
and are supervised for compliance with them;

Public companies (listed on a stock exchange or similar situations) that are subject
to regulatory disclosure requirements;

Government ministnes and parastatals; and

Beneficial-owners of pooled-accounts held by Designated MNon-Financial
Businesses and Professions (DNFBPs') provided that they are subject to the
requirements for combating money laundering and terrorist financing consistent
with the provisions of the Money Laundering (Prohibition) Act and designations
made by the Minister of Trade and Investment

PSBs that apply simplified or reduced CDD measures to customers that are
resident abroad shall limit the application of the measures to customers in
countries that have effectively implemented the FATF Recommendations.

PSBs shall not apply the simplify COD measures to a customer where there is
suspicion of money laundering or terrorist financing or specific higher nsk
scenanos and in such a drcumstance, enhanced due diligence is mandatory.

PSBs shall adopt CDD measures on a risk sensitive-basis and have regard to risk
involved in the type of customer, product, transaction or the location of the
customer and where there is doubt, they are directed fo clanfy with the CBN.

Without prejudice to the above functions, P5Bs shall consider the principles of
consumer protection and data confidentiality as spelt out by the Consumer
Protection Department of the CBN and Federal Competition and Consumer
Protection Commission (FCCPC)

Timing of verification

A PSB shall obtain and verify the identity of the customer, beneficial-owner and
occasional customers following the establishment of the business account or
conducting fransactions for them.

PSBs are permitted to complete the venfication of the identity of the customer and
beneficial owner following the establishment of the business account, only where:

this can take place as soon as reasonably practicable;

it is essential not to interrupt the normal business conduct of the customer in cases
of non-face-to-face business and others; or

the money laundering nisks can be effectively managed.
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C.

(3) Where a customer is permitted to utilize the business account prior to venfication,

FSBs shall adopt nsk management procedures relevant fo the conditions under
which this may occur.

(4) The procedures contemplated under sub-section {4) of this section of the framework

include a set of measures such as:

(@) limitation of the number, types or amount of transactions that can be performed,;

and

(b) the monitoring of large or complex transactions being camied out outside the

expected norms for that type of account.
Failure to complete CDD

(1) A PSB that fails to comply with the CDD measures pursuant to these sections of
the framework and other relevant Regulations shall —

(a) not be permmiited to open the account, commence business relations or perform the
transaction; and

(b} be required to render a Suspicious Transaction Report to the NFIU.

(2) The PSB that has commenced the business account shall terminate the business
account and render Suspicious Transaction Report to the NFIU.

(3) Where, a PSB suspects that transactions relate fo money laundering or terronst
financing, dunng the establishment or course of the customer account, or when
conducting occasional transactions, it shall immediately -

(a) obtain and verify the identity of the customer and the beneficial owner, whether
pemmanent or occasional, wmespective of any exemption or any designated
threshold that might otherwise apply; and

(b} render a suspicious transaction report (STR') to the NFIU without delay.

(4) Where a PSB suspects that a transaction relates to money laundering or terrorist
financing and it believes that performing the CDD process shall tip-off the
customer, it shall —

(a) not pursue the CDD process, and
(b} file an STR to the NFIL.

(5) A PSB shall ensure that their employees are aware of, and sensitive to the issues
mentioned under this section of the framework.
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(6) When assessing nisk, the PSB shall consider all the relevant nisk factors before
determining the level of overall nsk and the appropnate level of mitigation to be

applied.

(7) PSBs are allowed to differentiate the extent of measures, depending on the type
and level of nsk for the various nsk factors and in a particular situation they may —

(a) apply the nomrmal CDD for customer acceptance measures;
(b} enhanced CDD for on-going monitoring; or

(c) apply any of the procedures as may be considered approprate in the
circumstance.

d. Existing Customers

(1) A PSB shall apply CDD requirements to existing customers on the basis of
mateniality and risk and continue to conduct due diligence on such existing
accounts at appropriate times.

(2) The appropriate time to conduct CDD by PSBs is when:

(a) a transaction of significant value takes place;

(b} a customer documentation standard change substanfially;

(c) thereis a matenal change in the way that the account is operated; or

(d) the insfitution becomes aware that it lacks sufficient information about an existing
customer.

(3} A PSB shall properly identify the customer in accordance with the cntena contained
in this section of the framework and other relevant Regulations and the customer
identification records shall be made available to the AMU/CFT compliance officer,
other appropriate staff and competent authonfies.

. Reliance on intermediaries and third parties on CDD function
(1) A PSB that relies upon a third party to conduct its COD shall:

i. immediately obtain the necessary information concemning the property which has
been laundered or which constitutes proceads from instrumentalities used in or
intended for use in the commission of money laundering and financing of terronism
or other relevant offences; and

ii. satisfy itself that copies of identification data and other relevant documentation
relating to the CDD requirements shall be made available from the third party upon
request without delay.
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(2) The PSB shall satisfy itself that a third party 1s a regulated and supervised
institution and that it has measures in place to comply with requirements of CDD,
reliance on intermedianes and other third parties on CDD as contained in this
section of the framework and other relevant Regulations.

(3) PSBs relying on intermedianes or other third parties who have no outsourcing,
agency, business accounts, accounts or transactions with it for their clients shall
perform some of the elements of the COD process on the infroduced business.

(4) The cnteria to be met in camying the elements of the CDD process by the PSB
referred to in sub-section (3) of this section of the framework are to -

i. immediately obtain from the third party the necessary information concerning
certain elements of the CDD process;

ii. take adequate steps to satisfy itself that copies of identification data and other
relevant documentation relating to COD requirements shall be made available from
the third party upon request without delay;

lii. satisfy themselves that the third party is regulated and supervised in accordance
with Core Principles of AMU/CFT and has measures in place to comply with the
CDD requirements set out in this section of the framework and other relevant
Regulations; and

iv. ensure that adequate KYC provisions are applied to the third party in order to
obtain account information for competent authorities.

(5) Notwithstanding the conditions specified in this regulation the ultimate
responsibility for customer identificaion and verification shall be with the PSB
relying on the third party.

3.5 MAINTENANCE OF RECORDS, MONITORING, INTERNAL CONTROLS,

PROHIBITIONS AND SANCTIONS

Maintenance of records on transactions

(1) A PSB shall maintain all necessary records of transactions, both domestic and
intemational for at least five years after completion of the transaction or such
longer period may be required by the CBN and NFIU provided that this requirement
shall apply regardless of whether the account or business account is on-going or
has been terminated.

(2) The components of records of transaction to be maintained by PSBs include the —

i. records of customer’s and beneficiary’s names, addresses or other identifying
information nomally recorded by the intermediary;
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ii. nature and date of the transaction;
li. type and amount of currency involved; and
v. type and identifying number of any account involved in the transaction.

(3) PSBs shall maintain records of the identification data, account files and business
correspondence for at least five years after the termination of an account or
business account or such longer period as may be required by the CBN and NFIU.

(4) A PSB shall ensure that all customer-transaction records and information are
available on a timely basis to the CBN and NFIU.

(5) Without prejudice to the above, P5Bs shall consider the pnnciples of consumer
protection and data confidentiality as spelt out by the Consumer Protection
Department of the CBN and Federal Competition and Consumer Protection
Commission (FCCPC)

b. Attention on complex and unusual large transactions

(1) A PSB shall pay special attention to all complex, unusually large transactions or
unusual pattems of transactions that have no visible economic or lawful purpose.

(2) For the purpose of sub-section (1) of this section of the framework, ‘complex or
unusually large transaction or, ‘unusual pattem of transactions’ include significant
transactions relating to an account transaction that exceed certain limits, very high
account turnover inconsistent with the size of the balance or transactions which
fall outside the regular pattern of the account’s activity.

(3) A PSB shall investigate suspicious transactions and report their findings to the
NFIU immediately, in compliance with the provision of section 6(2)(c) of Money
Laundering (Prohibition) Act, 2011 (as amended).

C. Suspicious transaction monitoring
(1) Where a transaction -
i. involves a frequency which is unjustifiable or unreasonable;
ii.  is surmounded by condiions of unusual or unjustified complexity;
li. appears to have no economic justification or lawful objective; or

iv. in the opinion of the PSB involves terrorist financing or is inconsistent with the
known transaction pattem of the account or business account;
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that transaction shall be deemed to be suspicious and the PSB shall seek information
from the customer as to the ongin and destination of the fund, the aim of the
transaction and the identity of the beneficiary.

(2) Where a PSB suspects that the funds mentioned under sub-section (1) of this
section of the framework:

i. are derived from legal or illegal sources but are intended to be used for an act of
terronism;

ii.  are proceads of a cime related to terronst financing; or
ii. belong to a person, entity or organization considered as termonsts,

it shall immediately and without delay report the matter to the NFIU and shall not
be liable for violation of the confidentiality rules and banking secrecy obligations
for any lawful action taken in furtherance of this obligation.

(3) A PSB shall immediately and without delay but not later than within 24 hours in the
case of the circumstances mentioned in sub-section (1) and (2) of this section of
the framework -

i. draw up a wntten report containing all relevant information on the transaction,
together with the identity of the principal and where applicable of the beneficiary
or beneficiaries;

ii. take approprate action to prevent the laundenng of the proceeds of a cnime, an
illegal act or financing of terrorism; and

ii. report to the NFIU any suspicious transaction, stating clearly the reasons for the
suspicion and actions taken.

(¢) The obligation on PSBs provided for in this framework shall apply whether the
transaction is completed or not.

(5) A PSB that fails to comply with the provisions of:

i.  sub-section (1) of this section of the framework is liable to a fine of N1, 000,000 for
each day the offence subsists; or

ii.  sub-section (2) of this section of the framework is liable to sanction as stipulated
under the TPA, 2011 {as amended).

(6) Any person who being a director or employee of a PSB wams or in any other way
intimates the owner of the funds involved in a suspicious fransaction report, or who
refrains from making the report as required, is liable to on conviction o a time of
not less than N10,000,000 or banned indefinitely or for a period of 5 years from
practicing his profession.
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(7) The directors, officers and employees of PSBs who carry out their duties in good
faith shall not be liable to any civil or cnminal liability or have any criminal or cwvil
proceedings brought against them by their customers.

Compliance monitoring and response to suspicious transactions

(1) A PSB shall have a wntten Policy Framework that guides and enables its staff to
monitor, recognize and respond appropnately fo suspicious fransactions in
addition to the list of Money Laundering “Red Flags” provided for in Appendix C
to this section of the framework and other relevant Regulations.

(2) Every PSB shall appropriately designate an officer as the AML/CFT Compliance
Officer to supervise the monitornng and reporting of temronst financing and
suspicious fransactions, among other duties.

(3) PSBs shall be alert to the vanous pattems of conduct that are known to be
suggestive of money laundering, maintain and disseminate a checklist of such
transactions to the relevant staff.

(&) When any staff of a PSB detects any “red flag” or suspicious money laundering
activity, the institution shall promptly institute a "Review Panel” under the
supervision of the AMU/CFT Compliance Officer and every action taken shall be
recorded.

(5) A PSB and its staff shall maintain confidentiality in respect of any investigation
conducted in pursuance of this section of the framework and other relevant
Regulations and any suspicious transaction report that may be filed with the NFIU
consistent with the provision of the Money Laundering (Prohibition) Act, 2011 (as
amended) and shall not say anything that might tip off someone else that he is
under suspicion of money laundering.

(6) A PSB that suspects or has reason to suspect that funds are the proceeds of a
criminal activity or are related fo temonst financing shall promptly report its
suspicions to the NFILL

(7) All suspicious transactions, including attempted transactions are to be reported
regardless of the amount involved.

(5) The requirement to report suspicious transactions applies regardless of whether
they are considered to involve tax matters or other matters.

(9) PSBs, their directors, officers and employees whether permanent or temporary,
are prohibited from disclosing the fact that a report of a fransaction shall be filed
with the competent authorties.
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Internal controls, compliance and audit

(1) A PSB shall establish and maintain intemal procedures, policies and controls to
prevent money laundering and financing of terorism and to communicate these to
their employees.

(2) The procedures, policies and controls established by finandal institution shall
cover operational matters including the CDD, record retention, the detection of
unusual and suspicious fransactions and the reporting obligation.

(3) The AML/CFT compliance officer and appropnate staff are to have timely access
to customer identification data, COD information, transaction records and other
relevant information.

(4) PSBs are accordingly required to develop programs against money laundenng and
terronst financing, such as —

(a)the development of internal policies, procedures and confrols, including
appropriate compliance management arrangement and adequate screening
procedures to ensure high standards when hiring employees;

(b} an on-going employee training programs to ensure that employees are kept
informed of new developments, including information on current ML and FT
techniques, methods and trends;

(c) providing clear explanation of all aspects of AML/CFT laws and obligations, and,
requirements conceming CDD and suspicious transaction reporting; and

(d) adequately resourced and independent audit function to test compliance with the
procedures, policies and controls.

(5) A PSB shall put in place a structure that ensures the operational independence of
the Chief Compliance Officer ("CCO")

Sanctions

1) Any individual, being an official of a PSB, who fails to take reasonable steps to
ensure compliance with the provisions of this section of the framework and other
relevant Regulations shall be sanctioned accordingly based on the extant
administrative sanction regime issued or directed by the Attorney-General of the
Federation.

2) A PSB, its officers or employees shall not benefit from any violation of extant
AMU/CFT laws and Regulation.

3) Crominal cases shall be referred to the Economic and Financial Crimes
Commission (‘EFCC') or other law enforcement agencies for prosecution and the
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offender liable to forfeit any pecuniary benefit obtained as a result of the violation
or breach.

Incidence of false declaration, false disclosure, non-declaration or non-disclosure
of returns to be rendered under this section of the framework and other relevant
Regulations by a P3B or its officers shall be subject to administrative review and
sanctions as stpulated in these or other Regulations and the approprate
administrative or avil penalties applied.

Prohibition of numbered or anonymous accounts, accounts in fictitious
names and shell banks

(1) Motwithstanding the provisions of section 11.3 of the Guidelines for licensing and

regulation of Payment Service Banks in Nigernia and Section 442 of this
Framework, a PSB shall not keep anonymous accounts or accounts in fictitious
names;

{2) A PSB, corporate body or any individual that contravenes the provisions of this

section of the framework and other relevant Regulations is liable to a fine of not
less than N10,000,000 and in addition to:

the prosecution of the principal officers of the corporate body, and

the winding up and prohibition of its re-constitution or incorporation under any form
Or guise.

Other forms of reporting

(1) A P5B shall report in wnfing any single transaction, lodgment or transfer of funds

in excess of N5,000000 and N10,000,000 or their equivalent made by an
individual and corporate body respectively to the NFIU in accordance with section
10(1) of the MLPA, 2011 {as amended).

{2) In compliance with section 2(1) of the MLPA, 201 1{as amended) PSBs shall render

reports in wnting on transfers to or from a foreign country of funds or securities by
a person or body corporate including a Money Service Business of a sum
exceeding US$10,000 or its equivalent to Central Bank of Nigeria (CBN) and the
MFIU within 7 days from the date of the transaction.

{3) In compliance with the Terrorism (Prevention) Act (TPA) 2011 (as amended),

PSBs are also required to, within a penod of not more than 24 hours, forward to
the NFIU, reports of suspicious transactions relating to:

fund derived from illegal or legal sources are intended to be used for any act of
terrorism; or

proceeds of a crime related to terrorism financing; or
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proceeds belonging to a termonst, terronst entity or organization.

(4) A PSB shall not be statutorily liable for violation of confidentiality rules for every
lawful action taken in furtherance of its obligations under this section of the
framework and other relevant Regulations.

(5) Details of a report sent by the PSB to the appropriate authority shall not be
disclosed by the institution or any of its officers to any other person.

Attention for High Risk Countries

(1) A PSE shall give special attention to business accounts and transactions with

persons, including legal persons and other financial institutions, from countries
which do not or insufficiently apply the FATF recommendations.

(2 A PSB shall report transactions that have no apparent economic or visible lawful
purpose to competent authoriies with the background and purpose of such
transacfions as far as possible, examined and wrtten findings made available to
assist competent authonties.

AMLU/CFT employee-education and training programme

(1) A PSB shall design comprehensive employee education and fraining programs, to
make employees fully aware of their obligations and also to equip them with
relevant skills required for the effective discharge of their AMU/CFT tasks.

{2) The timing, coverage and content of the employee fraining program shall be
tailored to meet the needs of the PSB to ensure compliance with the requirements
and provisions of this section of the framework and other relevant Regulations.

(3) A PSB shall provide comprehensive training programs for staff covenng
compliance officers and as part of the orientation program for new staff and those
posted to the front office, operations, account opening, mandate, and
marketing/customer servicelcall center staff, internal control and audit staff and

managers.

{4) A P5SB shall render quarterly retums on their level of compliance on their education
and training programmes to the CBN and NFIU.

(5) An employee fraining program shall be developed under the guidance of the
AMU/CFT Compliance Officer in collaboration with the top Management.

{6) The basic elements of the employee training program of PSBs shall include:
AML regulations and offences;
the nature of money laundenng;
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money laundenng red flags’ and suspicious transactions, including trade-based
money laundering typologies;

reporting requirements;

customer due diligence;

risk-based approach to AMUCFT; and
record keeping and retention policy.

{7y A PSB shall submit their annual AMU/CFT Employee training program for the
following year to the CBN and NFIU not later than the 31st of December of the
current year.

Monitoring of employee conduct

(1) A PSB shall monitor their employees’ accounts for potential signs of money
laundering.

(2)A P3B shall subject employees’ accounts/wallets to the same AMLUCFT
procedures as applicable to other customers’ accountswallets.

(3} The requirement specified in sub-section (2) of this section of the framework shall
be performed under the supervision of the AMU/CFT Chief Compliance Officer and
the account of this officer is in fum to be reviewed by the Chief Internal Auditor or
a person of adequate and similar seniority.

(4) Compliance reports including findings shall be rendered to the CBN and NFIU at
the end of June and December of every year.

(5) The AML/CFT performance review of staff shall be part of employees’ annual
performance appraisals.

Protection of Staff Who Report Violations

(1) A PSB shall make it possible for employees to report any wviolations of the
institution’s AML/CFT compliance program to the AMUCFT Compliance Officer.

(2) A PSB shall direct their employees in wrting to always co-operate fully with the
Regulators and law enforcement agents and to promptly report suspicious
transactions to the NFIU.

(3) Where the violations involve the Chief Compliance Officer, employees shall report
the violations to a designated higher authorty such as the Chief Internal Auditor,
the Managing Director or in confidence to the CBN or to the NFIU.
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(4) A PSB shall inform their employees in wrting to make their reports confidential and

to assure employees of protection from victimization as a result of making any
report.

Additional areas of AML/CFT risks

(1) A PSB shall review, idenfify and record other areas of potential money laundering

nisks not covered by this section of the framework and other relevant Regulations
and report the nsk quarterly to the CBM and NFIU.

{2) A PSBE shall review their AMU/CFT frameworks from time to time with a view to

determining their adequacy and idenfifying other areas of potential risks not
covered by the AMU/CFT Regulations.

Additional procedures and mitigants

After carmying out the review of the AML/CFT framework and identified new areas
of potential money laundering vulnerabilities and nsks, the PSB shall design
additional procedures and mifigants as confingency plan in their AMUCFT
Operational Manuals with indication on how such potential risks shall be
appropriately managed where they crystallize and details of the contingency plan
rendered to the CBM and NFIU on the 31st December every financial year.

Testing for the adequacy of the AML/CFT compliance

(1) A P3B shall make a policy commitment and to subject their AML/CFT Compliance

Program to independent-testing or require their intemal audit function to determine
the adequacy, completeness and effectiveness of the program.

(2) Report of compliance by a PSE shall be rendered to the CBN and NFIU by 31st

(2)

(3)

December every financial year and any identified weaknesses or inadequacies
promptly addressed by the PSB.

Formal Board approval of the AML/CFT compliance

The ultimate responsibility for AML/CFT compliance is placed on the Board or top
Management of every licensed PSB in Nigena.

The board of a PSB shall ensure that a comprehensive operational AMU/CFT
Policy and Procedure is formulated annually by Management and presented to the
Board for consideration and formal approval.

Copies of the approved Policy and Procedure referred to in sub-section (2) of this
section of the framework are to be forwarded to the CBN and NFIU within six
months of the release of this framework.
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(4) Quarterly reports on the AML/CFT-compliance status of a PSB are to be presented

to the board for its information and necessary action.

(5) PSBs shall submit to the Director, Payments System Management Department

3.6

CBN, not later than seven (7) days after the end of each quarter, returns on their
compliance with AMU/CFT provisions.

Culture of compliance

Every PSB shall have a comprehensive AMLU/CFT- compliance programme o
guide its efforts and to ensure the diligent implementation of its programme, to
entrench in the institution a culture of compliance to minimize the risks of being
used to launder the proceeds of cime and also to provide protection against fraud,
reputational and financial nisks.

GUIDANCE ON KNOW YOUR CUSTOMER (KYC)
Three Tiered KYC Requirements.

(1) To further deepen financial inclusion, a three tiered KYC standard shall be

utilized to ensure application of flexible account opening requirements for low-
value and medium value accounts which shall be subject to caps and
resfricions as the amounts of transactions increase where the account
opening requirements shall increase progressively with less restrictions on
operations stated in this regulation.

Tier one for which:

(a) basic customer information required to be provided are:
(i) passport photograph;

(i) name, place and date of birth;

(in)gender, address, telephone number etc_;

(b) information in paragraph (a) of this sub-section may be sent electronically
or submitted onsite in bank's branches or agent's office;

(c) evidence of information provided by a customer or venfication of same is not
required;

(d) the accounts shall be closely monitored by the PSB;

(&) the accounts may be opened at branches of the PSBs by the prospective
customer or through banking agents

(f) no amount is required for opening of accounts;
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(g) such accounts may cover Mobile Banking products, issued in accordance
with the CBN Regulatory Framework for Mobile Payments Service in Nigeria;

(h) deposits may be made by account holder and 3™ parties while withdrawal is
restricted to account holder only;

(i) may be linked to mobile phone accounts;
(]} operation is valid only in Nigeria;
(k) limited ATM transactions are allowed

(I} a maximum single deposit amount is limited to N50,000 and maximum
cumulative balance of N300,000 at any point in time

(m) international funds transfer is prohibited; and
(n) accounts are strictly savings;
(3) Tier two for which—

evidence of basic customer information such as passport photograph,
name, place and date of birth, gender and address is required,;

items in paragraph (a) of this section of the framework may be forwarded
electronically or submitted on-site in banks’ branches or agents’ offices;

customer information obtained shall be against similar information
contained in the official data-bases such as MNational Identity
Management Commission (MIMC), Independent Mational Electoral
Commission (INEC) Voters Register, Federal Road Safety Commission
(FSRC) among others;

accounts may be opened face to face at any branch of a bank by agents
for enterprises used for mass payroll or by the account holder;

evidence of basic customer information is required at this level and
identification, verification and monitoring by PSBs are also required;

accounts may be contracted by phone or at the institution’s website;
accounts may be linked to a mobile phone;

may be used for funds transfers within Nigeria only;

no amount is required for opening of the accounts;

such accounts cover Mobile Banking products (issued in accordance
with the CBN Regulatory Framework for Mobile Payments Services in
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(1)

MNigeria);

maximum single deposit of N200,000 and a maximum cumulative balance
of M500,000 are allowed at any time; and
withdrawal shall be denied where cross-checking of client's
identification information is not completed at the point of account opening.
(&) Tier three for which—
a PSB shall obtain, verify and maintain copies of all the required documents for
opening of accounts in compliance with the KYC requirements contained in this
framework;
no amount is required for opening of the accounts;
maximum single deposit of N5,000,000 and there is no limit on cumulative
balance and
KYC requirements shallapply.
Duty to Obtain Identification Evidence

P5Bs shall not establish a business account until relevant parties to the account
have been identified, verfied, and the nature of the business they intend to conduct
ascertained.

Where an on-going business account is established, any activity that is not
consistent to the business account shall be examined to determine whether or not
there are elements of money laundenng, temonst financing or any suspicion
activities.

iii. The first requirement of knowing your customer for money laundering and terrorist

financing purposes, is for the financial institution to be satisfied that a prospective
customer is who he claims to be.

iv. PSBs shall not engage any financial business or provide advice to a customer or

potential customer unless the PSBs are certain as to who that person actually is.

v. PSBs shall obtain evidence of identification of their customers.

vi. APSB shall identify all relevant parties to the account from the outset in accordance

with general principles of obtaining satisfactory identification evidence set out in
this section of the framework and other relevant Regulations.
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c. Nature and Level of the Business

(1) A PSB shall obtain sufficient information on the nature of the business that their
customer intends fo undertake, including expected or predictable pattem of
transactions.

(2) The information collated at the outset for this purpose should include:
i. purpose for opening the account or establishing the account;
ii.  nature of the activity that is to be undertaken;
iii. expected ongin of the funds to be used dunng the account; and

v. details of occupation, employment or business activities and sources of wealth or
income.

(3) A PSB shall take reasonable steps to keep the information up-fo-date as the
opportunities anse including where an existing customer opens a new account.

(&) Any information obtained dunng any mesting, discussion or other communication
with the customer shall be recorded and kept in the customer's file fo ensure, as
far as practicable, that current customer information is readily accessible fo the
Anti-Money Laundering Compliance Officers ('MLCOs") or relevant regulatory
bodies.

d. Application of commercial judgment

(1)A PSB shall take a risk-based approach to 'Know Your Customer (KYC')
requirements.

(2).PSBs are also required to decide on the number of times to verify the customers’
records during the account, the identification evidence required and when
additional checks are necessary, and its decisions shall be recorded.

(3).For private company or partnership, focus should be on the identification of the
principal owners or controllers whose identities shall also be venfied.

(4).The identification evidence collected at the outset of a business should be viewed
against the inherent risks in the business or service.

e, ldentification

(1) The customer identification process shall subsist throughout the duration of the
business account.
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(2) The process of confirming and updating identity and address, and the extent of
obtaining additional KY'C information collected may differ from one type of PSEB to
another.

(3) The general prnciples for establishing the identity of legal and natural persons and
the guidance on obtaining satisfactory identification evidence set out in this section
of the framework and other relevant Regulations are not exhaustive.

Factors to consider in identification

(1).In determining a customer’s identity under this section of the framework the
following shall be considered-

a) the names used,
b) date of birth and
c) the residential address at which the customer can be located.

d) In the case of a natural person, the date of birth shall be obtained as an
important identifier in support of the name and there shall be no obligation to
verify the date of birth provided by the customer.

e) Where an intemational passport or national identity card is taken as evidence of
identity, the number, date and place or country of issue (as well as expinng date
in the case of international passport) shall be recorded.

Time for verification of identity.

(1) The identity of a customer shall be venfied whenever a business account is to be
established, on account opening or during one-off transaction or when a senes of
linked transactions takes place.

{2) In this section of the framework, "transaction” include the giving of advice and
“advice “under this section of the framework shall not apply where information is
provided about the availability of products or services and when a first interview or
discussion prior to establishing an account takes place.

(3) Where the identification procedures have been completed and the business
account established, as long as contact or activity is maintained and records
conceming that complete and kept, no further evidence of identity shall be
undertaking when another transaction or activity is subsequently undertaken.

Verification of identity

(1) PSBs shall obtain sufficient evidence of the client’s identity to ascertain that the
client is the person he claims to be.
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(2) Where a person is acting on behalf of ancther, the obligation is to obtain sufficient
evidence of identities of the two persons involved.

i. Exceptions
{1) There is no obligation to look beyond the client where —

(a) the client is acting on its own account (rather than for a specific client or group of
clients);

(b) the client is a bank, broker, fund manager or other regulated financial institutions;
and

(c) all the businesses are to be undertaken in the name of a regulated financial
institution.
j- ldentification of directors and other signatories

A PSB shall take appropriate steps to identify directors and all the signatories to an
account.

k. Joint Account holders
Identification evidence shall be obtained for all applicants for a joint account.
l. Verification of identity for high risk business

For higher nsk business undertaken for private companies including those not listed on
the stock exchange, sufficient evidence of identity and address shall be verified in
respect of -

1. the pnncipal underlying beneficial owner(s) of the company with 5% interest and
above; and

i. those with pnncipal control over the company's assets (e.g. pnncipal
controllers/directors).

m.  Duty to keep watch of significant changes in nature of business
A PSB shall -

I. be alert to circumstances that might indicate any significant changes in the nature
of the business or its ownership and make engquines accordingly; and

ii. to observe the additional provisions for High Risk Categories of Customers under
AMLU/CFT Directive in this section of the framework and other relevant Regulations.
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Savings schemes and investments in third parties’ names

Where an investor sets up a savings accounts or a regular savings scheme whereby
the funds are supplied by one person for investment in the name of another (such as
in the case of a spouse or a child), the person who funds the subscnption or makes
deposits into the savings scheme is for all and purpose, the applicant for the business
and such person identification evidence shall be obtained in addition to the part of the
legal owner.

Timing of identification requirements

(1) An acceptable time-span for obtaining satisfactory evidence of identity is
determined by the nature of the business, the geographical location of the parties
and the possibility of obtaining the evidence before commitments are entered into
or actual monies given or received.

(2) Any business conducted before satisfactory evidence of identity has been obtained
shall only be in exceptional cases and under circumstances that can be justified
with regard to the risk and in such a case, financal institution shall —

(a) obtain identification evidence as soon as reasonably practicable after it has contact
with a client with a view fo agreeing with the client to camy out an initial transaction
or reaching an understanding (whether binding or not) with the dient that it may
carry out future transactions; and

(b) where the client does not supply the required information as sfipulated in
paragraph (a) of this section of the framework, the PSB shall discontinue any
activity it is conducting for the client and bring to an end any understanding reached
with the client.

(3) A PSB shall also observe the provision in the Timing of Venfication under the
AMU/CFT Directive of this framework.

(4) A PSB may however start processing the business or application immediately,
provided that it promptly takes appropriate steps to obtain identification evidence ;
and does not transfer or pay any money out to a third party until the identification
requirements have been satisfied.

Consequence of failure to provide satisfactory identification evidence

(1).The failure or refusal by an applicant to provide satisfactory identification evidence
within a reasonable timeframe without adequate explanation may lead to a
suspicion that the depositor or investor is engaged in money laundenng.

(2).A PSB under this situation shall immediately make a Suspicious Transaction
Report to the NFIU based on the information in its possession before the funds
involved are returned to the potential client or oniginal source of the funds.
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(3).A PSB shall have in place wrften and consistent policies closing a account or
unwinding a transaction where satisfactory evidence of identity cannot be
obtained.

(4).P5Bs are also required to respond promptly to inquines made by competent
authorities on the identity of their customers.

ldentification Procedures

(1) A PSB shall ensure that it is dealing with a real person or organization (natural,
corporate or legal) by obtaining sufficient identification evidence.

(2) Where reliance is being placed on a third party to identify or, venfy the identity of
an applicant, the overall responsibility for obtaining satisfactory identification
evidence rests with the account holding financial institution.

(3) In all cases, it is mandatory to obtain satisfactory evidence that a person of that
name lives at the given address and that the applicant is that person or that the
company has identifiable owners and that its representatives can be located at the
address provided.

(4) The identification process should be cumulative as no single form of identification
can be fully guaranteed as genuine or representing correct identity.

(5) The procedures adopted to verify the identity of private individuals (whether or not
identification was done face-to-face or remotely) shall be stated in the customer's
file and the reasonable steps taken to avoid single, multiple fictitious applications
or substitution (impersonation) fraud shall be stated also by the financial institution.

New Business for Existing Customers

(1) Where an existing customer closes one account and opens another or enters into
a new agreement to purchase products or services, it shall not be necessary fo
verify the identity or address for such a customer unless the name or the address
provided it does not tally with the information in the PSB's records, provided that
procedures are put in place to guard against impersonation or fraud.

(2) The opportunity of opening the new account in sub-section (1) of this regulation
shall be utilized to ask the customer to confirm the relevant details and to provide
any missing KYC information. This is particulary important where:

(a) there was an existing business account with the customer and idenfification
evidence had not previously been obtained; or

(b) there had been no recent contact or correspondence with the customer within the
past three months; or

386



(c) a previously dormant account is re-activated.

(3) In the circumstances in sub-section (2) of this section of the framework, details of
the previous account and any identification evidence previously obtained or any
introduction records shall be linked to the new account-records and retained for

the prescnbed period in accordance with the provision of this section of the
framework and other relevant Regulations.

Certification of ldentification Documents

(1) Where there is no face-to-face contact with a customer and documentary evidence
is required, certified true copies by a lawyer, notary public or court of competent
jurisdiction, banker, senior public servant or their equivalent in the private sector
shall be obtained provided that the person undertaking the certification is known
and capable of being contacted, where necessary.

{2) In the case of a foreign national, a copy of international passport, national identity
card or documentary evidence of his address shall be certified by:

i. the embassy, consulate or high commission of the country of issue;
i. a senior official within the account opening institution; or

iii. alawyer or notary public.

(3) Certified true copies of idenfification evidence are to be stamped, dated and
signed “oniginal sighted by me” by a senior officer of the PSB.

(5) A PSB shall always ensure that a good production of the photographic evidence
of identity is obtained provided that where this is not possible, a copy of evidence
certified as providing a good likeness of the applicant is acceptable in the interim.

Recording ldentification Evidence.

(1) Records of the supporting evidence and methods used to venfy identity shall be
retained for a minimum penod of five years after the account is closed or the
business account ended.

(2) Where the supporting evidence could not be copied at the time it was presented,
the reference numbers and other relevant details of the identification evidence
shall be recorded to enable the documents to be obtained later.

(3) Confiration of evidence in sub-section (2) of this section of the framework, shall
be sufficient provided that the onginal documents were seen by certifying either on
the photocopies or on the record that the details were taken down as evidence.
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(&) Where checks are made electronically, a record of the actual information obtained
or where it can be re-obtained shall be retained as part of the identification
evidence.

Additional verification requirements

(1) Where payment is to be made from an account held in a customer's name or jointly
with one or more other persons, at a regulated financial institution, no further
evidence of idenfity shall be necessary.

(2) Additional verification requirements for electronic transactions shall apply to the
following:

(a) products or accounts where funds may be transferred fo other types of products or
accounts which provide cheque or money transfer facilities;

(b) situations where funds may be repaid or transferred to a person other than the
onginal customer; and

(c) investments where the charactenstics of the product or account may change
subsequently to enable payment to be made to third parties.

(3) In respect of direct debits, it shall not be assumed that the account-holding bank
or insfitution may carry out any form of validation of the account name and number
or that the mandate shall be rejected where they do not match.

(4) Where payment for the product is to be made by direct debit or debit card or notes,
and the applicant's account details have not previously been verfied through
sighting of a bank statement or cheque drawn on the account, repayment proceeds
shall only be returned to the account from which the debits were drawn.

Term Deposit Account (‘TDA’).

Term Deposit Accounts (TDA') can be broadly classified as a one-off transaction
provided that a PSB shall note that concession is not available for TDAs opened with
cash where there is no audit trail of the source of funds or where payments to or from
third parties are allowed into the account. The identity verfication requirements waill
therefore differ depending on the nature and terms of the TDA.

Investment Funds

In circumstances where the balance in an investment fund account is transferred from
one funds manager fo another and the value at that time is above $1,000 or its
equivalent and identification evidence has neither been taken nor confirmation
obtained from the original fund manager, such evidence shall be obtained at the time
of the transfer.
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X.

Establishing Identity

Establishing identity under this section of the framework and other relevant Regulations
is divided into three broad categories:

(a) private individual customers;
(b) quasi corporate customers; and
(c) pure corporate customers.
GENERAL INFORMATION

3.7 Private Individuals - General Information

1) The following information shall be established and independe validated for all
q pe
private individuals whose identities need to be venfied —

(a) the full name used; and
(b) the permanent home address, including landmarks and postcode, where available.

(2) The information obtained shall provide satisfaction that a person of that name
exists at the address given and that the applicant is that same person The date of
birth shall be obtained as required by the law enforcement agencies, provided that
the information need not be venfied and the residence or nationality of a customer
is ascertained to assist nsk assessment procedures.

(3) A nsk-based approach shall be adopted when obtaining satisfactory evidence of
identity.
(4) The extent and number of checks may vary depending on the perceived nsk of the

service or business sought and whether the application is made in person or
through a remote medium such as telephone, post or the internet.

(5) The source of funds of how the payment was made, from where and by whom shall
always be recorded to provide an audit trail, provided that for high nsk products,
accounts or customers, additional steps shall be taken to ascertain the source of
wealth or funds.

(6) For low-nsk accounts or simple investment products such as deposit or savings
accounts or automated money transmission facilifies, the PSB shall satisfy itsalf
as to the identity.

Private Individuals Resident in Nigeria.

(1) The following information shall be established and independently validated for all
private individuals whose identities need to be venfied:
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a) The full name used; and
b) The permanent home address, including landmarks and postcode, where available

The confirmation of name and address shall be established by reference to more
than one source.

{2} The checks shall be undertaken by cross-validation that the applicant exists at the
stated address either through the sighting of actual documentary evidence or by
undertaking electronic checks of suitable databases, or by a combination of the
two.

(3} The overnding requirement to ensure that the identification evidence is satisfactory
shall rest with the PSB opening the account or providing the product or service.

Documenting Evidence of Identity.

(1) To guard against forged or counterfeit-documents, care shall be taken to ensure
that documents offered are originals.

(2) Copies that are dated and signed ‘original seen’ by a senior public servant or
equivalent in a reputable private organization may be accepted in the interim,
pending presentation of the original documents.

(3) Suitable documentary evidence for private individuals' resident in Nigerian as
contained in Schedule || to this section of this framework

Physical Checks on Private Individuals Resident in Nigeria

(1) A PSB shall establish the true identity and address of its customer and carmyout
effective checks to protect the institufion against substitution of identities by
applicants.

(2) Additional venfication of a customer’s identity and the fact that the application was
made by the person identified shall be obtained through one or more of the

following procedures:

(a) telephone contact with the applicant prior to opening of the account on an
independently venfied home or business number or a “welcome call” fo the
customer before transactions are permitted, utilizing a minimum of two pieces of
personal identity information that had previously been provided during the setting
up of the account;

(b) intemet sign-on following verification procedures where the customer uses secunty
codes, tokens, or other passwords which had been set up during account opening
and provided by mail or secure delivery, to the named individual at an
independently verfied address; or
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(c) card or account activation procedures.

(3) A PSB shall ensure that additional information on the nature and level of the
business to be conducted and the ongin of the funds to be used within the account
are obtained from the customer.

Electronic Checks.

(1) An applicant's identity, address and other available information may be checked
electronically by accessing other databases or sources, as an altemmative or
supplementary to documentary evidence of identity or address.

(2) A PSB shall use a combination of electronic and documentary checks to confim
different sources of the same information provided by a customer. Physical and
electronic checks of the same statement of account are the different sources.

{3) In respect of electronic checks, confidence as to the reliability of information
supplied shall be established by the cumulative nature of checking across a range

of sources, preferably covenng a period of ime or through qualitative checks that
assess the validity of the information supplied.

(4) The number or quality of checks to be undertaken shall vary depending on the
diversity as well as the breadth and depth of information available from each

SOUrce.

(5) Venfication that the applicant is the data-subject also needs to be conducted within
the checking process.

(6) Suitable electronic sources of information include -

{a) an electronic search of the electoral register not be used as a sole identity and
address check;

{b) access to intemal or external account database; and
{c) an electronic search of public records where available.

(7) Application of the process and procedures in this section of the framework shall
assist PSBs to guard against impersonation, invented-identities and the use of
false addresses provided that where an applicant is a non-face to face person, one
or more additional measures shall be undertaken for re-assurance.
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3.8

3.9

FINANCIAL EXCLUSION FOR THE SOCIALLY OR FINANCIALLY
DISADVANTAGED APPLICANTS

. Refugees or Asylum Seekers.

(1) Where a refugee or asylum seeker requires a basic account without being able to
provide evidence of identity, authentic references from the Ministry of Internal
Affairs or an appropriate government agency shall be used in conjunction with
other readily available evidence.

(2) Additional monitoring procedures shall be undertaken in respect of sub-regulation
(1) of this regulation to ensure that the use of the account is consistent with the
customer’s circumstances.

Students and Minors

(1) When opening accounts for students or other young people, the nomal
identification procedures set out in this section of the framework and other relevant
Regulations shall be followed as far as possible and where such procedures may
not be relevant or do not provide satisfactory identification evidence, verfication
may be obtained through:

(a) the home address of the parent;
(b) confirming the applicant's address from his insfitution of leaming; or
(c) seeking evidence of a tenancy agreement or student accommodation contract

{2} An account for a minor may be opened by a family member or guardian and where
the adult opening the account does not already have an account with the financial
institution, the identification evidence for that adult, or of any other person who will
operate the account shall be obtained in addition fo obtaining the birth cerificate
or passport of the child provided that strict monitoring shall be undertaken since
this type of account may be open to abuse.

UNINCORPORATED AND CORPUORATED ORGANIZATIONS

Unincorporated Business or Partnership

(1) Where the applicant is an un-incorporated business or a partnership whose
prncipal partners or controllers do not already have a business account with the
PSB, identification evidence shall be obtained in respect of the principal
beneficial owners or controllers and any signatory in whom significant control has
been vested by the pnncipal beneficial owners or controllers.

(2) Evidence of the address of a business or parinership shall be obtained and where
a current account is being opened, a visit to the place of business may be made
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b.

to confim the true nature of the business activities and a copy of the latest report
and audited accounts shall be obtained.

(3) The nature of the business or partnership shall be verified to ensure that it has a
legitimate purpose.

(4) Where a formal partnership arangement exists, a mandate from the parinership
authorizing the opening of an account or undertaking of a the transaction shall be
obtained.

Limited Liability Partnership

A limited liability partnership shall be treated as a corporate customer for verfication of
identity and know your customer purposes.

C.

d.

Vi

Pure Corporate Customers

(1) The legal existence of an applicant-company shall be venfied from official
documents or sources to ensure that persons purporting to act on its behalf are
fully authorized.

(2) Where the controlling principals cannot be identified enquines shall be made to
confirm that the legal person is not merely a “brass-plate company™.

General Principles.
(1) The identity of a corporate company comprises:
registration number;
registered corporate name and any trading names used;
registered address and any separate principal trading addresses;
directors;
owners and sharsholders; and
the nature of the company’s business.

(2) The extent of identification measures required to validate the information or the
documentary evidence to be obtained in this regulation depends on the nature of
the business or service that the company requires from the financial institution and
a nisk-based approach shall be taken.

(3) In all cases, information as to the nature of the normal business activities that the
company expects to undertake with the financial institution shall be obtained.

(4) Before a business account is established, measures shall be taken by way of
company search at the Corporate Affairs Commission (CAC) and other commercial
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enquines undertaken to check that the applicant-company's legal existence has
not been or is not in the process of being dissolved, struck off, wound up or
terminated.

Public Registered Companies

(1) Corporate customers that are listed on the stock exchange are considerad to be
publicly- owned and generally accountable. Consequently, there is no need to
verify the idenfity of the individual shareholders.

(2) Identify the directors of a quoted company may not be identified.

(3) PSBs shall make appropriate arrangements to ensure that an officer or employes,
past or present, is not using the name of the company or its account with the
financial institution for a cnminal purpose.

(4) The Board Resolution or other authority for a representative to act on behalf of the
company in its dealings with the financial institution shall be and phone calls may
be made to the Chief Executive Officer of such a company to intimate him of the
application to open the account in the financial institution.

(5) Further steps shall not be taken to verfy identity more than the usual commercial
checks where the applicant company is listed on the stock exchange or there is
independent evidence to show that it is a wholly owned subsidiary or a subsidiary
under the control of such a company.

(6) Due diligence shall be conducted where the account or service required falls within
the category of higher nsk business.

Private Companies.

Where the applicant is an unquoted company and none of the principal directors
or shareholders already have an account with the financial institution, to verify
the business, the following documents shall be obtained from an official or a
recognized independent source —

(a) a copy of the certificate of incorporation or registration, evidence of the company’s
registered address and the list of shareholders and directors;

(b) a search at the Corporate Affairs Commission (CAC) or an enquiry via a business
information service to obtain the information on the company;

(c) an undertaking from a fimm of lawyers or accountants confirming the documents
submitted to the CAC;

(d) a PSB shall pay attention shall be paid to the place or origin of the documents and
background against which they were produced; and
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(e) where comparable documents cannot be obtained, verfication of principal
beneficial owners or controllers shall be undertaken.

q. Higher Risk Business Applicant

Where a higher-nisk business applicant is seeking to enter into a account where third
party funding and fransactions are permitied, the following evidence shall be obtained
either in documentary or electronic form —

i. for established companies that are incorporated for 18 months or more, a set of
the latest report and audited accounts shall be produced;

ii. asearch report at the CAC or an enquiry via a business information service or an
undertaking from a fitn of lawyers or accountants confirming the documents
submitted to the CAC;

ii.  a certified copy of the resolution of the Board of Directors to open an account and
confer authonty on those who will operate it; and

v. the Memorandum and Articles of Association of the company.
h. Higher Risk Business Relating to Private Companies

(1) Where a private company is undertaking a higher nsk business, in addition to
verifying the legal existence of the business, the pnncipal requirement is to look
behind the corporate entity to identify those who have ultimate control over the
business and the company’s assets.

(2)What constitutes significant shareholding or control for the purpose of this
regulation depends on the nature of the company and identification evidence shall
be obtained for shareholders with interests of 5% or more.

(3) Identification evidence shall be obtained for the pnncipal-beneficial owner of the
company and any other person with principal control over the company’s assets.

(4) Where the principal owner is another corporate entity or trust, the objective is fo
undertake measures that look behind that company or vehicle and venfy the
identity of the beneficial-owner or settlers and where P5Bs become aware that the
principal-beneficial owners or controllers have changed, they are required to verify
the identities of the new owners.

(5) P5Bs are required to also identify directors who are not pnincipal controllers and
signatories to a account for risk based approach purpose.

(6) PSBs shall visit the place of business to confirm the existence of such business
premises and the nature of the business conducted.
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(7) Where suspicions are aroused by a change in the nature of the business
transacted or the profile of payments through a bank or investment account, further
checks shall be made to ascertain the reason for the changes.

(6) In full banking accounts, perodic enquines shall be made to establish changes to
controllers, shareholders or the original nature of the business or activity.

(9) Particular care shall be taken to ensure that full identification and “Know Your
Customer” requirements are met if the company is an Intemational Business
Company (IBC) registered in an offshore jurisdiction and operating out of a
different jurisdiction.

Designated Non-Financial Businesses and Professions (DNFBPs)

(1) As part of KYC documentation for designated non-financial businesses and
professions, the certificate of registration with the Federal Ministry of Trade and
Investment Special Control Unit Against Money Laundering, shall be obtained
including identities of at least two of the directors.

(2) Where applications made on behalf of clubs or societies, a PSB shall take
reasonable steps to satisfy itself as to the legiimate purpose of the organization
by sighting its constitution and the identity of at least two of the principal contact
persons or signatories shall be verified in line with the requirements for private
individuals and when signatories change, PSBs shall venfy the identity of at least
two of the new signatories.

(3) Where the purpose of the club or society is to purchase the shares of regulated
investment company or where all the members are regarded as individual clients,
all the members in such cases shall be identified in line with the requirements for
personal customers on a case-by-case basis.

Registered Charity Organizations

(1) A PSB shall adhere to the identification procedures requirements for opening of
accounts on behalf of chanty organizations; and the confirmation of the authority
to act in the name of the organization.

(2) The opening of accounts on behalf of charity organizations in Migeria are required
to be operated by a minimum of two signatones, duly venfied and documentation
evidence shall be obtained.

(3) When dealing with an application from a registered chanty organization, the
financial institution is required to obtain and confirm the name and address of the
organization concemed.

(&) Where the person making the application or undertaking the transaction is not the
official cormespondent or the recorded altemate, a PSB is required to send a lefter
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to the official correspondent, informing him of the charity organizations’ application
before it and the official comespondent shall is required to respond as a matter of
urgency where there is any reason to suggest that the application has been made
without authonty.

(5) An application on behalf of un-registered chanty organization shall be made in
accordance with the procedures for clubs and societies as set out in this section
of the framework and other relevant Regulations.

(6) Where a chanty organization is opening a cument account, the identity of all
signatonies shall be verfied and where the signatones change, identities of the new
signatones shall be venfied.

k. Religious Organizations (ROs)

A Religious Organization shall have a CAC registered number and its identity may be
verified by reference to the CAC, appropriate headquarters or regional area of the
denomination, and the identity of at least two signatones to its account shall be venfied.

310 INTRODUCTIONS, APPLICATIONS AND FOREIGN INTERMEDIARIES
a. Introductions from Authorized Financial Intermediaries

(1) Where an intermediary introduces a customer and then withdraws from the
ensuing account altogether, then the underlying customer has become the
applicant for the business shall be identified in line with the requirements for
personal, corporate or business customers as appropnate and an introduction
letter shall be issued by the introducing financial institution or person in respect of
each applicant for business.

(2) To ensure that product-providers mest their obligations, that satisfactory
identification evidence shall be obtained and retained for the necessary statutory
penod, each introduction letter shall either be accompanied by certified copies of
the identification evidence that has been obtained in line with the usual practice of
certification of identification documents or by sufficient details and reference
numbers that will permit the actual evidence obtained fo be re-obtained at a later
stage.

b. Corporate Group Introductions

(1) Where a customer is introduced by one part of a financial sector group to anocther,
it is not necessary for identity to be re-verified or for the records to be duplicated
except —

(a) the identity of the customer has been venfied by the introducing parent company,
branch, subsidiary or associate in line with the money laundenng requirements of
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equivalent standards and taking account of any specific requirements such as
separate address verification;

(b) no exemptions or concessions have been applied in the onginal venfication
procedures that would not be available to the new account;

(c) a group introduction letter is obtained and placed with the customer’s account
opening records; and

{d} in respect of group introducers from outside Migeria, arrangements shall be put in
place to ensure that identity is verified in accordance with requirements and that
the underlying records of identity in respect of introduced customers are retained
for the necessary period.

(2) Where A P5B has day-to-day access to all the Group’s “Know Your Customer”
information and records, there is no need to identify an introduced customer or
obtain a group introduction letter where the identity of that customer has been
verified previously.

(3) Where the identity of the customer has not previously been verified, then any
missing identification evidence will need to be obtained and a nsk-based approach
taken on the extent of KYC information that is available on whether or not additional
information shall be obtained.

(4} A PSB shall ensure that there is no secrecy or data protection legislation that would
restrict free access to the records on request or by law enforcement agencies
under court order or relevant mutual assistance procedures but where such
restrctions apply, copies of the underying records of identity shall, wherever
possible, be sought and retained.

(5) Where identification records are held outside Nigena, it shall be the responsibility
of the financial institution to ensure that the records available, meet the
requirements in this section of the framework and other relevant Regulations.

Business Conducted by Agents

(1) Where an applicant is dealing in its own name as agent for its own client, a PSB
shall, in addition to venfying the agent, establish the identity of the underlying
client.

(2) A PSB can regard evidence as sufficient where it has established that the client —

{a)is bound by and has observed this section of the framework and other relevant
Regulations or the provisions of the Money Laundering (Prohibition) Act, 2011 (as
amended); and
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(b} is acting on behalf of ancther person and has given a wntten assurance that he
has obtained and recorded evidence of the idenftity of the person on whose behalf
he is acting.

(3) Consequently, where anocther financial institution deals with its own client
regardless of whether or not the underlying dient is disclosed to the finanaal
institution then:

(a) where the agent is a financial institution there is no requirement to establish the
identity of the underlying clients or to obtain any form of wrtten confiration from
the agent conceming the due diligence undertaken on its underlying clients;

(b) where a regulated agent from outside Migena deals through a customer omnibus
account or for a named customer through a designated account, the agent shall
provide a written assurance that the identity of all the underying clients has been
verified in accordance with their local requirements; and

(c) Where such an assurance cannot be obtained, then the business shall not be
undertaken.

(4) Where an agent is either unregulated or is not covered by the relevant money
laundenng legislation, then each case shall be treated on its own merits. The
knowledge of the agent shall inform the type of the due diligence standards to
apply. Risk-based approach shall also be observed by the financial institution.

Acquisition of one financial institution and business by another

(1) Where a PSB acquires the business and accounts of another PSBffinancial
institution, it is not necessary for the identity of all the existing customers to be re-
identified, provided that all the underlying customers’ records are acquired with the
business, but it shall camy out due diligence enquiries to confirm that the acquired
institution had conformed with the requirements in this section of the framework
and other relevant Regulations.

(2) Venfication of identity shall be undertaken for all the transferred customers who
were not verfied by the transferor in line with the requirements for existing
customers that open new accounts, where the:

(a) money laundening procedures previously undertaken have not been in accordance
with the requirements of this section of the framework and other relevant

Regulations;
(b) procedures shall be checked; or

(c) customer-records are not available to the acquiring financial institution.
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311 LINKED TRANSACTIONS, FOREIGN ACCOUNTS AND INVESTMENT
a. Sanctions for non-compliance with KYC

Failure to comply with the provisions contained in this section of the framework will
attract appropnate sanction in accordance with the provisions of the Principal Act,
existing laws and as provided for under the offences and penalties of this section
of the framework and other relevant Regulations.

b. Interpretation
In this section of the framework and other relevant Regulations —

‘Applicant for Business’ means a person or company seeking to establish a
‘business account’ or an occasional customer undertaking a ‘one-
off transaction whose identity must be verfied;

‘Batch transfer’ means a transfer comprising a number of individual wire transfers
that are being sent to the same financial institutions, but may/may not
be ultimately intended for different persons;

‘Beneficial owner'  includes a natural person who ultimately owns or controls a
customer or a person on whose behalf a fransaction is being conducted
and the persons who exercise ultimate control over a legal person or
amrangement;

‘Beneficiary’ includes a natural person who receives chantable, humanitanan or
other types of assistance through the services of a Non-Profit
Organization (NPO), all trusts other than chantable or statutory
pemmitted non-charitable trusts which may include the settlor, and a
maximum time, known as the perpetuity penod, normally of 100 years;

‘Business Account’ means any amangement between the PSB and the applicant
for business whose purpose is to facilitate the camying out of
fransactions between the parties on a ‘frequent, habitual or regular’
basis and where the monetary value of dealings in the course of the
amangement is not known or capable of being ascertained at the
outsat;

‘Cross-border transfer means any wire transfer where the orginator and
beneficiary institutions are located in different junsdictions. This term
also refers to any chain of wire transfers that has at least one cross-
border element;

‘Designated categories of offences’ include:

i. participation in an organized cnminal group and racketeering;
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terrorism, including terrorist financing;

trafficking in human beings and migrant smuggling;

sexual exploitation, including sexual exploitation of children;
illicit trafficking in narcotic drugs and psychotropic substances;
illicit arms trafficking;

illicit trafficking in stolen and other goods;

corruption and bribery;

fraud;
counterfeiting cumrency;

counterfeiting and piracy of products;
environmental crime;

murder, grievous bodily injury;

kidnapping, illegal restraint and hostage-taking;
robbery or theft;

smuggling (including in relation to customs and excise duties and taxes;

tax cimes (related to direct taxes and indirect taxes);
extortion;

forgery;

piracy;

insider trading and market manipulation; and

all other predicate offences as contained in Section 15 of Money Laundering

(Prohibition) Act, 2011 (as amended).

‘Designated non-financial businesses and professions includes:

casinos which also includes intermnet casinos;

real estate agents;

dealers in precious metals;

dealers in precious stones;
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lawyers, notaries, other independent legal professionals — this refers to sole
practitioners, partners or employed professionals within professional firms. It is not
meant to refer to “internal” professionals that are employees of other types of
businesses, nor to professionals working for govemment agencies, who may already
be subject to measures that would combat money laundering;

‘Domestic transfer means any wire transfer where the onginator and beneficiary
institufions are both located in Nigena. This term therefore
refers to any chain of wire transfers that takes place entirely
within Nigena's borders, even though the system used fo
affect the wire transfer may be located in another junisdiction.

‘False declaration or disclosure’ means failing to declare or, to misrepresent the value
of currency or bearer negotiable instruments being
fransported, or a misrepresentation of other relevant data
requested for by the authorties;

‘FATF Recommendations’ means the revised FATF Recommendations issued by the
Financial Action Task Force.

‘Financing of terrorism’ means financial support in any form, of terrorism or of those
who encourage, plan or engage in the act of terrorism;

‘Funds’  include assets of every kind, fangible or infangible, movable or immovable
however acquired, legal documents or instruments in any form, electronic or
digital evidencing title or interest in such assets, bank credits, travelers cheques,
bank cheques, money orders, shares, secunities, bonds, drafts and letters of
credit;

‘Funds transfer’ means any transaction camed out on behalf of an originator person
{both natural and legal) through a PSB by electronic means with a
view fo making an amount of money available to a beneficiary person
at another financial institution and the onginator and the beneficiary
may be the same person;

‘Legal arrangement’ means  express trusts or other similar legal arrangements;

‘Legal persons’ mean bodies corporate, foundations, parinerships, or associations, or
any similar bodies that can establish a permanent customer account
with a PSB or otherwise own property;

‘Money or value transfer senices (MVTS) include financial services that involve the
acceptance of cash, cheques, other monetary instruments or other
stores of value and the payment of a corresponding sum in cash or
other form to a beneficiary by means of a communication, message,
transfer or through a clearing network to which the MVTS provider
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belongs and transactions performed by such services can involve
one or more intermediaries and a final payment to a third party, and
may include any new payment methods. Sometimes these services
have fies to paricular geographic regions and are described using a
vanety of specific terms, including hawala, hundi, and fei-chen;

‘Non-profitinon-govemmental Organizations mean a legal entity or organization that
primarly engages in raising or disbursing funds for
purposes such as chantable, religious, cultural,
educational, social or fraternal purposes, or for the
carrying out of other types of good works;

‘Onginator’  means where there is no account, the person natural or legal that places
the order with the financial institution to perform the wire transfer;

‘A one-off transaction” means any transaction carned out other than in the course of an
established business account.

It is important to determine whether an applicant for business is
undertaking a one-off transaction or whether the transaction is or will be
a part of a business account as this can affect the identification
requirements.

‘Payable through account’ means comespondent accounts that are used directly
by third parties to transact business on their own behalf;

‘Proceeds’ mean any property denved from or obtained, directly or indirectly,
through the commission of an offence;

‘Risk’ All references to risk in this section of the framework and other relevant
Regulations means the risk of money laundering and/or terronst financing;

“Shell bank’'means a bank that has no physical presence in the country in which it is
incorporated and licensed, and which is unaffiliated with a regulated
financial services group that is subject to effective consolidated supervision;

‘Physical presence’ means meaningful mind and management located within a country
and the existence simply of a local agent or low level staff does not
constitute physical presence;

Terrorist’  means any natural person who:

(i) commits or attempts to commit, terronst acts by any means, directly or indirectly,
unlawfully and willfully,

(i) participates as an accomplice in terrorist acts,
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(ii) organises or directs others to commit terronist acts, or

(v)

contributes to the commission of terronst acts by a group of persons acting with
a common purpose where the contribution is made intentionally and with the
aim of furthenng the terronst act or with the knowledge of the intention of the
group to commit a terronst act.

Temonst act' includes:

(a)

(b)

an act which consfitutes an offence within the scope of, and as defined in one of the
following treaties —

(i)
(1)

(i)

(iv)
(v)
(vi)

(vii)

Convention for the Suppression of Unlawful Seizure of Aircraft (1970),

Convention for the Suppression of Unlawful Acts against the Safety of Ciwil
Awiation (1971),

Convention on the Prevention and Punishment of Cnmes against Intemationally
Protected Persons, including Diplomatic Agents {1973),

International Convention against the Taking of Hostages (1979),
Convention on the Physical Protection of Nuclear Material (1980},

Protocol for the Suppression of Unlawful Acts of Viclence at Airports Serving
International Civil Aviation, supplementary to the Convention for the Suppression
of Unlawful Acts against the Safety of Civil Aviation (1988),

Convention for the Suppression of Unlawful Acts against the Safety of Mantime
Mavigation (1988),

(viii) Protocol for the Suppression of Unlawful Acts against the Safety of Fixed

(ix)

Platforms located on the Continental Shelf (1988), and

the Intemational Convention for the Suppression of Temonst Bombings (1997);
and

any other act intended to cause death or senous bodily injury to a civilian, or fo any
other person not taking an active part in the hostilities in a situation of armed conflict,
when the purpose of such act, by its nature or context, is to intimidate a population
or to compel a Government or an international organization to do or to abstain from
doing any act;

‘Temonst financing (FT) offence’ includes both the primary and ancillary offences;

‘Temonst organization’ includes any group of terronsts that —
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(a) commits, or attempts to commit, terronst acts by any means, directly or indirectly,
unlawfully and willfully,

(b) participates as an accomplice in terrorist acts,
(c) organizes or directs others to commit terronst acts, or

(d) contributes to the commission of terrorist acts by a group of persons acting with a
common purpose where the contribution is made intentionally and with the aim of
furthenng the terronst act or with the knowledge of the intention of the group to commit
a terrorist act;

Termonst property’  includes a property which —

(@)  has been, is being or is likely to be used for any act of terrorism;

(b)  has been, is being or is likely to be used by a proscnbed organization;

(c) s the proceeds of an act of termmonsm; and

(d) s provided or collected for the pursuit of or in connection with an act of terronsm;

“Those who finance terrorism’ include any person, group, undertaking or other entity that
provides or collects, by any means, directly or indirectly, funds or other
assets that may be used, in full or in part, to facilitate the commission of
termonst acts, or to any persons or entities acting on behalf of, or at the
direction of such persons, groups, undertakings or other entities and those
who provide or

collect funds or other assets with the intention that they should be used or
in the knowledge that they are to be used, in full or in part, in order to carry
out terronst acts;

‘Unigue identifier’ means any unique combination of letters, numbers or symbols that
refer to a specific originator.

‘Wire transfer’ means any transaction camed out on behalf of an originator both
natural and legal person through a PSB by electronic means with a
view to making an amount of money available to a beneficiary person at
another financial institution; where the onginator and the beneficiary
may be the same person.

312 INFORMATION TO ESTABLISH IDENTITY
a. Natural Persons

(1).  For natural persons, the following information shall be obtained, where applicable:
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{a) legal name and any other names used (such as maiden name);

(b)  comect permanent address (full address shall be obtained and the use of a post office
box number only, is not sufficient);

(c) telephone number, fax number, and e-mail address;
(d) date and place of birth;

(e) nationality;

(f) occupation, public position held and name of employer;

(@) an official personal identification number or other unique identifier contained in an
unexpired official document such as passport, identification card, residence permit,
social secunty records or dnivers’ licence that bears a photograph of the customer;

(h)  fype of account and nature of the banking account; and

i) signature.
{2) The PSB shall venfy the information referred to in paragraph 1 of this Schedule by at
least one of the following methods:

a confirming the date of birth from an official document (such as birth cerificate,
g
passport, identity card, social secunty records);

(b)  confirming the permanent address (such as utility bill, tax assessment, bank statement,
a letter from a public authorty);

{c) contacting the customer by telephone, by letter or by e-mail to confirm the information
supplied after an account has been opened (such as a disconnected phone, retumed
mail, or incomect e-mail address shall warrant further investigation));

d)  confirming the validity of the official documentation provided through certification by an
authonzed person such as embassy official, notary public.

The examples quoted above are not the only possibilities. There may be other
documents of an equivalent nature which may be produced as satisfactory
evidence of customers’ identity.

3)  PSBs shall apply equally effective customer identification procedures for non-face-to-
face customers as for those available for interview.

(4) A PSB shall be able to make an initial assessment of a customer's risk profile from the
information provided and particular attention shall to be focused on those customers
identified as having a higher nisk profile and any additional inquines made or information
obtained in respect of those customers shall include —
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(a)

(c)
(d)
(e)
()

(1

Vil

Wil

(2)

evidence of an individual's permanent address sought through a credit reference
agency search, or through independent verfication by home visits;

personal reference (L.e. by an existing customer of the same institution);
prior bank reference and contact with the bank regarding the customer;
source of wealth; and

verification of employment, public position held (where appropriate).

The customer acceptance policy shall not be so restrictive to amount to a denial of
access by the general public to banking services, especially for people who are
financially or socially disadvantaged.

Institutions.

The term “Institution” includes any entity that is not a natural person and in considering
the customer identification guidance for the different types of institutions, particular
attention shall be given to the different levels of rsk involved.

Corporate Entities

For corporate entities such as corporations and partnerships, the following information
shall be obtained:

name of the institution;

principal place of the institution’s business operations;
mailing address of the insfitution;

contact telephone and fax numbers;

some form of official identification number, if available such as tax idenfification
number:

the original or cerified copy of the certificate of incorporation and memorandum and
articles of association;

the resclution of the board of directors to open an account and identification of those
who have authonty to operate the account; and

nature and purpose of business and its legitimacy.

The PSB shall venfy the information referred to in paragraph 7(1) of this Schedule by
at least one of the following methods —
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(a)

(c)

(d)

(2)

(3)

(4)

()

for established corporate entities - reviewing a copy of the latest report and audited
accounts, if available

conducting an enguiry by a business information service, or an undertaking from a
reputable and known firm of lawyers confiming the documents submitted ;

undertaking 2 company search and/or other commercial enquines fo see that the
institution has not been, or is not in the process of being dissolved, struck off, wound
up or terminated,

utilizing an independent information verfication process, such as accessing public and
private databases;

obtaining prior bank references;
visiting the corporate entity; and
contacting the corporate entity by telephone, mail or e-mail.

The Financial Institution shall also take reasonable steps to venfy the identity and
reputation of any agent that opens an account on behalf of a corporate customer, if
that agent is not an officer of the corporate customer.

Corporation or Partnership

For Corporations/Partnerships, the pnncpal guidance is to look behind the
institution to identify those who have control over the business and the company's or
partnership's assets, including those who have ultimate control.

For corporations, particular attenfion shall be paid to shareholders, signatones or
others who inject a significant proportion of the capital or financial support or exercise
control and where the owner is another corporate entity or trust, the objective is to
undertake reasonable measures to look behind that company to verify the identity of
the principals.

What constitutes control for this purpose shall depend on the nature of a company
and may rest in those who are mandated to manage the funds, accounts or
investments without requinng further authonzation, and who would be in a position to
overnde internal procedures and control mechanisms.

For partnerships, each partner shall be identified, and it shall identify immediate family
members that have ownership control.

Where a company is listed on a recognized stock exchange or is a subsidiary of a
listed company, the company itself may be considered to be the principal fo be
identified and where a listed company is effectively controlled by an individual, group
of individuals, another corporate entity or trust, those in control of the company are
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(1

(a)
(b)
(©)
(d)
(e)

®

(2)

(a)

(b)
(c)
f.

Q.
(1)

considered to be principals and shall be identified accordingly.
Other Types of Institution

The following information shall be obtained in addition to that required to verify the
identity of the pnncipals in respect of Refirement Benefit Programmes,
Mutuals/Frnendly Societies, Cooperatives and Provident Societies, Charties, Clubs
and Associations, Trusts and Foundations and Professional Intermedianes —

name of account;

mailing address;

contact telephone and fax numbers;

some form of official identification number, such as tax identification number;

description of the purpose/activities of the account holder as stated in a formal
constitution; and

copy of documentation confirming the legal existence of the account holder such as
reqister of charities.

The PSB shall verify the information referred to in paragraph 9( 1) of this Schedule by at
least one of the following —

obtaining an independent undertaking from a reputable and known firm of lawyers

confirming the documents submitted;

obtaining prior bank references; and

accessing public and private databases or official sources.
Mutual/Friendly, Cooperative and Provident Societies

Where these entities are an applicant for an account, the principals to be identified shall
be considered to be those persons exercising control or significant influence over the
organisation’s assets. This often includes board members, executives and account
signatores.

Charities, Clubs and Associations

In the case of accounts to be opened for charities, clubs, and societies, the financial
institution shall take reasonable steps to identify and verify at least two signatones along
with the institution itself. The prncipals who shall be identified shall be considered to be
those persons exercising control or significant influence over the organization's assets.
This includes members of the goveming body or committee, the President, board
members, the treasurer, and all signatones.
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(2)

h.
M

In all cases, independent verification shall be obtained that the persons involved are true

representatives of the institution. Independent confirmation shall also be obtained of the
purpose of the institution.

Professional Intermediaries

Where a professional intermediary opens a client account on behalf of a single client
that client shall be identified and Professional intermedianes shall open “pooled”
accounts on behalf of a number of entities; and where funds held by the intermediary
are not co-mingled but where there are “sub-accounts”™ which shall be aftnbutable fo
each beneficial owner, all beneficial owners of the account held by the intermediary
shall be identified.

(2) Where the funds are co-mingled, the PSB shall look through to the beneficial-owners but

(3)

(@)

(b)

(c)
(d)
(f)

(3

(4)

there may be circumstances that the Financial Institution may not look beyond the
intermediary such as when the intermediary is subject to the same due diligence
standards in respect of its client base as the financial institution).

Where such circumstances apply and an account is opened for an open or closed ended
investment company (unit trust or limited parnership) also subject to the same due
diligence standards in respect of its client base as the financial institution, the following
shall be considered as principals and the Financial Institution shall take steps to identify
them:

the fund itself ;

its directors or any controlling board, where it is a company ;

its trustee, where it is a unit trust ;
its managing (general) partner, where it is a imited parinership ;
account signatories ; and

any other person who has control over the account such as fund administrator or
manager.

Where other investment vehicles are involved, the same steps shall be taken as in
above where it is appropnate to do so and in addition, all reasonable steps shall be
taken to verify the identity of the beneficial owners of the funds and of those who have
control over the funds.

Intermediaries shall be treated as individual customers of the financial institution and
the standing of the intermediary shall be separately venfied by obtaining the
appropriate information itemized above.
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(a)

0

0)
(i)
(iv)

(v)

(@)

(i)
(iv)
(v)

(vi)
(vii)

MOMEY LAUNDERING AND TERRORIST FINANCING “RED FLAGS™
Suspicious Transactions “Red Flags”

Potential Transactions which may be referred to as 'Red Flags’ shall be categonzed
as follows -

potential Transacfions perceived or identified as being suspicious which among others
shall include -

transactions involving high-nsk counfries vulnerable to money laundering, subject to
this being confirmed;

transactions involving shell companies;
transactions with comespondents that have been identified as higher nisk;

large transaction activities involving monetary instruments such as traveller's cheques,
bank drafts, money order, particularly those that are senally numbered; and

transaction activities involving amounts that are just below the stipulated reporting
threshold or enquiries that appear to test an institution's own intemal monitoring
threshold or contrals.

money laundering using cash transactions which among others shall include:

significant increases in cash deposits of an individual or corporate entity without
apparent cause, particularly where such deposits are subsequently transferred within
a short penod out of the account to a destination not nommally associated with the
customer;

unusually large cash deposits made by an individual or a corporate entity whose nomal
business is transacted by cheques and other non-cash instruments;

frequent exchange of cash into other currencies;

customers who deposit cash through many deposit slips such that the amount of each
deposit is relatively small but the overall total is quite significant;

customers whose deposits contain forged currency notes or instruments;
customers who regularly deposit cash to cover applications for bank drafts;

customers making large and frequent cash deposits with cheques always drawn in
favour of persons not usually associated with their type of business;
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(viii)

(ix)

(x)

(b)

(1)

(1)

{1}

(iv)

(v)

(vi)

(i)

(vii)

customers who request to exchange large quantities of low denomination banknotes
for those of higher denominations;

branches of banks that tend to have far more cash transactions than usual, even after
allowing for seasonal factors; and

customers transferring large sums of money to or from overseas locations with
instructions for payment in cash.

money laundering using deposit accounts, especially where they are inconsistent with
a customer’s legifimate business, which among others shall include -

minimal, vague or fictitious information provided by a customer that the money
deposited in the bank is not in a position to be verified;

lack of reference or identification in support of an account opening application by a
person who is unable or unwilling to provide the required documentation;

a prospective customer who does not have a local residential or business address
and there is no apparent legitimate reason for opening a bank account;

customers maintaining mulbple accounts in a bank or in different banks for no
apparent legitimate reason or business rationale whether the accounts are in the
same names or have different signatones.

customers depositing or withdrawing large amounts of cash with no apparent
business source or in a manner inconsistent with the nature and volume of the
business;

accounts with large volumes of activity but low balances or frequently overdrawn
positions;
customers making large deposits and maintaining large balances with no apparent
rationale;

customers who make numerous deposits into accounts and soon thereafter request
for electronic transfers or cash movement from those accounts to other accounts,
locally or intemationally, leaving only small balances which typically are transactions
that are not consistent with the customers’ legitimate business needs;

Sudden and unexpected increase in account activity or balance ansing from deposit
of cash and non-cash items which typically are accounts openad with small amounts
but subsequently increase rapidly and significantly;

accounts used as temporary repositories for funds that are subsequently transfemmed
outside the bank to foreign accounts which accounts often have low activity;
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(1)

(o)

(i)

(av)

(xv)

(xvi)

(xvii)

customer requests for early redemption of certificates of deposit or other investment
soon after the purchase, with the customer being willing to suffer loss of interest or
incur penalties for premature realization of investment;

customer requests for disbursement of the proceeds of certificates of deposit or other
investments by multiple cheques, each below the stipulated reporting threshold;

retail businesses which deposit many cheques into their accounts but with little or no
withdrawals to meet daily business needs;

frequent deposits of large amounts of currency, wrapped in currency straps that have
been stamped by other banks;

substantial cash deposits by professional customers into client, trust or escrow
accounts;

customers who appear to have accounts with several institutions within the same
locality, especially when the institution is aware of a regular consolidation process
from such accounts prior to a request for onward transmission of the funds;

large cash withdrawals from a previously dormant or inactive account, or from an
account which has just received an unexpected large credit from abroad;

(xviii) greater use of safe deposit faciliies by individuals, particularly the use of sealed

(i)

packets which are deposited and soon withdrawn;

substantial increase in deposits of cash or negotiable instruments by a professional
firm or company, using client accounts or in-house company or trust accounts,
especially where the deposits are promptly transferred between other client
company and trust accounts;

large numbers of individuals making payments into the same account without
adequate explanation;

high velocity of funds that reflects the large volume of money flowing through an
account;

an account opened in the name of a money changer that receives deposits; and

an account operated in the name of an off-shore company with structured movement
of funds.

temmorist financing “red flags™ which among others include -

persons involved in currency transactions who share an address or phone number,
particularly when the address is also a business location or does not seem to
correspond to the stated occupation such as student, unemployed, or self-employed,
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(i)

(i)

(iv)

(v)

(vi)

(vii)

financial transaction by a nonprofit or charitable organisation, for which there appears
to be no logical economic purpose or for which there appears to be no link between
the stated activity of the organisation and other parties in the transaction,

a safe deposit box opened on behalf of a commercial entity when the business activity
of the customer is unknown, or such activity does not appear to justify the use of a
safe deposit box.

where large numbers of incoming or outgoing funds transfers takes place through a
business account, and there appears to be no logical business or other economic
purpose for the transfers, particularly when this activity involves designated high-nsk
locations.

where the stated occupation of the customer is inconsistent with the type and level
of account activity.

where funds transfer does not include information on the onginator, or the parson on
whose behalf the transaction is conducted, the inclusion of which should ordinarily
be expected.

multiple personal and business accounts or the accounts of nonprofit organisations
or charties are used to collect and funnel funds to a small number of foreign
beneficianes.

(vil) foreign exchange transactions which are performed on behalf of a customer by a

(ix)

(g)
(i)
(i)

i)
(iv)

third party, followed by funds transfers to locations having no apparent business
connection with the customer or to high-nsk countries; and

funds generated by a business owned by persons of the same ongin or by a
business that involves persons of the same ongin from designated high-nsk
countries.

other unusual or suspicious activities which among others include -
where employee exhibits a lavish lifestyle that cannot be justified by his/her salary;

where employee fails to comply with approved operating guidelines, particularly in
private banking;

where employee is reluctant to take a vacation;

safe deposit boxes or safe custody accounts opened by individuals who do not
reside or work in the institution’s service area despite the availability of such services
at an institution closer to them;

414



(vi)
(vii)
(vii)
(ix)
7.0

Vi

wii.

wili.

customer rents multiple safe deposit boxes to store large amounts of currency,
monetary instruments, or high value assets awaiting conversion to currency, for

placement in the banking system.

Customer uses a personal account for business purposes;

where official embassy business is conducted through personal accounts;

where embassy accounts are funded through substantial currency transactions;

where embassy accounts directly fund personal expenses of foreign nationals.
SHARED SERVICES

P5Bs shall with the approval of the CBM enter into shared services agreement with
its parent company or subsidiary, provided that the recipient entity does not have
the expertise and capacity to carry out these services.

PSBs shall establish policies and procedures to ensure that shared services with
its parent/subsidiary companies are conducted at arm’s length.

PSBs shall submit its shared policies and procedures, as approved by the Board
to the Central Bank of Migeria.

The board shall be responsible for the oversight of shared service arrangement
and ensure the reasonableness of fees charged for the service.

A shared service agreement shall be executed between the recipient institution
and the provider company

All shared services agreements involving cross-border arangements (parent and
subsidiary) shall include a provision for capacity building.

The shared service agreement, along with the validation by an independent firm
shall be submitted to the CBN for approval.

The Report of an Independent third-party review of the fees and services rendered
shall be submitted annually to the Director, Payments System Management

Department.

PSBs shall comply with FIRS Income Tax (transfer pricing) Regulation. In addition,
shared service fees shall be documented for all transactions between the service
provider and the recipient in the same manner as if they were between unrelated
parties.

A PSB that provides shared services fo other entities in a group shall be
responsible for the payment of salanes and allowances of the staff used to provide
such services.
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X,

Xii.

8.0

9.0

All services shared within the group shall be disclosed by the PSB in their annual
report and website.

PSBs shall comply with all provisions of the Guidelines for Shared Services
Amangements for Banks and Other Financial Institutions advised from time to time
by the CBN.

PRUDENTIAL RATIOS
Capital adequacy ratio

The capital adequacy ratio for Payment Service Banks shall be as provided in the
extant Guidelines for Licensing and Regulation of Payments Service Banks or as
may be determined by the Central Bank of Nigena from time to time.

Liquidity Ratio

The liquidity ratio for Payment Service Banks shall be as provided in the extant

Guidelines for Licensing and Regulation of Payments Service Banks or as may be
determined by the Central Bank of Migeria from time to time.

Cash Reserve Ratio

The cash reserve ratio for Payment Service Banks shall be as provided in the
extant Guidelines for Licensing and Regulation of Payments Service Banks or as
may be determined by the Central Bank of Nigeria from fime to time.

DATA INFRASTRUCTURE AND CYBER SECURITY

A PSB shall comply with the provisions of the Nigerian Financial Services Industry
IT Standard Blueprint and the Risk Based Cyber Secunty Framework as well as
all other regulations the Bank may issue regarding ICT infrastructure for banks.

In line with the Nigenan Financial Services Industry IT Standard Blueprint, a PSB
shall maintain level 3 maturity where T Standards are defined; documented;
Integrated into organizational practices via policy and procedures; Communicated
through training and ensure that automation and tools are not used in a limited and
fragmented way.
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A PSB shall also comply with the following standards:

SN | IT PROCESS AREA STANDARDS
1 Strategic IT Alignment IT Infrastructure Library | Control Objectives
(ITIL) for Information and
related
Technologies
(COBIT)
2 | IT Governance COBIT 150 38500
3 | Architecture | Interfaces ISO 8583 1S0 20022
&
Information | Reporting eXtensible Business Reporting Language
Management (XBRL)
Enterprise The Open Group Architecture Framework
Architecture (TOGAF)
4 Solutions Applications Capability Maturity Model | IS0 15504
Delivery Development Integration (CMMI)
Project Management | Project Management Body | PRojects IN
of Knowledge (PMBOK) Controlled
Environments
version 2
(PRINCEZ)
5 Service Senvice Management | [TIL
Management
& Operations Data Center Tier 3 Standards
Health, Safety, | OHSAS 18001
Environment (HSE)
Business Continuity | Business Continuity | BS25999 [/ IS0
Institute Good Practice | 22301
Guidelines (BCI GPG)
6 Information & Technology Security | Payment Card  Industry | 1SO 27001/27002
Data Secunty Standard
(PCI DSS)
7 | Workforce & Resource Management | Skills Framework for the Information Age (SFIA)
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A PSB is also required to put in place a Cybersecunty programme that shall meet the
minimum requirement laid out in the Risk Based Cybersecurity Framework. The
requirement is in 4 key areas as summarized below:

Cybersecunty Governance and Oversight: This sets the agenda and boundares
for cybersecurity management and controls through defining, directing and
supporting the secunty efforts of the PSBs. It spells out the responsibilities of the
Board of Directors, Senior Management and Chief Information Security Officer
(CIS0O). This entails the development and enforcement of policies, procedures and
other forms of guidance that the PSBs and their stakeholders are required to
follow.

Cybersecunty Risk Management System: Effective Risk Management serves to
reduce the incidence of significant adverse impact on an organization by
addressing threats, mitigating exposure, and reducing vulnerability. PSBs shall
incorporate cyber-nsk management with their institution-wide nsk management
framework and govemance requirements to ensure consistent management of nsk
across the institution. The Risk Management programme shall be based on an
understanding of threats, vulnerabilities, nsk profile and level of nsk tolerance of
the organization. The process shall also be dynamic in view of the constantly
changing risk landscape. The Board and Senior Management shall support and be
involved in the cyber-risk management process by ensunng that resources and
capabilities are available, and roles of staff propery defined in management of
risks.

Cybersecunty Operational Resilience: P5Bs are required to build, enhance, and
maintain their cybersecunty operational resilience which will ulimately contnbute
to reducing cybercrime in Migenia and strengthen the banking sector cyber
defense.

Metrics, Monitoring & Reporting: A PSB shall put in place metrcs and monitoring
processas to ensure compliance, provide feedback on the effectiveness of control
and provide the basis for appropriate management decisions. The metrics should
be properly aligned with strategic objectives and provide the information needed
for effective decisions at the strategic, management and operational levels.

A PSB shall comply with all other regulations the Bank may issue regarding ICT
infrastructure for banks.

10.0

INTEROPERABILITY

A PSB shall comply with the provisions of the Guidelines on Transactions Switching in
Migena and any other relevant guidelines.
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11.0 BUSINESS CONTINUITY MANAGEMENT SYSTEM

11.1 Rights and Responsibilities of PSBs

v

Wil

Wil

Ix.

A PSB shall assume the roles and responsibilities of acquirers/acquinng bank
andlor issuerfissuing bank as stipulated in all regulations on electronic
payments, depending on the function they may perform at any point in time within
the electronic payment ecosystem.

Acquinng PSBs whose transactions are switched shall maintain databases that
can handle information relating to cardholders, merchants and their transactions
for a minimum penod of seven (7) years.

Information on usage, volume and value of transactions and other relevant
information shall be forwarded to the CBN as and when due and in the format
required by the CBN.

Each PSB shall settle fees charged for the services provided by the switching
company in relation to the operation of the switching network, in accordance with
the agreed tanff.

The issuing PSB shall be held liable (where proven) for frauds with the card
arising from card skimming or other compromises of the issuing PSB's secunty

system

An acquiring PSB shall be responsible for ensuring that merchants put in place
reasonable processes and systems for confirming payee identity and detecting
suspicious or unauthonzed usage of electronic payment instruments, both where
customer/card is physically present at point of sale or in cases where
customer/card i1s not physically present, like in Intemetfweb and telephone
payment systems/portals.

P5SBs shall be deemed as partner institutions to the Migeria Central Switch or
any other Switch. Each Partner Institution shall undertake to satisfy and ensure
continued compliance with the eligibility criteria and conditions for admission, as
outlined in the operational rules and regulations of the Nigena Central Switch
(NCS) and the technical requirements as specified in the Guideline for
Transaction Switching in Migeria.

A PSB shall not perform the role of a Switch

PSBs are mandatorily required to establish secure connectivity to the Nigena
Central Switch and must be capable of providing secure hardware
encryption/decryption of customer's PINs and messages for onward
transmission to the NCS with respect to their card operated devices.

In addition to the above, any other responsibilities as may be defined within the
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11.2

11.3

switching guidelines or by the Bank with respect to fransaction switching shall
be applicable to PSBs.

Prohibition of Anti-competition Agreements

A PSB who is a party to Switching Services in Nigeria shall not enter into any
agreement in respect of any switching service that shall cause oris likely to cause

adverse effect on competition. Any agreement entered in contravention of this
provision shall be null and void and of no effect.

. Any agreement entered between PSBs on Switching Services or decision taken

by any association of switching companies or association of persons, including
cartels engaged in identical or similar provision of switching services, which:

Limits or controls markets, technical development, investment or provision of
Switching Services,

Shares the market or provision of services by way of allocation of geographical
area of market, or number of customers in the market or any other similar way;
shall be considerad an anti-competition agreement.

. Any agreement amongst parties to Switching Services, in respect of

switching services, including:
Tie-In Agreement;
Exclusive Service Agreement; and
Refusal to deal

shall be considered an agreement in confravention of anti-competition
agreement if such agreement causes or is likely to cause adverse effect on
competition in Migena.

Prohibition of Abuse of Dominant Position

. A PSB who is a party to Switching Services shall not abuse its dominant position

by directly or indirectly imposing unfair or discnminatory condition and fees in the
provision of its services.

Equally, a PSB who is a party to Switching Services shall not limit or restrict the
provision of switching services or market thereof or technical or scientific
development relating to switching services to the prejudice of consumers.

A PS5B shall not indulge in practice or practices resulting in denial of market access.
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12.0 REGULATORY RENDITION

Payment Service Banks shall render regular reports to the Central Bank of Nigena in a
format and frequency prescribed by the Bank.

13.0 INTEGRATION TO THE GLOBAL STANDING INSTRUCTION (GSl)
PLATFORM

For their role as Participating Institutions in the GSI scheme, P5Bs shall execute the GSI
Mandate Agreement with the Nigena Inter-Bank Settlement System (NIBSS) in line with
the provisions of the Guidelines on Global Standing Instruction (2020) or the Extant

Regulation.

For their role as Participating Institutions in the GSI scheme, PSBs shall comply with the
provisions of the Guidelines on Global Standing Instruction (2020) or the Extant

Regulation.
13.1 Roles and responsibilities

Particularly, a PSB shall:
i. Execute the G5l Mandate Agreement with NIBSS and forward a copy to the CBN.

ii.  Ensure all qualifying accounts are propery maintained and visible to NIBSS on the
Industry Customer Accounts Database (ICAD) or by any other service created or
provisioned for this purpose.

ii. Ensure that accounts in NIBSS’ ICAD are comectly tagged with correct BVN.
v. Ensure and maintain connectivity to the Nigena Central Switch.

v.  Honour ALL balance enquiries and debit advices received from NIBSS for GSI
Trngger in accordance with master agreement, including GSI recall instructions.

vi. Have adequate IT infrasfructure fo meet ALL the connectivity and protocol
requirements at NIB3SS and CBN.

vil.  Provide access to customers’ NUBAN accounts.
13.2 Reporting requirements
Every PSB shall provide reports of G5 activities as may be required by the Bank

(Soft copies of the reports shall be submitted to GSI-Returns@cbn.gov.ng no later than
the 8th day after each month end; in alignment with routine monthly update of CRMS
records’ outstanding balances).
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13.

To

3 Accountability in PSBs

ensure completeness, integnty, accuracy and fimeliness of the GS| processes

consistently, the:

14.

The Chief Risk Officer (CRO) shall be accountable for the appropriateness of the
entire GSI process.

The Chief Information/Technology Office (ClO or CT0O) shall ensure continuous
connectivity to the G35l platform and availability of all intemal systems to honour all

G5l instructions and protocols (including the tagging of “Unavailable Accounts” for
audit logftrail purposes. This does not absolve the PSB’s MDICEO of the overall
responsibility over activities of the bank.

CBN shall ensure adequate training for PSBs on GSI related processes and
settlement procedures.

The CBN shall apply the prescribed penalties to the emng PSBs and impose
additional sanctions for gnevous violations, malfeasance by a PSB. Disputes
ansing from other incidents not described herein may be settled by an Arbitrator.

0 COMPLIANCE WITH EXTANT LAWS AND REGULATIONS

Payment Service Banks shall comply with other relevant extant regulations for CBN
licensed financial institutions and/or service providers. These include but are not limited

fo:

a) Cyber Secunty Framework issued by the CBN;

b) Nigena Payment System Risk & Information Secunty Management Framework
issued by the CBN,;

c) Nigena Financial Services Industry IT Standards Blueprint Version 2.1;
d) Data Protection Regulations;

e) CBN Consumer Protection Regulations;

f) Guidelines on Operation of Electronic Payment Channels in Nigena;
g) Regulation on Agent Banking;

h) Regulations on Mobile Money Operations in Nigena;

1) Guidelines on card issuance and usage in Migena;

1} Real-Time Gross Settlement (RTGS) rules and regulations, and 5S4 Business rules;
and
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k) All other regulations issued by the Bank as applicable.

15.00 MONITORING AND EVALUATION

Without prejudice to the provisions of section 12.0, to ensure effective monitoring and
enforcement, Payment Service Banks shall be required to render monthly returns
indicating the following:

a. Number of financially excluded/unbanked customers on-boarded during the
month to which the returms relate;

b. Mumber of access points deployed in the month, as well as active access points
and the cumulative access points deployed.

16.00 SANCTIONS

To ensure strict compliance with extant regulations, appropriate financial and
administrative sanctions shall be imposed on eming Payment Service Banks and/or their
principal officers, as provided for in relevant laws, regulations and guidelines.
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Glossary

Business Continuity Plan (BCP) — also known as a Resolvability and Ever-Green Will
is a plan to manage the continued operations of a business or the core elements of a
business during a major incident or an event of a disaster. BCP ensures banks are more
accountable for their crisis resolution preparedness and should be designed to make
resolution more transparent, better understood, and lead to a successful outcome.

ICT — Information and Communication Technology.
IT — Information Technology

On-boarding — the integration of unbanked individuals into the banking system through
a process of registering/opening bank accounts for them, as well as familianzing them
with financial services they can access via the bank or financial service provider.

Resolution authorities — An administrative national authonty or authorties responsible
for exercising the resolution powers over firms within the scope of the resolution regime
e.g. resolution regime for financial institutions.

Unbanked / financially excluded — individuals or a sub-set of the economy (adults), with
noflimited access to financial services of a bank or similar financial institutions such as
accounts, access to credit etc.
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CENTRAL BANK OF NIGERIA
Central Business District,
Cadastral Zone AQ

PM.E. 0187, Garki
PAYMENTS SYSTEM MANAGEMENT DEPARTMENT Abuja.
Tel: 0% 462 38300, 05 462 38345
e-mail: pemdiE@chn,govng
wehsile: wrww.chn.gov.ag
May 25, 2021

PSM/DIR/CON/CWOD/20/063

CIRCULAR TO ALL DEPOSIT MONEY BANKS, PAYMENT SERVICE
PROVIDERS AND OTHER FINANCIAL INSTITUTIONS

ISSUANCE OF THE REGULATORY FRAMEWORK FOR NON-BANK
AC ING IN NIGERIA

The Central Bank of Nigeria, in furtherance of its mandate to promote a sound
financial system and facilitate the development of electronic payment systems
in Migeria, hereby issues the Regulatory Framework for Mon-Bank Acquiring in
Nigeria.

The framework sets out the rules for the operation of Non-Bank Merchant
Acquiring in Nigeria as a regulated service and provides minimum standards
and requirements for the operations of Non-Bank Acquiring in Nigeria, including
the rights and obligations of the parties involved in the process. It also compels
Mon-Bank Merchant Acquirers 1o meet the minimum standards of operalions,
as approved by the Bank.

This Regulatory Framework shall guide activities of the parlicipants in the
provision of Mon-Bank Acquinng services in Nigeria.

All stakeholders are required to ensure strict compliance withtheframework and
allother regutations, as the CBN continues to monitor developments and issue
guidance as may be appropriate.

—

Musa l. Jimoh
Director, Payments System Management Department
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CENTRAL EANK OF NIGERIA

REGULATORY FRAMEWORK FOR NON-EANK ACQUIRING IN NIGERIA

426



1.0

11

1.2

v
V.

Vi

Preamble

In exercise of the powers conferred on the Central Bank of Nigeria (CBN),
by Sections 2 (d), 47 (2), of the CBN Act, 2007 and Section 69 (1) of the
Banks and Other Financial Institutions Act, 2020, to promote a sound
financial system and facilitate the development of electronic payment
system in Nigeria; the Central Bank of Nigeria (the Bank) hereby issues the
Regulatory Framework for Non-Bank Acquiring in Nigeria.

Scope

The Framework sets out the procedures for the operation of Non-Bank
Merchant Acquiring in Nigeria, including the rights and obligations of the
parties involved in the process. It also compels Non-Bank Merchant
Acquirers to meet the minimum standards of operations, as approved by the
Bank.

Objectives
The objectives of this Framework are tor

Establish Non-Bank Acquiring as a regulated service in Nigeria;

- Provide minimum standards and requirements for the operations of Non-

Bank Acquiring in Nigeria.
Participants in Non-Bank Acquiring in Nigeria

This Regulatory Framework shall guide activities of the participants in the
provision of Non-Bank Acquiring services in Nigeria. Participants are as
follows:

MNon-Bank Acquirer

Settlement Bank/Sponsaor Bank

ii. Merchant's Deposit Money Bank

. Card Schemes
Other Payment Schemes
. Nigena Central Switch (NCS)
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2.0
2.1

2.2

2.3

2.4

3.0

31

Roles and Responsibilities of Participants
Non-Bank Acquirers

Only Licensed Switching and Processing Companies, other than Acquiring
Banks, shall be allowed to process and settle transactions on behalf of
merchants in Nigeria. The Bank shall approve non-Bank Acquirers, as it
deems necessary, from time to time.

Settlement Bank/Sponsor Bank

The role of the Settlement/Sponsor Bank shall be as prescribed in the
Guidelines for the Operations of Electronic Payment Channels in Nigeria
and other relevant regulations.

Merchant's Deposit Money Bank

The role of the Merchant's Deposit Money Bank shall be as prescribed in
the Guidelines for the Operations of Electronic Payment Channels in Nigeria
and other relevant regulations.

Payment Schemes/NCS

The role of the Payment Schemes/NCS shall be as prescribed in the
Guidelines for the Operations of Electronic Payment Channels in Nigeria
and other relevant regulations.

Documents and Policies

MNon-bank Acquirers shall have in place adequate policies for the
management of risks associated with the acquiring services. Furthermore,
necessary agreements shall be executed with parties to the acquiring
sernvices.

Policies

The MNon-Bank Acquirer shall have and implement policies that include
minimum standards established by the payments schemes (including card
schemes) to mitigate risk to the payment system. The policies shall be
approved by the acquirer's Board of Directors or as appropriate, an
executive management committee. Upon request, these policies shall be
made available to relevant scheme.
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3.2

4.0

5.0

6.0

Merchant Agreements

The Non-Bank Acquirer shall maintain merchant agreements that meet the
respective scheme’s minimum requirements for disclosure, and clearly
define obligations of acquirer, merchant and other parties. Furthermore, it
shall have appropriate merchant agreement(s) in place with each merchant,
prior to provision of transaction acquiring services.

Merchant Underwriting
The Non-Bank Acquirer shall:
Control merchant approvals as per pre-determined policies and procedures.

Provide Payment Scheme acceptance privileges, in accordance with the
respective Payment Scheme Rules.

Merchant Risk Monitoring

The Non-Bank Acquirer shall maintain minimum standards in accordance
with the Guidelines on Electronic Payment Channels in Nigeria and risk
controls to monitor merchant activity. This shall be to ensure compliance
with the respective payment scheme rules while protecting stakeholders
such as merchants, consumers, schemes and other participants. A fraud
maonitoring/behavioral management solution shall be put in place.

Settlement Arrangements
Non-Bank Acquirers shall:

not directly access or hold merchants' funds, whether from/for settlement,
reversals or any other reason.

MNotwithstanding (i) above,

stipulate its responsibilities to the merchant, for the security and settlement
of transaction amounts to merchant accounts.

ensure that Merchants' accounts are credited in respect of the acquired
transactions, as agreed in executed Service Level Agreements (SLAs).

strictly comply with respective scheme rules.

have confrols in place, related to establishing and changing merchants’ bank
accounts where settlement funds are deposited.
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7.0

8.0

9.0

Speonsorship Arrangements

The application for approval by the entity intending to provide NMon-Bank
acquiring shall be sponsored by at least one acquiring Bank, where
settlements shall be domiciled.

The roles and responsibility of a sponsor for each financial institution in a
payment scheme shall include:

Generation of financial/transaction data
Computation of settlement position.
Payment Scheme Licence/Approval

The MNon-Bank Acquirer shall execute agreement with each payment
scheme whose transactions it wishes to acquire. Provisional
arrangements/agreements may be considered for in the process of applying
for approval.

Risk Management

MNon-Bank acquirers shall develop and provide an appropriate governance
structure, to manage the risk inherent in the acquiring service.

There shall be documented and approved policies in place; which suppart
the risk management function and highlight the acquiring programme
strategy, including targeted merchant segments, various entities/agents
involved, their responsibilities, likely risks and mitigation procedures.

Mon-Bank Acquirers shall comply with all applicable security standards, and
shall ensure all merchants who store, transmit and use sensitive card data
are Payment Card Industry Data Security Standard, PCI DSS- certified.

Non-Bank Acquirers shall perform due diligence before on-boarding new
merchants as stated in the CBN Know Your Customer (KYC) Policy
Document and Anti-Money Laundering/Combating Financing of Terrorism
(AML/CFT) requirements.

Mon-Bank Acquirers shall undertake measures to prevent the use of their
networks for purposes associated with money laundering, financial crimes
and other illicit activities.
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wii.

10.0

11.0

Mon-Bank Acquirers shall not acquire transactions of merchants that are
neither registered nor operating in Nigeria.

MNon-Bank Acquirers shall verify that merchants have obtained necessary
approvals from appropriate regulatory agencies in respect of their area of
trade or activities.

MNon-Bank Acquirers shall have a process to ensure adequate merchant
agreements are effected.

Requirements for Regulatory Review and Approval

The CBN requirements to provide Non-Bank acquiring in Nigeria are as
follows:

The company shall be a CBN-licensed Switching Company or any other
company as approved by the Bank.

ii. Inaddition, to (i) above, the following documentation shall be required:

a. Evidence of engagement with a card scheme

b. Due Diligence and Merchant Onboarding Process

c. Merchant Risk Monitoring Framework

d. Sponsorship letter from one (1) Settlement Bank

e. Draft merchant agreements

f. Details of its settlement arrangements

g. Service Level Agreement (SLA) with Settlement Bank
h. Business Continuity Plan

i. Any other document(s) as may be required by the Bank.
Termination of Approval

The Bank shall terminate a Non-Bank Acquirer's Approval in the event of
any of the following:
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12.0

13.0

14.0

a. Failure to meet the conditions for renewal of operating licence, as a
switching and processing company in Nigeria;

b. Revocation of licence/approval by the Bank;

c. Termination of agreement with or approval of payment scheme(s);

d. Inability to maintain relationship with at least two (2) payment schemes;
e. Operational failures that lead to significant losses/fraud; or

f. Any other reason(s) as may be determined by the Bank, from time to
time.

Consumer Protection/Dispute Resolution

Any dispute arising out of, or in relation to this Framewaork, shall be settled
in accordance with CBN's Consumer Protection Regulation. If unresolved,
may be referred to an arbitration panel, as provided under the extant
Arbitration and Conciliation Act or as maybe defined by the Bank from time
to time.

Compliance and Sanctions

All parties shall comply with the provisions of this Framework, and other
related Guidelines issued by the CBN. Non-compliance shall attract
appropriate sanctions by the CBN.

Conflict with prior regulations

This Framework shall prevail, on matters of non-bank acquiring service, in
the case of conflict with any prior Guidelines issued by the CBN.

May 2021
Central Bank of Nigeria, Abuja
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SWITCHING AND PROCESSING LICENCE

ELIGIBILITY

Any corporate entity registered by the Corporate Affairs Commission

(CAC),

with Memorandum and Arficle of Associafion (MEMART).

CAFITAL REQUIREMENT

1.
2

3.

M2 .000,000,000.00 (shareholders’ funds unimpaired by losses)

Preceding 3-years audited financial statements of the company

(If applicable}

Escrow of refundable N2bn into CBN PSP Share Capital

Deposit Account No. 1000014009

a) Deposit for escrow must be in full (one lump sum)

b} It must be made in the name of the company applying for
licence (not an indnidual or related company)

¢) Escrowed funds are invested in freasury bills, subject to
availability of treasury instruments, which would be
refunded accordingly.

CONTACT

All written application should be addressed to the Director, Payments
System Management Department, Cenfral Bank of Migena, Abuja,
accompanied by evidence of payments of application fee and other
documentary reguirements.

DOCUMENTARY REQUIREMENTS

1.
2

Eall

7.
8.

9.
10.

Certificate of Incorporation of the company

Memorandum & Articles of Association (Mote: the object
clause(s) must be RESTRICTED fo relevant payments system
activiies permitted by the Bank)

Form CAC 24 (Return on Allotment of shares)

Form CAC TA (Particulars of Directors)

Tax Clearance Certificate for three (3) years of the company (if
applicable) and Tawpayer ldenfification Mumber (TIN) of
compary

The company's profile; detaling curent type of business
operation, products and services

Structure of holding company or parent company (if applicable)
Defalls of ownership: private/public; ulimate parent; any
significant changes in ownership in the last two years

Total number of employees

Organogram
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11. Functional physical address, contact e-mails from company's
domain and felephone numbers

12. Board Structure — showing at a minimum Chairman, CEC/MD,
and at least, one (1) Independent Mon-Executive Director and
other Director(s)

13. Bank Venfication Number (BVN), Curncula Vitae (CVs), proof
of government issued idenfity (Mafional Identificaion Mumber
(MIN}, International Passport, Dnver’s Licence, Vioter's Card) of
Board and top management team.

14. Details of current line of business (if applicable)

15. Business Plan, to include:

Mature of the business

Features of the scheme

Security features that will be put in place

5 years financial projections

Proposed schedule of charges

Profit sharing arrangement

Diagrammatic illusfration of transaction fiows

Understanding of the nafure of the POS business and

support requirements

Terminal deployment and connectivity strategy

J.  POS support strategy (on-site and offsite) and strategy
to ensure failures are remotely defected and fixed
within 72 hours

k. Transaction fees and other charges to be bome by
customers

.  Strategy for ensunng 99.9% uptime for terminals

m. Training and merchant relationship management
strategy

n. Customer care and issue resolution strategy

0. Project work plan that demonstrates readiness/ability
to commence work.

p. Parinerships & Alliances - scope, duration, and other
pertinent details

g. Competifive advantagelvalue proposition

r. Planned coverage area

5. Experience with this acfivity or something similar in the
past

16. Information Technology policy of the company including:

a. Privacy Policy

b Information OwnershipDisclosurelLoss Policy

¢. Backup and Restore Policy

S@e~o a0 ow
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Metwork Security Folicy
Encryplion Policy
Confidential Data Policy
Password Policy

Third Party Connecfion Policy
Incidence Response Policy
Physical Security Policy

T oTa e a

17. Enterprise Risk Management Framework

18. Dispute Resolution Framework:

19. Contingency and Disaster Recovery Plan (Business Confinuity
Plan)

20. Duly executed agreements (drafts, as applicable) with the
following:

Technical partners

Faricipating banks

Merchants

Telcos

Any other relevant party

®an o

21. Project Deployment Methodology
22. A document that shall outline the sfrateqy of the shared agent

nefwork including current and potenfial engagements,
geographical spread and benefits to be derved
23. Qualifying critenia for engaging agents e.g.

Outreach
Competence

Integrity
Others

a0 o

24. Draft Service Level Agreements (SLAs) with sub-agents and
Financial Institution (FI1) Agent Banking Contract

25. Risk management, internal contral, operational procedures and
any other policy and procedures  relevant to the management
of an agent banking arrangement

26. Procedures for KYC and AMU/ICFT compliance

27. Fraud detection plan and standard of care

28. Consumer Profection Policy and Procedure Board Approval

29. Certifications:
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a) Payment Card Industry Data Secunty Standard
(PCIDSS) Certificafion (if applicable)

b} Payment Application Dafa Security Standard (PA-
0SS) Certification or Compliance with CBM IT
standards for Solution Development (if applicable)

c) Payment Terminal Service Aggregator (PTSA) of
Payment Terminal Application Certification

d) Cther relevant cerifications

APPLICATION AND LICENSING 1. Mon-refundable application fee of N100,0300.00 (One hundred
FEES thousand naira), payable to the CEN via the Licensing Fees
for Payment Produets Account No. NGN14023008%/ABJ.

2 Licensing fee of N1,000,000.00 to be paid before the issuance

of the final licence, If successful.

LICENCE VALIDITY 1. Approval-in-Principle for six (6) Months

2. Commercial licence validity is as determined by the Bank
renewable upon satisfactory performance of operations.

3. Others, as advised from time fo ime.

Please clearly mark your submissions according to the numbers above

** An Independent Non-Executive Director, is a member of the Board of Directors wiho has no direct
matenial relationship with the company or any of ifs officers, major shareholders, subsidianes and
affiiates; a relationship which may impair the Director's ability to make independent judgments or
compromise the director’s objectivity in line with Corporate Governance best practices.
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MOEILE MONEY OPERATOR LICENCE

ELIGIBILITY

&ny corporate enfity registered by the Corporate Affairs
Commission (CAC), with Memorandum and Arfide of
Association (MEMART]).

CAPITAL REQUIREMENT

1. NZ,000,000,000.00 (shareholders’ funds unimpaired
by losses)
2. Preceding 3-years audited financial statements of the
company (If applicable)
3. Escrow of refundable N2bn into CBN PSP Share
Capital Deposit Account Neo. 1000014008
a) Deposit for escrow must be in full (one lump sum)
b) It must be made in the name of the company
applying for licence (not an individual or related
company)
¢} Escrowed funds are invested in treasury hills,
subject to availability of freasury instruments,
which would be refunded accordingly.

CONTACT

&)l written application should be addressed to the Direclor,
Payments System Management Department, Central Bank of
Migeria, Abuja, accompanied by evidence of payments of
application fee and other documentary requirements.

DOCUMENTARY REQUIREMENTS

1. Cerfificate of Incorporation of the company

2. Memorandum & Articles of Association (Mote: the

object dause(s) must be RESTRICTED fo relevant

payments system activities permitted by the Bank)

Form CAC 2A (Return on Allotment of shares)

Form CAC TA (Particulars of Directors)

2. Tax Clearance Certificate for three (3) years of the
company (if applicable) and Taxpayer Identification
Mumber (TIN) of company

6. The company's profile; defailing curent type of
business operafion, products and services

= Lo
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10.

12.

13.

14.
15.

18.

17.

Structure of holding company or parent company (if
applicable)

Details of ownership: private/public; ulimate parent;
any significant changes in ownership in the last two
years

Total number of employees

Organogram

. Functional physical address, contact e-mails from

company's domain and telephone numbers

Board Structure — showing at a minimum Chairman,
CEOVMD, and at least, one (1) Independent Mon-
Executive Director and other Director(s)

Bank Verfication Mumber (BYN), Curicula Vitas
(CV's), proof of govermment issued identity (Mafional
|dentification Number (MIN), International Passport,
Driver's Licence, Voter's Card) of Board and top
management team.

Dietails of current line of business (if applicable)
Business Plan, to include:

Mature of the business

Features of the scheme

Securnty features that will be put in place
5-years financial projections

Proposed schedule of charges

Profit sharing arrangement

Dizgrammatic illustration of fransaction flows

@ e e o T

Information  Technology policy of the company
including:

Privacy Policy

Informafion Cwnership/Disclosure/Loss Policy
Backup and Restore Policy

Metwork Secunty Policy

Encryption Policy

Confidential Ciata Folicy

Password Policy

Third Party Connection Policy

Incidence Response Policy

Physical Security Policy

TrelITa e an oo

Enterprise Risk Management Framework
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18.
14,

20.

21.

Dispute Resolution Framework

Contingency and Disaster Recovery Plan (Business
Continuity Plan)

Diuly executed agreements (drafts, as applicable) with
the following:

Technical pariners
Participating banks
Merchants

Telcos

Any other relevant party

=N T~

Project Deployment Plan (ime, location, operation,
etc.)

APPLICATION AND LICENSING
FEES

1.

Mon-refundable application fee of N100,000.00 (One
hundred thousand naira), payable to the CEN wia the
Licensing Fees for Payment Produets Account MNo.
NGN140230089/ABJ.

Licensing fee of N1,000,000.00 to be paid before the
issuance of the final licence, if successful.

LICENCE VALIDITY

Lpproval-in-Principle for six (6) Months
Commercial licence validity is as determined by the
Bank renewable upon satisfactory performance of
operations.

(Others, as advised from time to fime.

Please clearly mark your submissions according to the numbers above

** An Independent Non-Executive Director, is a member of the Board of Directors who has no direct
matenal relationship with the company or any of its officers, major shareholders, subsidianes and
affiliates; a relationship which may impair the Director’s abiity fo make independent judgments or
compromise the direcfor’s objectivity in line with Corporate Govemance best prachices.
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PAYMENT SOLUTION SERVICES (P35)

ELIGIBILITY

Any corporate entity registered by the Corporate Affairs
Commission (CAC), with Memorandum and Aricle of
Association (MEMART).

CAPITAL REQUIREMENT

1.

M250,000,000.00 (sharcholders’ funds unimpaired by
losses)

Preceding 3-years audited financial statements of the

company (If applicable)

Escrow of refundable N250m (for entities applying

for the three (3) licences at a time: PSSP = N100m,

FTSF = N100m, and Super Agent = N50m) into CBEN

PSP Share Capital Depeosit Account No.

1000014009

*  Applicants may take up any or all of the above
listed licences (see circular on New Licence
Categorisations  for Payments  Service
Froviders in the Nigerian Payments System).

) Deposit for escrow must be in full (one lump sum)
b) It must be made in the name of the company
applying for licence (not an individual or related
company)

o) Escrowed funds are invested in treasury bills,
subject fo avallability of freasury insfruments,
which would be refunded accordingly.

CONTACT

Al written application should be addressed to the Direclor,
Fayments System Management Department, Central Bank of
Migeria, Abuja, accompanied by evidence of payments of
application fee and other documentary requirements.

DOCUMENTARY REQUIREMENTS

1.
2.

e

Certificate of Incorporation of the company
Memorandum & Articles of Asscciation (Mote: the
object clause(s) must be RESTRICTED to relevant
payments system actviies permitted by the Bank)
Form CAC 24 (Return on Allstment of shares)

Form CAC TA (Particulars of Directors)
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10.
11.
12.

13.

14,
15.

18.

Tax Clearance Certificate for three (3) years of the
company (if applicable) and Taxpayer ldentification
Number (TIN} of company

The company's profile; defalling current type of
business operation, products and services

Structure of holding company or parent company (if
applicable)

Details of ownership: private/public; ulimate parent;
any significant changes in ownership in the last two
years

Total number of employess

Organogram

Functional physical address, confact e-malls from
company's domain and telephone numbers

Board Structure — showing at a minimum Chairman,
CEOVMD, and at least, one (1) Independent Mon-
Executive Director and other Director(s)

Bank Verfication Mumber (BVN), Curricula \itas
(CVs), proof of govermment issued identity (Mational
|denfification Mumber (MIM), International Passport,

Driver's Licence, Voters Card) of Board and top
management team.

Details of current line of business (if applicable)
Business Plan, fo include:

MNature of the business

Features of the scheme

Secunties features that will be put in place

5 years financial projections

Proposed schedule of charges

Profit sharing arrangement

Diagrammatic illustration of fransaction flows

-

Information Technology policy of the company
including:

Privacy Policy

Information Cwnership/DisclosurellLoss Policy
Backup and Restore Policy

MNetwork Security Policy

Encrypfion Policy

Confidential Data Policy

o oRo TR
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Password Policy

Third Party Connection Policy
Incidence Response Policy
Physical Security Policy

17. Enterprise Risk Management Framework:

18. Dispute Resclution Framework

19. Contingency and Disaster Recovery Plan (Business
Continuity Plan)

20. Duly executed agreements (drafts, as applicable) with
the following:

m oo D oW

Technical pariners
Participating banks
Merchants

Telcos

Any other relevant party

21. Project Deployment Methodology
22 Business Plan for the FTSF and should cover the
following (at a minimum):

d.

b.

Understanding of the nature of the POS
business and support requirements

Terminal deployment and connectivity
strateqy

P03 support strategy (on-site and offsite) and
strategy to ensure failures are remotely
detected and fixed within 72 hours

Features of the scheme

Securities features that will be putin place
Transaction and other charges that will be
borne by customers

Strategy for ensuring 99.9% uptime for
terminals

Training and  merchant  relationship
management strategy

Customer care and issue resclution strateqy
Strategy to obtain certifications from switches
and other relevant bodies

Project work plan that demonstrates
readiness/ability to commence work.

Profit sharing agreement among parties
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m. Diagrammeatic illustration of fransaction flows
n. Partnerships & Alliances - scope, durafion,
and other pertinent details

Business Continuity/Chsaster recovery plan
Competitive advantage/value proposifion
Flanned coverage area

Expenence with this activity or something
similar in the past

~eawvo

23. A documnent that shall outline the strategy of the shared
agent network including current and potental
engagements, geographical spread and benefits fo be
derived.

24. Must have a minimum of 50 agents

23. Qualifying criteria for engaging agents eg.

a. Qutreach

b. Competence

. Integrity
d. Others

26. Duly executed (drafts, as applicable) Service Level
Agreements (SLAs) with sub-agents and Financial
Insfitution (FI} Agent Banking Contract

27 Risk management, intemal control, operational
procedures  and  any  other  policy and
procedures  relevant to the management of an agent
banking arrangement.

28. Procedures for KYC and AMUCFT compliance

25, Fraud detecfion plan and standard of care

30. Consumer Protection Policy and Procedure Board
Lpproval

31. Cerfifications:

a) Payment Card Indusfry Data Security
Standard (PCIDSS) Certification (if applicable)

b) Payment Application Data Secunty Standard
(PA-DSS) Certification or Compliance with
CBN IT Standards for Solution Development
(if applicable)
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c) Payment Terminal Service Aggregator (PTSA)
of Payment Terminal Application Certification
d) Other relevant certifications

APFLICATION AND LICENSING
FEES

MNon-refundable application fee of N100,000.00 (One
hundred thousand naira) payable to the CBN via the
Licensing Fees for Payment Produects Account Mo
NGN140230083/ABJ.

Licensing fee of N1,000,000.00 to be paid before the
issuance of the final licence, if successful.

LICENCE VALIDITY

Lpproval-in-Principle for six (6) Months

Commercial licence validity is as determined by the
Bank renewsble upon satisfactory performance of
operations.

Others, as advised from time to fime.

Please clearly mark your submissions according fo the numbers above

** An Independent Non-Executive Director, is a member of the Board of Directors who has no direct
matenal relationship with the company or any of its officers, major shareholders, subsidianes and
affiliates; a relationship which may impair the Director’s abitty fo make independent judgments or
compromise the direcfor’s objectivity in line with Corporafe Gowvernance best practices.
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PAYMENT TERMINAL SERVICE PROVIDER (PTSP) LICENCE

ELIGIBILITY

Any corporate entify registered by the Corporate Affairs
Commission (CAC), with Memaorandum and Arficle of Associafion

(MEMART).

CAFITAL REQUIREMENT

1.

2

NA0D,000,000.00 (shareholders” funds unimpaired by

losses)

Preceding 3-years audited financial statements of the

company (If applicable)

Escrow of refundable N100m into CBN PSP Share

Capital Deposit Account No. 1000014009

a) Deposit for escrow must be in full {one lumg sum)

b} It must be made in the name of the company applying
for licence (not an individual or related company)

¢) Escrowed funds are invested in treasury bills, subject
to availability of treasury instruments, which would be
refunded accordingly.

CONTACT All written application should be addressed fo the Director,
Payments System Management Depariment, Central Bank of
Migeria, Abuja, accompanied by evidence of payments of
application fee and other documentary requirements.

DOCUMENTARY 1. Cerificate of Incorporation of the company

REQUIREMENTS 2. Memorandum & Arficles of Association (Mote: the object

clause(s) must be RESTRICTED fo relevant payments
system aciivities permitied by the Bank)

Form GAC 24 (Retumn on Allotment of shares)

Form GAC TA (Particulars of Directors)

Tax Clearance Certificate for three (3} years of the
company (if applicable) and Taxpayer ldenfification
Mumber (TIN) of company

The company's profile; detailing current type of business
operation, products and services
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12.

13.

14.
15.

16.

17.
18.

Structure of holding company or parent company (if
applicable)

Defaills of ownership: private/public; ultimate parent; any
significant changes in ownership in the last two years
Total number of employees

. Organogram
1.

Functional physical address, contact e-malls from
company's domain and telephone numbers
Board Structure — showing at a minimum Chairman,
CEOMD, and af least, one (1) Independent Non-Executive
Director and other Director(s)
Bank Verification Mumber (BVN), Curmicula Vitae (CVs),
proof of government issued identity (National |denfification
Mumber (MNIM), Internafional Passport, Drver's Licence,
Voter's Card) of Board and top management team.
Details of current line of business (if applicable)
Business Plan, to include:

a) Mature of the business

b} Features of the scheme

c) Secunties features that will be put in place

d} 5 years financial projections

e} Proposed schedule of charges

f) Profit sharing arrangement

g) Diagrammatic illustration of transaction flows

Information Technology policy of the company including:
a) Privacy Policy
b} Information Ownership/Disclosure/Loss Policy
c) Backup and Restore Policy
d) Metwork Security Policy
e} Encryption Policy
f) Confidential Data Policy
g) Password Policy
h} Third Party Connection Policy
i) Incidence Response Policy
I} Physical Secunty Policy

Enterprize Risk Management Framewark
Dispute Resolution Framework
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19. Confingency and Disaster Recovery Flan (Business

Continurty Plan)

20. Duly executed agreements (drafis, as applicable) with the

following:

a) Technical partners
b} Pariicipating banks
¢) Merchants

} Telcos

e) Any other relevant party

21. Project Deployment Methodology
22 Business Flan for the FTSF and should cover the following

(at a minimum);

a) lUnderstanding of the nature of the POS business
and support reguirements

b) Temninal deployment and conneclivity strategy

¢) POS support strategy (on-site and offsite) and
strategy to ensure fallures are remotely detected
and fixed within 72 hours

d) Secunties features that will be put in place

&) Transaction fees and other charges to be borne by
customers

f} Birategy for ensuring 99.9% uptime for terminals

g) Training and merchant relationship management
strategy

h} Customer care and issue resolution strategy

i} Sirategy toobtain cerfificafions from switches and
ather relevant bodies

|} Project work plan that demonsirates
readiness/ability to commence work.

k) Profit sharing agreement among parties

[} Diagrammatic illustration of transaction flows

m} Parinerships & Alliances - scope, duration, and
other perfinent details

n) Business Continuity/Disaster recovery plan

o) Competitive advantagefvalue proposition

p) Planned coverage area

q) Experience with this activity or something similar
in the past
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23. Certifications:

a) Payment Card Industry Data Secunity Standard
(PCIDSS) Certificafion (if applicable)

b} Payment Application Data Security Standard (PA-
D5S) Certification or Compliance with CBN [T
Standards for Solution Development (if applicable)

c) Payment Terminal Service Aggregator (FTSA) of
Payment Terminal Application Cerification

d) Other relevant cerifications

APPLICATION AND
LICENSING FEES

1. Mon-refundable applicaion fee of N100,000.00 (One
hundred thousand naira) payable to the CEN wia the
Licensing Fees for Payment Produets Account Mo
NGN140230083/AB.

2. Licensing fee of MN1,000,000.00 to be paid before the
issuance of the final licence, if successful.

LICENCE VALIDITY

1. Approvalan-Prnciple for six (6) Months
2. Commercial licence validity is as determined by the Bank

renewable upon satisfactory performance of operations.
3. Others, a5 advised from time fo ime.

"Flease clearly mark your submissions according fo the numbers above

™ An Independeant Non-Executive Director, is a member of the Board of Directors who has no direct
matenal refationship with the company or any of its officers, major shareholders, subsidianes and
affiliates; a relafionship which may impair the Director's abiity to make independent judgments or
compromise the director’s objectivity in line with Corporate Governance best practices.
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PAYMENT SOLUTION SERVICE PROVIDER (PSSP)

ELIGIBILITY Any corporate entity registered by the Corporate Affairs
Commission (CAC), with Memorandum and Ariicle of
Association (MEMART).

CAPITAL REQUIREMENT 1. N100,000,000.00 (sharcholders’ funds unimpaired by
losses)

2. Preceding 3-years audited financial statements of the
company (If applicable)
3. Escrow of refundable N100m into CBN PSP Share
Capital Deposit Account No. 1000014008
a) Deposit for escrow must be in full {one lump sum)
b) It must be made in the name of the company
applying for licence (not an individual or related
company)
¢} Escrowed funds are invested in freasury hills,
subject fo availability of freasury insfruments,
which would be refunded accordingly.

CONTACT Al written application should be addressed to the Direclor,
Fayments System Management Department, Central Bank of
Migeria, Abuja, accompanied by evidence of payments of
applicafion fee and other documentary requirements.

DOCUMENTARY REQUIREMENTS 1. Certificate of Incorporation of the company

2. Memorandum & Articles of Association (Mofe: the
object dause(s) must be RESTRICTED fo relevant
payments system activifies permitted by the Bank)

3. Form CAC 24 (Refurn on Allotment of shares)

Form CAG TA (Particulars of Directors)

3. Tax Clearance Cerificate for three (3) years of the
company (if applicable) and Taxpayer |dentification
Mumber (TIM} of company

6. The company's profile; defalling current fype of
business operation, products and services

-
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10.
11.
12.

13.

14.
15.

18.

Structure of holding company or parent company (if
applicable)
Details of ownership: private/public; ultimate parent;
any significant changes in ownership in the last two
years
Organogram
Total number of employees
Funcfional physical address, confact e-mails from
company’'s domain and telephone numbers
Board Sfructure — showing at a minimum Chairman,
CEOYMD, and at least, one (1) Independent Mon-
Executive Director and other Director(s)
Bank ‘erfication Mumber (BWN), Curmiculz Vitae
(CVs), proof of government issued identity (Mational
|dentification Number [MIN), International Passport,
Driver's Licence, Voter's Card) of Board and top
management team.
Details of current line of business (if applicable)
Business Plan, to include:

a. Mature of the business

b. Features of the scheme

¢. Secunties features that will be put in place

d. 5 years financial projections

e. Proposed schedule of charges

f. Profit sharing arrangement

g. Diagrammatic illustration of transaction flows

Information Technology policy of the company
including:

Privacy Policy

Informafion Cwnership/Disclosure/Loss Policy
Backup and Restore Policy

MNetwork Secunty Policy

Encrypfion Policy

Confidential Data Policy

Password Policy

Third Party Connection Policy

Incidence Response Policy

Physical Security Policy

TeTE e g n oo
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21.

17. Enterprise Risk Management Framework
18. Dispute Resolufion Framewark

19. Contingency  and  Disaster Recovery Plan
(Business Continurty Plan)

20. Duly executed agreements (drafts, as applicable) with
the following:

Technical partners
Farticipating banks
Merchants

Telcos

Amy other relevant party

[ =S <

Certifications:

a) Payment Card Indusfry Data Security
Standard (PCIDSS) Certification (if applicable)

b) Payment Application Data Secunty Standard
(PA-DSS) Certification or Compliance with
CBN IT Standards for Solution Development
(if applicable)

c) Payment Terminal Service Aggregator (FTSA)
of Payment Terminal Application Cerfification

d) Cther relevant certifications

AFPLICATION AND LICENSING
FEES

1. Mon-refundable application fee of N100,000.00 (One
hundred thousand naira) payable fo the CBN via the
Licensing Fees for Payment Produets Account No.
NGN140230083/ABJ.

2. Licensing fee of N1,000,000.00 to be paid before the
issuance of the final licence, if successful.

LICENCE VALIDITY

1. Approval-in-Principle for six (6) Months

2. Commercial licence validity is as determined by the
Bank renewable upon safisfactory performance of
operations.

3. Cthers, as advised from time to time.
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“Please clearly mark your submissions according fo the numbers above

** An Independent Non-Executive Director, is a member of the Board of Directors who has no direct
matenal refationship with the company or any of ifs officers, major shareholders, subsidianes and
affiliates; a relationship which may impair the Director's ability to make independent judgments or
compromise the director’s objectivity in line with Corporate Governance best practices.
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SUPER AGENT LICENCE

ELIGIBILITY

Any corporate enfity registered by the Corporate Affairs Commission (CAC),
with Memorandum and Aricle of Association (MEMART).

CAPITAL REQUIREMENT

1.
2.

3.

NS0,000,000.00 (shareholders’ funds unimpaired by losses)

Preceding 3-years audited financial statements of the company (If

applicable)

Escrow of refundable N50m into CBN PSP Share Capital Deposit

Account No. 1000014008

a) Deposit for escrow must be in full {one lump sum)

b} It mustbe made in the name of the company applying for licence
(not an indnadual or related company)

c) Escrowed funds are invested in treasury bills, subject to
availability of treasury instruments, which would be refunded
accordingly.

CONTACT All written application should be addressed to the Director, Payments System
Management Depariment, Central Bank of Migeria, Abuja, accompanied by
evidence of payments of applicaion fee and other documentary
requirements.

DOCUMENTARY 1. Certificate of Incorporation of the company

REQUIREMENTS

2.

Eali

10
1.

Memorandum & Articles of Associafion (Mote: the object dause(s)
must be RESTRICTED fo relevant payments system activities
permitted by the Bank)

Form CAG 24 (Return on Allotment of shares)

Form CAC TA (Particulars of Directors)

Tax Clearance Ceriificate for three (3) years of the company (if

applicable) and Taxpayer |dentification Number (TIN} of company

. The company's profile; detailling current type of business operation,

products and services

Siructure of holding company or parent company (if applicable)
Details of ownership: private/public; utimate parent, any significant
changes in ownership in the last two years

Total number of employees

Crganogram

Functional physical address, contact e-mails from company’s domain
and telephone numbers
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12

13

14.
15.

16

17.
18
19.
20.

Board Structure — showing at a minimum Chairman, CEQMD, and at
least, one (1) Independent Non-Execufive Direclor and other
Director(s)

Bank Verficaion Mumber (BVM), Curmicula Vitae (CVs), proof of
government issued identity (Mafional Identificaion Mumber (MIN),
International Passport, Driver's Licence, Voter's Card) of Board and
top management team.

Details of current line of business (if applicable)

Business Plan, to include:

Mature of the business

Features of the scheme

Securifies features that will be put in place

5 years financial projections

Proposed schedule of charges

Frofit shaning arrangement

Diagrammatic illustration of transaction flows

@ an oW

Information Technology policy of the company induding:
a. Privacy Policy

b. Information Camership/Cisclosure/Loss Folicy

¢. Backup and Restore Policy

d. Metwork Security Paolicy

e. Encryplion Policy

. Confidential Data Policy

g. Password Policy

h. Third Party Connection Policy

i. Incidence Response Policy

|- Physical Security Policy

Enterprise Hisk Management Framework

Dispute Resolution Framework

Confingency and Disaster Recovery Flan (Business Continuity Plan)
Duly executed agreements (drafis, as applicable) with the following:
Technical partners

Participating banks

Merchants

Telcos

Any other relevant party

oo o
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21.

22.
23

24,

25.

26.
27.
28.
29.

A document that shall oufline the strategy of the shared agent
network including current and potential engagements, geographical
spread and benefits {o be derived.

Must have a minimum of 50 agents

Qualifying critena for engaging agents e.g.

Outreach
Competence
Integrity
Others

an oo

Duly executed (drafts, as applicable) Service Level Agresments
(SLAs) with sub-agents and Financial Institution (F1) Agent Banking
Contract

Risk management, internal control, operafional procedures and any
other policy and procedures relevant fo the management of an
agent banking arangement.

Procedures for KYC and AML/CFT compliance

Fraud detection plan and standard of care

Consumer Protection Policy and Procedure Board Approval

PTSA's of Payment Terminal Application Certification

APPLICATION AND
LICENSING FEES

. Mon-refundable application fee of N100,000.00 (One hundred

thousand naira) payable to the CBN via the Licensing Fees for
FPayment Produets Account Mo. NGN14023008%/AB..

Licensing fee of N1,000,000.00 to be paid before the issuance of
the final licence, if successful.

LICENCE VALIDITY

Approvakin-Principle for six (8) Months

2. Commercial licence validity is as determined by the Bank renewsable

upon satisfactory performance of operations.
Others, as advisad from time to time.

“Please clearly mark your submissions according to the numbers above

** An Independeant Non-Executive Director, is a member of the Board of Directors who has no direct
matenal relationship with the company or any of its officars, major shareholders, subsidianes and
affiliates; a relationship which may impair the Director's ability fo make independent judgments or
compromise the director's objechivity in line with Corporate Governance best pracfices.
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CENTRAL BANK OF NIGERIA
Central Business District,

Cadastral Zone AD
: PM.B. 0187, Garki
PAYMENTS SYSTEM MANAGEMENT DEPARTMENT Abuja.
Tel: 09 462 38300, 02 462 38346
e-mail: psmd@zichn, gov.ng
website: www.chn.gov.ng
Ref: PSM/DIR/PUBICIR/02/001 February 17, 2021

CIRCULAR TO ALL DEPOSIT MONEY BANKS (DMBs) AND PAYMENT SERVICE
PROVIDERS (PSPs)

ISSUANCE OF REGULATORY MEWORK FOR OPEN BANKING IN NIGE

The Central Bank of Nigeria (CBN) in line with its mandate to promote financial system
stability, hereby issues the Regulatory Framework for Open Banking in Nigeria.

The framework establishes principles for data sharing across the banking and payments
ecosystem, which will promote innovation, broaden the range of financial products and
services, and deepen financial inclusion.

The regulatory framework stipulates, amongst others, data and Application
Programming Interface (API) access requirements, principles for AP, data, technical
design and information security specifications.

Operational guidelines related to the framework will be communicated in due course.

The CBN will continue to monitor industry developments and issue further guidance as
appmpria

Director, Payments System Management Department
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REGULATORY FRAMEWORK

FOR

OPEN BANKING IN NIGERIA

CENTRAL BANK OF NIGERIA

FEBRUARY 2021
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1.0 Introduction

The Central Bank of Nigena, in furtherance of its mandate for the stability of the
financial system and pursuant to its role in deepening the financial system,
developed the regulatory framework on open banking in Nigeria. Having observed
the growing integration of banks and other financial institutions with innovators in
the financial services space and the Increasing adoption of Application
Programming Interface (API) based integrations in the industry, it has become
expedient for the Bank to provide appropriate framework to regulate the practice.

The opportunities presented by Open Banking for enhancing financial inclusion,
improving competition in the financial services space and promoting efficient
services are compelling cases for the implementation of Open Banking in Nigeria.
The Bank is committed to adopting beneficial intemational standard practice in the
Migenan Banking Industry with due cognisance given to risk management and
applicability in the Nigerian environment.

Therefore, the Bank hereby issues the Regulatory Framework for Open Banking
in Nigena to foster the sharing and leveraging of customer-permissioned data by
banks with third party firms to build solutions and services that provide efficiency,
greater financial transparency and options for account holders and to enhance
access to financial services in Nigeria.

2.0 Objectives
The objectives of this framework are as follows:

i. To provide an enabling regulatory environment for provision of innovative
and customer-centric financial services through the safe utilisation and
exchange data and services;

ii. Todefine risk based data access levels and service categorisations towards
effective management of risk in the operation of open AFI;

iii. To outline baseline requirements and standards for the exchange of data
and services among participants in the financial services sector;

iv. To provide risk management guidance for operators in the financial services
space for leveraging data and APls in the provision of financial services,
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v. To promote competition in banking and other financial services and enhance
access to financial services.

3.0 Scope

The framework is specifically for banking and other related financial services as
follows:

i. Payments and remittance services
ii. Collection and Disbursement services
ili. Deposit-taking
iv. Credit
v.  Personal finance advisory and management
vi. Treasury Management
vii.  Credit ratings/scoring
vili. Mortgage
ix. Leasing/Hire purchase
¥.  Other services as may be determined by the Bank

4.0 Data and Service Categories

The framework provides for data that may be exchanged and corresponding API
services that may be implemented by and used by participants.

4.1 Categories

Open exchange of data and services through APls shall be according to the
following data and services categories:

i.  Product Information and Service Touchpeoints (PIST): This shall include
information on products provided by participants to their customers and
access points available for customers fo access services eqg.
ATM/POS/Agents locations, channels (website/app) addresses, institution
identifiers, service codes, fees, charges and quotes, rates, tenors, etc.

460



42

5.0

5.1

Market Insight Transactions (MIT): This shall include statistical data
aggregated on basis of products, service, segments, etc. It shall not be
associated to any individual customer or account. These data could be
exchanged at an organisational level or at an industry level.

Personal Information and Financial Transaction (PIFT): This shall
include data at individual customer level either on general information on the
customer (e.g. KYC data, total number or types of account held, etc) or data
on the customers transaction (e.g. balances, bills payments, loans,
repayments, recurring transactions on customer's accounts, etc)

Profile, Analytics and Scoring Transaction (PAST): This shall include

information on a customer which analyses, scores or give an opinion on a
customer e.g. credit score, income ratings etc.

Data and Service Risk Rating

S/N | Category Risk Rating
1. Product Information and Service Low
Touchpoints (FIST)

2. Market Insight Transactions (MIT) Moderate

3. Personal Information and Financial High
Transaction (PIFT)

4. Profile, Analytics and Scoring Transaction | High & Sensitive
(PAST)

Data and Service Access Governance

Risk Management (RM) Maturity Level and Data & Services Access
Level

Data and APl access requirements among participants shall be guided by

the following nsk management maturity levels of participants:
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Participants Category

RM  Maturity
Level

Access Level by Data and
Service Category

(Tier 0= 3)
1. Participants without | Tier 0 PIST and MIT
regulatory licence
2. Participants through CEN | Tier 1 PIST, MIT and PIFT
Regulatory Sandbox
3. Licenced Payments | Tier 2 PIST, MIT, PIFT and PAST
Service Providers and
OFls
4. Deposit Money Banks Tier 3 PIST, MIT, PIFT and PAST
5.2 Data and APl Access Requirements
521 Tier 0 Requirements

The on-boarding requirements for Tier 0 Participants shall be determined by
respective sponsoring Tier 2 or Tier 3 participants;

Upon on-boarding the Tier 0 Participant, the sponsoring Tier 2 or Tier 3
participants, within 3 working days of on-boarding the Tier ) participant shall
register the Tier 0 participant on the Open Banking Registry to be maintained
by the Central Bank of Nigeria;

The sponsoring Tier 2 or Tier 3 participants shall seek the registration of the
Tier 0 participants on the Open Banking Registry with a comprehensive risk
assessment report, duly signed by the Chief Risk Officer of the sponsoring
participant, carmed out on the Tier 0 participant.

5.2.2 Tier 1 Requirements

The admission into the CBN regulatory sandbox cohort shall be the primary
requirement for Tier 1 Participants;
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The Central Bank of Nigeria may, as deemed fit and on a case by case
basis, stipulate further requirements;

Tier 1 participant shall be listed on the Open Banking Reqgistry.

5.2.3 Tier 2 Requirements

524

The Tier 2 Participant shall hold a valid Licence from the Central Bank of
Nigena,

Satisfactory Risk Assessment Report by at least two (2) partner participants.
The report should address, the Know Your Partner (KYP) assessment in
respect of business & governance, financial strength analysis, control
environment assessment and risk management practices. The two partner
participants issuing the Risk Assessment Report shall include both Tier 2
and Tier 3 participants;

Tier 2 participant shall be listed on the Open Banking Registry

Tier 3 Requirements

The Tier 3 Participant shall hold a valid Licence from the Central Bank of
Nigena,

Satisfactory Risk Assessment Report by at least two (2) partner participants.
The report should address, the Know Your Partner (KYP) assessment in
respect of business & governance, financial strength analysis, control
environment assessment and risk management practices. The two pariner
participants issuing the Risk Assessment Report shall include both Tier 2
and Tier 3 participants;

Tier 3 participant shall be listed on the Open Banking Registry
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6.0 Guiding Principles for APl Specifications

The Central Bank of Nigena shall regulate the development of a common Banking
Industry APl standard with technical design standard, data standard, information
security standard and operational rules.

The development of a common APl standard by the industry and/or by participants
shall adhere to the following principles:

I.
ii.
.
v
V.
Vi
Wi

6.1

Openness: accessible to all interested and permissioned parties
Reusability: premised on existing standards and taxonomy of technology
Interoperability: supports exchange of objects across technologies,
platforms, and organisations

Modularity: loose coupling with provision for flexible integration
Robustness: scalable, improvable, evolvable and transparent
User-Centric: enhances user experience for consumers

Security: ensures data privacy and safe exchanges and transactions

Guidance on Technical Design Specifications

The development of technical design specifications shall take the following into
cognisance:

API Design model shall consider the Data and Service Risk Rating in the
choice of the appropriate model;

More secure APl design model shall apply to PIFT and PAST service

categories;

API Design Model shall make adequate provision for proper versioning and
change management.

Appendix 1 provides a list of standards that may be adopted in the technical design
specification.
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6.2 Guidance on Data Specifications

Appropriateness of data standard shall be benchmarked on industry wide
acceptability, international acceptance, adequate documentation and
customisability;

Data standard specifications shall take cognisance of data and service
category specified in this framework for appropriateness or fitness of use;

Appendix 1 provides a list of existing standards that may be adopted in the data
specifications.

6.3

Guidance on Information Security Specifications

Secunty specification for APls shall address, authentication, authorisation,
encryption, secure hosting and data integrity;

Strong authentication, authorisation, encryption, secure hosting and data

integrity shall be required for PIFT and PAST service categories;

Frivacy regulation shall be fully complied with in the design of secunty
architecture.

Appendix 1 provides a list of existing information secunty standards that may be
adopted in the information security specification.

6.4

Guidance on Operational Rules

Operational rules shall ensure open access rules and its consistent
application to all based on RM Matunty levels defined:

Data Access Agreement and Service Level Agreement among participants
shall be mandatory;
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7.0

7.1

Dispute resolution protocols among participants shall be codified for basic
operational issues;

Operational rules shall discourage dominant party and anti-competition
practices.
Roles and Responsibilities of Participants

Participants’ Roles

Participants may assume the following roles:

7.2

Provider: A provider is a participant that uses API to avail data or service
to another participant;

Consumer: A consumer is a participant that uses APl released by the
providers to access data or service;

Fintechs: Companies that provide innovative financial solutions, products
and services,

Developer Community: individuals and entities that develop APls for
participants based on requirements.

Participants®™ Responsibilities

The following are role-based responsibilities for participants:

7.2.1 Responsibilities of Providers

The Providers shall:

FPublish the APls and define requirements and technical guidelines. It is
recommended that the provider shall leverage the common Banking Industry
API Standard;

Define the data and services accessible through the APls;
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Vii.

viii.

Xii.

Xiii.

Xiv.

Comply with the provisions of this framewaork;

Establish Data Access Agreement and Service Level Agreements with other
participants;

Carry out Know Your Partner (KYP) due diligence on partner participants
which shall include a comprehensive risk assessment on the pariner
participant duly singed off by the Chief Risk Officer before executing
agreements specified in (iv) above,

Share responsibility with the partner participant for any loss to the end-user
which did not arise from the wilful negligence or fraudulent act of the end-
user,

Ensure that the partner participant that owns the customer interface obtains
consent of the end-user based on agreed protocals;

Certify that the partner participants define to the end-user in explicit terms
the implication of granting consents to it and give the end-user the option to
choose access rights to data granted the partner participant;

Carry out regular monitoring of the control environment of the partner
participants and revalidates the agreements in (iv) on an annual basis;

Without prejudice to (ix) subscribe to a common industry initiative for regular
monitoring and validation of participants;

Deploy and implement automated monitoring system for evaluation of the
vulnerability of its systems and environment to partner participant and for

the management of fraud or related risks;

Maintain logs on adoption and usage and other metrics on performance of
APls;

Specify risk metrics and thresholds, the breach of which could lead to a
review of the relationship with partner participants;

Matify the partner participant of intention to terminate relationship within
48hours of breaching the risk thresholds;
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Vil

Motify the Bank of any terminated relationships with partner participants
within 3 business days to update information in the Open Banking Registry
where necessary;

Comply with data privacy laws and regulations,

Maintain customer service/complaint desk on 24 hours/7 days a week
basis for financial institutions to resolve complaints of end-users.

7.2.2 Responsibilities of APl Users
AP Users shall:

Vi

Wil

vili.

Execute a Data Access Agreement and Service Level Agreement with
Frovider,

Adhere to the requirements and guidelines set by the Provider,;

Specify to the end-user the implications of the consent to be given and the
actions that may be performed on the account of the end-user;

Obtain consent of the end-user on each action that may be performed on
the account of the end user as specified by the provider;

Cooperate with the Provider for the regular monitoring of its control
environment;

Ensure an annual re-validation of the Data Access Agreement and Service
Level Agreement;

Implement any remedial actions as may be indicated by the Provider based
on vulnerabiliies discovered through the monitoring of its control
environment;

Collaborate effectively with the Provider to investigate any breach or fraud,

Comply with data privacy laws and all consumer protection regulations;

Maintain customer service/complaint desk on 24 hours/7 days a week basis
for financial institutions to resolve complaints of end-users;
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Xil.

Take all reasonable steps to ensure that the end user/customer understands
the implication and risk of his/her data to be shared,;

Comply with the provisions of this framework;

7.2.3 Responsibilities of Fintechs

Fintechs are usually consumers of APls, however this framework recognises that
there could be occasions for Fintechs to be Providers of APl Fintechs shall
therefore assume the responsibilities of either consumer or provider depending on
the role they play at any point in time.

In addition, Fintechs shall:

Vi

Ensure that it leverages API to innovate products and solutions that are
interoperable;

Avoid alteration of APls published by provider without consent of the
providers;

Any Modification of published AFls shall be based on the provisions of Data
Access Agreement or where necessary an addendum to the agreement. The
agreement shall specify nghts of the parties to the modified APl and
commercial terms;

Comply with data privacy laws and regulations;

Adhere to the provisions of this framework;

Maintain customer service/complaint desk on 24 hours/7 days a week basis
for financial institutions to resolve complaints of end-users.

7.2.4 Responsibilities of Developer Community

The Developer community are persons or entities that may provide programming
services for other participants. They shall:

Comply with the provisions of this framework;

469



ii. Execute service agreements with the pariner participant outlining the
participant’s business requirement and technical guidelines;

ii.  Employ secure coding and development standards and practices:

iv. Maintain strict avoidance of interaction with the production server of the
partner participant;

8.0 Responsibilities of the Central Bank of Nigeria
The Central Bank of Nigena shall be responsible for the following:

i. Issuance of the Regulatory Framework for Open Banking in Nigeria and its
review as it may deem necessary;

i. Owversight of the implementation and operations of Open Banking in Nigeria;
iii.  Enforcement of this framewaork;

iv. Arbitration of disputes among participants before any litigation or
commencement of Judicial process;

v. Application of the Consumer Protection Framework to Open Banking
Disputes with end-users;

vi. Facilitation of the following enablers:

a. Development of Common Banking Industry APl Standards within 12
months of the issuance of this framewaork;

b. Maintenance of Open Banking Registry.

9.0 Risk Management

Risk Management under the Open Banking Framewaork shall be the responsibility
of all participants. Therefore, participants shall:

i. Have information technology, information security policies and a risk
management framework that address APls;
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Vi

vii.

viii.

Xii.

xiii.

10.0

Designate a Chief Risk Officer who shall be responsible for implementing
effective internal control and risk management practices;

Maintain updated AP Risk catalogues:
Maintain APl Process Control Mapping and Risk Control Matrix;

Align incident management processes and procedures with partner
institutions clearly outlining responsibilities of each party;

Agree nsk management metrics and measurement procedures for APls
operations and deploy appropriate technology to monitor and report on the

metrics to pariners;

Submit to nsk assessment by pariner participants as provided in the
agreements;

Avail the Bank with risk assessment report on pariner participants and
provide the Bank with reports on the assessments of its control environment;

Collaborate with partner participants to ensure compliance with data privacy
laws and reqgulation;

Maintain updated data footprint mapping in conjunction with partner
participants;

Implement fraud monitoring systems and promptly exchange fraud
intelligence with partner participants;

Collaborate with partner participants on cyber risks;
Fromptly implement remedial measures to prevent, detect and manage

cyberattacks and frauds.

Customer Rights, Responsibility and Redress Mechanism

The customer is critical to the successful implementation of open banking.
Therefore, the protection of the customer shall be the responsibility of all
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participants. Participants are therefore required to adhere to the provisions of the
Consumer Protection Framework of the Bank in their dealings with customers.
Additionally, the following shall apply in the operation of the open banking:

Vi

Wi

wili.

The agreements presented to the customer by the participant shall be
simple, explicit and in the customer’s preferred language;

The agreement shall be presented to the customer's preferred form
including written, electronic, video or audio;,

Customer's consent shall be obtained in the same form the agreement was
presented and a copy of the consent of the customer shall be made available
to the customer and preserved by the participant;

The specific rights which the customer will be granting to the participant and
the implication of granting those rights to the participant shall be listed for
the customer to consent to separately for each right to be given to the
participant;

The consent of the customer shall be re-validated annually and where the
customer had not used the service of the partner for 180 days;

The responsibility of the customer for his/her protection shall be clearly
communicated to the customer at the on-boarding stage;

The participant shall avail the customer with secunty updates regularly in
his/her preferred form and language to help him or her conduct transactions
safely;

The customer shall adhere to procedures for authenticating transactions and
ensure that login and authentication details are not compromised through
negligence;

The customer shall comply with preventive protocols and security advise

provided by the participant and report any observed discrepancy in his'her
accounts or assets;

472



x. Participant and its partner shall be jointly responsible and bear liability for
any loss to the customer, except where the participant can prove wilful
negligence or fraudulent act against the customer;

APPENDIX 1

1. API DESIGN MODEL STANDARDS
+ Representational State Transfer (REST)
+ Simple Object Access Protocol (SOAP)

2. DATA STANDARDS
+ Open Financial Exchange (OFX)
+ eXiensible Business Reporting Language (XBRL)
+ |50 9735- Electronic Data Interchange for Administration, Commerce
and Transport (EDIFACT)
+ Financial product Markup Language (FpML)
+ Financial Information Exchange (FIX)
+ Market Data Definition Language (MDDL)
* Securty Assertion Markup Language (SAML) 2.0
 [SO 20022
+ Statistical Data and MetaData eXchange (SDMX)

3. INFORMATION SECURITY STANDARDS
s Authentication:
oOAuth 2.0
= OpenlD Connect
o FAPI
o Securty Assertion Markup Language (SAML) 2.0

= Authorisation
o OAuth 2.0
oS0 10181-3 — Access Control Framework
o FAPI
* Encryption
o Transport Layer Securnty (TLS)v 1.2
o RSA Public/Private Key
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oAES

oSecure File Transfer Protocol (SFTP)
Data Integrity

oJSON Web Token (JWT)

o WS-Security

oKeyed Hash Message Authentication Code (HMAC)
Secure Hosting

o150 27001

o150 22301

oPCI DSS
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FRAMEWORK FOR QUICK RESPONSE (QR) CODE PAYMENTS IN
NIGERIA

JANUARY 2021
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1.0 Introduction

In furtherance of its mandates to, ensure the safety and stability of the Nigerian
Financial System, promote the use and adoption of electronic payments and foster
innovation in the payments system, the Central Bank of Nigeria hereby issues the
Framework for Quick Response (QR) Code Payments in Migeria.

Quick Response (QR) Codes are a kind of matrix barcode representing information
presented as square grids, made up of black squares against a contrasting
background, that can be scanned by imaging device, processed and transmitted
by appropriate technology.

These codes can be used to present, capture and transmit payments information
across payments infrastructure. The technology further enables the mobile
channel to facilitate payments and presents ancther veritable avenue for promoting
electronic payments for micro and small enterprises.

2.0 Scope and Objectives

This framework provides regulatory guidance for the operation of QR Code
payment services in Nigena. It aims to ensure the adoption of appropriate QR code
standards for safe and efficient payments services in Nigeria. The framework
therefore stipulates:

i. Acceptable QR Code Standards for implementing QR Payments in Nigeria;
ii. Interoperability of QR Payments in Nigeria;
ii. Roles and Responsibilities of Participants in QR Payments in Nigena;

iv. Risk management principles for QR code Payments in Nigeria

3.0 QR Code Specifications for Payments in Nigeria

Implementation of QR Code for payments in Nigeria shall be within the following
specifications:

3.1 QR Code Payments in Nigeria shall be based on the EMV® QR Code
Specification for Payment Systems;
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4.0

The Bank may also approve the implementation of any other QR Code
Standard, provided it meets the prescribed security requirements within the
framework, demonstrates interoperability with other existing implementation
in the industry and/or cost benefits to end-users (merchants and customers);

QR Code Payments implementation in Nigeria shall support account, wallet,
card and token based QR Code Operations;

Implementation of QR Code for payments in Migeria shall be based on the
Merchant-presented mode (where merchanis present the QR Code for
buyers to accept in order to conclude payment transactions) specification;

Participants in QR Code Payment in Nigeria

Participants in QR Code Payment in Nigeria include;

5.0

Merchants
Customers

jii. I1ssuers (Banks, MMOs and Other Financial Institutions)
iv. Acquirers (Banks, MMOs and Other Financial Institutions)
v. Payments Service Providers

Responsibilities of Participants in QR Code Payments in Nigeria

Merchants shall
a. Use and display only approved QR Codes in Nigeria;

b. Comply with service agreements executed with the acquirer;

c. Cooperate with acquirer fo investigate any reported fraudulent
transaction;

d. Report suspicious use of QR Codes for payments to the acquirer;
e. Conform with the rules and regulation of the acquirer;

f. Be guided by the extant CBN Guidelines on Electronic Payments
Channels in Nigeria, Guide to charges by banks, other financial and non-
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bank financial institutions, and other applicable regulation as may be
issued by the Bank.

ii. Customers shall;

d.

Use QR Code payments applications availed by the issuer and for
intended purpose without modifications, at merchant
locations/websites/applications;

Consumer shall adhere to all minimum security guidelines as stipulated
by the issuer;

Report inappropriate/unauthorised QR Code Payment transaction on
their accounts/wallets.

Issuers (Banks, MMOs and Other Financial Institutions) shall:

d.

Provide QR Code Payment application to customers upon request and
activation by customer,;

. Execute service agreement with their customers;

. Comply with Card Scheme Rules (where applicable);

. Determine and agree appropriate transaction limits with customers for

QR Code Payments based on their customers’ risk profile assessment;

. Ensure appropriate configurations on QR Code Payment application that

use QR codes for payments in conformity and compliance with
requirements of QR Code regulations;

Deploy necessary updates and patches on its QR Code Payment
application and ensure the customer is unable to initiate transaction
through the older version of the application where the customer fails to
apply the update within 14 days of the availability of the update or patch;

. Without prejudice to (f) above, issuers may induce an automatic update

of the customer's application where applicable;

Provide adequate training, support and security guidelines to customers
on the use of QR code for payments;
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Ensure security of QR Code payment application for QR Code payments;

Resolve customers dispute in accordance with the CBN Consumer
Protection Regulation.

Be guided by the extant CBMN Guidelines on Electronic Payments
Channels in Nigeria, Guide to charges by banks, other financial and non-
bank financial institutions, and other applicable regulation as may be
issued by the Bank.

iv. Acquirers shall

d.

b.

Execute service agreement with merchants;

Determine and agree appropriate transaction limits with merchants for
accepting QR Code Payments based on its risk profile assessment of the
merchant;

Ensure appropriate configurations and use of QR codes at Merchant
location/website/applications  in  conformity and compliance with
requirements of QR Scheme(s) and QR Code regulations;

. Ensure that appropriate security protocols are applied.

Provide adequate training, support and security guidelines to merchants
on the use of QR code for payments;

Ensure that hardware, software, protocols used for QR Code for
payments are in conformity with the requirements of operations of QR

Code payments regulations;

Give merchants value for QR Code transaction within T+1 or as may be
agreed with the merchant;

Be guided by the extant CBM Guidelines on Electronic Payments
Channels in Nigeria, Guide to charges by banks, other financial and non-
bank financial institutions, and other applicable regulation as may be
issued by the Bank.
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V.

6.0

Other Payments Service Providers (Switches & PSSPs) shall;

a. Support processing and settlement for all issuers and acquirers;

b. Facilitate interoperability of QR Code Payments for all issuers and

acquirers;

c. Ensure full compliance with this Framework and other extant guidelines

on electronic payments and transaction processing.

Interoperability

All issuers, acquirers, switches, processors and other participants in QR payments
in Nigeria shall ensure full interoperability of QR Code Schemes in Nigeria.

7.0

Risk management and compliance

The following risk management principles shall guide the operations of QR Code
Payments in Nigeria:

d.

Issuers and acquirers shall clearly define risk management policy and
guidelines for the operation of the QR Code Scheme. The risk management
guidelines shall include detailed stipulation of the responsibilities of all
participants for managing risk;

. QR Codes shall, at a minimum, be encrypted (AES) and/or signed;

QR Codes Payments applications, updates and patches shall be duly
certified by the Payment Terminal Service Aggregator (PTSA);

Issuers and Acquirers, shall agree minimum due diligence guidance for
merchant on-boarding without prejudice to the KYC/AML requirements of
the Bank;

. Issuers and Acquirers shall ensure that only PTSA certified QR Code shall

be utilised;

Issuers and Acquirers shall ensure behavioural monitoring and fraud
management systems are implemented to prevent, detect and mitigate
fraud and money laundering;
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g. Issuers shall have the overall responsibilities for managing fraud risk and
shall coordinate all participants towards managing fraud in its scheme;

h. Issuers shall provide quarterly risk management assessment report to the
Director, Payments System Management Department. The risk

management assessment report shall include among others fraud report,
vulnerabilities assessment and risk mitigating measures introduced.

8.0 Dispute Resolution

All consumer complaints shall be resolved in accordance with the CBN
Consumer Protection Regulation.

9.0 Infringements and Sanctions

All parties shall comply with the provisions of this framework and other
relevant guidelines issued by the CBM. The Bank shall apply appropriate
sanctions to any party that fails to comply accordingly.

January 2021
Central Bank of Nigeria, Abuja
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1.0 INTRODUCTION

In view of increasing consumer appetite for payment solutions and emerging disruptive
technology in the financial services space, the Central Bank of Nigena (CBN) has
deemed it pertinent to ensure new and more flexible ways of engaging with the industry.
One of the options being the use of a Regulatory Sandbox which is a formal process for
firns to conduct live tests of new, innovative products, services, delivery channels, or
business models in a controlled environment, with regulatory oversight, subject to
appropriate conditions and safeguards. This would enable the Bank stay abreast of
innovations while promoting a safe, reliable and efficient Payments System to foster
innovation without compromising on the delivery of its mandate.

This Framework, therefore, defines the establishment, rules and operations of a
Regulatory Sandbox for the Migerian Payments System to promote effective competition,
embrace new technology, encourage Financial Inclusion and improve customer
experience, with a view to engendering public confidence in the Financial System.

1.1 OBJECTIVES
The objectives of the Regulatory Sandbox Operation in Nigena are as follows:

i. To increase the potential for innovative business models that advance financial
inclusion;

ii. Toreduce time-to-market for innovative products, senvices, and business models;

ii. Toincrease competition, widen consumers’ choice and lower costs;

iv. To ensure appropriate consumer protection safeguards in innovative products;

v. To clearly define the roles and responsibilities of stakeholders and the operations
of the Sandbox for the Nigerian Payments System industry;

vi. To ensure adequate provisions in regulations to create an enabling environment
for innovation without compromising on safety for consumers and the overall
payments system; and

vii. To provide an avenue for regulatory engagement with FinTech firms in the
payment space, while contributing to economic growth.

1.2 SCOPE

The Framework provides standards for the operations of a Regulatory Sandbox, and
prescrbes the processes and procadures for analyzing, collecting, updating, integrating,
and storing of consumer data and information.

The Sandbox encourages innovation that can improve the design and delivery of payment
services and is therefore, also suitable for proposed products, services or solutions that
are either not contemplated under the prevailing laws and regulations, or do not precisely
align with existing regulations.
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The CBN reserves the night to provide further support by relaxing specific regulations
within the period of operations in the sandbox. Upon completion and on exiting the
sandbox, the successful entity is expected to meet relevant legal and regulatory
requirements.

Innovative products or services previously rejected shall be considered for sandbox trials
on a case by case basis. However, products and senvices that are outrightly unlawful
under the laws of the Federal Republic of Nigena shall not qualify for sandbox trials.

1.3 ELIGIBILITY OF SANDBOX PARTICIPANTS
The eligibility criteria for applicants is as follows:
(a) The product, service or solution is innovative with clear potential(s) to:

i. Improve accessibility, customer choices, efficiency, security and quality in the
provision of financial services; or

ii. Enhance the efficiency and effectiveness of Nigerian Financial Institutions
management of nsks; or

ii. Address gapsinor open up new opportunities for financial benefits or investments
in the Nigenan economy.

(b) Ensure that applicants will provide the proposed project within a limited transaction
{value and volume) for better nsk management and mitigation. The limits shall not be
exceeded during the testing period.

(c) The applicant has conducted an adequate and appropriate assessment to
demonstrate the usefulness and functionality of the product, service or solution and
identified the associated risks which should be devoid of adverse effect to existing
structures and consumer experience;

(d) The applicant has the necessary resources to support testing in the sandbox. This
includes the required resources and expertise to mifigate and control potential risks
and losses ansing from offering of the product, service or solution;

(&) The applicant should have a business plan to show that the product, service or solution
can be successfully deployed after exit from the sandbox;

1.4 PARTICIPANTS IN THE SANDBOX OPERATIONS

The Sandbox application process is open to both existing CBN licensees (financial
institutions with FinTech initiatives) and other local companies. The latter may include
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financial sector companies as well as technology and telecom companies intending to
test an innovative payments product or service industry deemed acceptable by the CBN.

Others that can also apply indude: Those proposing non-regulated financial products
and services using emerging technologies, i.e., Innovators whose proposed solution
involves technologies which are currently not covered under existing CEN regulations.

1.5 RISK ASSESSMENTS AND SAFEGUARDS

1.5.1 An applicant shall identify the potential risks to financial insfitutions and financial
consumers that may anse from the testing of the product, service or solution in the
sandbox and propose appropriate safeqguards to address the identified risks.

1.5.2 In assessing the risks and evaluating the proposed safeguards, the Bank will give
due regard to the following:

a. Preserving sound financial and business practices consistent with monetary and
financial stability;
Promoting the fair treatment of consumers;
Compliance with AML/CFT regulations;
Protecting the confidentiality of customer information;
Promoting the safety, reliability and efficiency of payment systems and payment
instruments;
f. Encouraging healthy competition for financial products and services.

L =~ T -

2.0 APPLICATION AND APPROVAL REQUIREMENTS

Applications to the sandbox process would involve an invitation placed on the CBN
website, and local newspaper advertisement. The details of the advert would include
the minimum eligibility critenia to shortlist applicants who gqualify to be absorbed into
the sandbox. Receipt of application shall be acknowledged to applicants within 5
working days after submission.

Firms wishing fo enter into the CBN's Regulatory Sandbox shall apply to the CBMN
through the Regulatory Sandbox online application platform accessed wia the CBN's
official email address - Sandbox@cbn.gov.ng . The application must be submitted with
a cover letter signed by an authorised signatory of the entity and addressed to the
Director, Payments System Management Department, Central Bank of Nigeria, Abuja.

The Bank will inform an applicant of its eligibility and approval to paricipate in the
sandbox, 45 working days after the closure of the application window. A Letter of
Approval (LoA) would be issued to the Innovator which would allow Sandbox
participants to test their innovation upon entry into the sandbox.
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2.1 DOCUMENTARY REQUIREMENTS

All application trials into the Sandbox shall be accompanied with the following:

vil.
Vil

Vil

¥i.
Xii.

i,

Board Approval (where applicable)
Certificate of Incorporation

The company profile and functional contact: e-mails, telephone numbers, office
and postal addresses

Memorandum of Association Shareholding structure of the Company
Forms CAC 1.1 (Application for Registration)

CVs of Board and Management of the Company

Organogram of the Company

Praoject plan alongside a detailed business proposal

Key outcomes that the testing is intended to achieve

A document that shall outline the strategy of the sandbox tnals including current
and potential engagements, geographical spread and benefits to be derived

AML/CFT Policy
Ewvidence of patent certificates or registration of patent nghts, where applicable

All firms shall supply any other information that the CBN may require from time-
fo-time.

3.0 OPERATIONAL REQUIREMENTS

The CBM operational requirements of the Sandbox would cover, at least, the following
phases:

1. Filing requirements.

2. Reporting requirements while in the Sandbox.

3. BExit conditions and approval for expiration, and/or

4. Evaluation and Review of an approval.
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3.1, HLING REQUIREMENTS

3.1.1 After the issuance of Lefter of Approval, the Bank will engage the admitted
participants on the following:

4.

C.

d.

Testing parameters such as the scope and duration of the test, regulatory
flexibilities requestad and frequency of reporting;

Specific measures to determine the success or failure of the test at the end of the
testing penod;

An exdt strategy should the test fail; and

The next steps the fimn would take if the test is successful.

3.1.2 In addition to the above, participants prior to entry, shall include the following in
the filing requirements:

4.

A brief description of the Participant’s organization, including its financial standing,
technical and business domain expertise;

A brief descnption of the financial service to be expenmented on, in the Sandbox;

. A description of how the Participant has met the Eligibility Criteria described in

Section 1.3 with supporting evidencs;

. A disclosure of the boundary conditions for the Sandbox such as start and end

dates, target volunteer customer types, customer limits, transaction thresholds,
cash holding limits, and so on;

An assessment of the Participant's readiness for festing which shall include
customer safequards and testing plans;

Test scenaros shall include a quantification of the maximum potential direct and
indirect losses and impact of the experiment;

A description of the customer communications plan, shall include rigk disclosures
and matenal information about the company and the Sandbox;

. A descnption of the targets and key performance indicators, which will be used to

determine the success of the experiment;

A description of information and cyber security and other relevant measures taken
by the Participant to ensure maintaining safety of the solution;
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J- A descrption of any third-party outsourcing amangement including the due
diligence conducted by the Participant on the third party to ensure information and
cyber secunty; and

k. An assessment of the exit plan, scale-up and deployment strategy, along with an
assessment of the timeline and gaps if any in meeting any heightened legal and
requlatory requirements after exiting the Sandbox.

3.2. REPORTING REQUIREMENTS WHILE IN THE SANDBOX

1. Entities shall put in place testing parameters to limit nisks to the financial system and
for the consumers, while achieving effective testing processes.

2. The participants shall set consumer protection safeguards, to guarantee consumer
protection. Consequently, consumers participating in the testing phase need to be
made aware of their nights and especially, be provided with information and contact
details of the sandbox to report any complaint or problem they expenence.

3. The participants shall ensure proper maintenance of records during the testing penod
for a maximum of 5 years, to support reviews of the test by the Bank.

4. The participant shall submit penodic reports to the Bank on the progress of the test,
which includes information on the following:

a) Key performance indicators, key milestones and statistical information;
b) Key issues ansing as observed from fraud or operational incident reports;
c) An updated risk register including possibility and treatment of any emerging risk(s);

d) Details on any audits conducted (and where applicable, submission of signed audit
reports;

e) Customer satisfaction report, including complaints — if any:

f) A detailed log of operational or technical incidents — (if any) and steps taken fo
address the same; and

q) Actions or steps taken to address the key issues referred to in Section 3.1.

5. The participants shall submit a final report containing the following information to the
Bank within 30 calendar days from the expiry of the testing period:

(a) Key outcomes, key perfformance indicators against agreed measures for the success
or failure of the test and findings of the test;
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(b) A full account of all incident reports and resolution of customer complaints; and

(c) In the case of a failed or unsuccessful test, lessons leamnt from the test and how the
firm tends to wind down the test.

6. The periedic and final reports shall be confirmed by the Chief Executive Officer (CEQ)
of the company.

3.3 CONDITIONS FOR EXTENSION AND EXIT FROM THE SANBOX

1. The application should explicitly indicate the imitial testing timeline (in months) for the
proposed test. To extend the testing penod, a wntten application must be submitted by
the participants to the Bank no later than 30 calendar days before the expiry of the testing
period.

2. The application should state the additional time required and clearly explain reasons
for requiring the extension.

3. To minimize market distortion, the Bank will not generally approve a protracted
extension of the testing penod unless the solution has been tested positively in general
and it can be demonstrated that the extended testing is necessary to respond to specific
issues or risks identified during initial testing.

4. Upon the completion of a sandbox test, the Bank will decide whether the product,
senvice or solution should be introduced into the market.

5. Innovators must compare the results of their test against its original objectives and
specify whether and how they intend to scale-up the technology tested: e.g., direct to
consumers or, licensing it to other firms, or establishing new partnerships with other CBN-
licensed fims, etc.

6. The Bank may also prohibit deployment of the product, service or solution in the market
upon the completion of the testing due to the following reasons:

(a) In the event of an unsuccessful testing based on agreed test measures; or

(b) The product, service or solution has unintended negative consequences for the public
and/or financial stability.

7. Where a participant opts to discontinue in the sandbox, it may do so in writing, seeking
the consent of the Bank. The Bank's consent shall be based on the effective closure of
any outstanding regulatory obligations and consumer related matters, that may have
arisen from the participant's sandbox operations.
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8. The Bank may provide support for a successful participant for the purpose of obtaining
requisite licence in the following ways:

a) Providing guidance in filing their applications for licence.

b) Advising on options for addressing identified nsk issues.

3.4 EVALUATION AND REVIEW OF AN APPROVAL

3.4.1 The CBN may evaluate and review an approval to participate in the sandbox at any
time before the end of the testing period if the participant:

(a) Fails to carmry out the safeguards referred to in Sections 1.5 and 7.0.

(b) Submits false, misleading or inaccurate information, or has concealed or failed to
disclose material facts in its application;

(c) Contravenes any applicable law administered by the Bank or any applicable law in
Migena or abroad which may affect the parficipant's integnrity and reputation;

(d) Is undergoing or has gone into liquidation;
(e) Breaches data secunty and confidential requirements;
(f) Carries on business in a manner detimental to consumers or the public at large; or

(g) Fails to effectively address any technical defects, flaws or vulnerabilities in the product,
service or solution which gives rise to recurring service disruptions or fraud incidents.

3.4.2 Before reviewing an approval to participate in the sandbox, the Bank will:

(a) Give the participant 45 days’ notice in wnting of its intention to review the approval;
and provide an opportunity for the participant to respond to the Bank on the grounds for
review.

(b) Where any delay in reviewing the approval would be detrimental to the interests of the
participant, their customers, the financial system or the public generally, the CBN may
review the approval immediately and provide the opportunity for paricipant to respond
after the effective date of review. If the response is accepted by the Bank, the Bank may
reinstate the approval to participate in the sandbox.

3.4.3 Upon the review and evaluation of an approval, the participant must:

(a) Immediately implement its exit plan to cease the provision of the product, service or
solution to new and existing consumers;
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(b) Provide notification to customers informing them of the cessation and their nghts to
redress where relevant;

(c) Comply with obligations imposed by the CBN to dispose of all confidential information
including customer personal information collected over the duration of the testing;

(d) Submit a report to the Bank on the actions taken within 30 working days after review.

4.0 SANDBOX COHORTS

The term cohort refers to the group of innovators that share the charactenstic of having
been allowed to enter the Sandbox at the same time for the same period.

There will be one cohort per year named after the year in which the cohort was accepted
(for example: 2019 Cohort). Application windows for a given cohort as well as list of the
firms included in that cohort would be published on the Bank's website.

The number of innovators to be accepted into a cohort is a function of the Bank's resource
capacity to support innovators. Typically, a cohort will be made up of a predetermined
number of innovators, as the type of innovators to be accepted into a cohort is based on
the sandbox eligibility criteria and on the sandbox strategic objectives.

5.0 RESPONSIBILITIES OF THE CENTRAL BANK OF NIGERIA

The CEM shall be responsible for:

I. Issuance of the Regulatory Framework for Sandbox Operations;
ii. Admitting all eligible participants into the Sandbox process;
iii. lssuance of a Letter of Approval (LoA) for entry into the sandbox;

iv. Communication of the Bank’s decision on the outcome of the paricipants in the
sandbox test:

v. lssuance of an ApprovalHin-Principle (AIP) in order to deploy its digital solution to the
market, subject to the participants being able to meet CBN's licensing requirements;

vi. Ensuring that the objectives of the Sandbox are fully achieved;
vil. Conducting oversight on Sandbox participants’ operations and systems;
vili. Monitoring other stakeholders to ensure compliance;

ix. lssuing circulars to regulated institutions on the operations of the Sandbox;
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x. Reviewing this framework for the operations of the Sandbox from time to time;
xi. Apply appropnate sanctions for non-compliance where needed;

xil. The Director, Fayments System Management Department of the CBN shall review
cases refemed to it before issuance of an operating licence or a formal clearance to
an entity/participant for the purpose of delisting from the Sandbox.

6.0 RESPONSIBILITIES OF PARTICIPANTS
The participants in the Sandbox shall:

i. Be responsible for monitoring and supenvising the activities of its operations and
staff.

ii.  Have information on the tests camed out for each type of service or innovation;

iii.  Monitor effective compliance with set limits and establish other prudential
measures in - each case;

iv. Take all other measures to enable it to operate strictly within the requirements of
this Framework.

v. May leverage APls available from other CBN licensed institution’s innovation
sandboxes.

The Bank encourages innovation; thus, participants may leverage the sandbox of other
requlators to the extent of the segment of their products that falls within the junsdiction of
the other regulator.

7.0 POSITIONING OF CUSTOMER SAFEGUARDS

As part of the evaluation phase, the Bank and Innovator shall agree on the set of
consumer safeguards in order to mitigate the risk to consumers participating in the testing
exercise. While the measures are bespoke to each test, it will depend on the nature of
the risks identified, and will be proportionate to the impact and probability of the risks
occurmng or causing consumer disadvantage.

While the list is inexhaustive, below are examples:

i.  Limitations on the number and type of customer(s)/clients that will participate in
the test.

ii.  Limitations on the type and size of transactions.

li. Extra requirements related to the participants Fintech company handling and
protecting of consumer data, in line with extant laws and regulations.
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iv. Providing adequate disclosure of the potential nsks to customers participating in
the sandbox and confimation from such customers that they fully understand and
accept the attendant nsks.

v.  Limiting the duration of the testing period to a maximum of six (6) months cohort
basis, or promptly asking for an extension when needed.

vi. Providing a consumer redress mechanism, including the possibility for financial
compensation for sandbox paricipants whose data may be harmed in a test under
clearly specified circumstances; the Bank shall review all cases handled through
the Consumer Fedress Mechanism handled by the participant to measure
faimess.

vil.  In the event the customer is not satisfied with a resolution of the participant, such
issues may be escalated to the Sandbox Innovation Office.

vii.  Commiting adequate and competent resources to undertake the testing and
implement nsk mitigation solutions that have been proven to be effective in
containing the consequences of failure.

ix. Requirements to carry out system penetration simulations.

x.  Requirements to obtain consumers’ prior verifiable consent to the participation in
the test.

%. Restriction or prohibition to hold or control client money or financial assets.

xi.  Sandbox participants should allow its customers opt out of the test provided they
abide with disclosure non-disclosure agreements.

8.0 CONFIDENTIALITY

. Participants shall decide which ideas to discuss, and the extent of details to be disclosed
to other participants in the Sandbox.

. Participants are required to keep confidential all information disclosed by one party (the
Disclosing Participant) to the other participant (the Recaiving Participant) during Sandbox
events, whether that information is disclosad verbally, in wnting or in any other form and
whether or not expressly stated to be confidential (confidential information).

. The Receiving Participant shall not use the corfidential information of any Disclosing
Farticipant to develop content, products, services, technologies or applications, or
othermise other than with the consent of the Disclosing Participant concemed.

. If requested by the Disclosing Participant, the Receiving Participant shall destroy or retum
all the confidential information disclosed during the Sandbox operations.
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5. For the purposes of this Section, confidential information will not include information that
is publicly available or has been independenfly developed without reference to the
confidential information shared within the Sandbox, as demonstrated by reasonable
written evidence.

6. The copyright, database nghts, frade marks, designs, patents and other intellectual
property (IF) ansing in any confidential information existing prior to commencement of the
Sandbox operations, or subsequently created exclusively by any participant (without
reference to the confidential information of, or assistance from, other participants), shall
be owned exclusively by that participant.

7. IP created by any participant by reference to the confidential information of, or in
conjunction with, other participants shall be owned jointly by those paricipants. This
means that the affected participants will not be able to copy, use or exploit that joint IP
without the consant of the others involved in creating that joint IP.

8. Participants shall be aware that disclosures of a detailed nature relating to new inventions
may prejudice the ability to obtain patent protection for these inventions at a later date.
To that end, whilst participants are encouraged to share and shape ideas, detailed
disclosures relating to processes or specifications should be reserved unfil the IP is
registered and protected.

Address all enquiries to:

The Director,

Payments System Management Department,
Central Bank of Nigena, Corporate Headquarters
Central Business Distnict, Abuja.

Tel. No: +234{0)946238346

PAYMENTS SYSTEM MANAGEMENT DEPARTMENT
JANUARY 2021
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GLOSSARY OF TEEMS

Sandbox: a sandbox is a closed testing environment designed for experimenting safely
with web or software projects.

Participants: Paricipants are those given a Letter of Approval (LoA) to participate in the
Sandbox.

Letter of Approval (LoA): This is a Letter issued to the Innovator which would allow
Sandbox participants to test their innovation upon entry into the sandbox.

Cohort: itis the group of innovators that share the charactenstics of having been allowed
into the sandbox at the same time or period.

Customer Safeguards: are a set of prohibitions, limitations and conditions that the Bank
may ask the innovator to put in place in order to ensure an appropriate degree of customer
protection, as well as the integrity and soundness of the financial services market
throughout the test penod.

FinTech: technology-enabled innovation in financial services that could result in new
business models, applications, processes or products with an associated matenal effect
on the provision of financial servicas.

The Bank: this refers to The Central Bank of Migena (CBM)

496



CENTRAL BANK OF NIGERIA
Central Business District,

Cadasiral Zone AQ
i PMB. 0187, Garki
PAYMENTS SYSTEM MANAGEMENT DEPARTMENT Abuja.
Tel: 09 462 38300, (4 462 38346
e-mail: psmdi@ichn. gov.ng
website: www.chn.gov.ng
PSM/DIR/CON/CWO/16/126 December 18, 2020

TO: ALL DEPOSIT MONEY BANKS (DMBs), PAYMENT SERVICE PROVIDERS (P5Ps)
AND INTERNATIONAL MONEY TRANSFER OPERATORS (IMTOs)

Dear SirfMa,

RECEIPT OF DIASPORA REMITTANCES: ADDITIONAL OPERATIONAL
GUIDELINES 2

Further to the circular to IMTOs and PSPs on "Receipt of Diaspora Remittances:
Additional Operational Guidelines”, referenced PSM/DIR/CON/CWO/16/119 and
dated December 16, 2020, the Central Bank of Nigeria further directs as follows:

1. DMBs are to close all Naira accounts for IMTOs. This is to ensure that all
diaspora remittances are received by beneficiaries in foreign currency only
{cash andfor transfers to domiciliary accounts of recipients)

2. DMBs are permitted to open new Opex accounts for the purposes of the IMTO
operations, such as salary payments and other operating expenses excluding
diaspora remittance receipts.

3. DMBs must ensure that proper audit of IMTO accounts is done to forestall
further use of Naira accounts for diaspora remittance purposes.

This takes effect immediately.

Please ensure strict compliance and be guided accordingly.

SN
)
‘@%ﬁ '\I

DI’ﬁactnr, Banking Supervision Di m ayments System Management
Department Department
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CENTRAL BANK OF NIGERIA
Central Business District,

Cadastral Zone AQ

PM.B. 0187, Garki

PAYMENTS SYSTEM MANAGEMENT DEPARTMENT Abuja.

Tel: 049 462 38300, 09 467 38346

e-mail: pamdicchn gov.ang

wehsite: www.chn.gov.ng

PSM/DIR/CON/CWO/16/119 December 16, 2020

TO: Circular to International Money Transfer Operators (IMTOs) and Payment Service
Providers (PSPs)

Dear SiriMa,

RECEIPT OF DIASPORA REMITTANCES: ADDITIONAL OPERATIONAL
GUIDELINES

Following the recent policy pronouncements on amendments to procedures
for receipt of diaspora remittances, the Central Bank of Nigeria (CBN) notes
material compliance by majority of market participants as beneficiaries of
remittances through IMTOs now receive foreign currency through their
designated banks. However and regrettabiy, a few operators continue to pay
remittances in local currency contrary to the regulatory directive. The CBN
frowns at this practice.

In the light of this, the CBN hereby provides the following additional operational
guiderines:

1. Switches and Processors should immediately cease all local currency
transfers in respect of foreign remittances through IMTOs.

2. Al MMOs are required to immediately disable wallets from receipt of
funds from IMTOs.

3. Payment service providers are directed to cease integrating their

systerns with IMTOs going forward and must prevent comingling of
remittances with other legitimate transactions.
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4. All IMTOs are required to immediately disclose to beneficiaries that they
exercise discretion to receive transfer in foreign currency cash or directly
into their domiciliary accounts.

5. A central reporting portal for all foreign remittances to be managed by
the Nigerian Interbank Settlement System (NIBSS) is currently under
development to improve visibility of foreign remittance flows.

All licensed institutions are required to comply with the foregoing guidelines as
contraventions will attract stiff regulatory sanction including revocation of
license.

The CBN remains committed to promoting transparency in the administration

of diaspora remittances into Nigeria and will continue to enforce policies that
will stabilize and deepen the Nigeria foreign exchange market.

o~ -

Director, Trade and Exchange r, Payments System Management
Department Department
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CENTRAL BANK OF NIGERITA
Central Business District,
Cudostrad Zone AQ

P.MLB. OIRT. Garks

PAYMENTS SYSTEM MANAGEMENT DEPARTMESNT Abuj.
Tol U302 1100 8 38T 3K i4n

eomatl pemidis B govng

websiie: wuwi cbn govng

PSWCIR/GEN/CIR/01/22 9" December 2020

To: Circular to all Payment Service Providers. Banks and Other Financial
Institutions.

NEW_LICENCE C RISATIONS THE NIGERIAN PAYMENT
SYSTEM

The Central Bank of Nigeria (CBN) in line with its commitment to promote a
strong and credible payment system has approved new licence categonsations
for the paymenis system,

The new licersing framework, details of which are provided in Appendix 1. offers
clarity for new and existing market participants given the significant evolution and
innevation in the Nigerian payments system.

All payment service providers and other stakeholders are invited o note the
following in this regargd:

i Payments system licensing has been streamlined according fto
permissible activities in four broad categories

1]

Switching and Processing

b. Mobile Money Operations (MMOs)
c. Payment Solution Services (PSSs)
d. Reguiatory Sandbox

2. Only MMOs are permitted to hoid customer funds Companies with
licences within any of the other categories are not permitted o hold
customer funds.

|
Page 1of4
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3. Companies seeking lo combine activities under the Switcning and MMO
categories are only permitted to operate under 3 holding company
structure with the subsidiary entites clearly delineated to prevent
comingling.

4 Payments Sysiem companies in the PSS category may hold any of
PSSP, PTSP and Super Agents licence or a combination of the licences
thereof.

5. All licensed payment service providers in any of the categories covered
by this framework holding or seeking any other CBN issued licences are
required to obtain a no-objection from the Payments System
Management Deparimant

& The object clauses in the Memorandum and Articles of Association of
Payment Service Providers shall be limited to the permissible activities
under their licensing authorizations.

7 Collaborations between licensed payment companies, banks and other
financial institutions in respect of products and services are subject to
CBN's prior approval

8. All new licensing requests including those with Approvals-in-Principle are
to comply with the new requirements Immediately Existing licensed
payment companies are to comply with the new licensing requirements
where applicable not later than end-June 2021

All payment service providers and stakehoiders in the payments system are
required lo ensure stnct compliance with these requirements and all other
payments system regulations.

501



The CBN will continue to monitor developments n the payments sysiem and
issue guidance as may be appropriate

—
|

Musa |. Jimoh
Director, Payments System Management Department
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APPENDIX 1
PAYMENTS SERVICE PROVIDERS LICENSING FRAMEWORK-

PERMISSIBLE ACTIVITIES AND MINIMUM CAPITAL REQUIREMENT

Licenss category Permissible Activities T Minimum Capita; *
Rogulatory Sandbox " As delermined m the Sandbox. o Not Appiicable
The Regulatery Sandbox Category is aimed al
stimulating innovatlon and deepening financial
inciusion. To this end, the CBN shall review the
products and solutions of applicants {licensed
institutions,  fintechs, innovatora and
researchers) during its implementation
Payment Solution Services (PSSs) As permissible under Super Agents, FTSPs and | NZ50 miilion
PSSPs
Super-Agent h T Agent rscrmiment_tanagement and other achvies | N50 miliion
as speched n the Regulalory Framework for
Licensing Super Agents in Nigena
payment  TewninBl Service FProvider  POS Terminal deployment ang services. POS | “NY00 mithon
PTSF) Termmnal ownershg, PTAD, Merchanvagent rainng
and suppon
Bavment  SolADNS  Seice Provider | Payment PIOCRSSNG gatewdy and porais. Payment N100 milhan
PS5 soluticnéspplicaton development, Merchaat Seevice
aggragation and sollecions
Mohile Money Oparation EMoney  tssuing, wallet  creation  and | N2 villion
o pool nt gement
B _Aﬂvm as permissible under Super-Ageril .
“Switching and Processing T Switching, Card Processing, Transaction N2 billien
clearing and Settlement Agents Services, non-
bank acquiring services,

Activities as permissible under Super-Agent
FTSPMPSSP.»

“Lrerieeas il ba raquared fo mamtam meimum eapdal equal fo the fugher of the amount staled m the latie above or Giher capulal gs
dafommnricd wdfw e CON s nsk based supervisory framework

Paged4of 4
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CENTRAL BANK OF NIGERIA
Central Business District,

Cadastral Zone ACQ
PM.B. 0187, Garka
PAYMENTS SYSTEM MANAGEMENT DEPARTMENT Abuja.
Tel: 00 462 IRI00, 00 462 38346
c-mail: psmdgchn povang
website: wwronchnpov.ng
PEM/DIRICONICWONTN 2T May 24, 2020

Letter to all Banks and Payments Service Providers,

REDUCTION OF CHARGEBACK PERIOD FOR ATM, POS AND WEB
TRAMSACTIONS IN THE GUIDELINES FOR THE OPERATION OF ELECTRONIC
PAYMENT CHANNELS

The Central Bank of Nigerla (CBN) has over time implemented far-reaching refoms
of the Nigerian payment system aimed at enhancing resilience of payment system
infrastructure and expansion of electronic payment options. The industry continues to
avolve following the implementation of these reforms with increasing availability of
ATMs and other electronic payment channels,

Whilst the adoption of innovative solutions by industry players have resulted in
expanded access to digital financial servicas, the CBN recognises the need for further
enhancements to the payment system infrastructure and processes fo improve service
quality for users.

In consideration of the above, the CBN has reviewed its Guidelines for the Operation
of Electronic Payment Channels and accordingly requires banks and payment servica
providers to resolve customer chargeback complamts on electronic channels within
the following revised timelines effective June 8, 2020;

1. The reversal of failed on-us ATM transactions (failed transactions when
customers use their cards on their bank's ATMs) shall be instant from current
timeline of 3 days. However, where instant reversal fails due to technical issues
of system glitches, the timeline for manual reversal shall not exceead 24 hours

2. Timeline for refunds on failed not-on-us ATM transactions (failed transactions
when customers use their cards on other bank’s ATMs) shall not exceed 48
hours from current 3-5 days.

3. Refunds on disputedffailed POSA\Web fransactions shall be treated within 48
hours fram currant 5 days.

Participants in the payments system are also required to comply with the following

additienal requirements:
%;ﬁ Page 1af 2
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a) All Switches are to adjust the chargeback cycle in their dispute resolution
systems to 24 hours from 72 hours

All Acguirer-initiated refunds shall hanceforth be initiated by all banks within 48
fours.

c) Processors are to provide daily setiement reports |atest 8 a.m. on a T+ basis.

d} NIB3S shall send daily reports on reversals to processars on or before 10 pm
each day

b

All banks are to clear backlog of all ATM customer refunds within one (1) week and
within two (2) weeks for POS & Web customer refunds effective Juna 8, 2020

Fallure to adhere to the above service lavel agreements will atfract appropriate

penalties, Please refer to the updated Guidelines for the Operation of Electronic
Payment Channels for further details,

The CBN will continue to monitor developments and will issue appropriate diractives
in its quest to improve quality and efficiency in the Nigerian payment system,

Be guided accordingly,

Musa |. Jimoh
Director, Payments System Management Department
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Preamble

In exercise of the powers conferred on the Central Bank of Nigeria (CBN) by
Sections 2 (d) and 47 {2) of the CBN Act, 2007, to promote and facilitate the
development of efficient and effective systems for the settlement of
transactions, including the development of electronic payment systems; the
CBN herebyissue the following Guidelines on Operations of Electronic Payment
Channels in Nigeria.

These Guidelines supersede the Guidelines on Operations of Electronic
Payment Channels in Nigeria (2016), issued by the CBN.

11

111

GUIDELINES ON AUTOMATED TELLER MACHIME (ATM) OPERATIONS
The Standards

Standards on ATM Technology and Specification:

All ATM deployers/acquirers shall comply with Payment Card Industry Data
Security Standards (PCI DSS)

All ATMs shall be able to dispense all denominations of Naira.

For deposit taking ATMs, acceptable denominations shall be displayed by
the deployer.

All terminals shall be levels 1 & 2 EMVY compliant at a minimum, and shall

be upgraded from time to time, to comply with the latest version, within
twelve months of release of the version.

All AT systems shall have audit trail and logs capabilities, comprehensive
enough to facilitate investigations, reconciliation and dispute resolution.

Card readers shall be identified by a symbol that:
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1.2

I. represents the card;

ii. identifies the direction for which the card should be inserted into
the reader

iii.  All new ATMs shall accept card horizontally with the chip upwards
and to the right

g. 2% of ATMs deployed by each acquirer shall have tactile graphic symbol for

the use of visually impaired customers. Locations of such ATMs are to be
visibly publicized on their corporate website at the minimum. This should
be complied with within five years from the release of these standards.

The Guidelines

ATM deployment

. All Banks or independent ATM deployers may own ATMSs; however such

institutions must enter into an agreement with a card scheme or a scheme
operator or their designated settlement agent for acceptance and
settlement of all the transactions at the ATM.

. All ATM transactions in Nigeria shall be processed by a Nigerian company

operating in Nigeria as acquirer-processor.

. Nocard or payment scheme shall compel any issuer or acquirer to send any

transaction outside Nigeria for the purpose of processing, authorization or
switching, if the transaction is at an ATM or at any acceptance device in
Nigeria and the issuer is a Nigerian bank or any other issuer licensed by the
CEN.

. All transactions at an ATM in Nigeria shall, where the issuer is a Nigarian

bank or any other issuer licensed by the CEN be settled under a domestic
settlement arrangement operated by a Nigerian Company. All collaterals for
such transactions shall be in Nigerian National Currency and deposited in
Nigeria.

. Mo card scheme shall discriminate against any ATM owner or acquirer.

Every card-scheme must publish for the benefit of every ATM owner or
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1.3

acquirer and the Central Bank of Nigeria, the requirements for acquiring
ATM transactions under the card scheme.

Mo ATM owner or acquirer shall discriminate against any card scheme or
issuer.

. Stand-alone or closed ATMs are not allowed.

. ATMs should be situated in such a manner as to permit access at reasonable

times. Access to these ATMs should be controlled and secured so that
customers can safely use them.

Lighting should be adequate for safe access and good visibility. It should
provide a consistent distribution and level of illumination, particularly in the
absence of natural light.

ATMSs should be sited in such a way that direct or reflected sunlight or other
bright lighting is prevented from striking the ATM display, for example,
through the use of overhead sun shelter

. Privacy shall be provided by the design and installation features of the ATM

5o that in normal use the cardholder does not have to conspicuously take
any protective action.

All ATMSs shall accept all cards issued in Nigeria under CBN regulations for
any card-basaed value-added service made available on the machine.

ATM Operations:

& bank or independent organization that deploys an ATM for the use of the
public shall ensure that:

. The ATM downtime (due to technical fault) is not more than seventy-two

{72) hours consecutively, where this is not practicable, customers shall be
duly informed by the deployer;

. The helpdesk contacts are adequately displayed at the ATM terminals. At

the minimum, a telephone line should be dedicated for fault reporting and
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such telephone line shall be functional and manned at all times that the
ATM is operational.

. All ATM charges are fully disclosed to customers.

. The ATMs issue receipts, where requested by a customer, for all
transactions, except for balance enguiry, stating at a minimum, the amount
withdrawn, the terminal identity, date and time of the transaction.

. Receipt prints and screen display are legible. The dispensing deposit and
recycling component of the machine is in proper working condition.

Cash retraction shall be disabled on all ATMS.

. There is appropriate monitoring mechanism to determine failure to
dispense cash.

. There is online monitoring mechanism to determine ATM vault cash levels.

ATM vault replenishment is carried out as often as necessary to avoid cash-
out.

ATMs are not stocked with unfit notes.

. Cash is available in the ATMs at all time. The funding and operations of the
ATM deployed by non-bank institutions should be the sole responsibility of
the bank or institutions that entered into agreement with them for cash
provisioning. In this regard, the Service Level Agreement (SLA) should
specify the responsibilities of each of the parties.

Change of PIN is provided to customers, free of charge.
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m. Acquirers monitor suspicious transactions and report same to CBN, based
on the agreed format and timeframe.

n. Back-up power (inverter) is made available at all ATM locations, in such a
way that the machine would not cease operation while in the middle of a
tramsaction.

o. Paper disposal basket is provided at all ATM locations

p. A register of all their ATMs in Nigeria with location, identification, serial
number of the machines, etc is maintained.

q. Provision is made for extending the time neaded to perform a specific step
by presenting a question, such as, "Do you need more time?"

r. Information sufficient to construct a usable card is not displayed on the
screen or printed on a transaction record. This will guard against the
possibility that such information may become accessible to another person
should the cardholder leave the ATM while a transaction is displayed, or
abandon a printed transaction record.

5. Precautions are taken to minimise the possibility of a card being left, by a
message or voice, alerting the customer to take his card.

t. Cash out first before card is out of the ATM is adopted, to minimise the
possibility of customers leaving cash uncollected at ATM.

u. ATM acquirers shall disable cash-retract and display such notice at the ATM
or on the screen.
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1.5

v. Acquirers shall reconcile and refund all funds in their possession, belonging
to customers as a result of ATM's non-dispense and partial dispense errors.

. Acquirers shall also install appropriate mechanism to immeadiately initiate

refunds without the prompting of the issuing bank or the customer.

ATM Maintenance

A bank or independent organization that deploys an ATM for the use of
the public shall ensure that:

a. Motice is displayed at the ATM for planned maintenance period and
disruption to service, due to maintenance for public.

b. An ATM maintenance register or log is kept properly.

c. All ATMs and cash in the machines are insured.

d. They physically inspect their ATMs, at least fortnightly.

ATM Security

a. Ewvery ATM shall have cameras, which shall view and record all persons
using the machines and every activity at the ATM, including but not
limited to: card insertion, transaction selection, cash withdrawal, card
taking, etc. However, such cameras should not be able to record the key
strokes of customers using the ATM.

b. Where a surveillance camera is used, it should be kept secret to avoid

ill=gal removal or damage or compromise.
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1.6

. MNetworks used for the transmission of ATM transactions must be

demonstrated to have data confidentiality and integrity

. All ATMs must be located in a manner that guarantees safety and

security of users and confidentiality of their transactions.

. ATMs should not be placed outside buildings, unless such ATM is bolted

to the floor and surrounded by structures, to preventremoval.

Additional precaution must be taken to ensure that any network
connectivity from the ATM to the bank or switch is protected, to prevent
the connection of other devices to the network point.

. Where the user of an ATM blocks his image for camera capture, the ATM

shall be capable of aborting the transaction.

. ATM key management processes must ensure that keys are changed

regularly (every year) and the same keys must not be used at multiple
ATMSs.

ATMSs shall be installed with Anti-Skimming devices that would ensure
effective mitigation against fraud incidents.

Dispute Resolution

1. The reversal of failed on-us ATM transactions (failed transactions when

customers use their cards on their bank’s ATMs) shall be instant.

However, where instant reversal fails due to technical issues of system
glitches, the timeline for manual reversal shall not exceed 24 hours.

. Timeline for refunds on failed not-on-us ATM fransactions (failed

transactions when customers use their cards on other bank's ATMs) shall
not excead 48 hours.
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1.7

1.8

Regulatory Monitoring

a. Any institution which operates an automated teller machine shall file an
updated list of such ATMs, including the detail location of their
addresses with the Director, Banking & Payments System Department of
the Central Bank of Nigeria for compliance monitoring.

b. The CBN shall conduct onsite checks of ATMs with a view to ensuring
compliance with cash and service availability.

c. Acquirersshall report volume and value of transactions on monthly basis
to the Director, Banking & Payments System Department, CBN.

Penalties

Sanctions, in the form of monetary penalties / or suspension of the
acquiring/processing service (s) or both, would be imposed on erring
institutions for failure to comply with any of the provisions of this
Guidelines, or any other relevant Guidelings, issued by the CBN from time
to time.
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2.0 GUIDELINES ON POINT OF SALE (POS) CARD ACCEPTANCE SERVICES
2.1 Objectives

These guidelines have been developed to provide minimum standards and
requirements for the operation of POS card acceptance services,

2.2  Point of Sale Card Acceptance Services Stakeholders

POS Card Acceptance Services Stakeholders include, but not limited to:

i. Merchant Acquirers

ii. Card lssuers

iii.Merchants

iv. Cardholders

v. Card Schemes

vi. Switches

vil. Payments Terminal Service Aggregator (PTSA)
viii. Payments Terminal Service Providers {PTSP)

2.3  Minimum Standards

All industry stakeholders who process and/or store cardholder information
shall ensure that their terminals, applications and processing systems comply
with the minimum requirements of the following Standards and Best Practices.
In addition, all terminals, applications and processing systems, should also
comply with the standards specified by the various card schemes. Each vendor
must provide valid certificates, showing compliance with these standards, and
must regularly review status of all its terminals, to ensure they are still
compliant, as standards change. There will be a continuous review and
recertification on compliance with these and other global industry standards,
from time to time.

2.3.1 PA DSS —Payment Application Data Security Standard.
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241

2.3.2

2313

PCl PED — Payment Card Industry Pin Entry Device.

PCl DSS — Payment Card Industry Data Security Standard.

2.3.4 Triple DES —Data Encryption Standards should be the benchmark for all data
transmitted and authenticated between each party. The ftriple DES

235

algorithm is the minimum standard.

EMV — The deployed infrastructure must comply with the minimum EMVY
requirements.

Roles and Responsibilities of:

Merchant Acquirers

2411

2.4.1.2

2.4.1.3

24.14

Only CBN licensed institutions shall serve as Merchant Acquirers.

Merchant Acquirers can own POS Terminals, but shall only deploy
and support POS terminals through a CBM licensed Payment Terminal
Services Provider (PTSP). However, exceptions can be granted by the
CBN, where PTSP services are not available.

Merchant Acquirers shall ensure that POS terminals purchased and
deployed at merchant/retailer locations through CEN licensed
Payment Terminal Services Provider shall accept all cards (card
agnostic).

Merchant Acquirers shall enter into agreements/contracts with
merchants for accepting payment by means of electronic payment
instrument. All agreements fcontracts shall clearly spell out the
terms and conditions, including roles, responsibilities and rights of
the acquirer and the merchant. The contract should also clearly spell
out requirements for the merchant's responsibilities in ensuring
proper upkeep of the POS terminal.
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2.4.15

24.16

2.4.1.73

24.18

2419

2.4.1.10

24111

Every Merchant Acquirer shall connect all its PoS terminals orother
acquiring devices directly to a Payments Terminal Service

Aggregator.

Merchant Acquirers shall switch all domestic transactions through
the preferred local switch of their choice for purpose of seeking
authorization from the relevant Issuer and shall not under any
circumstance be routed outside Nigeria

To achieve interoperability, all POS terminals deployad in Nigeria
shall accept all transactions arising from any card issued by any
Nigerian bank. Accordingly, Acquirers and other service providers
shall be card neutral entities that have no reason to promote or
favour any card brand over the other.

Every acquirer must be able to accept all cards issued by Nigerian
Banks, whether through a direct license or via an arrangement with
any other acquirer that is licensed under the relevant card

scheme/fassociation.

Merchant Acquirers, in conjunction with their Payment Terminal
Service Providers, shall be responsible for ensuring that merchants
are trained and made to put in place, reasonable processes and
systems, for confirming cardholder identity and detecting suspicious
or unauthorized usage of electronic payment instruments, where

customer/card is physically present at point of sale.

Merchant Acquirers shall be required to undertake measures to
prevent the use of their networks for purposes associated with
money laundering and other financial crimes.

Merchant Acquirers shall conduct proper KYC on all their merchants
with POS.
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2.4.1.12

2.4.1.13

24.1.14

2.4.1.15

Merchant Acquirers shall set merchant limits, basad on the volume
of business/type of commercial activities. In addition, Merchant
Acquirers shall provide guidelines to merchants on payment
procedures for large ticket transactions e.g. review of Identification,
etc.

Merchant Acquirers shall, in conjunction with banks, switches and
other stakeholders, ensure the resolution of disputed/failed POS
transactions resolution of disputed transactions between the
merchant and the cardholder within 48 hours. All transactions from
FOS devices shall be routed through the FTSA fo the relevant
acquirer or its appointed third-party processor. Merchants shall
immediately provide evidence to dispute requests from the
Acquirers, failure of which their accounts shall be debited for the
value of transaction.

There shall be no exclusivity arrangements that bundle third party
switching activities. Each acquirer shall be free to process
transactions on its own, or leverage the services of a third-party
processor; and these services shall be independent of the switch
used to facilitate such exchange.

Banks shall maintain and reconcile merchant accounts on behalf of
the Merchant.

2.4.2 Payment Terminal Services Provider (PTSP)

2421

2422

To ensure effectiveness of POS operations and a proper
support/maintenance infrastructure, only CBN licensed Payments
Terminal Service Providers shall deploy, maintain and provide
support for POS terminals in Migeria. PTSPs shall offer services to
acquirers, covering all aspects relating to terminal management and
support, including, but not limited to purchase and replacement of
spare parts, provision of connectivity, training, repairs, and
development of value-added services, amongst other things.

CBN shall license a limited number of Payments Terminal Service
Providers, to enable the PTSPs build scale and maximize efficiency.
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2423

2424

2425

2.4.2.6

2427

2428

24259

Criteria for PTSPs shall be defined by CBN, and the performance of
licensed PTSPS shall be reviewed annually, to confirm they meet
defined performance targets. Licenses of PTSPs that fail to meet
performance expectations can be withdrawn and fresh licenses
issued to qualifying companies.

FTSPs can identify merchant opportunities and market potential
merchants on behalf of acquirers.

Only the PSTPs shall be allowed to deploy POS terminals. Any party,
other than a PTSP that deploys POS terminals, shall be fined 50,000
Maira per each day that the terminal remains deployed. PTSPs shall
clearly agree SLAs on deployment timelines with acquirers, to ensure
efficient deployment of POS terminals.

FSTPs shall ensure that their deployed POS terminals are functional

at all times. Appropriate mechanism must be putin place to remotely
detect failures, which shall be rectified or replaced within 48 hours.

All terminals deployad by PTSPs must have stickers with the PTSP's
support service contact information. In addition PTSPs must have a
support infrastructure that ensures support coverage for merchants,
7 days a week.

PTSPs will be required to enter into contracts/SLAs with the acquirers
that will clearly state the terms and conditions of their support
services.

FTSPs shall work with the PTSA to ensure all POS terminals deployed
by them meet all required certifications and the minimum POS
specifications, defined in these Guidelines.

FTSPs shall work with acquirers and the terminal manufacturers to
ensure that terminals are phased out/replaced/upgraded as
appropriate, as their certifications become obsolete.
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2.4.3 PoS Terminal Owner

2431

2432

2433

Banks, Merchants, Acquirers, and PTSPs can be PoS Terminal
Owners.

PoS Terminal Owners shall ensure all POS terminals procured by
them are compliant with the minimum POS specifications.

Pos Terminal Owners shall cover the costs of repairs and
replacements of parts for their terminals.

2.4.4 Payments Terminal Service Aggregator (PTSA)

2441

2442

2443

2444

The Nigeria Interbank Settlement Systems (NIBSS) - owned by all
Nigerian banks and the Central Bank of Nigeria, shall act as the
Payments Terminal Service Aggregator for the financial system.

As the Payments Terminal Service Aggregator for the industry, NIBSS

shall establish communication network for reliable POS data traffic,
that shall satisfy the service and awvailability standards and
expectations of the industry, on a cost effective basis.

As the Payments Terminal Service Aggregator for the industry, NIBSS
shall, on an annual basis, or more frequently, as may be required, on
behalf of the industry, certify POS Terminals that meet the POS
Terminal standards, approved for the industry.

As the Payments Terminal Service Aggregator, NIBSS shall,
participate on a joint committee of industry stakeholders, to
negotiate a price list with 2 — 3 terminal equipment providers for bulk
purchase of POS terminals for the Nigerian market. It is expected that
a bulk purchase agreement will enable cost reduction on POS
terminals, as well as the ability to define special requirements for the
Nigerian market and ensure a sufficient support infrastructure from
the terminal manufacturers. Any Terminal Owner may subscribe to
the negotiated global price list for the purchase of POS Terminals to
take advantage of these benefits.
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2.44.5

2446

2.44.7

2448

2.44.9

2.4.4.10

Asthe Payments Terminal Service Aggregator, NIBSS shall be the only
entity permittad to operate a Terminal Management System. All POS
terminals operating in Nigeria must be connected to the Payments
Terminal Service Aggregator. This is to ensure comprehensive
oversight, reporting/performance monitoring, and also in line with
our objectives of shared industry infrastructure and best practice.
NIBSS shall provide Acquirers and Payments Terminal Service
Providers and their merchants (where required) the ability to view
transactions and monitor performance of their devices.

All PoS Terminals deployed shall be technically enabled to accept all
cards issued by Migerian banks.

The Payments Terminal Service Aggregator shall route all
transactions from PoS terminals to the relevant Acquirer or its
designated third-party processor. This enables Acquirers who are
Issuers handle On-Us transactions appropriately and all Acguirers to
rmanage their risks and accept responsibility for such transactions in
line with Charge-back Rules of relevant Card Schemes. This does not
preclude any Acquirer from using the services of Third Party
Processor (TPP) or the Acquirer's in-house processing services to
process its acquirad transactions.

All domestic transactions, including, but not limited to POS and ATM
transactions must be switched, using the services of a local switch,
and shall not, under any circumstance, be routed outside Nigeria for
switching.

The Payments Terminal Service Aggregator shall monitor the
availability and transaction traffic on all POS terminals on a
continuous basis and shall provide analysis and reporting on POS
terminal performance and transaction trend to the Central Bank and
the industry.

The Payments Terminal Service Aggregator shall ensure all
merchants and other relevant parties are settled within the T+1
settlement period, upon receipt of settlement reports from all card
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24411

2.45

2451

2452

2.4.5.3

2454

2.4.5.5

schemes or the switches they have appointed to provide such reports
on their behalf. Failure to exscute the T+1 seftlement cycle shall
result in a sanction to the PTSA, including, but not limited to
refunding the entire Merchant Service Charge for that day's
transactions.

The Payments Terminal Service Aggregator shall have clear Service
Level Agreements for certifying terminals quickly and efficiently, as
well as for integrating new wvalue-added services on behalf of
acquirers, PTSPs, or 3™ party application developers.

Merchants

A merchant shall enter into agreement with Merchant Acquirer,
specifying in clear terms, the obligations of each party.

Merchant shall accept cards and other payment tokens as methods
of payment for goods and services,

The POS shall display the amount to be authorised on the screen
requesting PIN entry, so that the customer can see the amount
being paid before authorization.

The merchant shall be held liable for frauds with the card arising from
its negligence, connivance etc.

A merchant shall under no circumstance, charge a different price,
surcharge a cardholder or otherwise discriminate against any
member of the public who chooses to pay with a card or by other
electronic means.

2.4.6 Cardholders

2461

A cardholder shall:
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a) Store the payment card and protect his/her PIN with due care
b) Mot keep his payment card together with the PIN
c) Motify the issuer without delay, about missing, stolen, damaged, lost or

destroyed card

d) Not make the payment card available to unauthorized persons.

2.46.2

2.4.6.3

2464

2.4.6.5

2466

2.4.6.7

2468

2469

The cardholder may withdraw from the contract for payment card
without prior notice to the issuer, provided he does not owe for any
charges or transactions on the payment card.

The cardhelder shall present, when required by a merchant, a
document confirming his identity.

The cardholder shall receive value for the operations performed by
means of a payment card, and by so doing, the holder commits

himself to pay the amount of the operations, together with charges
due to the issuer, from a specified account.

The cardholder shall be held liable for fraud committed with his card,
arising from the misuse of his PIN or his card.

The cardholder shall be entitled to receive a receipt, or any other

form of evidence at the time a transaction is performed with his/her
card.

The cardholder shall be entitled to receive, within a reasonable

period, at least monthly, a statement of all transactions performed
with his/her card.

If a cardholder notifies his bank that a PoS error involving his card
has occurred, the institution must investigate and resolve the claim
within 48 hours.

A cardholder shall be given reasonable notice before changes are
made to the terms and conditions of his card contract and shall be
given the option to opt out of the card contract, without penalty.
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2.4.7 Card Schemes

2471

2.4.7.2

24.7.3

2.4.7.4

24.8

2481

2482

All card schemes in Nigeria are bound by these Guidelines and other
relevant CBN Guidelines/Circulars.

CBN shall reserve the right to assess the rules to confirm objectivity,
vis-a-vis international standards/best practice. Any Card Scheme that
wrongfully denies membership or unnecessarily delays the process
of certification to potential players, would be penalized by CBN —
including, but not limited to paying a fing, equivalent to the expected
revenue of the payment services provider for that period, suspension
and/or revocation of license, and CEN licensing new schemes.

Mo Card Scheme shall engage in the business of acquiring; neither
shall any entity that has a management contract with a Card scheme
engage in the business of acquiring. In addition, no entity in which a
Card Scheme, its subsidiary, or the majority shareholder of a card
scheme, has 20% shareholding or more, shall engage in the business
of acquiring.

Mo Card Scheme shall engage in any antitrust activity or any act that
will lead to abuse of dominant position, monopoly or unfair
competition. Accordingly, there shall not be any form of
arrangement or collusion between two or more Card Schemes, or
Payment Schemes in respect of Issuing, Acquiring, Processing or
Switching.

Switching Companies

All local switches in Nigeria shall ensure that transactions relating to
all cards issued by Nigerian banks are successfully switched between
Acquirers and Issuers.

To achieve the interconnectivity of all new and existing switching
companies, all switching companies shall open their networks for
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2.5.1

252

253

2.5.4

2.61

reciprocal exchange of transactions/messages with the Nigeria
Central Switch and Payment Terminal Service Aggregator.

Settlement Mechanism

The settlement for domestic POS transactions must be done to the
merchant account on T+1 basis, where T is the date the transaction
is performed. Failure to execute the T+1 settlement cycle shall result
in a sanction to the NIBSS.

Card schemes or their appointad switches shall provide their
settlement reports to NIBSS daily on or before 10:00 a.m., for the
previous day. The settlement information should contain sufficient
details, to enable NIBSS credit merchant accounts directly, and shall
be provided in a format as advised by NIBSS. Failure to provide this
information in the required format or by the required timeline will
result in a sanction, including, but not limited to the offending party
solely refunding the entire Merchant Service Charge for that day's
transactions.

NIBSS shall also directly credit the accounts of other parties with
their share of the Interchange.

NIBSS will be paid by the banks for the settlement done to the
merchant account, in line with the NEFT fee transaction charges.

Fees and Charges

Fees and charges for POS Card Acceptance services are to be agreed
between the service providers and banks / entities to which the
services are being provided, subject to the following limits:

The maximum total fee that a merchant shall be charged for any POS
transaction shall be subject to negotiation between the acquirer and
the merchant after taking into account, the provisions of the
Interchange Guidelines.
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2.7

2.8

+ The fees and charges stated abowe are applicable to only POS

transactions performed with naira denominated cards. POS
transactions done with cards issued in foreign currencies will still

follow the pricing arrangement put in place by the relevant

international card scheme.

Transition to Achieve Interoperability

All commercial switches, processors or entities driving PoS terminals
in Nigeria shall ensure full and secure connection to the Central
Switch and all transactions in respect of any card that the switch,
processor or other entity is not licensed to process or switch shall be
routed through the NCS to a licensed switch or processor for purpose
of processing such transaction on behalf of the relevant Acquirer,
and for seeking authorisation from the relevant Issuer.

All terminals must be plugged to the FTSA.

Exclusivity Agreements

There shall be no form of exclusivity in any area of payment service,
including, but not limited to Issuing, Acquiring, Processing, and Sale
and Maintenance of hardware and software. .Any payment scheme,
operator, processor, infrastructure provider, switching company,
service provider or bank that contravenes this policy may be
suspended for a minimum of one (1) month by the CBN as a payment
service or payment infrastructure service prowvider in the first
instance, to be followed by stricter sanctions if the practice persists.
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2.9 Minimum POS Terminal Specifications
Parameters Specifications
EMV Chip/5Smart cards, Magnetic stripe. Dptional: Contactless
Card Readers reader,

2 5IM Slots

Communications

GPRS, Ethernet, Dial-up Modem. Optional: CDMA, Wi-Fi

ENMV levels 1 & 2, PCI D55, PA-DSS, PCT PED online & offline [All

Certifications PCl
certifications should be Level /Wersion 2.1 minimum)
CPU ARMS/11, 32Bits. Optional: Dual processors
Memory 16MB Flash, 32MB SDRAM
Keypad PCI PED Approved, Backlit
Display TFT LCD graphics, 128/64 pixel, Backlit. Optional: Colour screen
100-240V, 50-60Hz; 24hrs battery power (operating) Optional:
Power bC
support, Car jack charger, Docking fast charger
Printer 15 -18 lines per sec Thermal printer

Multi-Application

Supports Multiple Applications

Customization f

Others

Optional: Coloured or branded housing, Labelling/embaossing,
R5232 &

UUSB interfaces, Protocol implementation

2.10

Compliance

All parties shall comply with the provisions of these Guidelines and
other relevant Guidelines issued by the CBN. This guideline shall
prevail, in the case of conflict with any prior Guidelines. Non
compliance with these Guidelines shall attract appropriate
sanctions from the CBN.
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3.0

3.1

3.2

GUIDELINES ON MOBILE POINT OF SALE (mPOS) ACCEPTANCE SERVICES

Objectives
These Guidelines have been developed to:

3.1.1 Provide minimum standards and requirements for the operation of mPOS.

3.1.2 Promote safety and effectiveness of mPOS, and thereby enhance user
confidence in the service.

3.1.3 Identify the roles and responsibilities of stakeholders.

Minimum Standards

All industry stakeholders who process and/or store cardholder information shall
ensure that their applications and processing systems comply with the following
minimum requirements and standards:

3.2.1 All applications and processing systems shall comply with the standards
specified by various card schemes. The minimum reguirements shall be
PCI DS5 certification.

3.2.2 Acquirers shall be required to provide mPOS solutions that utilize Payment
Card Industry PIN Transaction Security {PCI PTS) in accordance with the PCI
Point-to-Point Encryption (P2PE) Solution Requirements.

3.2.3 Each solution provider shall provide valid certificates, showing compliance
with the standardsin 3.1 and 3.2; and shall regularly review the status of its
applications, to ensure they are in compliance with the following:

i. PADSS—Payment Application Data Security Standard.
il. PCIPED - Payment Card Industry Pin Entry Device.

iii. PCIDSS— Payment Card Industry Data Security Standard.

iv.  Triple DES — Data Encryption Standards should be the benchmark
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for all data transmitted and authenticated between each party.

v. EMV—The deployed infrastructure must comply with the minimum
EMV requiremeants.

3.2.4 Merchants shall use mPOS solutions that utilize P2PE solutions in
accordance with the PCI Point-to-Point Encryption Solution Requirements.

3.3 mpPOS Stakeholders

The parties involved in payments acceptance and processing for mPOS shall
include:

i. Acquirer
ii. Issuer
iii. PT3A
iv. Merchant
v. Cardholder/User
vi. Card Schemes
vil.  Switches/Processors

vili.  PTSP

3.4  Roles and Responsibilities of:

3.4.1 Acquirers

3411 Only CEN licensed institutions shall serve as Acguirers.

3412 Either Acquirer or Merchant may own an mPOS device
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3413

3414

34.15

34.1.6

3.4.1.7

34.18

34.19

3.4.1.10

34111

Acquirers shall ensure that mPOS devices purchased and deployad at
merchant/retailer locations accept all cards (card agnostic).

Acquirers shall enter into agreements with merchants for the acceptance of
payments by means of electronic payment instruments. All agreements
shall clearly spell out the terms and conditions, including roles,
responsibilities and rights of the Acquirer and the merchant.

Every Acquirer shall connect all its mPOS devices directly to the Payment
Terminal Service Aggragator.

The Acquirers shall switch all domestic transactions through the preferred
local switch of their choice for the purpose of seeking authorisation from
the relevant Issuer.

The Acquirers shall be required to undertake measures to prevent the use
of their networks for purposes associated with money laundering and other
financial crimes and shall conduct proper KYC on all their merchants.

The Acguirers shall set merchant limits based on the wolume of
business/type of commercial activities. In addition, Acquirers shall provide
guidelines to merchants on payment procedures for large ticket
transactions (e.g. review of |dentification, etc.)

There shall be no exclusivity arrangements that bundle third party
processing with switching activities. Each Acquirer shall be free to process
transactions on its own, or leverage the services of a third party processor;
and these services shall be independent of the switch used to facilitate such
exchange.

The Acquirers shall maintain and reconcile merchant accounts.

The Acquirer shall provide the merchant with a PTSA certified card reader
and the mPOS application for the handheld device; and where the card
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34.1.12

34.113

34.1.14

3.4.1.15

3.4.1.16

3.4.117

34.1.18

34.1.19

3.4.1.20

34121

34.1.22

reader is in-built, the Acquirer shall ensure that the device is certified by
the PTSA.

The Acquirer shall ensure that the mPOS application is PA-DSS certified.

The Acquirer shall assess and determine the suitability of mPOS fora
merchant, with consideration for the merchant’s control environment and
other additional responsibilities for using mPOS.

An Acquirer shall not acquire transaction through mPOS for a merchant it
assesses as having a weak control environment, for managing mPOS
devices.

The Acquirer shall ensure an effective patch and wersion control
management for the mobile application on the merchant's mPOS devices.

The Acquirer shall ensure that it does not acquire transactions from an
mPOS device whose payments processing application is not updated with
most recent patches, anti-virus and upgrades.

The Acquirer shall ensure the implementation of an enterprise mobility
management system for the mPOS devices of the merchants it is acquiring.

The Acquirer shall ensure that payments data are transmitted using secured
communication channels and protocols with end-to-end encryption, as
specified in POS guidelines.

The Acguirer shall be responsible for the back-end payment processing. The
back-end payments processing and settlement shall comply with extant POS
guidelines.

The Acquirer shall be responsible for sensitizing/educating the merchant on
security measures requirad for the mPOS device.

The Acquirer shall ensure that the mPOS is capable of issuing receipts either
in electronic or paper form upon consummation of a transaction.

The Acguirer and the merchant shall be responsible for the maintenance of
the card reader.
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3.4.1.23 The Acquirer shall ensure that card readers are configured as merchant-
specific.
3.4.1.24 The Acquirer shall ensure that mPOS applications are lockdown, suchthat

other maobile applications on the mPQ5 devices of the merchants do not
interact, store or transmit payment data.

3.4.2 lIssuers

The responsibilities of Issuers shall be as stipulated in the extant POS
Guidelines.

3.4.3 Payments Terminal Service Aggregator (PTSA)

3431 Nigeria Interbank Settlement Systems [NIBSS) shall act as the Payments
Terminal Service Aggregator for the financial system.

3.4.3.2 As the Payments Terminal Service Aggregator for the industry, NIBSS shall
establish communication network for reliable data traffic that shall satisfy
the service and availability standards and expectations of the industry on a
cost effective basis.

3433 As the Payments Terminal Service Aggregator for the industry, NIBSS shall
on an annual basis or more frequently as may be required, certify mPOS
devices that meet the industry standards.

3434 All payment transactions shall be routed through the Payment Terminal
Service Aggregator.
3435 The Payments Terminal Service Aggregator (s) shall route all transactions

from mPOS devices to the relevant Acquirer or its designated third party
processor. This enables Acquirers who are Issuers to handle On-Us
transactions appropriately and all Acquirers to manage their risks, and
accept responsibility for such transactions in line with Charge-back Rules of
relevant Card Schemes. This does not preclude any Acquirer from using the
services of any Third Party Processor (TPP) or the Acquirer's in- house
processing services to process its acquired transactions.
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3436

3437

3438

&l mPOS transactions in Nigeria must be switched, using the services of a
local switch and shall not under any circumstance be routed outside Nigeria.

The Payments Terminal Service Aggregator(s) shall monitor the availability
and transaction traffic on all mPOS devices on a continuous basis and shall
provide analysis and report on performance and transaction trend to the
Central Bank of Nigeria.

The Payments Terminal Service Aggregator shall have clear Service Level
bAgreements for certifying devices quickly and efficiently, as well as for
integrating new value-added services, on behalf of Acquirers and third party
application developers.

3.4.5 Merchants

3451

3.4.5.2

3453

3454

3455

& merchant shall enter into agreement with the Acquirer, specifying in
clear terms, the obligations of each party.

Merchant shall accept cards as a method of payment for goods and
services.

The merchant shall display the payment device conspicuously for the
cardholderfuser to observe the amount entered into the device before
the cardholderfuser enters his/her PIN.

The merchant shall be held liable for frauds involving the use of mPOS
device due to its negligence, connivance etc.

The merchant shall under no circumstance, charge a differant price,
surcharge a cardholder/user or otherwise discriminate against any member
of the public who chooses to pay with a card or by other acceptable
electronic means.
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34586

3457

3458

3459

3.4.510

The merchant shall ensure that it complies with the minimum security
guidance provided by the Acquirer.

The merchant shall determine the location and condition of the mPOS
device at all times and shall inform the Acquirer immediately it is unable to
doso.

The Merchant shall be responsible for determining and maintaining
inventory of other applications that co-exist on mPOS devices.

The merchant and the Acquirer shall be responsible for the maintenance of
the mPOS device,

Merchant shall be responsible for restricting physical and logical access to
the mPOS device.

3.4.6 Cardholders/Users

3461

3462

3463

3464

3465

A cardholder/user shall:

I. Protect the payment card, mobile device and PIN with due care.
il. Motify the issuer immediately a PIN is compromised.
ili. Motify the issuer without delay about missing, stolen, damaged, lost
or destroyed card and/or mobile device.

The cardholder may withdraw from the contract for payment card without
prior nofice to the issuer, provided he does not owe any charges for
transactions on the payment card.

The cardholder shall present, when required by a merchant, a document
confirming his identity.

The cardholder shall receive value for the operations performad by means
of a payment card, and by so doing, the holder commits himself to pay the
amount of the operations together with charges due.

The cardholder shall be held liable for fraud committed with his card
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arising from the misuse of his PIN or his card.

3.4.6.6 The cardholder/user shall be entitled to receive a receipt or any other form
of evidence at the time a transaction is performed with his/her card.

3.4.6.7 The cardholder/user shall be entitled to receive, within a reasonable period,
at least monthly, a statement of all transactions performed with his/her
card.

3468 If a cardholder/user notifies his bank of a transaction error, the issuer

shall investigate and resolve the claim within 48 hours from the day of
notification, irrespective of the dispute resclution process of the card
scheme. Acquirer must immediately respond to Issuer's request, in the
process.

3.4.6.9 A cardholder/user shall be given not less than 5 working days’ notice
before changes are made to the terms and conditions of his card contract
and shall be given the option to opt out of the card contract without

penalty.
3.4.7 Card Schemes

All card schemes in Nigeria are bound by these Guidelines and other relevant
CBM Guidelines/Circulars.

3471 Any Card Scheme that wrongfully denies membership or delays the process
of certification to potential players, would be penalized by CBN — including
but not limited to paying a fine equivalent to the expacted revenue of the
payment services provider for that period, suspension and/or revocation of
license, and shall not be eligible for further participation in CEN licensing
schemes.

3472 Mo Card Scheme, or any entity that has a management contract with a Card
Scheme, shall engage in the business of acquiring. In addition, no entity in
which a Card Scheme, its subsidiary, or the majority shareholder of a card
scheme, has 20% shareholding or more shall engage in the
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3473

business of acquiring.

Mo Card Scheme shall engage in any antitrust activity or  any act that will
lead to abuse of dominant position, monopoly or unfair competition.
Accordingly, there shall not be any form of arrangement or collusion
between two or more Card Schemes, or Payment Schemes in respect of
issuing, acquiring, processing or switching.

3.4.8 Switches [Switching Companies)

3481

3482

3.5

351

3.5.2

353

All local switches in Nigeria shall ensure that transactions relating to all
cards issued by Nigerian banks are successfully switched between Acquirers
and Issuers.

To achieve the interconnectivity of all new and existing switching
companies, all switching companies shall open their networks for reciprocal
exchange of transactions/messages with the Nigeria Central Switch and
Payment Terminal Service Aggregator.

Settlement Mechanism

The settlement for all domestic mPOS transactions shall be done to the
merchant account on T + 1 basis, where T is the date the transaction is
performed. Failure to execute the T+1 settlement cycle shall result in a
sanction to the NIBSS.

Card schemes or their appointad switches shall provide settlement reports
to NIBSS on daily basis on or before 10:00 a.m. for the previous day's
transactions. The settlement information shall contain sufficient details in
the required format, as advised by MIBSS, to enable direct credit into
merchant accounts. Failure to provide this information within the timeline
and in the prescribed format will result in a sanction.

NIBSS shall also directly credit the accounts of other parties with their
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share of the Interchange.

354 MIBSS will be paid by the banks for the settlement done to the merchant
account in line with the NIBSS Electronic Funds Transfer [NEFT) fee
transaction charges.

3.6 Fees and Charges

3.6.1 Fees and charges for mPOS Card Acceptance services are fo be agreed
between service providers and banks/entities to which the services are
being provided, subject to the following limits:

. The maximum total fee that a merchant shall be charged for any
mPOS transaction shall be subject to negotiation between the
Acquirer and the merchant, after taking into account, the provisions
of the Interchange Guidelines.

ii. The fees and charges stated above are applicable to only mPOS
transactions performed with Nigerian issued cards. mPOS
transactions done with cards issued by foreign issuers will still follow
the pricing arrangament put in place by the relevant international
card scheme.

3.7a Transition to Achieve Interoperability

All commercial switches, processors or entities driving mPOS devices in
Nigeria shall ensure full and secure connection to the Central Switch, and
all transactions in respect of any card that the switch, processor or other
entity is not licensed to process or switch shall be routed through the NCS
to a licensed switch or processor for the purpose of processing such
transaction on behalf of the relevant Acquirer and for seeking authorisation
from the relevant Issuer.

3.7b  All mPOS devices must be plugged to the PTSA.
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3.8  Exclusivity Agreements

There shall be no form of exclusivity in any area of payment service
including but not limited to issuing, acquiring, processing, and sale and
maintenance of hardware and software. Any payment scheme, operator,
processor, infrastructure provider, switching company, service provider or
bank that contravenes this policy may be suspended for a minimum of one
(1) month by the CBN in the first instance, to be followed by stricter
sanctions if the practice persists.

3.9  Minimum mPOS Technical Specifications

Parameters

Specifications

Card Readers

EMV Chip/Smart cards, Magnetic stripe, supporting audio jack
interface and/or Bluetooth communications interface.
Optional: Contactless reader.

Communications

GPRS, Dial-up Modem. Optional: COMA, Wi-Fi

Certifications

EMV Tevels 1 & 2, PCT D55, PA-DSS, PCTPED online & offline (All
PCl

certifications should be Level/Version 2.1 minimum)

Printer

15 -18 lines per sec Thermal printer {optional).
Means of notification should also support email /SMS
notification.

Multi-Application

Supports Multiple Applications

Customization /
Others

E} iatingll: Coloured or branded housing, Labelling/embossing,

USB interfaces, Protocol implementation

3.10 Consumer Protection/Dispute Resolution

3.10.1  Acquirers shall, in conjunction with issuars, switches and other stakeholders
ensure resolution of disputed transactions between the merchant and the
cardholder within 48 hours. Acquirers must immediately respond to Issuer's

request.

3.10.2  Stakeholders/Parties may escalate complaints to the CBN, where theyare
dissatisfied with the result of 3.10.1 above.
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3.10.3

311

Any dispute, controversy or claim arising out of or relating to this Guidelines or the
breach, termination or invalidity thereof, shall be settled in accordance  with the
CBM's dispute resolution mechanism and if unresolved, may be referred to an
arbitral panel, as provided under the Arbitration and Conciliation Act Cap. A18 LFN
2004,

Compliance

All parties shall comply with the provisions of these Guidelines and other
related Guidelines issued by the CEN. Moncompliance with the Guidelines
shall attract appropriate sanctions by the CEN.

These Guidelines shall prevail in the case of conflict with any prior
guidelines issued by the CBN.
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4.0 GUIDELINES ON WEEB ACCEPTANCE SERVICES

4.1 Scope of the Guidelines

These Guidelines shall include all forms of transfer of monetary value on the
website of a merchant or a payment aggregator in fulfillment of consideration for
the purchase of goods and services on the web (internet).

4.2 Objectives

These Guidelines shall:

421  Provide minimum standards and requirements for the processing of
transactions via the web (internet) channel.

4.2.2  Promote safety and effectiveness of Web Acceptance Services and thereby
enhance user confidence in the service.

4.2.3  Identify the roles and responsibilities of stakeholders.

424  Encourage the development of effective, low risk, low cost and convenient

payment and financial services to customers and businesses through the
internet.

4.3  Minimum Standards for Web Acquiring

All web acquirers shall only utilize the services of gateway providers that
comply with the following minimum standards:

i) PCI DSS- Payment Card Industry Data Security Standard
ii) PA DS5- Payment Application Data Security Standard

iii) Triple DES- Data Encryption Standards should be the benchmark forall
data transmitted and authenticated between each party.

iv) 2FA- Second Factor Authentication
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4.4 Stakeholders

The following parties in a web payment scenario have responsibilities for web
payments transactions:

iv,

V.

Acquirer: including a CBN licensed web payment aggregator
Issuer

Merchant (website owner)

Payments Gateway Providers

Customer

4.5  Roles and Responsibilities of Stakeholders

4.5.1  Acquirer

In addition to the basic responsibilities of an acquirer as stipulated in extant
guidelines, the acquirer shall:

4511

45.1.2

4513

4514

4.5.1.5

Be responsible for engaging and managing the web payments gateway
provider.

Evaluate the merchant web application, technology and control
environment and ensure that it is implemented securely to accept
payments.

Ensure that merchants carry out appropriate regular threat scan on the
merchant's website and avail the merchant with updates on emerging
threats to ensure that appropriate measuraes are taken by the merchant to
mitigate risks.

Test website payment integration and ensure that sensitive customer data
are not retained on the merchant’s website.

For the minimum Web Capabilities of ecommerce websites/web portal,
Acquirers and service providers shall comply with scheme rules as defined
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4.5.1.6

4517

4518

4519

4.5.1.10

45111

4.5.1.12

45113

4.5.1.14

by the various card schemes, however, where there is conflict, this
Guidelines supersedes.

The acquirer can also be a merchant and deploy/implement a website to
accept card payments for its own services or services provided by
merchants acquired by them.

The Acquirer shall assist the Merchantin setting up the accounts in the bank
and any back-end processing for settlement of payments done on the
merchant website using cards.

The Acquirer shall acquire all transactions dome on the website of
Merchants acquired by them.

The acquirer shall sign an agreement with the merchant for accepting card
payment via the web channel.

The acquirer shall perform adequate Customer Due Diligence (CDD), Know-
your-Customer (KYC) and Know-your-Customer-Business KYC/B on the
merchant.

The acquirer shall maintain and reconcile merchant accounts on behalf of
the merchant.

The Acquirer reserves the right to discontinue acquiring for a merchant at
any time for proven cases of fraud, consistent failed deliveries and other
situations involving the Merchant, which may impact negatively on the
industry.

Acquirers shall implement a fraud management system that will detect
customer usage pattern and declinefaccept transaction, based on rules
defined on the fraud management system.

Acquirers shall profile merchants, based on the services being offered, and
define transaction limits.

4.5.2 Merchants

The merchant, in addition to the basic responsibilities as stipulated in extant
guidelines, shall:
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4521 Ensure that the terms and conditions for its products and services are
properly communicated and conspicuously displayed on its website.

4522 Ensure that it cooperates with the Acquirer in implementing appropriate
security measures.

4523 Provide the customer with clear instructions on the process for making
payments on its websites.

4524 Provide information to customers on the charges applicable to each web
payment option on its website.

4525 Carry out appropriate regular threat scan on its website and ensure that
appropriate measures are taken to mitigate risks

4.5.3 lssuer

The issuer, in addition to its responsibilities under the Guidelines on Card
Issuance, shall:

4531 Be responsible for the issuance of the cards. Only licensed deposittaking
banks shall serve as the issuers of payment cards.

4532 Commit to authorize the cardholder transaction made from the card linked
to a specified account in the issuing bank and seftle the operations
performed by the means of the card.

4533 Provide additional security measures e.g. second factor authentication to
cardholders who intend to utilize their cards for transactions via the web
channel.

4534 Be held liable for card fraud in the event that payments are made with hot

listed cards or where a card is reported as lost or stolen and subsequently
used to make payments on any other channel.

4535 Provide means through which cardholders can, at any time, notify the issuer
of any loss, theft or fraudulent use of the card and the issuer shall take all
necessary steps to stop any further use of the card.

4.5.3.6 Maintain internal records over a minimum period of seven (7) years to
enable audit trails on card-related transactions.
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4537

4538

4539

4.5.3.10

45311

45312

Be responsible for setting overall transaction limits on cards per day, and
transaction limits of such cards by channel, according to their card products
and risk guidelines.

Immediately acknowledge the dispute or complaints from cardholders, and
in conjunction with the Acquirer and platform provider, resolve such
disputes or complaints within 48 hours.

Furnish its cardholders with a detailed list of contractual terms and
conditions prior to activation. Such terms shall include at a minimum, fees
and charges, withdrawal limits (including offline transaction limits and
terms where applicable), billing cycles, termination procedures,
default/recovery procedures and loss/theft/misuse of card procedures.

Implement authentication at the “highly secured level” requiring 2 factor
authentication

Implement behavioral monitoring and SMS/email aleris as additional
controls to further protect the payer.

Mot enable a card for web transactions, unless requested by the customer.

4.5.4 Payments Gateway Provider
Payment Gateway Provider (PGP) Shall:

4541

4542

4.54.3

Provide services with respect to the processing of online payment
transactions related to the sale of goods and/or services.

Act as facilitator on behalf of cardholderfusers:

i. Toenable Payment Transactions; and
il. Processing authorisation requests.

Be responsible for the security of the data related to the payment

instrument that is possessed or otherwise stored, processed or
transmitted on behalf of cardholders/users.
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4544 Mot store card details on any server maintained by either the PGP orany

third party, without first undergoing a security audit carried out by a
Qualified Security Assessor (QSA).

4.5.4.5 Hold all forms of customer data securely and take responsibility forthe

security of the data.

4.5.5 Cardholder

The cardholder shall:
4.5.5.1 Guard his card, PIN and hardware token with utmost care.
4.5.5.4 Immediately notify the issuer if the card, PIN or token is

4.6
4.6.1

4.6.2

4.7
471

4.7.2

4.7.3

4.7.4

lost/compromised.

Settlement Mechanism
The settlement for all WEB transactions shall be made to the merchant
account on a T+1 basis, where T is the date the transaction isperformed.

The Acquirer shall settle the funds to merchant’s account.

Fees

Fees shall be based on CBN Interchange Guidelines.
The interchange will be regulated by the Central Bank

Fees and charges for Web transaction are to be agreed between service providers
and banks/entities to which the services are being provided subject to the
following limits:

i. The maximum total fee that a merchant shall be charged for any Web
transaction shall be subject to negotiation between the Acquirer and the
merchant, after taking into account the provisions of the Interchange
Guidelines.

Other service providers will be free to negotiate their fees with the party that
service is being rendered to
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4.7.5 Web transactions done with cards issued in foreign currencies will follow the
pricing arrangement putin place by the relevant international scheme.

4.8 Consumer Protection/Dispute Resolution

Any dispute, controversy or claim arising out of or relating to this Guidelines or the
breach, termination or invalidity thereof shall be settled in accordance with the
CBM's dispute resolution mechanism and if unresolved may be referred to an
arhitral panel, as provided under the Arbitration and Conciliation Act Cap. ALE LFN
2004,

4.9 Chargeback Period for ATM, POS and Web Transactions

1. The reversal of failed on-us ATM transactions (failed transactions when
customers use their cards on their bank’'s ATMs) shall be instant.

However, where instant reversal fails due to technical issues of system
glitches, the timeline for manual reversal shall not exceed 24 hours.

2. Timeline for refunds on failad not-on-us ATM transactions (failed
transactions when customers use their cards on other bank's ATMs) shall
not exceed 48 hours.

3. Refunds on disputed/failed POS/Web transactions shall be treated within
48 hours.

4. Participants in the payments system are also required to comply with the
following additional requirements:

a) All Switches are to adjust the chargeback cycle in their dispute
solutions to 24 hours from 72 hours
b) All Acquirer initiated refunds shall henceforth be initiated by all

banks within 48 hours.

c) Processors are to provide daily settlement reports latest 8 a.m. on
a T+1 basis.

d) MIBSS shall send daily reports on reversals to processors on or
before 10 pm each day
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4,10 Compliance
All parties shall comply with the provisions of these guidelines, and other
related Guidelines issued by the CBN. Non-compliance with the guidelines

shall attract appropriate sanctions by the CEN.

These Guidelines shall prevail in the case of conflict with any prior
guidelines issued by the CBN.
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5.0

DEFINITION OF TERMS

The terms below shall have the following meaning, for the purpose of the
Guidelines.

1)

Acquirer means bank or any other legal person concluding contracts with
merchants concerning acceptance of payment by means of an electronic
payment token.

Card Reader is an apparatus that reads data from a payment card. It may
have an audio jack that is attachable to a port or may connect via Bluetooth
to the mobile device.

Card Schemes define the rules of the card system (e.g. interchanges,
licenses, fraud responsibilitias), and choices of technical functionalities (e.g.
standards, protocols, security requirements).

Cardholder means an individual or company issued with a payment card
linked to an account at a licensed financial institution

Competent Authorities include Courts, Economic and Financial Crime
Commission (EFCC), Independent Corrupt Practices Commission (ICPC),
Regulatory Authorities such as the CBN, Nigeria Deposit Insurance
Commission (NDIC).

Contactless refers to a process of performing a transaction via an NFC
antenna embedded within a mobile device.

EMV (Europay, MasterCard, Visa) is the global standard that ensures smart
(Chip-and-PIN) cards, terminals and other systems interoperate.

Hot list means list of deactivated cards by the issuer, that were reported
missing, stolen, lost or damaged by the card holders.

551



9) Interconnectivity means ability for reciprocal exchange of
transactions/messages between two or more switching networks.

10} Interoperability means ability to issue cards and deploy devices in such a
way that all customers (card holders, merchants and issuers) perceive
operations, while obtaining service, as if the interconnected networks were
one. (refer to hitp://www.bis.org/cpmiy).

11) Issuer: Licenced Financial institution that issues payment tokens to
customers

12) Merchant Acguirer means a CBN licensed institution that has agreement
with the relevant card scheme to contract with merchants to accept
payment cards as means of payment.

13) Merchant means an organization or entity that contracts with a Merchant
Acquirer for accepting payment by means of payment card or any other
electronic payment instrument.

14) Member Institutions means banks and other financial institutions that are
on the network of a particular switching company.

13) MPR means Minimum Palicy Rate.

16) mPO5 stands for mobile Point of Sale. A device such as a tablet or any mobile
phone with card accepting device attached to it that performs the functions
of an electronic Point of Sale (PoS) terminal.

17) Near Field Communication (NFC) is the set of protocols that enables devices
to establish radio communication with each other by touching each other
or bringing them into proximity of a distance typically 10 em (3.9 in) or less.

18) NIBSS stands for the Nigeria Inter-Bank Settlement System, it was mandated
to among others, act as the Automated Clearing House {ACH),
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Payment Terminal Service Aggregator (PTSA) and Nigeria Central Switch
(NCS) for Nigeria.

19) Offline transaction means a transaction in which no direct connection is
made betwesn the device(s) involved in the transaction and a centralized
computer system for the purpose of effecting settlement, or authenticating
the transaction before it is executed.

20) Online transaction means a transaction in which there is a direct connection
between the device(s) and a centralized computer system for effecting
settlement or authorization or validation before a transaction can be
executed.

21) PA-DSS stands for Payment Application Data Security Standard. PA-DSS
compliant applications help merchants and agents mitigate compromises,
prevent storage of sensitive cardholder data, and support overall
compliance with the PCI DSS.

22) Payments GP Payment Gateway is an e-commerce application service
provider that authorizes card payments for e-businesses, online retailers,
etc.

23) Payment tokens: Any electronic payment instruments provided by an issuer
to initiate a payment transaction.

24) PCI D85 stands for Payment Card Industry Data Security Standard. It was
developed to encourage and enhance cardholder data security and
facilitate the broad adoption of consistent data security measures globally.
(See www.pcisecuritystandards.org/documents/PCl_DSS5 v3-1.pdf)

23) PCI PED stands for Payment Card Industry Pin Entry Device. PCl PED security
requirements are designed to secure personal identification number [PIN)-
based transactions globally and apply to devices that accept PIN entry for
all PIN based transactions.

26) PCl PTS stands for Payment Card Industry PIN Transaction Security

requirements. These are used primarily by ATM and point-of-sale device
manufacturers to secure cardholder’s details at physical point of entry.
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27) PIN means Personal Identification Number.

28) Processor processes card transactions.

29) Point-to-Point Encryption (P2PE) is a method of protocol for data encryption
ensuring secure transmission between two points.

30) settlement Agents: Institutions that generates financial data and compute
net settlement position for each financial institution in a payment
scheme(s).

31) Smart phone is a phone built on advanced mobile computing platform with
superior capabilities than a feature phone.

32) Switching means a system that captures electronic financial transactions
from touch-points, applies rules, determines destinations, delivers the
transactions and gives appropriate feedback.

33) T means transaction day, or the date a customer logs the complaint.

34) Tablet is a mobile computer that is larger than a typical smart phone, with
integrated features, such as touch screen and is typically operated not by
keyboard but through touching screen.

33) Web Acceptance is the process of accepting payments through the web
channel.

36) Web is an information space, where documents and other web resources
are identified by uniform resource identifiers, interlinked by hypertext links,
and accessible via the Internet.

CENTRAL BANK OF NIGERIA
JUNE, 2020,
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CENTRAL BANK OF NIGERTA

Central Business District,
Cadastral Zone A
PM.B. 0187, Garki

PAYMENTS SYSTEM MANAGEMENT DEPARTMENT Abuja.

Tel: 09 462 38300, 09 462 28346

comail: pemdi@Eichn, gov.ng

website: wrow.chi.gov.ng

PSEM/DIR/CON/CWO/05/030 March 9, 2020

To: Al Deposit Money Banks (DMBs); and Other Financial Institutions
(OFIs).

CIRCULAR ON THE REVISED STANDARDS ON NIGERIA UNIFORM
BANK _ACCOUNT NUMBER (NUBAN) FOR BANKS AND OTHER
FINANCIAL INSTITUTIONS

The Central Bank of Nigeria (CBEN), in furtherance of its mandate for the developmeant of
elactronic payments system in Migeria, hereby issues the Revised Standards on Migeria
Uniform Bank Account Mumber (NUBAM) for banks and other financial institutions, (the
“Standards”) for the efficient operations of electronic funds transfer and chegue clearing
operations by DMBs and OFls.

The CEN first issued the NUBAN Standards in August 2010, to achieve uniform customer
bank account numbering structure among all DMBs in Nigeria. In view of the success of
the NUBAM Standards across DMBs and the increasing role of the OFls in the Electronic
Payments System, it is imperative that the scope of the Standards be expanded to include
the OFls. Itis in this regard that the Revised Standards on Nigeria Uniform Bank Account
Mumber (NUBAMN) Scheme for banks in Nigeria was revised to include the OFis,

This Circular takes effect from April 20, 2020 but with a deadline of March 15, 2021 for
full compliance, after which appropriate sanctions would be imposed for contraventions
and non-compliance.

Please, be guided accordingly

Musa
Director, Payments System Management Department

555



REVISED STANDARDS ON NIGERIA UNIFORM
BANK ACCOUNT NUMBER (NUBAN) FOR BANKS
AND OTHER FINANCIAL INSTITUTIONS

2019
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REVISED STANDARDS ON NIGERIA UNIFORM BANK ACCOUNT
NUMBER _(NUBAN) FOR BANKS AND OTHER FINANCIAL
INSTITUTIONS

1. PREAMBLE

In exercise of the powers confemred on the Central Bank of Nigeria (CBEMN) under
the Banks and Other Financial Institutions Act (BOFA) 1991 [as amended) and
CBM Act 2007 to make regulations and to promote sound financial system in
Migeria, facilitate the development of an efficient and effective payments
system in MNigeria, the CBN hereby issues the Revised Standards on Migeria
Uniform Bank Account Mumber (NUBAN) for Banks and Other Financial
Institutions, (the “Standards”) for the efficient operations of Electronic Funds
Transfer and cheque clearing operations by Banks and Other Fnancial
Institutions (OFls).

The CBN first issued the Migeria Uniform Bank Account NMumber [MNUBAM)
Standards in August 2010, to achieve uniform customer bank account
numbering structure among all Deposit Money Banks in Nigeria. In view of the
success of the NUBAM Standards across DMBs and the increasing role of the OFls
in the Electronic Fayments System, it is imperafive that the scope of the

Standards be expanded to include the OFs.
2. SCOPE

The Standards sets out the approved structure of a customer account number in

all depaosit taking institutions in Migeria.
3. IMPLEMENTATION MODALITY

3.1. CHECK DIGIT ALGORITHM
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The NUBAN format shall consist of 16 digits with the following structure: ABCDEF-
GHUKLMNO-F where —

For DMBs:

ABCDEF is the 3-digit Financial Institution code assigned by the CBN, with 3
leading zeros e.g. ‘011" and ‘232" become ‘000011" and ‘000232

respectively;
For OFls:

ABCDEF is the 5-digit Financial Institution code assigned by the CBMN with a
leading ‘9" e.g. '50547" becomes '?50547";

For DMBs and OFls:
GHUJKLMNQ is the NUBAN acccount seral number,

P is the MUBAN Check Digit, required for account number validation which

is determined using the following algorithm:

Step I: Calculate
A*FTB*THC*I+D*IHE*THF 3+ G*IHH*7H*3+J*F+K*7+L*FTM*F+N*7+0O*3

Step 2: Calculate Modulo 10 of your resull i.e. the remainder after dividing
by 10

Step 3: Subfract your result from 10 to get the Check Digit
Step 4: If your result iz 10, then use 0 as your check digit
lustration 1 (DMB):

The MUBAMN code of a typical customer bank account in a DMB with institution

number 011 would be derived as follows:
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¥ Convert DMB code of 011 to a é-digit code of 000011;

¥ Assume a NUBAN serial number of 000001457;

¥ The check digit would be computed as follows:
Step 1: O*3+0%7+0°3+0"3+1"7+1"3+0%3+0°7+0* 340" 3+0*7+1"3+4°3+5"7+7"3 = 8]
Step 2: Modulo 10of 81 s 1 i.e. 1 is the remainder when you divide 81 by 10
Step 3: Subfract 1 from 10 to get Check Digit ¢
Therefore, the NUBAN code for this illustration is 0000014579
llustration 2 (OFI):

The S-digit code assigned to an OF by CBN is 50547, so the NUBAN code of a

typical customer of the OF would be derived as follows:

¥ Convert OFl code of 50547 to a é-digit code of 950547

¥ Assume a NUBAN serial number of 000021457

¥ The check digit would be computed as follows:
Step 1: 9*3+5°7+0 35" 3+4°7+7" 340" 3+0°7+0 I+ I+ 27+ 1" 3+4"3+57+773 = 211
Step 2: Modulo 10of 211 s 1i.e. 1 is the remainder when you divide 211 by 10
Step 3: Subfract 1 from 10 to get ¢
Step 4: So the check digitis ¢

Therefore, the NUBAN code for this illustration is 0000214579
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3.2. SORTCODE
a. DMB:z
The SORT CODE format for DMBs shall be ABC-DE-FGH-l where:
ABC is the 3-digit DMB code assigned by the CBN
DE= State Code
FGH=Branch code
I= Check Digit computed using the sort code computation algorthm.
k. OFls
The SORT CODE format for OHs shall be
A-BCDEF-GH-l where:
A=% (OFl Identifier)
BCDEF is the 5-digit OH code assigned by the CEM
GH= State Code

I= Check Digit computed using the sort code computation algorithm.

4. UNIGQUENESS AND USAGE OF NUBAN

The MUBAN account number advised to a customer shall be 10 digits which is
unigue within each deposit taking institution.

5. COMMENCEMENT

This Standards shall take effect one year from the date of release by the CBN
and supersede the NUBAN Standards of August 19, 2010.
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1. INTRODUCTION

The journey to the Payments System Vision 2020 (PSV 2020] started in 2007 with
the objective of making the Nigeria Payments System internationally recognised
and nationally utilised. The phased implementation of the vision and other
developments in the financial space including the pursuit of the Financial System
Stability Vision 2020(FSS 2020) has stimulated an exponential growth in financial
activities and hence in the volume and value of payment flows both within and
across national borders.

The rapid growth in the volume and value of financial transactions represents an
important source of revenue for the providers of payment services particularly
banks and other stakeholders. Other benefits include: fostering safety and efficiency
of payment, clearing, settlement, and recording systems, promotion of financial
system stability, speed of service and transactions, development of new lifestyle
products, financial inclusion, etc. The growth has also significantly altered the risks
associated with the payment and settlement of these transactions. As a result,
payment and settlement systems are important potential sources of systemic risks.

Furthermore, payments systemn may increase, shift. concentrate, or otherwise
transform risks in unanticipated ways. The failure of one or more of the
participants in a payment system to settle their payments or other finandal
transactions as expected, in turn, could create credit or liquidity problems for
participants and their customers, the system operator, other finaneial institutions,
and the financial markets the payment system serves. Such a failure may ultimately
undermine public confidence in the nation’s financial system.

It is therefore necessary to effectively manage the risks associated with payments
system, as such systems which inherently create interdependencies among
finanecial institutions can create systemic risks. A disruption may originate from
any of the interdependent entities, including the system operator, participants in a
payment system, or other systems, and spread quickly and widely across markets if
the risks that arise among these parties are not adequately measured, monitored,
and managed. For example, interdependencies are usually based on a series of
complex and time sensitive transactions and payment flows which, in combination
with a payment system's design, can lead to significant demands for intraday credit
or liquidity, on either a regular or an extraordinary basis.

The Central Bank of Nigeria (CBN) as a settlement institution plays an important
role in the Payments System. It is the primary provider of intraday balances and
credit to foster the smooth operation and timely completion of settlement
processes. To that extent, the CBN may face the risk of loss if such intraday credit is
not repaid as plammed.
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Furthermore, mitigating the risks associated with payments system is important for
the effective management of monetary policy and banking supervision. For
example, the orderly settlement of Open Market Operations (OMO) and the efficient
movement of funds throughout the financial system via the financial markets and
the payments system that support those markets are critical to the effective
implementation of monetary policy. Similarly, supervisory objectives must take into
account the risks that payment systems pose to the financial system by
participating directly or indirectly in, or providing settlement. custody, or credit
services,

In the interconnected environment, the safety and efficiency of these systems may
affect the stability and soundness of financial institutions and consequently the
financial stability of the country. As a result, safeguarding the integrity of the
payments system in Nigeria has acquired additional significance and calls for the
upgrading of associated risk management procedures through concerted efforts by
market participants and the relevant authorities, notably the CBN.

In light of the abowe, the CBN approved the Nigerian Payments System Risk and

Information Security Management Framework (this Framework) to guide the

management of risks associated with the payments system in Nigeria.

OEJECTIVES OF THE FRAMEWORK

The objectives of this framework include to:

a. identify and address sources of systemic risks within the Nigerian Payments
System landscape;

b. establish sound governance arrangements to oversee the risk management
framework by ensuring that risks are identified, monitored and treated;

c. establish clear and appropriate rules and procedures to carry out the risk-
management objectives;

d. employ the rescurces necessary to achieve the payments system's risk
management objectives; and

e. integrate risk management into the decision making processes of the Scheme
Boards and Working Groups under PSV 2020.
ScoPE

This Framework is designed to guide the operators and users of the payment
systems across Nigeria. These systems may be organized, located or operated
within Nigeria (domestic payments). cutside Nigeria (offshore payments), or both
(cross-border payments) and may involve currencies other than the Naira (non-
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Maira systems and multi-currency systems). The scope of the Framework also
includes any payment system based or operated in Nigeria that engages in the
settlement of non-Maira transactions operating within Migeria and those that
operate across the Migerian borders (cross border payment systems): along with
their infrastructure providers and the Payment Service Providers (P5Ps) that make
up these systems.

This Framework does not apply to arrangements for the physical movement of cash
or systems for settling securities nor apply to market infrastructures such as
trading exchanges, trade-execution facilities, or multilateral trade-compression
systems. [t is also not intended to apply to bilateral payment, clearing, or settlement
relationships, where a payment system is not involved, between financial
institutions and their customers, such as traditional correspondent banking and
government securities clearing services.

Risk MANAGEMENT GOVERNANCE STRUCTURE

The Payments System Management Department of the CEN is responsible for
setting, applying and coordinating risk standards across the Nigeria Payments
space, It is supported by the Payments Initiative Coordinating Committee and the
four (4) Scheme Boards.

RoLEs aND RESPONSIBILITIES

5.1. CENTRAL BANK OF NIGERIA [CEN)
The owerall responsibility for the management of risk across the National
Payments System rests with the CBN. The CBN is expected to drive the overall
Mational Payments System Strategy, provide cross-scheme resource and
arbitrate in cross-scheme decisions.

Its risk governance responsibilities include to:

a. provide risk oversight of the payments system and ensure adequate
resources are allocated to risk management activities;

b. approve the risk strategy for the payments system;

c. set risk parameters and tolerances within which payment system activities
would be conducted:

d. determine and periedically review payments system key policies and
processes; and

€. review payments system risk reports and direct remedial and [ or mitigating
actions as appropriate.
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5.2. PAYMENT INITIATIVE COORDINATING COMMITTEE [PICC)
The membership of PICC is composed of all the Chairpersons of the Payment
Scheme Boards, Payments Initiative Working Groups, Special Interest Working
Groups and Independent Director(s) representing the end-user community. The
PICC is Chaired by the Director, Payments System Management Department

The PICC provides advisory services to the Bank on Payments System. It also
serves as a forum where issues relating to risk affecting the various initiatives
are discussed.

5.3. PAYMENTS SCHEME BEOARD (PSE)
The PSBs are respensible for monitoring full conformance to the Principles of
Financial Market Infrastructure and other best practices. The PSBEs shall
recommend initiatives, strategies and policies to the CBN with a view to close
any gaps related to full conformance to agreed best practice. This ensures the
resiliency and efficiency of the Nigerian Payments System.

Also, the PSBs provide advise to the CBN for the establishment of an appropriate
general Risk Management Framework for their respective scheme.

Risks in PAYMENTS SYSTEM

The basic risks in payments system include systemic risk, credit risk, liquidity risk,
operational risk, legal risk, settlement risk and information security risk. In the
context of this Framework, these risks are defined as below.

6.1. SYSTEMIC RISE
The danger that problems in a single Payments System participant could disrupt
the normal functioning of the entire payment system space leading to potential
collapse of the financial system and or damage to the national economy.

6.2. CREDIT RISK
The risk that a counterparty, whether a participant or other entity, is unable to
meet its financial obligations when they fall due, or at any time before or after
the due date.

Participants within a payment system are obligated to meet their commitments.
When one party is unable to fulfil such obligation, this creates a credit risk that
might spread through the system (via a contingent effect and for contagion). As
with most financial systems, participants often rely on the fulfilment of prior
obligation to meet future or immediate obligation. Therefore having a well-
articulated, regulated and managed credit risk process is essential to the well-
being of any payment system.
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The Nigerian Payments System has rules and processes including a collateral
management framework to maintain the associated credit risk at a level that is
acceptable.

6.3. LIQUIDITY RISK:
The risk that a party in a payment flow, whether a participant or other entity, is
unable to meet its financial obligations when due, even though it may be able to
do so in the future. A payment system may bear or generate liquidity risk in one
or more currencies in its payment or settlement process based on its design or
operations. In this context, liquidity risk may arise between or among the
payment system operators, participants and other entities (such as settlement
banks, nostro agents, or liquidity providers).

6.4, OPERATIONAL RISK
The risk that inadequacies in internal processes, human errors, management
failures, information technology systems or disruptions from external events will
result in the reduction, deterioration, or breakdown of services provided by the
payment system.

6.5. COMPLIANCE, LEGAL AND REGULATORY RISK
The risk that arises from an unexpected or uncertain application of a law or
regulation. These risks also arise between financial institutions as they clear,
settle, and effect payments and other financial transactions and must be
managed by institutions, both individually and collectively.

6.6. SETTLEMENT RISK
The general term used to designate the risk that settlement in a funds or
securities transfer system will not take place as expected. This risk may comprise
both credit and liquidity risks.

6.7. INFORMATION SECURITY RISK
The risk of loss resulting from unauthorized access, use, disclosure, disruption,
modification, perusal, inspection, recording or destruction of information assets
and information systems.

Cyber security is a growing area of concern that deserves particular and
continuous attention at the highest level.
GENERAL PoLicy EXPECTATIONS

7.1. PRINCIPLES FOR FINANCIAL MARKET INFRASTRUCTURES
The Principles for Financial Market Infrastructures (PFMI) issued by the
Committee on Payment and Settlement Systems (CPSS) and the Technical
Committee of the International Organization of Securities Commissions (I05CO)
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establish minimum standards for addressing risk associated with Payments
System that are systemically important.

The standards captured in the PFMI have been widely recognized, supported,
and endorsed by the CEN. The implementation of the PFMI by the payments
system will promote safety, efficiency and stability of the financial system.
Accordingly, the CBN has incorporated into this Framework PSR policy
principles 1 through 24 from the PFML In applying part I of this policy, the CBN
and the Scheme Boards shall be guided by the key considerations and
explanatory notes from the PFML

7.2. RISK MANAGEMENT FRAMEWORKE
Scheme Boards shall maintain a general Risk Management Framework for their
scheme and shall require all payment systems within the scheme to implement a
risk-management framework appropriate for the risks the payment system
poses to the scheme and the broader financial system.

At a minimum, the risk management framework shall include to:

a. establish sound governance arrangements to oversee the risk management
framework:

b. set sound risk management objectives and establish processes for identifying
the key risks associated with the payment scheme:

c. establish clear and appropriate rules and procedures to pursue the stated
objectives;

d. employ the resources necessary to achieve the system's risk-management
objectives and implement effectively its rules and procedures; and

€. build resilience and security adequate to ensure the confidentiality, integrity
and availability of the system.

IDENTIFY RISKS AND SET RISK-MANAGEMENT OBJECTIVES

Appropriate risk identification and assessment is the foundation of a sound risk-
management framework. Scheme Boards and Payment System Operators shall
take adequate steps to clearly identify and assess all risks that may result from
or arise in any part of the payment system including the system’s settlement
process as well as the parties posing and bearing each risk

In particular, system operators should:

a. identify the risks posed to and borne by the system participants, and other
key parties such as a system's settlement banks, custody banks, and third-
party service providers;
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b. analyse whether risks might be imposed on other external parties and the
financial system more broadly;

¢. analyse how risk is transformed or concentrated by the settlement process;

d. consider the possibility that attempts to limit one type of risk that could lead
to an increase in another type of risk;

€. be aware of risks that might be unique to certain instruments, participants, or
market practices;

f. where payment systems have inter-relationships with or dependencies on
other Financial Market Infrastructures [FMIs), system operators should
analyse whether and to what extent any cross-system risks exist and who
bears them;

g. set risk management objectives that clearly allocate acceptable risks among
the relevant parties and set out strategies to manage these risks;

h. establish the risk tolerance of the system, including the levels of risk
exposure that are acceptable to the system operator, system participants, and
other relevant parties: and

i re-evaluate their risks in conjunction with any major changes in the
settlement process or cperations, the transactions settled by the system’s
rules or procedures, or the relevant legal and market environments.

Risk management objectives should be consistent with the objectives of this
Framework, the system's business purposes, and the type of payment
instruments and markets for which the system clears and settles. Risk-
management objectives should also be communicated to and understood by both
the system operator’s staff and system participants. System operators shall
review the risk management objectives regularly to ensure that:

i they are appropriate for the risks posed by the system:

ii. they continue to be aligned with the system's purposes;

iii. they remain consistent with this Framework: and

iv. they are being effectively adhered to by the system operator and participants.
ESTABLISH SO0UND GOVERNANCE ARRANGEMENTS TO OVERSEE THE RISK MANAGEMENT
FRAMEWORK

Each payment system shall have sound governance arrangements to implement
and oversee their risk management frameworks. The responsibility for sound
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governance rests with a system operator's board of directors or similar body and
with the system operator’s senior management.

Such governance structures and processes shall:

i betransparent;
ii. enable the establishment of clear risk management objectives;

iil. set and enforce clear lines of responsibility and accountability for achieving
these objectives;

iv. ensure that there is appropriate oversight of the risk management process:
and

v. enable the effective use of information reported by the system operator's
management, internal auditors, and external auditors to monitor the
performance of the risk management process.

Individuals responsible for governance shall be qualified for their positions,
understand their responsibiliies, and understand their system's risk
management framework. Governance arrangements should also ensure that risk
management information is shared in forms, and at times, that allow individuals
responsible for governance to fulfil their duties effectively. Risk reports should
be presented to the Board of Directors of payment system operators at least
quarterly

ESTAELISH CLEAR AND APPROFRIATE RULES AND PROCEDURES TO CARRY OUT THE RISK
MANAGEMENT OBJECTIVES.

Payment systems shall have rules and procedures that are appropriate and
sufficient to carry out the system's risk-management objectives and that are
consistent with its legal framework. Such rules and procedures shall specify the
respective responsibilities of the system operator, system participants, and other
relevant parties. Rules and procedures shall establish the key features of a
system’s settlement and risk-management design and specify clear and
transparent crisis management procedures and settlement failure procedures, if
applicable.

EMPLOY THE RESOURCES NECESSARY TO ACHIEVE THE SYSTEM'S RISK MANAGEMENT
OBJECTIVES AND IMPLEMENT EFFECTIVELY ITS RULES AND PROCEDURES

System operators shall ensure that the appropriate resources and processes are
in place to allow the system to achieve its risk management objectives and
implement effectively its rules and procedures. In particular, the system
operator's staff shall have the requisite skills, information, and tools to apply the
system’s rules and procedures to achiewe the system’s risk management
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objectives. System operators shall also ensure that their facilities and
contingency arrangements, including any information system resources, are
sufficient to meet their risk management objectives,

BUILD RESILIENCE AND SECURITY ADEQUATE TO ENSURE THE CONFIDENTIALITY, INTEGRITY
AND AVAILABILITY OF THE SYSTEM

The Scheme Boards should ensure that Operators build and implement adequate
resilience into their infrastructure and operations to limit the potential for
disruptions [operational failures) resulting from single points of failure. In
addition, Operators shall ensure that critical data including customer
information are encrypted to the standard specified in the extant CEN guidelines.

Furthermore, Operators shall implement appropriate back-up and disaster
recovery programs to limit the impact of prolenged disruption including denial
of service attacks. Such a program shall include daily comprehensive data back-
up: adequately resourced alternate site(s) for IT and other operational activities
as well as detailed procedures for responding to material disruptions. The
disaster recovery programme shall be tested at least once a year to ensure its
continued effectiveness and completeness.

8. OTHER CONSIDERATIONS FOR A RISK MANAGEMENT FRAMEWORK

Payment systems differ widely in form, function, scale, and scope of activities.
These characteristics result in differing combinations and levels of risks. Thus, the
exact features of a system’s risk management framework should be tailored to the
risks of that system. Where appropriate, the following should be covered:

8.1. LEGALAND REGULATORY
i. Each Scheme Board shall recommend a set of rules for the registration of
scheme participants. Aspiring members shall be required to comply with the
requirements set by the appropriate scheme board.

il. Participants operating in the Nigerian payment space shall be licensed and

regulated by the CBN.

iii. Participants operating in the Nigerian payment space shall ensure they

comply with all appropriate CEN Guidelines.

iv. Participants and Payment Service Providers [PSPs) shall maintain a
Compliance Matrix or other appropriate cross referencing tool to ensure and
provide proof of compliance with key regulatory requirements.

All participants should have a legal and regulatory risk management policy.

Participants shall establish an appropriate compliance function within their
organisation that provides regular reports to their Board of Directors.

g =

572



8.2,

ili.

iv.

i,

iv.

&

MIGERIAN PAYMENTS SYSTEM

RISE AND INFORMATION SECURITY MANSGEMENT FRAMEWORK

BUSINESS CONTINUITY
Participants shall build adequate redundancies into their operational
infrastructures to reduce the risks associated with single points of failure to
an acceptable level.

Participants shall have a robust Operational Risk Management Policy that
includes a Business Continuity Strategy and show evidence of compliance
with IS0 22301 standards and subsequent standards.

Participants shall ensure that appropriate business continuity plans covering
all critical services are in place and routinely tested. This should include
services in the area of networking and good succession plan for critical
personnel

Scheme Boards and participants shall ensure that all PSPs and other key
suppliers have appropriate business continuity plans, covering all eritical
services, which are routinely tested and awvailable for audit.

Scheme Boards shall encourage improved collaboration among participants
&.g. the use of shared services.

Systemically Important Payment Systems (as defined by the appropriate

scheme boards) shall maintain a ‘Living Will' to allow for an orderly wind-
down procedure should the need arise.

ENOW YOUR CUSTOMER / CLIENT

Scheme participants shall conduct appropriate continucus KYC on all
Merchant customers/clients before on-boarding and throughout the life of
the relationship.

4. As a minimum, the KYC check shall include checks against the
appropriate sanction lists including the BVN Watch list.

b. KYC shall include adequate understanding and documentation of the
Merchant customer’s main business lines (Know Your Customer's
Business [KYCB) to ensure effective transaction monitoring.

c. A Merchant customer/client with any of its directors on the BVN
Watch-list database shall be subject to enhanced monitoring,

Each Scheme Board shall recommend appropriate enhanced monitoring
schemes for watch-listed customers/clients Merchant. This shall include
setting appropriate transaction limits in terms of volume and wvalue for
watch-listed customers /clients Merchant.

A customer/client/ Merchant shall only be removed from the BVN Watch-list,
in line with the BVN Watch-List Framework

An Acquirer shall not on-board a Merchant where the Acquirer is aware or
reasonably suspects that a Merchant is invelved in illegal or illicit business
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Operators shall comply with CBN guidelines on the set up of Anti-Fraud desk
and fraud management system.

8.4. SCHEME OPERATIONS

iv.

Vi

8.5.

i

Each Scheme Board shall:

recommend clear and detailed procedures to govern the day to day
operations of the scheme;

recommend minimum capital requirement for participants. Each scheme
shall define clear rules regarding actions to be taken in the event that a
participant is unable to meet the prescribed minimum capital requirement
and make appropriate recommendafions to the CBN;

recommend a process for reviewing new products within the scheme space.
Such reviews shall include a detailed risk assessment that identifies the key
risks associated with the product and controls built into the product design:

conduct an annual risk review of existing products in the scheme space;
agree a unified risk based collateral requirement for participation in the

payment space;
release reports that make the following information public:
a. standards to be adopted;
b. data on volume and value of transactions;
c. emerging risks and frends;
d. projections for the industry:
e penalties;
take adequate steps to retain public confidence in the operations of the
scheme, which shall include but not limited to:
ensuring the availability and reliability of the platform:
security of transactions;
transparency of rules and related charges;
effective communication and strong relationship with key
stakeholders; and
e. develop strategies for crisis management including assigning specific
roles and responsibilities.

oW

SETTLEMENT RULES AND DEFAULT MAMNAGEMENT
Each Scheme Board shall:-

recommend clear rules with regards to the irrevocability of transactions,
finality of payment and settlement;
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recommend and communicate settlement procedures to all participants;
furthermore, each participant shall ensure full compliance with settlement
rules as it applies to the schems and take adequate steps to mitigate its
exposure to liguidity and credit risks that may impact on the scheme
settlement;

recommend well defined procedure for the management of default. Such
procedure shall be in line with existing PFMI; where appropriate, the scheme
board shall define who bears any losses that may result from a default, what
actions are taken against the defaulting party and any other steps required to
ensure the continuity of the scheme;

develop appropriate credit risk management practices to limit the risk
associated with counter party and settlement failure; and

agree a unified risk based collateral requirement for participation in the

payment space.

INFORMATION SECURITY
System operators, Participants and P5Ps shall:
a. establish and implement Information Security policies that are in line
with IS0 27001 standards or subsequent standards; and
b. ensure the confidentiality, integrity and availability of all information,
systems and networks that are critical to the success of the scheme.
The cwners of such information, systems and networks shall be
responsible for deploying the required resources.
Scheme Boards shall recommend where appropriate a minimum information
security protocol such as PCIDSS for Card Payment System, to ensure the
security of transactions and information transmission across the scheme.
Participants and PSPs shall conduct annual Information Security assessment
including penetration and vulnerability tests to ensure it is aware and is
taking adequate steps to address current and on-going issues.
OTHER REQUIREMENTS
Each Scheme Board shall recommend minimum frand prevention
requirements for participants in its scheme.
Participants shall designate an officer who will be responsible for managing
risks relating to payment system.
Participants shall ensure that adequate risk management practices and
processes are implemented across activities that may impact on the
Payments System.
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9. SCHEME SPECIFIC REQUIREMENTS

4.1

L

iv.

vi.

2.2,

CARD PAYMENT SCHEME RISK REQUIREMENTS

Cards shall be produced in accordance with CEN “Guidelines on Card
Issuance and Usage in Migeria” and the Payment Card Industry (PCI) card
production security standards; where applicable.

The handling of cards through the Card Life Cycle shall be in accordance with
the minimum standards as defined by PCI Data Security Standards (DSS) and
CEN “Guidelines on Card Issuance and Usage in Nigeria® or as may be
reviewed from time to time.

Acquirers shall ensure that Merchants with turnover greater than
N10Million/month (with the Acquirer), or as maybe prescribed by the CBN
from time to time, screen their employees against the BVN Watch-list at least
ONCE A Year.

Once an Acquirer identifies a Merchant or an employee(s) of a Merchant as
the source or a participant in fraudulent transactions and related activities;
the Acquirer shall propose the Merchant or employee for Watch-listing,
Acquirers shall screen directors and signatories of each Merchant against the
BVN watch-list before on-boarding by Acquirers

Card Payments Scheme Board shall agree and recommend the industry limit
on card transactions.

All Card Mot Present (CNP) transactions on Nigerian issued Cards from a
Migerian acquired Merchant shall use a minimum of 2 Factor authentication;
with the exception of card on file transactions where the initial transaction
must have used 2 factor authentication.

ii. Participants shall make appropriate investments in IT infrastructure to aid

automation and straight through processing, data loss prevention and fraud
management.

Participants shall conduct annual capacity assessment to ensure that
adequate infrastructure, skilled personnel, and processes exist to support
expected growth in transaction volume and value for the next 12 months.

RTGS PAYMENT SCHEME RISE REQUIREMENTS

The Scheme Board shall recommend risk parameters and tolerances within
which RTGS related payment activities will be conducted.

Participants shall maintain sufficient funds to effect settlement of payment
obligations.
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For payments related to clearing sessions, the Board shall ensure that rules
and appropriate arrangements exist to allow for immediate settlement of all
clearing related obligations under a wide range of potential stress scenarios.

The Scheme Board shall take steps to ensure that settlement of payments
between multiple banks or participants are conducted in a safe, reliable and
repeatable manner to eliminate the need for banks to settle transactions
bilaterally.

Participants shall have appropriate business continuity plan in place.
Compliance with 150 22301 shall be a minimum requirement.

The scheme Board in collaboration with CBN shall ensure that annual stress
tests, quarterly vulnerability assessment and annual penetration tests of the
RTGS system is conducted.

The Scheme Board in collaboration with CBN shall ensure that access to RTGS
platform is subject to a role based privileges and multi-factor authentication
to provide secure access and non-repudiation of transactions.

. Participants shall ensure sufficient transaction controls and monitoring

processes are implemented to prevent errors and omissions to support early
detection of fraud.

In the event that a participant is unable to settle its obligation, the scheme
shall lock the participant’s account from all forms of debit transaction (debit
freeze) except from clearing. Participation in dearing is subject to clearing
rules and regulations.

ACH, CHEQUE AND INSTANT PAYMENT S5CHEME RISK REQUIREMENTS

The Scheme Board in collaboration with CEN shall ensure that each
participant provides annual attestation on self-assessment and continuous
compliance with regulatory requirements.

The Scheme Board in collaboraticn with CBN shall ensure that Settlement
Banks conduct appropriate due diligence on associated non-settlement
financial institutions. In addition, settlement banks shall ensure KYC and AML
JCFT monitoring on their transactions.

The Scheme Board shall encourage participants to actively participate in
industry wide fraud management and information sharing initiatives.

MOBILE PAYMENT SCHEME RISE REQUIREMENTS

The Scheme Board shall encourage operators to conduct continuous
customer education to minimize the occurrence of identity theft and other
frauds.
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The Scheme Board in collaboration with CEN shall ensure a minimum of two-
factor authentication shall be applied to all mobile money transactions to
reduce the risk of identity theft.

The Scheme Board in collaboration with CEN shall ensure licensed agents use
visible branding logos at all agent locations.

Operators have an automated transaction alerting system with updated
balance and it is built into the platform to ensure users are notified on
completed or truncated transactions.

The Scheme Board in collaboration with CEN shall ensure Operators fee
structure is made public and visible at agent location.

The Scheme Board in collaboration with CBEN shall ensure MMOs have a
backup pathway for completing transactions when the primary path is
unavailable, Back up paths shall be tested on a regular basis.

The Scheme Board in collaboration with CBN shall ensure data transmitted is
adequately secured.

Participants shall ensure a madmum time allotted for a session. When
sessions timeout, transactions shall be relled back

When sessions are terminated, an immediate alert shall be sent indicating
termination. During session time, the mobile device shall not be allowed to
send same transaction ie. same amount to the same beneficiary.

Operators shall implement adequate security measures to prevent denial of
service on its platform.

Operators shall conduct due diligence before on boarding and engaging
agents.

Operators shall adhere to the guidelines on Agency Banking,

Operators shall ensure that all alerts containing Unique Account Identifier
are masked.

10. D1sPUTE RESOLUTION
Each scheme shall establish its dispute resolution mechanism to serve asan
additional dispute resclution mechanism that will help participants resolve
disputes in a timely and cost effective manner.

Disputes that arise between or across schemes may be referred through the
Director, Payments System Management Department of the CBN to the PICC for
resolution
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11. Risk MONITORING

Risk is dynamic and as such should be closely and regularly monitored. The
respective Scheme Boards and Initiative Working Groups shall conduct on-going
monitoring of risks inherent in the payment system, and communicate significant
risk events to the Information Security and Risk Management Special Interest
Working Group (ISRM SIWG) for aggregation and recommendation of remedial
actions.

The following methodologies shall be employed for risk monitoring activities;

I. Questionnaires,
II. Riskreports from various scheme boards and
Il. Independent control assessment.

12. Risk REPORTING

Risk reports shall be provided to the CBN and PICC as appropriate. The reports
shall contain key risk and remedial actions.

The following reports shall be periodically prepared and circulated:

S/N  REPORT NAME DESCRIFTION RESPONSIBILITY DISTRIEUTION FREQUENCY
1. Independent Risk Provide ISEM SIWG CBN Quarterly
Assessment of independent PICC
the Payment assessment of the
System various payment
Initiatives system initiatives
2. Scheme Risk Highlights major SCHEME ISRM 5TWG Quarterly
Reports risk events faced by BOARDS
each scheme board
3. Mew Initiative Provides key ISEM SIWG CBN Onneed
Risk Repart changes and risks to PICEC basis
new initiatives
4. Emerging Risk Highlight emerging  [SEM SIWG CBN Quarterly
Report risks due to changes
- PICC
in the payment
landscape
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13. CBEN OVERSIGHT

The CEN shall monitor and enforce compliance with the provisions of this
Framework

580



i

MIGERIAN PAYMENTS SYSTEM

RISE AND INFORMATION SECURITY MAMAGEMENT FRAMEWORK

14. DEFINITION OF TERMS

The terms below shall have the following meaning for the purpose of this Framework

1. ACH Cheque & Instant Payment Scheme Board means the body that ensures that NIBSS,
as a systemically important payment system provider, is robust and has adequate business
continuity arrangements.

2, Arguirer means bank or any other legal person concluding contracts with Merchants
concerning acceptance of payment by means of an electronic payment token.

3. Arbitration means resolution of disputes outside the courts.

4, Automated Clearing House means an electronic clearing system in which payment orders are
exchanged among financial institutions, primarily via magnetic media or
telecommunications networks, and handled by a data processing centre.

5. Awailability means the ability of services and information to be accessed by users when
requested.

&, Bank Verification Number [BVN] means a biometric identification system implemented by
the Central Bank of Nigeria to curb or reduce illegal banking transactions in Nigeria

7. Card Life cycle is the period from the preduction, storage, issuance, maintenance to the
disposal of a payment card.

8. (Card Not Present Transaction means a payment card transaction made where the cardholder
does not or cannot physically present the card for a Merchant's visual examination at the
time that an order is given and payment effected, such as for mail-order transactions by mail
or fax, or over the telephone or Internet.

3. Card Payment Scheme Board refers to the Board that formulates rules, guidelines and
frameworks governing the Card Payment Infrastructure with regard to the business,
operational and risk management activities of the various stakeholders operating in Nigeria.

10, Collateral means an asset that is delivered by the collateral provider to secure an oblization
to the collateral taker. Collateral arrangements may take different legal forms: collateral
may be obtained using the method of title transfer or pledge.

11, Critical Data is information that is vital to the operation of a business
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12, Customer/Client: refers to an individual /entity in account relationship with the regulated
institution
13, Information Security and Risk Management Special Interest Working Group (ISEM SIWG)

refers to the SIWG that is responsible for effectively managing the risks associated with
Nigerian Payments System.

14, Living Will means a detailed plan stipulating in advance how a systematically important
payment system should be liquidated in the event of a collapse to prevent a panic and
disorderly disposal of its assets. This is to ensure that the failure of a SIPS does not result in
the failure of National Payment System or the whole economy. The contents of living will
shall be as stipulated by the Central Bank of Nigeria from time to time.

15. Mobile Payment Scheme Board refers to the Ecard that formulates rules, guidelines and
frameworks governing the Mohbile Payment Infrastructure with regard to the business,
operational and risk management activities of the various stakeholders operating in Nigeria.

16, Participant means a party that participates in the Nigerian payment system and which are
bound by all the rules governing the payment system.

17, Payment means the payer's transfer of a monetary claim on a party acceptable to the payee.
Typically, claims take the form of banknotes or deposit balances held at a financial
institution or at a central bank.

18, Payment Card Industry Data Security Standard (PCI DSS) is an information security
standard for organizations that handle branded credit cards from the major card schemes.

19, Payment Initiative Coordinating Committee [PICC) refers to the body responsible for driving
and overseeing the various payments system initiatives.

20, Payment Scheme Board (PSE) or Scheme Board refers to the body that oversees the
activities of the various scheme boards. The board will ensure that there is transparency
and efficiency in the payment system.

21, Payment Service Provider [P5Ps) refers to CEN licensed companies that employ the
infrastructure of the scheme operator to provide services to end wsers.

22, Payment System Operator, System Operator, or Operator is an entity licensed by the CBN to
engage in the operation and /or delivery of payment services within the National Payments
System.

23, Payments System is a set of instruments, procedures, and rules for the transfer of funds
between or among participants; the system includes the participants and the entity
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25.

26,

28.

29,

operating the arrangement. Payments system are typically based on an agreement between
or among participants and the operator of the arrangement, and the transfer of funds is
effected using an agreed-upon operational infrastructure,

Payments System Infrastruciure refers to various hardware, software, secure
telecommunications network and operating environments that are used to manage and
operate payments systent. This infrastructure supports the clearing and /or settlement of a
payment or funds transfer request after it has been initiated.

PCI DSS stands for Payment Card Industry Data Security Standard, It was developed to
encourage and enhance cardholder data security and facilitate the broad adoption of
consistent data security measures globally. (See
www.pcisecuritystandards.org/documents /PCI_DSS_v3-1.pdf)

Real-Time Gross Settlement [RTGS) is a payment system in which processing and
settlement of high value funds cccur on real dme ([that is without deferral] and gross (ie.
transaction by transaction) among participants. The core feature is that payment
instructions are settled only on funded accounts at the Central Bank of Nigeria and
settlements are final and irrevocable.

. RTGS Payment Scheme Board refers to the body responsible for ensuring that there is

adequate measurement and management of liquidity, credit and operatonal risk
management in the payment system

Systemically Important Payment System [SIPS) are major real time clearing, settlement and
other payment systems that share the characteristic that a failure of one or more of these
systems could endanger the operation of the National payment system or the whole
economy. Each Scheme Board shall with the approval of the CEN determine from time to
time the list of SIPS within their scheme

Systemic Risk is the failure of one or more participants to settle their payments obligation
leading to credit or liquidity problems for other participants.
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CENTRAL BANK OF NIGERIA

Central Business District,
Cadastral Zone AQ
PM.B. 0187, Garki

PAYMENTS SYSTEM MANAGEMENT DEPARTMENT Abuja.

Tel: 09 462 38300, 09 452 IR346

comail: psmdi@chn.govng

wehsite: wanachn, govng

PSMDIRAGENICIRIO1/019 December 30, 2019

To: Merchant Acquirers, Deposit Money Banks Issuers], Payvment Service
Providers and Card Schemes

CIRCULAR ON PRE-AUTHORISATION OF CARDS IN NIGERIA

As part of its commitment to facilitate the development of the Nigerian payments
system and deepen the adoplion of various electronic payrment options avallable
to users, the Central Bank of Nigerla {CBN) has identified the predominant use of
single messaging format for POS transactions as an obsiacle 1o the use of pre-
authorisation as a mode of payment in Migeria,

In order lo enable pre-authorisation and sales-completion of card transactions, the
CBN hereby directs as follow:

a. All merchant acquirers are required to obtain Acguirer Device Validation
cerification or the applicable testing completion notification from CBMN
licensed card schemes.

b. By this directive, all POS Terminals must have the capability for transaction
pre-authorisation and sales completion,

¢. PTSA (NIBSS) to ensure that only banks that have conducted and obtained
PoS Terminal Validation Cerdificate far pre-aulhnrisatlun_ and sales-
completion from the relevant card schemes, have their PoS Terminalg
registered on the Central Terminal Management System.

d. All card issuers are reguired to build the capability and enable the processes
for pre-authorisation and sales-completion of fransactions,

€. Card Schemes are also required to provide online simulators for acquirers
and issuers to test their systems, when necessary.

This circular takes immediate effect, but with a deadline of July 31, 2020 for full
compliance, after which appropriate  sanctions would be imposed for
contraventions and non-complance,
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FAYMENTS SYSTEM MANAGEMENT DEPARTMENT
Tel: 0 462 38300, 09 462 38346

e-mail: psmdi@chn. gov.ng
wehsite: www.chn, govng

PSM/DIR/GEN/CIR/01/016&

To: Deposit Money Banks

RE: IMPLEMENTATION OF THE CASH-LESS POLICY

CENTRAL BANK OF NIGERIA
Central Business District,
Cadastral Zone AO

PM.B. D187, Garki

Abuja.

October 16, 2019

Further to our previous circular on "Implermentation of the Cash-less Policy” please
be informed that currently, the following are the existing exemptions unfil March

31, 2020 when it will be reviewed:;

a) Revenue generating accounts of the Federal, State and Local

Governments

b) Embassies, Diplomatic Missions, Mulilateral Agencies, Aid Donor Agencies

in Nigeria, Ministries, Departments and Agencies of Government [revenue

collection anly)
)] Mobile Money Operators [Float accounts only)

d} Microfinance Banks (MFBs} and Pimary Morigage Institutions [PMIs]

accounts with DMBs

Kindly ensure compliance.

__,.-’
Sam C. Okojere
Director, Payments System Management Department
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CENTRAL BANK OF NIGERIA

Central Business District,
Cadastral Zone AD
PM.B. 0187, Garki

PAYMENTS SYSTEM MANAGEMENT DEPARTMENT Abuja.

Tel: 09 462 38300, 09 462 38346

e-mail; psmdgiichn.gov.ng

website: www.chn,gov.ng

PSM/DIR/CON/CWOQ/02/091 October 10, 2019

To: All Deposit Money Banks; and Other Financial Institutions,

CIRCULAR ON THE REGULATION FOR THE OPERATION OF INDIRECT
PARTICIPANTS IN THE PAYMENTS SYSTEM

The Central Bank of Nigeria (CBN), in furtherance of its mandate for the
development of electronic payments system in Nigeria, hereby issues the
Regulation for the Operation of Indirect Participants in the Payments System, with
effect from 11" November, 2019.

Please, be guided accordingly.

Thank you for your usual cooperation

-
A0 ep
-
Sam C. Okojere

Director, Payments System Management Department
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REGULATION

FOR THE OPERATION OF INDIRECT PARTICIPANTS IN THE
PAYMENTS SYSTEM

Date: November 11, 2019
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1.0 Preamble

In exercise of the powers conferred on the Central Bank of Nigeria (CBN) under the
CBN Act 2007 to promote sound financial system in Nigeria, issue regulations to
facilitate the development of an efficient and effective payments system in Nigeria, the
CBN hereby issues the Requlation for the Operation of Indirect Participants in the
Payments System (this Regulation).

1.1 Objectives
The objectives of this Regulation shall be to:

1.1.1. set out the procedures for effective integration of indirect participants in the
payments system in Nigeria;

1.1.2. standardise the operation of indirect participants in the payments system,
taking into cognisance their operational risks;

1.1.3. provide mechanism and framework for the clearing and seftlement of indirect
participants payment instruments through the direct participating banks; and

1.1.4. strengthen indirect paricipants for effective contribution to digital financial
senvices in Nigeria.

2.0 Minimum Criteria

To qualify as an indirect participant, an institution shall:

211 have a satisfactory risk-based rating from the CBN and secure a letter of
recommendation from its direct paricipating bank, signed by the Chief Risk Officer and an
Executive Director of the direct participating bank; and

2.1.2 comply with the NUBAN Standards.

3.0 General Principles

3.1 Only direct participating banks are permitted to seftle payment obligations of indirect
participants.

3.2 An indirect participant shall settle all its payments obligations through only one direct
participating bank per payment scheme at any given time.
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3.3 The relationship hetween a direct pariicipating bank and an indirect paricipant shall be
govemed by a Settlement Agreement.

3.4 Where the account of an indirect participant with a direct participating bank is not
adequately funded, the direct participating bank may decline further setilement services
to the indirect participant and inform the payment processor accordingly.

3.5 Except as otherwise agreed, a direct pariicipating bank or an indirect participant shall
give at least thirty (30) days’ notice to the other party before terminating the Settlement
Agresment for any other reason apart from the circumstances in 3.4. The teminating
party shall nofify the Payments Service Provider (PSP) of its intention to terminate.

3.6 A direct participating bank and an indirect participating bank shall enter into a bilateral
agreement to guide the relationship.

3.7 Where an indirect pariicipant connects directly to a PSP for transaction processing, the
indirect participant, direct pariicipating bank, and the PSP shall enter infio a tripartite
Agresment.

3.8 Where the direct paricipating bank is not a settlement bank, it shall obtain wntten
consent of its settlement bank prior to establishing settlement relationship with an indirect
participant.

3.9 The settlement limits agreed between the direct and indirect paricipants shall be
monitored and enforced as agreed by the parties.

3.10  Indirect pariicipants shall process their e-reference instruments through the direct
participating bank or directly, through the Nigena Inter-Bank Settlement System (NIBSS).

a. In the latter option, NIBSS shall indicate the source (bank, indirect paricipant)
of the e-reference requests.

b. The receiving bank shall not discriminate between e-references originating from
banks and indirect participants.

4.0 Obligations of Indirect Participants
An indirect participant shall:

4.1 comply with the applicable provisions of the Nigeria Bankers' Clearing System
Rules (MBCS);

4.2 maintain a settlement account(s) with the direct paricipating bank wherein the net
settlement position of the indirect participants shall be credited or debited as may
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be approprate after each settlement session (hereinafier called “the Settlement
Account™);

43 pledge collateral in an amount as agreed with the direct participating bank which
shall serve as security for settlement chligations;

4.4 indemnify and hold the direct participating bank harmless in respect of any liability
or loss whether direct or indirect that may arise as a result of this agreement;
accordingly, indirect participants hereby undertake to be primarily responsible and
liable for all instruments presented for processing;

4.5 pay settlement fee to the direct participating bank annually or as may be agreed
vy the parties;

4 6 make up any shorifall in the clearing collateral before the commencement of the
next settlement window in the event of a shorfall or re-discount to bring the
aggregate value of the collateral up to the agreed minimum value as specified in
the Settlement Agreement or subseguent review of the collateral amount; and

4 7 undertake to bear the cost of re-discounting the collateral necessitated by a need
to recover the debit balance in the Settlement Account.

5.0 Components of the Payments System

Indirect pariicipants may take part in any of the following payments operations:
Cheque Clearing;

EFT & Bulk Payments;

Instant Payments;

Card lssuance;

Card Transacfion Acquiring (ATM, POS, Web etc.);

Portals (e-Reference, Anti-Fraud, e-Signatory, e-Passpont, efc);
Bank Verification Number System; and

Any other component approved by the CBN.

Se mTpan o

Specific conditions applicable to indirect pariicipants for the individual component are
described below.
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5.1 Cheque Clearing
Relevant provisions of the Nigeria Chegque Standards and the NBCS Rules shall apply.

5.2 EFT, Bulk Payments, and Instant Payments

5.2.1 An indirect paricipant shall provide end-to-end electronic payment services to
its customers, leveraging its relationship with its direct participating bank and
PSP

522 An indirect paricipant shall process its instruments through its direct
pariicipating bank or directly through the PSP.

523 A direct participating bank shall ensure that its indirect pariicipant{s) comply
with the rules and regulations guiding EFT operations.

524 All relevant provisions of the Regulation on Instant (Inter-bank) Electronic
Funds Transfer Services in Nigeria shall apply.

525 Direct participating banks and indirect paricipants shall provide necessary
funciionalities on deployed service delivery channels to enable their customers
to transfer and receive funds seamlessly.

53 Card Issuance
5.3.1 Indirect participants may issue payment cards only on the authority of licensed
payment card issuers.
532 The licensed payment card issuer shall be responsible for the operations of the
indirect participants.
54 Card Transaction Acquiring (ATM, PoS, Web, etc.)

541 Indirect parficipants may acquire payment card transactions only on the
authority of licensed acquirers.

54.2 The licensed acquirer shall be responsible for the operation of the indirect
participant.

5.5 Industry Portals
5.5.1 Electronic Reference System (e-Reference)

5511  An indirect pariicipant shall process its e-References through its direct
participating bank or directly through a PSP.
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5512 ‘Where the indirect participant processes its e-References directly, the
PSP shall clearly indicate source (bank, indirect participant) of the e-
reference requests.

5513 A receiving bank shall not discriminate between e-references originating
from direct paricipating banks and indirect participant(s).

5514 A direct participating bank shall he responsible for the operations of its
indirect participant(s).

5.5.2 Bank Verification Number System

An indirect participant shall:

521 enrol its customers by itself, through a direct participating bank or a
licensed Super-Agent.

5522 process its wvalidation and verification requests by itself or through a
direct participating bank.

hs23 comply with the approved Regulatory Framework for BVN Operations
and Watch-list for the Nigerian Banking Industry.

5.5.3 Others (Anti-Fraud, e-Signatory, e-Passport, etc.)

6.0

7.0

8.0

h531 Indirect paricipants shall comply with all relevant Regulations relating to
Anti-Fraud, e-Signatory, e-Passport and other relevant portals.

Adjudication of Disputes

Any dispute between indirect participant and its direct participating bank shall be
resolved according to the provisions of the Agreement between the parties. However,
where a resolution could not be reached, such disputes shall be referred to the CBN
for adjudication.

Abuse and Sanctions

The prescribed sanctions in the regulation for the relevant payment operation
shall apply.

Amendments

Any amendment to this Regulation may be proposed by a stakeholder through a
written request addressed fo the Director, Payments System Management
Department of the Central Bank of Migeria.
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9.0 Appendix: Definitions

The terms below shall have the following meaning for the purposz of this Regulations.

BVN means Bank Verfication Number
CBN means Central Bank of Nigena

Direct Participating Bank means a Direct Paricipant who performs Settlement
function to an Indirect Participant.

EFT means Electronic Funds Transfer

Indirect Participant means a licensed deposit-taking institution which is a non-
clearing financial institution but setfle its payments obligations through direct
participating bank.

NIBESS means Migera Inter-Bank Settlement System Plc

HUB AN means Migera Uniform Bank Account Mumber

PSP means Payments Service Providers which process payments for licensed
financial institutions

NBCS means Nigeria Bankers’ Clearing System.
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CENTRAL BANK OF NIGERIA
Central Business District

P.M.B. 0187,

Garki, Abuja.

PAYMEMTS SYSTEM MANAGEMENT DEPARTMENT +234 (0 946238346

September 17, 2019
Ref: PSM/DIR/ICON/CWO/02/014
To: Deposit Money Banks

RE: IMPLEMENTATION OF THE CASHLESS POLICY

Further to our circular ref BPS/DIR/GEN/CIR/04/004 we write to inform all Deposit Money
Banks that the Central Bank of Nigeria (CBN) has approved that;

1. Charges on deposits shall apply in Lagos, Ogun, Kano, Abia, Anambra, Rivers stales and
the FCT, in addition to aiready existing charges on withdrawals, effective Septamber 18,
2019 Details are as follows:

[Account Type | Withdrawal/ Processing fees for | Processing fees for |

| lodgment limits withdrawals Lodgments I
imdamm im:uvewﬁun,ﬁﬁu' ™% | %% ]
 — =] ——
| Corporate Above N3,000,000 |5% 3% .

2. Mationwide implementation of the cashless policy will take effect from March 31, 2020.

Please ensure strict compliance

Jﬁam C Okoje
\__/ Director, Payments System Management Department
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CENTRAL BANK OF NIGERIA
Central Business District

P.M.B. 0187,
Garki, Abuja.
PAYMENTS SYSTEM MANAGEMENT DEPARTMENT 4234 (0) 946238346
September 17, 2019
Ref: PSM/DIR/ICON/CWO/02/015
ALL BANKS
PROCESSORS/SWITCHES
REVIEW OF R NS CTRONIC
NSACTIONS

The Centrai Bank of Nigeria (CBN), hereby reviews the process for merchant settiement to
further deepen financial inclusion and enhance the efficiency of the Nigerian payments

system.
Accordingly, the CBN has approved new policies as follows:
a. Banks shall unbundle merchant settlement amounts and charge applicable taxes
and duties on individual transactions as stipulated by regulations.
b. Merchant Service Charge (MSC) has been reviewed downward from 0.75% capped
at N1,200 to 0.50% capped at N1,000.

This directive takes effect from September 17, 2019.
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REGULATION ON ELECTRONIC PAYMENTS AND
COLLECTIONS FOR PUBLIC AND PRIVATE SECTORS IN
NIGERIA

REVISED 2019
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REGULATION ON ELECTRONIC PAYMENTS AND COLLECTIONS FOR
FUELIC AND PRIVATE SECTORS IN NIGERIA

PART 1

1. PREAMBLE

The Cenfral Bank of Migena (CEM])the Bank in exercise of its powers under the
CBM Act, 2007, hereby Bsues the Regulation on Blectronic Payments and
Collections for Public and Prvate Sectors in Nigeria (the Regulafion).

The Regulation iz a revision of the Guidelines on Hectronic Payment of Salaries,
Pensions, Suppliers and Taxes in Migena (2014), and iz intended fo guide the end-
to-end electronic payment of salanes, pensions and other remittances, suppliers
and revenue collections in Migena.

2.  OBJECTIVE

The objective of the Regulation iz to fully align with the core objectives of the
Mational Payments Systern Vision 2020 [PSV2020) to ensure the availability of safe,
effective and efficient mechanisms for conveniently making and receiving all
types of payments fromm any location and at any time, through multiple
electronic channels. This will reduce the time and costs of fransactions, minimise
leakaoges in revenue receipts and at the same fime provide reliable audit frails,
thereby ensunng that the Migenan Payments Systermn aligns with international best
practices.

This Regulaton is therefore set out to provide all stakeholders with the operational
procedures that guide end-to-end electronic payment for the Public and Private
Sector.

3. SCOPE

This Regulation applies to all CBM regulated entfities operating in Migena and
mandates adoption, implementation and compliance with the directives on
end-to-end electronic payments of all forms of solanes, pensions & other
remiftances, suppliers, revenue collections including but not limited to taxes,
levies, penalties, recoveries, assesments, and the disbursement of funds for social
programs payments bills, honorarum, scholarships, allowances, etc. hersin
referred to collectively as ‘payments and collections’
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4.  ROLES AND RESPONSIBILITIES

4.1. THECEN

al

b

=]

d

]

f)

gl

h)

4.2

Shall -

promote the adoption of endto-end electronic payment by all

Stakeholders;

icense end-to-end electronic payment solution, systerns and service
providers, regulate and supervise their operations;

create and maintain a plotfform for constant  interaction and
engagement of all electronic payment industry stakeholders;

ensure all statutory payments, remittances and collections of all
revenues are undertoken only on a CBM opproved end-to-end
electronic payment platform;

ensure constant review and vpdate of this Regulation to reflect new
developments that can support the long-term success of the inifiative;

adjudicate in the cases of disputes;

maintain a Help Desk to provide enlightenment, receive complaints
and monitor resclution of the reported cases and publish customer
service/contact details via multiple platforms;

colloborate with other statutory and regulatory agencies whose
cooperation iz requred for the effective implementation of this
Regulahon.

CEN REGULATED STAKEHOLDERS

The CBM regulated stakeholders refer fo all inancial institutions, Payments Service
Providers and other entifies licensed and regulated by the CBN which includes,
but not limited 1o the following:

4.2.1. Deposit Money Banks (DMEBs), Other Financial Institutions (OFIs) and

Mobile Money Operators (MMOs)

DhABs, OFls and MMOs shall -

a) promote the odoption of end-toend electronic payments by all

stakeholders covered by this Regulation;

b) provide payers and beneficianes with appropriate accounts with DhBs,

OFs or any other approved channel for receiving payments such as

mobile money/electronic wallet, subject to the CBM's approved KYC
lirmits;
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c) process electronic payment instructions in accordance with subsisting
payments system and cleanng system rules;

d) publish customer service/ contact centres details via mulliple media
channels: and maintain customer service contoct centres, to promptly
attend to all electronic payment enguiries and challenges within
stipulated fimelines; and report of customer complaints, indicating
resolution status;

&) make available any or combination of the following data sets, as may be
applicakle, along with the mandatory retums to the CBMN, on a monthly
basis or as may be otherwise specified:

I Mumber of salary/pension/supplierftax paying organisations
IIl. Salanes/pension/supplierftax payment transachons count

.  Solanes/pension/supplerftax  payment fronsactions waolue per
payment method given below;

o End-to-end;
o Bank Assist;
o Cheques;
o Marnual;

f] in the event of duplicated/excess payments, establish a recovery process
engaging both Payers and Beneficianes in line with subsisting CBM
Regulation.

4.2.2. Payment Solution Service Providers (F55Ps)
A PSSP shall -
al obtain a lcense from the CBN to operate as a PS5SP;

b) offer CBN approved end-to-end electronic payment solutions, systems
and services to all stakeholders;

c]  publsh custommer servicef/contact detals via mulfiple media and
maintain custormer service contact centres to prompfly attend to all
electronic payment enguines and complaints;

d] make available any or combinafion of the following daota sets, as may
be applicable, along with the maondatory returns to the CBMN, on a
monthly basis or as may be otherwise specified:

| Mumber of salary/pension/tax paying client crganisations;

ll. Salanes/pensionftax payment transactions count;
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lll.  Soclanes/pensionf/suppliers/tax payment transoctions wvalus per
payment method given below;

o End-to-end
o Bank Assist
o Chegues
o Marnual

e] comply with fransaction completion and unapplied funds retum
trnelines as stpulated by the CBM.

5. INFRACTIONS AND SANCTIONS

5.1. Any DMB, COF or MMO that fails to discharge the responsibiliies under
Section 4.2.1 as detailed in ‘Schedule 1' of this Regulation shall be penalized
as provided in the Scheduls.

5.2. Any PSSP that fails to discharge the responsibilities under Section 422 as
detailed in ‘Schedule 2' of this Regulation shall be penalised as provided in
the Schedule.

PART 2

6.  OPERATIONAL STANDARDS FOR OTHER STAKEHOLDERS

This section refers to all other stakeholders which are not regulated by the CBM.
They include, but are not limited to the following:

6.1 Payers
Payers shall -

a) adopt end-to-end electronic payment of salanes for employee staff
strength of 20 and above;

b)  maintain appropriate account with DMBs or OFls;

c] adopt a CEM approved end-to-end electronic payment platform and
uze for all forms of payment and collections;

d] provide basic infrostructure for making ond receiving electronic
payments;

e] ensure employees are given basic fraining to use adopted platform;
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a)

h]

1
k)
I

uze only validoted account details to ensure payments are made to
intended beneficianes;

remit toxes and other statutory payments along with associated
electronic schedules on o CBM approved end-tcend e-payment
platform;

remit contributory pension funds into the bank accounts of Pension
Fund Adminstrators maintaned with Pension Fund Custodians, waith

associated electronic schedules, only on o CBM approved platform;

bear the cost of electronic payments and electronic schedules
transmission while ensuring beneficianes receive actual amounts due to
them. Where other armangement exists, it must be mutually agreed
between the payer and bensficiary;

provide evidence of payment to beneficianes;
indicate adherence with this Regulation in annual reports;

report all unresolved e-payment challenges o the CBN contact
centres on Tel: +234 700 225 5224; emall: contoctcbn@chbn.gov.ng or
cpd@cbn.gov.ng

6.2 Beneficiaries

In this Regulation, Beneficianes shall include the following:

6.2.1 Employees and Pensioners

Al Employees and Pensioners shall (as applicable) -

a)

&)

c)

d)

]

]

maintain appropriate bank aoccounts with Deposit Money Banks, Other
Financial Institutions or any other approved channel for receiving

payments such as mobile money/electronic wallet, subject to the
CBM's approved EYC limits;

provide valid account and contact details to the Payer;

report cases of non-payment, delayed payment or wrong payment of
salaries/confributory  pension remittance:s camed out on a CBH
approved e-payment platform, to the Payer;

register and maintain @ Retrement 3avings Account [RSA] with a
licensed Pension Fund Administrator (FFA);

report known cases of use of Payment Platforms not approved by the
CBM to Consumer Protection Department; cod@chbn.gov.ng

report cases of non-complionce with e-payments by payers, as
contained in this Regulation, to the CBN;
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report all wrongfully received funds or excess payments fo his financial
institution customer service desk and make same available for refund
to the payer;

in the event of duplicated/excess payment not noticed but withdrawn
by the beneficiary, the beneficiary shall make funds available for
refund to the payer. Mon- compliance shall result in plocement of the
beneficiary on the BVH Watchdist.

6.2.2. Suppliers

All suppliers shall -

a)

&)

c]

d

=]

f]

mairntain approprate bank account with DMBs, OFs or any other
channel for receiving payments, such as mobile money/electronic
whallet, approved by the CBN;

provide comect account and contact details to the payers;

obtain and provide details of Tax Idenfification Mumber (TIM) o the
payers;

report cases of non-payment, delayed payment or wrong payment
camed out an the CBM approved e-payment platform fo the payers;

report all wrongfully received funds or excess payments to his financial
institution customer service desk and make same available for refund
to the payer; and

in the event of duplicated/excess payment not noticed but withdrawn
by the beneficiary, the beneficiary shall make funds available for
refund to the payer in line with the Regulation on Instant (Inter-Bank)
Electronic Funds Transfer Services in Migena, non-complionce shall result
in placement of the beneficiary on the BVN watch-list.

6.2.3. Taxes, Levies, Dues (& other revenue) Collecting Organizations

All Taxes, statutory levies, receipfs, assessments, penalties and dues
collecting organisations shall:

a)

B

c]

d

maintain approprate collection accounts with the CEMN or DMB/OFls;

publicly make available detal: of electronic payments processes for
collections;

provide clear details of the nature and amount of taxes, statutory levies
and dues expected from payers;

adopt a CBM approved electronic collection solution [List of approved
P55Ps] for the collection of all forms of toxes, duties, levies, other
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f]

al

h}

1

collections and the asociated electronic schedules of such payments;

provide basic infrastructure for confiming receipt of electronic
payments and associated electronic schedules;

ensure employees are given basic fraining to use adopted CEBEM
approved e-payment and collection platform;

ensure seamless interface between in-house systerns and adopted CBM
approved e-payment and collection platform, to ensure records of all
collected payments are automatically reflected against tox payers'
records on in‘house systems;

provide evidence of payment to payers at the point of payment;

publish customer service contact details and maintain contact centres
to attend to electronic payment enguines and challenges; and

publish a dispute resclutionfrefund process.

6.2.4. Pension Fund Administrators (PFAs]) and Pension Fund Custodians

(FFCs)

All PFAs and PFCs shall:

a)

=)

c]

dj

]

f]

mainfain appropnate occounts with CBM approved Fnancial
Institutions to facilitate the provisions of ‘Part XI' of the PENCOM Act;

provide details of the accounts to Pension Remitiing Organisations;

adopt o CBEM approved platformm [List of approved PS5Ps] for the
receipt of all confributory pension fund remittances and associated
electronic schedules;

provide baosic infrastructure for confirming receipt of electronic
payments aond associated electronic schedules;

ensure seamless inferface between in-house systems and adopted CBM
approved e-payment plafform to ensure pension remitfances are
automatically reflected aogainst contributors’ records on in-house
systems; and

provide evidence of receipt of pension remittances fo orgonisations at
the point of payment.

7. MISCELLANEOUS

7.1 DISPUTE RESOLUTION

Any dispute, confroversy or claim ansing out of or relating to this Regulation or the
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breach, terminafion or invalidity thereof shall be setfled in accordance with the
CBM's dispute resolution mechanism and if unresolved may be refered for
arbitration in accordance with the rules for arbitration of the Regional Centre for
Intemational Commercial Aroitration, Lagos, Nigerna.

7.2 COMPLIANCE

Further to the implementation of the Guideline on end- to-end electronic
payment of salaries, pensions, suppliers and taxes by all public and private sector
organisations  as directed in the CBM Guidelne:  referenced
[CEBN/BPS/PSY/GEMNMDT4/05], DMBs are to dishonor payment instructions for all
forms of solaries, pensions, suppliers and toxes not transmitted on o CBM
approved straight through electronic payment and collection platform issued by
organisations with more than 20 employees.

This means payment instructions and associated schedules are no longer to be
transmitted to DMBs through unsecured channels, such a: paper-based
mandates, flash drves, compaoct discs [CDs), emal attachments, etc. by
qualifying public and private sector organisations.

8. DEFINITION OF TERMS

In this Regulafion, the terms below shall have the following meaning:

ACH - Automated Clearing House System.
ATM - Automated Teller Machine.
CBN — Central Bank of Migena.

Bank Assist — payments made by public & prvate organisations by
providing payment schedules in an electronic format to the paying bank
to upload and process payments to employees or other bensficianss on
their behalf.

Beneficiaries — recipients of funds paid using o CBN approved platform.

BVN watch-list - o dotabase of bank custormers identfied by their BWMs,
who have been involved in confirmed froudulent actwities.

Cheques — payments made by public & private organisations by issuing
their account cheques to employees or other beneficianes-

DMEBE — Deposit Money Barnk.

End-to-end — Payments made by public & pnvate organisations using an
electronic platform that fransmits instructions to debit payver's account and
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credit o beneficiary's account or electronic wallet without manual
intervention.

End-to-End Electronic Payment — the seamles: electronic processing of all
forms of salanes, pensions and other remittances, suppliers and revenue
collections on a CBN approved electronic platform which transmits the
instruction to debit a payer's account and credit a beneficiary's account
or any other electronic channels without depending on any third party,
rmanual or semi-manual means.

KYC — Know Your Customer

Manuval - payments made by public & prvate organisations by providing
written instructions & schedules to the paying bank to process payments
on behalf of the payer

MMO - Mobile Money Operator
OFl — Other Financial Institution(s)

Payer — the party instructing the payment of funds using o CBN approved
payment platform.

PSSP - orgonisafions licensed by the CBM fo provide technical or
technology infrastructure, soffware solutions or services for facilitating end-
to-end electronic payment to financial institutions or their customers.

FENCOM — National Pension Commission
PFA - Pension Fund Administrator
PFC — Pension Fund Custodian

Private Sector — Organisations/Business entities not manoged or operated
by govemment

Public Sector — Ministies, Departments and Agencies of Govemment at
Federal, 5tate and Local Government levels

RTGS - Real Time Gross Setflement System

Suppliers include confractorr or vendors whether organisations or
individuals offenng goods or services in exchange for payment

Stakeholders — all participants in an end to end electronic payment
including pubklic and prvate sector organisafions, employees, pensioners,
suppliers and taxpayers.

CBN Regulated stakeholders — participants icensed by the CBM to provide
payment services.

TIN — Tax ldentiicaton Mumber.
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9, COMMENCEMENT
This Regulation shall take effect from the date of its issuance by the CEN.
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SCHEDULE 1

Infractions and sanctions for DMBs, OFIs and MMOs

1 Ensure consummation @] Application of (a) Transactions ) Penalty of Wi1.000 per
of all electronic funds te not fransactfion or any part
payments within beneficiares’ consummated thereof not
timelines stipulated by accounts as within the consummated within
the CBM under extant prescriced by the firnelines stipulated timeline.
Regulafions or CBM. prescribed  in
Guidelines on the the relevant k) Funds to be retumed at
electronic payment ) Returmn  unapplied Payment the prevaiing MPR for
channel utilized. fund:s to payers channel fhe perod and report of

account as regulaticn. infraction in  annual
prescriced i the report.
relevant  payment | k] Mon-refurn of
channel regulation. un-applied 2] Oiher penalty as may be
fumds ta applicable in the
payer's relevant payment
account within channel regulation.
24 hours.
Provide quartedy report | Provision of quartedy | a) Mon-provision a) H5000 penalty for
on end-to-end e- | report on end-to-end of guarterdy each day for which
payment of salares, | e-payment of report on end- report is not provided
pensions, suppliers & | salaries, pensions, to-end =- to the CBML
taxes to the CBM by the | suppliers & taxes to payment of
stipulated deadlines the CBM on fime. salaries, b) Penalty of W250,000
pe nsicns, and a warning letter to
suppliers & the Managing Director.
taxes to the
CBM.
k&) Suvbmission of
false or
inaccurate
reports.
Provide monthly report | Provision of monthly | a) Mon-Provision a) #5000 penalty for
to the CBN on repored | report on  repored of monthly each day for which
complaints & resolution | complaints & report on repart is not provided
stafus. resolution to the CBM. reported to the CBML
complaints &
resolution ) Penalty of 250, 000
status to  the and a warning letter to
CBM. the Managing Director.
b) Submission of
false ar
inaccurate
reports.
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Ensure 39 party end-fo- | 39 party e-payment | 3d party e- | a) terminate use of the
end e-payment sclufion | solution offered to | payment solufion unapproved  end-to-
used by the | customers must be | E not approved end e-payment
bankffinancial service | approved by CBH. by CBM. soluticn.
provider & approved by
CBM. o) Waming letter to the
Managing Director.
<] Penalty of N2 milion for
DMB and M1 milion for
OHs on every
repeated cccumence.
Maintain and publish | @) Maintain help | MNon-avaiakility of | a)Bear cosis of  all
details of a functional desk/contact help unresoclved dioputes as
help desk/contact centres to receive | desk/contact a result.
centres  for receiving enguires, centres to receive
enquiries, complaints & complaints & | enquiries, o) Other appropriate
providing feediback on provide complaints and sanctions could apply
repored e-payment feedback on | provide feedback az stated in the CBN
izzve as directed in the reported a- | an e-payment Circular ref
CBN Circular to DMBs, payment issues. Esues [FPR/DIR/CIRSGEMNSO1 JO
Discount Houses and 20].
OFs to establish a | b) Publsh  contact
Consumer Complaint details of -
Help Desk ref payment help
[FPR/DIR/CIRSGEN/O1/0 desk.
20).
Receiving bank  to | a) Beneficiaries a) Mon-provision a) CBM or Sclution provider
notify beneficiaries receive of evidence whose e-platforn would
through 3M3, email or automated that an refund the charges at
any other autormnated nofification when automated twice the value
channel with details of account is notification deducted.
payment received. credited in was  sent  fo
accordance with beneficianes
the CBN's who signed-up
regulation. for the aler
services  and
charges
applied.
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Clotain and
maintain a license
fromn the CBHN tfo

cperate  as  an
end-fo-end -
payment  systemn

service provider.

SCHEDULE 2

Infractions and sanctions for PSSPs

Obtain and maintain
a license from the
CBN to provide end-
to-end e-payment
solution system and
services.

Providing 2=
payment systern
solufion or services
without cbtaining a
license  from the
CBH.

a) Shall HOT be issued a licenss
by CBN to cperate as a PSSP
for @ minimum of 1 year from
the date infraction is detected.

k) CBH shal report the defaulling
PESP to the approprate |law
enforcement agency.

Ensure end-to-end
e-payment

salution offered is
approved by CBM.

e-payment  solution
offered to customers
must be approved
by CBM.

e-payment soluticn
is not approved by
CBH.

a) Shall irmmediately cease
the provision or offering of
such un-approved e-
payment solutions.

&) Penalty of HMimilion
SVErY CCCUMENCE,

L=y}

Ensure
consummafion of
all electronic
payments  within
timelines
stipulated by the
CBM under extant
Regulations or
Guidelines on the
electronic
payment channel
utilised.

a) Ensure completion
of fransaction and

payment to
beneficiaries’
accounts within
timelines
stipulated in the

relevant payment
channe|
regulation.

b) Returm  unapplied
funds fo payer's
account within
timelines stipulated
in the relevant
payment channel
rules.

a)Mon  completion
of transactions
within  stipulated
timelnes due to
challenges  with
saluticn
provider's
platform
operaticonal
inefficiency.

[=14

b) Mon-return of un-

applied fumds
within  stipulated
timelines.

a)Penalty of & 1,000 for every
transaction.

b)Penalty of 4 1,000 for every
transaction delayed.

c) Other penalty as may be
applicable in  the relevant
Payment channel regulation.

Prowide quartedy
report on end-to-
end e-payment of
salaries, pensiocns,
suppliers & taxes
to the CBM by the
stipulated

deadlines.

Provision of quartedy
report on end-to-end
e-payment of
salaries, pensicns,
suppliers & taxes to
the CBM on fime.

a) Mon-provision  of
quartedy report
on end-to-end e-
payment of
salaries, pensions,
suppliers & faxes

to the CBM.

Eb) Submission of
fale oF
inaccurate
reports.

a) N5,000 penalty for each day for
which report & not provided to
the CBM.

b)Penalty of WNW50, 000 and a
warning letter to the Managing
Directar.

c) Suspension of lcense/approval
after 3 consecutive repeated
occumrences of either infraction
[a) or (k] uniil reports are made
availakble to the CEM.
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Provide micnthly
report on reported
complaints &
resclufion startus
on end-to-end e-
payment to  the
CBMN

Provision of monthly

report on  reported
complaints &
resolution to the CBN

a) Hon-Provision of
report

manthly
=141
complaints
resclution
to CBM.

b) Submission
fake
inaccurate
reports

reported

&
status

o
=]

f
r

a) MN5,000 penalty for each day for
which report B not provided to
the CBEM.

o) Penalty of M50, 000 and a
warning letter to the Managing
Director.

c) Suspension of lcense/approval
for after 3 consecutive
repeated coccurences of either
infraction [a) or (b) until reports
are made avaiakle to the CBH.
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CENTRAL BAMK OF NIGERIA
Central Business District

P.M.B. 0187,
Garki, Abuja.
PAYMENTS SYSTEM MANAGEMENT DEPARTMENT +234 (07) 946238344
PSM/DIRIGEN/CIR/01/011 July 4, 2019

TO: ALL DEPOSIT MONEY BANKS
OPERATION OF MOBILE MONEY WALLETS BY DEPOSIT MONEY BANKS

The Central Bank of Nigeria (CBN) remains committed to deepening financial inclusion in line
with its objective to achieve the national financial inclusion target of 80% by 2020.

To complement recent growth in agent banking services under the Super Agent and SANEF
initiative and in recognition of the increasing demand for no-frills mobile money services, the
CBN hereby directs that Deposit Money Banks (DMBs) shall henceforth not require prior
approval to offer mobile money wallat services.

DMBs are however expected to notify the CBN before the commencement of these services
and are required to operate within the extant regulations on mobile money operations.

Please be quided accordingly.
vl
G
Sam C. Okojere mad Kbdullahi
Director Director
Payments System Management Department Banking Supervision Department
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REQUEST FOR INFORMATION ON PAYMENTS
SYSTEM VISION 2030

CENTRAL BANK OF NIGERIA
Coentral Businass Digtrct
P.M.B. 0187,

Garki, Abuja,
PAYMENTS SYSTEM MANAGEMENT DEPARTMENT +234 (0) 946238346

PSM/DIR/GEN/CIR/02/003 May 14, 2019

To: ALL Depasit Money Banks, Other Financial Institutions and Payment Service Providers

2030 INITIATIVE

The Central Bank of Nigeria Is in the process of developing the Payment System Vision
2030 strategy document (Refease 3); which will define the strategic agenda for the Nigerian
Payments System for the next ten years.

In view of the zbove, you are kindly requested to review and respond to all or part of the
questions and toplics outlined in Sections 6, 7,89,10,11 and 12 of the ‘Request for
Information on PSV203Q" (copy atfached). To provide a submission, please respond by
writing 1o the attention of the Director, Payments Systam Managemant Department, Central
Bank of Nigeria, Abuja or email: TOLADIMEJI@cbn.gov.ng and UUAKAH@chn.gav.ng on
or bafore 7th June 2019,

Kindly provide contact details that will be used for any follow-up, should the need arise.
Please accept the assurances of my highest regards.

Yours sincerely,

-

’
—
‘Sam C. Okojere
Director, Payments System Management Department
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REQUEST FOR INFORMATION ON PAYMENTS
SYSTEM VISION 2030

1 Summary

Since 2006, CBN has published two strategy roadmaps, Payments Systern Vision (PSV2020),
that have created a robust and well-utilised payments environment. The payments industry
is currently experiencing radical change internationally and in many countries domestically.
Innovation and competition are being driven by deployment and adoption of new
technology solutions and encouragement for new entrants through new regulatory regimes.

The two previous releases of PSW2020 have largely achieved their objectives. Now is the
time to creats a new agenda for the payments system in Nigeria — Payments System Vision
2030 - one that defines a framework for the next ten years.

Given the current rapid pace of change, we are seeking the views of a wide range of industry
stakeholders and experts. Our PSV2030 framework must recognise the swiftly evolving user
requirements, technical solutions, regulatory environments and external threats that typify
the industry.

The creation of PSV2030 comprises three main phases:

¢ Phase 1 -5Scope and Consult — during this current phase, we have produced this
scope document and are currently seeking input from current and potential
stakeholders, both nationally and from other countries

¢ Phase 2 - Design and Plan — the information received from Phase 1 will be used to
develop the Payments Framework that will recognise the approaches being adopted
in other countries but will be appropriate for the local market in Nigeria.

¢ Phase 3 — Deploy — likely to be a sequential implementation over many years and is
adaptable within the defined framework to respond to changes in technology and
platforms. The framework should look to introduce a new architecture where
appropriate and seek to retire legacy environments when no longer relevant.

The ohjective is to complete a consultative draft of PSW2030 in time for an International
Payments Conference in early September 2019, followed by request for further
comments. The final version of PSW2030 is planned for release by end 2019,
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REQUEST FOR INFORMATION ON PAYMENTS
SYSTEM VISION 2030

2 Scope of the Invitation to Submit Information

This document has been created to support Phase 1 of the PSV2030 Payments System
strategic review and is intended to selicit views and insights from a wide group of
stakeholders.

CBN is the regulator of all payment infrastructure in Migeria, and so will be the ultimate
decision maker and approval body for the strategy. But the strategy seeks to support the
payments industry and end users, hence the collaborative approach to developing the

strategy.

2.1 Responding to this Invitation to Submit Information

The document considers many dimensions of an efficient and effective payments system.
You are invited to respond to all or part of the gquestions and topics cutlined. The guestions
are intended to provide a framework for consistent responses. However, the questions are
not prescriptive - you may add other comments related to the topic.

You can offer views on related topics that are not covered in the specific topics covered (see
Section 12 - Any other considerations on page 28).

Please reference the sections from this dooument in your responses.

If you wish to provide a submission, please respond in
writing by 24th May 2019, sending your response

In writing to Director, Payments System Management
Department, Central Bank of Nigeria and/or email to
TOLADIMEJI@chn.gov.ng with copy to
UUAKAH@chn.gov.ng

Please provide contact details that will be used for any
follow-up should we require further discussion on any
points raised in your submission

CBMN reserves rights to use or exclude any content submitted in the final PSV2030
document and to use for any other reasonable purpose.
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REQUEST FOR INFORMATION ON PAYMENTS
SYSTEM VISION 2030

3 Background

3.1 Progress to date

The first version of the Payments System Vision was launched in September 2006 with the
overall objective of creating a payments envirenment that was ‘Internationally Recognised,
Nationally Utilised”. A second version was released in August 2013, to build on the
significant accomplishments, and define new priorities for the Nigerian Payments Market.

Mationally utilised - The progress over the last decade has been impressive. Mew payment
methods have been introduced and the vast majority of the impressive growth rate has
been from these new payments. Significant new functicnality such as a biometric-based
Bank Verification Number {8VN) and a harmonised bank account structure [NUBAN) have
improved the level of fraud detection and automation of payment processing.

& Growth in electronic payments driven & Oaher ey industry initiatives

by new peyment methods & Bank Varifcanien Momgar | BN
¥ Iratan] Paymasks & BRI -Account sumber sinuciurs
s Mokile Money Schemas = Agasr Bsking
*  Pdobike chasnek = Arpount rens kookep
o Poing el dak = BV Waichlis

& Canfraleid Orecl Debd mandatas
= TEE [Treasery Snghe Aooount]

Payranl wolurmes = 2012 to 2018

; "
= =m BE E E E B

Internationally recognised — the industry (CBN and partidipants) have made significant
strides im creating @ payments systems that is significantly more resilient and meets
satisfactory levels of conformance to internationally accepted standards

616



REQUEST FOR INFORMATION ON PAYMENTS
SYSTEM VISION 2030

= The Nigeria payments landscape has fundamentally changed in
the last decade

= Our approach : A balance of the guiding hand of the Central
Bank of Nigeria plus the energy and innovation of the industry

participants
Process + Engogement = Progress
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With 2020 rapidly approaching, our strategy must be reviewed to ensure it is relevant for
the current and future market.

We have undertaken three separate assessments against the benchmark for a payments
system, namely the Principles for Financial Market Infrastructure (PFMI) defined by the Bank
for International Settlements (BIS). The assessments have shown a continued improvement
in the overall resilience in the current market with significant improvements in the
governance structure, clarity of rules and regulation and reduction in the level of risk.

The local market is now at the stage where we can reasonably state that we are ready to
move to 3 new phase of the infrastructure.
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4 Scope of the PSV2030 review

Owr focus is on creating the appropriate envireonment for a relevant, innovative and resilient
payments architecture. As such, the scope of this review covers not just the technical
architecture, but also the repulatory regime, financial and operational risk, and ensuring
compliance with payments system best-practice as defined by the Bank for International
Settlements {BIS) Principles for Finandal Market Infrastructure (PFMWI).

41 Guiding Principles

The previous two versions of the Payment Vision 2020 were developed with dear guidelines
to ensure the Nigeria Payments System will be nationally utilised and internationally
recognised.

*  Built to serve the end-user via the Payment Service Providers

*  Facilitating nationally accepted payment methods

*  Encouraging innovation and deployment by service providers

®#  Using common core infrastructure and enforcing interoperability

*  Recognising local peographic, market and cultural practices

*  Conforming to internationally accepted risk principles

*  Within a dear and transparent legal and regulatery framework

*  With Specific, Measurable, Attainable, Relevant and Time-bound goals

These guiding principles are equally valid for the PSV2030 Framework. Given the advances
made in the domestic market, we are adding the following two guidelines for PEV2030,
namehy:

*  Further leveraging the local technical and business skillset

* Seeking to create solutions that are transferable to other relevant markets

4.2 Common Core Infrastructure

The guideline on commen core infrastructure and intercperability has been a consistent
principle from the initial P3V2020 review. The following diagram represents our current
paosition on co-operate versus compete.
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4.3 Global Trends

The payments industry has evolved over the past few decades from the early days of
electronic payment. The pace of change has increased dramatically over the last few years,
with the change driven by rapid advances in technology, customer expectations and new
business medels (including Fintech)

We can valuably learn from the global trends and new practices in payments deployed in
other countries, but must make our strategy relevant for the Migerian market, domestically
and where Migeria plays a role in international flows (regionally and globally)

Advances in technology and changing regulatory focus has created some fundamental shifts
in the payments landscape in the last few years. The main trends and drivers are listed
below, and covered more fully in Section & - Global Trends

*  Mew payment methods

*  Dpen Banking

*  Digital Access

* Distributed Ledger Technology

*  Big data and Artificial Intelligence

*  Cyber-Security

*  Digital Identity

*  Machine Learning and Robotics Process Automation

4.4 Scope of the review - Phase 1

Phase 1 of the P5V2030 review is, by definition, broad. The intention is to seek the views of
industry experts to ensure that our framework is comprehensive and imaginative. We do
not want submissions form stakeholders to be constrained by the current systems and
thought processes.
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Subsequent phases will distil the ideas generated from Phase 1 into a framework that
captures the good ideas and suggestions, but builds an implementation roadmap that is
practical and achievable within the medium timeframe.
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5 Proposed Approach to PSV2030

Given the pace of change of the technology, user expectation and business models, no one
individual or entity has a monopoly of good ideas. Our proposed approach is to create three
distinct phases for the PSV2030. Firstly, to collate the views and ideas of all potential
stakeholders. Secondly, to define an overall framework for the new payments architecture.
And finally, to embark on the deployment.

The initiative will be driven and sponscred by the Payments System Management
Department (PSMD) of CBM, with industry oversight via the PICC. CEN oversight will be via
Committee of Governors [CoG).

51 Phase 1- Scope and Consult

For the first phase, we will engage with potential stakeholders by circulating a summary of
the broad objective and guiding principles for the new payment architecture and seeking for
submissions. The objectives and guiding principles will be very broad, covering not just the
technical architecture, but also the operating parameters, regulatory framework and
participation guidelines. Operational, financial and cyber-security resilience will be of
paramount importance as the payments market becomes increasingly electronic and
immediate.

5.2 Phase 2 - Design and Plan

The second phase will synthesise the contributions into a strawman payments architecture,
but one that is more spedfic and definitive than the broad objectives from Phase 1. The
proposed structure, covering all parameters outlined in the scope, will be widely droulated
for further review and discussion with stakeholders. It is anticipated that the inital
discussion document will be launched at the proposed International Payments Conference,
planned for 3" - 4" Saptember 2019.

The final document, modified based on feedback following the initial version, will formalise
the new payments architecture and deployment roadmap.

53 Phase 3 - Deployment

The final phase, deployment, will only become clear during Phase 2, but it is likely that any
new architecture will be implemented gradually, and alongside any legacy infrastructure
that has to be retired. If the framework has been well defined, deployment will continue to
evolve as new capabilitizs and business model emerge — one of the guiding principles is that
the framework must be future-proof.

54 Top level milestones for Phase 1 and 2

Given the consultative approach of this initiative, the project has defined two key points at
which extermal input will be requested — firstly during Phase 1 following the publication of
the broad objective and scope, and secondly after the release of the draft PSV2030.
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The key milestones are provisionally defined as follows

Phase 1 —5cope | Issue draft Invitation te Submit Information to PICC 15 April 2015

2nd Consult Update to PICC at mesting 25 April 2019
Finalise I5] based on PICC feedback and drculate 02 May 2019
Create framework for PSV2030 document 24 May 2019
Receive initial feedbadk frem 51 submissions 7 June 2015

Phase 2 — Produce initial draft PSW2030 for PICC review 14 June 2015

Designand Flan | g ceive PICC feedback 21 June 2013
Preduce working draft for PICC review 5 July 2019
Walkthrough at PICC meeting 11 Juby 2019

Fine tune for initial release — for consultation
Launch at International Payments Conference
Release for sensitisation and further comments
FReceive comments

Develop Roadmap and Timeline

Review final draft at PICC meeting

Formal release of PSV2Z030

9 August 2013
3 Sept 2013

3 Sept 2019

4 Oct 2019

31 Oct 2019
14 Now 2019
6 Dec 2019

Phase 3 -
Deployment

To be determined
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6 Global Trends

The first part of this analysis focusses on the implications of the global trends identified in
Section 4.3 - Global Trends.

6.1 New Payment Methods

Instant payments has created a fundamental shift in adoption of electronic payments in
many countries. Nigeria, as an early adopter of this payment method, has experienced
strong growth in this area. Other emerging payments types, such as Request for Payment,
are likely to see equally strong adoption. Mobile payment schemes and mobile phones as a
channel to banking services both continue to gain traction, particularly in Sub-3ahara Africa.
Amy new architecture must be able to support new payment methods without a significant
restructuring.

It is expected that physical cash will continue to dedine, and in many countries the use of
technologies such as contactless card payments, MFC {near field communication) on mobile
devices and low-cost card acquiring solutions has made cash virtually redundant.

6.1.1  Cuestions to consider

=  What payment methods not currently supparted in Nigeria should be included in the
framework?

=  What future payment methods could you envisoge that would help drive a vibrant
economy?

= Which sector will be the primary driver af new payment methods — retail, business or
government fiows?

= There is a drive to reduce the usage of cash transactions. Is a truly cashless society
achievablie and/or desirable within the timeframe of this strategy {2030)? What
payment methods will be most relevant in displacing cash? What are some of social
implications of discouraging the use of cash?

6.2 Open Banking

Muost countries with mature banking infrastructure are opening access to new entrants and
challenger banks to encourage innovation and competition. In Europe, PSD/2 has created
different levels of service provision, from purs payment initiation and balance reporting (but
not account holding) through to full-service account and credit provision. Such structures
must support new entrants whilst not undermining the resilience of banking and payment
SEMVices.

6.2.1 Cluestions to consider

= s the current market ready to support @ market for more apen banking and payment
service providers? If not, over what time period will this be oppropriate (If ever)?

=  Where are the greatest risks in cregting an open banking environment ?
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=  What regulmtory changes would you recommend to support apen banking? Do you
see any models from aother countries thot would be most applicable for the local
market in Nigerig?

=  What steps would you recommend to simplify the adoption of open banking (for
example, requirement for banks to support open APIs)?

B.3 Digital Access

Accessing banking services through digital channels will become the norm for all payment
solutions, be it through mobile devices for retail banking, or more sophisticated electronic
channels for businesses. The pace of adoption varies by region, with solutions in sub-5Sahara
Africa reguiring the use of older technologies such as USSD codes that are available
alongside smart phone solutions that dominate in most G20 markets. In Migeria,
deployment of USSD mobile solutions has made access to electronic payments and other
banking services more broadly available.

Digital exclusion is a growing challenge in all markets, recognising that lack of access to
digital solution can inhibit social mobility, mitigated in part using agent services to facilitate
access for sections of the community that lack the knowledge or devices to access digital
Services.

6.3.1  Questions to consider

=  What are the major current barriers that restrict digitol access?

=  What solutions could be deployed to minimise the lack of access to digital services
(for example, making solutions simple to use, public owareness progroms, the use of
u : g L "y ]
agent banking and other community services)?

=  Showld improved digital occess be focwssed on the current banked, the current under-
banked, or the current unbanked community ?

=  Which would be most suitable for o solution that helps to increase digital indusion ?

6.4 Distributed Ledger (DLT) for fiat currency

Blodkchain has been a mainstream topic of discussion, and rarely has a technology attracted
as much media attention and investment funding. A more generalised description of
Blockchain is Distributed Ledger Technology (DLT) which capture the essence of the design —
allowing verifiable records of ownership to be distributed ather than relying on a single
central ledger.

Some countries and major banks are piloting schemes where digital currencies are tied to a
fiat currency, which has the potential to streamline payment processing, introducing greater
security and traceability, and providing a platform for innovative business processes using
smart contracts.

Distributed Ledger is potentially a powerful disruptive technology and enabler of new
solutions and business precesses. Howewver, its applicability as simply a direct replacement
for the existing payment processes is not clear, given the potential processing cost and
complexity. P35V 2030 will develop an informed position on DLT as a selution for Naira

payments.
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6.4.1  Cluestions to consider

=  Should Nigerig implement g DLT-based payments infrastructure to support Nairg
flows? If s0, what do you see as the primary benefits for such a solution?

=  Ower what timeframe will the technaology become sufficiently mature to support o
DLT-based Naira payments salution [if at ali)?

=  There are many different approaches for implementing o DLT payments network
{Permissioned versus permissioniess, private versus public) and approach for
consensus management (such as proof-of-work versus proof-of-stake). Which
approach wouwld be most appropriate for a fiat currency?

= Do you hove any technical concerns about such a deployment? Consider such
ospects g5 capacity constraints, processing time and costs, security and control

=  Peer-to-peer transfer af value offers the potential for anonymity. Full anonymity is
highly unlikely to be acceptable to any central bank given the need for KYC and AML.
How do you propase that any implementation balances the need for operational
efficiency and the need for control and wisibility ?

6.5 Distributed Ledger (DLT) for Initial Coin Offerings

Imitial Covin Offerings, such as Bitcoin, have dominated the implementation of DLT-based
crypto-currencies. These have remained largely unregulated by national regulators, and
maost industry cbservers note that crypto-currencies have evolved to become an asset class
rather than payment mechanism.

6.5.1  CQuestions to consider
= s there g role for ICOs in mainstream payments?

= f=o, what wowld be the potential use cases and benefits of sofutions based on
crypto-currencies?

=  Showid crypto-currencies, and the exchonges that trode crypfo-currencies, remain
unreguloted or loosely regulated?

6.6 Distributed Ledger Technology and Smart Contracts

As with many exciting new opportunities, Distributed Ledger Technology has a mix of hype
and reality. The hype of specific implementations sudh as Bitcoin should not detract from
the potential of DLT to radically transform the current solutions for transferring ownership
of assets, physical and virtual.

An area of great potential is that of smart contracts, where for example, the transfer of
funds can be dependent on specific condition, for example the transfer of ownership of
fimancial securities or completion of a commercial trade.

Linking settlement to transfer of ownership through Smart Contracts appears to offer
tangible potential benefits. PSV2030 will explore potential solutions for Smart Contracts,
and how the technology would be linked to the payment processing.

6.6.1 Cuestions to consider

= Do you agree thet Smart Controcts is a primary driver for supporting o DLT-based fiat
currency ?
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= s g DLT-based payment infrastructure required ar desirable to support a true Smart
Contract solution ?

= Which applications for Smart Contracts do you foresee o= offering the greatest
potential benefit in the short/medium term (if any)?

= Shouwid potential Smart Controct solutions be developed ot o national co-opergtive
level, or be left to commercial orgaonisations to develop and deploy in o competitive
environment?

= Should o solution focus on a notional implementotion, or support 0 Cross-country
deployment ?

6.7 BigData

The ability to analyse massive datasets can provide deep insights, and the data contained in
payment flows is information rich. Analysis of economic activity, fraud detection and anti-
money laundering, speedy detection of operational issues and real-time risk management
are some of the early applications being deployed.

The ability to analyse payment flows offers significant opportunities in many areas of
economic analysis, operational controls, risk management and fraud prevention. PSV2030
will identify potential uses of the available dataset, which in turn may define specific data
that would be valuable to collect as part of the payment flow.

An open guestion, and current challenge, is how to collate data for ‘on-us’ transactions. f a
simgle bank maintains the debit and credit account for a payment, it is operationally simpler
and cheaper to process as a book transfer across the accounts of that bank, rather than pass
through the clearing system. Howewver, this removes the visibility of these flows from the
central data repository.

There could be great potential for creating economic and social value from the data being
transferred through the payments system. However, due regard must be given to the
resulting privacy and data protection implications of access to such a powerful dataset.
With the potential intreduction of NDPR [Nigeria Data Protection Regulation) and the
amendments to the NITDA Act that are currently with the Assembly, data privacy will be
under ever iNCreasing scrutiny.

6.7.1  Questions to consider
= |5 capturing and analysing data for all payment flows achievable and desirable?

= What do you suggest as the primary and for most valuoble applications for Big Data
based on the payment flaws?

= Should ail flows, inciuding ‘on-us’ transactions, be required to flow through the
comman infrastructure to ensure thot all data is coptured for subseguent analysis ?
Are there specific flows that you would include/exclude from the data capture?

=  What are your primary concerns about dota privacy and doto protection? What
restrictions wowd you impose on any Big Dato solutions?

= Do you believe potential data privacy regulations and/or lows will impact the ability
to offer big data solutions on payment flows? Should the government,/CBN be
exempt fram any stringent data collection and analysis?
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6.8 Cyber-Security

Cyber-security has been cited as one of the greatest economic and sedal risks, and most
countries rate the threat of cyber-attacks from hostile nations and organised crime as high
as physical attacks. Potential attacks are wide-ranging from those using technology tools to
gain unauthorised access into systems, denial-of-service attacks, through to those based on
social engineering that exploit human weaknesses.

Creating secure and robust infrastructure has become a critical requirement. The payments
architecture must be built to the highest data security standards, covering not just the
technical and telecommunications threats to the core infrastructure, but tools that identify
and block potential attacks that originate outside the core infrastructure.

As processes and data become more real-time, the risks increase since there is less time to
respond to potential breaches. But conwversely, with Big Data and electronic flows, it may be
possible to shift form fraud detection to fraud prediction.

6.8.1  Cluestions to consider

=  The need for approprigte cyber-security is @ given. What are the cyber threats that
you consider reguire gregtest focus, and/or are most difficult to protect against?

=  What do you believe are the most appropriate access control tools (something |
know, samething | have, something | am _..)? Should minimum standards, such as
two-foctor authentication, be mandaoted for ail banks and service providers ?

=  Shouwid @ high standord for froud detection be built into the core payments
infrastructure, or showld the responsibility be left to individual banks and payment
processors?

= Do you believe fraud prediction iz possible and/or desiroble as o potential tool in
reducing froudwlent transactions? If so, do you have any specific views an how this
might be deployed within the payments architecture ?

= The move in many countries is for conswmers to be protected from the result of
froudulent activity with the banks and service providers covering the cost of such
froud (except in cases where the consumer is proven to be negligent). Where do you
see the boundary of responsibility between service provider and end- user {consumer
and business|?

6.9 Digital Identify

Reliably identifying individuals, in the physical and virtual worlds, is a core component of
data security. Nigeria has a world-class solution with BV (Bank Verification Number) —a
unique identifier required for any individual that has a bank account and verified by
biometrics to ensure that any individual can onky have one BVN.

BWYM will continue to form the foundation of digital identify in any new payments
architecture, but it may be possible to use different biometric approaches and/or additional
elements to further improve resilience

= Do youw consider the current BWN solution to be appropriate for the future payments
infrastructure?

= | not, how would you suggest improving digital identity?

627



REQUEST FOR INFORMATION ON PAYMENTS
SYSTEM VISION 2030

= Could BYN validation be used more widely in the payments system, and if so, what
applications wouwld you see as valid uses of BUN?

= Are you aware af any solutions or concepts thaot would reduce the effectiveness af
BVYN biometrics as g unigue identifier?

= Do you hove any view an how BVN should be deployed alongside other notional 1D
schemes such as that supported by NIMC?

* Legal Identity Identifiers (LEls) are being globally deployed as a unigue 1D for
business entities that undertoke troding of financial instruments. Should the
infrastructure recognise and/or odopt LEls for domestic business flows?
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7 Operational Considerations

7.1 Common Core Platform

Clearly the new architecture must support all appropriate payment instruments, covering
those currently in use (unless scheduled for retirement, and excluding physical cash) and
new payment methods as and when required.

A key design criterion is to achieve an infrastructure that is not constrained by volume or
value of payments. High-volume retail payments versus high-value financial flows clearly
have a different profile and risk implications. Historically, separate infrastructure has been
implemented to support these different flows. But with advances in processing power and
telecommunications bandwidth, is this distinction still relevant?

P3W2030 will consider the pros and cons of creating a common core infrastructure for all
payment flows regardiess of volume and value. A single infrastructure offers clear benefits
arcund collateral and risk management and consolidation of infermation and control but
increases the risks of single point of failure.

The cards infrastructure requires specific decisions due to the inter-dependence on the
international card schemes (MasterCard, Visa, UniPay ...} and the adoption of formats and
processing rules specific to the card industry.

711 Questions to consider
= Do you consider thot one commaon platform is achievoble andfor desirable?
= |f o common platform is desirable, are certain payment methods precluded?

=  Should retail payments (typically lower value and higher volume)] and finaoncial flows
(typically high value and lower value) be processed on different platforms.

=  What opergtional, risk and other aspects are important when considering the aption
of a single common platform?

7.2 Differing levels of functionality

Should a common infrastructure for all payment flows be appropriate, consideration must
be given to the potential need for different levels of functionality. Mot all payment methods
will require all available features. For example, advising the payer that the beneficiary
account has been credited, or payment tracking, could be value-add features that are
optional (and potentially chargeable). Any new architecture should allow end users
[potentially through their service provider) to select such optional features, at a default
choice or for specific payments as required.

721 Cluestions to consider

= Do you agree with the proposed agpproach of optional features thot are separately
priced ?

»  Shouid ‘volue-odd” feature/functionality be cregted in the common core
infrastructure, or affered by the service providers as @ point of competition? Where
should the boundary between compete and co-opergte be drown?
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= Do have views and/or suggestions about how varigble functionality should be
affered (for example, pre-defined service afferings, features selectoble at the point of
payment initigtion ...

=  How showld the charges for optional feature be collected (for exaompile, deducted at
the paint of initiation, billed in arrears, ...}

7.3 Operating hours

The new architecture should be available 24 x 7 for payment initiation and payment
processing. The implication on the potential need for ‘out-of-hours’ funding of settiement
positions and resulting impact on bank treasury and other bank operations must be
considered. [

Naote: in our recent review of Colloteral Management, one sub-group conducted some
excellent research on settlement pasitions and payment values/volumes ot different times of
day and different days of the week based on the current 24 x 7 availability of car, mabile and
NIF payments. The conclusion was that, with some relatively minor revisions to the current
settlement cycles, out-of-hours and weekend settlement was not currently required.

731  Cluestions to consider

= Do yow agree that the new architecture showld be designed to support 24 x 7
processing? And showid this include weskend payment processing?

= Do yow agree that extended settlement windows and/or weekend settlement should
be introduced if such changes provide significant benefit in reducing liquidity and
credit risk for settiement?

= [fextended settiement cycles are reguired, what will be the impoct on stakeholders
{paoyment processing, risk and froud manogement, aperations, funding and
settiement, bank processing and client facing systems

7.4 Real-time position management

The current collateral management review highlighted the significant risk advantages of real-
time position managements, specifically for eliminating liguidity and credit risk for
settlement positions (although it does introduce other operational issues around bank
liquidity management and pre-funding that require careful consideration). Real-time
position management showld be a basic design requirement of the new architecture.

741  Cluestions to consider

= Do yow agree that real-time position management should be o basic design feature
af any new payments infrastructure?

=  The gapproach for handling real-time position monogement would be ogreed during
the designs and specification of any new architecture. Do you have strong views or
suggestions on how the position manogement shouwld be implemented ooross the
different payment methods, recognising that the approoch may vary for high-value
financial poyments versus low-value retail poyments?

= What are the primary drawbacks, if any, or real-time position management (for
example, outgoing payments being blocked if o poyment provider reaches a pre-
funded fimit, _..)?
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7.5 Payment Tracking

The banking industry should look to emulate functionality that exists in other industries. For
example, when comparing traditional texting with applications such as WhatsApp, one key
differentiator is that of message status — in WhatsApp the sender knows when the other
party has received the message, the last time the receiver was enline, and when the
message has been read. A similar payment tracking could revolutionise the confidence in
payment processing. Other features, such as location tracking, could support greater fraud
protection.

7.5  Questions to consider

= Do you ogree that payment tracking shouwld be o core feature designed into the new
payments architecture?

= | 5o, showld this feature be g standard offering, or o value-add affering?

= What are the significant stotus updates that should be reparted and made available?

7.6 Datastandards

The new architecture should be built on the latest internationally accepted data standards,
15020022 for payments and reporting, and 1508583 for card transactions.

7.6.1  Cuestions to consider

= Do you agree that 153020022 shouwld be the dota standords to be used for any
financial messaging?

= Shouwid the architecture support ather legocy standards in parailel (for example via o
data mapping service]?

= Do you foresee gny emerging dota stondards that should be supported in the
medium term?

7.7 Technology Platform

At this stage, no decisions are expected on specifics of the technology platform that will
support any new payments architecture. However, it would be useful to receive feedback
on some guiding principles for the technology platform and architecture.

7.7.1  Cuestions to consider

= Do you suggest any specific guiding principles to the network and systems
architecture (for example, distributed cloud-based solutions, use of muitiple network
praviders _...)?

= Are there any spedfic approaches that you recammend we specifically exclude fram
any architecture design?

= Do you foresee any new technology (for service providers or end users) that may
hawe o significant impact on any new payments architecture?

= Do you believe that our new platform has to assume that some current technalogy
will mot be widely available in the local market (for exampie, smartphones and
ocoess ta internet-based services)? If so, what are potential implications for our
design and deployment ?
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7.8 APIls versus message-based solutions

Traditionally, the payment systems have been based on message-based and/or filz-based
communications between the service providers. Increasingly, the use of APIs is being
encouraged to create more flexible and interactive sessions between service providers.

7.8.1  Questions to consider
= Do you foresee a shift to interactive APl-based sessions between service providers ?

= Do you have insights ar preferences on the approach to be adopted, and which
feature should be APi-based rather than message or file-based?

7.9 Operational Control

The new architecture should support a real-time operational dashboard, which could incdude
infermation such as status of partidpating institutions, security and fraud alerts, volumes
and values of flows by payment instrument, current net settlement positions, usage of intra-
day collateral and other pledzed assets and transaction processing times.

Pericdic management reports should also be available, including trend analysis.

79.1  Questions to consider
= Do you agree that o real-time operational doshboard showld be a basic design
criterion for any new poyments architecture?

=  Should the dashboard be made available to all service providers/banks, or purely for
the entity running the infrastructure {and regulator)?

= Are any critical cotegories of operational control metrics missing from the above list?

7.10 Quality of Service

Assessments of service quality, at all levels of the payments system from core infrastructure
through commercial solutions, has typically been either subjective and/or through periodic
assessments. There have been some notable advances, such as the real-time tracking of
payment volumes and values of certain payment methods through the NIBSS Industry
Statistics portal {hitps.//nibss-plo com ne/report/]. The new framework provides an
opportunity to embed quality of service indicators into the architecture — potentially both
objective measures (such as transaction processing times, failure rates, service provider up-
time) and subjective (based on user experience).

7101 Cuestions to consider

= Do you agree that guality of senvice metrics should be an integral part of any new
payments system fromework?

=  Which areas of service guality ore mast important to trock and repot ?

= Should be indicators be both abjective (as outlined above] and subjective (which
allows for users to assess their experience of the service quality) ?

= Should the service provider information be widely ovailobie, or should the publicly
available data be restricted to industry level data ?
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7.11 Consumer Protection

Creating consumer confidence is of paramount importance, particularty when offering
services to first-time users. The new architecture should aim to make payments ‘error-free’,
but it is inevitable that issues will ocur. The new framework must provide robust consumer
protection — a wide ranging scope from consumer awareness, appropriate guidelines and
regulations, provision of accurate data to support problem resolution, and operational
process to handle initial enquiries through to petential escalation and arbitration.

7111 Cuestions to consider

= Do you believe that the current consumer protection structure ond service is
gppropriote and works effectively?

=  What are the primary current challenges in providing an effective consumer
pratection process?

=  What recommendation wowld you have for improving the current consumer
pratection arrangement?

=  The move in many countries is for consumers to be protected from the result of
froudulent activity with the banks and service providers covering the cost of such
fraud {except in cases where the consumer is proven to be negligent). Where do you
see the boundary of responsibility between service provider and end- user (consumer
and business)?

7.12 Disaster recovery and contingency

As with oyber-security, the need for rigorous disaster recovery capability is a given.
However, it would be useful to receive feedback on some guiding principles for the approach
to disaster recovery and contingency.

7121  Questions to consider

= Do you suggest any specific guiding principles to the disaster recovery architecture ?

= Are there any spedfic approoches that you recommend we specifically exclude from
any disaster recovery design?

7.13 Domestic and International flows

The foous for the PSV2030 review is domestic flows, since these are under the direct
regulatory oversight of CBN. However, the strategy must consider how any new
architecture could integrate with potential regional payment schemes, and more broadly
how to link to international payments, either directly or via the traditional correspondent
banking model.

7131  Cuestions to consider

= Are there any spedfic initictives for international or regional paoyments that we
should consider as essential to indude in the scope our proposed architecture (for
example, inter-operability with regional payment systems, ...)
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8 Operating Parameters

The first phase of developing the PSV2030 is, by design, broad in scope with no pre-
determined solutions. However, certain operating parameters ae given to provide direction
to the respondents

8.1 Support Financial Inclusion

The two previous versions of the PEV2020 strategy have been very effective at improving the
resilience of the payments infrastructure and increasing the level of banking solutions.

Some of these, such as mobile payments and the Agriculture initiative, are extending the
availability of core banking services to the under-banked and unbanked. P3V2030 must
accelerate the availability of basic banking and financial services to the unbanked. |deas are
sought on how to achieve this acceleration, be it through innovative new solutions,
regulation or centrally funded initiative.

Financial inclusion remains a key prierity to achieve a payments envirenment that is truly
‘mational ly utilised'.

811  Questions to consider
= Do you agree thet financial inclusion should be o key objective of PSV20307?

=  What are the major design criteria that we shouwld consider in supporting financial
inclusian?

= Do youw agree that Agent Banking is one of the key drivers for improwving financial
inclusian? If s0, how showld the new architecture better suppart the agent banking
model?

8.2 Inter-operable

One of the key guiding principles of the current payments infrastructure is that of inter-
operability. Namely that it must be possible to initiate a payment instruction with ocne
financial institution {Fl} and/or payment service provider (PSP), and move funds to any other
Fl or PSP in the same scheme. This principle has created a broader level of acceptability of
new payment methods such as mobile payment and Instant Payments, and is enabled
through a common switch, to which all other switches must connect.

Inter-operability will continue to be a key guiding principle for any future architecture.
821 Questions to consider

= Do youw agree that inter-operability shouwld continue to be o key principle of the new
architecture?

= [fnot, what is your rationagle ?

=  Which areas of payment processing shouwld be offered co-operatively or considered
as g commodity process?

= Are there any functions that should always be in the competitive domain?
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8.3 Co-operation versus competition

Developing core infrastructure as a commaon utility for all participants has the benefits of
cost-sharing and uniformity. However, the architecture must carefully consider the
boundary between cooperation on infrastructure and com petition between participants to
allow differentiated feature/functionality and encourage innovation.

8.3.1 Cluestions to consider

*  Onoscole of 1 to 5 (with 1 being the minimum level of comman co-operative
I, where would pou rote the boundaory

infrastructure and 5 being maximum level
between co-opergte and compete?

= What is the ratiorale for your ossessment ?

8.4 Future-proof and Incremental Deployment

Payments technology will continue to evolve, and it is important that the architecture is able
to evolhee rather than require radical re-engineering to support new capabilities. For
example, if a new data security technique is developed, it should be possible to cut over to
thizs new solution without disrupting the curmrent payment flows.

8.4.1  Questions to consider
= Do youw agree that future-proofing’ the solution is an important design criterion?

= Do you hove any specific guidelines andyor principles on how fiture-progfing showld
be incorporated ?

= Do you agree that the new architecture should seek to retire legocy infrastructure ?
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9 Practices in other countries

The payments industry is in a peried of rapid change. We wish to leam from other
countries, but not blindly copy since any new architecture must be relevant for the local
market in Nigeria (and Migeria’s role in the West Africa region). Countries to be reviewed
include:

* those that have implementad a fundamentally new architecture (such as
Australia China and Japan),

*  those that have published payment strategy documents or have set a
clear strategic direction {such as the UK, Sweden, Kenya, Estonia and
Singapore],

* those that have similar demographics and new solutions [such as India
and South Africa),

* other key industry bodies such as the World Bank, IMF, BIS, and SWIFT.
9.1.1  Questions to consider
= Do youw recommend other countries that we should indude in our analysis?

= Are there any white papers or ather reference material that you have found
particularly insightful when reviewing the poyments landscape?
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10 Regulatory and Governance Structure

Creating an appropriate and effective governance structure was a key deliverable from the
second release of PSV2020. It is possible that, given the proposed architecture from the
P5V2030 review, this structure should be modified. The P5V2030 document will indude any
recommendations for the regulatory and governance structures and scope.

10.1 Build in PFMI Conformance

The PFMI will continue to form the basis of validating that the payments system is
‘Internationally Recognised’. The PSV2030 document should highlight areas where
deployment of any new architecture results in doser conformance to these principles.

10.1.1  Questions to consider

=  Would you recommend building in conformance to any other stondards ? [f so, which
onefs)?

10.2 Legal Framework

The Payments System Management Bill is currently passing through the legislative process.
The P3W2030 document should highlight any areas of potential change to this legal
framework that may be required.

10.21 Cluestions to consider

= Do you believe that the proposed Poyments System Maonagement Bill will be switable
far any likely new poyments architecture ?

= Are there specific technical and/for functional changes that may require new
provisions?
103 REQL“BICIFF and Governance Structure
CBN provides regulatory oversight of all payment solutions.

Govemnance is provided by four Scheme Boards (ACH cheque & IP, Mobile, Cards, RTGS)
reporting to the PICC. The bodies comprise of industry representatives and CBMN. PICC
reports to the CBN CoG [Committee of Governors). Under the Payments System
Management Bill, the reporting lines will change but the working level structure will remain
largely consistent with the structure today.

10.3.1  Questions to consider
= Do you believe that the current (and potential new structure under PSMB) is
appropriote for any likely new poyments architecturs?

= Do yow hove any suggestions, fine-tuning or radical overhawl, that would create o
maore effective governance structure ?
10.4 Compliance monitoring

Tools to moniter compliance to the participation criteria should be built into the new
architecture, this providing real-time compliance monitoring and period status reports
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rather than relying on inspection of prior performance. Examples of compliance checking
could be adherence to rule on liguidity and collateral, operational performance standards,
resilience and disaster recovery testing.

10.41 Questions to consider
= Do you agree that complionce monitoring shouwld, where possible, be included in the
design of any new payments architecture?

= Are there any areas of compliance (in the poyments spoce) that should be excluded
from the design criteria?
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11 Dependencies

It is expected that the report will identify many dependencies, not least on the availability of
telecommunications and power. Key dependendes will be identified, and stakeholders from
other industries will be invited to submit cornments

11.1 Infrastructure

An electronic payments system is dependent on efficient infrastructure, with a particular
emphasis on telecommunications and power. Any specific concerns in this area must be

highlighted.
11.1.1  Questions to consider

= Do you hove concerns about the infrastructure required to support an efficient
payments system?

= {f=o, which parts of the infrastructure are likely to be the greatest inhibitors to
deployment and adoption?
11.2 Gapaclty Planni ng

Traiming and public awareness may be required to support deployment of any new
payments system architecture. Capacity Planning is required at different levels {industry
expertise, technical skills, internal service provider training for operational support and
customer servidng, compliance and risk training, and end user awareness).

There is currently ne formal certification programs for the core skills — technical and
operational — that are reguired within the payments system.

11.21 CGuestions to consider

= Do you believe that preparing Capacity Planning should be within the scope of the
F5V2030 Implementation, or for the industry to handle on an ‘as-required’ basiz?

=  Which areas of capacity planning reguire greatest focus?
= Showld the industry fook to provide certification programs for certain roles? If so,

which areas should be subject to certification, and should certain roles have
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12 Any other considerations

We have attempted to create a comprehensive framework for seeking view and suggestions.
However, it is highly likely that there are dimensions that are net incduded above

12.1.1  Cuestions to consider

= Are there any other useful input or suggestions that you would odd for inclusion in
our further deliberations?
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CENTRAL BANK OF NIGERIA
Corporate Head Office
PM.B. 0187, Garki, Abuja, FCT

TRADE AND EXCHANGE DEPARTMENT

09-462 37830
09-442 37802
Email: leg@cbn.gov.ng

D, FPC 1/01 November 29, 2021

TO: ALL AUTHORIZED DEALERS
NIGERIA CUSTOMS SERVICES (NCS)
SHIPPING LINES & AIRLINES
NATIONAL MUSEUM & MONUMENTS
THE GENERAL PUBLIC

AUTOMATION OF FORM ‘NCX' ON THE TRADE MONITORING SYSTEM

This is to inform ali Authorized Dealers, Nigerian Customs Service (NCS),
Shipping Lines & Airlines, National Museum & Monuments and the General
Public of the deployment of e-Form 'NCX'.

Accordingly, the e-Form 'NCX' shall replace the hard copy of Form 'NCX'
for non-commercial exports, with effect from November 30, 2021.

Consequently, all Authorized Dealers are required to ensure as follows:

1. That the processing of Form ‘NCX' shall only be done electronically
on the Trade Monitoring System accessible at
www fr syst v.ng;

2. Authorized Dealer Banks are to ensure that their customers obtain a
valid Tax Identification Number {TIN] from Federal Inland Revenue
Service {FIRS)/Joint Tax Board (JTB). The TIN is c prerequisite for
customers to access the Trade System for e-Form ‘NCX' application;

3. The e-Form ‘NCX' is web based and allows non-commercial exporters
io initiate the Form from their offices/homes and submit same 1o the
Authorized Dealer Bank;
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4. A charge of =N=5,000.00 (Five Thousand Naira) as fee per declaration
of e-Form 'NCX' is applicable with effect from November 30, 2021 and
henceforth. There will be a direct debit of the processing bank’s
current account for each declaration which should be recovered
from the customer by the bank. However the charge on the
customer for the e-Form "NCX' should be separated from other bank
charges,

5. All hard copies of Forms 'NCX’ established on or before November 30,
2021 [prior to the commencement of the e-Form 'NCX') shall be
Utilized within 90 days of the establishment of the Form;

4. For avoidance of doubt, all established hard copies of Forrms "™NCX
for which shipment has not taken place within the fransition pericd of
90 days shall be deemed cancelled;

7. All Autnorized Dealer Banks ore enjoined to inform their customers of
this development for complionce.

Please ensure shict compliance.

Dr. O.5. NNAJI
DIRECTOR
TRADE AND EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA

PM.8. 0187, Garki, Abuya, FCT

TRADE AND EXCHANGE DEPARTMENT

09-462 37830
09-462 37802
Email: ted@cbn.gov.ng

1ED F EN/01/011 November 29, 2021

TO: ALL AUTHORIZED DEALERS
THE GENERAL PUBLIC

AUTOMATION OF FORM 'A' ON THE TRADE MONITORING SYSTEM

This is o inform all Authorized Declers and the General Public of the
deployment of e-Form 'A’.

Accordingly, the e-Form 'A’ shall replace the hard copy of Form 'A’ for
invisible fransactions (PTA/BTA, medicals, educaticn, other remitiances
etc.), with effect from November 30, 2021.

Consequently, all Authorized Deaclers are required to ensure as follows:

1. That the processing of Form *A' shall only be done electronically on
the Trade Monitoring System accessible at www.ifradesystem,gov.ng;

2. The General Public is required to obtain a valid Bank Verification
Number (BVN) from their Autherized Dealer Banks. The BVN is a
prerequisite for customers to access the Trade System for e-Form A’
application;

3. The e-Form 'A' is web based and allows the General Public 1o initiote
the Form from their officesfhomes and submit same to the Authorized
Dealer Bank;

4. A charge of =N=5,000.00 (Five Thousand Naira) as fee per declaration
of e-Form 'A' is applicable with effect from November 30, 2021 and
henceforth. There will be o direct debit of the processing bank's
current account for each declaration which should be recovered
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from the customer by the bonk, However, the charge on the
customer for ihe e-Form 'A' snould be separoted from other bank
charges:

5. All hord copies of Forms ‘A’ estoblished on or pefore November 30,
2021 (prior to the commencement of the e-Form ‘A’| shall be utilized
within 15 working days of the establishment of the Form;

é. For avoidance of doubt, all established hard copies of Forms 'A'.for
which disbursement had not been made within the fransifion period
of 15 working days shall be deemed cancelled:

7. All Authorized Dealer Banks are enjoined fo inform their customers of
this development for compliance.

Please ensure sfrict compliance.

oo

Dr. O.5. NNAJI
DIRECTOR
TRADE AND EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Comporse head Office

Central Busness Disiric!

PM.B, 0187 Garl, Abws, FCT

TRADE AND EXCHANGE DEPARTMENT

09 4623TE00
08 46237804
E-mail address:tedi@cenbank.org

TED/FEM/PUB/FPC/001/009 MNovember 12, 2021

TO: ALL AUTHORIZED DEALERS,
SERVICE PROVIDERS AND THE
GEMERAL PUBLIC

APPOINTMENT OF DESIGNATED BANK FOR THE COLLECTION OF FEES UNDER
THE NIGERIAN EXPORT SUP 10N SCHEME (NESS

This is to notify all Authorized Dealers, Senvice Providers and the General Public
that the Honourable Minister of Finance, Budget and Mational Planning has
approved the appointment of the under listed additional designated banks for the
collection of NESS Fees.

The Banks are:

1. JAIZ Bank Plc

GLOBUS Bank Plc

FSDH Merchant Bank Limited
TAJ Bank Ple, and

5 NOWA Merchant Bank Limited

Bowown

Authorized Dealers are, therefore enjoined lo bring the information fo the

attention of their exporting customers.

Thank you,

Yours faithiully,

S —

DR 0.5 NNA.JI
DIRECTOR
TRADE AND EXCHANGE DEPARTMENT

Thiselecument is for CBN internal consumption
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CENTRAL BANK OF NIGERIA
Corporate Head Office

Central Business Distric!

PM.B. 0187, Garki, Abuja, FCT

TRADE AND EXCHANGE DEPARTMENT

09 46237831

09 46237809

E-mail address: ted@cbn.gov.ngq

TE / October 11, 2021

TO: ALL AUTHORIZED DEALERS
GUIDELIN: PAYMENTS AND

This is to inform all Authorised Dealers and the General Public of the introduction of the
Pan African Payments and Settlement System (PAPSS) by Afreximbank in partnership
with West African Monetary Institute (WAMI). The platform is being deployed as a pilot
within the West African Monetary Zone (WAMZ) Region before extending it to other
regions within Africa

The system supports the initiation of cross border retail payments in local currency of the
sending country and receipt of funds in local currency of the beneficiary's country within
West Africa while the inter-bank settlement will be in USD and is expected to provide
faster settlement and payment of cross border transactions within Africa at a reduced
cost, with the air of boosting intra-African trades.

The PAPSS has amongst others the following features:

i It supports the initiation of cross border retail payments in local currency of the
sending country, by customers and receipt of funds in local currency of the beneficiary’s
country

i.  The inter-bank seftlement will be in USD, based on a multilateral netting
arrangement. Other currencies such as Euro and proposed single currencies for WAMI
and AU would be added in future.

fi. The net settlement model is based on prefunding by participating financial
institutions through the domestic RTGS Systemn

iv.  Afreximbank will be the settlement agent and each central bank will maintain a
USD settlement account at Afreximbank to settle eligible transactions from its country
on a net basis.

v.  Each central bank shall determine eligible transactions for which foreign exchange
would be provided by them.

vl. Commercial banks may maintain a USD settlement accouni at Afreximhank to
settie obfigations for payments that may fall outside the eligible transactions, for which
the central bank would not provide foreign exchange.

Consequently, all Authorised Dealers are required to ensure as follows:
1. That eligible payment of imports and receipt of export procaeds by the CBN shall
be restricted to trade-backed transactions only and that the documentation
requirements stipulated in Memorandum 9 and 10 of the Forelgn Exchange
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Manual (2018} and other extant circulars shall apply. Import payments shall
also be restricted to goods of African origin.

2. That all the required decumentations referred to in (1) above should be provided
before a franzaction is initisted on PAPSS by Authorised Dealers and their
customers,

3. That export proceeds repatriated to CBMN under PAPSS shall be subject to
certification by respective processing banks as being repatriated by the Exporter.

4. The pravisions of all existing guidelines, circulars and directives on the operations
of Foreign Exchange Market shall apply.

5. That prevailing exchange rate at [nvestors and Exporiers Forex Window as
advised by Financial Markets Depariment (FMD) should be used in cross-rates
conversion between Maira, United States Dollars and third currencies within
Africa, for outbound payments and vice-versa for inflows.

6. For sefflement of PAPSS transactions by CBM, Authorised Dealers shall abtain
the approval of CBN for USD cover, before initiating payments on PAPSS. The
request for approval should be forwarded to The Direclor, Financial Markets
Depariment, CEM.

7. For the avoidance of doubt, only eligible transactions as may be determined by
the CBN from time to time shall be eligible for payment on PAPSS. Htems
classified “not valid for Foreign Exchange® shall remain ineligible.

Please note that Authorised Dealer Banks may maintain a USD setflement account with
the PAPSS settlement bank to settle obligations for payments that may fall cutside the
eligible transactions.

Please ensure compliance.

DR 0.5. NNAJI
DIRECTOR
TRADE AND EXCHANGE DEPARTMENT

—
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CENTRAL BANK OF NIGERIA
Covporate Head Office

Central Business District

P.M.B. 0187, Garki, Abufa, FCT

TRADE AND EXCHANGE DEPARTMENT

09 46237831
09 46237809

E-mail address: ted@cbn.qov.ng
TED/FEM/PUB/FPC/01/007 September 10, 2021

LETTER TO ALL BANKS

OBSERVANCE OF DUE DILIGENCE IN THE PROCESSING OF
FOREIGN EXCHANGE TRANSACTIONS

In line with our continuing close surveillance of our financial markets in
general and the FX market in particular, the CBN wishes to remind all banks
that it is their responsibility to not only Know their Customers (KYC
requirements) but also Know their customers' business (KYCB
requirements).

Given these responsibilities and in view of recent occurrences in the market,
the CBN would like to remind banks to desist from all and any forms of FX
malpractices.

We wish to reiterate that the FX operating license of any bank or banks that
are found culpable with ongoing investigations would be suspended for at
least one year,

Please note and ensure compliance.

DR O.S. NNAJI

DIRECTOR
TRADE AND EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Corporate Head Office

Central Business Distric!

PM.B. 0187, Garki, Abuja, FCT

TRADE AND EXCHANGE DEPARTMENT

09 46237804
09 46237802
E-mail address: ted@cbn.gov.ng

D/FEM/PUB/FPC/01/008 July 16, 2021

TO: ALL AUTHORISED DEALERS/
GENERAL PUBLIC

SUGAR IMPORTATION IN NIGERIA

The Federal Government of Nigeria under the National Sugar Development
Council established the Nigerian Sugar Master Plan to encourage and
incentivize sugar refining companies in their Backward Integration Program
(BIP) for local sugar production.

Accordingly, the underlisted three companies, who have made reasonable
progress in achieving backward integration in the sector shall only be allowed
to import sugar into the country:

1. Bua Sugar Refinery Limited
2. Dangote Sugar Refinery Plc
3. Golden Sugar Company

In view of the forgoing, Authorised Dealers shall NOT open Forms M or
access foreign exchange in the Nigerian foreign exchange market for any
company including the three listed above for the importation of sugar without
the prior and express approval of the Central Bank of Nigeria as the Bank is
charged with the mandate of monitoring the implementation of the backward
Integration programs of all the companies

Please ensure strict compliance.

e

DR. 0.S NNAJI
DIRECTOR
TRADE & EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Comorate Head Office

Central Business District

PM.B. 0187, Garki, Abuja, FCT

TRADE AND EXCHANGE DEPARTMENT

09 46237831

09 46237802

E-mail address: ted@cbn.gov.ng

TED/FEM/PUB/FPC/001/005 June 09, 2021
TO: ALL AUTHORIZED DEALERS,

SERVICE PROVIDERS AND THE

GENERAL PUBLIC

RE: NTME F_TITAN TRUST BANK PLC AS A DESIGNATED BANK
FOR _THE COLLECTION OF FEES UNDER THE NIGERIA EXPORT

SUPERVISION SCHEME (NESS)

This is to notify all Authorized Dealers, Service Providers and the General Public
that the Honourable Minister of Finance, Budget and National Planning has
approved the appointment of Titan Trust Bank as one of the designated banks for
the collection of NESS Levy.

Authorized Dealers are therefore, enjoined to bring the information to the attention
of their exporting customers.

=0
Dr. O. S. NNAJI
DIRECTOR

TRADE AMD EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA

Corporate Head Office
Central Business District
B PM.B. 0187, Garki, Abyja, FCT
TRADE AND EXCHANGE DEPARTMENT
09 46237831
09 46237809
e-mail address: ted@cbn.gov.ng
TED/FEM/PUB/FPC/01/004 05 May 2021

TO: ALL DEPOSIT MONEY BANKS,
INTERNATIONAL MONEY TRANSFER OPERATORS (IMTOs)
AND GENERAL PUBLIC

RE: INTRODUCTION OF THE CBN'S “NAIRA 4 DOLLAR SCHEME”
FOR DIASPORA REMITTANCES

Further to the CBN Circular referenced TED/FEM/PUB/FPC/01/003 dated
05 March 2021 on the above subject matter, which was originally scheduled
to end on 08 May 2021, we hereby announce the continuation of the
scheme until further notice.

Al aspects of the operationalization of the programme remain the same.

Please take note and ensure compliance.

For: DIRECTOR
TRADE & EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Comporate Head Office

Central Business Digfict

FM.B. 0187, Garkl, Abuja, FGT

TRADE AND EXCHANGE DEPARTMENT

09 48237831
09 46237809
E-mail address: tedi@chn,aov.ng

TED/FEM/PUB/FPCI01/003 05 March 2021

TO: ALL DEPOSIT MONEY BANKS,
INTERNATIONAL MONEY TRANSFER OPERATORS (IMTOs)
AND THE GENERAL PUBLIC

INTRODUCTION OF THE CBN'S “NAIRA 4 DOLLAR SCHEME” FOR

DIASPORA REMITTANCES

In an effort to sustain the encouraging increase in inflows of diaspora remitiances
into the country, the Central Bank of Nigeria (CBN) hereby announces the
introduction of the “CBN Naira 4 Dollar Scheme”, an incentive for senders and
recipients of Intemational Money Transfers.

Accordingly, all recipients of diaspora remittances through CBN licensed IMTOs
shall henceforth be paid N5 for every USD1 received as remittance inflow.

In light of this, the CBN shall, through commercial banks, pay to remittance
recipients the incentive of N5 for every USD1 remitted by sender and collected by
designated beneficiary. This incentive is to be paid to reciplents whether they
choose to collect the USD as cash across the counter in a bank or transfer same
into their domiciliary account. In effect, a typical recipient of diaspora remittances
will, at the point of collection, receive not only the USD sent from abroad but also
the additional NS per USD received.

Flease note having discussed with banks and IMTOs, the scheme takes effect from
Monday 8 March 2021 and ends on Saturday 08 May 2021,

F

A.S.ﬁi RIN

For: DIRECTOR
TRADE & EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA

PM.8. 0187, Garki, Abuja, FCT

TRADE AND EXCHANGE DEPARTMENT
0946237804
09 46237802

E-mail address:ted@cbn.gov.ng
TED/FEM/FPC/PUB/01/002

TO: ALL AUTHORISED DEALERS,

NIGERIA CUSTOMS SERVICE

NIGERIAN EXPORT PROMOTION COUNCIL
NIGERIA PORTS AUTHORITY

AND THE GENERAL PUBLIC

APPOINTMENT OF PRE-SHIPMENT INSPECTION AGENTS (PIAs) AND MONITORING &
EVALUATION AGENTS (MEAs) FOR NON-QIL EXPORTS

This is to inform all Authorized Dealers, operators in the non-oil exports sector and the general

January 26, 2021

public, that the Federal Government has, effective from January 15, 2021, made the
following appointment with respect to Pre-shipment Inspection operations in Non-oil Exports.

SN PRE-SHIPMENT INSPECTION AGENT | COVERAGE AREA

1 Anglia International Services Limited | North West and North Central
2 Neroli Technologies Limited South West and South-South
3 Gojopal Nigeria Limited South East and North East

In addition, the Federal Government has appointed Monitoring Agents to oversee the activities

of the PlAs in the zones as shown below:

SN

MONITORING & EVALUATION AGENT

COVERAGE AREA

Foops Integrated Services Limited

North East, North West & North Central

[ N =

| Ace Global Depository Nigeria Limited
d

South East, South West & South-South

All Authorised Dealers, operators in the non-ofl export sector and members of general public

are to note and ensure compliance.

Dr. 0. S. NNAJI
DIRECTOR

TRADE & EXCHANGE DEPARTMENT

Cassified as Confidental
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CENTRAL BANK OF NIGERIA
Corporate Head Office

Cevilral Business Disire!

FMA. 0187, Gark, Abujs, FCT

Dﬂ-ﬂ’l EE?BD! TRADE AND ﬁcmunﬁ DEFPARTMENT ' N

E-mail address:tedi@cbhn.gov.ng

TED/FEMIFPC/PUEN001/001 January 22, 2021

To: ALL AUTHORISED DEALERS AND
INTERNATIONAL MONEY TRANSFER OPERATORS (IMTOs)

MODALITIES FOR PAYOUT OF DIASPORA REMITTANCES

Further to our circular fitted "Receipt of Diaspora Remitlances: Additional Operational
Guidelines", it has come to our notice that some IMTOs and unlicenzed companies
continue to facilitate diaspora remittances info the country in Maira, in clear contravention
of the Central Bank of Nigeria directive that all remittances be paid to beneficianies in
dollars.

For the avoidance of doubt, the Central Bank of Nigeria further clarifies as follows:
1. Only licensed IMTOs are permitted to carry on the business of facilitating diaspora
remittances into Migeria;

2. All diaspora remittances must be received by beneficiaries in foreign currency only
{zash andlar transfers to domiciliary aceounts of recipients);

3. IMTOs are NOT permitted, under any circumstances, to disburse diaspora
remittances in Maira (either in cash or by electronic transfers), be it through naira
remittance settlement accounis (which had been earlier directed to be closed),
third party accounts or via any other payment platforms within and/or around the
Nigerian financial system.

These measures are intended to promote fransparency, grow diaspora remittances and
significantly improve foreign exchange inflows into Migeria. Strict sanctions, including
withdrawal of operating licenses, shall be imposed on any individuals and/or institutions
found to be aiding, abetting or directly contravening these guidelines.

For unlicensad operators, the CBN shall not hesitate to authorize the closure of their
accounts in Nigerian banks, including being barred from accessing banking services in
Nigeria.

The CBN shall continue to monitor developments in this regard and will issue further
guidance as appropriate.

DR.O.5. NNAJI
DIRECTOR

TRADE & EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Corporate Head Office

Central Business District

PM.B. 0187, Garki, Abujs, FCT

(S

TRADE AND EXCHANGE DEPARTMENT

09 46237831
09 46237809
E-mail address: ted@cbn.qov.ng

TED/FEM/FPC/GEN/01/012 December 02, 2020

TO: ALL AUTHORIZED DEALERS/
THE GENERAL PUBLIC

RE: AMENDMENT TO PROCEDURES FOR RECEIPT OF DIASPORA
REMITTANCES

Further to the Circular Ref. No. TED/FEM/FPC/GEN/01/011 of November
30, 2020, on the above subject, we wish to reiterate and clarify to All
International Money Transfer Operators (IMTO) the following;

1. IMTO’s must ensure that all funds in favour of beneficiaries/recipients
in Nigeria be deposited into the Agent Banks' correspondent account.

2. Agent Banks (Deposit Money Banks) in Nigeria will be responsible for
final payment to beneficiaries/recipients either in foreign currency cash
(USD) or into the beneficiaries'/recipients’ domiciliary account in
Nigeria.

3. The mode of payment either in cash or transfer is ét the sole discretion
of the beneficiaries/recipients.

Please ensure strict compliance and be guided accordingly.

D;. 0.S. NNAJI

DIRECTOR
TRADE & EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Corporate Head Office

Central Business District

P.M.B. 0187, Garki, Abuja, FCT

09 46237802
09 46237804 TRADE AND EXCHANGE DEPARTMENT

E-mall address: ted@@cbn.qov.ng

TED/IFEMIFPC/GEN/01/010 November 30, 2020
TO: ALL AUTHORIZED DEALERS and
GENERAL PUBLIC
OPERATIONS OF DOMICILI COUNT

Following different interpretations on the operationalization of Domiciliary Accounts
and to ensure the stability of the foreign exchange market, The Central Bank of Nigeria
(CBN) would like to provide the following clarifications.

Export Proceeds Domiciliary Accounts
These accounts will continue to be operated based on existing regulations
which allow account holders use of their funds for business operations only,
with any extra funds sold in the Investors’ & Exporters’ (I&E) Window.

Ordinary Domiciliary Accounts
« \Where accounts are funded by electronic/wire transfer, account holders will be
allowed unfettered and unrestricted use of these funds for eligible transactions.
« Where accounts are funded by cash lodgments, existing regulation will continue
to apply.
These clarifications are necessary given the vastly improved capabilities of the Central
Bank of Nigeria to monitor transactions, forestall money laundering and prevent the
adverse effect of Dollarization in our economy.

All Authorized Dealers and the General Public are to note that BVN would be used to
enforce compliance with these regulations.

Please be guided accordingly. ?%
.S. NNAJI

DIRECTOR
TRADE & EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Covpovate Head Office

Cantral Business Distric!

PM.B. 0187, Garl Abuja. FCT

TRADE AND EXCHANGE DEPARTMENT

09 46237802
09 46237804

E-mail address: led@lichn gov.ng
TED/FEM/FPC/GEN/01/011 November 30, 2020

TO: ALL AUTHORIZED DEALERS and
GENERAL PUBLIC

AMENDMENT TO PROCEDURES FOR RECEIPT OF
DIASPORA REMITTANCES

In an effort to liberalize, simplify and improve the receipt and
administration of diaspora remittances into Nigeria, the Central Bank of
Nigeria (CBN) wishes to announce as follows:

. Beneficiaries of Diaspora Remittances through International Money
Transfer Operators (IMTOs) shall henceforth receive such inflows in
foreign currency (US Dollars) through the designated bank of their

choice.

. Such recipients of remittances may have the option of receiving these
funds in foreign currency cash (US Dollars) or into their ordinary
domiciliary account.

These changes are necessary to deepen the foreign exchange market,
provide more liquidity and create more transparency in the administration
of Diaspora Remittances into Nigeria.

In addition, these changes would help finance a future stream of
investment opportunities for Nigerians in the Diaspora, while also
guaranteeing that recipients of remittances would receive a market-
reflective exchange rate for their inflows.
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All Authorized Dealers and the general public should note that
beneficiaries shall have unfettered access and utilization to such foreign
currency proceeds, either in cash andfor in their Domiciliary Accounts, in
line with our circular TED/FEM/FPC/GEN/01/010

Please ensure strict compliance and be guided accordingly.

DR. O.S. NNAJI
DIRECTOR

TRADE & EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Corporate Head Office
PMB. 0187, Garxi, Abya, FCT

TRADE AND EXCHANGE DEPARTMENT
09 46237831

09 46237809
E-mail address: ted@cbn.qov.ng

TED/FEM/FPC/GEN/01/009 November 18, 2020

TO: ALL AUTHORIZED DEALERS/
THE GENERAL PUBLIC

RE: DESTINATION PAYMENT FORALL FORMs M, LETTERS OF CREDIT
AND OTHER FORMS OF PAYMENT

Further to the Circular Ref. No. TED/FEM/FPCIGEN/01/005 of August 24,
2020, on the above subject and following different interpretations of the term
“Ultimate Supplier of products”, Authorized Dealers and the General public
are hereby notified of the following clarifications;

- a. That the provision of “Ultimate Supplier of products” shall be
construed to mean “the direct party selling the goods to the
importer irrespective of whether the party involved is the
manufacturer or internationally recognized buying company/
supplier/agent”. ' =

b. That the name of the “Ultimate Supplier of products™ should be the
same as the beneficiary on the Form “M", Invoice, Bill of Exchange,
Letter of Credit Instrument and any other relevant document to the
transaction. '

c. That Authorised Dealers should ensure that payments are made only
to the beneficiary whose name appears on the documents stated in (b)

above.

d. That where it is unavoidable that an importer chooses to use a buying
company (other than the primary manufacturer), the importer shall

660



make available the following documents (as applicable), for
consideration and approval by the CBN before opening Form M.

s
.
.

iv.
V.
vi.
vii.

Detailed KYC and profile of the buying company;

Three-Year Audited Financial Statement of the buying company;
Letter of reference from the Buying Company's banker stating
relationship and capacity;

Transfer pricing policy & arrangements in the home country.
Registration with its home country’s Chamber of Commerce
Evidence of tax payments in the home country

Evidence of authorization to act as agents and/or distributor to the
original equipment manufacturer

All Authorized dealers are to ensure that the list of eligible third parties that
meet the requirements above are submitted to the Bank for authentication
before onboarding.

Please note and ensure strict compliance.

Dr. O.S. NNAJI
DIRECTOR
TRADE & EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Corporate Head Office

Centra! Business District

F.M.B. 0187, Garki, Abujs, FCT

TRADE AND EXCHANGE DEPARTMENT

09 46237831
09 46237802

E-mail address: ted@cenbank.org
TED/FEM/FPC/GEN/01/030 November 12, 2020

TO: ALL AUTHORIZED DEALERS
SERVICE PROVIDERS AND THE
GENERAL PUBLIC

Dear Sir,

RE: APPOINTMENT OF WEMA BANK PLC AS A DESIGNATED BANK
FOR THE COLLECTION OF NESS FEES UNDER THE NIGERIAN EXPORT
SUPERVISION SCHEME {NESS)

This is to notify all Authorized Dealers, Service Providers and the Generai Public that the
Honourable Minister of Finance, Budget and National Planning has approved the
appointment of Wema Bank as one of the designated bank for the collection of NESS
Fees.

Authorized Dealers are therefore enjoined to bring the information to the attention of their
exporting customers.

Thank you.

DR. O.S. NNAJI
DIRECTOR
TRADE AND EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Corperate Head Office

Central Business District

PM.B. 0187, Garki, Abuja, FCT

TRADE AND EXCHANGE DEPARTMENT

09 46237802
09 46237804

E-mail address: ted@cbn.gov.ng
TED/FEM/FPC/GEN/001/008 October 06, 2020

TO:

ALL AUTHORIZED DEALERS

NIGERIA CUSTOMS SERVICE (NCS)
NIGERIAN SHIPPERS’ COUNCIL

NIGERIAN CIVIL AVIATION AUTHORITY (NCAA)

FEDERAL AIRPORTS AUTHORITY OF NIGERIA (FAAN)
SHIPPING COMPANIES & AIRLINES COMPANIES

AND THE GENERAL PUBLIC
COMPLIANCE WITH EXPORTS PROCEDURE IN NIGERIA

The Central Bank of Nigeria has observed with dismay the non-compliance

by Shipping and Airline companies to the provisions of the Circular
referenced TED/FEM/FPC/GEN/01/009 dated June 06, 2017, requiring that
Bills of Lading/Airway Bill in respect of exports from Nigeria carry the Form

NXP number in respect of the underlying cargos.

Furthermore, the Circular referenced TED/FEM/FPC/GEN/01/003 dated
October 28, 2019 which mandated electronic processing of Form NXP on

the

Trade Monitoring System (TRMS) and accessible at

www.tradesystem.gov.ng has not been complied with.

In line with the provisions of these circulars, Shipping and Airline companies

are required to access the TRMS platform to generate Form NXP numbers

for capture on the Bill of Lading for export cargoes.
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Consequently, all shipment of export cargoes from Nigeria shall with effect
from the date of this circular be in accordance with the aforementioned
procedures.

For the avoidance of doubt, it shall be a breach of extant regulations for any
Shipping Company or Airline Company to take on-board any cargo for
which Form NXP is not duly completed and approved on the TRMS
platform, failing which severe sanctions shall be meted for such breach,
such sanctions shall include refund of the forex value of goods illegally
exported as well as Post-No-Debit on all bank accounts Nationwide.

Please ensure strict compliance.

"

Dr. O.S. NNAJI
DIRECTOR
TRADE & EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Corpovate Head Office

Central Business District

PM.B. 0187, Garki, Abuja, FCT

09 46237831 TRADE AND EXCHANGE DEPARTMENT

09 46237809
E-mail address: ted@cbn.gov.ng

TED/FEM/FPC/GEN/01/006 September 7, 2020

TO: ALL AUTHORIZED DEALERS
NIGERIA CUSTOMS SERVICE
THE GENERAL PUBLIC

N_OF DI : TE
WITH e-F ‘M’

This is to inform all Authorised Dealers, Nigeria Customs Service and the
General Public that the Nigerian Insurers Association (NIA) digital Marine
Insurance Certificate has been integrated with e-Form ‘M’ on the Nigeria
Trade Portal.

Consequently, the NIA’s Marine Insurance Certificate shall with effect from
Monday September 14, 2020 be part of documentation requirements for
the processing of e-Form "M’

For the avoidance of doubt, the use of hard copy Marine Insurance
Certificate for processing e-Form ‘M’ is hereby discontinued from the
effective date of this circular.

Please ensure compliance.
Thank you,

Yours Faithfully

——
—

DR 0.S. NNAJI
DIRECTOR
TRADE AND EXCHANGE DEPARTMENT

665



CENTRAL BANK OF NIGERIA
Corporate Head Office

Central Business Distact

PM.B. 0187, Garki, Abuja, FCT

-mail address: ted@cbn goy.ng
TRADE AND EXCHANGE DEPARTMENT

TED/FEM/FPC/GEN/01/006 August 27, 2020

TO: ALL AUTHORISED DEALERS,
BUREAU DE CHANGE OPERATORS and

THE GENERAL PUBLIC
RESUMPTION OF SALES TO BUREAU DE CHANGE OPERATORS

As part of efforts to enhance accessibility to foreign exchange particularly to
travelers following the announcement of the limited resumption of international
flights by the Honourable Minister of Aviation commencing with Abuja and
Lagos, the Central Bank of Nigeria hereby wishes to inform the General Public
that gradual sales of foreign exchange to licensed BDC operators will
commence with effect from September 07, 2020.

Consequently, purchase of foreign exchange by BDCs shall be on Mondays,
and Wednesdays in the first instance. The BDCs are to ensure that their
accounts with the banks are duly funded with the equivalent Naira proceeds on
Fridays and Tuesdays accordingly.

Meanwhile, Authorised Dealers (deposit money banks) shall continue to sell
foreign currencies for travel related invisible transactions to customers and non-
customers over the counter upon presentation of relevant travel documents
(passport, Air ticket & Visa).

All Authorised Dealers and Bureau De Change Operators are hereby advised
to ensure strict compliance with the provisions of the extant regulations on the
disbursement of foreign exchange cash to travellers, as any case of infraction
will be appropriately sanctioned.

——

DR. O.S. NNAJI
DIRECTOR
TRADE & EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Corporate Head Offics

Central Business District

PM.B. 0187, Garki, Abuja, FCT

TRADE AND EXCHANGE DEPARTMENT

09 46237804
09 46237802

E-mail address: ted@cbn.gov.ng
TED/FEM/FPCIGEN/01/005 24 August 2020

TO: ALL AUTHORISED DEALERS/
GENERAL PUBLIC

DESTINATION PAYMENT FOR ALL FORMs M ., LETTERS OF CREDIT
AND OTHER FORMS OF PAYMENT.

As part of continued efforts by the Central Bank of Nigeria to ensure prudent
use of our foreign exchange resources and eliminate incidences of over-
invoicing, transfer pricing, double handling charges, and avoidable costs
that are ultimately passed to the average Nigerian consumers, Authorised
Dealers are hereby directed to desist from opening of Forms M whose
payment are routed through a buying company/agent or any other third-
parties.

Accordingly, all Authorised Dealers are hereby requested to only open
Forms M for Letters of Credit, Bills for collection and other forms of payment
in favour of the ultimate supplier of the product or service. This directive is
with immediate effect.

Additionally, in line with best practices around the world, the CBN will be
immediately introducing a Product Price Verification Mechanism to forestall
over-pricing and/or mispricing of goods and services imported into the
country. All Authorized Dealers shall use this mechanism to verify quoted
prices before Forms M are approved.

Please ensure strict compliance.

os. og.s. NNAJI

DIRECTOR
TRADE & EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Corporate Head Office

Cenfral Business District

FM.B. 0187, Garki, Abwa, FCT

TRADE AND EXCHANGE DEPARTMENT

08 45237800
09 45237804

E-mail address: ted@cbn.qov.ng

TED/FEM/FPC/GEN/01/005

TO: ALL AUTHORISED DEALERS,
NIGERIA CUSTOMS SERVICE

NIGERIAN EXPORT PROMOTION COUNCIL

ALL TERMINAL OPERATORS
AND THE GENERAL PUBLIC

July 28, 2020

NOTICE OF RE-ASSIGNMENT OF PRE-SHIPMENT INSPECT ION AGENTS

FOR NON-OIL EXPORTS

This is to inform all Authorised Dealers, Nigeria Customs Service, Nigerian
Export Promotion Council, Terminal Operators and the Ganeral Public of the
Federal Government approval for the re-assignment of the under listed Pre-
Shipment Inspection Agents (for Non-oil Exports) to the following locations with

effect from August 1, 2020.

| SIN ' PRE-SHIPMENT PREVIOUS NEW LOCATION

L |INSPECTION AGENT [LOCATION |

1. | MESSRS CARMINE | NORTHERN SOUTH-WEST ZONE |
ASSAYER LIMITED | ZONE (Lagos, Ondo. Osun, Ekiti |

v and Ogun States)

|2 MESSRS  COBALT | SOUTH-WEST |NORTH-CENTRAL,
INTERNATIONAL ZONE NORTH-EAST AND
SERVICES LIMITED i NORTH-WEST

Piease note and ensure compliance.

Sorox—

DR. O.S. NNAJI
DIRECTOR

TRADE AND EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Covporate Head Office

Central Business District

P.M.B. 0187, Garki, Abwia, FCT

TRADE AND EXCHANGE DEPARTMENT

08 46237804
09 46237802

E-mail address: ted@cbn.gov.ng
TED/FEM/FPC/GEN/01/004 July 13, 2020

TO: ALL AUTHORISED DEALERS/
GENERAL PUBLIC

IMPORTATION OF MAIZE/CORN

As part of efforts by the Central Bank of Nigeria to increase local production,
stimulate a rapid economic recovery, safeguard rural livelihoods and
increase jobs, which were lost as a result of the ongoing COVID-19
pandemic, Authorised Dealers are hereby directed to discontinue the
processing of Forms M for the importation of Maize/Corn with immediate
effect.

Accordingly, all Authorised Dealers are hereby requested to submit the list
of Forms M already registered for the importation of Maize/Corn using the
attached format on or before the close of business on Wednesday Juiy 15,
2020.

Please ensure strict compliance.

DR. O.S. NNAJI
DIRECTOR
TRADE AND EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Carporate Head Office

Central Business District

P.M.B. 0187, Garii, Abuja, FCT

09 46237802 TRADE AND EXCHANGE DEPARTMENT

09 46237804

E-mail address: ted@cbn.gov.ng
TED/FEM/FPC/GEN/01/003 February 24, 2020

TO: ALL BANKS

CLARIFICATION ON OPERATIONS OF ORDINARY DOMICILIARY
ACCOUNTS

Following different interpretations of operations of domiciliary accounts, it
has become imperative to clarify the operations of domiciliary accounts as
contained in the Central Bank of Nigeria Foreign Exchange Manual
Memorandum 25 provisions under reference.

For the avoidance of doubt, all provisions of the Central Bank of Nigeria
Foreign Exchange Manual has not changed and remains in effect.

Consequently, all ordinary domiciliary account holders can utilize cash
deposits not exceeding USD10,300.00 or its equivalent by telegraphic
transfers to fund eligible transactions.

As a result, all deposit money banks are advised to desist from misguiding
their customers.

Please ensure strict compliance.

DR. 0.S. NNAJI
DIRECTOR
TRADE & EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Corporate Head Office

Central Business District

P.M.B. 0187, Garki, Abuja, FCT

09 46237804 " TRADE AND EXCHANGE DEPARTMENT
09 46237802

E-mail address: ted@cbn.gov.ng

TED/FEM/FPC/GEN/01/002 February 11, 2020

TO: ALL AUTHORISED DEALERS/
GENERAL PUBLIC

MILK AND DAIRY PRODUCTS IMPORTATION

As part of efforts to increase local production of milk, its derivatives and dairy
products, the Central Bank of Nigeria has engaged with some companies in the
industry who have keyed into the Bank’'s backward integration program to
enhance their capacity and improve local milk production.

Accordingly, all Authorised Dealers are to note that all Forms ‘M’, for the
importation of milk and its derivatives shall only be allowed for the following
companies:

FrieslandCampina WAMCO Nigeria
Chi Limited

TG Arla Dairy Products Limited
Promasidor Nigeria Limited

Nestlé Nigeria PLC (MSK only)
Integrated Dairies Limited

QAN

For the avoidance of doubt, all established Forms ‘M’, for the importation of
milk and its derivatives for companies other than the above for which
shipment has not taken place should be cancelled immediately.

Please ensure strict compliance.

A%éﬁ&\—) ‘ ——

DR. 0.8 NNAJI
DIRECTOR
TRADE AND EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Carporate Head Office

Central Business District
P.M.8. 0187, Garki, Abujs, FCT

TRADE AND EXCHANGE DEPARTMENT

09 46237804
09 46237802

E-mail address: ted@chn.gov.na

TED/FEM/FPC/GEN/01/001 January 30, 2020

TO: ALL AUTHORISED DEALERS and,
THE GENERAL PUBLIC

PROHIBITION OF REGISTRATION OF FORMS M FOR THE
IMPORTATION OF FERTILIZERS

Further to our circular ref: TED/FEM/FPC/GEN/01/006 of December 10,
2018 in respect of the above subject, all Authorised Dealers and the
General Public are hereby informed that the ban on the importation of
all NPK fertilizers and any other variant remains in force.

For the avoidance of doubt, NO Authorised Dealer shall henceforth
establish Forms M for the importation of these items.

In view of the foregoing, any Authorised Dealer that establishes Forms
M for the importation of all NPK fertilizers and any other variant shall be
severely sanctioned including the Management and staff responsible for
the transaction.

Please ensure strict compliance.

A.S.%RIN

For: DIRECTOR
TRADE & EXCHANGE DEPARTMENT
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CENTRAL BANK OF NIGERIA
Corporate Head Office

Central Business Dislrict

PMB. 0187, Garki, Abuja, FCT

TRADE AND EXCHANGE DEPARTMENT
09 46237804

09 46237800

E-mail address: ted@chn.qov.ng
TED/FEM/FPC/GEN/01/003 October 28, 2019

TO: ALL AUTHORIZED DEALERS
NIGERIA CUSTOMS SERVICE (NCS)
PRE-SHIPMENT INSPECTION AGENTS
SHIPPING LINES & AIRLINES
THE GENERAL PUBLIC

AUTOMATION OF FORM "NXP” ON THE TRADE MONITORING
SYSTEM

This is to inform all Authorised Dealers, Nigeria Customs Service (NCS),
Pre-shipment Inspection Agents and the General Public of the deployment
of e-Form 'NXP'.

Accordingly, the e-Form 'NXP’ shall replace the hard copy Form ‘NXP’ for
commercial exports (Oil & Gas and Non-Qil), with effect from October 31,
2019.

Consequently, all Authorised Dealers are required to ensure as follows:

1. That the processing of Form 'NXP’ shall only be done electronically on
the Trade Monitoring System accessible at www.tradesystem.gov.ng

2. Banks' export customers are required to obtain a valid Tax
Identification Number (TIN) from Federal Inland Revenue Service
(FIRS)/Joint Tax Board (JTB). The TIN is a prerequisite for customers
to access the Trade System for e-Form "NXP’ application.

3. The e-Form 'NXP' is web based and allows the Exporters to initiate

the Form from their offices/homes and submit same to the
Authorised Dealer Bank.
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CENTRAL BANK OF NIGERI,
Corporate Head Office

Central Business District
PM.B. 0187, Garki, Abuja, FCT

09 46237831 - TRADE AND EXCHANGE DEPARTMENT

09 46237809

E-mail address: ted@cbn.gov.ng

TED/FEM/FPC/GEN/01/002 June 20, 2019

TO: ALL AUTHORIZED DEALERS
NIGERIA CUSTOMS SERVICE (NCS)
STANDARDS ORGANISATION OF NIGERIA (SON)
NATIONAL AGENCY FOR FOOD AND DRUG
ADMINISTRATION AND CONTROL (NAFDAC)

NOT G OF FOREIGN EXCH OFFICERS OF BANKS

This is to inform all Authorized Dealers that the meeting of Foreign
Exchange officers of banks has been scheduled to hold as follows:

Venue: Sheraton Hotel lkeja, Lagos
Date: Thursday July 4, 2019
Time: 9.00am prompt

The meeting shall afford participants the opportunity to discuss
developments in the Foreign Exchange Market and proffer solutions
for the way forward.
Please be punctual.

%t]\w“*? i

AHMED B. UMAR
DIRECTOR
TRADE AND EXCHANGE DEPARTMENT
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