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ABSTRACT
Foreign Exchange is the internationa money widely acceptable for settlement of
goods and services between various countries of the world. It thus functions as a
medium of exchange and a unit of account at international level.
Finance is the backbone of international trade. Financing of such goods may be in form
of payments of Cash, Overdrafts, Tenor, Reimbursement Bill, or Documentary
Acceptance Credit to suppliers of the goods, through banks and financial institutions.
Foreign Exchange financing is thus very essentia to an import oriented economy like
Nigeria.
This research work sought to
() Determine the roles of Bank in granting foreign exchange to importers of goods
and services through the officid transaction,
(i)  Determine other sources of foreign exchange available to importers.
(i) Make recommendations amed at minimising the problems facing
the banks and the importers within the Nigerian economy .
The Researcher has established the following facts based on the exercises carried oui.
() Officid transactions account for less than 50% of payments in foreign exchange

for goods and services imported into the Nigerian economy.
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(i) Importers sought other avenues vizpardld market, bureau de change,
Domicilliary external or off-shore accounts to pay for goods and services
imported into the Nigerian economy .

Some limitations to the research exercise were noted, for example, the poor
response of some companies to the questionnaire administered was not very
encouraging.

The researcher profered some recommendations amed a solving the acute
shortage of foreign exchange in financing imports into the economy, Vviz:-

() Devdopment of industrid base through completion of ded projects ad
petrochemicals would reduce the volume of imports into the country and thus
make foreign exchange available through officid transactions to pay the hills for
the essentid goods and services imported into the Nigerian economy.

(i) Reduction of bottlenecks in the operation of Foreign Currency Domicilliary
Accounts (FCDA) would make foregn exchange more readily available through
offida means and thus, make payments of imports to Nigeria less cumbersome

and disturbing to manufacturers and other business organizations in future,

-viii-



TABLE OF CONTENTS

Title Page . . . . . . . o e
Declaration . . . . . . . . . e e e e e e
Certification . . . . . . .
Dedication . . . . . ... . . e e

Acknowledgement . . . . .. . L e

ADSITACT . . . . s e e e e e e e e e e e e e e

CHAPTER ONE - INTRODUCTION

1.1 Backgrdund tothe Study . . ... ...
1.2 Statement of the Problem . .. ... ..... ... . ... .. ... . ...
1.3 Purpose of the Study . ... ... . . .
1.4 Hypothesis . . ... .. ... .. .. ..., P
1.5 Scope ofthe Study . . ... ... .
1.6 Methodology, Research Designand the sample . . . .. .. ... ... ..
1.7 Limitations of the Study . . .... ... ... ... ... . .. . ... . ...

1.8 Schemeofthe Study .. ... ... ... ... . .. ... . . . ..

-ix-



CHAPTER TWO - LITERATURE REVIEW

2.1 Government Policies on Imports to Nigeria

and Payment Procedures .. . .. ... .. L -7-
2.2 Bank Fmance to Tmporters . . ., . ... ... ... .. ... . .. .... -11-
2.3 Non-Bank Financing of Imports . . .. ... ... ... ... ....... -13-
2.4 Non-Financial services by Banks to Importers . . ... .......... -17-

CHAPTER THREE - IMPORTS FINANCING WITH FOREIGN EXCHANGE
3.1 Detinition of Foreign Exchange . ...................... -19-

3.2 Definition, Objectives, Merits & Demerits

of Exchange Control . . . . ... ... ... . .. . . . .. -20-
3.3 Foreign Exchange Market FEM . . ... ... .. ... . ... . ..._.. -23-
3.4 Bureau De Change and guidelines tor its operations . . .. .. ... .. -25-

3.5 Roles of International Banks/Agencies e.g. ECOBANK,

ADB, IMF & EEConlImports ... ... ... ... ... ........ -29-

CHAPTER FOUR - PRESENTATION OF ANALYSIS OF DATA
4.1 Mission Statement, Shared values and Discriminating

Competenciesof UTB . . .. ... ... ... .. . ... -34-



4,2 Patternof ownershipat UTB . .. ... ... ... ... ... ... ... -35-
4.3 Analysis of Data on Hypothesis . .. .................... -36-
4.4 Maintenance of Proper Books of Account at UTB . . ... .. ... .. -4]-

4.5 New Business Direction/Future outlook at UTB

CHAPTER FIVE - SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 General Economic conditions of Nigeria .................. -47-
5.2 Problems Associated with Imports . . ... .. .. ... ... ... ..., -49-
5.3 Validity of Hypothesis to Research work . . .. .... .. ... ..... -51-
5.4 SUMMATY . . e e e e e e e e e -51-
5.5 Conclusion . . . .. .. . . e e e e -52-
5.6 Recommendations . .. .. .. .. .. ... i e -53-
REFERENCES . ... . . e e e e -57-
APPENDICES (I, A & D) .. .. e e et -59-
SCHEDULES 1, 11 & 111) . . . . . . . e e e -90-



CHAPTER ONE - INTRODUCTION

1.1 BACKGROUND OF THE STUDY:
Nigeria 1s a nation of about one hundred miltion people. It is the 6th largest
exporter of crude oil. The country is a developing nation that needs to-
import virtually all her industrial machinerics from developed nations. The
taste of her citizenry is mostly satisfied with imported goods, especially food
items like wheat, rice, sugar etc. The country’s iron and steel complexes
is just developing, therefore she depends solely on imported sieel for her
major construction projects. She also relies on imported cars and luxurious
buses to move her people around the country. The movement of goods and
agricultural produce from one part of the country to another is also made
possible with imported trucks and lowbed vehicles since rail transportation

has become less etticient lately.

All these necessitate the consumption of FOREIGN EXCHANGE, which
comes mainly from the sale of the country’s crude oil. Therefore, a study
of modalities for dispensing the scarce toreign exchange to ali these areas
of national need becomes a "sine-qua-non” to an import oriented economy

like Nigeria.



Banks and Financial Institution in the country actually make much of their
annual profits from transactions mvolving FOREIGN EXCHANGE dealings.
It ts therefore not surprising that foreign exchange department constitute a
major area of mterest in all banks in Nigeria and also at the Universal Trust

Bank (UTB) of Nigeria Limited.

1.2 STATEMENT OF THE PROBLEM
The supply of foreign exchange requirements of importers by established
banks in Nigeria through official means falls short of the total demand
needed by importers to settle bills tfor goods and services that comes into the

country.

1.3 PURPOSE OF THE STUDY
The main objective of this research exercise 18 1o investigate the various
sources of foreign exchange available to an import oriented economy like
Nigeria and the problems associated with these sources of foreign exchange.
The specific objectives are:
(1)  To determine the roles played by banks in granting foreign exchange

to importers within the nation’s economy.



(in)

(iii)

(iv)

To analyse the short-comings of this institutional framework granting
the foreign exchange.

To determine other sources of foreign exchange available

to importers for financing goods and services.

To make feasible recommendations aimed at minimising the problems
tacing both the institution and the importers within the Nigerian

economy.

1.4 HYPOTHESES

The hypotheses guarding this research work are:

@

(i)

There is an acute shortage of foreign exchange supply through otticial
transactions in the banks for payment of imports into the Nigerian
gconomy that 1S import oriented,

The acute shortage constiiutes a major impediment 10 the country’s

rapid march into industrial growth and development.

1.5 SCOPE OF THE STUDY

The research covers Banks granting foreign exchange facilities to importers

as well as other sources of foreign exchange available to importers in



Nigeria in general and the roles of Universal Trust Bank (UTB) of Nigeria

Ltd. in granting foreign exchange for goods and services brought into the

country by importers in particular.

1.6 METHODOLOGY, RESEARCH DESIGN AND THE SAMPLE

To facilitate the collection of data for this research, a questionnaire was
developed. In addition to the questionnaire administered, personal interview
with the key personnel involved in the research (staft of UTB, Importers,
Bureau de change staff etc) was conducted to determine their roles and
problems in sourcing and financing foreign exchange requirements for
imports into the Nigerian economy.

Finally, published data from UTB archives, research journal and

library documents were used and analysed. These served as secondary data.

The Sample

Eighty (80) questionnaires were disfributed randomly among the
industries that require foreign exchange to purchase raw materials, maintain
machineries or import goods and services into the country. However, fifty-

seven (57) responses were received. The sample is therefore a fair



representative of the whole.

1.7 LIMITATIONS OF THE STUDY
The result of the research has the following limitations, namely:
(i)  Poor co-operation from some ot the industries that require foreign
exchange for their business transactions,
(ity  Lack of adequate data from non-legalised outlets (black marketers) for

foreign exchange procurement.

1.8 SCHEME OF THE STUDY
In order to achieve the stated objective of this research, the work was
divided into five chapters:
Chapter one discusses the general introduction of the research. It

includes the purpose of the study, hypotheses, methodology, limitations, etc.

Chapter two analysed the literature review pertaming to the study e.g.
Government Policies on Imports, Bank Finance to Importers eic.
Chapter three gave a general overview of financing of imports into the

economy. Topics like Foreign Exchange Market (FEM), Bureau De



change, Roles of International Banks/Agencies were discussed.
Chapter four analysed the data received trom the questionnaire administered,
records from UTB archives and interview conducted.

Chapter five discusses the general economic conditions tn the Nation,
problems associated with imports and recommendations aimed at solving
some of the problems of shortage of foreign exchange injection into the

economy.
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CHAPTER TWO - LITERATURE REVIEW

GOVERNMENT POLICIES ON IMPORTS TO NIGERIA AND

PAYMENT PROCEDURES
Government makes it mandatory for all importers (o complete and

register form "M" (see Appendix A3) with Authorized Dealers at the time

of placing their orders whether or not such imports are valid for foreign
exchange.
Six copies of form "M" are required to be completed by an importer.

Each form "M" application is to be supported by the following documents:

(1)  Pro-torma invoice (1 original plus 3 copies)

(i1)  In the case of importation of pharmaceuticals, a current licence issued
in the name of the Importer by the Pharmaceutical Board of Nigeria
and certificate of registration of business premises.

(i) Local surance certificate

(iv)  Letters of credit instrument (where applicable)

In order to ensure that imports into Nigeria are of the correct quality

and quantity according to contracts and that only the normal price of that



commodity in the country of supply is paid, an Appointed Agent will carry
out pre-shipment inspection of goods being consigned to Nigeria and issue
a "Clean Report of findings” before payment is effected.

A processed form "M" shall be initially valid for 180 days and
Authorized Dealers may grant extension of another 180 days.
Consequently, an approved form "M" has a maximum life span of 360 days.
However, in the case of machinery, plant and equipment made to
specifications, the initial validity period is 360 days subject to an extension
of another 180 days.

An approved form "M" serves as authority for opening a letter of
credit for an importer. Letters of credit are usually opened within 10 days
from the date of allocation of the required foreign exchange from the
Central Bank of Nigeria (CBN).

Letters of credit also have an initial validity of not more than 180 days
and the relative goods must be shipped within this period. The maximum
validity of letters of credit is usually 360 days from the date of first
establishment,

Documentation for payments in respect of imports to Nigeria mvolve

the following:



(1)  Confirmed letters of credit with original copies of:
(a) Bill of landing/airway bill
(b)  Attested invoice
(c) Clean Report of Findings

(d) Letters of credit instrument (tested)

(ity  Bills for collection also with the following documents:
(a) Approved form "M"
(b) Import duty payment receipt
(c) Attested or final invoice
(d) Import Duty Report (IDR)
(e) Clean Report of Findings (CRF)
(f) Customs bill of entry
(g) Bill history/bill of exchange
() Bill of Landing/airways bill
(i} Certificate of Insurance

(j) Tally sheet/Gate Pass.



Deferred/Instalmental Payments

Applications tor the importation of capital goods including plant and

machinery requiring deferred, instalment or down payment is usually made

to the Authorized Dealers as follows:

(iy Down Payments shall not exceed 20% of the total value of the

transaction and the following documents shall be required:

(2)
(b)
(c)
(d)

(©)

Approved form "M" covering 100% of cost

Form "M" for the down payment (for the approved percentage)
Certified contract agreement between importer and exporter.
A guarantee or a performance bond issued by a recognised
bank in the exporters country.

Proforma invoice

(i1)  Subsequent Payments are also to be accompanied with the following

documents:

(a) Form "M" for total cost (photocopy)

(b) Form "M" for the instalmental payment

(¢) Certified copy of contract agreement

(ii1) Subsequent Instalments

All subsequent instalmental payments will require photocopies
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of the documents in (i) a-¢ above. Where the goods have been
received, the following are documents required additionally:

(@)  Schedule of payment

(b Form "M" for the instalmental due

(¢)  Clean Report of Findings

(d) Import Duty Report

(¢}  Customs bill of entry

(f) Import Duty Payment receipt

(g) All relevant shipping documents.

2.2 BANK FINANCE TO IMPORTERS
Finance is the backbone of international trade.
Importers, through their banks, must make actual payments of cash to their
suppliers. Sometimes, they may not have sufticient resources to meet this
obligation to their suppliers.
This bank finance can be in form of:
(iy  The normal overdraft: Banks grant overdraft facilities to importers
whereby their accounts are allowed to be overdrawn subject to a

maximum {imit and during a given period of time, usually a year.
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@i)

(iii)

This is a short term finance.

Tenor Reimbursement Bill:  Aa importer who is due to take up
document from an exporter e.g. in a documentary collection, but has
no liquid resources to meet such payment will, under this
arrangement, draw his own bill on the bank. The reimbursement bijll
drawn on the bank is accepted by it and discounted to obtain funds for
the importer with which he meets the payment for the imported
goods. The maturity of the reimbursement bili depends on the period
within which the goods are expected to be disposed otf. Although the
bank does not give the importer the cash, it lends its name to the
importer.

Merchandise/Produce Loan: This is a special loan to the

importer which is secured by a charge over the goods for which the
loan is granted. The bank will pertect its title by a deposit of the
documents of title by the importer plus a letter of
pledge/hypothecation. When the goods arrive, the bank can either
release the documents of title and hence the goods or collects,
warchouses and tnsures the goods using the services of a clearing

agent all at the expense of the importer.
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(1v)

Documentary Acceptance Credit: With the existence and involvement
of a bank, an exporter may agree to a documentary letter of credit
providing for acceptance thereby giving the importer a credit period.
In this way, the bank enables him to obtain credit and thus the

importer is able to finance his trade,

2.3 NON-BANK FINANCING OF IMPORTS

Financial needs of importers are such that banks alone cannot adequately and

satisfactorily meet them. Some other ways an importer finances his goods

and services are:

(1

Leasing: Leasing can be described as a means of acquiring fixed
assets that a corporate body is unable to buy outright because of the
capital intensive nature of such assets. As relates to international
trade, the importer arranges (o lease the asset from a leasing company
which pays the exporter immediately after the assets delivery and
installation. Equipment leasing is virtually carried out only by
merchant banks and very few leasing/finance companies such as NAL
securities Ltd and Holt Jeasing.

There are two ways by which leasing can be arranged by an importer:

-13-



(i)

the local leasing and the cross-boarder leasing, While cross-boarder

leasing is more suitable for major transactions ot higher value,

local/finance leasing is more suited for lower-value items.

(a) Local Leasing: This is an arrangement whereby the overseas
user/importer is in contact with a local leasing company in the
supplier’s country through an international credit club or union.
The leasing company pays the exporter in full and obtains
repaymesnt from the importer by regular payments.

(b  Cross-hoarder leasing: This is a direct leasing between the
leasing company and the overseas buyer (importer). The
leasing company makes repayment arrangement with the
inporter on the transaction and pays the exporier cash for the

asset involved.

Hire Purchase:
Hire purchase is acquisition of assets on credit and settlement that is
made through regular instalment payments. Hire purchase may be

arranged in two ways, namely:



(iv)

They receive orders tfrom foreign importers who require particular
types of goods. The confirming house finds a manufacturer who can
supply the goods and passes the order over to them,adding their
confirmation changes to the order. In confirming an order, the
confirming house undertakes to pay for the goods on evidence of
shipment.
There may be occasion where the confirming house is prepared to
open or {(confirm) a documentary credit on behalt of the importer or
offer the importer an extended period of credit.
Counter Trade:

This is another non-bank financing method of paying for
imports.
With the country’s dependence on oil for foreign exchange earnings,
the declining global oil demand and the instability in o1l prices,
countertrade will continue to be a major source of paying for imports
such as spare parts and finished products needed for the expansion of
industrial capacities.

Countertrade, in conjunction with other foreign policy tools has

reposed 4 reasonable international contidence in Nigeria as evidenced



in various steps by trading partners such as debt refinancing and

rescheduling.

2.4 NON-FINANCIAL SERVICES BY BANKS TO IMPORTERS

Importers require other services from banks without which the smooth

running of their businesses would be very difficuit. These services are:

@

(i1)

(iii)

Banks give economic, political and trade advice to importer. In doing
$0, the importer is being assisted in finding a good, reliable and
reputable supplier.  Banks afso give status report on prospective
suppliers.

Banks are well versed in exchange control regulations and processes
both on the importers country as well as the potential supplier’s
country.

Banks provide travel facilities such as travellers

cheque, travellers letter of credit or open credit facility to importers.
Moreover, banks give importers letters of introduction through
overseas correspondent banks, branches or centres while on overseas

business trips.
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(iv) Banks provide means of remittance such as mail transter. Draft,
Telegraphic transter etc for imports into the economy.

(vi) Banks sell foreign currencies to importers or provide a means of
payment if the customer maintains and operates a Foreign Currency

Domiciliary Account denominated in the required foreign currency.
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CHAPTER THREE - IMPORTS FINANCING WITH FOREIGN EXCHANGE

3.1 DEFINITION OF FOREIGN EXCHANGE

Foreign Exchange is defined as the international money which is
widely acceptable in settlement for goods and services between various
countries of the world.

It functions as a medium of exchange and a unit of account at
international level.

It also possesses same qualities with domestic money e.g. divisibility,
potability, ¢tc.

The commonest currencies used as foreign exchange are the American
Dollar and the United Kingdom Pound Sterling.

The following forms are in use for Foreign Exchange transactions

involving importation of goods and services into the economy.

(i) FORM A: It is a form for application to pay for service transactions.
This 18 referred to as invisible trade. The form covers business travels
as well (see appendix A2).

(iiy FORM M: This is used for importation of physical goods,
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(i) FORM TM: This is the form used for declaration of import
of foreign currency above US$ 5,000.00 or its equivalent. It is also
used to declare precious stones, jewellery, and works of art including
antiquities to Nigeria.
Forms A and M are obtainable from Trade & Exchange Department
of the Central Bank of Nigeria while Form TM is available with the Nigeria

Customs Service/Immigration Service.

3.2 DEFINITION, OBJECTIVES, MERITS & DEMERITS OF EXCHANGE
CONTROL.
DEFINITION:

Exchange control can be defined as a mechanism by which a country
seeks to mobilize its foreign exchange resources and ration same for the
settlement of international transactions in accordance with the nations
priority.

Exchange control has been in existence in Nigeria since December
1950 when the Exchange Control Ordinance was enacted. However, the
main authority for exchange control today is the Exchange Control Act of

1962. The Federal Ministry of Finance and the Central Bank of Nigeria act

220-



as the main authority and the principal agent respectively. Commercial
Banks act as authorized dealers.

Exchange Control is possible with the aid of some exchange control
forms such as Form M, Form X and Form A.

Exchange Control becomes relaxed when there is rise in foreign

reserves and stiffer when there is a fall in foreign reserves.

ODbjectives of Exchange Control:

The following are the objectives for establishing the Exchange Control

mechanisms:

(i) To improve the balance of payment position

(i)  To maintain a steady level of foreign reserves consistent with the
external stability.

(ii) To maximise the toreign exchange receipts from exports
and some other transactions.

(iv) To enhance optional utilization of foreign exchange resources by
ensuring that value are received for all foreign exchange outflows.

(v)  To enhance confidence 1n the country’s external payments system by

honouring international obligations as and when due.

21-



Merits of Exchange Control:

Q)

(i)
(iii

(iv)

Exchange control allows flexibility i.e. It can be applied to cater for
any loopholes 1n a country’s foreign exchange payment sysiem, even
if such was not anticipated from the on-set.

The eftect of exchange control is quickly telt within the economy.
Exchange control has proved to be ideal as short-term measures
towards finding solution to imbalance in balance of payment.

Exchange control suppresses excess demand for foreign exchange.

Demerits of Exchange Control

(i)

(i1)
(iii)

{iv)

Exchange contro!l had failed to eliminate excess demand for foreign
exchange.

Exchange control policy and implementation is cumbersome.
Exchange control has brought corruption into

administrative machinery. This has been experienced in the era of
import licence, foreign exchange approval and allocation as well as
import duty implementation.

Exchange control has resulted in unhealthy practices by the public to

circumvent the introduced measures.  Experience has shown
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smuggling of goods and currencies across the boarders, forgery ot
foreign exchange payment documents, over-invoicing of imports and
collusion of importers with some bad eggs in the banking industry and
other government agents.

(v)  Exchange control delays payment for imports and thus become an
unnecessary cog in the supply mechanism of essential commodities
such as raw materials thus forcing industries to produce well below_

their capacity.

3.3 FOREIGN EXCHANGE MARKET (FEM)

The foreign exchange market (see appendix A4, A5, Aba-d and A7)
is that which exists to assist buyers to buy and sellers to sell foreign
exchange. An importer buys while an exporter sells. Unlike other markets
where money exchanges for goods/services, in the foreign exchange market,
money exchanges for money; one currency being exchanged for another.
The motives for such exchanges i1s borne out of the need for traders,

investors and other participants to make international settlements.
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Documentation and Deregulation Under FEM

Under Foreign Exchange Market (FEM), the import licensing system
is no longer applicable. Operations in the market is on cash and carry basis.
Notwithstanding this fact, any purchase of foreign exchange must be for
genuine transactions.  For this reason, there is the need for appropriate
documentation for both visible and invisible imports. This is duly covered
by the FEM Manual issued by the Central Bank of Nigeria.

Averagely, the naira exchange rate has been stable in the period under
consideration.  One question that comes to mind is: What has been
responsibility for this stability at least during this short period? The first
reason is the CBN's surveillance on the market which does not allow the
exchange rate determination purely by forces of demand and supply. The
CBN has continued to intervene directly in the naira exchange rate
determination in the FEM. The high level of discipline that now obtains in
the market as a result of various actions by the CBN including suspension
of erring banks and companies 1s another reason. The subsequent tight
liquidity sitwation in the economy also accounts for the stability.
Furthermore the caution now being exercised by bank customers has resulted

in more realistic exchange rate for the naira.
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Invisible Transactions that require foreign exchange financing include the
tollowing;:

(i)  Educational Expenses.

(ii)  Expatriate Home Remittances.

(1ii} Re-Insurance.

(iv) Aircratt Lease Fees.

(v)  Charter Fees for Fishing Vessels.

(vi) Repair and maintenance of Shiping Vessels and Aircraft overseas.
(vil) Basic Travel Allowance.

(vii) Business Travel Allowance.

(ix) Pilgrimage.

(x) Contract Service Fees.

3.4 BUREAU DE CHANGE AND GUIDELINES FOR ITS OPERATIONS

Bureau de change are privately owned enterprises whose principal

objective is to enlarge the size and scope of officially recognised foreign

exchange market and transactions and also provide easier access to small
huyers and sellers of foreign exchange in a convenient manner.

Other objectives of establishing Bureau De change are:

25



(1)  To enhance efficiency in macro-economic management through more
adcquate statistical coverage of foreign exchange tlows.

(i) To improve fiscal efficiency.

Licensing Requirements

Any organization wishing to transact the business of Bureau de change must

be duly licensed by the Federal Ministry of Finance,

The following are the minimum requirements to be met by
organizations wishing to be appointed as dealers:

(1)  Any organization or company seeking to obtain a licence to operate
as a Bureau de Change shall be a duly incorporated Nigerian limited
liability company.

(i1} Application for a licence to transact the business of Bureau de change
shall be made in writing, through the Government of the Central Bank
to the Federal Minister of Finance with a non-refundable fee of
N1,000.00 together with such other documents as may be prescribed
by the Central Bank.

(iii)  An initial licensing fee of N25,000.00 1s payable and

subsequently an annual renewal fee of N5,000.00
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(iv)

Every licensed Bureau de change shall maintain a mandatory deposit

of N250,000.00 with the Central Bank as caution money.

Operations of Bureau de change:

(1)

(i)

(iii)

(iv)

v)

(vi)

Every Bureau de change shall deal only in hanknotes and coins and
the encashment of travellers cheques.

Any person wishing to sell foreign currency at a Bureau de change
shall not be required to disclose the source. The Bureau de change
should, however, ascertain the genuineness of the foreign currency.
Transactions shall be on a "cash and carry" basis.

Consequently, payment shall be made in equivalent naira on delivery
of the foreign currency.

The maximum commission chargeable for banknotes and travellers
cheques shall be '/, of 1% of transactions.

Every Bureau de change shall keep proper registers and other records
of all its transactions for the purpose of enhancing business efficiency.
Every Bureau de change shall fix its hours of business which must be

clearly displayed.

(vii) Net gioba! holdings of each Bureau de change organization
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at the end of each trading week shall not exceed the equivalent of
$250,000.00

(viii) Foreign exchange employed by Bureau de change cannot be
sourced from banks operating in Nigeria, including Central Bank of
Nigeria.

Supervision and Monitoring of Bureau de Change:

(i)  The Central Bank of Nigeria is the organ that is empowered to
supervise and monitor the operations of Bureau de Change so as to
ensure the orderly conduct and development of this segment of the
Foreign Exchange Market.

(ii)  Every Burcau de Change is mandated to render monthly returns to the
Central Bank of Nigeria not later than 15 days after the end of the
month to which the returns relate on the prescribed formats on
schedules I, IT and IIT on the appendices. The returns, which shall
give information on amounts of purchases, sales and holdings of
foreign exchange only in aggregate terms are to enable the Central
Bank of Nigeria have accurate data of the aggregate inflow and
outflow of foreign exchange through this segment of the Foreign

Exchange Market.
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(In)

()  To meet the need to provide innovative and sound approaches to the

development of the sub-region’s economics.

(i)  To play a vital role of modern banking and financial services needed
to facilitate the development of industry, commerce and imports in the
sub-regions.

The Ecobank Transnational Incorporated (ETI) was incorporated on 3rd.

October, 1985. The first Ecobank was opened in Togo in March 1988,

while Ecobank - Nigeria opened for business on the 24th of April, 1989,
The business of an Ecobank is best described as an hybrid of both

commercial and merchant banking, having scope as an offshore financial

institutions capable of taking placements, trading in foreign exchange,
making loan and advance facilities available to importers within the sub-
regions and being involved in equipment leasing among other functions.

Ecobank appeared to have achieved part of the objectives ftor its

establishment by the founding fathers of ECOWAS.

AFRICAN DEVELOPMENT BANK (ADB) GROUP

This institution is best described as the "African World Bank Group”
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(TV)

(iv)  To provide short-term credit to member nations facing balance of
payment difficulties in settling imports of essential goods.
(v)  To tacilitate growth in world trade by increasing international liguidity
through the creation of Special Drawings Rights (SDRs).
The relevance and importance of IMF’s role to international trade
cannot be over-emphasised most especially in the area of international
liquidity. international settlement, exchange rate stability, trade restrictions

among many others especially in developing economics like Nigeria.

EUROPEAN ECONOMIC COMMUNITY (EEC)

This is a regional community for European countries which was
tormed in 1957 under the Treaty of Rome. It consisted of nine countries as
membership by 1981,

The role of EEC in international trade has been very encouraging. Tts
programmes have not been limited t0 member nations only. Hands of
fellowship have also been extended to less developed nations from time to
time as its contributions to the social and economic development of these
nations. Very recently a grant of N500 million was given to Nigeria by

EEC for the improvement of rural health facilities in six states namely
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(i)

The use of appropriate technology to drive product and service

delivery.

(2i1) Availability of the best professionals in the indusiry.

4.2 PATTERN OF OWNERSHIP AT UTB

The ownership pattern at UTB as at 31st of December 1997 consists of three

categories of stake holders, namely:

(i)

(i1)

(i1i)

The Board of Directors: This group comprised of ninge entrepreneurs
and professionals of integrity, under the able chairmanship of Lt.
Gen, T. Y. Danjuma (Rtd). They combined to have a total of
120,666,250 ordinary shares of N1.00 each. Their contributions

represent 34.62% of the total paid up capital of the bank.

The staft Equity Trust group has a total number ot 40,854,596 shares

representing 11.72%.

The third group consists of the Nigerian Citizens and
Associations.  The group has 187,004,639 ordinary shares, thus

representing 53.66% of the banks paid up capital.
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The total share capital of the Bank theretore stood at N348,525,485.00 as
at 31st December, 1997,

The Bank however intends raising additional N151,474,515.00 from
the Nigerian Public through sale of shares in 1999 to make up the.
N500,000,000.00 (Five hundred million naira) new capital base for
commercial banks as demanded by the Central Bank of Nigeria financial

regulations on operation of commercial banks.
4.3 ANALYSIS OF DATA ON HYPOTHESES

Hypotheses

(i)  There is an acute shortage of foreign exchange supply through official
transactions in the Banks for payments of imports into the Nigerian
economy that is import oriented.

(i) The acute shortage constitutes a major impediment to the country’s

rapid march into industrial growth and development.
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Table 1.

NO OF NO OF PERCENTAGE NO/PERCENTAGE OF

COYS/INDUST | RESPONSES OF RESPONSES | COYS/INDUSTRIES

RIES FROM THE RECEIVED THAT THEIR TOTAL

INVOLVED IN | COYS/INDUSTRI | FROM FOREIGN EXCHANGE

THE SURVEY | ES COYS/INDUSTRI | REQUIREMENTS ARE
ES FULLY MET BY THE

BANK
80 37 71% 18/(32%)

SOURCE: QUESTIONNAIRE RESULT

The findings above confirm the truthfulness of hypothesis (1) as table - 1

shows that only 32% of the sample surveyed obtained their total foreign

exchange requirements for imports into the economy through the official

{ransactions in the bank. The remaining 68% foreign exchange requirements

would necessarily have to be sought for, through other avenues, namely:

parallel market, bureau de change, black market, domiciliary external or oft-

shore accounts and other sources.
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Table 2:

NO OF
COYS/INDUSTRIES
WHOSE TOTAL
FOREIGN EXCHANGE
REQUIREMENTS ARE
MET BY THE BANK

NO/PERCENTAGE OF
TRADING
ORGANISATIONS
WHOSE TOTAL
FOREIGN EXCHANGE
REQUIREMENTS ARE
MET BY THE BANK

NO/PERCENTAGE OF
MANUFACTURING
CONCERNS WHOSE
TOTAL FOREIGN
EXCHANGE
REQUIREMENTS ARE
MET BY THE BANK

18

11/(61%)

5/(28%)

SOURCE: QUESTIONNAIRE RESULT

Table 3

NO OF
COYS/INDUSTRIES
WHOSE 75%-50%
FOREIGN EXCHANGE
REQUIREMENTS ARE
MET BY THE BANK

NO/PERCENTAGE OF
TRADING
ORGANISATIONS
WHOSE 75%-50%
FOREIGN EXCHANGE
REQUIREMENTS ARE
MET BY THE BANK

NO/% of manufacturing
concerns whose 75%-50%
FOREIGN EXCHANGE
REQUIREMENTS ARE
MET BY THE BANK

34

22/(65%)

10(29% )

SOURCE: QUESTIONNAIRE RESULT

The industrial growth and development of a nation is partly dependent on

the ability of such country to produce the needs and requirements of her



citizenry within its border and possibly be able to export the excess

industrial products to less developed economies.

Table - 2 shows that only 28% of total foreign exchange requirements of
manufacturing concerns who are supposed to produce these needs and

requirements were being met by the bank investigated.

Table - 3 showed further that just 29% of between 75% - 50% of foreign
exchange requirements of such manufacturing organizations were equally
met by the universal Trust Bank, under studied.

These two tables highlight the validity of hypothesis (ii), i.e. the acute
shortage of foreign exchange supply through official transactions in the
Bank, constitutes a major impediment to the country’s rapid march into

industrial growth and development.
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4.4

From Table 4, above it became evident that Universal Trust Bank
(UTB) was able to meet just 33% of the foreign exchange requirements of
its customers through official transactions during the periods under review

i.e. 1994-1997. This is also very much in agreement with hypothesis (i).

The percentage of Foreign Exchange supplied to manufacturers of
goods, through official transactions varies between 6.7% to 8.0%, with an
average of 9.4% of their required demand during the period of investigation.
This is also poor relative to supplies to trading organizations, which
oscillates between 22.9% to 30% during the period under review, This
result also agrees with hypothesis (1i) as the very poor supply of foreign
exchange through official transactions constitutes a major impediment to the

country’s rapid march into industrial growth and development.

MAINTENANCE OF PROPER BOOKS OF ACCOUNT AT UTB

The Central Bank of Nigeria (CBN) provides guidelines, which are
modified from time to time, on how proper books of Account on imports are
to be opened and mainiained by such Banks that are authorized to deal in

foreign exchange.
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The process involves the opening of an account with a correspondent
Bank, for purposes of receiving foreign exchange atlocation on all processed
import documents approved by the Apex Bank (CBN).

The correspondent Banks to UTB are (i) The CitiBank N.A., New
York and (ii) The ANZ Banking Group, London.

In the Pre-SFEM era, foreign exchange allocated for all the customers
import applications by the Central Bank would normally be released and
transferred to UTB account with its correspondent Banks, either in the U.S.
or London. The current account of UTB with the CBN would then be
debited with the naira equivalent of such import application transactions.

When UTB receives CBN advice on the foreign exchange allocated
and already transferred to its correspondent Bank, the following accounting
entries would be passed.

In Foreign Currency: §7375%
Debhit:  Foreign Exchange Allocation with XYZ a/c, New York with say
$500,000.00
Credit: Open Position a/c
Meanwhile, the correspondent Bank i.e. The CitiBank N.A., New

York would have credited the offshore a/c of UTB with the same amount of
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4.5

these foreign a/cs are monitored daily by checking what went in and out the
previous date. Reconciliation statements are also prepared fortnightly by the
financial control Department, and any outstanding balances must be
investigated and corrected on/or before the next reconciliation takes place.

Additionally, CBN officials are always around to check the books and
ascertain that proper accounting procedures in relation to their guidelines are

adhered to strictly.

NEW BUSINESS DIRECTION/FUTURE OUTLOOK AT UTB

In the second half of 1995, the bank created a new ten-year vision for
itself. The bank’s mission was also redefined.

In 1996, definite steps were taken to implement the new customer-
focused direction. The bank has thus been restructured into three major
operating sectors to wit, strategic Business Sector, strategic support sector

and strategic control selector,

STRATEGIC BUSINESS SECTOR
The strategic Business sector comprises the bank’s strategic Business

Units (SBU’s), which are operating units that interface with third party



customers and have profit-generating responsibility.

The following SBU’s make up the strategic Business Sector:
(i)  Corporate Banking Group
(i)  Retail Banking/Banking credit & Marketing Group
(iili) Treasury Services Group

The Corporate Banking Group caters for the diverse needs of
multinationals and major corporates. The Retail Banking/Branch Credit &
Marketing Group is responsible for directing marketing efforts and
developing businesses at the branches.

The Treasury services Group has global responsibility for liability

generation and management of foreign exchange and local currency.

STRATEGIC SUPPORT SECTOR

This sector gives excellent back-office support to the strategic
Business Sector to ensure that the sector delivers qualitative service to the
bank’s customers in the spirit ot the new vision. The strategic support
sector is made up of two groups, namely: The operations Group and the

Corporate services Group.



STRATEGIC CONTROL SECTOR

The role of this sector is to ensure that the operating units operate
according to plan, with laid down policies and procedures, in accordance
with standard banking practices towards realization of the bank’s corporate
vision, goals and objectives.

With the new flexible and customer-tocused structure, UTB is well
positioned to be the leading innovative Nigerian bank in terms of product

design and service delivery.



5.1

CHAPTER FIVE - SUMMARY, CONCLUSION AND

RECOMMENDATIONS

GENERAL ECONOMIC CONDITIONS OF NIGERIA.

For sometime after independence in 1960, agriculture remained the
main stay of the country’s economy. Agricultural commodities like cocoa,
cotton, groundnut, palm oil, hides and skin were exported to overseas
countries, especially the United Kingdom. Imports were also made from
United Kingdom of various items ranging from cars to highly sophisticated
industrial plants and machineries, as industrialization was just taking shape
in Nigeria.

However, between 1967 and 1970, Nigeria experienced a civil war,
which resulted in the destruction of the country’s infrastructural facilities
especially in the war prone areas of Eastern Region.

The era of oil boom commenced almost immediately after the civil
was in 1970. Nigeria became a member of organization of Petroleum
Exporting Countries (OPEC).  With the exportation of crude oil,

unprecedent high revenue accrued to the Nation and the economy was
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boosted. Nigeria was tagged the greatest black nation. The number of
Nigeria’s trading partner increased and high incidence of importation of
goods and services was observed. Agriculture became neglected. There
was political instability which affected economic stability. The taste for
imported goods and unpatriotic attitude towards home made product, vis-a-
vis lack of export drive led to the economic doom which the country
experienced in the early 1980°s. This was actually aggravated by the
dramatic fall in oil prices which was the aftermath of the venerable position
of the international economy coupled with the structural imbalance of the
economy coupled with the structural imbalance of the economy and the
financial protligacy of our leaders. The economic downturn of the country
was actually assented to by the Nigerian Government with economic
stabilization measure hamed "Austerity Measure” in 1982.

Other measures which have been introduced to revamp the economy, but
had yielded little or no effort include:

(i) Issuance of Import licence not valid for foreign exchange.

(i)  Advance Payment of Import Duties

(iii)  Structural Adjustment Programme introduced in 1986.

In critically assessing the country’s present economic posiiion, the
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5.2

total reliance on exportation ot crude oil was the bane of the whole episode
oil exports accounts for about 96% of export earnings, until recently when
export drive in areas of enhanced agricultural produce, solid minerals came
into being. It is hoped that these measures will reduce the country’s total

dependence on a single commodity - OIL in the foreseeable future.

PROBLEMS ASSOCIATED WITH IMPORTS

In as much as international trade exists, which allows importation of goods

and services from one economy into another some problems must be

associated, viz:

(i) Delay in payment by the importer against the agreed period which is
stated at the onset of the contract.

(ii) The possibility of losing the imported goods in transit in the course
of shipment from the exporter to the importer.

(itli) The likelihood of imported goods getting damaged or
destroyed most especially fragile items and products.

(iv) Exchange control Regulations which may affect the amount of foreign
exchange available for an importer.

(v) Exchange rate fluctuation might affect an mmporter precariously
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(Vi)

(vil)

(viil)

reducing the volume of his imports.

Government enactments or regulations may forbid importation of
certain products, which an importer may not be aware of or the law
might not be in place when he is placing orders for such
goods/products.

Unnecessary intervention of some governments to protect

the home market constitutes a spite on Imports ¢.2. some countries
may be said to be having trade liberalisation policy and suddenly the
government of such country intervenes to defeat the purported trade
liberalisation policy.  Another common example is the sudden
introduction of import licence in countries where import licence has
not been a pre-requisite for importation.

Civil strikes, riots/protests, revolutions, wars, and

other disturbances when in existence invariably creates problems for

coods and services being imported into an economy.
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5.3

5.4

VALIDITY OF HYPOTHESES TO RESEARCH WORK

Results from the questionnaire administered, interview of the key personnel

involved in the research work and facts emanating trom the published data

trom UTBN archives confirm the validity of the two hypotheses of this
exercise and thus established that:

(i)  There is an acute shortage of foreign exchange supply through official
means/transactions in the Banks for payment of imports into the
Nigerian econemy that is import oriented and

(i1) This acute shortage constitutes a major impediment to the country’s

rapid march into industrial growth and development.

SUMMARY
Foreign exchange Financing is very important to an economy like
Nigeria that is essentially dominated by imported goods and services.
Government regulates the wastage of the scarce foreign exchange
through importation of unnecessary items of luxury by issuance of permits
such as Forms A, M and TM, obtainable from trade and exchange
Department of the Central Bank of Nigeria.

Foreign exchange needed to pay for goods and services is obtainable
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3.5

from Banks and designated financial concerns. One of such banks is the
Universal Trust Bank (UTB) of Nigeria, Ltd.

Official transactions account for just about 32% of the total foreign
exchange requirements for imports into the Nigerian economy. Importers
obtained much of their requirements through parallel market, domiciliary
external or off - share accounts, at higher rates relative to what obtains at
official markets. Less time is however spent at parallel market.

Trading concerns also got higher percentage of foreign exchange
allocation through official transactions than manufacturing industries. This

situation may account for the country’s low industrialization.

CONCLUSION

T'rom the swdy, the problems of Foreign Exchange Financing of
Imports to Nigeria have been x-rayed, and solutions proftered.
It is hoped that when some of the recommendations are implemented,
financing of imports into Nigerian Economy through official
means/transactions will be less cumbersome and the acute shortage
considerable minimized and thus make the Government, the Citizenry and

the Importers happier and partners in progress in the overall growth and



5.6

development of our country, Nigeria.

RECOMMENDATIONS

As the supply of foreign exchange through official means for purposes
of settling bills from imports into the Nigeria economy has been found to be
inadequate and drastically less than the total amount demanded, the

following measures are hereby recommended to address the problem.

I Development of industrial base, e.g. steel project, petro-chemicals and
the Liquified Natural Gas (LNG).

It is a known fact that a country’s industrial development begins
with the ability of such nation to develop its steel industries, which
produces items like steel bars, rods etc that are used to construct giant
structures; flat sheets for production of vehicle/car bodies,
refrigerators, wheelbarrows, fabricated tanks etc. that are necessary
tools for development. Tao this end, Government should speed up the
campletion of the gigantic Ajaokuta Steel Project and other Inland

Rolling Mills in Oshogbo, Jos and Katsina.



The use of reinforced plastics and fibres in industries and
societies 1s increasing at an alarming rate. This is a product of
petrochemical factory. lts development will make plastic and fibre
products available in the country and thus reduce importation of
these essential industrial and home uses and consequently save the
country’s limited foreign exchange.

Eftforts should also be geared towards completing the country’s
LNG project. Nigeria has one of the largest gas reserves in the
world. It is in excess of 3,120 billion cubic meters. The timely
completion of this project would increase the country’s foreign

exchange reserves.

Government should revive Agriculture, to make raw materials
available to the industries and food products to the citizenry. This
will reduce the amount of foreign exchange presently being expended

on the importation of food items and industrial raw materials.

The development of Export Processing Zone (EPZ) in Calabar is a

welcome development and that in Kano under consideration, should
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small dealers in foreign exchange and thereby enlarge the size of the

officially recognised foreign exchange market.
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APPENDIX T 1

Department of Business Administration,
Ahmadu Bello University,
Zaria,
13th October, 1999,
Dear Respondent,

T am a post graduate student of the above named institution, undergoing a.
master’s degree in Business Administration.

I am writing a thesis on "Foreign Exchange Financing in an import oriented
cconomy” being a partial fultiflment of the requirement for the award of a masters
degree in Business Administration (MBA).

The importance of availability of foreign exchange to finance imports in an
economy like Nigeria cannot be over-emphasized, thus, your co-operation is highly
essential in filling the questionnaire attached, correctly, honestly and truthfully
such that the outcome of this research exercise will make financing of imports
through foreign exchange less cumbersome in future.

All information received are for scholarly application and will be treated
with strict confidentiality.

Thanks.
Yours faithfully,

Idowu, O. Olusola.
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APPENDIX T 2

QUESTIONNAIRE ON FOREIGN EXCHANGE FINANCING IN AN

IMPORT ORIENTED ECONOMY.

1. Name of the Company

2. Type of ownership: Kindly, tick as appropriate.
a) Sole proprietorship/Partnership
b) Private limited company
¢) Public hability company

d) Others, specify

3. What industry does your company represent?
a) Manufacturing
b) General merchandising
¢) Transport
d) Contracting/Consultancy

e) Others, specify



4. Does your company participate in Foreign exchange market?

Yes or No

5. In what capacity do you participate?
a) Seller
b) Purchaser
¢) Observer

d) Speculative

6. In what segment of the market are you actively involved?
a) Official
b) Export proceeds

¢) Parallel market

7. Are your Foreign Exchange requirements fully met in the market?

Yes or No

8. If your reply to Question 7 is No, then, what could be the reason?

6l-



a) Lack of local currency
b) Lack of credit facility by Banks

¢) Inadequate foreign exchange

9. What percentage of your foreign exchange requirement is met by the official

market?
50%
50% - 75%
All (100%

10. Did you at any time source foreign exchange tfrom parallel market?

Yes or No

11. If yes, why was it so?
a) Ease of sourcing funds
b) Less formality/documentation

¢) Cash and carry basis.
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12. Are you happy with the activities of Bureau de Change in the foreign exchange
market?

Yes/No

13. If yes, why?
a) Reduces time of transaction with less documentation.
b) Easy access to foreign exchange currency

¢) ldeal for small buyers of foreign exchange.

14. Why are you less enthusiastic to participate at the ofticial market?

a) Stringent regulations

b) Inconsistent government policy
¢) Market holds every week

d) Inflexibility in the market

e) Tie down of capital until allocation is made.

15. What payment term do you transact business with your supplier?
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A) Letter of credit
b) Bills for collection
¢} Open Account

d) Advance payment

16. Are you happy with government insistence on letter of credit as official

payment term?

Yes/No

17. If No, what other payment terms will you prefer to be recognised as official
payment terms.

a) Advance payment

b) Open Account

¢) Bills for collection

18. Is Comprehensive Import Supervision Scheme (CISS) helpful to your business?

Yes/No
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19. What is your position to CISS in the area of importation?
a} 1t should be scrapped

b) To be replaced with Destination Inspection

20. What other sources of foreign exchange earner would you recommend to the
government?

a) Increased crude oil export

b) Establishment of more export processing zone (EPZ)

¢) Solid mineral exportation.
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APPENDIX I 3

NAMES OF SOME ORGANISATIONS THAT FILLED AND RETURNED

QUESTIONNAIRE ON FOREIGN EXCHANGE FINANCING.

1. Seafood Product and Fish

2. HFP Engineering

3. Forest Merchantile Coy.

4. Shepherd Ventures

5. Northern Nig. Flour Mills - Kano
6. Boulous Ent. Ltd.

7. BUA International

8. Pvot Engineering Co.

9, VAL 1L.td.

10. Ingenieur - Und Tiefbau Nig.
11. Banex Ind. Ltd.

12. Chellarams Plc

13. Goody Decorator

14, ELF Nig. Ltd.

15. Nulec Plastic Ltd.
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16.
17.
18.
19.
20.
21.
22.
23.
24,

25,

Ibeto Petrochemicals - Lagos
Akkad Tanning Co. - Kano

Dunlop Nig. Plc

Honeywell Flour Mills Lid - Lagos

Henley Ind. Litd.
Anzzy Ind. Ltd.

F & B Ventures Ltd.
CHEC Nig. Ltd.
Timaco Nig. Ltd.

Muka Foods Nig. Ltd.
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SURKAME ! e} | 1 T TS
DTHER WALTS I LJ i 2 1 b= L mr':l.-m EE]:j
ADDRESS ;]'_ { 1 1 ) I S i i e I ) S |

u-—-—l—-J — ] ! L Cranged Name/adaress Semce Lt Apphc stsan®
ciy e 1 L, Y A, [ Yoy State Partguiars peiaw
STATE 15 i 0 S o e
COUNTRY L1 )

eanveoatfgueititary W

i Cymwiem e Yo e b RN [ _I { I - LI = T _It_I [_.I__I_]

—M‘

5 PFURFORE OF PAYMENT ey
" —

L] o
AMOUNT APPLIED FOR ... .... R G T s T S e e I e ATDTH -

[Hame and Amounl Appiled loe in LocelFovsign Curtenoy In words) |. .

ACTENY
DETARS OF LACHANAE CONTARET 1rinrerrrrnersnes =

(DAAPT T T TAAVELLERS CHEGUE stcs

’ APPLICANT'S DECLARATION

(i e e are el the shoes MLalamadis a7 true andthatthe foreign AUTHORISID DEAMLA S SIGHATURE

Eutrancy will he used solely lor the purposs  nisted in sccordance

walh [Be arowy.ons of the Exchangs Contral Act, 1962,

*Any fane deriasaton woll make ma/ub lable for prasecutsn

S-wnll.uu [Stamp and Sughalurel

Fusti Hama . B e OBl s susvsnerernspmanssnt Fuit piarme . are
A FOR OFFICIAL USE ONLY

socmer - L EA IS B ED O O CD TV CL
QEIEINAL APPLICATION ran N ALSPECT OF OFFCARED PAYMENT ﬂ'_{'“] | 1 ] [-I [[—l_ ] H_D

PRLCMECE NG
CUSTOMER SENVICE Uni? STAMP ... . .uesss e i'—";'-'“"-“_-":_"'_’_

—— Lom
vjoju]w]re|r
STame ppias s A6l &g orwe il
Agrior Caoe ‘ ] Mejact Code D]

AUTHORISING SIGNATUAE AND DATE ...ooiypuoveencons FULL NAME ..., : STATUS | o

L} CrHLT nind [-"""""_" s l -:;o'm

PAQCESS MG WHIT ST “f.’ ST . " nx Allocared o
Achwn Cude | Aejec) Code [:E]

AUTHORIS MG SIGNATURE AND DATE vvvvrocsnrsnssrra s FULL NAME ... . STATUS

-—-
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NOTES ON COMPLETION OF FORM A’

The C 8 M. Fila Numbaer il known, should e supplied by the Applicant in secnon 3 {or Benehoiary in the

case of Edutation Apphications in section 4). i not knawn, the Central Bank will inform yau of your File
Numbaer I ough your Authorised Deaiar atiar your applicatlon i3 procassed. Your Central Bank of Nejernia
Filg Number should ba quotad on sll subsequant applicstions 1o sapediin procussmg ol yous apphcdnons

PRODUCTION OQr EVIDENCE:

Apphcatnans shouwlc normelly be supporied by documaniary svidence iha nature of which will vaiy

according to purpose of payment (0 be made. For specitic 1ypss of paymants manuonad below, the
follpwing documaents miust be aitachad,

1.

PERSONAL HOME HEMITTANCES
{8y  Forcurient transter. - . *
{1 Tax Deduction Lard or Tax Assessmant Notica tar the current yaar.

) Ramattandoes made outside Nigeria 3ince Tel Jenuary up 10 dota confirmed by the bank,
(&) Fur inal depaciure from Nigera.

1] Remutlanges made since the last four years, confirmod by the bank,

vl Bankers cernbiopie of balance ol sgcount,

imy Employars’ cantimatian 1hat (he applicant weaid not be relurning to Migeria.

[iv)] A staternent ol assels i Nigena. '

{v] .Tll Deductien Card tor tha curren| yaar.

ivit Tax Claaranca Cartthcale for the past four years, VWhere parronal eflocts have besn sold,
caruficate trom buyers showing thair namea, addresses, amoun! pawd dnd name of parsonal
elfact bought |

STUDENT'S ALLOWANCE:

12} For studenis sidlin Migena:

{1 Studen Advisory Commiliee Aocommaendation in rupoct of students,

{n}  Lenter from Registrar/Principal of the Colloge/lnstilution conlisming admission and slating
Schoollegs per anlnum, ssiimated mawnisnance par yoar course of study and year the course will
end

hin} Taw Clearance Caruficale lor Mhe lasl (hioe years,

tht  Fuor Stedents aleaady v Insliuiion Crarseas;

I Conhiemanon of studentiship from tha Nigerian Missien in the Couniey 1he Student 18 sludying

) Authealcaied cuttent year's schod! Bill stming fews, thaimienancs, ¢ouise of stuty and probable
durahon af caurse.

it} Swudents Allowance should be sent in thrae squal inetalmonts tor the school yoar.

_INSURANCE PREMIUM:

{1} A pholecopy ol 1ho Insurance Palicy or Carlilicste. .

tei It e be pawd by a Migarean National, a carhificals latund by a baak in Nigeria ta tha alloct that the
QRIGINAL policy has bean deposited with il andih#l the policy will not be released axcepl with
the prior approval of the Cantral Bank, . ¢

tny Debnt Nole trom ne tnsurance Company,

i) Tax Clearance Caruficate tor tho last 3 yeary.

MEDICAL TRAVEL;

i} Aletter irom a Doctor {a speciaiist] in Nigeria rocommending 1tha applicont for oversoss medical
tregtmeni and nominating the country/hospital to ba visited,

{u)  Wwhere possiblo, tatter or cartificate irom the Docior in toreign couniry cgniirming that Lthe paten
hasbeenacceptadior iregiment and alsa giving an estimate ¢f mantenanco axpansaes (ot pernod
ot ireatment.

i} Trave! documanis (passport and ticket} to be sighied by applicant’s bankers.

fiv) Tax Clearance Certshcate 1or the Jast 3 yaars. '

BUSINESS TRAVEL, SEMINARS OR CONFERENCES

{1 Cerulicd phoweopy of Cerilicata of Ragisiration or Incorperation. - .

(i) Evidence of Business comacl with the forsign party 1o be visited,

{191 Tax Clearance Cerificate for threo preacading fiscal years ul either business or banoliciary.
lwi Travel documents [Passport and Ticke!) to be sighled by the opplicant’s banker only,
EXAMINATION FEES

{1 Apphicants mustprovde relevant documentis releting o xha Eummmmn showing the lees ol
i} Tax Clearsnce Cectificats for the lnat 3 years,

APPLICANTS SHOULD APPROACH THEIR BANKERS OR THE CENTRAL BANK FOR DOCUMENTS
REQUIRED IN RESPECT OF PAYMENTS ABROAD:FOR ANY PURPQSE NQT LISTED ABOVED

It ihe guguments are nol g remasn parmanonlly altached 1o (he form, they shouid be descnibed
hrellyin suction 5 everleave of 10 tho space below by the bankecd 1o wham they are extubeed, Wheo
copres only gre subnlied (hey mustbe carnfied by the apphicant s bankers Al supporbing documonis
should e stanped by the apphcant’s bankaer, !
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FEDERAL REPUBLIC OF NIGERIA e !
EXCHANGE CONTROL ACT, 1962 S

. A !"__
FORM M

i mB 2hdan
CFON IMPOKTS GNLY)

LRI |

APPOINTEN AGFNTS S
L:

APFLICADION TO PURCHASE FOREIGR CURRENDY
[T e comploved (a seplupluarc)

“Phe one puad curcbolly bhe panes oeenleafd mnd 18 v Leysrentanne ifor manon o sl ihe Blank i o4 priied
"3 ha et Ariay e T wltoal us Buly

e Capmal Rt 1 ihinuph B thas luirs ‘

TPermanewt Additvies aar iF 0 Bas BOT ACCEPFTANLEL

Maper gt lull -urul ol hﬂlhr-nl " l.nln l‘.A-thll ml I)n\ul

?

1i% o, ite wndeanigned Sty apply w Forripa Enchange albocation [ar payesent o imposiatmon of the pocds described beiow

3 OPARNICULARS OF APPLICANT

Chen Fue Ne

Cree

Appiwae 3
Ma

O

. (11}
OO T O O LT T
T T O T T CTTTT )

BEEERERYENENEEENRD N

A gadren
Town
AT 'LL,{ I-_.!. i 1

Fogmion oni Cpride piv ol
S 06 SEP0y i VO b

CLTLT o LI TITTD
SESINRES]
ERERERRNNEYR

Ehamped Nome / Address v Last spadaom ™ 1T o stdle pamicwtart beite

4 PFARIILUL Au' (S TR R ul\‘

ot St 150 O 0 0 0 O 0 O OO 0

S

Adorvs OO Iy rraTy UIL‘ )

OO T T O OO we COT IO OV TS
Ciale [Jl[:““mrm S Changed Name Aldiee Lo e Ladt apeti aton * 1T epr, i1a1s parii uiary betos
- O B ]
3L SCRIPTION AND QUANTITY @) LOODS (GIVE Ful L‘:&l'l KULARS) TEr— ,‘l‘.';:;""..“:.-

T coar I

L T U P SRR o T S 1 R R R ;
(1) TP T T S PN P PR e ey S S P PP R RSPy R G APl DR e

& AMODUT APPIED IO C AT ...

.r iy PR

B T N T T e S

(Name and Amound applied lor w Local/ Forvign Curtrncy e wdu

Do Bahall » . .
Far Actonas & .,
In Favomei W . ..

Py ma st b ode

Teamsled Moo

r UANTITY row valur (thn rhau,u] ’ n-rul.nrun. n] AMOUNT
b ' ' r- £ ree pary
) . RS =8
wee BesaRrsiaapcasiate .s !l. o “I"“'
l: luunkplnu-ﬂ& Lottt of Condil oo Im lu (olirunmi L

......... Weraviaus FeebbssnaNbasssaanansinbanay

e Tuhgu,hn T:uul'u Bank Drafh, Mad 'lumin el

Means @l Devpanh . P —— P -
rg A, Sea, Foul, vl

T OIWMPORT LiCENCE PARTICLULARS

Rt

I APPLICANTS DECLARATION

Vi Lit FRoMm . . TO

1%, decart that the abawe saleomald ke Waue, hat Ihe prescribed AUJHORISED DIALER'S STAMP

Suppocting evidenar m pliac hed o =il by sl rondured s oon ol possible
winad Lhal 1hs laetign tuttency wili b used wolely far tht purpose sisied n
ot iy wilh (he provmsine of the Lsehaars Contrml At 17.:_

Shmy b e arion will maks W/ uh Bable Lar peoscrition’

Full Ry Sapratuts Uhere ., Full Mada Lignituin Diate
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INSPECTION

§ Tha gooun described ovarina sen pulyecl ta e slupment inspection and price cumpasicon by the Appoinied Agent o ihe Fegaial Ropublic of
Poaygns L0 e (o Lactad
- Agent's Addisss
Fachamin Contrid fopmy aiee Signalue
T oo amrngat tia o CLEAN AEPORT SF FINUINGT peued by iha apooniad sgent of the retisral Ragubhe of flhgand of a1 chunte
BQeAT v el [he pwaianiad by selierg i) ma face ol the shupgeyg doaguments and that “ULEAN HEFOMT OF FINDIRGS o requeed 10 topul sailly
LTI P LT s et e v o cottanuon ralgvasl 1o e ePeeiic aen (Ses notes el ),
AUTHORISLD DLALENS STAMP (afier shupniant ondy)
L
Bun Movemg Segneture TP, < © | S
Cipd PR CHLONING FOk C.B.N, USE ONLY
oy o B o - - s -
A Docureni Suppot Coue ‘:‘_LA LA ) I -} Ak [ ]_I [_ ]
Cngrnal Fownicabion Ho, 0 espacs of Delerwd Faymsat r_::_'ﬁi-l I I i ] I i_’ | I ’_II]
e - L
N CuRATwEY)
Customens Sarvsi® UMt S0amp o e earaieiae s e e s e e [ ] ‘-]‘“
Provcoveeray Lined Siamg o e R S LR oty P R PP —_ —
0 APPROYID ALSUUNT
— e p—
Acton Code J Haect Cooe 1
Authorsay Swraiure N T 1. TR PURRETO RS, | |- T T peR e« |
—— ——— i e . St s _— TSP
3 CHLZRING ! LiamimEr]

= p sy L S ieeng

ST T 1 [
Acuon Lose L___ Nayeet Coe {I:.D i

Authonkng S.araboae.
Craching O Hae Appeiva

(T YL S TS TR |

L DL e

IR

iR s cansinsssainananans

e DS oy L

Nanse . neagesases Signaturs, .., N Limng .
INSTRUCTIONS TO IMPORTRERE INTO Nlv.o 'L

1

The ©.8 W g sunrber, £ known should ba segplisd by the sppessam a sscuoa 3, I pot known the Cantrsl Bank of Nagens will inforn pod
G 3 Hita noonber irough voue Avthesved Dasler piter your Applcation bt Leen procrsasd. Yow © 0N Jde numbee ahcuid ba quoled oA
el puleedue L Bo Pl s o i L0 wrpedite (4 el sedng Of your spplcauone.

This for= M sl ba con (ated by imoondens lon B vmpons snd Daloos any oider s conlirmad  angd shigment Ishay place Imporiers ars theralons

sctvwad 10 & @0y theat cuvarsnas seliars ol Tha pre-shipment InACLOn IRGUrsment and thal they should not ship any goodh IEGUiing e
AugeTanl (M PALHOR woiNouE MULH INEpec LG huving taaen mece,

Thae Apspbiation lor Lo ppn Lachangs st te completed in septuphtats : {auvan copias] and handad 10 the impeaterd Lanh 1of tneaard
Iramsamansinsn ta dhe Ol Band o0 Nogana (G 1SS Othce) lor processng When impocian suliml the complaiad lonn 4 musl ba accan
it iy Lo oo e Aa at winch mual ba ongenal ) of the selled ¥ Moforma Invoice clesily showing L prce spit vt F.O H
weil® i B0 ey Chasges duch as Commingiona aad intaresl eharges slicwr separately

and Iraght

Iripstars Al mas e (el pppn i0ns see combined on one Toom in Canes wihare pmilar goods are ey parctaagd s the sama seilsr

repwdwss of iltaren counines of supply. plhiers, o 1ha bar of past ship L Whats impoits foan pan ol 8 praget] o conltach ane

Form "M ppgdw g ey be subiilied provided o sccompanind by o copy ol the comract (pholocopy accagtalin), and the full sddian
of the Conind lvad seilar

Trwe Contre! Bank of tagaria wel pul 1he Appoumiad Agent’s numoer on the Form and will indhCate whsther pra-ahspoment (ipechon it 1s

Quitad by sianipag e foem waih the sddrass of vhe Agant s contect ofbice. Thies copren wiil e rofurned (o the umparter s bans ang uaan
recapd of these, the maorier may cenfum bie order 1o he dailer and aranga paymant roceduies. No fetier 3 coedil mar be epeney
withoul 8 pooveshed | oim M Being 0 the hands o the Imporied's bank,

AR froc asiing and numbenng oy the Cantral Bank ol Nigena, imponiers are sdvised (o 2end # pndtocopy ol Ihe procesred foem do thew
piiory 3o [l thay » 0 e swaie Of the sppornted Agent o conlact schiress, and can arenye 1o inseec o0 1o D wideriasen

Attt shipavani, paymani may be made by presentabon by the imoporter's bank 13 the Central Hane of higeaa of ouginel copy of the loam

supported by 8 clean repont ol findngs |, where pde-ahpmenl inepecton hat been prescnibad. togeiher wilh slvpping docemanis | » Dobh el
Lagung. Cuntoms Bl of Emiry, Conificsie of Inswance, Sstiiament trvesce. Taliy Shant, Avways Carge Usalivary Gate Pasy (4l seguese for
GO 0N CONBGN T 1L teleyant imipon leence parcel post

o AN wyed al pulsody adwancad deposi wham spphcalbia

Impenims and Authoaed Deslers phoukd note that setiamant lnvolce must hencalonn be all incivsive al any addianal charges wncluding
PO 8 v AMATIANE A s ppbic abie contiaciusl sscalation clauses, allocated on po-rata basa. The 1o1al yaius of the linal sanlamant ifeos mial
b supporiac in all crapects by a clvan repont Of lindings, wiare pre-afipment inspection lies besn prascibad, and ity A0 sarmsd tha
agiad ate ap gl mbons o temil lunde o respect of ancifiary chargasrelelng 1o an impoiiaiion will oo jonyer be anlapnarted wnlsks aeeh
Chatgea aie supboried by 8 clesn iapod of hindinge” meued by tha Asponnded Agant

A processed Form M will be valsd Tor impestetion wiltan six (8) monaths of date of procermng, snd wnpoders be adviied hal changsy s
woec e alion, anilel. - cuntey of supidy, Quentily wilhen noemsl irede iodsrances, will net regus
Galala e supporiec by & Clean Rapon of Findings™ wath regend 10 the Foim "M’ provaded,

(a) The pice wrimd o0 ey ey respect by @ clean repods of lindings isaued by Apposnted Agent in capes of pra-slupme nlinspectioon snd

(b) Any iurmase vown (he Goclarad Form M peice, doss nat axcead 10N of the declared Lol amount of Coang Foinerssnanin sice in
sxcess of TON iwquire » pew Form "M’

smandman] o e fem, provnied [hat thead

F o gooun ¥ fran pueeahip I pection spprovel will et e granted (o0 moos then ths value of the toganal spplcshion.
o @ v P

W e priot tegustision of oy
specifio  wipodt I snre,

s with the Fedeal Minlatry of Commerce in required lorthe goods and for (heas have Been placed wnder
delaile (hat (heas reguinements have Desn complisd with musl G provid sl
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e Appendix A4

[ I L I - N ot ey et e T EE e Lo e B R LI T I W S A )

NO ALTERATION ALLOWED PLEASE
PLEASE COMPLETE ALL BOXES.

.....................................................................................................

TELEPHONE NOu e e e essaene
' APPLICANT'S NAME

TELEX No. e Cetrersast et st spesn
. APPLICANT'S ADDRESS (NOT
P.0.BOX or P.M.B.}

' "APPLICANT'S ADDRESS
............................ TR O T —
O D MM v
THE MANAGER .
XYZ BANK OF NIGERIA LTD.
........ ~BRANCH
INTERBANK FOREIGN EXCHANGE MARKET {IFEM)
BID REQUEST
I/We request the bank to bid on my/our behalf as per the following transaction details: —
'CURRENCY REQUIRED | |
"patenl | r— | M1 1]
0D D M M Y ¥ '
AMOUNT OF BID REQUIHEDL T ] [ J F‘
' CURRENCY
AMOUNT 1N WORDS crevveosvesmmesimeesserseserssssssssssss sevesssssens sevese e sz
MAXIMUM BID RAT | — L1 1 1
THE FOREIGN CURRENCY WILL BE USED TO FINANCE.
" (Name of eligible transaction)

P T T T P
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Appendix AS
- TRADERS’ TRUST RECEIPT

No R L L e LY PR T P

Nllo‘o STAMP T ae AL A L
To . S ..
XYS  BANKNIG. LTD,
Dear 5irs,
We have to scknowladge the racelpt uf___'____

raspecting goods a5 datalled In tha schadule balow. i

Wa recaive the sbove In trust oa your sccount, and wae undertaka w hold the goods:
when recelived. and thelr procesds when 1old, as your truitees. Wae further undertake (o
kesp Lhis tramsaction separate from sny othar and to remit you direct the eatire net_proceads

o5 realised bur not leps then

say . ,
within i ... from this date. We undertake upon

damand forthwith to rllturn the goodi to you, or I not ln our hands, the value thareol,
Wa undartake fully to cover the goods by Insurance agalnst
and to hold the Palicy or Policies on your bshalf,

' SCHEDULE

PARTICULARS OF GOODS REFERRED TO :-

Yours feithfully,

73



11,

13

Appendix A6(a)

XYZBANK NIG. LTD.

B P P conmnaernannes BRANCH

APPLICATICN FORMFOR OPENING FOREIGN CURRENCY ACCOUNT

{For Nigerians, Resldent Foralgn Nationala, Niges lan
Registarad Companies and Diplomatic Missions)

Full Narmas of Account Holder @

FCA 1

Niwtun Aclidrassen:

(1 Homwea MAdidruss

{u} Postal Adlifresr (I differeant traom slwove)

i) lhice Addiase

Owerseas Adliltess

(] Home.

(i)  Poual (1 ahiMerent lrom sbovae) |

Class ol owner ol Account @

Thwgerian Flowy Nigat ian Higeoian Hagotaeed
(ot pronrmbo § 0 garpiaatinm
I
MNatisality r
Passport Nunier Cauntry ol liiue . Date of Issue

Cornificate of Negiterationdlncorpiwsvion (Ho) whaers spplicabile

Occupration |

[hpelevina e
Mistionn

[where applicable}

Dusinany Toneresty Lin case ol corporate organisations)

Have you sny othe loreigh curtency scoount?

i oyes, give Name and Addiren ol Gankery:

Category of Acuount bejng requestad fo @

Coureen Savingy

UL NOY o owoaled wwsint yonir mecemint (o la roaleitaloed,

Foweel Thogmanit

{U S Dollar, Dautschomark, Swiss France, Pound Steching, French Franc |

Name and Addiess of Applicant’'s bankets [lor relerence purposes),

Stamp and Signature Narre
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Appendix A6 (b)
XYZ BANKNIG. LTD.

FOREIGN CURRENCY ACCOUNT

DEPOSIT FORM (drafts, mall/telegraphic transfer)

{To bs completad In duplicsta)

I. Account Number:

2. Category of Account (tick ( ) sppropriate box)

[

Currant _ Slvlngl'
3.  In whatcurrency Is your account malntained?
j £ Stecling US Dollar

French Franc

4.  Analysis of Qapasit

Swiis Franc

Date:

BRANCH

FORM FCA 28,

Fixed Daposil

Deutschmark

Others (specify balow)

FOR OFFICIAL USE (ONLY)

Equivslent in
Issuing Country of Drawer Dralt Amount Exchange designated
Bank Issue Ne., | - ' Rats Foreign Currency
Tolal

5. Total Amount credited In words:

Paid in by:

Fot the account of:
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- ih ok oas Basiv e, i, LD,

FOREIGN CURRENCY ACCOUNT

BRANCH

FCA2S

DEPOSIT FORM (w be complated In duplicates)

{For Bank Notws end Travellecs’ Cheques only)

1. Account Na

3 tnowhat currency s your sccount maintained !

kY Category of Account:

Current Savings

4, Analysin ol Daposit

Fined Depowy

Oftigut Lise Only

Furemign Bank Notes Travetlens
Cuttancy and Cais Chagues

€ mChange
Hate

Dodtar/
Stecling
Equivatent

£ Sterling

WS Doliar

Deunchemark

French Franc

Swiss Frang

Other
Conver tilde
Currancias

(Specityl

Towl smount oedited n words |

Towl:

5. Form TM No.

Date of lavt srrival in Nigeria

Paud in by

Fur the sccount of @ .

Accaunt No
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Appendix A6 (d)

XYz BANK NIGERIA LIMITED
S i BRANCH

]
FOREIGN CURRENCY ACCOUNT  FCA 3

PASSBOOK FOR SAVINGS ACCOUNT

Mameof Account Hol@8t: s vmamnsssasarivsin wigcount N oo
———
Date Pascislive Deposit]  With- Amot_mt Balance C.‘ts‘lﬁcr'ﬁ
Interest | drawal| desposited! initials
withdrawn
in words

Balance B/F

Balance C/F

State whether deposit is in one or more of the following modes — bank
notes travellers cheque, drafts, mainl/telegraphic transfer.

17



XYz BANK NIGERIA LTD.

BRANCH '

FOREIGN CURRENCY ACCOUNT WITHDRAWAL FORM FORM FCA 4.

1. Name of Account Holder:

2. Account Number:

3. Name of Beneficiary:

If different from
(11 above

4. Category of Account (tick (v’) appropriate box)

[] Current [ | Savings ' Fixed Deposit

6. In what Currency is your account maintained ?

:l $ £ Sterling us Dc;llar ____iDeutschmark

_— |French Franc Swiss Franc :I Others (Specity below)

B. Inwhat Currsncy 1S WIthOrawal DOtng MBS B ..isicimeiimmsiismmssiisiimimisaiieissisisis i i oot s

L l£ Sterling US Dollar Deutschmark

_ iFrench Franc j Swiss Franc [ 1 Others [Specify below)

7. Mode of Withdrawal

_____|Bank Notes l: Travellers’ Cheques
. l[‘}mtts i 'Mail/Telegraphic Transfer

8 Amount to withdraw (in figures)

In worets:

Stemp and Signature of Name : Date
Ascount Holder L
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\ppendix A6 (f
L _/  Diplomatic Mission Accaunt Holders -
iTotal Number of Total amount of. Total Amount With-
Tyne of Account | Foreign Currency Opening Balance Currenties Lodged within | drawo during the Clasing Balance Remarks
- 1 Account Holders the month Converted to moanth in
Foreign . Foreign H Foreign H Foreign ¥
Currency Equiv. Currency Equiv. Curreocy Equiv. | Currency Equiv.
} W.AQ., =

T

-

}qw

) RETURNS FOR EACH CLASS OF ACCOUNT HOLOERS SHOULD BE SEPARATED. PLEASE TICK WHICHEVER IS APPLICABLE

vl

(unosay AmidiwoQ) Asusung ubaiey gy ON GGG



Extraordinary

Appendix P

Federal Republic of Nigeri:

Ofhecial Gazette

No. 47 Lagos - 24th September, 1986 Yol. 73
Government Notice No. 650 -
The following is published as Supplement to this Gazette —
Short Title Page
Decree No. 23 Second-"Tise Foreign Exchange Market Decree 1986 A 1S

Printed and Published by The Federal Government P'ress, Lagos, Nigeria
FGI'L 336/986/20,000
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Supplement to Official Gazette Extraordinary No. 47, Vol. 73, 24th September,
1986—Part A

SECOND-TIER FOREIGN EXCHANGE MARKET DECREE 1986

ARRANGEMENT OF SECTIONS

Section

{. .Estiblisiment &F e Saesaide rier 13. Restriction in the impuflaliun and
Foreign Exchange Market, exportation of the Naira.

2. Instruments of transactions in the 14, Investument of foreign currency,
Market.

15. Transitional provisions : Oflcial
1. Non-disclosure of sources of First-Tier Market transactions.

imported foreign currency, 16. Outstanding obligations.
4, Sources of foreign currency in the 19, Torminition of the First<'Dise
Market. Foreign Exchange Market,

5. Appointment of Authorised Dealers, 18. Requirement to submit returns,

6. Revocation of appointatent  of

19, Oflences and penalties.
Authorised Dealers, I

2 Beruetine of the Misket, 20. Abolition of mandatory require-

t ment to surrender foreign
8. Bupervision  and monitoring of the curreney.

Market. . ; g

9, Dealingsand pricing in the Market. 21, Modification of existing legislation,

10. Transactions permitted in  the 22, Regulations,
Market.

11, Transactions not permitted. 23. Interpretation.
12, Repatriation of funds. 24. Citation and comunencement,

[See section 24)
Decree No. 23

THE FEDERAL MILITARY GOVERNMENT hereby decrces

as follows 1 —

L—(1) There 15 hereby established a Sccond-"Tier Foreign Exchange
Market (hereafter in this Decree referred to as “the Market”) where trans—
actions in forcign exchange shall be conducted in accordance with the
provisions of this Decree.

(2) Subject to this Decree, the Central Bank of Nigeria may, with the
approval of the Minister, issue from time to time guidelines to regulate the
procedures for' transactions in the Market and such other matters as may
be deemed appropriate for the effective operation of the Market.

(3) If the provisions of any other enactment are inconsistent with the
provisions of this Decree, the provisions of this Decrce shall prevail and
that other law shall, to the extent of the inconsistency, be void,
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.(4}‘ For the il_\*fiii!:l:':cc of doubt, the provisions of the Exchange Control
(Anti-Sabotage) Decree 1984 shall not apply to transactions lawfully conduc-
ted in the Narket.

~ 2.—~(1) Transactions in the Market shall be conducted in any conver-
tible foreign currency.

(2) Without prejudice to the generality of the provisions of subsection
(1) of this seetion, transactions in the Market shall, in atddition, be conducted
through the usual money market instruments, that is to sav-—
(@) foreign bank notes ;
- . - I
() foreign coins ;

(&) travellers' cheques ;
(d) bank drafts ;
(¢) mail or telegraphic transfers ; and

(f) such other money market instruments as the Central Rank may,
from time to time, with the approval of the Minister, determine,

3.—(1) Any person exccuting any transaction in the Market shall not
be requited, and if required, shall not be obliged, to disclose the source of
foreign currency to be sold in the Market.

(2) No foreign currency imported pursuant to this Decree shall be hable
to seizure or forfeiture or to suffer any form of expropriation by the Govern-
ment of the Federation or of a State except as provided in section 19 (5) of
this Decree.

r

4. For the avoidance of doubt, foreign currency from the following

“sources may be sold in the Market, that is to say—

{@) foreign  currency domiciliary accounts maintained in authonsed
banks in Nigeria in accordance with the Foreign Currency (Domiciliary
Accounts) Decree 1985

(b) foreign currency held or imported by—
(i) Nigerian citizens returning home from abroad ;
(i) foreipn nationals resident in Nigenia
(iif) foreign tourists visiting Nigeria ;

(¢) agency commissions, professional fees and other forms of invisibie
CRATRINGS |

(d) non-oil export proceeds carned by exporters of Nigerian com-
maoditics ;

(¢) unspent balance of forcign currency held by Nigerians resident
in Nigeria |

(f) foreign currency imported by foreigners to purchase goods In
Nigenia

{¢) foreign currency imported or held by foreign embasstes and inter-
national organisations from external sources |

(4) funds held in approved external accounts by il producing companies ;
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(i) funds held in external accounts by individuals, bodics corporate and

unincerporate, commission ageats, profcssmnal bodlcs insurance com-
panics and such similar bodies ;

(f) foreign currency imported by tourists to Nigeria ;
(k) forcign currency provided by the Central Bank ;
({) foreign exchange imported for direct investment in Nigeria ;

(m) foreign currency from such other sources as the Minister may,
from time 0 time by order published in the G‘a,.clw speafy.

5.—(1) Nouwithstanding anything to the contrary contained in any
- other enactment whatsoever, including—

{a) the Exchange Control Act 1962 ;
{%) the Banking Act 1969 ;

(¢) the Exchange Control (Anti-Sabotage) Decree 1984 ;
{d) Forcign Currency (Domiciliary Accounts) Decrec 1985

the Minister may, for the purpose of this Decree, appoint any bank or non-
banking corperate organisation as an Authorised Dealer of foreign currency ;
which authorisation shall be liberally grapted to organisations that show
evidence of adequate resources and capacity to operate in accordance with
the provisions of this Decree,

(2) An Authorised Dealer appointed under subscction (1) of this
section shall operate in the Market subject to such terms and conditions as
the Mimster may specify in the letter of appointment.

6.—(1) The Minister may revoke the appointment of any Authorised
Dealer, if he has reason to believe that it is not in the national interest that

such person shall continue to operate as an Authorised Dealer under this
Decree.

(2) Any person aggricved by the decision of the Minister in subsection (1)
of this section to revoke his appointment as an Authorised Dealer may,
within 28 days of the receipt by him of the Minister's letter of revocation,

appeal in writing to the President, Commander-in-Chief of the Armed
Forces.

(3) The President, Commander-in-Chicf of the Armed Forces may,

after giving consideration to the circumstances of-the case, revoke the
deciston of the Minister.

(4) The decision of the President, Commander-in-Chief of the Armed

Forces shall be final and ne suit or procecd:ng shall be entertained in any
court of law,

7. The Market shall be structured along the inter-bank system, that
is to say—

(@) dealings between the public and Authorised Dealers appointed under
this Decree ;

(6) dealings between the Authorised Dealers appmntcd under this
Decree snterse | and
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(¢) weekly biddings and price fixing sessions between  Authorised
Dealers appointed under this Decree on the one hand and the Central
Bank on the other hand.

8.—(1) The Central Bank shall supervise and monitor the operation
ol the Market established by this Deeree to ensure an efficient performance
of the Market.

(2) The Minister shall have overall control of the system and shall
issue such direction not inconsistent with this Decree as to him may seem
appropriate for the cfficient operation of the Market established by this
Decree.

9.-—(1}) Dealings in the Market shall be by way of spot and forward
transactions as defined in subsection (2) of this section.

(2} For the purposes of subscction (1) of this section—
(a) “spot transaction” means the purchase or sale of foreign exchange

for immediate delivery or within a period of 3 working days from the date
of the transaction ;

(b) “forward transaction” means the purchase or sale of foreign exchange
at a fixed exchange rate for delivery at a fixed date not earlier than 4
working days from the date of the forward contract.

(3) The rate at which cach transaction is to be executed shall be the
rate mutually agreed between the applicant purchaser and the Authorised
Dealer concerned,

10.—(1) Subjeet to subsection (2) of this section, any public or private
sector transaction adequately supported by appropriate documents shall for
the purposes of this Decree be an cligible transaction for the purchase of
foreign exchange in the Market.

(2) For the avoidanee of doubt, no application for the purchase of fureign
exchange in the Market shall be processed or in any way attended to unless
such applieation is accompanied by satisfactory documentary evidence of
a valid, due or outstanding obligation in respect of 2 commercial or service
transaction or of a capital transaction of the nature referred to in section 14
{(#4) or 15 of this Decree.

(3) The guidelines issued from time to time under subsection (2) of
section 1 of this Deeree shall,; in addition to any other provisions, make
provision concerning the specifications of the documents that may be
tendered in support of an application under this Deerce,

11.—(1) Nothing in this Decree shall be construed—
(@) as permitting any unrestrained or general dealing i foreign currency
on terms not conststent with the provisions of this Decree ;

(b) to imply that transactions relating to_goods, services or items
absolutely prohibited by any Decree or laww may be conducted in the
Market.

{2) Any convertible currency or money nurket instrument stipulated
insubsection (2) of section 2 of this Decree purchased or obtained from
the Market shall not be Indged in any domiciliary account opened under
the Foreign Currency (Domiciliary Accounts) Decree 1985,
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12. Any forcign exchange purchased from the Market may be
repatriated from Nigeria and shall not be subjeet to any further approval
by the Minister or the Central Bank or any other exchange control require-
ment,

13. Nothing in this Decree shall affect'the operation of any law restricting
the importation or exportation of the Naira. i

Th—(1) Subject to the provisions  of the Nigeoan  Enterprises
Promotion Act 1977, any person may invest in an appropriate cnierprise any
foreivn currency imported into Nigeria and converted into natra in the
Market in accordance with the provisions of this Decree.

(2) The Central Bank shall, within 14 days of the submission of the
relevant document in support of importation of capital by an Authonsed
Dealer. issue a Certificate of Importation in such form as the Minister may
prescribe.

{2} Where any fund is imported into Nigeria and invested in any
enterprise pursuant to the provisions of subscction (1) of this section, such
fund 22 well s any profits or dividends derived therefrom may be repatriated
at the option of the imperter through the Market as provided in subscction (4)
of this section. .

(41 An anplication for the repatriation of profits, dividends and capital
atfected by subscetion (1) of this section shall be submitted to the Minster
who mav approve that such fund be repatriated through the Marker.

{3) The Minister may approve an application under subscction (4) of
this section if he is satisfied that—
(@) the application relates to a bona fide current transaction ;

(b) where the application relates to a transfer of capital abroad, that itis
not such as o destabilize or prejudice the orderdy operation of the
Marker. .

(6) The Minister may delegate his functions under subscctions (4) and

(5) of this section to any employee of his Ministry and ‘of such ranks as he
may designate from time 1o time.

15—(1) All transactions to which the provisions of subsection (2) of
this section relate are hereby declared o be Official First-Tier forcign
exchange transactions and shall be settled at the rate of exchange prevailing
at the date when—

(@) all documentation prescribed by the Central Bank to be relevant to
the transaction concerned were submitted to the Central Bank

(6) the obligation to which the documentation relates has, having
regard to the nature of such transaction, become due and payable ; and
{c} the correspoinding naira component of the transaction has been
deposited with the Central Bank ;
whichever last occurs ; 0 however that no such transaction shall be regarded
as due and payable unless the provisions of paragraphs (a) to (¢) of this sub-
scction  have all been complied with.
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(2) The Official First-"Tier Market transactions referred to o sub-
section (1) of this scction are as follows—

(@) any transaction covered by a specific import licence issued in 1985 or
1986 for which a confirmed and irrevocable letter of eredit was established
on or before the last day immediately preceding the commencement of
this Decree ;

(b) capital trans{ers, profits, dividends and other mvisible payments for
which approval has heen granted by the Federal Munistry of Finance or the
Central .Bank on or before the last day immediately preceding the
commencement of this Decree

(¢) public or private sector transactions relating to debt serviee
obligations that are due and payable, official contributions and grants to
iternational organisations and remittances tao Nigerian Missions abroad

(¢} net proceeds of air tickets sold by foreign airlines up to and mcluding
the last day immediately precéding the commencement of this Decree |
provided that the first leg of the journey out of ?‘ut,usn had begun before
the date of commencement of this Decree ;

{e) any transaction valid for foreign exchange in respect of which
advance import duty on Form C 1884 had been paid, a Clean Repart of
Findings issued by the Inspection Agent, and documents submitted to the
Central Bank of Nigeria for the issue of cover not later than the last day
immediutely preceding the commencement of this Decree,

16.—{1) All transactions m respect of which documents were lodged
with the Central Bank for the issue of the necessary foreign exchange cover
not Iater than December 31, 1983, shall be subjeet to refinancing in
aceordance with the relevant refinancing  scheme established for such
transactions.

(2) All outstanding obligations to surrender foreign cxchange or to
submit documents in support of receipt of goods for which the Central Bank
has already made available foreign exchange on the basis of confirmed letters
of credit shall not be extinguished by the establishment of the Market under
this Decree.

[}

7.(1) The Minister shall, with the approvale of the President,
Commander-in-Chiel of the Armed Forees, appoint a date when the Figst-
Trer Foreipn Lxchange Market shall cease to operate,

(2) Accordingly, as from the date of the termination of the First-Tier
Foreign Exchange Market as mav be specified under subsection (1) of this
scetion, all foreign exchange transactions shall be conducted in the Second-
Tier Foreign Exchange Nacket set up under section 1 (1) of this Decree.

18, (1} Al Authonised Dealers appointed under this Deeree shall
:'»ul)mil to the Minister, at such intervals as the Minister may prescribe,
eturns of their activities in the Mqut.l, and such returas shatl be i such
form as the Munister may, l'rm‘n tme to time hy u.rul tions pubilished i the
(razelte, pt'h(.rllu.

(2) Any Authorised Dealer who fals, neglects or refuses to submit the
returns referred (o in subsection (1) of this section, shall be gultty of an
offence and liable to be dealt with as provided in subsection (8) of section 16
of the Banking Act 1969,
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19.—~(1) Any Derson, body corporate or unincorporate who—

(@} with intent to defraud, forges, mutilites, utters or defaces any forcign

currency, travellers’ cheques or other instrument of exchange in the
Market ; or

(h) converts any forcign exchange to 3 use for which it is not intended
under this Deeree ;) or

(¢} negotiates any draft, forcign bank note, other foreign exchange or
any other trading instrument otherwise than as permitted by this Deesce | or

(d) forges or produces as genuine any false document to the Central
Bank or the Market with 2 view to utilising such dovunment in any trans-
action in the Market established under this Deeree

- shall be guilty of an offcnce under this Deerce andl liuble as provided in
subscction {2) of this scction.

_ {2) Any person convicted of an offente under subscction (1) of this
section shall be liable —

() in the case of an individual, to imprisonment for 2 term of 15 years
without any option of a fine ; and

(&) in the case of a body corporate, to a finc ten times the amount of the
forcign currency invelved.

(3) All che assets, mavable or immavable including motar vehicles, of

©any person convicted of an offence vnder this scetion shall be forfeited to
the Federai Military Government.

(4) Where the person convicted in subscetion (2) of this sccilon is an
Authorised Derler, the Tribunal by whomy he is convicted may recommend
to the Minister that his appointment as an Authorised Dealer be revoked,

{5) Where an offence under this Deeree has been commitied by a body
corporate, every person who, at the time of the commission of the offence,
was 4 proprictor, director, manager, seeretary of other similar officer of the
body corporate, or was purporting to act in such eapacity, shall be deemed
to be guilty of that offence unless hie proves that the offence was committed
without his consent or connivance and that he had exercised all such diligence
as he ought ta have exercised having regard to the nature of his functions
in that capacity.

{6) The Tribunal may, i addition to any other penalty imposed, order

that the forcign currency invalved be forfeited to the Government of the
Federation,

(7) An offence under this Decree shall be triable Ly the Special

Tribunal established under the Exchange Controt (Anti-Sabotage) Decree
1984 as amended.

{8) The provisions relating to appeals and confirmation contained in
the Recovery of Public Property (Special Military T'ribumals) Decree 1984

{as amended) shall apply mutatis mutandis as if they are onc with the provisions
of this Decree.
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20.—(1) The requivement heretofore o surrender all foreign currency
on importation thereof into Nigerta is hereby abolished,

(2) Accordingly, no person shall be required to declare such foreign
curfency, unless its value s inexeess af the equivalent of US 85,000 (five
thonsand United States dollars) ;o however that no person shall have
the power o expart foreign exehange which bhad carlier been imported,
unless at the port of entry the mporter lid dectared such foreign currency.

(3) Foreigh exchange in excess of US $5,000 (five thousand United
States dollars) or its equivalent shall be declared for reason of statistics only,

(4) Subject to the foregoing provisions of this seetion the Central Bank

shall design a new form to replace form K popularly known as the  Yellow
M

use i the declacation of foreign exchange imported” under this

&

Form for

Deeree. '

(3) An expoiter of Nigerian commodities shall open a foreign currency
damiciliny aceount with an authorised bank of its choice in Nigeria into
which al} the proceeds of such export shall be fully credited.

(H) All foreign exchange transactions at the weekly fixing sessions under
this Decree shall be subject to such levy pavable to the Centeal Bank as the
Minister may, from thiine 1o titne, specify.

(7) The proceeds of non-oil expons deposited  the foreign currency
donvetliary account shall be wtilized only for eligible transactions,

21, Nutwithstaiding the provisions of subsection (4) of scction 1 of thas
Decree, the relevant provisions of a2} existing enactments including the
following, that s 1o say—

() the Bill of Exchange Act ;

(h) the Central Bank of Nigeria Act ;

(r) the Exchange Cantrol Act 1962

() the Banking Act 1969 ;

() the Exchange Control (Anti-Sabotage) Decree 1984

( [y the Foreign Currency (Domiciliary Accounts) Decree 1985
shall be read with such modifications as to bring them into conformity with
the provisions of this Decree.

22.—(1) The Minister may, after consultation with the Central Bank,
make such regulations, not inconsistent with the provisions of this Decree,
as may be required for carsying into effect the intendment of this Decree.

.

(2) In particular, the Minister may, after consultation with the Central
Bank, make regulations relating to the following—

{a) concerning the various forms required under this Decree ;

(b designating additional sources of foreign exchange 'under section +
of this Deerec

() the form of permit to be issued to an Authorised Dealer appotnted
under this Decree 3 and

() the rate of levy on certain transactions under this Decree.
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23. In this Decree, unless the context otherwise requires—

“Authorised Dealer” means any bank or other corporate body appointed
as such by the Minister under the provisions of this Decree ;

“Central Bank" means the Central Bank of Nigeria ;

“Virst-Tier Foreign Exchange Market” means the foreign exchange
market operated by the Central Bank up to the date specified by virtue of
section 17 of this Decrec

“forcign currency' means convertible foreign currency ;

“Market” means the Second-Tier Foreign Exchange Market established
pursuant 1o sceetion 1 (1) of this Decree
“Minister” means the Minister charged with responsibility for matters
relating to finance ; and *Ministry” shall be construed accordingly.
24.—{1) This Deeree may be cited as the Second-Tier Foreign
Exchange Market Decree 1986,

(2) This Deerece shall come into force on such date as the Minister may,
by order published in the Gasette, appoint.

Mape at Lagos this 15th day of August 19806,

Major-GENERAL 1. B, BABANGIDA,
President, Commander-in-Chief
of the Armed Forces,
Federal Republic of Nigeria

Exrianatory Not:

(This note does not form part of this Decree but
intended to explain its purport)

The Degree establishes the Sccond-"Tier Foreign Exchange Market for
trading in foreign currencies and other foreign exchange instruments.
Accordingly, it provides that only appriwved transactions supported by
documents and complying with specificd conditions may be conducted in the
Market, The Decree, in addition, abolishes the mandatory requirement that
residents of Nigeria must surrender foreign currencies imported into the
country and permits the Minister to liberally grant authorisation  to
organtsations as Authorised Dealers in the MNarket,
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SCHEDULL T1H

RETURNS ON THE OPERATIONS OF BUREAU DL CHANGL:

PPN wacammnesmenmsrestermes sssssnnafadoaras R R s Tor DIRECTOR, TRADE & EXCHANGE
DEPT.

CENTRAL BANK O NIGERLA

LAGOS

............................................................

SUMMARY OF HOLDINGS OF FOREIGN CURRENCIES HELD A5 AT

THE END OF THE MONTH OF

.........................................................................................

CURRENCY -  AMOUNT 1 NAIRA

; FQUIYALENT
1.5, DOLLAR

POUND STERLING - a e e e e

TDEUTSCHE MARK - £ %
©USWISS FRANC

FRENCH FRANC ,
DUTCH GUILDER R | o

JAPANESE YEN i T B

CFA FRANC e eSS
ITALIAN LIRA B

OTHERS: - (SPECIEY) e . —

TSTAMP OF COMPANY AND SIGNATURE

01



