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NIGERIA: CURRENT LEGAL DEVELOPMENTS IN THE INVESTMENT LANDSCAPE

1.

Boost to Competitive Markets

The President of the Federal Republic
of Nigeria signed the Federal Compe-
tition and Consumer Protection Act
into law in the first quarter of 2019 to
promote competitive markets in the
Nigerian economy and ensure welfare
of consumers. This legislation repeals
Consumer Protection Act Cap (25,
Laws of the Federation of Nigeria 2004
and Sections 118 - 128 of the Invest-
ments and Securities Act Cap 124, Laws
of the Federation of Nigeria 2014 (pro-
visions relating to mergers, takeovers
and acquisitions). The Act introduces
a new consumer protection and mer-
ger control regime into Nigeria. Im-
portantly, the Securities and Exchange
Commission will no longer be respon-
sible for review and approval of acqui-
sition and merger transactions. It is
envisaged that with the new competi-
tion regime, competition rules in Nige-
ria will be similar to that which is ob-
tainable globally.

Enhanced Corporate Governance Re-
gime

The Financial Reporting Council of Ni-
geria (“FRC”) released the Nigerian
Corporate Governance Code in 2018.
The Code does not state an effective
date, however, based on indications
from the FRC, the understanding is
that the Code will take effect in Janu-
ary, 2020. The Code seeks to institu-
tionalise and encourage corporate
governance amongst Nigerian compa-
nies and will apply to both private and

public companies. The Code requires
directors to compare global best prac-
tices in making decisions in additions
to those required by the Companies
and Allied Matters Act; rotation of au-
dit firms and partners on particular
engagements, requires board to adopt
a whistle blowing framework. This
Code will improve corporate govern-
ance practices amongst all companies
and the quality of Nigerian corporate
management and boards.

. Improved Corporate Legislation

This legislation has been passed by
both houses of the Nigerian National
Assembly and awaits presidential as-
sent. The Bill attempts to repeal the
current Companies and Allied Matters
Act Cap C20, Laws of the Federation
of Nigeria, 2004 and re-enact same
with new provisions. Amongst the new
provisions include the introduction of
limited partnerships and limited liabil-
ity partnerships as a legal entity that
may be formed in Nigeria; use of elec-
tronic signatures by directors, com-
pany secretary and officers of compa-
nies; the Bill allows companies to buy
back its shares under certain circum-
stances; and incorporates corporate
rescue provisions for companies in dis-
tress.

. Expanded Tax Incentives for Pioneer

Companies

Pioneer status incentive is a granted
to companies considered to be within
pioneer industries or providing pioneer



products/ services. The incentive in-
cludes exemption from company tax
for a period of three (3) years which
could also be extended for an addi-
tional two (2) years; and exemption
from tax payable on dividend during
the exemption period.

The Nigerian Investment Promotion
Commission recently release a list of
additional 27 pioneer industries/
products that will qualify for the pio-
neer status incentive. The new list in-
cludes e-commerce activities, soft-
ware development and publishing,
mortgage-backed securities, music
production and REITS. The additional
items are items that would be very at-
tractive for private equity portfolio
companies providing such services.

. Financial Boost to Non-oil Exports

The Non-oil Export Stimulation Facility
(“NESF”’) was introduced by the Cen-
tral Bank of Nigeria (“CBN”) in 2018 to
diversify the revenue base of the
economy, expedite the growth and de-
velopment of the non-oil sector. It is
believed that the establishment of

NESF will attract new investments and
encourage re-investments in value-
added non-oil exports production and
non-traditional exports; shore up non-
oil export sector productivity and cre-
ate more jobs; support export-ori-
ented companies to upscale and ex-
pand their export operations.

The CBN has earmarked N5 Billion for
NESF. Private equity portfolio compa-
nies within this space will be able to
access loans with a tenor of up to 10
years while working capital/stocking
facility shall be for one year with the
option of roll-over once subject to the
approval of the CBN. Repayment of
loan is to be quarterly at an inter-
est rate of 9% per annum. When com-
pared to the prevailing lending rate of
about 22% - 27%, this will take a lot of
pressure of the revenue of eligible
companies.

To be eligible to participate under the
NESF, a company must be a non-oil ex-
port-oriented enterprise that is duly
incorporated in Nigeria under the
Companies and Allied Matters Act
(CAMA); have verifiable export off-
take contract(s) and Satisfactory




credit reports from at least two li-
censed indigenous Credit Bureau.

. CBN Anti-Money Laundering and
Combating the Financing of Terror-
ism (Administrative Sanctions) Regu-
lations, 2018

In April, 2018, the CBN release new
AML/CFT sanctions regime. The new
regime aims to ensure Nigeria’s com-
pliance with the Financial Actions Task
Force’s (FATF) recommendation 35
which indicates the need for effec-
tive, proportionate and dissuasive
sanctions to those that fail to comply
to AML/CFT requirements. It provides
more stringent penalties on Bank
board and senior management on vio-
lation of AML/CFT requirements. It is
believed that the new rules will im-
prove KYC requirement of banks and
assist to curb money laundering activ-
ities in Nigeria.

Financial Inclusion

In 2018, the CBN, National Pension
Commission (“PenCom”) and the Na-
tional Insurance Commission
(“NAICOM”) released new regulations
focused on the enabling more financial

inclusion. The CBN released Guide-
lines for Licensing and Regulation of
Payment Service Banks in Nigeria
while NAICOM released Guidelines for
Microinsurance Operation in Nigeria.
PenCom release Guidelines for Micro
Pension Plan 2018 to create pension
coverage for persons in the informal
sector which constitute majority of
the working population of Nigeria. The
objective of payment service banks is
to drive financial inclusion in rural ar-
eas by increasing access to deposit,
payment and remittance products.
Payment Service Banks in Nigeria will
be able to maintain savings account
and accept deposits, establish ATM
and carry out remittances but will be
unable to grant loans. Microinsurance
seeks to stimulate growth in the insur-
ance subsector especially the retail
end of the market and drive insurance
penetration. It is believed that with
these guidelines there will be new in-
vestments and create a new ecosys-
tem for financial inclusion in the fi-
nancial services industry. Micro pen-
sion will seek to achieve the Pension
Industry’s strategic objective of cov-
ering 30% of the working population in
Nigeria under the Contributory Pen-
sion Scheme by the end of 2024.
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Jackson, Etti & Edu is a full-service law firm with a sector focus, rendering legal services to Nigerian, Pan-
African and International clients in diverse jurisdictions. We have earned a reputation for delivering
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