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INTRODUCTION:

In order to effectively and efficiently carryout the objectives of
securities regulation as embedded in the ISA the Commission
has prescribed this Rules and Regulations.

This Rules and Regulations provides participants (regulated
persons) in the capital market with more precise notice of what is
expected of them, what conduct will be sanctioned and also
promotes fairness and equality of treatment among similarly
situated persons.

The Commission recognizes that adoption of formal rule making
process is more efficient than case-by-case adjudication,
because it can resolve a multiplicity of issues in a single
proceeding. A clear general rule can produce rapid and uniform
compliance among the affected firms or individuals and provides
individuals with more protection.

The ISA grants the Commission general and specific rule-making
authority. However, the Commission in exercising this authority
has adopted a consultative procedure whereby inputs and
comments are obtained from persons subject to its jurisdiction.

The present Rules and Regulations was subjected to comments
from market operators and other participants before its final
adoption by the Commission.

This Rules and Regulations is made up of twelve (12) parts i.e. A
to L and has seven (7) schedules. it contains both Rules of
general and specific applications governing:- securities
exchanges; capital market operators; securities offered for sale
or subscription; mergers, acquisitions and combinations;
collective investors protection fund; borrowing by states, local
government and other agencies amongst other things.

The Commission, however, is yet to make Rules regulating a few
specialized areas of the capital market because of their novelty
or non-existence in our present environment. Some of these
areas are being reviewed and discussed with market operators
to enable proper rule making in the near future.
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It should be noted that rule making is a continuous process. In
addition to these legislative or substantive rules, which may be
amended from time to time, the Commission will also be issuing
interpretative rules and general statements of policy all, which
guide participants in the market.

Every person subject to the ISA is therefore advised to be
familiar with both the provisions of the Act and all the Rules of
the SEC regulating the capital market.

In the case of any doubt or need for clarification, the Commission
should be consulted.



SECURITIES AND EXCHANGE COMMISSION —
RULES AND REGULATIONS

Pursuant to the provisions of sections 258 and 262 and all other
powers conferred upon it under the Investments and Securities
Act (ISA) of 1999, the Commission hereby makes the following

Rules and Regulations.
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GENERAL RULES AND REGULATIONS PURSUANT TO THE
INVESTMENTS AND SECURITIES ACT 1999

PART A: RULES OF GENERAL APPLICATION
Al Rule 1.
Definition of terms used in the Rules and
Regulations

As used in the Rules and Regulations made pursuant to the
Investments and Securities Act 1999 unless the context
otherwise requires:

“Commission” means the Securities and Exchange Commission
established under the Investments and Securities Act 1999.

“CAC” means Corporate Affairs Commission established under
the Companies and Allied Matters Act 1990.

“Capital market consultants” for the purpose of these Rules
Regulations include the following;

Legal practitioners

Accountants

Auditors

Engineers

Estate valuers

Other professionals whose opinions and activities
directly impact on capital market transactions.

oA~ wWNE

“Act” means Investments and Securities Act 1999.

“Rules and Regulations” refer to all the Rules and Regulations
made by the Commission pursuant to the Act including the forms
for registration, reports and the related instructions thereto.

“Registrant” means the Issuer of securities or any person for
whom a registration statement or a proxy statement or an
application is filed.

“Beneficial Owner” of a security shall include:

a) any person who directly or indirectly through any
contract, arrangement, understanding, relationship or
otherwise has or shares:

0] voting power which includes power to vote or
to direct the voting of such security; and/or;
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(i) investment power which includes the power to
dispose, or to direct the disposition, of such
security.

(b) any person who directly or indirectly creates or uses a
trust, proxy, power of attorney, pooling arrangement or
any other contract, arrangement or device with the
purpose or effect of divesting such person of beneficial
ownership of a security or preventing the vesting of such
beneficial ownership as part of a plan or scheme to
evade the requirement to notify the Commission of any
direct or indirect ownership of more than 5% of any class
of securities;

c) subject to the provisions of paragraph (b) above, where
that person has the right to acquire beneficial ownership
of such security, as defined in paragraph (a) above at
any time within sixty days including but not limited to any
right to acquire:

0] through the exercise of any option, warrant or
right

(i) through the conversion of security or;

(iii) pursuant to the power to revoke a trust,

discretion any account, or similar arrangement,
any securities not outstanding which are subject
to such options warrants, rights or conversion
privileges shall deemed to be outstanding for the
purpose of computing the percentage of the
class by any other person.

PROVIDED that a person who in the ordinary course of
business is a pledgee of securities pursuant to a
bonafide pledge agreement shall not be deemed to be
the beneficial owner of such pledged securities merely
because there has been a default under such an
agreement, except during such time as the event of
default shall remain incurred for more than thirty (30)
days or at any time before a default is cured if the power
acquired by the pledgee pursuant to the default enables
him to change or influence control of the issuer.
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d) all securities of the same class beneficially owned by a
person, regardless of the form which such beneficial
ownership takes, shall be aggregated in calculating the
number of securities beneficially owned by such person.

“Exchange” shall include all Securities Exchanges, Over-The-
Counter and other trading facilities within the meaning of the Act.

“Plan” shall include all plans, contracts, authorizations or
arrangements, whether or not set forth in any formal document.

“Securities Exchange” includes a Stock Exchange or an
approved securities organisation such as Commodity Exchange,
Over-The-Counter market, Metal Exchange, Petroleum
Exchange, Options, Futures and Derivatives Exchanges and
such other forms of securities organisations within the meaning
of the Act.

Unless the context otherwise specifically requires, a rule or
regulation which defines a term without express reference to the
Act or to the rules and regulations, or to a portion thereof defines
such term for all purposes as used both in the Act and in the
Rules and Regulations.

Rule 2
Business hours of the Commission

1) The office of the Commission shall be open to the public
for business, Monday to Friday except on Public
Holidays. The headquarters of the Commission shall be
located at the Federal Capital Territory Abuja.

2 The official hours of business shall be between the hours
of 8 O’ clock in the morning and 4 O’ clock in the
afternoon.

Rule 3
Filing of Materials with the Commission

1) All papers, documents and information required to be
filed with the Commission pursuant to the provisions of
the Act or any subsidiary legislation made thereunder
shall be filed at the headquarters of the Commission.
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Such papers, documents or information may be filed by
delivery to the Commission by hand, postal
communication, Electronic mail, Facsimile, licensed
courier companies or such other modes of
communication as may be prescribed from time to time
by the Commission.

The date of filing of any paper, document or information
shall be the date such paper, document or information is
received by the Commission, provided that all the
requirements for filing have been complied with and the
required fee paid, provided also that the original paper,
document or information of filings through Electronic
mail, facsimile or other mode of communication required
by the Commission shall thereafter be forwarded to the
Commission within 14 days.

Rule 4

Non-disclosure of information obtained in performing

official duties

Every officer or employee of the Commission shall
adhere to a Code of Secrecy in respect of any paper,
document or information which he may possess or have
knowledge of, as the case may be, whether in the
course of any examination or investigation conducted
pursuant to any provision of the Act or these Rules and
Regulations or in the course of his official duty.

Without prejudice to paragraph (1), an officer or
employee of the Commission may disclose any
information or produce any paper or documents under
the following circumstances, where the officer is:

@ expressly authorized by the Commission to
disclose such information or produce such paper
or document;

(b) is served with a subpoena requiring the
disclosure of such information or the production
of such paper or document by a court of
competent jurisdiction.
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Any officer or employee of the Commission shall only be
obliged to produce any paper or document or disclose
any information in respect of which a subpoena has
been issued and served by a court of competent
jurisdiction.

Any officer or employee of the Commission served with
a subpoena to produce a paper or document or disclose
any information shall promptly inform the Commission of
the service of the subpoena, the nature of the
information, paper or document sought, and of any other
circumstances which may bear upon the desirability or
otherwise of making available such information, paper or
document.

Rule 5
Disclosure Detrimental to National Security

Except otherwise expressly provided by law, no
registration statement, report, proxy statement, or other
document filed with the Commission or any Securities
Exchange shall contain any document or information
which pursuant to executive order has been classified
(by any appropriate department or agency of
government in Nigeria) for protection in the interest of
national security or the foreign policy of Nigeria.

Where a document, statement, report or information is
omitted pursuant to Rule 5(1) there shall be filed in lieu
of such document, statement, report or information, a
statement from the appropriate department or agency of
government in Nigeria to the effect that such document,
statement, report or information has been classified or
that the status thereof is awaiting determination.

Where a document, statement, report or information is
omitted pursuant to paragraph (1) of this Rule, and
information relating to the subject matter of such
document, statement, report or information is
nevertheless included in any material filed with the
Commission pursuant to a determination of an
appropriate department or agency of the government of
Nigeria, the disclosure of such information shall not be
classified as being contrary to the interest of national
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security or the foreign policy of Nigeria and the
appropriate department or agency of government in
Nigeria shall be required to submit a statement in writing
informing the Commission.

The applicant may rely upon any such statement in filing
or omitting any document or information to which the
statement relates.

The Commission may protect from disclosure any
information in its possession which may require
classification in the interest of national security or the
foreign policy of Nigeria, pending the determination by
an appropriate department or agency of government in
Nigeria as to whether or not such information should be
classified.

Before filing any paper, documents, statement or
information with the Commission, the applicant shall
submit to the appropriate department or agency of
government in Nigeria any document or information
protected from disclosure in paragraph (1) of this Rule
and obtain from the department or agency of

government concerned, relevant clearance to file the
document or information, or in lieu thereof, the statement
referred to in paragraph (2) of this Rule.

All statements shall be in writing.

Rule 6
Fees

The fees chargeable by the Commission in respect of
registrations and all transactions with it shall be as
prescribed in schedule 1 to these Rules and Regulations
as amended from time to time by publication in two
national daily newspapers or by notice in the Gazette.

At the time of filing by an issuer or market operator of an
application for registration under the Act, the applicant
shall pay to the Commission, the appropriate fee, no part
of which shall be refundable.

Payment of fees shall be made in cash or certified bank
cheque payable to the Securities and Exchange

20



Commission. Payments in cash should not exceed
N10,000 (Ten Thousand Naira) and shall be made at the
Finance and Accounts Department of the Commission
which shall issue official receipts for such fees.

Rule 7
Fine/Penalty

Except as otherwise specified, any person who violates any
provision of these Rules and Regulations shall be liable to a fine
not exceeding N5,000 for every day of default.

)

Rule 8
Exemptions

The provisions of the Act and these Rules and
Regulations requiring registration shall not apply to:

@

(i)

(iii)

(iv)

any note, draft, currency, bill of exchange or
banker’'s acceptance which arises out of a
current transaction or the proceeds of which
have been or are to be used for current
transactions and which has a maturity at the
time of issuance not exceeding nine months
exclusive of days of grace, or any renewal
thereof the maturity of which is likewise limited.

any security issued by a person, organized and
operated exclusively for religious, educational,
benevolent, charitable or reformatory purposes
and not for pecuniary profit and no part of the
net earning which accrues to the benefit of any
person, shareholder or individual and subject to
such other terms and conditions as may be
stipulated by the Commission. Any issue of
securities pursuant to this exemption shall not
exceed in aggregate value the sum of
N5,000,000 (five million naira)

Government securities with respect to payment
of filing fees,

subject to the provisions of Regulation Bl hereof,
transactions by an issuer not involving any
public offering.
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The Commission may by rules add any class of
securities or transactions to those exempted under this
regulation.

Rule 9
Power of the Commission to demand and
examine records required to be maintained

The Commission may pursuant to provisions of the Act
at any time it deems fit, examine the records and affairs
of or call for information from any company, registrar,
issuing house, stockbroker, investment adviser or any
other person or institution covered by the provisions of
the Act.

Any person who fails or neglects to comply with any
request or stipulation in accordance with the foregoing
provisions of this regulation shall be liable to a fine of
N2,500.00 for every day such failure, refusal or neglect
occurs and in addition may be subject to any other
disciplinary measure the Commission may impose for
the protection of investors.

A2 GENERAL RULES ON REGISTRATIONS
Rule 10
Reqgistration Statement

When used in this part, the term “registration statement”
means the application for registration of any security
provided for in the Act and includes any amendment
thereto, any statement, report, prospectus, consents,
undertakings, document or memorandum accompanying
such application or incorporated therein by reference.

The registration statement when relating to a security
other than securities issued by local and state
government shall contain the information specified in
Schedule 2 to these Rules and Regulations.

The registration statement when filed by an issuer or

market operator shall contain the information specified in
schedule 1 of these Rules and Regulations.
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Rule 11
Application forms

1) Application for registration shall be made in accordance
with these Rules and Regulations and the form
prescribed thereof by the Commission as in effect on the

date of filing.
2 Only corporate bodies are qualified to file applications for
the following functions:
1. Broker/dealer
2. Underwriter
3. Issuing house
4, Registrar
5. Trustee
6. Fund/Portfolio manager
7. Rating Agency
3 An application for registration shall be filed in duplicate

as the case may be, in the form contained in schedule 3
to these Rules and Regulations or as prescribed from
time to time by the Commission.

4) Application forms are obtainable on payment of fees as
prescribed in Schedule 1 of these Rules and
Regulations.

Rule 12
Number of Copies, signatures, Code of Conduct, etc.
@ Two copies of the completed registration statement

including two draft prospectus and all other documents
filed as part of the statement shall be filed with the
Commission.

2) Both copies of the registration statement shall be
manually signed by the following persons:

1. the issuer (rep. by the company seal);
2. Chief Executive Officer;
3. the principal financial officer; and
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4, any member of Board of Directors or person
performing similar function .

If any name is signed on the registration statement
pursuant to a power of attorney, two copies of such duly
executed power of attorney shall be filed with the
registration statement.

All questions on the application form(s) shall be
answered and the application sworn to by the company
secretary before a Commissioner for Oaths or Notary
Public.

The applicable fee shall accompany all applications.

Any undertaking required to be filed under this
Regulation shall be sworn to before a Notary Public or
Commissioner for Oaths.

Every application for registration and renewal as a
market operator shall in addition to other requirements
be accompanied by a duly executed undertaking by the
applicant to comply and secure compliance of its
employees with the code of conduct for market operators
as approved by the Commission.

Rule 13
Requirements as to Language, Printing etc.

The registration statement and any other application
filed with the Commission shall be in English language.
If any paper or document to be filed with the registration
statement is in any other language, it shall be
accompanied by a certified translated version of that
paper or document.

The registration statement and, in so far as practicable,
all papers and documents accompanying such
application shall be printed or type-written. However, the
application or any portion thereof may be prepared by
any similar process which in the opinion of the
Commission produces copies suitable for a permanent
record. Irrespective of the process used, all copies of
any such document, shall be clear, easily readable and
suitable for repeated photocopying.
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Where any space in the application form is insufficient, a
statement may be attached and marked as an
addendum, cross-referencing each statement to the item
to which it pertains provided it is manually initialled by
the registrant.

All documents pertaining to any question shall be
attached to the application form and shall be properly
marked.

Rule 14
Additional Information

In addition to the information expressly required to be included in
a registration application or statement, there shall be added such
further material information, if any, as may be necessary to make
the required statements, in the light of the circumstances under
which they are made, not misleading.

(1)

(2)

(3)

(4)

Rule 15

Sponsored Individuals
Sponsored individuals for purposes of this Regulation
are the principal officers and or professionals held out by
the applicant companies as experts and on whose
advice or actions investors are expected to rely. The
said sponsored individuals shall be registered as such
by the Commission.

Sponsored individuals are required to file FORM SEC 2
as contained in schedule 3 to these Rules and
Regulations.

All sponsored individuals are required to undergo police
clearance in a manner specified by the Commission from
time to time.

Except otherwise directed by the Commission, all
applicants for registration shall appear before the
Commission’s Committee on Registration of capital
market operators and institutions for interview.
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1)

)

3)

(4)

Rule 16
Qualifications of Sponsored individuals

Sponsored individuals are required to have any of the
following qualifications and job experience:

0] A first or higher degree or its equivalent in a
relevant field including banking, finance,
accounting, business management, law,
economics, chartered secretary with a minimum
of 4 years relevant Post-qualification experience
(excluding the National Youth Service Corps
year) or;

(i) A first or higher degree or its equivalent in a
non-relevant field including science-oriented
courses, the Arts etc. with a minimum of 6 years
relevant post-qualification experience or;

(iii) A West African School Certificate (WASC)/SSC,
General Certificate of Education (GCE) or
Higher School Certificate or its equivalent with a
minimum of 15 years relevant post-qualification
experience.

Where the sponsored individual intends to be registered
as a Registrar, such officer must in addition to (1) above
have any of the following qualification and job
experience:

0] A Legal practitioner with a minimum of 5 years
post call experience;

(i) A school certificate holder with a minimum of 15
years working experience in a Registrar’s
department duly recognised by the Commission.

Where the individual is sponsored by a rating agency
such officer shall comply with rule 34 (3) (vii).

All sponsored officers are required to forward copies of
their credentials with their applications for registration
while the originals are to be presented for sighting during
the registration interviews.
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1)

(2)

Rule 17
Minimum paid-up capital

The minimum paid-up capital for the purpose of
registration is as contained in part A4 of these Rules and
Regulations or as prescribed from time to time by the
Commission.

The following documents shall be filed with the

Commission as evidence of compliance with the paid up

capital requirements:

0] copy of the Board Resolution authorizing the
increase in share capital certified by the CAC;

(i) evidence of registration of such increase with
the Corporate Affairs Commission i.e. letter from
the CAC evidencing the registration or CAC
Form 2. 4A/7.2 the original copy of the letter or
shall be presented for sighting along with the
photocopy certified by the registrant’s company
secretary for filing with the Commission.

(iii) CAC form C02 /2.5 (Return or Allotment)
certified by the Corporate Affairs Commission.

(iv) Audited statement of Account or Management
Account signed by two directors with a letter of
confirmation by an external auditor. or statement
of Affairs (for companies in existence for less
than two years) signed by an auditor, showing
that the increase has been paid up.

(v) Where capital contributed is in form of real
property title documents in the name of the
company in respect of the capitalised
property(ies) in any of the following ways shall
suffice:

€)) Deed of Assignment duly executed and stamped
with a photocopy of the certification occupancy
of assignor attached.

(b) Irrevocable Power of Attorney duly executed and
stamped with the photocopy of certificate of the
occupancy of the donor attached.
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(3)

1)

(@)

3)

1)

(c) Where the capitalised property is real property ,
an estate valuer’s report and the search report
by an independent solicitor shall be attached.

(d) Where it is any other type of property, an
appropriate valuer’s report shall be attached .

(e) Bank Statement s showing evidence of cash
injection into the company.

The minimum paid up capital for multiple functions shall
be the aggregate of the minimum paid up capital of all
the functions applied for.

Rule 18
Amendment to application

Whenever any information contained in any application
for registration or in any amendment thereto or in any of
the documents submitted therewith becomes inaccurate
for any reason, the registrant shall file an amendment on
FORM SEC 7 as contained in schedule 3 to these Rules
and Regulations correcting the information.

The filing of any amendment to an application for
registration by a registrant pursuant to paragraph (1) of
this Rule, which registration has not become effective,
shall postpone the effective date of the registration until
the 30th day following the date on which the amendment
is filed whichever last occurs, unless the Commission
takes affirmative action to accelerate, deny or postpone
the registration.

Every amendment filed pursuant to paragraph 1 of this
rule by a Securities Exchange shall constitute a report.

Rule 19
Renewal of Reqgistration

€)) All registered capital market operators, sponsor
individuals and other corporate bodies shall file
applications for renewal of their registration
every two years.
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(2)

3)

(b)

A registered individual shall renew his
registration by filing FORM SEC 9B, while a
corporate body shall renew by filing FORM SEC
9A, as contained in schedule 3 of these Rules
and Regulations.

Every registered individual or corporate body shall file an
application for renewal of registration at least 30 days
prior to the due date of registration.

The application for renewal shall be accompanied by a
renewal fee as provided in schedule 1 to these Rule and
Regulations as well as the following :

(@)

(b)

(©)

(d)

()

(f)

latest management account of the applicant
which shall include detailed schedules of
balance sheet items and footnotes. The
management account shall not be more than 30
days old at the date of filing;

valid fidelity bond ( where applicable) or
evidence of up-to-date payment of the premium;

proof of compliance with minimum paid up
capital requirement (if not already filed for the
registered functions)

evidence of maintenance of the minimum
number of sponsored officers (at least 2 for
Investment Adviser, Broker/dealers, sub-broker,
Trustee, Registrar, Portfolio Manager, Jobber
and 3 for Issuing House and other multiple
functions)

form SEC 7 for amendment to registration
statement since the registration of applicant or
since the last renewal. This should be
accompanied with the appropriate fee.

Completed form SEC 2A to be filed by the
applicant to notify SEC of any sponsored officer
who has resigned from the company. OR form
SEC 2b for transfer of an officer. This should be
filed not later than two weeks of the occurrence
of event failing which a penalty of N1000 for the
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(4)

()

(6)

(7)

first two weeks shall become payable and
thereafter N500 for every subsequent week of
default. Note that renewal fees and penalties
(where applicable) must be paid in full at the
time of filing the renewal application

(a) Where a registered individual or corporate body

fails neglects or refuses to file an application for
renewal of registration within the time stipulated
above, its certificate of registration shall be
summarily withdrawn after a 14 day period of
grace.

(b) Where the certificate of registration of a
registered individual or corporate body is
suspended, the Commission shall publish such
suspension in two National Daily Newspapers or
Federal Government Gazette or electronic
media.

Where a registered individual or corporate body fails to
meet the requirements for renewal of registration, the
Commission shall give written natification of its intention
to deny or refuse renewal of registration and such
individual or corporate body shall be given an
opportunity to be heard.

(a) any person subject to this rule shall within 7
days upon receipt of the notice required under
paragraph (5) above, file a sworn statement
including any document that may be necessary
showing reasons for its inability to meet the
renewal requirements.

(b) Upon receipt of the sworn statement and any
accompanying document the Commission shall
within 14 days communicate its decision to the
person concerned.

Any person who fails to comply with the provisions of
these rules shall in addition to the normal renewal fee be
liable to a late filing fee as specified in schedule Il to
these Rules and Regulations and or/any other
disciplinary action as may be deemed appropriate by the
Commission.
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1)

(2)

3)

(4)

1)

Rule 20
Withdrawal from Reqistration

€)) a notice of withdrawal from registration as a
market operator or from a registered function
pursuant to the Act shall be filed on FORM SEC
8 as provided in Schedule 3 to these Rules and
Regulations.

(b) Notice of withdrawal from registration of
securities shall be filed on Form SEC 8A as
provided in schedule 3 to these Rules and
Registrations.

Except as hereinafter provided, a notice to withdraw
from registration shall become effective on the 60th day
after filing thereof with the Commission or within such
shorter period of time as the Commission may
determine.

Notwithstanding the provisions of (2) above, a notice of
withdrawal from registration filed after a registration
certificate has been issued shall not become effective,
until the original certificate of registration is returned to
the Commission for cancellation.

If prior to the effective date of a notice of withdrawal from
registration, the Commission has initiated proceedings to
suspend or revoke the registration or to impose terms or
conditions upon such withdrawal, the notice of
withdrawal shall not become effective except at such
time and upon such terms and conditions as the
Commission may deem necessary in the public interest
or for the protection of investors.

Rule 21
Change of Status of Registrant

Where any sponsored individual resigns or for any other
reason leaves the employment of a sponsoring
corporate body, the corporate body shall notify the
Commission in writing within 5 working days from the
date of his leaving the employment.
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(@)

(3)

(4)

()

The corporate body shall within 30 days replace the
sponsored individual who has left its employment with
another officer by filing FORM SEC 2A accompanied by:

0] completed FORM SEC 2 from the new officer
being sponsored .

(i) a copy of the letter of resignation from its
previous sponsored individual

(iii) letter of termination from the company (where
applicable)
(iv) letter of acceptance of resignation from the

company. Provided that where the company still
has the required minimum number of sponsored
officers, it may not replace the officer who left its
service.

The officer in paragraph (2) shall comply with the
requirements of Rules 15 and 16.

Where a registered sponsored individual intends to
transfer to another registered corporate body, the
following shall be complied with by the affected
sponsored individual;

(a) notify the Commission in writing within 5 working
days from the date he resigns from his previous
employment.

(b) file FORM SEC 2B within 14 days of assumption
of duty by the affected sponsored individual
accompanied with :

0] a copy of letter of employment issued by the
present employer.

(i) a copy of letter of acceptance of resignation
from the previous employer.

Any person who fails to comply with the provisions of
this regulation shall be liable to a late filing fee of
N500.00 for everyday that the default subsists and shall
have its registration summarily suspended if the period
of default exceeds 90 days.
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A3 REGISTRATION OF SECURITIES EXCHANGES,

CAPITAL TRADE POINTS AND OTHER SELF
REGULATORY ORGANIZATIONS (SRO)

Rule 22

REGISTRATION OF SECURITIES EXCHANGES

Registration Reguirements

1)

Application for registration as Securities Exchange shall
be filed on FORM SEC 5 as provided in Schedule 3 to
these Rules and Regulations and shall be accompanied

by:

(i)

(ii)

(iii)

(iv)

v)

(Vi)

(Vi)

copy of the certificate of incorporation certified
by the Corporate Affairs Commission (CAC).
Where a copy not certified is filed, the applicant
shall present the original copy for sighting by an
authorised officer of the Commission.

2 copies of the Memorandum and Articles of
Association and amendments (if any) certified by
the CAC

latest copy of audited accounts or statement of
Affairs signed by its auditors

2 copies of existing or proposed bye-laws or
rules, code of conduct, code of dealing etc which
are referred to as “Rules of the Exchange”.

2 copies of the listing requirements of the
Exchange

sworn undertaking to promptly furnish the
Commission with copies of any amendments to
the rules of the Exchange and the listing
requirements:

information relating to market facilities
including:

€) Trading floors/facilities
(b) Quotation board
(c) Information board/ticker tape
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(@)

3)

(viii) detailed information about the trading system to
be adopted

(ix) Information as to its organization including
structure and profile of members of its
council/board as well as rules and procedures;

x) instruction and inspection manual of members
activities;
(xi) detailed information about the promoters and

principal officers of the Exchange;

(xii) Sworn undertaking to keep such records and
render such returns as may be specified by the
Commission from time to time.

(xiii) Sworn undertaking to comply with and to
enforce compliance by its members with the
provisions of the Act and these rules and
Regulations .

(xiv)  an application for registration of at least three (3)
principal officers of the Exchange on FORM
SEC 2.

(xv) minimum paid up capital requirement of N500
million

(xvi)  any other document required by the Commission
from time to time for the protection of investors.

The Commission may not register an Exchange nor
allow its registration to remain in force if the rules of the
Exchange do not provide for expulsion, suspension or
discipline of members for conduct or procedure
inconsistent with just and equitable principles of the
trade.

The Commission shall within 60 days after the filing of
an application pursuant to the Act and these Rules and
Regulations make known its decision to either grant or
after appropriate notice and opportunity for hearing,
deny registration to an Exchange, unless the application
is withdrawn by the applicant.
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(4)

a notice under paragraph (3) of this Regulation shall
contain the reasons and grounds upon which the
Commission is considering not to register an Exchange
and shall stipulate the time (not being less than 14 days
from the receipt of the notice) within which
representations may be made to the Commission in
respect thereof. The notice shall stipulate the time and
place of the hearing referred to in paragraph (3).

Rule 23
REGISTRATION OF NATIONAL ASSOCIATION OF

SECURITIES DEALERS

Registration Reguirements

1)

An application for registration as an association or body

of securities dealers shall be made on FORM SEC 5A

contained in schedule 3 to these Rules and Regulations

accompanied by:

0] copy of the Certificate of Incorporation certified
by the Corporate Affairs Commission (CAC).

(i) two copies of the Memorandum and Articles of
Association certified by the CAC.

(iii) latest copy of audited accounts or statement of
affairs signed by its auditors

(iv) copy of existing or proposed bye-laws or rules,
code of conduct, code of dealing etc.

(v) Sworn undertaking to promptly furnish the
Commission with copies of any amendments to
the rules of the Association.

(vi) Information relating to market facilities including:
a) computerization and telephone systems
b) guotation board
C) information board/ticker tape

(vii) detailed information about the trading system to
be adopted ;
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(2)

(1)

(Vi)

(viii)

(ix)

)

(xi)

(xi)

(xiii)

(xiv)

Information as to its organization including
structure and profile of members of its
Council/Board as well as rules and procedures.

instruction and inspection manual of members
activities.

detailed information about the promoters and
principal officers of the Association.

sworn undertaking to keep such records and
render such returns as may be specified by the
Commission from time to time

undertaking to comply with and enforce
compliance by its members with the provisions
of the Act and these Rules and Regulations

Application for registration of at least three
principal officers of the Association on FORM
SEC 2.

minimum paid up capital requirement of N300
million

any other document required by the Commission
from time to time.

Rule 32 (2), (3) and (4) shall apply in case of denial or
suspension of registration of Association.

Rule 24

REGISTRATION OF CAPITAL TRADE POINTS

Reqgistration Requirements

An application for registration as a Capital Trade point
shall be made on FORM SEC 5B contained in schedule
3 to these Rules and Regulations accompanied by:

(i)

copy of the certificate of incorporation certified
by the Corporate Affairs Commission (CAC).
Where a copy not certified is filed the applicant
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(ii)

(iii)

(iv)

v)

(Vi)

(vii)

(viii)

(ix)

)

(xi)

(xii)

shall present the original copy for sighting by an
authorised officer of the Commission.

two copies of the Memorandum and Articles of
Association certified by the CAC.

latest copy of audited accounts or statement of
affairs signed by its auditors.

two copies of existing or proposed bye-laws or
rules, code of conduct, code of dealing etc.

two copies of the listing requirements of the
capital trade point

sworn undertaking to promptly furnish the
Commission with copies of any amendment to
the rules of the Capital Trade point and the
listing requirements.

Information relating to market facilities including:

a) Trading floors/facilities
b) Quotation Board
C) Information Board/ticker tape

detailed information about the trading system to
be adopted

information as to its organization including
structure and profile of members of its
council/Board as well as rules and procedures

Instruction and inspection manual of members
activities

detailed information about the promoters and
principal officers of the capital trade point

sworn undertaking to keep such records and

render such returns as may be specified by the
Commission from time to time.
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(@)

(xiii)

(xiv)

(xv)

(xvi)

sworn undertaking to comply with and enforce
compliance by its members with the provisions
of the Act and these Rules and Regulations.

an application for registration of at least three(3)
principal officers of the Capital Trade point on
FORM SEC 2.

minimum paid up capital requirement of N200
million

Any other document required by the
Commission from time to time.

Rules 22 (2), (3) and (4) shall apply in case of denial or
suspension of registration of a Capital Trade point.

Rule 25

REGISTRATION OF SECURITIES CLEARING AND,

A.

SETTLEMENT AGENCY
Registration Reguirements

An application for registration of securities clearing
settlement depository and custodial agency shall be
made on FORM SEC 5C contained in schedule 3 to
these Rules and Regulations and accompanied by:

(i)

(i)

(i)

(iv)

v)

copy of certificate of incorporation certified by
the Corporate Affairs Commission. Where a
copy not certified is filed, the applicant shall
present the original copy for sighting by an
authorised officer of the Commission.

two copies of the Memorandum and Articles of
Association certified by the CAC;

latest copy of audited accounts or Statement of
Affairs signed by its auditors;

two copies of existing or proposed rules and
regulations, code of conduct ;

sworn undertaking to promptly furnish the
Commission with copies of any amendment to
the rules of the clearing agency;
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(vi) information relating to clearing facilities
including:

(a) computerization/Back up facilities
(b) telephone and other electronic facilities

(vii) information relating to settlement facilities
including

@) Settlement procedure

(viii) information relating to Internal control measures
in respect of access to demobilized materials
and the strong room.

(ix) soft ware maintenance agreement
(x) fidelity Bond representing 25% of paid up capital

(xi) sworn undertaking to keep such records and
render such returns as may be specified by the
Commission from time to time.

(xii) sworn undertaking to comply with and enforce
compliance by its members with the provisions of
the Act and these Rules and Regulations

(xiii) an application for registration of at least three (3)
principal officers of the agency on FORM SEC 2.

(xiv)  Information as to the organization of the agency
including the organizational and shareholding
structure, profile of promoters, members of the
council/Board, principal officers as well as rules
and procedures.

(xv) minimum paid up capital requirement of N500
million

(xvi)  Any other document required by the
Commission from time to time.
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2. Rules 22 (2), (3) and (4) shall apply in case of
denial or suspension of registration of an
agency

Rule 26
REGISTRATION OF DEPOSITORY
Registration Requirements

Rule 27
REGISTRATION OF CUSTODIAL AGENCY
Registration Requirements

A4 REGISTRATION OF CAPITAL MARKET OPERATORS

Rule 28
The following Capital Market Operators are subject to
registration by the Commission:

Issuing House/Merchant Bankers
Underwriters

Broker/ Dealer

Sub-Broker

Jobber

Share transfer Agent

Banker to an Issue/Receiving Banker

Registrars

© © N o 0~ wDd -

Trustees

-
©

Investment Advisers (Corporate and Individuals)

=
=

Fund/Portfolio Managers

=
N

Rating Agencies

=
w

Capital Market Consultants

Rule 29.
Registration of Issuing Houses
Registration Requirements:

(2) An application for registration as an Issuing House shall
be filed on FORM SEC 3 contained in schedule 3 to
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these Rules and Regulations and shall be accompanied

by:

0] A minimum of 3 sets of duly completed FORM
SEC 2 to be filed by the sponsored individuals.

(i) Copy of certificate of incorporation certified by
the CAC. Where a copy not certified is filed, the
applicant shall present the original copy for
sighting by an authorised officer of the
Commission.

(iii) Copy of Memorandum and Articles of
Association certified by the CAC which shall
include among others the power to act as
issuing house.

(iv) Copy of FORM COY certified by the CAC.

(v) Copy of latest audited accounts or audited
statement of affairs for companies in operation
for less than one year.

(vi) Profile of the company.

(vii) Fidelity Bond representing 25% of paid up
capital.

(viii) Sworn undertaking to keep proper records and
render returns.

(ix) Evidence of minimum paid up capital of N40m.

(x) Any other document required by the
Commission from time to time.

(2 The head of the issuing house activities must have

practical experience in the packaging of public issues.

Rule 30

REGISTRATION OF UNDERWRITERS

Registration Requirements:

Q) Where a corporate body not registered as an Issuing
House intends to be registered as an underwriter, it shall
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file FORM SEC 3 as contained in schedule 3 to these
Rules and Regulations and shall be accompanied by:

0

(ii)

(i)

(iv)
v)

(vi)

(vii)
(viii)

(ix)

)
(xi)

a minimum of 2 sets of duly completed FORM
SEC 2 to be filed by the sponsored individuals;

Copy of certificate of incorporation certified by
the CAC. Where a copy not certified is filed, the
applicant shall present the original copy for
sighting by an authorised officer of the
Commission.

Copy of Memorandum and Articles of
Association certified by the CAC which shall
among others include power to act as
underwriters in the capital Market;

Copy of FORM CO7 certified by the CAC;

Sworn undertaking to abide by the
Commission’s rules and regulations;

Copy of latest audited accounts or audited
statement of affairs for companies in operation
for less than one year;

Profile of the company;

Fidelity Bond representing 20% of paid up
capital (where underwriter is an insurance
company, the Fidelity Bond shall be issued by
another insurance company acceptable to the
Commission;

Sworn undertaking to keep proper records and
render returns;

Evidence of minimum paid up capital - N4AOm

Any other document or information required by
the commission from time to time.
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Rule 31

REGISTRATION OF BROKER/DEALERS AND JOBBERS

Registration Requirements:
BROKER/DEALER

A.

1.

An application for registration as broker dealer shall be
filed on FORM SEC 3 contained in schedule 3 to these
Rules and Regulations and shall be accompanied by:

(i)

(if)

(i)

(iv)
v)

(Vi)

(vii)

(viii)

(ix)

A minimum of two sets of completed FORM
SEC 2 to be filed by the sponsored individuals;

A copy of certificate of incorporation certified by
the Corporate Affairs Commission (CAC); Where
a copy not certified is filed, the applicant shall
present the original copy for sighting by an
authorised officer of the Commission.

A copy of Memorandum and Articles of
Association certified by the CAC which among
others shall include the power to act as
Broker/dealer;

A copy of FORM CO07 certified by the CAC;

Copy of latest audited accounts or audited
statement of affairs for companies in operation
for less than one year;

Profile of the company covering among others
brief history of the company organizational
structure, shareholding structure, principal
officers etc. (See FORM SEC 3 for details);

Fidelity Bond representing 20% of paid up
capital;

Sworn undertaking to keep proper records and
render returns;

a copy of the Dealership certificate of the

authorized dealing clerk being sponsored by the
applicant;
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B

(x) Evidence of minimum paid up capital of N20m;

(xi) Any other information or document that may be
required by the Commission from time to time.

Every broker or dealer who files an application for
registration on form SEC 3 as the case may be shall file
with such application in duplicate a statement of financial
condition in such details as will disclose the nature and
amount of assets and liabilities and the worth of such
broker or dealer as of a date within 60 days of the date
on which the statement is filed.

Securities owned by such broker or dealer or in which
the broker or dealer has an interest shall be listed in a
separate schedule and valued at the current market
price .

The schedule of securities furnished, as a part of the
statement of financial condition shall be deemed
confidential.

Nothing contained in these Rules and Regulations shall
derogate from the rules of any securities exchange,
which give customers of a member, broker or dealer the
right to obtain information relative to these financial
conditions.

JOBBERS

Regqistration Requirements

The provisions of rule 31 (a) above shall apply

Rule 32
REGISTRATION OF SUB-BROKERS

Reqgistration Reguirements

1.

An application for registration as sub-broker shall be

filed by the applicant on Form SEC 2C as contained in

schedule 3 to these Rules and Regulations and

accompanied by:

0] a completed Form SEC2 for any sponsored
individual (where application is by a corporate
body);



(ii)

(iii)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

)

(xi)

a copy of the certificate of incorporation or
registration of business names (where
applicable) certified by the Corporate Affairs
Commission (CAC). Where a copy not certified
is filed, the applicant shall present the original
copy for sighting by an authorised officer of the
Commission.

a copy of the memorandum and articles of
Association (where applicable)certified by
the Corporate Affairs Commission which
among others shall include the powers to act
as sub-broker.

A copy of FORM CO07 (where applicable)
certified by the CAC,;

Copy of latest audited accounts or audited
statement of affairs for companies in operation
for less than one year;

Profile of the company covering among others
brief history of the company organizational
structure, shareholding structure, principal
officers etc. OR where the applicant is an
individual, a detailed curriculum vitae shall be
filed,

Fidelity Bond representing 20% of paid up
capital (applicable to corporate bodies only);
Sworn undertaking to keep proper records and

render returns;

a copy of a sworn statement of guarantee from
the sponsoring Broker/dealer

Evidence of minimum paid up capital of N2m
(applicable to corporate bodies only);

Any other information or document that may be
required by the Commission from time to time.
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Rule 33

REGISTRATION OF BANKER TO AN

ISSUE/RECEIVING BANKER.

Registration Requirements

1.

An application for registration as Banker to an
Issue/Receiving Banker shall be made an Form
SEC 3 contained in schedule 3 to these Rules
and Regulations and shall be accompanied by:

(i)

(ii)

(i)

(iv)

v)

(Vi)

(vii)

a minimum of two sets of completed
Form SEC 2 to be filed by the
sponsored individuals;

a copy of the certificate of incorporation
certified by the Corporate Affairs
Commission. Where a copy not certified
is filed, the applicant shall present the
original copy for sighting by an
authorised officer of the Commission.

a copy of memorandum and Articles of
Association of the applicant certified by
the Corporate Affairs Commission which
shall among others include the powers
to perform the functions of Banker to an
Issue and Receiving bank

copy of the latest audited accounts or
audited statement of Affairs for banks in
operation for less than one year

Profile of the bank covering among
others, its history, organisational
structure, shareholding structure,
principal officers’ type of services
rendered and details of past and present
activities;

fidelity bond issued by the Nigeria
Deposit Insurance Corporation
(NDIC)

evidence of compliance with the
minimum paid up capital as stipulated
by the Central Bank of Nigeria;
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(viii) a copy of Form CO7 certified by the
Corporate Affairs Commission;

(xv) full address of Head office and
Branches (if any);

x) sworn undertaken to keep proper
records and render returns as stipulated
by the Commission;

(xi) sworn undertaken to abide by the
Investments and Securities Act 1999
and the rules and regulations of the
Commission;

(xii) any other information or documents that
may be required by the Commission
from time to time.

Rule 34

REGISTRATION OF REGISTRARS AND SHARE

TRANSFER AGENTS

Reqistration Requirements

(1)

An application for registration as a Registrar shall be
filed on FORM SEC 4 contained in schedule 3 to these
Rules and Regulations and shall be accompanied by:

@

(ii)

(i)

(iv)

a minimum of 2 sets of duly completed FORM
SEC 2 to be filed by the sponsored individuals;

copy of memorandum and Articles of
Association of the company certified by the CAC
which shall among others include the power to
act as Registrar;

copy of certificate of incorporation certified by
the CAC. Where a copy not certified is filed, the
applicant shall present the original for sighting
by an authorised officer of the Commission.

copy of FORM CO07 certified by the CAC;
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(v) copy of latest audited accounts or statement of
affairs for companies in operation for less than
one year;

(vi) fidelity Bond representing 20% of paid-up
capital;

(vii) sworn undertaking to keep proper records and
render returns;

(viii) Information on facilities including:

a) Fire proof cabinet
b) filing cabinets
C) Registers
d) Information System and other back-up
facilities.
(ix) Information relating to the following:
a) Control measures to ensure access to

facilities by only authorized persons.

b) proposed clients
x) Evidence of minimum paid up capital - N10m;
(xi) Any other document or information required by

the Commission from time to time.

Rule 35
REGISTRATION OF TRUSTEES

Reqistration Requirements

1)

An application for registration as Trustee shall be filed on
FORM SEC 4A and shall be accompanied by:

0] a minimum of 2 sets of completed FORM SEC 2
to be filed by the sponsored individuals;

(i) copy of Memorandum and Articles of
Association of the company certified by the CAC
which shall among others include the power to
act as trustees;

48



(i)

(iv)
v)

(Vi)

(vii)

(viii)

(ix)

copy of certificate of incorporation certified by
the CAC. Where a copy not certified is filed, the
applicant shall present the original for sighting
by an authorised officer of the Commission.

copy of Form CO7 certified by the CAC

latest copy of audited accounts or statement of
affairs for companies in operation for less than
one year.

fidelity Bond representing 10% of the paid up
capital

sworn undertaking to keep proper records and
render returns.

evidence of minimum paid-up capital of N10m
provided that where the applicant is an
Insurance company it shall maintain the
minimum paid up capital of N4O m as prescribed
by the Insurance Act 1997.

any other document or information required by
the Commission from time to time.

One of the sponsored individuals shall be a lawyer
experienced in Trusteeship function.

Rule 36

REGISTRATION OF INVESTMENT ADVISERS

(CORPORATE AND INDIVIDUALS)

CORPORATE INVESTMENT ADVISER

Reqistration Reqguirements

)

The provisions of rule 35 shall apply with
necessary modifications.

Evidence of minimum paid up capital of N2m
should be provided
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2. INDIVIDUAL INVESTMENT ADVISER

Reqistration Requirements

An application for registration as an individual
investment adviser shall be filed on FORM SEC 2 as
provided in Schedule 3 of these Rules and Regulations
and shall be accompanied by the following:-

0] certified copy of certificate of registration of
business name (where applicable);

(i) sworn undertaking to comply with the provisions
of the Act and these Rules and Regulations as
may be required from time to time by the
Commission;

(iii) evidence of minimum net worth of N100,000.
Rule 37

REGISTRATION OF FUND/PORTFOLIO MANAGERS
Reqistration as Fund/Portfolio Manager

An application for registration as Corporate Investment Adviser
and Fund/Portfolio Manager) shall be filed on FORM SEC 3 and
shall be accompanied by:

0] 2 Sets of completed FORM SEC 2 to be filed by the
sponsored individuals;

(i) a copy of certificate of incorporation certified by the
CAC.

Where a copy not certified is filed, the applicant shall
present the original for sighting by an authorised officer
of the Commission.

(iii) a copy of Memorandum and Articles of Association
certified by the CAC which shall among others include
power to act as Fund/Portfolio Manager;

(iv) a copy of FORM CO07 certified by the CAC,;

(v) copy of latest audited accounts or audited statement of

affairs for companies in operation for less than one (1)
year;
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(vi)
(vii)

(viii)

fidelity Bond representing 20% of paid up capital

sworn undertaking to keep proper records and render
returns;

evidence of minimum paid up capital - N10 million.

Rule 38.
REGISTRATION OF RATING AGENCY

For the purpose of these Rules and Regulations, a rating
agency shall be a private or public limited company,
incorporated in Nigeria under the Companies and Allied
Matters Act 1990.

Foreign financial intermediaries/companies may own
and operate a rating company incorporated in Nigeria.
A company in Nigeria applying as a rating agency may
be affiliated to a foreign rating company. However the
following information shall be supplied:

0] evidence of registration of such company in the
foreign country

(i) Profile of company and principal officers

(iii) audited accounts of the company;

(iv) affiliation agreement between the Nigerian

company and the foreign company

Registration Requirement
An application for registration as a Rating Agency shall
be filed in FORM SEC 3A and shall be accompanied by:

0] a minimum of 2 sets of completed FORM SEC 2
to be filed by the sponsored individuals;

(i) a copy of the certificate of incorporation certified
by the Corporate Affairs Commission;

(iii) a copy of the Memorandum and Articles of
Association certified by the Corporate Affairs
Commission and which shall among others,
include the power to act as a rating agency;

(iv) a copy of FORM CO07 certified by the Corporate
Affairs Commission;
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v)

(Vi)

(vii)

(viii)

(ix)

)

(xi)

a copy of latest audited accounts or audited
statement of affairs for companies in operation
for less than one year.

profile of the company covering among others,
brief history of the company, organizational
structure, shareholding structure, principal
officers and detailed information about the
promoters ;

application for registration of a minimum of two
sponsored individuals one of whom shall be the
Chief Executive Officer.

The two principal officers of the rating agency
who shall be registered as sponsored officers
must have a minimum of first degree or
professional qualification in accounting
economics, statistics or banking and finance
with not less than ten (10) years post
qualification experience;

existing or proposed bye-laws or rules,
guidelines and code of conduct;

details of rating criteria, methodology and
principles;

an undertaking to promptly furnish the
Commission with copies of any amendments to
its Memorandum and Articles of Association,
certified by the Corporate Affairs Commission,
code of conduct, guidelines etc within 14
working days of such alteration. Provided that a
certified copy of all relevant resolutions are
forwarded to the Commission within two days of
the passing of the resolutions;

sworn undertaking to keep such records and
render such returns as may be specified by the
Commission from time to time. Such returns
shall include among others:

@ name (s) of company/ securities/issue(s)
rated;
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(b) the rating given including any changes
in previous rating (if any); and

(c) rating methodology (including basic
assumptions)

(d) an appropriate application/registration
fee as determined by the Commission
from time to time.

(e) sworn undertaking that the rating
agency shall comply with the Act; the
rules and regulations under the
Companies and Allied Matters Act 1990
and any other relevant legislation(s).

4. The code of conduct for management and staff of the
agency shall include:

(@)

(b)

()

(d)

()

(f)

a provision prohibiting key officers of the rating
firm from investing in clients’ shares;

an undertaking to disclose to the Commission
any shareholding interest of 5% and above of its
directors and staff and their relatives in any
issue to be rated;

a provision specifying any relationship with
clients;

provision for disclosure of its Board of Directors’
interest in any of the rated issues;

a sworn undertaking that undue advantage
would not be taken of any unpublished price
sensitive information;

a provision on disciplinary measures for any
misconduct or non compliance by management
and staff.

5. sworn undertaking that every employee of an agency
shall display high standard of professionalism and
integrity in the conduct of his business.
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sworn undertaking that no rating would be carried out
where adequate, accurate and timely material
information had not been obtained.

a declaration that rating is an opinion and not a
professional investment advice.

evidence of minimum paid up capital of N20 m.

any other document or information required by the
Commission from time to time.

Rule 22(2) (3) and (4) shall apply in respect of denial or
suspension of registration.

Rule 39
Capital Market Consultants
The following professionals whose opinion directly
impact on capital market transactions are subject to
registration by the Commission:

0] Legal practitioners

(i) Accountants

(iii) Auditors

(iv) Engineers

(v) Estate valuers

(vi) any other professional that may be determined

by the Commission from time to time.

Registration Reguirements

An application for registration as a Capital Market Consultant
shall be filed as follows:

A CORPORATE BODIES (LIMITED LIABILITY COMPANIES)

1) .

)

registered corporate bodies shall file a set of Form
SEC3

the application by the corporate body shall be
accompanied by:

€)) set of duly completed Form SEC 3

(b) two sets of duly completed Form SEC 2 to be
filed by at least two partners who shall be
known as sponsored officers one of whom shall
be the principal partner
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(©)

(d)

()

(f)

(9)

(h)

0

curriculum vitae of the sponsored officers
including details of activities arranged in order of
time from secondary school till date;

a copy of the certificate of incorporation of
company certified by the Corporate Affairs
Commission. Where a copy not certified is filed,
the applicant shall present the original for
sighting by an authorised officer of the
Commission.

profile of the firm/company indicating details of
past and current activities

two copies of the Memorandum and Articles of
Association certified by the CAC

a signed copy of the audited account or audited
statement of affairs

full postal address of immediate past employer
of sponsored officers

sworn undertaking to keep proper records and
render returns as may be specified by the
Commission from time to time

minimum capital contribution of N2million.

The following shall be forwarded as evidence of

capital contribution:

0] Bank statement

(D) Audited Account OR Sworn Income and
Expenditure statement signed by the
principal partner.

FIRMS AND PERSONS DOING BUSINESS IN THEIR

TRUE NAMES

1)

application shall be made in form SEC 2
accompanied by the following:

€)) certified copy of certificate of business
name (where applicable)
(b) curriculum vitae of at least two partners

(known as sponsored officers including
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(@)

(3)

()

details of activities arranged in order of
time from secondary school till date;
(c) profile of the firm including details of
past and current activities ;
(d) a copy of the partnership deed (where

applicable);

(e) full postal address of immediate past
employer of sponsored officers.

) sworn undertaking to keep proper

records and render returns as may be
specified by the Commission from time
to time.

The consultant and the sponsored officers shall
be required to undergo police clearance and
submit a police clearance certificate before the
application is considered.

The consultant shall make a sworn statement
that the requirements of the Investments and
Securities Act have been complied with. Where
valuation of property is involved, the consultant
shall make a sworn statement that the
information contained in the valuation report is
true and accurate and in compliance with the
standard prevalent in the industry.

0] All sponsored officers of market
consultants are required to attach a
copy of evidence of payment of their
annual practising fee to the application.

(i)  professional indemnity insurance policy
shall be forwarded by the applicant.

Principal partners in a firm of Solicitors applying for
registration shall have a minimum of 5 years post
qualification experience while the other sponsored officer
shall have minimum of 2 years post qualification
experience.
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(A)

(B)

A5 REGISTRATION OF SECURITIES
Rule 40
TYPES OF REGISTRABLE SECURITIES

All securities offered through the following medium are
subject to registration by the Commission:

a) Offer for subscription

b) Offer for sale

C) Rights issue

d) Bonus issue

e) Private placement by public companies

f) Securities arising from conversion of company to
public limited company (PLC)

0) Debenture/loan stock

h) State and local governments bonds.

i) offer by introduction

Registration Requirements
1. A security shall be registered with the
Commission by the Issuer filing an application
on FORM SEC 6 as provided in schedule 3 to
these Rules and Regulations accompanied by:
0] a copy of resolutions by the General
meeting authorizing the offer and
certified by the Company secretary;

(i) 2 Copies of the Memorandum and
Articles of Association (including
amendments thereto) of the issuer
certified by the CAC,;

(iii) copy of Certificate of Incorporation
certified by the Company secretary.
Where a copy not certified is filed, the
original shall be presented for sighting
by an authorised officer of the
Commission;

(iv) signed copy each of audited accounts
for the preceding 5 years or number of
years for which the company has been
in operation (if less than 5 years);
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v)

(Vi)

(vii)

(viii)

(ix)

)

(xi)

2 copies each of the draft prospectus
and abridged prospectus;

2 copies of the draft Trust Deed where
applicable;

2 copies each of the draft underwriting
agreement and sub-underwriting
agreement where applicable;

vending agreement;

where there is more than one issuing
house, the agreement regulating the
relationship between the joint issuing
houses in respect of the offer shall be
filed with the Commission;

letters of consent given by the parties to
the issue, these should be sworn to
before a notary public. Where the
consent is contained in a power of
attorney, it should be executed and
stamped

any other document required by the
Commission under these Rules and
Regulations.

All securities required to be registered pursuant to the
Act shall be registered with the Commission by the
Issuer filing an application as in paragraph (1) above
and the application shall in addition contain information
to indicate the type and general character of the
securities including the following:

0] the nominal value, the rate of dividends if fixed
and whether cumulative or non-cumulative;

(i) a brief description of the preference shares if
any;
(iii) in the case of debts instruments, the rate of

interest, the date of maturity or if the issue
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matures severally, a brief indication of the serial
maturities;

(iv) if the payment of principal or interest is
contingent, an appropriate indication of such
contingency, a brief indication of the priority of
the issue and if convertible, a statement to that
effect;

(v) the organisational, financial structure and
nature of business of the company, including
any risk factors.

(vi) the directors, officers and underwriters if any,
and each security holder of record, holding more
than 5 percent of any class of any equity or
N50,000 in value whichever is higher;

(vii) the bonus and profit sharing arrangements;

(viii)  the management and service contracts;

(ix) write up from the Issuing House on the issue;
(x) schedule of claims and litigation;

(xi) bridging loan agreement and schedule of other
material contracts where applicable;

(xii) evidence of property ownership or transfer;

(xiii) any other document or information required by
the Commission from time to time;

Where it is intended to list the security on the Securities
Exchange or with any association or body of security
dealers recognized by the Commission, the issuer shall
in addition to paragraphs (1) and (2) above file with the
Commission such copies of the duplicate and originals of
the application to the Securities Exchange, association
or body of security dealers and a certificate that an
application to the effect has been made.

The copies of the approved prospectus shall be signed
by the directors of the issuer and other parties to a public
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offer and together with other documents of offer, shall
be forwarded to the Commission for registration within
48 hours of the signing of the prospectus. Where a party
will not be available to sign the prospectus, he shall
execute a stamped power of attorney in favour of any
other available party to sign on his behalf. This shall be
filed with the offer documents.

Where the securities registered by the Commission
under this part will not be offered to the public within a
period of six months after the registration, the issuer
shall revert to the Commission for a revalidation of the
registration before it is offered to the public.

Any other material information.

Rule 41
COLLECTIVE INVESTMENT SCHEMES

UNIT TRUST

Requirements For Authorization:

€)) An application for authorization of a unit trust
scheme shall be filed by the manager on form
SEC 6A as provided in schedule 3 to these
Rules and Regulations and shall be
accompanied with:

0] 2 copies of draft prospectus;

(i) 2 copies of draft trust deed;

(iii) proposed portfolio mix and expected
yield

(iv) letters of consent from the prospective
parties to the scheme

(v) Two copies each of certificate of

incorporation and memorandum and
articles of association of the manager
certified by the CAC;

(vi) two copies each of certificate of
incorporation and memorandum and
articles of association of the trustee to
the scheme certified by the CAC,;

(vii) two copies of FORM CO07 of the
manager and trustee to the Scheme
certified by the CAC;
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(viii)  sworn undertaking to file evidence of
maintenance of separate Funds
Account in a reputable bank;

(ix) evidence that minimum paid-up capital
complies with the requirements of the
Commission as stipulated in these
Rules and Regulations;

(x) Any other material information;

(b) An application for registration of units of the
scheme shall contain such information as will
indicate the type and general characteristics of
the units including the following:-

0] The name under which the issuer is
doing or intends to do business and
address of its principal office;

(i) The name of the proposed scheme
(iii) date of commencement

(iv) investment objective of the scheme
(v) number of units proposed for issue
(vi) nominal value per unit

(vii) the name and addresses of the directors
or persons performing similar functions
and the Chief Executive, Financial or
Accounting officers of the issuer or of all
partners if the issuer is a partnership;

(viii)  the name and address of brokers to the
scheme

(ix) the names and addresses of all
persons, owning 5% and above of any
class of shares of the Issuer either on
record or beneficially as at the date of
filing of the application for authorization
of the scheme;

61



(©)

(d)

(x) the amount of the proposed units of the
issue to which any person specified in
paragraph, (vii), (viii), and (ix) have
indicated their intention to buy or
subscribe.

(xi) the general nature of the business
actually transacted or to be transacted
by the manager;

(xii) sworn undertaking to file monthly
reports and returns with the
Commission;

(xiii) any other information required by the
Commission from time to time.

An application for registration of subsequent or
additional units of an authorized scheme shall
be made on the prescribed form.

Functions of the Unit Trust Manager

The manager of a unit trust fund shall perform the
following functions:

(i)

(ii)
(i)
(iv)
(v)

(Vi)

(vii)
(viii)

select and manager the portfolio of investment in
accordance with the trust deed.

redemption and issue of units of the unit trust
scheme

maintenance of schedule of unit holders

preparation of periodic accounting records of
the scheme

keeping of the books of the scheme (excluding
books or documents relating to investment of the
scheme’s fund)

filing of monthly and other periodic
returns/reports with the Commission, trustees of
the fund, the Registrars and unit holders
organising the annual general meeting of the
scheme

sourcing for more leveraged fund where
permitted by the trust deed
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)

(3)

(iX) representing the interest of the scheme in both
the national and global market

(x) complying with the provisions of the investments
and Securities Act 1999, Trustee Investments
Act 1962 and the Trust deed.

INVESTMENT TRUST
The provisions of (1) above shall apply in respect of the
registration of an Investment Trust.

PENSION FUND
REQUIREMENT FOR AUTHORIZATION OF PENSION
FUND

An application for authorization of a Pension Fund shall
be filed by the manager on Form SEC 6A as provided in
schedule 3 the to rules and regulations and shall be
accompanied by:

i) Two (2) copies of information memorandum;

i) Two (2) copies of draft Trust Deed;

iii) Proposed portfolio mix and expected yield;

iv) Letters of consent from the prospective parties to the
fund;

V) Two (2) copies of certificates of Incorporation of the

managers of the fund;

Vi) Two (2) copies of the Memorandum and Articles of
Association of the managers of the fund, certified by
the Corporate Affairs Commission with a provision in
the object clause authorizing the manager to manage
funds;

Vii) Two (2) copies of Certificate of Incorporation of the
Trustee to the fund;

viii) Two (2) copies of the Memorandum and Articles of
Association of the Trustee to the fund, certified by the
Corporate Affairs Commission with a provision in the
object clause authorizing it to perform the function of
Trustees;
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iX)

Xi)

xii)

xiii)

xiv)
XV)
XVi)
Xvii)
xviii)

Xix)

XX)

XXi)

xXii)

Two (2) copies of Form CO7 of the manager and
Trustee to the fund respectively certified by the
Corporate Affairs Commission;

Sworn undertaking by the manager to file with the
Commission evidence of maintenance of fund
account separate from its own account in a reputable
bank;

Sworn undertaking by the manager of the fund to
keep and maintain proper books and records;

Sworn undertaking by the managers and Trustees to
abide by the provisions of the Trust Deed of the Fund;

Evidence that the minimum paid up capital of the
managers and the Trustees comply with the
requirements of the Commission as stipulated in the
rules and regulations;

The general nature of the manager’s business;

The name of the fund;

The Investment objective of the fund;

Amount of contribution to the fund;

Names of contributors to the fund;

Names and addresses of the directors or persons
performing similar functions and principal officers to
the contributors to the funds;

Names and addresses of persons owning 5% or more
shareholding in the contributing companies to the

funds;

Sworn undertaking to file monthly returns/reports with
the Commission;

Any other information required by the Commission
from time to time.



(4)

COMMUNITY SAVINGS

REQUIREMENTS FOR REGISTRATION OF COMMUNITY
SAVINGS SCHEME

1.

()

Every Community Savings Scheme shall have a
register, to be referred to as “Register of members”
where in the name and contributions of all members of
the fund shall be contained.

An application for registration of a community Savings
Scheme shall be made in the prescribed form and
accompanied with the following:

a) name of the scheme;

b) number of members;

C) location;

d) total contribution/whether open or close ended,;

e) name and address of members of Board of
Trustees;

f) description of how the fund is invested,;

0) date of commencement of operation;

h) evidence of the corporate status of the manager

that is whether registered as a partnership or a
limited liability company;

i) sworn undertaking to promptly furnish the
Commission with its quarterly returns and to
maintain proper books of records as may be
prescribed by the Commission from time to time

A community savings scheme shall be operated within
the community where the promoter and participants
reside.

The size of the fund or total amount contributed by
participants to such scheme should not exceed N1
million.

ESUSU SCHEME

REQUIREMENTS FOR REGISTRATION OF ESUSU

SCHEME

1. An application for registration of Esusu Scheme
shall be made in the
prescribed form and accompanied with the
following:
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(1)

(2)

(a)

name of the scheme;

(b) number of members;

(c) location of the scheme;

(d) total contribution (whether open or close
ended);

(e) names and addresses of promoters of
the scheme;

) description of how the fund is invested,;

(9) date of commencement of operation;

(h) evidence of the corporate status of the
manager of the scheme that is whether
registered as a partnership or business
name or a limited liability company

0] sworn undertaking to promptly furnish
the Commission with its quarterly
returns.

2. Every Esusu Scheme shall maintain a register to

be referred to as “ Register of members”
wherein the names and contribution of all
members of the scheme shall be contained.

3. promoters and participants should be from the
same locality where they reside and or do
business or work

4, The size of the fund or total amount contributed
by participants should not exceed N500,000

A6

POST REGISTRATION COMPLIANCE

REQUIREMENTS FOR CAPITAL MARKET

OPERATORS

Rule 42

Membership of Self Requlatory Organization (SRO)

In addition to registration with the Commission, a broker
or dealer is required to be a member of one or more
Self Regulatory Organization (SRO)

Where the broker or dealer effects transactions solely on
a Securities Exchange of which it is a member, that
exchange is the appropriate SRO
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3)

(4)

(1)

(2)

1)

(2)

3)

(4)

A broker or dealer shall be a member of an Association
of Securities Dealers to effect transactions in an Over-
The Counter Market.

Where the broker or dealer effects transactions on any
exchange and Over-The Counter Market, the
appropriate Self Regulatory Organization shall be the
Exchange and the Association of Securities Dealers.

Rule 43

Code Of Conduct
All registered persons shall comply with the
Commission’s Rules on orderly, fair and equitable
dealings in securities  and ensure that they maintain
proper standards of conduct and professionalism in
securities business. They shall also comply with the
code of conduct for market operators approved by
the Commission.

All registered persons shall display the certificate of
registration issued by the Commission at the reception of
their officers.

Rule 44
Finger printing

Every partner, officer, director, chief executive and
sponsored individual shall be cleared by the police at the
central criminal registry

Such person shall in the presence of an authorised
officer of the Commission make his thumb impression on
the prescribed form for the purpose of the police
clearance;

All promoters and directors of the registrant shall file
their Personal and Physical Data in the prescribed form;

An adverse report shall be a ground for:
0] denial of registration;
(i) Withdrawal of registration where the

Commission granted registration without
knowledge of such adverse reports.
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1)

()

3)

(4)

1)

Rule 45
Fidelity Bond

Every registered corporate body shall provide and
maintain a bond which shall be issued by an insurance
company acceptable to the Commission against
theft/stealing, fraud or dishonesty, covering each officer,
employee and sponsored individual of the company.

The bond shall provide that it shall not be cancelled,
terminated or modified except after written notice shall
have been given by one party to the other party and to
the Commission not less than 60 days prior to the
effective date of cancellation, termination or modification.

The bond shall be in such reasonable form and amount
as the fiduciary duties of the officer, employee or
sponsored individual require but with due consideration
to all relevant factors including but not limited to the
value of the aggregate assets of the registered corporate
body to which any officer, employee or sponsored
individual may have access, the type and terms of the
arrangements made for the custody and safekeeping of
such assets and the nature of the securities in the
company'’s portfolio, PROVIDED however that the
minimum amount of the bond shall be as prescribed by
the Commission from time to time.

Every registered corporate body shall:

0] file with the Commission within 5 days after the
making of any claim under the bond a statement
of the nature and amount of the claim;

(i) file with the Commission within 5 days of the
receipt thereof, a copy of the terms of the
settlement of any claim made under the bond;

Rule 46
Inspections

A registered person shall be subject to inspection by the
Commission for compliance with regulatory requirements
within one month of registration.
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(@)

3)

(1)

(2)

The Commission may after the inspection in paragraph
(1) above inspect any registered person on a periodic
basis.

Books, records and any other information required shall
be made available by every registered person to the
Commission without notice within a reasonable time.

Rule 47
Required Books, Records and financial Reports

All registered persons shall keep and maintain all books
records and financial reports required under the Act and
these Rules and Regulations.

All such books, records and financial reports shall be
maintained and preserved in a readily accessible place
for a period of not less than 5 years from the end of the
year during which the last entry was made on such
record, the first 2 years in an appropriate office of the
registered person.

Rule 48
Net Capital Reqguirement

All registered persons shall maintain the prescribed minimum
paid-up capital and are required to have at all times sufficient
liquid assets to cover their current indebtedness.

Rule 49

Changes in Information at the time of Reqgistration.

All registered persons shall file with the Commission the
following information:

(i)

(ii)

any major changes in the company that could affect the
information filed in respect of the company'’s registration
which at the time of registration was not known. This
shall be filed in the appropriate form;

annual audited accounts of the company not later than 6
months from the end of the accounting year.
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PART B
REGULATION OF DISTRIBUTION OF SECURITIES
Bl PUBLIC OFFER

Rule 50
Filing of Registration Statement ((OFFER DOCUMENTS)

The registration statement for the distribution of securities shall
be filed by the issuer or the issuing house and shall conform with
the requirements of the Act and Rule 38 or 39 or 40 as the case
may be or with any other requirement prescribed by the
Commission.

Rule 51
Prohibition of sale
(1) It is an unlawful act for any person to offer for sale or to
buy or sell securities which are subject to the provisions
of the Act or these Rules and Regulations:-

0] before the issuer has filed a registration
statement with the Commission; or

(i) after the registration statement has been filed
but before it is cleared by the Commission; or

(iii) after the Completion Board meeting but before
the issue is authorized to open except in the
following circumstances:

€)) preliminary negotiations or actual
agreement between the issuer and the
underwriter
(b) oral offers not made to the public
(c) notices of proposed offering
(2) Any person who acts in contravention of the provisions

of this regulation shall be guilty of an offence and liable
to a penalty of N5,000 for every day the default persists
and may in addition be subject to any sanction or action
which the Commission deems necessary for protection
of investors.
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Rule 52
Notice of proposed offering:

For purposes only of this part, a notice given by an issuer that it
proposes to make a public offering of securities to be registered
under the Act shall not be deemed to be an offer of securities for
sale if such notice states that the offering will be made only by
means of a prospectus and contains no more than the following
additional information:

(1)

(2)

(i)
(ii)

(i)

(iv)

the name of the issuer;

the title, amount and basic terms of the
securities proposed to be offered, the
anticipated time of the offering and the purpose
of the offering;

in the case of a rights offering, the class of
shareholders which will be entitled to subscribe
to the securities proposed to be offered, the
subscription ratio, date, terms and price at which
the proposed rights are to be offered;

in the case of an offering of securities in
exchange for other securities of the issuer or of
another issuer, the name of the issuer and the
title of the securities to be surrendered in
exchange for the securities to be offered and the
basis upon which the exchange may be made.

Rule 53

Form, Size, number, etc of Prospectus

Every prospectus filed with the Commission as part of

the registration statement shall be in duplicate, not larger

in size than A4 papers and in printed form.

The information required in a prospectus shall follow the
order required in Rule 53 and Rule 54 and thereatfter it

need not follow any particular order provided that the
information is set forth in such a manner as not to
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3)

obscure any of the required information necessary to
keep the required information from being incomplete or
misleading.

Information set forth in a prospectus shall be presented
in a clear, concise English language and under
appropriate captions or headings reasonably indicative
of the principal subject matter set forth thereunder.

Rule 54
Date of Prospectus

Every prospectus shall be dated on the front cover and the date
shall not be earlier than the date of the completion board
meeting.

1)

(@)

Rule 55
Statement required in Prospectus

There shall be set forth among other information on the
front cover of every prospectus the following statement
printed in red ink:

THIS PROSPECTUS AND THE SECURITIES, WHICH
IT OFFERS, HAVE BEEN REGISTERED BY THE
SECURITIES AND EXCHANGE COMMISSION. THE
INVESTMENTS AND SECURITIES ACT 1999
PROVIDES FOR CIVIL AND CRIMINAL LIABILITIES
FOR THE ISSUE OF A PROSPECTUS WHICH
CONTAINS FALSE OR MISLEADING INFORMATION.
THE REGISTRATION OF THIS PROSPECTUS AND
THE SECURITIES WHICH IT OFFERS DOES NOT
RELIEVE THE PARTIES OF ANY LIABILITY ARISING
UNDER THE ACT FOR FALSE OR MISLEADING
STATEMENTS OR FOR ANY OMISSION OF A
MATERIAL FACT IN ANY PROSPECTUS.

Every prospectus shall set forth on the page describing
the ‘Offer’ the following statements:

€)) a copy of this prospectus together with the
documents specified herein have been delivered
to the Securities and Exchange Commission for
registration.
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(3)

(4)

(b) this prospectus is issued under the provisions of
the Investments and Securities Act 1999 and in
compliance with the requirements of the Rules
and Regulations of the Securities and Exchange
Commission (“the Commission”) and the listing
requirements of the relevant Securities
Exchange and Over-The-Counter market for the
purpose of giving information to the public with
regard to the shares of the company;

(c) The Directors of the company collectively and
individually accept full responsibility for the
accuracy of the information given and confirm,
having made all reasonable enquiries, that to the
best of their knowledge and belief, there are no
facts, the omission of which would make any
statement herein misleading or untrue.

In addition to paragraph (2) above, state if the shares
being issued will rank pari passu in all respects with the
existing ordinary shares of the company.

State if application has been made to a Securities
Exchange/Over -The-Counter market for the listing of
and dealing in the shares of the company and if upon
admission of the shares to the official list whether the
shares will qualify as a security in which Trustees may
invest under the Trustee Investment Act (Cap 449) Laws
of the Federation of Nigeria 1990.

Rule 56
Contents of a prospectus

Every prospectus shall contain the information required by the
third schedule to the Investment and Securities Act 1999 and
shall in addition state the following information:

(i)

(ii)

the front cover shall state the name of the issuer, the
issuing house, their respective CAC registration
certificate (RC) numbers, the type of offer,
amount/number of shares being offered, the price and
amount payable in full on application;

a detailed table of contents in the forepart of the
prospectus showing the subject matter of the various
sections or subsections of the prospectus and the page
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(i)

(iv)

v)

(vi)

(vii)

(viii)

(ix)

number on which each such section or subsection
begins;

a summary of the offer stating the amount/number of
shares on offer, the offer price, purpose of the offer,
minimum application and multiples thereafter, forecast
earnings per share, forecast earnings yield at the offer
price, forecast price earnings ratio, forecast dividend per
share and forecast dividend yield; whether or not the
offer is underwritten and if there would be any
preferential allotment;

the offer stating the requirements of rules 52 (2) and 53,
the times of opening and closing of the offer, the share
capital of the company showing the authorized share
capital, issued and fully paid and the indebtedness of the
company, stating details of bridging loan if any;

names and addresses of the directors and their
respective shareholding and names and addresses of
other parties to the issue;

the Chairman’s letter/statement which should disclose
the history and business of the company, directors,
management and staff, premises, purpose of the offer,
profits, prospectus and dividends, working capital
adequacy and future developments of the company, and
any other material information;

historical financial information stating the accountant’s
report, accounting policies, balance sheets, profit and
loss accounts, statement of source and application of
funds and notes on the accounts;

letter from the reporting accountants reviewing the
audited accounts for the period; profit forecast and the
underlying assumptions;

statutory and general information stating date of
incorporation, registration number and share capital
history of the company, the principal shareholders,
directors’ interests, subsidiaries and associated
companies, extract from the articles of association,
claims and litigations, material contracts, consents,
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(x)
(xi)
(xii)
(xiii)

(xiv)

1)

()

documents available for inspection, underwriting and any
other material information;

procedure for application and allotment;
collecting agents;

the Receiving bank;

application form;

any other information required by the Commission from
time to time.

Rule 57

Abridged Prospectus
An abridged prospectus filed as part of registration
statement in accordance with this regulation shall be
deemed to be a prospectus for the purpose of the
Investments and Securities Act 1999 if it meets the
requirements of the Commission under this regulation
provided that:

0] at the time the registration statement is filed, an
application has been made to a recognized
securities exchange for the securities to be
listed;

(i) the Issuer proposes to raise more than N10
million where it intends to list its securities on the
main market and not more than N10 million
where it intends to list its securities on the
second-tier market.

Where it is not intended to list the securities on a
recognized securities exchange, an application shall be
made to the Commission for approval to use a statement
in lieu of prospectus for the offering in compliance with
the fourth schedule to the Act and the Rules and
Regulations of the Commission.
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(1)

Rule 58(A)
Contents of Abridged Prospectus
An abridged prospectus shall contain information, the
substance of which is contained in the prospectus and or
registration statement and shall contain the following
statements and information:

“A copy of this abridged prospectus with the documents
specified herein has been registered by the Securities
and Exchange Commission (SEC).

This abridged prospectus issued under the provisions o

the Investments and Securities Act1999 contain
particulars in compliance with the requirements of the
Commission and the listing requirements of the
relevant. Exchange for the purpose of giving information
to the public with regard to the shares of the company.

The Directors of the company collectively and
individually accept full responsibility for the accuracy of
the information given and confirm having made all
reasonable enquiries, that to the best of their knowledge
and belief, there are no facts, the omission of which
would make any statement herein misleading or untrue”

0] The dates of opening and closing of the offer
(i) Indebtedness of the company

(iii) History and business of the company

(iv) Parties to the issue

(v) Purpose of the offer

(vi) summary of financial information
(vii) Claims and litigations
(viii) Material contracts

(ix) Procedure for application and allotment (state if
there would be preferential allotment)
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(x) Collecting agents and Receiving Banker
(xi) Application form

(xiii)  Any other information required by the
Commission from time to time.

(2) All information contained in an abridged prospectus may
be expressed in such condensed or summarized form as
may be appropriate in the light of the circumstances
under which it is to be used.

(B) CONTENTS OF STATEMENT IN LIEU OF
PROSPECTUS

The statement in lieu of prospectus shall be in compliance with

schedule 4 of the Act.

Rule 59
Consent of parties

All written consents filed with the registration statement pursuant
to the Act and these Rules and Regulations shall be dated and
signed manually by the person giving consent. A corporate body
giving consent shall do so through duly authorized persons who
shall be a director, company secretary or persons acting in those
capacities with the seal of that body. Original copies of such
consent shall be filed with every application.

Rule 60
Opening and closing of offer

€)) An offer for subscription or for sale of securities to
public shall remain open for a period of 21 working days
from date of opening stated on the prospectus.

(b) In the case of a Right Issue, the offer shall remain open
for a period of 28 working days.

(c) Any application for extension of time of the offer period
under (a) or (b) above, shall be made to the
Commission at least 5 working days before the date of
closure of the issue as stated in offer document. No
offer under (a) or (b) shall continue beyond the closing
date unless prior written approval of the Commission is
obtained.
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Rule 61
Application Form

(2) The application form for the offer shall state the
minimum subscription to be made and shall contain
sufficient instructions to enable investors complete same

properly.

(2) Applications shall be rejected for any of the following
reasons and any allotments made contrary thereof shall
be null and void:

a) incorrect multiples of units

b) omission of signature

C) omission of company seal/RC No;

d) thumb print impression not witnessed

e) wrong amount

f) failure to write names in the correct order

0) printed signature

h) improper completion of application forms

i) name/signature erased

) omission of surname

k) incomplete address

) multiple applications

m) applications by persons below the age of 18
years

n) applications by nominees for non-eligible
persons

0) any other reasons which the Commission may

by rules prescribe from time to time

3. Photo/electronic copies of application forms shall be an
acceptable mode of application provided that all
instructions for completing the application form are
complied with and signed normally by the applicant.

Rule 62
Processing fee on applications
No receiving agent or capital market operator shall charge any
processing fee in respect of applications submitted by
subscribers in a public offer.
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Rule 63
Purpose of the offer

The prospectus shall disclose material details of the purpose of
the offer in order of priority and shall state an approximate
amount of the proceeds of the offer to be used in respect of each

purpose.
Rule 64
Proceeds of Issue
Q) The Issuing House (the Lead Issuing house if any) shall

ensure that all proceeds of an issue are deposited in a
separate interest yielding account opened for that
purpose with the receiving banker duly registered as a
capital market operator.

(@)

(b)

(©)

(d)

()

The name and address of the bank, which the
issuing house proposes to use, shall be
forwarded to the Commission for clearance
before such an account is opened.

The Chief Executive Officer of the Issuing house
and any other director shall be the signatories to
the account. The Issuing house shall notify the
Commission of any change in the signatories.

The particulars of the account shall be
forwarded to the Commission within seven (7)
days of the opening of the account.

No withdrawal shall be made from the account
except a lump sum representing the total cost of
issue in accordance with the terms of the
vending agreement and as disclosed in the
prospectus.

Where the Issuing house is not the receiving
banker, the Issuing house shall notify the bank
in writing upon opening of the said account, of
the authorised uses of the proceeds among
others, as well as forward to it, a copy of the
approved prospectus.

(2) After allotment, the Receiving Banker shall issue a
certified cheque representing the value of the securities
allotted including interest earned in the name of the
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(3)

(4)

(5)

(6)

issuer and in the case of over-subscription, another
certified cheque representing the value of the over-
subscription in the name of the Registrar, and deliver
same to the Issuing house the next working day after
clearance of the allotment proposal.

Such monies shall be delivered by the Issuing house to
the Registrar not later than 2 working days after
clearance of the allotment proposal.

€) All proceeds of the issue including underwriting
commitments shall be paid to the Issuer not later
than the next working day following the allotment
as approved by the Commission where the
Issuing house is also the Receiving Banker.

(b) In any case where the Issuing house is not the
Receiving Banker, proceeds of issue shall be
paid to the Issuer within 2 working days of
allotment.

All surplus monies shall be returned to the affected
subscribers by the Registrar within seven days of the
approval of the allotment proposal.

€) where the Issuer elects to utilise the surplus
monies, it shall be disclosed in the prospectus
stating the uses such fund would be put.

(b) The Registrar shall forward to the Commission
the following:
® statement of amounts received;
(ii) names and addresses of subscriber
whose application monies were returned
(iii) mode and evidence of despatch.

The Issuer is prohibited from using the proceeds of the
issue for purposes other than those stated in the
prospectus.

€) Where the issuing house or underwriter(s)

defaults in terms of the date of payment, the
Issuer shall be entitled to the proceeds plus
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(1)

(@)

(b)

accrued interest at the prevailing Nigeria Inter-
Bank Offer Rate (NIBOR).

Failure to remit proceeds of issue within the
period prescribed by the Commission in this rule
shall constitute unprofessional and unethical
conduct and a violation of the rules, which is
subject to fine and/or sanction.

Rule 65

Summary Report on completion of a public offer

The Issuing house shall within 21 days of approval of
allotment file with the Commission a summary report
containing among others, the following:

(@)
(b)

()

(d)
()

()
(9)

(h)

problems arising generally from the conduct of
the issue;

satisfactory compliance of parties with their
obligations under the issue;

workability of the timetable adopted by the
parties to the issue;

details regarding the return of surplus monies;

details and any evidence of despatch of share
certificates;

status of listing of the securities at the exchange;

details and evidence of payment of net proceeds
of issue to the Issuer.

Any other relevant information and
recommendation.

The Issuer and the Issuing house shall file with the
Commission not later than 90 days after clearance of
allotment reports on FORM SEC/QR/8 giving detailed
information on the utilization of proceeds of issue.
Evidence of such utilization shall be provided as
appendix to the report.
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Rule 66
Granting of Credit Facility/Bridging Loan

Q) Any credit facility granted the Issuer by the Issuing
house or any other party to the issue shall be deemed to
have been granted in the ordinary course of business
and no such credit facility shall be paid off from the
proceeds of the issue unless the Commission is notified
at the time of application for approval and such fact is
disclosed in the prospectus.

(2 In disclosing information on any facility or any bridging
loan, the following relevant documents among others,
should be filed with the application:

@ duly executed facility/loan agreement;
(b) collateral (if any);
(c) resolution authorising the facility/loan;

(d) CBN approval (where applicable).

Rule 67
Notification of rights offering

Rights Circular shall be sent to every shareholder and
publication of notice of rights shall be in at least 2 national daily
newspapers.

Rule 68
Allotment period

Allotment shall be done not later than 6 weeks after the close of
the issue unless the Commission on application from the issuer
deems it necessary in the interest of the public and for the
protection of investors to grant a written extension of time.

Rule 69
Basis of allotment

(1) Preferential allotment shall be agreed to by the
shareholders subject to the consent of the Commission
and shall be disclosed in the offer document for the
issue.
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(@)

(1)

()

(3)

(4)

(5)(0)

(ii)

(i)

In case of over-subscription, preference shall be given to
small investors applying for the specified minimum
subscription level and the higher the number of shares
applied for, the lower the percentage allotted.

Rule 70
Under-subscription

Under-subscribed/underwritten securities shall be
warehoused by the Issuing house and/or underwriters
and sold on the floors of the Securities Exchange within
six months after allotment.

Detailed information of such sales (including particulars
of purchasers and the number of shares acquired) shall
be filed with the Commission every quarter.

Where the securities are not disposed of within 6
months, quarterly returns shall be made to the
Commission in respect of the balance until the same is
fully disposed and such disposal shall be in accordance
with the rules prescribed under this regulation.

Details of the warehousing agreement for unlisted
securities shall be filed with the Commission for
clearance. Detailed information in respect of the sales
shall be filed with the Commission as in (2) and (3)
above. This rule shall not apply where an issue is not
underwritten.

Where an issue not underwritten is under-subscribed
(that is less than 25% subscription level) the issue shall
be aborted by the issuer/issuing house.

The decision to abort the issue shall be notified the
Commission by the Issuing house within two working
days of the decision in (i) above;

The issuing house shall publish in at least two daily
national newspapers details of the decision to abort the
offer not later than 5 working days after the Commission
has been notified of the decision.
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(iv)

v)

1)

(3)

(1)

The Registrar to the issue shall return monies to
subscribers to the aborted issue not later than 30 days of
the decision to abort the issue.

Subject to the prior approval of the Commission, an
aborted issue may be resuscitated by the Issuer/Issuing
house within 30 days of date of notification of the
aborted issue to the Commission. No resuscitation of
such issue shall be entertained by the Commission after
subscription monies have been returned to subscribers
as prescribed in paragraph (iv) above

Rule 71
Returns on Allotment

The Issuing house shall file with the Commission at least
5 working days before allotment is published in the
newspapers the following allotment proposal for
approval:

0] allotment schedule of the public issue;

(i) list of allottees with 50,000 shares and above
and list of all allottees acquiring 5% or more of
the shares on offer;

(iii) list of all applications received including list of
those registered and the basis for rejection;
(iv) draft newspaper announcement.

The Commission may declare any irregular allotment of
securities null and void and may prescribe appropriate
measures to rectify such irregularities.

Rule 72
Timing of Issue

Every Issuer or Issuing house shall submit to the
Commission at the beginning of every quarter that is to
say January, April, July and October, all proposed public
issues and private placements giving details of the
amount, price, proposed opening and closing dates
among others for the purpose of regulating the timing of
issues.



(2) All such proposals filed with the Commission shall be
accompanied with a copy of the mandate letter from the
proposed issuer

Rule 73
Cost of Issue

The total cost of issue shall not exceed 10% of the gross total
proceeds from the issue or such percentage as the Commission
may prescribe from time to time.

Rule 74
Valuation of Rights Issue

Q) Valuation of Rights Issue shall be determined by the
Issuer and the issuing house and the value of such
rights issue may be influenced by the resolutions passed
by the shareholders authorizing the issue.

(2) Where Offer for Subscription and Rights issues are
made using a single offer document, such securities
shall be offered at the same price.

Rule 75
Underwriting of Public Issues

(1) All public issues shall be underwritten except where the
Issuer specifically requests in writing for non-
underwriting and the Commission finds that it is in the
interest of the public not to require underwriting. The
copy of the letter from the issuer requesting for non-
underwriting of its issue shall be filed with the
Commission.

(2) Where the issue is underwritten by a syndicate of
underwriters, the Issuing house shall act as the lead
underwriter provided however, that in the case of a debt
issue a lead underwriter other than the issuing house
may be appointed but shall be registered by the
Commission as such. The Issuing house to the debt
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(3)

(4)

issue shall be a member of the syndicate of
underwriters.

All underwriting and sub-underwriting agreements shall
be submitted to the Commission for clearance along
with other registration documents.

Where there is a firm underwriting of the whole issue
and full payment has been made and received by the
issuer, the following shall apply:

(i)

(ii)

(i)

(iv)

the underwriter shall warehouse the issue which
may be subsequently sold by way of offer for
sale on the Exchange, or by placement or
auction or any other method approved by the
Commission.

the warehoused securities shall be sold within
six months from date of allotment to the
underwriter. The date of allotment and entry of
underwriter's name in the register of members
shall be three days from the date of fulfilment of
the underwriting commitment.

the Issuer and the Underwriter, prior to the sale

of the warehoused securities shall file with the

Commission a memorandum of sale containing

among others the following information:

€)) any material change in the Issuing
company since the underwriting
commitment became effective;

(b) the mode of disposal;

(c) the offer/reserved price (where
applicable);
(d) any material information about the

Underwriter eg change of status and
whether under receivership or
liquidation;

(e) any other material information.

Sale of such warehoused securities may
commence not earlier than ten (10) days from
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(1)

(2)

v)

(Vi)

(vii)

date of filing of the above memorandum of sale
and other information with the Commission

Detailed information of such sales (including
particulars of purchasers and number of shares
acquired) shall be filed with the Commission, the
issuer and the trustees ( in case of debt issues)
within the three days of the sale.

where the securities are not disposed of within
the six months period, the underwriter may
apply to the Commission for an extension of
time giving reasons for such extension. The
Commission may within ten (10) days grant or
deny such application for extension.

Any Underwriter to whom (vi) above applies
shall submit quarterly returns to the Commission
in respect of the undisposed securities until
same is fully disposed

Rule 76
Amount to be Underwritten

The amount or percentage of the issue underwritten by
any Issuing house is subject to review and amendment
by the Commission if such is in the interest of the capital
market or the investing public.

The level of underwriting commitment at any time shall
not be more than two and half times (21/2) the paid-up
share capital and reserves of the underwriter in the
aggregate.

Rule 77
Underwriting Commission

The maximum commission for a firm commitment underwriting
shall be 4% of the amount underwritten while the commission for
standby underwriting shall be 1% of the amount underwritten.
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Rule 78
Time amount underwritten is made available:

(2) In all cases of firm underwriting commitment the
underwriter shall make the amount underwritten
available to the Issuer on the day the offer opens.

(2) In all cases of standby underwriting, the amount
underwritten shall be made available to the issuer the
next working day after clearance of allotment and on
which day the underwriting Commission shall fall due
and become payable.

B2. REGULATION OF TRADING ON RIGHTS

Rule 79

All securities offered by way of rights shall be tradable by the
holders thereof only during the offer period. The offer period is as
stated in the Rights Circular approved by the Commission.

Rule 80
@ Any Issuer offering new shares to its existing
shareholders by way of rights shall deliver to the
Commission, a Rights Circular containing among others,
the following information:

0] The rights price;

(i) The period for which the rights will be tradable
on the Securities Exchanges or a specified
Over-The-Counter Market (OTC).

(b) In the case of a public quoted company, the Issuer shall
apply to the Exchange(s) or the National Association of
Securities Dealers (NASD) for the quotation of the rights
on The Exchange(s) or the OTC for the period referred
to in paragraph (a)(ii) above.

(c) The original rights circular and any certified transfer form

issued pursuant to a rights issue shall state boldly the
last date for trading in the underlying rights.
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Rule 81

@ All rights circulars shall bear a notice on the front cover
advising existing shareholders of the Issuer of such
rights that the whole or part of the rights are tradable
during the period of offer.

(b) A shareholder exercising the right referred to in
paragraph (a) above shall as transferor, renounce in
favour of the shareholder’s stockbroker the quantity of
share provisionally allotted to the shareholder which he
intends to sell, by completion of the usual instrument or
transfer form authenticated by the relevant Registrars.

Rule 82

€)) The Issuer shall ensure that existing shareholders
receive a copy of the rights circular or become aware of
the rights offer not less than 21 days before the opening
of the offer.

(b) The Registrar shall despatch to the existing
shareholders copies of the rights circular approved and
registered by the Commission which have the same
control numbers as the share certificates from which the
rights are derived.

(c) The Exchange(s) shall in the interval between the
receiving of the application for the rights offer and the
opening date of the offer, place the share price of the
Issuer on technical suspension which suspension shall
be lifted after the close of the offer.

Rule 83

A stockbroker, upon the written instruction of the shareholder
may sell all or part of the shareholder’s right. In addition to the
instruction, the shareholder’s stockbroker shall receive from the
shareholder the following:

€)) the Rights circular and a duly verified stock/share

transfer form for the entire quantity or part thereof of
shares provisionally allotted.
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(b) a rights offer sale order form signed by the shareholder
indicating the quantity of Rights the broker is authorised
to sell.

(c) an additional transfer form with the selling shareholder
as transferor for the quantity of the Rights the
shareholder wishes to keep.

Rule 84

The initial quotation price for the Rights to be traded on The
Exchange(s) shall be announced on the floor of The
Exchange(s) at the end of the trading day immediately preceding
the offer opening date and the Rights shall be listed on the board
at that price. Subsequent quotation prices shall be determined by
market forces.

Rule 85

Delivery of the Rights by a selling broker to a buying broker may
be effected in either of the following manners:

@ tendering of the Rights circular and the Rights offer sale
order form in addition to a duly verified stock/share
transfer

form signed by the shareholder of record as transferor.

(b) use of certified/share transfer form where the
requirements in (a) above have already been lodged
formally with the Registrar with the endorsed stock/share
transfer form having also been noted by The
Exchange(s) and a stock-broking firm duly named as
transferee.

Rule 86

The Exchange(s) shall delist the Rights on the next business day
following the final date of trading of the Rights. The noting by
The Exchange(s) of transfer forms deriving from any trade shall
be stopped after one week of the final date of trading in such
rights.
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(@)

(b)

(©)

(d)

Rule 87

Any lodgement of Rights circular and payment for shares
provisionally allotted, by shareholders exercising their
rights directly in full or in part, shall be made by the
shareholders in the current and usual manner, through
any receiving agent of the shareholder’s choice.

Any lodgement of rights circular and payment for shares
in respect of rights purchased in the secondary market
shall be made through stock- broking firms only. Each
stock-broking firm shall make lodgements with the
Registrars by providing:

0] a copy of the original Rights circular or certified
stock/share transfer form(s) accompanied
respectively by the requisite documentation
specified in Rule 81 above.

(i) any number of stock/share transfer form(s) duly
noted by The Exchange(s) with the stock-
broking firm as transferor and the various clients
to whom it acts as transferee.

All stockbrokers lodging on behalf of purchasers of rights
in the secondary market shall complete the normal
return forms in remitting payment to the receiving
bank(s).

Stockbrokers shall file with the Commission on the
prescribed form returns on Rights traded.

Rule 88

Share certificates shall be issued and despatched by the
Registrars to the ultimate purchasers of the Rights within the
time specified in these rules and regulations for despatch of
share certificates.

B3. REGULATION OF PRIVATE PLACEMENT

Rule 89

For the purposes of the Act and this Regulation:
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1)

2)

“Private Placement” shall mean the issue of securities
not involving public offering.

“Purchaser Representative” shall mean any person who
satisfies all of the following conditions or who the Issuer
reasonably believes satisfies all of the following
conditions:-

(i)

(ii)

(i)

is not an affiliate, director, officer or other
employee of the Issuer, or beneficial owner of
10% or more of the equity interest in the Issuer,
except where the purchaser is:

@ a relative of the purchaser
representative by blood, marriage or
adoption and not more remote than a
first cousin;

(b) a trust or estate in which the purchaser
representative or any person related to
him as specified in(a) above and (c)
below collectively has more than 50% of
the beneficial interest (excluding
contingent interest) or of which the
purchaser representative serves as
Trustee, Executor, or in any similar
capacity; or

(c) a corporation or other organization of
which specified in (a) and (b) above
collectively are beneficial owners of
more than 50% of the equity
securities(excluding directors);

has such knowledge and experience in financial
and business matters that he is capable of
evaluating, alone or together with other
purchaser representatives of the offices, or
together with the purchaser, the merits and risks
of the prospective investment;

is acknowledged by the purchaser in writing,
during the course of the transaction, to be his
representative in connection with evaluating the
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3)

merits and risks of the prospective investment;
and

(iv) discloses to the purchaser in writing within a
reasonable time prior to the sale of securities
any material relationship between himself or his
affiliates and the Issuer or is mutually
understood to be contemplated, or existing at
any time during the previous two years, and any
compensation received or to be received as a
result of such relationship.

An “accredited investor” shall mean any person or
institution capable of understanding and affording the
financial risks associated with acquisition of unregistered
securities. These include:-

0] a financial institution such as a bank, savings
and loan association, insurance company,
registered investment company, broker/dealer
organization, employee benefit/retirement plan,
business development company, or small
business investment company;

(i) any director, executive officer, or general partner
of the issuer of the securities being offered or
sold, or any director, executive officer, or
general partner of that issue;

(iii) any natural person who alone, or with a spouse
has a net worth of over N2-million;

(iv) any natural person who alone had income in
excess of N400,000 in each of the two most
recent years (or with a spouse, in excess of
N500,000 during this period) and had a
reasonable expectation of reaching the same
income level in the current year;

(v) any trust or business partnership, with net
assets in excess of N5 million, not formed for the
specific purpose of acquiring the unregistered
securities;
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(vi) any entity in which all of the owners are
accredited investors.

4) “Aggregate Offer value” shall mean the sum of all cash,
services, property, notes, cancellation of debt, or other
consideration to be received by an Issuer for issuance of
its securities. Where securities are being offered for
both cash and non - cash consideration the aggregate
offer value shall be based on the price at which the
securities are offered for cash.

If securities are not offered for cash, the aggregate offer
value, shall be based on the value of the consideration
as established by bonafide sales of that consideration
made within a reasonable time, or in the absence of
sales, on the fair value as determined by an accepted
standard. Such valuations of non-cash consideration
must be reasonable at the time made.

5) An “Affiliate” of, or “Person Affiliated with a specified
person” shall mean a person that directly, or indirectly
through one or more intermediaries, controls, or is
controlled by, or is under common control with, the
person specified.

Rule 90
Restriction on Private Placement

No Issuer shall offer for sale, offer for subscription or sell
securities whose aggregate offer value is N25 million and above
by way of private placement without obtaining prior written
approval from the Securities and Exchange Commission.

Provided that any private offering shall meet the criteria and
requirements as prescribed by these Rules and Regulations.

Rule 91
Limitation on Manner of Offering etc.

No Issuer or any person acting on its behalf shall offer for
subscription, offer for sale or sell securities by any form of public
invitation, general solicitation or general advertising, including
but not limited to:-
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(1)

(2)

(3)

any advertisement, article, notice or other
communication published in any newspaper, magazine
or similar medium or broadcast over television and radio;

any seminar or meeting to which those attending have
been invited by any general solicitation or general
invitation.

There shall be no more than 35 purchasers of securities
offered pursuant to this Regulation.

Provided that the total number of members in the case of
private companies shall not exceed 50 after the issue.

Rule 92
Determining Number of Purchaser

For purposes of calculating the number of purchasers under this
rule, the following shall apply:-

1)

(2)

The following purchasers shall be excluded:-

()] any relative, spouse or relative of the spouse of
a purchaser who has the same principal
residence as the purchaser;

(i) any trust or estate in which a purchaser and any
of the persons related to him as specified in
rule 85(2) (i) and

(iii) collectively have more than 50% of beneficial
interest (excluding contingent interests).

(iv) any corporation or other organization of which a
purchaser and any of the persons related to him
as specified in rule 85 (i) and (ii) collectively are
beneficial owners of more than 50% of the
equity securities (excluding directors’ qualifying
shares or equity interests); and

(V) any accredited investor.
A corporation, partnership or other entity shall be

counted as one purchaser. If however, that entity is
organized for the specific purpose of acquiring the
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securities offered and is not an accredited investor under
Rule 85 (3) (vi), then each beneficial owner of equity
securities or equity interest in the entity shall count as a
separate purchaser for all provisions of this regulation
except to the extent of (1) above.

Rule 93
Nature of Offerees

The Issuer or any person acting on its behalf shall have
reasonable grounds to believe and shall believe:

(1)

(@)

1)

)

(3)

That immediately prior to making the offer either:-

0] that the offeree has such knowledge and
experience in financial business matters that he
is capable of evaluating the merits and risks of
the prospective investment or;

(i) that the offeree is a person who is able to bear
the economic risk of investment and,;

That immediately prior to making any sale, after making
reasonable enquiry, the offeree had sufficient knowledge
to evaluate the investment and either him or his
representative had requisite knowledge, and the offeree
is able to bear the risk of investment.

Rules 94
Access to Information, etc
Access to information shall be only by reason of the
offeree’s position to the Issuer.

Each offeree shall have access to the same kind of
information included in a placement memorandum or
any offering document.

The offeree shall have opportunity to question the issuer
about the terms and conditions of the offering, and to
obtain any additional facts necessary to verify the
information given.

At a reasonable time prior to the sale of securities, the
Issuer shall furnish to the purchaser, the same kind of
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information included in a placement memorandum to the
extent necessary for proper understanding of the Issuer,
its business and the securities being offered.

Rule 95
Limitation on subsequent Disposal of Securities

The Issuer shall exercise reasonable care to ensure that the
purchasers of the securities are not and did not become
underwriters which reasonable care may be demonstrated by the
following:

Q) making reasonable enquiry to determine whether the
purchasers were acquiring the securities for themselves
or for other persons;

(2) obtaining signed written agreement (Investment Letters)
from the purchasers that they would not sell the
securities without registering them or qualifying for an
exemption from registration;

3) making written disclosure to each purchaser prior to sale
that the securities have not been registered under the
Act and therefore, cannot be resold unless they are
registered pursuant to the Act or unless an exemption
from registration is available;

(4) placing a clause on the certificate or other document that
evidences the securities stating that the securities have
not been registered under the Act and setting forth or
referring to the restrictions on transferability and sale of
the securities.

Rule 96
Filing Requirements

(1) Where a private offering is proposed in line with this
regulation, the Issuer shall file two copies of the
placement memorandum with the Commission. The
placement memorandum and the accompanying
documents shall not contain any false or misleading
statement or information.
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(2) The Issuer shall not later than 10 days after the first sale
of the securities in the offering file report with the
Commission of the said sale.

3) The report shall contain the following information:-
0] names and addresses of the parties to the offer;
(i) basic information about the Issuer;
(iii) information about the offering e.g. offer price,

volume of securities, number of investors;
(iv) cost of issue and use(s) of proceeds.

(4) The report shall be signed by person(s) duly authorized
to do so by the Issuer.

Rule 97
Restriction of Number of Offerings

Notwithstanding the provisions of Rule 86 of these Rules and
Regulations, no Issuer shall make more than one private offering
within any year

C. REGULATION OF CONDUCT OF SECURITIES
BUSINESS

Rule 98 - 104 See the provisions of sections 74 - 80 of the Act.

Rule 105
Securities Pledged as Collateral

Q) Where an individual intends pledging registered
securities as collateral for a loan, the following
documents shall be deposited with the pledgee:

0] documentary evidence of the indebtedness for
which the securities certificate is pledged as
collateral;

(i) a letter addressed to the Registrar of the

company and jointly signed by the pledgor and
pledgee stating the securities and amount of the
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(2)

(3)

(4)

securities pledged; and waiving any right to be
notified of subsequent transfer by the registrar;

(iii) duly executed transfer forms.

Where a company intends pledging securities as
collateral for a loan, in addition to (1) (i) above, the
company shall deposit with the pledgee, the following
documents:

0] board resolution signed by the Chairman of the
company and the company secretary;

(i) a letter addressed to the Registrar of the
company and jointly signed by the pledgor and
pledgee stating the securities and amount of the
securities pledged; and waiving any right to be
notified of subsequent transfer by the registrar;

(iii) duly executed transfer form signed and sealed
by the Chairman and company secretary and
noted by the Exchange on which the securities
are quoted.

Duty of the Broker

The broker shall ensure that any certificate or statement
of sharehoding issued by the relevant authority to which
paragraph (1) and (2) apply, is verified with the
registrars before any deal is done on such securities on
the Exchange in which the securities are listed.

Duty of the Reqistrar

On receipt of lodgement of securities certificates and
documents specified in paragraph (1) above, the
registrar shall effect the necessary changes in names
and addresses within twenty-four (24) hours if
verification proves satisfactory.

C1. TRADING IN SECURITIES

The provisions of these Rules and Regulations thereof shall
apply to transactions relating to securities ownership.
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Rule 106
Persons Required to Register Their Securities

The following persons shall register their securities and shall
thereafter file reports with the Commission as prescribed under
these Rules and Regulations:

0] public quoted companies;
(i) public unquoted companies;
(iii) Governments and Government Agencies;
(iv) investment schemes.
Rule 107

Registerable Securities

The following securities are subject to registration by the
Commission:

0] securities issued, that is, ordinary shares, bonus shares,
debentures, preference shares, rights issue and units of
a unit/ investment trust scheme, and asset backed
securities;

(i) issue of securities for the purpose of taking over an
existing business or asset;

(iii) any securities offered to the public;
(iv) State/Local government bonds/securities;

(v) investment contracts or participation in any profit sharing
agreement or in any oil or gas or other mineral royalties
or lease.

Rule 108
Exemptions

Subject to Rule 8, the Commission may exempt any security
from being registered and any company from reporting, if such
exemption is in the interest of the public and does not endanger
investors interest.
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(i)

(ii)

(i)

(B)

1)

(2)

(3)

(4)

Rule 109(A)
Rules Relating to Securities Ownership

The company shall file with the Commission information
on beneficial owners of 5% or more of the company’s
shares.

Any subsequent transaction by holder in (i) above shall
also be filed with the Commission on form SEC 6B.

Information in (i) and (ii) above shall be filed within 5
days of the change in ownership.

RULES RELATING TO ACQUISITION OF OWN
SHARES BY COMPANIES

These rules shall apply to public companies including
banks that are quoted on the securities exchange.

Every company acquiring its own shares shall file an
application with the Commission for the approval of such
acquisition accompanied with detailed information about
the transaction including the company’s latest audited
financial statements;

Every company acquiring its own shares shall comply
with the following:

0] the articles of association of the company shall
contain a clause authorising the acquisition by
the company of its own shares;

(i) the company shall not acquire more than 15 %
of its issued shares;
(iii) an undertaken that no voting rights shall be

exercised by the company or its nominee or
trustee in respect of the acquired shares;

(iv) the company and /or the directors shall file
details of the director’s shareholding before and
after the acquisition

The company shall file quarterly returns in respect of the

acquisition and the disposal of same. Where the shares

are held by nominees or trustees of the company, the
particulars of the nominees or trustees shall be provided.
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© Rules Relating to Dual Listing of Securities.

An issuer may list its securities on one or more exchanges
provided it complies with the listing requirements of the relevant
securities exchange.

Rule 110
Manipulation and Deceptive Devices and Contrivances
Q) A person involved in securities trading shall not:

@ employ any device, scheme or artifice to defraud
or capable of defrauding any person or
institution;

(b) make, utter or present any untrue statement of a

material fact;

(c) omit to disclose a material fact necessary in
order not to render any statement misleading in
the light of the circumstances under which the
statement was made;

(d) engage in any act, practice or course of
business which operates or would operate as a
fraud or deceit upon any person in connection
with the purchase or sale of or dealing in any
security; or

(e) deal in the securities of a company of which he
is an insider.

(2) For the purpose of paragraph (1) (e) of this regulation,
dealing by an insider applies to dealings at a recognized
securities exchange and also to off-market dealings in
securities, and occurs where a person or group of
persons who is in possession of some confidential and
price sensitive information not generally available to the
public, utilizes such information to buy or sell securities
for his/its own account and for his benefit or makes such
information available to a third party (either knowingly or
unknowingly) who uses it for his benefit.
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) “Insider” means an individual:-

€)) who is connected with the company during the

preceding six months in one of the following

capacities:

0] a director of the company or a related
company;

(i) an officer of the company or a related
company;

(iii) an employee of the company or related
company;

(iv) a person in a position, involving a

professional or business relationship to
the company as above;

(v) a shareholder who owns 5% or more of
any class of securities or any person
who can be deemed to be an agent of
any of the above listed person; and

(b) who by virtue of having been connected with the
company as mentioned in paragraph (a) of this
Rule has obtained unpublished price sensitive
information in relation to the securities of the
company.

Rule 111 — 118 See the provisions of sections 81 - 89 of the Act

PART D.
REGULATION OF SECURITIES EXCHANGES AND
TRANSACTIONS ON EXCHANGES, CAPITAL TRADE
POINTS AND OTHER SELF REGULATORY RGANISATIONS.

D1. STOCK EXCHANGES

Rule 119(A).
Permission to trade in securities listed on other exchanges

Pursuant to the provisions of the Act, a Securities Exchange
shall by its rules permit the trading of a security not listed on it
provided that such security has been registered and listed on
any recognised Securities Exchange . The Securities Exchange
may impose conditions for granting such “permitted trading
status” and file same with the Commission.
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(B) Notices to Members of Exchange

Q) A Securities Exchange shall file with the Commission,
within five (5) working days before issuing to members of
The Exchange, any notices, circulars, lists, bulletins etc,
or a copy of any such material.

(2) Such notices, circulars, lists, bulletins etc shall be
addressed to the Director-General and delivered at the
Commission’s head office.

) Where the Commission does not respond to the said
material within five (5) working days of the receipt
thereof, the Exchange may issue it, to members.

(4) A facsimile or other electronic copy of such notice may
be sufficient.

Rule 120
Report on Securities Traded

Q) Every Exchange shall, within five (5) working days after
the end of each calendar month, file with the
Commission, a report on the securities sold on the
Exchange during such month stating:

0] the number of shares sold and the aggregate
naira amount;

(i) the principal amount of bonds sold and the
aggregate naira amount;

(iii) the number of right and warrants sold and total
amount in Naira;

(iv) any other information concerning such
securities.
2 (@ The Chief Executive of Securities Exchange

shall after the end of each quarter of each year,
that is to say, 31st march, 30th June, 30th
September and 31st December, forward to the
Chief Executive of the Commission a written
report on the activities of the Exchange during
the previous quarter.
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1)

()

(b)

The Director General of the Commission shall
forward to the Minister every written report
received by him in accordance with sub-section
(1) of this section and shall also submit such
written comments thereon as he may wish to
make.

Rule 121
Floor Trading

No members of a registered Exchange while on the floor
of the Exchange, shall initiate directly, any transaction in
any securities listed or quoted on such exchange, for
any account in which such a member has an interest or
for any such account with respect to which such a
member has discretion as to time of execution, choice of
security to be bought or sold or whether any such
transaction shall be one of purchase or sale.

The provisions of paragraph (1) of this Rule shall not

apply to:

(a) any transaction by a registered specialist;

(b) any transaction for the account of an odd lot
dealer

(c) any transaction for stabilization approved by
the Commission;

(d) any transaction made with the prior approval of
a floor official of such exchange to allow
maintenance of a fair and orderly market in a
security or any purchase or sale to reverse any
transaction;

(e) any transaction to offset a transaction made in

error; or
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(3)

1)

(f)

any transaction effected in conformity with a
plan designed to eliminate floor trading activities
and which plan has been adopted by an
Exchange and declared effective by the
Commission.

For the purposes of this Rule:-

(@)

(b)

(b)

(@)

a plan filed with the Commission by an
Exchange shall not become effective unless the
Commission, having due regard for the
maintenance of fair and orderly markets in the
public interest and for the protection of investors,
declares the plan to be effective; and

the term “on the floor of the Exchange” includes
the trading floor, the room, lobbies and other
premises immediately adjacent thereto for the
use of members generally, other rooms, lobbies
and premises and made available, primarily for
use by members generally, the telephone and
other facilities in any such place such as
Automated/Electronic/computerized trading
systems.

Rule 122
Trading Rules

All trading on the floor of an exchange shall be
presided over by a Chairman who shall be a
senior management staff of an exchange and
registered by the Commission. He shall preside
over the daily trading sessions on the floor of an
exchange and shall be bound in the
performance of his duties by the Rules of the
Exchange and the principles of equity and
fairness required under the Act and these Rules
and Regulations.

Quialifications of chairman:

The qualification of the chairman shall be as in
rule 16 of these Rules and Regulations. In
addition he shall possess a minimum of a
diploma/certificate in computer science and one
year practical experience in an electronic trading
system.
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)

3)

(4)

(5)

1)

Where brokers make a cross deal on securities on the
floor, the Chairman shall permit the brokers to do so up
to such units of the shares brought to the floor by them
provided there are sufficient funds in their trading
accounts.

0] The Chairman shall keep record of all daily
transactions and activities on the floor of the
Exchange and the Exchange shall make such
record available for examination by the
Commission on request.

(i) He shall also keep records of attendance of
dealing members.
(iii) Submit daily official list to the Commission.

(iv) Report all impropriety on the floor to the Chief
Executive immediately they occur or are brought
to his notice.

(i)  The price movement of securities shall be based
on market forces, individual company’s
incidental macro and micro economic factors
and preferences of clients.

(i) Price movements above 5% shall be justified
and notified to the Commission not later than the
next working day.

(iii) Recognised Securities Exchanges shall take
reasonable steps to avoid arbitrage in the
trading on securities. The highest closing price
of a security on any of the exchanges shall be
the opening price on all the other exchanges.

The Chairman shall display the official list at least one
hour before trading commences.

Rule 123
Disposal of Reports and Documents Filed with

The Exchange etc.

Any application, reports, documents, or portion thereof
other than investigation and disciplinary reports which
has been filed with the Securities Exchange or any
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(2)

(3)

(1)

)

association or body of securities dealers for more than 6
years pursuant to the provisions of these Rules and
Regulations may be destroyed, or otherwise disposition
shall only be done under a retention schedule cleared
with the Commission by the Securities Exchange or any
association or body of securities dealers.

For the purposes of this Rule, the retention schedule
filed with the Commission by the Exchange or any
association or body of securities dealers shall not
become effective unless the Commission, having due
regard for public interest and for the protection of
investors, declares the schedule to be effective.

The Commission in its declaration may limit the
application, reports and documents to which it shall
apply and may impose any other terms and conditions to
the schedule and the period of its effectiveness which
may deem necessary or appropriate in the public interest
or for the protection of investors.

Rule 124
Reports of Proposed Rule Changes by a
Securities Exchange

An Exchange shall file with the Commission, three
copies of a report of any proposed amendment or repeal
of or any addition to its rules not later than 30 days (or
such shorter period as the Commission may authorize)
before any action is taken on such amendments, repeal
or addition by the members of the Exchange or by any
governing body thereof.

If any change is made in a proposed amendment, repeal
or addition after the report is filed with the Commission,
the 30 days period (or such shorter period as the
Commission may authorize) shall begin to run from the
time the Commission is notified of such change unless
the change does not, after the substance of the
proposed amendment, repeal or addition or the change
is made in conformity with a suggestion by the
Commission.
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1)

(2)

®3)

Rule 125

Effectiveness of Listing and Exchange Certification

An application filed for the listing of a security on an
Exchange shall be deemed to apply to the listing of the
entire class of the security and listing shall become
effective:

(a) as to the shares or amounts of such class when
issued upon listing; and

(b) without further application for listing upon
issuance as to additional shares or amounts of
such class then or thereafter authorized.

The provisions of this regulation shall not affect the right
of an Exchange to require the issuer of a listed security
to file documents with or pay fees to the Exchange in
connection with the modification of such security or the
issuance of additional shares or amounts.

If a class of security is issuable in two or more series
with different terms, each series shall be deemed a
separate class for the purposes of these Rules and
Regulations.

Rule 126

Requirements as to Certification of Listing and Quotation of

1)

)

Individual Companies

Certification that a security has been approved by an
exchange for listing pursuant to the provisions of these
Rules and Regulations shall be made by the governing
council of the exchange.

The certificate shall specify:-

0] the approval of the Securities Exchange listing
the security;

(i) the title of the security so approved,
(iii) the date of filing with the Securities Exchange of

the application for and of any amendments
thereto; and
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(iv) any conditions imposed on the certification with
the Exchange, promptly notifying the
Commission of the partial or complete
satisfaction of any of the conditions.

) The certification may be made by a recognized
electronic medium and in such case shall be confirmed
in writing.

4 All certificates in writing and all amendments thereto

shall be filed with the Commission in duplicates and at
least one copy shall be normally signed by the
appropriate exchange authority.

Rule 127
Date of Receipt of Certificate of Listing by Commission

The date of receipt by the Commission of the certification
approving a security for listing shall be the date on which the
original written certification is received by the Commission.

Rule 128
Operation of Certification on Subseqguent Amendment

If an amendment to the application for listing of a security is filed
with an Exchange, after the receipt by the Commission of the
certification of the exchange approving the security for listing, the
certification, unless withdrawn, shall be deemed made with
reference to the application as amended.

Rule 129
Withdrawal of Certification

An Exchange may by notice to the Commission, withdraw its
certification prior to the time the listing to which it relates first
becomes effective pursuant to the provisions of Rule 122 of
these Rules and Regulations.
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(1)

(2)

(3)

(4)

()

(1)

(@)

(3)

Rule 130
Suspension of Trading
An Exchange may, in accordance with its rules, suspend
from trading a security listed thereon and the Exchange
shall within 24 hours notify the Commission of any such
suspension, the effective date and the reasons thereof.

During the continuance of the period of suspension an
Exchange shall notify the Commission of any change in
the reasons for the suspension/further suspension.

The Issuer of a suspended security may appeal to the
Commission for a review.

Upon the restoration to trading of any security
suspended under this regulation, the Exchange shall
notify the Commission of the effective date.

Suspension of trading shall not terminate the listing of

any security.

Rule 131
Removal from Listing

An Exchange may delist any security in accordance with
its rules and regulations but in any event shall notify the
Commission 7 days prior to taking such action.

Provided however, that where such an event occurs as a
result of an order of a court or other governmental
authority, the order shall be final, except where appeals
are pending.

The Issuer of the delisted security may within 10 days
appeal to the Commission for review of the decision of
the Exchange.

The Commission shall within 10 days dispense with the
appeal provided that during the pendency of the appeal
the decision appealed against shall be stayed.

The Issuer of a security listed on an Exchange may file
an application to withdraw the security from listing on
any Exchange in accordance with the rules of that
Exchange and notify the commission according. The
Exchange shall within 10 days consider and dispose of
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1)

(2)

the application and notify the Commission when such
application is approved.

Rule 132
Rules of Securities Associations Relating to
Listings/Quotations

In cases where an Association adopts or proposes to
adopt any rules providing for or regulating a system for
the quotation of bid or offering or other prices of
securities, it shall incorporate in the rules, a provision to
the effect that in so far as the rules prescribe the
conditions of access to the system, the rules shall be
designed to promote just and equitable principles of
trade to remove impediments to, and perfect the
mechanism of free and transparent market, and not
permit unfair discrimination between customers or
issuers, broker or dealers to produce fair and informative
guotations both at the wholesale and retail levels to
prevent fictitious or misleading quotation and to promote
orderly procedures for collection and publishing
guotation and to assure that any disciplinary action taken
pursuant to the rules shall not be excessive or
repressive having due regard to the public interest.

Over-The-Counter Markets

Definition: As used in any rules adopted pursuant to the
provisions of these Regulations:-

€)) the term “customer” shall not include a broker
dealer;

(b) the term “the completion of the transaction”
means:-
0] in the case of a customer who

purchases a security through or from a
broker or dealer except as provided in
sub-paragraph (ii) of this paragraph, the
time when the customer pays the broker
or dealer any part of the purchase price,
or if payment is effected by book-
keeping, the time entry is made by the
broker or dealer for any part of the
purchase price;
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(ii)

(i)

(iv)

in the case of a customer who
purchases a security through or from a
broker or dealer and who makes
payment therefore prior to the time
when payment is requested or
notification is given that payment is due,
the time when the broker or dealer
delivers the security to or into the
account of the customer;

in the case of a customer who sells a
security through or to a broker or dealer
except as provided in sub-paragraph (iv)
of this paragraph if the security is not in
the custody of the broker or dealer at
the time of sale, the time when security
is delivered to the broker or dealer and if
the security is in the custody of the
broker or dealer at the time of sale, the
time when the broker or dealer transfers
the security from the account of the
customer, and;

in the case of a customer who sells a
security through or to a broker or dealer
and who delivers the security to the
broker or dealer prior to the time when
the delivery is requested or notification
is given that delivery is due, the time
when the broker or dealer makes
payment to or into the account of the
customer.

Rule 133

Fraud and Misrepresentation

No broker or dealer shall through the post or other means
purchase or sell any security by means of any manipulative,
deceptive or other fraudulent device or contrivance or make any
fictitious quotation.
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1)

)

(b)

Rule 134
Identification of Quotation

For the purpose of these regulations:-

(@)

(b)

()

The term “inter-dealer-quotation system” means
any system of general circulation to brokers or
dealers which regularly disseminates quotation
of identified brokers or dealers but shall not
include a quotation sheet prepared and
distributed by a broker or dealer in the regular
course of his business and containing only
guotations of the broker / dealer;

The term “quotation” means any bid or offer or
any indication of interest in any bid or offer; and

The term “correspondent” means a broker who
has a direct line of communication to another
broker or dealer located in a different city or
geographical area.

It shall constitute an attempt to include the purchase or
sale of a security in a fictitious quotation within the
meaning of Rule 130 or 131 of these Regulations for any
broker or dealer to furnish or submit, directly or
indirectly, any quotation for security to an inter-dealer
guotation system, unless the inter-dealer quotation
system is furnished or submitted:-

(@)

by a correspondent broker or dealer for the
account or on behalf of another broker or dealer
and if so, the identity of the other broker or
dealer; or

in furtherance of one or more other
arrangements between or among brokers or
dealers and if so, the identity of each broker or
dealer participating in any such arrangement or
arrangements;

Provided however, that the provisions of this
sub-paragraph shall not apply if only one of the
brokers or dealers participating in any such
arrangement or arrangements furnishes or
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submits a quotation with respect to the security
to an inter-dealer quotation system.

Rule 135
Review of Decisions of Self Requlatory Organizations (SRO)

Any company, enterprise, registrar, issuing house, stock broker
or dealer or any other person or institution engaged or involved
in the issuing, sale or buying or other trading in securities of
companies and enterprises covered by the provisions of the Act
and the rules and regulations thereof directly affected by any
direction, order or decision made under any bye-law, rule or
regulation of an Exchange or any other SRO may apply to the
Commission for a review pursuant to the provisions of the Act
and these Rules and Regulations.

Rule 136
Dealing Members

(1) The rules of an Exchange may permit a member of the
Exchange to license as a dealing member and in such a
situation the rules shall:-

@ require that members meet the minimum capital
requirements prescribed by the Commission;

(b) require as a condition for licensing as a dealing
member that the member shall engage in a
course of dealings that may assist in the
maintenance of fair and orderly market, and that
the Exchange may suspend or cancel the
licensing of the dealing member if there is a
finding by the Exchange of any substantial or
continued failure by a dealing member to
engage in such a course of dealings;

(c) include procedures for the effective and
systematic surveillance of the activities of
dealing members;

(2) Every Exchange shall file with the Commission copies of
the rules relating to the provisions of sub-paragraphs (a)
and (b) of paragraph (1) of this regulation and any
change in or addition to the rules shall take effect in the
manner provided for by the rules of the Exchange and
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(3)

(4)

()

(6)

(7)

(8)

the provisions of the Act and the rules and regulations
made thereunder, except that such change or addition
shall not continue in effect after the Commission would
have entered an order disapproving the change or
addition on the grounds of its inconsistency with public
interest or inadequate protection of investors.

The Commission shall not disapprove of any change or
addition unless it has given written notice to the
Exchange of its intention to do so, and such notice shall
be given within 15 days after the filing of copies of the
rules thereof;

The Exchange shall within 30 days after receipt of the
notice, present to the Commission any evidence or
arguments with respect to such change or addition;

The Commission may, after consideration of all the
relevant materials presented in writing or at a hearing,
enter an order disapproving the change or addition or
permit the change or addition to continue in effect wholly
or in a modified form:

Provided, however that the validity , force or effect of any
act or omission by any Exchange or a member prior to
the entry of the order of disapproval shall not be effected
thereby.

For the purpose of this regulation, the term “Rules of an
Exchange” means its constitution, articles of
incorporation, bye-laws, rules or instruments
corresponding thereto whatever the name and its stated
policies.

the licensing of a dealing member by an Exchange shall
not be effective for purposes of trading unless and until
such a member has been registered by the Commission.

0] Pursuant to the Act and rule 42 (1)of these rules
and regulations ,the rules of a Securities
Exchange may permit its licensed dealing
member to be licensed as a dealing member in
any other recognised securities exchange or
Capital trade point or Association.
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(i) A Securities Exchange shall not make any rule
to prohibit or penalise any of its dealing
members from trading in any listed securities on
any other recognised exchange where such
security is by the rules of that Exchange
permitted to be traded. This is without
prejudice to the provisions of any
Memorandum of Understanding (MOU) between
the Exchanges on the subject matter and this
shall be filed with the Commission within 5 days
of execution .

Rule 137

Records to be Maintained by the Exchange Members etc

1)

Every member of an Exchange or any association or
body of securities dealers recognized by the
Commission who transacts business or securities
directly with the public or other members of an Exchange
or such association or body and every broker or dealer
who transact business in securities through the medium
of any member, and every broker or dealer registered
pursuant to the provisions of the Act shall make and
keep current the following books and records (whether
manually or electronically) relating to his business:

(a) records of original entry containing itemized
daily records of:

0] all purchases and sales of securities;

(i) all receipt and deliveries of securities
(including certificate numbers);

(iii) all receipts and disbursements of cash

and all other debits and credits; and

Such records shall show the account for
which each transaction was effected,
the name and amount of securities, the
unit and aggregate purchase or sale
price (if any), the trade date and name
or other designation of the person from
whom purchased or received or to
whom sold or delivered;
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(b)

()

(d)

()

Ledger (or other records) reflecting all assets
and liabilities, income and expenditure and
capital accounts;

Ledger accounts (or other records) itemizing
separately the account of every customer and
each member, broker or dealer and partners
thereof, all purchases, sales, receipts and
deliveries of securities for such account, and all
other debits and credits to such accounts; and
for the purposes of this paragraph, ledgers (or
other records) shall reflect the following:

0] securities in transfer;
(i) dividends and interest received;
(iii) monies borrowed and loaned (together

with a record of the collateral and any
substitution in the collateral); and

(iv) securities not received and delivered.

A memorandum of each brokerage order and of
any other instruction given or received for the
purchase or sale of securities whether executed
or not executed and such memorandum shall
show the terms and conditions of the order

or instructions and of any modification or
cancellation thereof, the account for which
entered, the time of entry, the price at

which executed and the extent feasible, the time
of execution or cancellation; and orders entered
pursuant to the exercise of discretionary power
by the member, broker or dealer or any
employee thereof shall be so designated.

a memorandum of each purchase and sale of
securities for the account of a member, broker or
dealer showing the price and to the extent
feasible, the date of execution and in addition
whether the purchase or sale is with a customer
other than a broker or dealer;
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(f)

(9)

(h)

(i)

0

a memorandum of each order received showing
the date and time of receipt, the terms and
conditions of the order and the account in which
it was entered;

copies of confirmation of all purchases and sales
of securities, and copies of notices of all other
debits and credits for securities, cash and other
items for the account of customers and partners
of the member, broker or dealer;

a record in respect of each cash account with
the member, broker or dealer containing the
name and address of the beneficial owner of the
account, provided that, in the case of a joint
account or the account of a company, the
records required shall be those in respect of the
person or persons authorized to transact
business for the account;

a record of the proof of money balances of all
ledger accounts in the form of trial balances and
a record of the computation of aggregate
indebtedness and net capital as of the trial
balance date; provided that the trial balance and
computation shall be prepared concurrently at
least once a month;

a questionnaire or application for employment
executed by each (associated person) of the
member, broker or dealer which questionnaire or
application shall be approved in writing by an
authorized representative of the member, broker
or dealer and shall contain at least the following
information in respect of that person:
0] his name, address and the date of his
first appointment or other association
with the member, broker or dealer;

(i) his date of birth;

(iii) the educational institutions attended by

him and qualifications obtained;
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()

(iv)

v)

Vi)

(vii)

(ix)

a complete consecutive statement of all
his previous employment or at least the
preceding ten (10) years, including his
reasons for leaving each prior
employment and whether the
employment was part-time or full-time;

a record of any refusal of membership
or registration and of any disciplinary
action taken or sanctions imposed upon
him by any government agency, the
securities exchange or any association
or body of securities dealers, including
any disciplinary action or violation of any
law, (whether municipal or international);

a record of any permanent or temporary
injunction entered against him or any
member, broker or dealer with which he
has associated in any capacity at the
time the injunction was entered,;

a record of arrest, indictments or
convictions for any felony or
any misdemeanour, except traffic
offences and;

a record of any other name or names by
which he has been known or which he
has used.

For purpose of paragraph (1) of this Rule, the term
“instruction” shall include instructions between partners
and employees of a member, broker or dealer who
transmits the order or instruction for execution, or if it is
not so transmitted, the time when it is received.

Rule 138

Records to be Preserved by Certain Exchange Members, etc

@

Every member, broker or dealer shall preserve for a
period of not less than 6 years, all the records required
to be made pursuant to sub-paragraphs (a), (b),(c) and
(d) of paragraph (1) of Rule 137.
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)

3)

(4)

Every person subject to this Rule shall preserve for a
period of not less than 3 years, in an easily accessible

place:

(@)

(b)

()

(d)

()

(f)

all records required to be made pursuant to sub-

paragraphs (e), (f), (9), (h) and (i) of paragraph
(1) of Rule 137;

all cheque books, bank statements, cancelled
cheques and bank/cash reconciliations;

all bills receivable or payable paid or unpaid
relating to the business of such members,
broker or dealer;

originals of all communications received and

copies of all communications sent by such

member, broker, dealer (including inter office
memoranda) relating to his business;

all trial balances, computations received of
aggregate indebtedness not affecting capital,
financial statements, branch office
reconciliations internal audit working papers
and external auditor's management report file
relating to the business of the member, broker,
dealer;

all written agreements entered into by such
member, broker or dealer relating to his
business.

Every member, broker or dealer shall preserve during
the life of the business and its predecessor, all
partnership articles or in the case of a company, all
articles of incorporation, minute books and share
certificate books.

Every member, broker or dealer shall maintain for 6 years
in an easily accessible place, all records required under
sub-paragraph (J) of paragraph () of Rule 137, after the
associated person has terminated his employment and
any other connection with the member, broker or dealer,
so however that:
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1)

(2)

(3)

(@ after a record or other document has been
preserved for 4 years, a photograph thereof on
film may be substituted therefore, or

(b) if a person who has been subject to the
provisions of Rule 137 of these Rules and
Regulations cease to transact business in
securities directly with the public and the
Exchange or ceases to transact business in
securities through the medium of a member of
the Exchange or ceases to be registered, such
person for the remainder of the period of time
specified in this rule, continue to preserve the
records which he therefore preserved pursuant
to this Rule.

Rule 139
Filing of Report

The provisions of this Rule shall apply to every dealing
member of a recognized Securities Exchange or of any
Association or Body of Securities Dealers who transacts
business in securities directly with the public and other
members of the Exchange, every broker or dealer
(other than a member) who transacts business in
securities through the medium of any member of a
Securities Exchange or any other recognized Body of
Securities Dealers registered pursuant to the Act.

Subject to the provisions of this Rule, a member, broker
or dealer shall file with the Commission, annual reports
of financial conditions in such details as may fully
disclose the nature and amount of assets and liabilities
of such a person.

A report shall be filed as of a date within each
accounting year except that:

€)) the first report shall be as of a date within three
(3) months after the date on which the member,
broker or dealer becomes subject to these Rules
and Regulations, that is, the date when
registration becomes effective; and
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(4)

(5)

(b) a member, broker or dealer succeeding to and
continuing the business of another member,
broker or dealer need not file as of a date in the
accounting year in which the succession occurs
if the predecessor has filed a report in
accordance with this Rule.

The reports shall be filed in duplicate not more than 30
days after the date of the report of the financial
condition.

For the purposes of paragraph (2) of this Rule, an
annual report shall be filed in Form SEC AR-1
prescribed in Schedule 3 to these Rules and
Regulations.

Rule 140
Nature and Form of Reports

A report of financial condition filed pursuant to Rule 148 of these
Rules and Regulations shall be prepared and filed in accordance
with the following requirements, that is:

(@)

(b)

()

the report of a member, broker or dealer shall be
certified by an accountant qualified to certify accounts
under the provisions of the Companies and Allied Matter
Act of 1990, provided, however, that such report need
not be certified if, since the date of the previous financial
statement or report filed pursuant to Rule 138, such a
member, broker or dealer has not transacted a business
in securities directly with any member of the public or
members of any Securities Exchange;

a member, broker or dealer who files a report which is
not certified shall include in the oath or affirmation
required by paragraph (c) of this regulation a statement
of the facts and circumstances relied upon as a basis for
exemption from the certification requirements;

there shall be attached to the report a duly attested oath
or affirmation certifying that to the best of the knowledge
and belief of the person making the oath or affirmation:

0] the financial statement and supporting schedule
are true and correct; and
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(d)

(i) neither the member, broker/dealer nor any
partner, officer or director, as the case may be,
has any proprietary interest in any account
classified as that of a customer;

the oath or affirmation shall be made before a person
duly authorized to administer the oath or affirmation and
if the member, broker or dealer is a sole proprietorship,
the oath or affirmation shall be made by the proprietor, if
a partnership by a general partner or if a corporation, by
a duly authorized officer.

Rule 141

Use of Statements Filed with the Commission and

The Exchange

Any member, broker or dealer who is subject to the provisions of
Rule 138 of these Rules and Regulations may file in lieu of the
report required therein a copy of any financial statement which
he is, or has been required to file with an Exchange of which he
is a member; provided that:-

(@)

(b)

(1)

The copy so included reflects his financial conditions as
of a date not more than 30 days prior to the filing with
the Commission, and

the report as filed with the Commission meets the
requirements of this regulation and contain the
information called for.

Rule 142
Extension of Time for Filing Reports

In the event that any member, broker or dealer finds that
he cannot file his report for any year within the time
specified in Rules 139 and 140 of these Rules and
Regulations without undue hardship, he may file with the
Commission an application for an extension of time to a
specified date which shall not be more than three (3)
months after the date as at which his financial condition
is reported.
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(2) The application shall state the reasons for the requested
extension and shall also contain an agreement to file the
report on or before the specified date.

3) An application filed pursuant to paragraph (1) of this
Rule shall be deemed granted, unless the Commission
within 30 days after receipt thereof, enters an order
denying the application.

PART D2 CAPITAL TRADE POINTS
The provision of rules 119-131 and 135-142 shall apply.
However, where a Capital Trade Point is of the opinion that
compliance with any of the above rules would cause hardship
/burden on it, it may apply to the Commission for waiver from
complying with the said rule.

PART D3 NATIONAL AéSOCIATION OF SECURITIES

DEALERS
The provisions of rules 131 - 142 shall apply
PART D4 COMMODITY AND FUTURES EXCHANGE
Rule 143.

Reqistration Reqguirements

i. All commodity and futures exchanges and branches
thereof shall register with the Commission as provided in
Part A3 of these Rules and Regulations.

ii. An application for registration as an exchange shall be
made in accordance with the provisions of Rule 22 of
these Rules and Regulations.

Rule 144(a)
GOVERNING COUNCIL

i. The Exchange shall have a governing council.

ii. The governing council shall be composed of 70 per cent
dealing members and 30 per cent ordinary members of
high integrity and knowledgeable in Options,
Commodities and Futures Exchange market dealings.
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(b)

The functions, composition and powers etc of the
governing council shall be as stated in the Rules of The
Exchange and approved by the Commission.

CODE OF CONDUCT

The Exchange shall have a code of conduct, approved
by the Commission, for its staff and members.

Rule 145.
FLOOR BROKERS/FUTURE COMMISSION

MERCHANTS/FLOOR TRADERS, INTRODUCING

BROKERS AND ASSOCIATED PERSONS

Reqistration Reqguirements

All floor brokers, futures commission merchants,
introducing brokers and associated persons wishing to
operate in the Commodity/futures Market shall register
with the Commission.

An application for registration as a market operator shall
be filed on the form prescribed in Part A4 Rule 29 of
these Rules and Regulations.

The application, shall contain the information and be
accompanied by the documents required under Rule 29
of these Rules and Regulations.

Rule 146.
SEPARATION OF ACCOUNT

Monies received should be promptly deposited in a
segregated account.

A floor trader or future commission merchant shall
maintain account(s) for its clients separate from its
operations account(s). Thus, all customers’ funds shall
be separately accounted for as belonging to commaodity
or option customers. Such funds when deposited with
any bank, trust company, clearing organisation or
another operator, shall be deposited under an account
name that clearly identifies them as such.
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Vi.

Under no circumstances shall any portion of clients’
monies be withdrawn except for purpose of payment of
deposits and margins to the clearing house, payment of
debts due to the member s from the client, or
reimbursement of monies expended by the members on
behalf of the client, monies drawn on the clients’
authority, monies properly requested for payment to a
client in connection with any physical deliveries of
futures transactions on the Exchange or any other
market.

No member shall use or is permitted to use monies
belonging to one client to margin or finance the trades or
positions of any other client or the member concerned.

Any person who fails, refuses or neglects to comply with
the foregoing provisions shall be guilty of an offence and
shall be liable to a penalty of N2000 for everyday the
default persists.

Any operator who violates this provision shall be liable to
the payment of interest at the ruling Nigerian Inter Bank
Offer Rate (NIBOR) on the aggregate credit balance on
client’s accounts.

Rule 147.
COMMODITY FUTURES TRADING ADVISER

Registration Reguirements

All commaodity trading advisers, whether individual or
corporate shall register with the Commission in
accordance with the provisions of Part A4 Rules 32 and
33 of these Rules and Regulations.

An application for registration as a commaodity trading
adviser, shall be filed on the forms prescribed in Rule 32.

Rule 148.
CLEARING AND SETTLEMENT AGENCY

Registration Reguirements

All clearing and settlement agencies shall register with
the Commission in accordance with Rule 25 of these
Rules and Regulations.
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An application for registration as a clearing and
settlement agency filed with the Commission on the
prescribed form shall be accompanied with the
following:-

(a) certified true copy of the certificate of
incorporation;

(b) two certified copies of its Memorandum and
Articles of Association with all amendments
thereto and its existing bye-laws or rules which
are referred to as rules of the clearing and
settlement agency;

(c) an undertaking to submit to the Commission
copies of any proposed amendments to its rules
prior to their adoption;

(d) an undertaking to comply with and to enforce, so
far as is within its powers, compliance by its
members with the provisions of the Act and any
amendments thereto and of any rule or
regulation made thereunder; and

(e) Any other data as to its organisation, rules and
procedures.

The Commission shall register a clearing and settlement
agency only if it appears to the Commission that the
agency is organized in a manner as to be able to comply
with the provisions of the Act and Rules and Regulations
as stipulated by the Commission and effectively carry
out the functions of clearing and settlement agency.

Every clearing and settlement agency which files an
application for registration on the prescribed form shall
file with such application in duplicates an audited
statement of its financial condition in such detail as will
disclose the nature and amount of assets and liabilities
and the net worth of the clearing and settlement agency
within 60 days of the date on which the statement is
filed.
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(@)

(b)

Rule 149.
REGISTRATION OF COMMODITIES, FUTURES,

OPTIONS CONTRACTS

Pursuant to the provisions of the Act, all
commodity/futures, options contracts proposed to be
offered for sale stipulated therein shall be registered
with the Commission by the clearing corporation filing an
application with the Commission which shall contain
information to indicate the type and general character of
the commaodity futures contract including price,
quality/quantity, location, etc.

It shall be unlawful for any broker or dealer to effect any
transaction in any commodity futures contract unless
such commodity futures contract is registered with the
Commission and the Exchange or through any
association or body recognised by the Commission
being an association or body set up for the promotion
and further development of the market.

A commodity/futures contract may be registered by the
clearing corporation on the commodity/futures exchange
or with any association or body of commodity/futures
securities dealers recognised.

Rule 150.
PERIODIC RETURNS

The operators registered herein shall make periodic
returns of their operations, that is quarterly and annual
returns to the Commission or as may be prescribed by
the Commission.

The following persons shall file reports with the
Commission with respect to such commaodities options,
futures transactions on such forms at such time and in
accordance with such directions as may be prescribed
from time to time by the Commission:

i. Commaodity Futures Exchange

il Floor traders, brokers and future commission
merchants

iii. Commaodity trading advisers
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iv. Commaodity pool operators
V. Clearing agency.

Rule 151.
FEES

The fees chargeable by the Commission in respect of all
transactions with it shall be as the Commission may,
from time to time, prescribe by notice published in two
widely read national daily newspapers.

All fees/commissions chargeable by the Exchange,
Clearing and Settlement Agency and other operators
shall be cleared with the Commission before they come
into effect.

Rule 152.
FIDELITY BOND

All operators are required to obtain a fidelity bond against fraud
or defalcation by their personnel.

Rule 153.

MAINTENANCE OF ADEQUATE RECORDS OF AFFAIRS

(ii)

(i)

AND TRANSACTIONS

Every market operator/self regulatory body involved in
trading in commaodities and futures contract shall
maintain correct and adequate records of its affairs and
all transactions it is involved in as prescribed by the
Commission from time to time.

The Commission may, whenever it deems it necessary,
prescribe the nature, from, manner and content of the
records to be kept by any or all of the persons referred to
in this regulation and it shall be the duty of any such
persons to comply.

The Commission may, pursuant to the relevant section
of the Act, at anytime it deems fit examine the records
and affairs of or call for information from any market
operator or any person or institution covered by the
provisions of the Act.
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(iv)

v)

(vi)

(vii)

Any person who fails, refuses or neglects to comply with
requirements in accordance with the foregoing
provisions of this regulation shall be liable to a penalty
not exceeding N500 for everyday or part thereof in which
such failure, refusal or neglect persists.

All operators in the market shall keep accurate, complete
and systematic records together with all pertinent data
memoranda of all transactions relating to any trade or
contracts in commodity futures.

Such records shall include current ledgers or other
similar records, which show or summarizes, with
appropriate references to supporting documents, each
transaction affecting its assets, liability, income
expenses and capital accounts.

All books and records required to be made by a market
operator shall be maintained and preserved in a readily
accessible place for a period of not less than ten years
from the end of the year during which the last entry was
made on such records, the first five years in its operating
office.

Rule 154.

BUSINESS RECORDS

All market operators, commodities futures, option
exchanges as well as clearing houses shall maintain and
keep accurate and current, the following books and
records relating to their businesses in an orderly manner
at their main business offices, that is:-

0] a journal or journals, including cash receipts and
disbursement records and any other records of
original entry forming the basis of entries in any

ledger;

(i) renewal and auxiliary ledger reflecting assets,
liabilities, reserve, capital, income and expenses
accounts;

(iii) all cheque books including counterfoils of used

cheque, bank statements, cancelled cheque
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(iv)

v)

(Vi)

(vii)

(viii)

(ix)

and cash reconciliation of the market operator or
clearing house;

all trial balances, financial statements, and
internal audit working papers relating to the
business of the market operator or clearing
houses;

a list of other records of all accounts in which
the market operator or clearing house is
vested with any discretionary power with respect
to the funds, contracts or transactions of any
client;

all powers of attorney and any other evidence of
the granting of any discretionary authority by a
any client or otherwise relating to the business
of such market operator or clearing house.

all written agreements or copies thereof entered
into by the market operator or clearing house
with any client or otherwise relating to the
business of such market operator or clearing
house.

a record of every transaction in a security in
which the commodity/futures trading adviser or
any advisory representative of the
commodity/futures trading adviser has or by
reason of such transaction acquired any direct
or indirect beneficial ownership, except-

@ transaction effected in any account over
which neither the commodity/futures
trading adviser nor any advisory
representative of the commodity/futures
adviser has any direct or indirect
influence or control; and

(b) transaction in contracts which are direct
obligations of the Federal Republic of
Nigeria.

Subject to relevant provisions of these
regulations, every market operator shall
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)

preserve for a period of not less than 10 years,
the first 5 years in an easily accessible place, all
pertinent records which shall, among others,

include:

(@)

(b)

()

(d)

()

(f)

all cheque books, bank statements,
cancelled cheques and cash
reconciliation;

all bills receivable or payable (or copies
thereof) paid or unpaid, relating to the
business of such operator;

originals of all communication received
and copies of all communication sent by
such operator, (including inter-office
memoranda or communications) relating
to its business.

all trial balances, computation of
aggregate indebtedness not affecting
capital (and working papers in
connection therewith), financial
statements, branch office reconciliations
and internal audit working papers
relating to the business of such
operator,

all guarantees of accounts and all
powers of attorney and other evidence
of the granting of discretionary authority
given in respect an account and copies
of resolutions empowering an agent to
act on behalf of a corporation; and

all written agreements (or copies
thereof) entered into by such operator
relating to his business as such,
including agreements in respect of any
account.

Every operator shall preserve for a period of not
less than 5 years after the closing of any
customer’s account, any account cards or
records which relates to the terms and
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(xi)

(xii)

(xiii)

(xiv)

(xv)

conditions with respect to the opening and
maintenance of the account.

Every operator shall preserve during the life of
the enterprise and any successor enterprise, all
partnership articles, minute books, or in the case
of a company, all articles of incorporation,
minute books and share certificate books.

All proposed contract market rules relating to
terms and conditions of trade/ market and any
rule affecting the contract require prior approval
of the Commission and must be submitted for
same prior to their taking effect.

The Exchange shall file with the Commission
three copies of a report of any proposed
amendment or repeal of or any addition to its
rules not less than 30 days (or such shorter
period as the Commission may authorize) before
any action is taken on such amendments, repeal
or addition by the members of the Exchange or
by any governing body thereof.

Such proposed amendments repeal of or
addition to its rules shall receive prior approval
of the Commission before it becomes effective.

Provided however, that under emergency
circumstances the report need not be filed as
provided in this regulation but in such a case the
Exchange shall file three copies of a report
giving the Commission as much notice as the
circumstances permit, together with a written
statement of the reasons why the filing of the
report was impracticable.

SPECIFIC BUSINESS RECORDS

(i)

Specifically, records required to be kept shall
also include information listed under each
operator as follows: -
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(@)

(b)

Commodities/Futures trading
advisers:

Copy of every notice, circular,
advertisements, newspaper article,
investment letters, bulletin or other
communication recommending the
purchase or sale of a specific contract
which the market operator may circulate
or distribute directly or indirectly to 10 or
more persons and if such notice,
circular, advertisement, newspaper
article, investment letter, bulletin or
other communication does not state the
reasons for such recommendation, a
memorandum of the market operator
indicating the reasons thereof

Commodity Pool Operators/Fund
Managers:

an itemised daily record of each
commodity interest transaction of the
pool, showing the transaction date,
guantity, commaodity interest, and as
applicable, price or premium delivery
month or expiration date, whether a put
or a call, strike price, underlying contract
for future commission merchant carrying
the account and the introducing broker,
if any, whether the commaodity interest
was purchased, sold exercised, or
expired, and the gain or loss realised.

any subsidiary ledger or other
equivalent records for each participant
in the pool showing the participant’s
name and address and all funds,
securities and other property that the
pool received from or distributed to the
participant.

adjusting entries and any other records
of original entry or their equivalent
forming the basis of entries in any
ledger.
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vi

Vii

copies of each confirmation of a
commodity interest transaction of the
pool, each purchase and sale statement
and each monthly statement for the pool
received from a future commission
merchant.

the original or a copy of each report,
letter, circular, memorandum,
publication, writing advertisement or
other literature or advice (including the
texts of standardised oral presentations
and of radio, television, seminar or
similar mass media presentations)
distributed or caused to be distributed
by the commodity pool operator/fund
manager to any existing or prospective
pool participant or received by the pool
operator from any commodity trading
adviser of the pool, showing the first
date of distribution or receipt if not
otherwise shown on the document.

an itemised daily record of each
commodity interest transaction of the
commodity pool operator/fund manager
and each principal thereof, showing the
transaction date, commodity interest,
and , as applicable, price or premium,
delivery month or expiration date,
whether a put or a call, strike price
underlying contract for future
commission merchant carrying the
account and the introducing broker, if
any whether the commaodity interest was
purchased, sold, exercised, or expired,
and the gain or loss realised.

each information of a commaodity
interest transaction, each purchase and
sale statement and each monthly
statement furnished by a futures
commission merchant to (i) the
commodity pool operator/fund manager
relating to a personal account of the

136



commodity pool operator/fund manager,
and (ii) each principal of the pool
operator/fund manager relating to a
personal account of such principal.

C. Futures Commission Merchants:

(i)

(ii)

each futures commission merchant which
invests customers’ funds and each clearing
organisation, which invests customers’ funds of
its clearing members’ customers or option
customers, shall keep a record showing the
following:

@ the date on which such investments
were made;

(b) the name of the person through whom
such investments were made;

(c) the amount of money so invested,;

(d) a description of the obligations in which
such investments were made;

(e) the identities of the depositories or other
such places where such obligations are
segregated,;

® the date on which such investments

were liquidated or otherwise disposed of
and the amount of money received from
such disposition, if any; and
(9) the name of the person to or through
whom such investments were disposed
of.
Each futures commission merchant must
promptly furnish in writing to each commaodity
customer and to each option customer and to
each foreign futures and options customers as
at the close of the last business day of each
month or as at any regular monthly date
selected, except for accounts in which there are
neither open positions at the end of the
statement period nor any changes to the
account balance, since the previous statement
period, but in any event not less frequently than
once every three months, a statement which
clearly shows for a commodity customer:-
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(d)

@ the open contracts with prices at which

required

(b) the net unrealised profits or losses in all
open contracts marked to the market;

(c) any customer funds carried with the
futures commission merchant; and

(d) a detailed accounting of all financial

charges and credits to such customers’
accounts during the monthly reporting
period.

Clearing Agency

Each clearing organisation, which receives, documents
from its clearing members representing investment of
customers’ funds shall keep a record showing separately
for each clearing member the following:

€)) the date on which such documents were
received from the clearing member;

(b) a description of such documents; and

(c) the date on which such documents were

returned to the clearing member or the details of
disposition by other means.

Rule 155.
FRAUD AND OTHER MALPRACTICES

It shall be unlawful for any person howsoever involved in
commodity/futures/options  trading to directly or
indirectly:

@ employ any device, scheme or artifice to defraud
or capable of defrauding any person or
institutions;

(b) make, utter, or present any untrue statement of

a material fact;

(c) omit to disclose a material fact/information
necessary to clarify any statement which may
otherwise be misleading in the light of the
circumstances under which it was made;
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(d) engage in any act, practice or course of
business which operates or would operate as a
fraud or deceit upon any person in connection
with the purchase or sale of or dealing in any
commodity or futures;

(e) deal in futures and contracts based on the deal
in the securities of a company of which he is an
insider;

® deal in the future/contract based on the
commodities of any board of which he is an
insider;

2. For the purposes of paragraph (1) of this regulation,
dealing by an insider applies to dealings at a recognised
Exchange and off-the-market dealings in advertised
commodities. Insider dealing occurs where a person or
group of persons who is in possession of some
confidential price sensitive information not generally
available to the public, utilises such information to buy or
sell commodities and futures for its own account or
makes such information available to a third party (either
knowingly or unknowingly) who uses it for his benefit.

Rule 156.

PENALTIES: GENERAL PROVISIONS
Except as specifically provided under any of the provisions of
these Rules and Regulations, any person who fails or refuses,
neglects or wilfully contravenes or refuses to comply with any of
the provisions of this regulation shall be liable to a penalty not
exceeding N500 for everyday or part thereof in which such
failure, refusal or neglect persists.

Rule 157.

FLOOR/PIT TRADING
No member of the Commaodity Exchange shall while on
the floor of the Exchange, initiate directly or indirectly
any transaction in any commodity admitted to trading on
such Exchange for any account in which a member has
an undisclosed interest, or for any account with respect
to which a member has discretion as to the time or
execution, the choice of security to be bought or sold,
the total amount of any security to be bought or sold,
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whether any transaction shall be one of purchase or

sale.

ii. The provisions of paragraph (i) shall not apply to:-

(@)

(b)

()

any transaction made with the prior approval of
the Exchange to permit a member to contribute
to the maintenance of a fair and orderly market
in a security or any purchase or sale or reverse
any transaction;

any transaction to offset a transaction made in
error;

any transaction effected in conformity with a
plan designed to eliminate floor trading activities
that are not beneficial to the market and which
plan has been adopted by an exchange and
declared effective by the Commission

Rule 158.
EXCHANGE MEMBERS

The rules of a Commodity/Futures Exchange may permit a
member of the Exchange to be licensed as an exchange
member and in such a situation the rules shall, among others:

@

(i)

(i)

prescribe adequate minimum capital
requirements in compliance with the Rules and
Regulations of the Commission;

require as a condition for licensing as an
exchange member that the member shall
engage in a course of dealings that may assist
in the maintenance, so far as is practicable, of a
fair and orderly market, and that the Exchange
may suspend or cancel the registration of the
member if there is a finding by the Exchange of
any substantial or continued failure by the
Exchange member to engage in such a course
of dealings;

include procedures for the effective and
systematic surveillance and investigation of the
activities of exchange members.
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Rule 159.
MINIMUM FINANCIAL REQUIREMENTS

i. Any person or persons wishing to operate in the
commodity/futures/options market shall comply
with the minimum financial and related reporting
requirements as prescribed in rules 44 and 45 of
these rules and regulations and as may be
specified by the Commission from time to time.

ii. A registered operator shall maintain capital
adequacy in accordance with the rules,
conditions and procedures stipulated by the
Commission from time to time.

Rulel160.
CROP_MARKET INFORMATION LETTERS, REPORTS:
COPIES REQUIRED

Each Futures Commission Merchant and each member of a
contract market shall upon request furnish or cause to be
furnished to the Commission a true copy of any letter, circular,
telegram, e-mail, telefax or report published or given general
circulation by such futures commission merchant or member
which concerns crop or market information or conditions that
affect or tend to affect the price of any commaodity, and the true
source of or authority for the information contained therein.

Rule 161.
INFORMATION REQUIRED CONCERNING WAREHOUSES,
DEPOSITORIES, AND OTHER SIMILAR ENTITIES

Each exchange shall file with the Commission a list of all
warehouses, depositories and other similar entities in which or
out of which commodities are deliverable in satisfaction. Such
warehouses, depositories and other similar entities shall conform
to specifications as shall be determined by the Commission.
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Rule 162.

RECORDS AND REPORTS OF WAREHOUSES,

DEPOSITORIES AND OTHER SIMILAR ENTITIES:

VISITATION OF PREMISES

Each exchange shall require the operators of
warehouses, depositories and other similar entities
whose receipts are deliverable in satisfaction of
commodity futures contracts or options on physicals
made on or subject to the rules of such contract market:

(@)

(b)

()

to keep records showing the stocks of each
commodity traded for future delivery or upon
which option contracts are traded on such
contract market in store in such warehouses,
depositories and other similar entities by kinds,
by classes, and by grades. If stored under
conditions requiring such designation or
identification, and including also lots and parcels
stored in specifically leased space of the
warehouse, depository or other similar entity;
upon call from the Commission to report the
stocks of commaodities in other similar entities
and to furnish information concerning stocks of
each commodity traded for future delivery or
upon which option contracts are traded on such
contract market about to be transferred or in the
process of being transferred or otherwise moved
into or out of such warehouses, depositories and
other similar entities as well as any other
information concerning commaodities stored in
such warehouse, depositories and other similar
entities which are or may be available for
delivery on futures contracts or options on
physicals .

to permit visitation of the premises and
inspection of the books and records of such
warehouses, depositories and other similar
entities by duly authorized representatives of the
Commission and to keep all books, records,
papers and memoranda relating to the storage
and warehousing of commodities in such
entity for a period of 5 years from the date
thereof.
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Rule 163.
DELIVERY OF COMMODITIES CONFORMING TO SPECIFIED
STANDARDS

Each contract market shall require that all contracts of sale of
any commodity for future delivery on or subject to the rules of
such contract market shall provide for the delivery thereunder of
commodities of grades conforming to specified standards. Such
standards shall have been officially promulgated and adopted by
the Commission. In the event of a change in such standards, all
contracts made on and after the effective date of the adoption of
the revised standard by the Commission shall be changed.
Provided, that this shall not be construed to prevent the closing
of trades made prior to the effective date of such adoption by the
Commission.

Rule 164.
DEFINITIONS

For the purpose of these Rules and Regulations, the following

terms shall have the meanings hereby assigned to them unless

the context otherwise requires:

€)) “Associated Person”: means any natural person who
is associated in any of the following capacities with:

i. a future commission merchant as a partner, officer,
employee (or any natural person occupying a similar
status or performing similar functions), in any capacity
which involves

0] the solicitation or acceptance of customers’ or
option customers’ orders (other than in a
clerical capacity or

(i) the supervision of any person or persons so
engaged,;

ii. an introducing broker as a partner, officer, employee, or
agent (or any natural person occupying a similar status
or performing similar functions), or the option
customers’ orders ( other than in a clerical capacity) or
the supervision of any person or persons so engaged; or
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(b)

()

(d)

a commodity pool operator/fund manager as a partner,
officer, employee, consultant; or agent (or any natural
person occupying a similar status or performing similar
functions), in any capacity which involves

0] the solicitation of funds, securities, or property
for a participation in a commodity pool or

(i) the supervision of any person or persons so
engaged; or

a commodity trading advisor as a partner, officer,
employee, consultant, or agent (or any natural per son
occupying a similar status or performing similar
functions), in any capacity which involves:

0] the solicitation of a client’s or prospective
client’s discretionary account, or

(i) the supervision of any person or persons so
engaged; and

A leverage transaction merchant as a partner, officer,
employee, consultant, or agent (or any natural person
occupying a similar or performing similar functions), in
any capacity which involves (i) the solicitation or
acceptance of leverage customers’ orders (other than in
a clerical capacity) for leverage transactions.

“Business day”: means any day other than a Saturday,
Sunday or public holiday. In all notices required by the
rules and regulations in this chapter to be given in terms
of business days the rule for computing time shall be to
exclude the day on which natice is given and include the
day on which shall take place the act of which notice is
given.

“Clearing member”: means any person who is a
member of, or enjoys the privilege of clearing trades in
his own name through, the clearing organisation of a
contract market.

“Clearing organisation”: means the person or
organisation which acts as a medium for clearing
transactions in commodities for future delivery or
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()

(f)

(9)

(h)

commodity option transactions, or for effecting
settlements of contracts for future delivery or commaodity
option transactions, for and between members of any
contract market.

“Commodity”: means and includes cocoa, rubber, palm
kernel, palm oil, coffee, hides and skin, gold, wheat,
cotton, rice, corn, oats, barley, rye, flax-seed, grain
sorghums, mill feeds, butter, eggs, potatoes, wool tops,
fats and oils (including lard, tallow, cottonseed meal,
groundnut oil, soyabean meal oil, and all other fats and
oils), cottonseed, groundnuts, soyabeans, soyabean
meal, livestock products, and oranges, solid minerals
and all other goods and articles, except all services,
rights and interests in which contracts for future delivery
are presently or in the future dealt in.

“Commodity Futures Exchange” means any
exchange or association, whether incorporated or
unincorporated, or persons who shall be engaged in the
business of buying or selling any commodity/futures
contracts or receiving the same for sale on consignment.

“Commodity Option Transaction; Commodity
Option: each means any transaction or agreement in
interstate commerce which is or is held out to be of the
character of, or is commonly known to the trade as, an
“option,” “indemnity,” “bid,” “offer,” “call,” “put,” “advance
guaranty,” or “decline guaranty” and which is subject to
regulation under the Act and these Rules and

Regulations.

” o

“Commodity Pool /Fund Manager” means any person
engaged in a business which is of the nature of an
investment trust, syndicate, or similar form of enterprise,
and who, in connection therewith, solicits, accepts or
receives from others, funds, securities, or property,
wither directly through capital contribution, the sale of
stock or other forms of securities, or otherwise, for the
purpose of trading in any commodity for future delivery
or commodity option on or subject to the rules of any
contract market, but does not include such persons not
within the intent of this definition as the Commission
may specify by rule or regulation or by order.
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(i)

0

(k)

()

(m)

(n)

“Commodity Trading Advisor”. means any person
who, for compensation or profit, engages in the business
of advising others, either directly or through publications,
writing or electronic media, as to the value of, or the
advisability of trading in any contract of sale of a
commodity for future delivery made or to be made on or
subject to the rules of a contract market.

“Contract Market”: means a Commodity/Futures
Exchange.

“Contract of Sale”: includes sales, purchases,
agreements of sale or purchase and agreements to sell
or purchase.

“Controlled Account”: An account shall be deemed to
be controlled if a holder of power of attorney or
otherwise actually directs trading for such account.

“Customer; Commodity Customer”: has the same
meaning and refer to a customer trading in any
commodity named in the definition of commodity herein.

“Customer Funds”: means all money, securities, and
property received by any commodity futures market
operator or by a clearing organisation from, for, or on
behalf of, customers or option customers:

1. in the case of commodity customers, to margin,
guarantee, or secure contracts for future delivery
on or subject to the rules of a contract market
and all monies accruing to such customers as
the result of such contracts; and

2. in the case of option customers, in connection
with a commodity option transaction on or
subject to the rules of a contract market:

i. to be used as a premium for the
purchase of a commodity by an option
customer;

ii. as a premium payable to an option
customer;
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(0)

(V)

(a)

(s)

iii. to guarantee or secure performance of a
commodity option by an option
customer; or

iv. representing accruals (including, for
purchasers of a commodity option, the
market value of such commodity option)
to an option customer.

“Delivery month” means the month of delivery
specified in a contract of sale of any commodity for
future delivery.

“Floor broker”: means any person who, in or
surrounding any pit, ring, post, or other place provided
by a contract market for the meeting of persons similarly
engaged, shall purchase or sell for any other person any
commodity for future delivery on or subject to the rules of
any contract market and shall include any person
required to register as a floor broker under the Act.

“Floor trader” means any person who, in or surrounding
any pit, ring, post, or other place provided by a contract
market for the meeting of persons similarly engaged,
purchases or sells solely for such person’s own account,
any commodity for future delivery on or subject to the
rules of any contract market and shall include any
person required to register as a floor trader by rule or
regulation of the commission pertaining to the operation
of an electronic trading system.

“Foreign board of trade”: means any board of trade,
exchange or market located outside Nigeria, whether
incorporated or unincorporated, where foreign futures or
foreign options transactions are entered into.

“Foreign futures or foreign options secured
amount”: means all money, securities and property
held by or held for or on behalf of a future commission
merchant from, for, on behalf of foreign futures or foreign
options customers.

1. In the case of foreign futures customers, money,
securities and property required by a futures
commission merchant to margin, guarantee, or
secure open foreign futures contracts plus or
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(t)

(u)

v)

(w)

minus any unrealized gain or loss on such
contracts;

2. In the case of foreign options customers in
connection with open foreign options
transactions money, securities and property
representing premiums paid or received.

3. Other funds required to guarantee or secure
open transactions plus or minus any unrealized
gain or loss on such transactions.

“Future delivery”: This term does not include any sale
of a cash commodity for deferred shipment or delivery.

“Futures commission merchant”: means

i. Individual, association, partnership,
corporations, and trusts engaged in soliciting or
in accepting orders for the purchase or sale of
any commodity for future delivery on or subject
to the rules of any contract and that, in or in
connection with such solicitation or acceptance
of orders, accepts any money, securities, or
property (or extends credit in lieu thereof) to
margin, guarantee or secure any trades or
contracts that result or may result therefrom; and

ii. shall include any person required to register as a
futures commission merchant under the Act.

“Guarantee Agreement” means an agreement of
guaranty in the appropriate form executed by a
registered futures commission merchant and by an
Introducing broker or applicant for registration as an
Introducing broker in satisfaction of the alternative
adjusted net capital requirement.

“Introducing broker” means:

1. any person who, for compensation or profit,
whether direct or indirect, is engaged in soliciting
or in accepting orders (other than in a clerical
capacity) for the purchase or sale of any
commodity for future delivery on or subject to
the rules of any contract market who does not
accept any money, securities to property (or

148



)

v)

@

(i)

extend credit in lieu thereof) to margin,
guarantee, or secure any trades or contracts
that result or may result therefrom: and

2. includes any person required to register as an
Introducing broker by virtue of section 2(i) of the
General Provisions of these Rules and
Regulations, provided that the term “Introducing
broker” shall not include:

any futures commission merchant, floor
broker, or associated person, acting in
its capacity as such;

any commodity trading advisor, which,
acting in its capacity as a commaodity
trading advisor, is not compensated on
a per-trade basis or which solely
manages discretionary accounts
pursuant to a power of attorney; and
any commaodity pool operator which,
acting in its capacity as a commodity
pool operator, solely operates
commodity pools.

“Member of an Exchange”: means and includes
individuals, associations, partnership, corporations, and
trusts owning or holding membership in, or admitted to
membership representation on, a contract market or
given members’ trading privileges thereon.

“Minister of Finance”: means the Federal Minister of
Finance or any person to whom authority has lawfully
been delegated or to whom authority may hereafter
lawfully be delegated to act in his stead.

“Net deficit”:

means the debit balance which would be

obtained by combining the commodity margin balance of
any person with the net profit or loss, if any, accruing on
the open trades or contracts or commodity option
transactions of such person.

“Net equity”: means the balance which would be
obtained by combining the commodity margin balance of
any person with the net profit or loss, or if any, accruing
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(zii)

(ziii)

(ziv)

(zv)

(zvi)

(zvii)

on the open trades or contracts or commodity option
transactions of such person.

“Open contracts”: means contracts of purchase or sale
of any commodity made by or for any person on or
subject to the rules of a board of trade for future delivery
during a specified month or delivery period which have
not been fulfilled by delivery nor offset by other contracts
of sale or purchase in the same commodity and delivery
month.

“Option customer”: any person who directly or
indirectly, purchases or grants (sells), or otherwise
acquires or disposes of any interest in a commodity
option for value.

“Person”: includes individuals, associations,
partnerships, corporations, and trusts.

“Physical”: means any goods articles, service, right or
interest upon which a commodity option may be traded
in accordance with the Act and these Rules and
Regulations.

“Premium”: means the amount agreed upon between
the purchaser and seller, or their agents, for the
purchase or sale of a commodity option on or subject to
the rules of a contract market.

“Proprietary account”: means a commodity futures or
commodity option trading account carried in the books
and records of an individual, a partnership, corporation
or other type of association:

1. for one of the following persons, or

2. of which ten percent or more is owned by one of
the following persons, or an aggregate of ten
percent or more of which is owned by more
than one of the following persons:

i. such individual himself, or such
partnership, corporation or association
itself;

ii. in the case of a partnership, a general
partnership in such partnership;
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in the case of limited partnership, a
limited or special partner in such
partnership whose duties include:

€)) the management of the
partnership business or any part
thereof:

(b) the handling of the trades or
customer funds of customers or
option customers or such
partnership;

(c) the keeping of records
pertaining to the trades or
customer funds of customers or
option customers of such
partnership; or

(d) the signing or co-signing or co-
signing of checks or drafts on
behalf of such partnership;

In the case of a corporation or
association, an officer, director or owner
of ten percent or more of the capital
stock, of such organisation.

An employee of such individual,
partnership, corporation or association
whose duties include:

(a) the management of the
business of such individual,
partnership, corporation or
association or any part thereof;

(b) the handling of the trades or
customer funds of customers or
option customers of the
individual, partnership,
corporation or association;

(c) the keeping of records
pertaining to the trades of funds
of customers or option
customers or such individual,
partnership, corporation or
association; or

(d) the signing or co-signing of
cheques or drafts on behalf of
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such individual, partnership,
corporation or association.

Vi. A spouse or minor dependant living in
the same household of any of the
foregoing persons;

Vii. A business affiliate that directly or
indirectly controls such individual,
partnership, corporation or association;

Viil. A business affiliate that, directly or
indirectly is controlled by or is under
common control with such individual,
partnership, corporation or association.

(zviii) “Strike Price”: means the price, per unit at
which a person may purchase or sell the
contract of sale or a commodity for future
delivery of the physical commodity which is the
subject of a commodity option.

D5 CLEARING AND SETTLEMENT AGENCIES
PART E. REGULATION OF CAPITAL MARKET OPERATORS
El GENERAL

Rule 165
Compromise with Creditors

Any registered market operator shall notify the Commission at
least three months before the meeting of creditors, of its intention
to compromise with its creditors.

Rule 166
Issuing House Fee

Issuing house fees on equities and interest bearing securities
shall not exceed 2.5 per cent of the market value of the
securities or as prescribed by the Commission from time to time.
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Rule 167
Broker/Dealer Fee

Broker/Dealers fees for the purchase or sale of securities on
behalf of their clients shall not exceed 3% of the market value of
the securities.

Every broker/dealer shall pay to the Commission the prescribed
fees as per Schedule 1 of these Rules and Regulations on every
security traded on an Exchange or any other registered SRO.

1)

(2)

(3)

(1)

(2)

Rule 168
Maintenance of Adequate Records of Affairs
and Transactions

All registered SRO’s and market operators shall maintain
correct and adequate records of their affairs and all
transactions they are involved in as required under the
provisions of their Rules and Regulations.

The Commission may, whenever it deems it necessary,
prescribe the nature, form and content of the records to
be kept by any or all of the persons referred to in
paragraph (1) of this regulation and it shall be the duty of
any such person or persons to comply.

Any person who contravenes or fails, neglects or refuses
to comply with the provisions of paragraphs (1) and (2)
of this regulation shall be liable to a fine of N1000 for
every day such contravention, failure, neglect or refusal
persists; in addition to any other sanction the
Commission may impose.

Rule 169
Examination by Self Regulatory Organisations

A market operator subject to these regulations shall
permit duly authorized officer(s) of an SRO to which the
market operator belongs to examine the activities and
records of such operator

An SRO shall furnish copies of all reports of examination
of any person who is a member of such SRO to the
Commission not later than 30 days after the quarter in
which such inspections were carried out.
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3) The report by the SRO’s shall contain the following
among others:

Rule 170
Reports to be Filed

Every registered market operator shall:

Q) annually file with the Commission reports and accounts
certified by an Auditor prepared on a calendar or fiscal
year basis and such other financial statements and
information concerning its condition as the Commission
may prescribe as necessary or appropriate in the public
interest or for the protection of investors. Such reports
shall be filed with the Commission not later then three
(3) months after the end of the accounting year;

(2) report to the Commission, the Exchange to which it is a
member, and the registrar, the discovery of the theft or
loss of any security. Such reports shall be made within
48 hours of the discovery and shall state the following
information if applicable:

0] name of issuer;

(i) type of security;

(iii) date of issue;
(iv) maturity date;
(v) denomination;
(vi) interest rate;

(vii) certificate number;
(viii) name in which registered;

(ix) date of discovery.

Rule 171
Recognition of Accountants

The Commission shall not recognize as a qualified accountant
any person who is not duly recognized and entitled to practice as
such under the laws of Nigeria or any accountant who is barred
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by the Commission, for the protection of investors, from acting as
such in connection with any public offering.

Rule 172
Auditors Report

(1) The auditor(s) report shall be duly signed and dated and
shall contain:

@ a reasonably comprehensive statement as to
whether the auditor reviewed the procedures
followed for safeguarding the securities of
customers, and including, if with respect to
significant items in the report covered by the
certificate and auditing procedures generally
recognized as normal have been omitted, a
specific designation of such procedures and of
the reasons for their omissions;

(b) a statement whether the audit was made in
accordance with generally accepted auditing
standards applicable in the circumstances; and

(©) a statement whether the audit made omitted any
procedure deemed necessary by the accountant
under the circumstances of the particular case.

(2) Nothing in this regulation shall be construed to imply
authority for the omission of any procedure which the
auditor(s) would ordinarily employ in the course of an
audit made for the purpose of expressing the opinions
required by Rules 157 of these Regulation.

Rule 173
Opinions to be Expressed

The report of the auditor shall state clearly his opinion with
respect to the financial statement covered by the report and the
accounting principles and practices reflected therein.
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Rule 174
Exceptions

Any matter to which the auditor takes exception shall be clearly
identified and the exception thereto clearly and specifically stated
to the extent practicable and the effect of each of the exceptions
on the related item of the report shall be given.

E.2 BROKER/DEALERS

Rule 175

Functions
Registered brokers/dealers shall have the following functions
amongst others :

0] purchasing securities on behalf of himself and clients;
(i) disposing of securities on behalf of his client and self;
(iii) trading on registered Securities Exchanges and Over the

Counter Markets;
(iv) other services ancillary to (i) - (iii) above.

Rule 176
Net Capital Requirement

No broker or dealer shall permit his aggregate indebtedness to
exceed 200 percent of his net capital.

Rule 177
Records of Transactions with clients

A Broker/dealer shall maintain proper and adequate records of
transactions for and on behalf of each client. Such records shall
include among others:

mandate forms
contract Notes
clients’ statement of Accounts

deposit receipt for purchase of shares

S

scrip receipt for certificate deposit
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(@)

(b)

Rule 178

Segregation of Accounts/ Hypothecation/ Margin

Accounts etc.

A broker/dealer is required at all times to keep separate
account for every client transactions and shall not
engage in the following acts:

(i)

(if)

(i)

(iv)

v)

(Vi)

(vii)

mixing of clients funds with funds of the
broker/dealer in a single account;

mixing of securities carried for the account of a
customer with securities carried for the accounts
of any other customer or self;

pledging of any securities of a client to borrow
in the ordinary course of business as a
broker/dealer;

use of client’s fund to purchase securities not
specified in the prior mandate of the client;

alteration of the client's mandate without
obtaining the prior consent of the client;

use of client’s uninvested funds for purposes
other than for the benefit of the client;

any other act that may be specified by the
Commission from time to time for the protection
of investors.

A broker/dealer may maintain margin Accounts for its
clients subject to the provisions of the Act and the
monetary guidelines issued from time to time by the
Central Bank of Nigeria:

(i)

(ii)

a broker/dealer maintaining margin accounts
shall as a matter of policy, disclose it in the
annual audited accounts and to their clients;

no broker/dealer shall extend credit to it's clients
in excess of 200% of it's net capital in the
aggregate per annum;
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(i)

(iv)

(1)

(@)

margin accounts maintained by a broker/dealer
shall not be used for any other purpose other
than for transaction in securities;

a broker/ dealer shall file a quarterly report with
details of the operations of the margin account.

Rule 179
Periodic Report to Clients

Every broker/dealer shall furnish its clients with:

0] a monthly report of its clients’ accounts
showing both credit and cash
transactions on behalf of the client and
shall include the bank reconciliation
statement for the month for the client’s
account;

(i) a monthly report detailing the clients,
share portfolio including the statement
of share ownership from the clearing
agency.

Notwithstanding paragraph (1) above every
broker/dealer shall provide a client on demand,
a statement of account showing both credit and
cash transactions on behalf of the client.

Rule 180
Soliciting Deposit

Pursuant to the provisions of the Act, no broker/dealer shall
solicit deposits through brochures, salesmen, canvassers or by
any other means.

Rule 181
Mandate to Purchase Shares

Every broker/dealer shall ensure that the aggregate worth of all
mandates to purchase securities for clients does not exceed
200% of paid up share capital and reserves of the stock broking
company.
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Rule 182
Broker Acting as Agent

(1) A broker acting as agent of the transferor shall verify the
certificate or statement of holdings such security with
the registrar of the issue before any deal on such
security can be done on an exchange.

(2 The period between when a certificate statement of
holdings for a security is verified and lodged shall not
exceed 5 days provided that where there is a need to
exceed the prescribed period, the broker/dealer shall
notify the Commission justifying the need for an
extension of time.

) Where the security is available, the broker with the
mandate to buy shall execute its client’s order including
lodgement within 5 working days.

4 In the case of nominal transfer, the broker shall submit
evidence of verification and lodgement with the registrar
within 5 days and the certificates (where
applicable)mailed by registered post by the broker to the
clients within 5 days after collection from the registrar.

E3 SUB-BROKER

The provision of part E2 shall apply

E4 JOBBERS

The provision of part E2 shall apply

E5 ISSUING HOUSES
Rule 183
Functions

Registered Issuing houses shall have the following functions
amongst others:

0] acting as agent of issuer for purposes of primary issues;
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(ii)

(i)

(iv)

1)

(2)

(3)

co-ordinating activities of other professionals and parties
to the issue;

preparing the registration statement, the prospectus and
other offer documents;

any other roles ancillary to any of the above.

Rule 184
Separate Accounts for Proceeds of Issue

A separate account for the proceeds of every issue shall
be opened with an appointed receiving banker. An
Issuing house shall not act as a receiving banker in the
same issue.

The Issuing house to every issue shall ensure that all
proceeds of the issue are kept in a separate account in
accordance with these Rules and Regulations.

The Issuing House shall pay to the issuer proceeds of
the issue within one working day of clearance of
allotment proposal.

Rule 185
Returns to be filed

The Issuing house shall make the following returns to the
Commission:

0] allotment proposal;

(i) statement of account as at the date of
allotment;

(iii) evidence of transfer of the proceeds of

the issue to the Issuer;

(iv) certified copies of returns filed with the
Corporate Affairs Commission;

(v) semi-annual statement of activities in

the capital market including staff
movement;
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(vi) completed FORM SEC QR/3 as
contained in schedule 3.

(vii) evidence of publication of results of
allotment in at least two National
Newspapers.

E6 UNDERWRITERS

Rule 186
Definition and Functions

Underwriting is an arrangement whereby an underwriter
undertakes for a permissible commission to pay an issuer of
security at a predetermined date, an amount based on the price
of the shares determined by the issuing house with a view to
resale not as a form of Investment. The functions of underwriter
include underwriting of public issues either on a firm basis,
standby or best effort basis

(A)
(i)

(ii)

(i)

(iv)

Rule187

PERSONS WHO MAY ACT AS UNDERWRITERS

No person may act as underwriter in any public
issue of securities unless such a person is
registered by the Commission to perform the
function

The following may act as underwriters:

€)) Merchant Banks

(b) Issuing Houses

(c) Insurance companies

(d) any other person as may be determined

by the Commission from time to time.

Every mandate to act as underwriter must be
evidenced in an underwriting agreement which
shall be filed with the Commission along with the
offer documents in a public offer of securities.

where an issue is sub-underwritten, a sub-
underwriting agreement shall be filed with the
Commission along with the offer documents for
the public offer
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(v) where there are more than one underwriter, an
agreement regulating the relationship between
them shall be filed with the Commission.

(vi) The provisions of these rules shall be read in
conjunction with the rules guiding public offer of
securities and in particular rules 76 -78 dealing
with amount to be underwritten, underwriting
commission and time amount underwritten is
made available to the issuer.

(B) CONTENT OF UNDERWRITING AGREEMENT
An underwriting agreement shall contain, among others,

the following:

(1) names of the parties to the agreement

(2) type of underwriting commitment

3) authorisation clause

(4) the underwriting commission

(5) responsibility in case of default by an
underwriter where there is more than one
underwriter

(6) time of closing of the deal

@) covenants and obligations of the parties

(8) indemnity clause

(9) conditions for subscription by underwriters

(20) arbitration and governing laws
All underwriters shall forward to the Commission a copy of the
letter of offer from the issuer appointing them as underwriter for
the issue

E7 FUND/PORTFOLIO MANAGERS

Rule 188
Functions

Registered fund/ portfolio managers may perform the following
functions amongst others:

0] financial advisory services;

(i) Determination of type of securities to transact in
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(i)
(iv)

v)

(1)

publication of financial market periodicals;

management of funds and portfolios on behalf of
investors.

any other role ancillary to any of the above.

Rule 189
Books and Records to be Maintained by
Fund/Portfolio Managers

Every fund/portfolio manager shall keep and maintain
accurately the following books and records relating to its
functions, namely:

€)) a journal or journals, including cash receipts and
disbursement records and any other records of
original entry forming the basis of entries in any
ledger;

(b) renewal and auxiliary ledgers reflecting assets,
liabilities, reserves, capital, income and
expenses accounts;

(c) all cheque books including counterfoils of used
cheques, bank statements, cancelled cheques
and bank/cash reconciliation of the manager;

(d) all trial balances, financial statements, and
internal audit working papers relating to the
business of the manager;

(e) a list or other record of all accounts in which the
manager is vested with any discretionary power
with respect to the funds, securities or
transactions of any client;

) all powers of attorney and any other evidence of
the granting of any discretionary authority by any
client or otherwise relating to the business of
such manager;
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(@)

(9)

(h)

all written agreements or copies thereof entered
into by the manager with any client or otherwise
relating to the business of such manager;

a copy of every notice, circular, advertisement,
newspaper article, investment letter, bulletin or
other communication recommending the
purchase or sale of a specific security which the
manager may circulate or distribute directly or
indirectly to 10 or more persons (other than
investment supervisory clients or persons
connected with such manager) and if such
notice, circular, advertisement, newspaper
article, investment letter, bulletin or other
communication does not state the reasons for
such recommendation, a memorandum
indicating the reasons thereof;

0] a record of every transaction in a
security in which the manager or any
advisory representative of the manager
has or by reason of such transaction
acquired any direct or indirect beneficial
ownership, except:

@ transactions effected in any
account over which neither the
manager nor any advisory
representative of the manager
has any direct or indirect
influence or control; and

(b) transactions in securities which
are direct obligations of the
Federal Republic of Nigeria.

The records and books referred to in paragraph (1) of
this regulation shall state the title and amount of the
security involved, the date and nature of the transaction,
purchase, sale or other acquisition or disposition, the
price at which it was effected and the name of the
broker, dealer or bank with or through whom the
transaction was effected.
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(3)

(4)

()

For the purposes of paragraph (1) of this rule the term
“advisory representative” shall mean “any employee who
makes any recommendation or who participates in the
determination of which recommendation shall be made,
or who in connection with his duties obtains any
information concerning which securities are being
recommended and includes any person in a controlling
relationship to the manager and who obtains information
concerning securities in respect of which
recommendation are being made by the manager other
than as a regular client of such manager.

A manager shall not be deemed to be in violation of any
of the provisions of this regulation by reason only of his
failure to record transactions in securities of any advisory
representative if he establishes that he instituted
adequate procedures and used reasonable diligence to
promptly obtain reports of the transactions required to be
recorded.

A manager having custody or possession of securities or
funds belonging to a client shall in addition to the
requirements of paragraph (1) of this rule make and
keep the following records:

@ a journal or other record showing all purchases,
sales, receipts and deliveries of securities
(including certificate numbers) for such accounts
and all other debits and credits to such account;

(b) a separate ledger account for each such client
showing all purchases, sales, receipts and
deliveries of securities, the date and price of
each such purchase, sale, receipt or delivery
and all debits and credits;

(c) copies of confirmations of all transactions
effected by or for the account of any such client;
and

(d) a record for each security in which any such

client has interest, which shall show the name of
each client having any interest in such security,
the amount or interest of each client and the
location of each such security.
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(6)

(7)

(8)

(9)

Subject to the provision of paragraph (1) of this rule,
every fund/portfolio manager who renders any
investment, supervisory or management service to any
client shall, with respect to the portfolio being invested,
supervised or managed and to the extent that the
information is reasonably available to or obtainable by
the manager, make and keep true, accurate and current
records:

0] separately showing in respect of each such
client the securities purchased or sold and the
date, amount and price of each such purchase
or sale;

(i) for each security in which any such client has a
current interest information from which the
manager can promptly furnish the name of each
client and the current amount of interest of such
client.

Any books or records required by the provisions of this
regulation may be maintained by the manager in such
manner that the identity of any client to whom the
manager renders investment supervisory services is
indicated by numerical or alphabetical code or some
similar designation.

All books or records required to be made under the
provisions of paragraphs (1) to (7) of this rule shall be
maintained and preserved in a readily accessible place
for a period of not less than 6 years from the end of the
year during which the last entry was made on such
record, the first 3 years in an appropriate office of the
manager.

Partnership articles and any amendments thereto,
articles of association, minute books and stock certificate
books of the manager and of any predecessor shall be
maintained in the principal office of the manager and
preserved until at least 3 years after the termination of
the business.
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1)

(@)

Rule 190

Advertisement by Fund/Portfolio Managers

For the purpose of this regulation, the term
“advertisement” shall include any notice, circular, letter
or other written or electronic medium of communication
addressed to more than one person which offers:

(@)

(b)

()

any analysis, report or publication concerning
securities or which is to be used in making any
determination as to when to buy or sell any
security or which security to buy or sell;

any graph, chart, formula or other device to be
used in making any determination as to when to
buy or sell any security or which security to buy
or sell;

any other investment advisory service with
regard to securities.

It shall constitute a fraudulent, deceptive or manipulative
act, practice or course of business for any fund/portfolio
manager or investment adviser to directly or indirectly
publish, circulate or distribute any advertisement which:

@)

(b)

refers directly or indirectly to any testimonial of
any kind concerning any advice analysis report
or other service rendered by the manager;

refers directly or indirectly to any specific past
recommendations of the manager which were or
would have been profitable to any person,
provided that this shall not prohibit an
advertisement which sets out or offers to furnish
a list of all recommendations made by the
manager within the immediate preceding period
of not less than 1 year of the advertisement, and
the list shall if it is furnished separately:

0] state the name of each security
recommended, the date and nature of
each such recommendation, that is
whether to buy, sell or hold the market
price at that time, price at which the
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()

(d)

()

(f)

recommendation was to be acted upon
and the market price of each security as
of the most recent practicable date;

(i) contain the following cautionary note on
the first page thereof in bold type: “it
should not be assumed that
recommendations made in the future will
be profitable or will equal the
performance of the securities in this list”.

represents directly or indirectly that any graph,
chart, formula or other device being offered can
in and of itself be used to determine which
securities to buy or sell or when to buy or sell
them;

represents directly or indirectly any graph, chart,
formula or other device being offered which will
assist any person in making his own decisions
as to which securities to buy or sell or when to
buy or sell them without prominently disclosing
in the advertisement the limitations thereof and
the difficulties with respect to its use;

contains any statement to the effect that any
report, analysis or other service will be furnished
free or without charge unless the report, analysis
or other service actually is or shall be furnished
free and without any condition or obligation
directly or indirectly; or

contains any untrue statement of a material fact
which is otherwise false or misleading.

Rule 191

Custody or Possession of Funds or Securities of Clients

1)

It shall constitute a fraudulent, deceptive or manipulative
act, practice in the course of business for any
fund/portfolio manager who has custody or possession
of any fund or securities in which any client has any
beneficial interest to do any act or take any action
directly or indirectly with respect to any funds or
securities unless:-
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(@)

(@)

(b)

(©)

(d)

()

(f)

all the funds of the client are deposited in one or
more bank accounts which contains only the
client funds;

the account or accounts are maintained in the
name of the manager as agent or trustee of the
clients;

the manager maintains a separate record for
each account which shows the name and
address of the bank where the account is
maintained, the dates and accounts of deposits
in and withdrawals from the account and the
exact amount of the beneficial interest of each
client in the account;

the manager immediately after accepting
custody or possession of the funds or securities
from any client, notifies the client in writing of the
place and manner in which the funds or
securities are being maintained;

the manager sends to each client monthly an
itemized statement showing the funds and
securities in the custody or possession of the
manager as at the end of the period and all
debits and credits in the clients accounts during
the period,;

all the funds and securities of clients are audited
at least once every year by an auditor at a time
which shall be chosen by the auditor, without
prior notice to the manager.

A certificate of the auditor stating that he has made an
examination of the funds and securities and describing
the nature and extent of the examination shall be filed
with the Commission promptly after each examination by
the fund/portfolio manager.
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(1)

()

(3)

(4)

E9

E8 INVESTMENT ADVISERS

Rule 192
Functions

Registered Investment Advisers may perform the
following functions:

0] financial advisory services;

(i) making recommendation as to type of securities
to buy or sell;

(iii) publication of financial market periodicals.

An Investment Adviser shall not engage in the
maintenance or management of investors fund.

An Investment Adviser shall keep proper records and file
annual reports with the commission.

An Investment Adviser shall not make claims and
advertisement that are misleading or false in content
contrary to the Act and these Rules and Regulations.

REGISTRARS AND SHARE TRANSFER AGENTS
Rule 193
Functions

The Registrar shall pursuant to these Rules and Regulations
perform the following functions amongst others:

(i)

(ii)

(i)

(iv)

v)
(vi)

keeping the register of members of a company and
effecting appropriate changes in the register;

issuing share/debenture/bond certificates;

returning surplus monies and monies for rejected
applications

preparing and despatching dividend/interest warrants;
distributing rights circulars;

despatching annual reports, accounts and
notices of meetings;
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(vii)

(viii)

(ix)

1)

2)

1)

2)

verifying and despatching securities certificate and to
new investors in respect of the transfers of existing
securities;

collecting interests on debenture and loan stocks from
the issuer for onward despatch to debenture or
stockholders where applicable.

any other function ancillary to all the above.

Rule 194
Types of Registers to be Kept

Every Registrar subject to the Act and these Rules and
Regulations shall keep manual and/or electronic register
of members of client companies with adequate back up
facility.

The back-up facility shall be kept in a safe place outside
the premises of the Registrar.

Rule 195
Manual Reqgister

A Registrar shall use hard bind cover books and the
pages of the manual register shall be serially numbered.
The pages of the register shall neither be removed nor
torn.

All entries into the manual register shall be made by the
registrars in a sequential record.

Rule 196

Transfer of Existing Shares in Manual Register

Entries into a register in respect of transfer of existing shares
and stocks shall contain the following information among others:

i) name of Security;

ii) number of securities dealt in;

iii) date certificates were received for
verification;
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iv) date deals were done on securities;

V) date certificates were received for
lodgement;
Vi) date certificates were sent to company

Secretaries for signing and sealing;

Vii) date certificates were returned to
Registrars for despatch to new
Shareholders;

viii) date certificates were finally despatched
to new shareholders.

Rule 197
Electronic Reqgister

The Registrar shall ensure proper and accurate entries into the
electronic register of members and such entries shall correspond
with the entries in the manual register.

1)

2)

Rule 198
Entry of Members Names

Entries of names and addresses of members shall be
written in capital letters and entered into the register
within twenty-four hours from the date of:

€)) receiving the approval of allotment proposal in
the case of public issues;

(b) receipt of lodgement from the Broker/Dealer in
case of secondary market.

Entries of names of members shall be in alphabetical
order beginning with surnames followed by other names
as they appear in the application form.

Rule 199
Custody of Register

The Registrar shall keep the register and diskettes or any other
storage system in a fire proof cabinet under lock and key and the
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key shall always be in the custody of the Registrar or his duly
authorized representative.

1)

2)

3)

4)

5)

Rule 200
Issue and Handling of Certificates

Every Registrar shall issue securities certificates (where
applicable) to:

@ allottees of securities within 15 working days of
the allotment of securities in case of public
issues;

(b) transferees of securities within 5 days of the

receipt of the lodgement in case of secondary
market transaction.

The Registrar shall cross-check the names and
addresses on certificates before despatching the
certificates to the shareholders;

The Registrar shall keep the certificates in a fire proof
cabinet under lock and key until the certificates are
despatched to the shareholders;

Undelivered certificates shall be kept by the Registrar in
a fire proof cabinet under lock and key and the issuing
company informed accordingly.

After a period of one year the registrar shall publish the
names, addresses, certificate numbers of shareholders
who are yet to claim their certificates. Such publication
shall be made once a year in at least 2 National daily
newspapers and evidence of compliance shall be filed
with the Commission.

The Registrar shall make the list of unclaimed
certificates available for inspection by shareholders or
their representatives in its offices.

Delivery of the certificates to the transferee shall be

effected within 7 days from the date of receipt of the
certificates from the company Secretary;

173



6) Sequential dates of the transfer process shall be kept by
the Registrar in a register to that effect.

Rule 201
Return Monies

Every Registrar shall pursuant to the provisions of the Act return
surplus monies due to subscribers or purchasers of securities
within 5 working days of allotment of securities or at such other
time as may be approved by the Commission.

Rule 202
Mode of Return

1) All return monies shall be paid by special crossed
cheque unless the subscriber requests in writing to be
paid by open cheque.

2) Such monies shall be returned by registered post or
through a reputable courier service.

Rule 203
Custody and Transfer of unclaimed monies

1) All unclaimed monies shall be kept in a special bank
account and the Registrar shall inform the Issuer and the
Commission accordingly.

2) An evidence indicating account into which the cheque for
return monies was paid shall be submitted to the
Commission by the Registrar.

3) A statement of the amount of return monies shall be
submitted by the Registrar to the Commission with a
tabular record of the affected persons, their respective
addresses and amount due each such person within 10
working days.

4) All unclaimed return monies shall after 6 months be

transferred by the Registrar into an investors protection
fund established pursuant to the Act.
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5)

1)

2)

3)

4)

The investor concerned shall thereafter apply to the fund
to recover the amount due to him.

Rule 204
Issue of Dividend Warrants, etc

Upon receipt of the notice of and money for
dividend/interest from the company, the Registrar shall
prepare and despatch warrants to security holders within
20 working days from the date of receipt thereof.

All dividend/interest warrants shall be signed by the
Registrar or any other person duly authorized by the
company to act as Registrar.

A statement of all unclaimed dividend/interest warrants
shall be submitted by the Registrar to the Commission in
such form and at such time as the Commission shall
prescribe.

The Registrar shall make the list of unclaimed dividends
available for inspection by shareholders or their
representative in its offices and such list shall be
attached to the annual report of the company.

E10 TRUSTEES

Rule 205
Functions

The functions of trustees to Unit Trust Schemes and other funds
are as follows:

(i)

(ii)

(i)

(iv)

monitoring of the activities of the fund manager on
behalf of and in the interest of unit holders or fund
contributors

Maintaining custody of funds and documents relating
to the investments by the scheme or fund

monitoring of the register of unit holders or contributors

ascertaining the profitability rationale for investment
decision making of the fund manager
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(v) ascertaining compliance with the provisions of the
Trustee Investments Act 1962, the Investments and
Securities Act 1999 and the trust Deed, by the fund
manager

(v) ascertaining that monthly and other periodic returns/
reports relating to the scheme or fund are sent by the
fund manager to the Commission.

Rule 206
Custody of Investment

Ell RATING AGENCY

Rule 207
Functions

E 12 BANKER TO AN ISSUE/RECEIVING
E 13 DEPOSITORY
E 14 CUSTODIAL AGENCY

PART F REGULATION OF FOREIGN INVESTMENTS
AND CROSS BORDER SECURITIES
TRANSACTIONS

F1 FOREIGN INVESTMENTS
GENERAL INFORMATION

Foreign invesatement of all unclaimed dividens/securities
dealers intending to invest or participate in the Nigerian capital
Market are advised to familiarize themselves with the provisions
of the following laws, etc:

0] Investments and Securities Act 1999

(i) Companies and Allied Matters Act 1990
(iii) Central Bank of Nigeria Act 24, 1991
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(iv) Banking and other Financial Institutions Act 25,
1991
(v) Nigerian Investment Promotion Commission Act
No. 16, 1995
(vi) Foreign Exchange (Monitoring &
Mring of the ativities of the f17, 1995

Rule 208
DEFINITIONS:
Terms used in this Part (except where the context otherwise
provides) shall have the same meaning as defined in the
Nigerian Investment Promotion Commission Act 16, 1995
and Foreign Exchange (Monitoring & Miscellaneous Provisions)
Act 17, 1995.

“Investments” covered by this regulations shall include
transactions in securities traded on the primary and secondary
market i.e equities, government stocks, Industrial loan stocks,
bounds, unit trusts, Investment trust, derivative or any other
securities registered by the SEC.

“Securities” shall have the same meaning as in the Investment
Securities Act and shall also include derivatives, securities debt,
or any other instrument registered by the SEC.

“SEC” means The Securities and Exchange Commission.

“Foreign Investments” shall mean any investment in securities
involving foreign capital importation made by a foreign person
(Corporate body or individual) or by any Nigerian resident
outside the country.

“Foreign Investors (FIs)” shall include:

a) Foreign Institutional Investors (FlIs) (e.g pension funds,
unit trust funds, investment trust funds, institutional
portfolio managers, nominee companies, asset
management companies, or any other corporate body.

b) Individual Investors who are foreigners and Nigerians
resident abroad who are investing with foreign currency.

“Capital Market operator” mean Issuing House, Broker/Dealers,
Investment Advisers, Portfolio Managers, Underwriters or any
other Securities dealer registered by SEC.
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“Broker/Dealer” means a market operator registered as such by
SEC and licensed by any recognised securities exchange as a
dealing member to transact business on the floors of the
Exchange or licensed by any association of securities dealers
registered by SEC.

“CAC” means Corporate Affairs Commission established under
the Companies and Allied Matters Act 1990.

NIPC - means Nigerian Investment Promotion Commission
established under NIPC Act No 16, 1995.

“Dividend” means the percentage or the amount of that
proportion of net profits of a company declared payable to its
investors.

“Interest” means Income/Returns on Investments in any
interest-bearing securities in the Nigerian capital market.

“Divestment” means relinquishing or disposing of securities
holdings/assets by a foreign investor for the purposes of
repatriation of such proceeds or for reinvestment in Nigeria.

“Primary Market” means a mechanism by which companies can
raise fresh capital through the issuance of securities (e.g. shares
and debentures etc) to the investing public.

“Secondary market” means a resale market where securities
originally issued in the primary market are bought and sold.

“OTC” means Over-The-Counter Market, which provides Trading
facilities for dealing in securities of public unquoted companies.

Rule 209.

Any person, in accordance with section 26 of the Foreign
Exchange (Monitoring and Miscellaneous Provisions) Act 17 of
1995, may invest in all securities traded on the primary and
secondary markets or by private placements in Nigeria. Such
securities except those of private companies shall be registered
by the Securities and Exchange Commission (SEC) in
accordance with the Act and the Rules and Regulations made
thereunder.
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Rule 210.

Any person investing in securities of public companies involving
foreign capital shall do so through capital market operators
registered by the Commission.

Rule 211.

Q) Foreign capital market operators wishing to establish

securities business are required to register with the Commission
before operating in the Nigerian capital market. Such operators
seeking registration with the Commission are required to submit:

a) certificate of incorporation in Nigeria issued by
the Corporate Affairs Commission (CAC);

b) proof of registration from the Securities
Commission or the regulatory authority of its
country of domicile;

C) latest audited accounts of the applicant
company in its country of domicile;

d) management/promoter’ profile;

e) a certified true copy of the Memorandum and
Articles of Association or it's equivalent;

f) certified true copy of the certificate of
incorporation in the country of domicile; and

s)] any other information considered by the
Commission to be relevant.

2 Where a Foreign person acquires part of or enters into

a partnership with an existing registered market
operator, that registered market operator may sponsor
such foreign person for registration with the Commission
by filing the proper application forms accompanied by
required documents pursuant to these Rules and
Regulations.
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(1)

(2)

3)

d)

Rule 212

Any person investing in securities in Nigeria with
foreign capital is required by the provisions of Act 16 &
17 of 1995 to bring in such capital through an
authorised dealer and should obtain a certificate of
capital importation as prescribed by law.

The certificate of capital importation shall
entitle foreign investors to:

€)) Open a foreign currency Domiciliary
Account with any authorised dealer for
investment purposes in accordance with Part
Il section 17 of the Foreign Exchange
Monitoring and Miscellaneous Provisions)
Act 1995.

b) Open a special non-resident Naira account to
which could be credited all receipts from the
capital inflows, proceeds from sale of securities,
dividends and interests.

(c) Make investments in securities in Nigeria
out of the balances in the naira account.

Repatriate the capital, capital gains dividends and
incomes received by way of interests etc through
authorised dealer at autonomous market rates subject to
deductions of withholding and capital gains, taxes

Rule 213

For purposes of investments in Nigeria generally, and pursuant
to NIPC Act No. 16 there is no restriction except in the following
areas which are prohibited to both Nigerians and Foreigners:-

a)

b)
c)

d)

Petroleum enterprises (as defined in section 32 of
NIPC Act);

production of arms, ammunition etc;

production of and dealing in narcotic drugs and
psychotropic substances;

Production of military and paramilitary wears and
accoutrement including those of the police and the
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e)

b)

a)

b)

b).

customs, immigration and prison services;

such other items as the Federal Executive Council may
from time to time determine.

MODALITIES FOR PORTFOLIO INVESTMENTS

Rules 214

Portfolio investors subscribing in primary market
securities should effect their transactions through
registered capital market operators registered by the
Commission.

Portfolio investors transacting business in the
secondary market securities should effect their
transactions through licensed Broker/Dealers on the
floors of The Exchanges or through the OTC Market
registered by the Commission.

Rule 215.

Portfolio Investors can appoint market operators
registered by the Commission to perform, for and on
their behalf, any or all of the following services:

i) act as custodian of securities

ii) confirmation of transactions in securities
iii) settlement of purchases and sale

iv) information reporting.

A copy of the letter of appointment of a custodian
should be filed with the Commission by the appointee
within 10 working days after such appointment

Rule 216

The market operator appointed under 8 above shall
keep separate accounts detailing on a daily basis the
capital utilization for which it is acting as a custodian.

The market operator shall make returns to the
Commission on a quarterly basis in the form prescribed
by the Commission
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b)

DIVESTMENT OF SECURITIES

Rule 217

A foreign investor shall divest its holdings in securities
of public companies through The Exchange or on a
recognised Over-The-Counter Market with respect to
unquoted securities traded on that market.

Divestment of holdings in securities in any other public
company shall be through market operators registered
by the Commission.

Rule 218

The capital market operator shall notify the Commission of
divestment by foreign investors within 5 working days of any
such divestment and shall state among others, the following:

a)
b)

the name(s) and address(es) of the person(s) divesting;
the name of the company whose shares/assets are
being divested including the status and nature of
business;

date, price and amount of initial investments;

the volume/percentage divested,;

price at which divestment was made;

evidence of payment of capital gains tax;

the mode of divestment;

mandate letter from foreign investors to a registered
market operator (or a Power of Attorney holder) stating
among others intent to divest;

i) list of the allottees/beneficiaries and the amount
or percentage each acquired.

Rule 219

REPATRIATION OF PROCEEDS FROM DIVESTMENT

Dividends, capital gains, interests derived from investments in
securities shall be repatriated through authorised dealers in line
with section 24 of Act 16 and section 15(4) of Act 17, 1995 and
guidelines issued by the Minister.

182



Rule220
SALE OR OFFER FOR SUBSCRIPTION OF SECURITIES

A foreign government, a company incorporated or organized in a
foreign country may issue, sell or offer for sale or subscription its
securities to the public through the Nigerian Capital Market.

Such Securities may be denominated in Naira or any convertible
foreign currency.

Rule 221

Every Issuer of securities is required to file an application for
registration of its securities with the Commission accompanied
by a draft prospectus and under such conditions as prescribed
by the Commission. Foreign issuers are required to file their
application on Forms SEC 6F. Such application shall be
accompanied by the registration fee prescribed by the
Commission from time to time.

Rule 222

The Commission may, if it is in the public interest and where
reciprocal agreement exists between Nigeria and the country of
the Issuer, or the Issuer’'s Country is a member of the
International Organisation of Securities Commissions (I0SCO),
grant exemption from compliance with any of the requirements
for registration to securities issued in such country.

(2) Such exemptions include but are not limited to waiving
full compliance under SEC regulations by the
acceptance of a prospectus approved or cleared by a
foreign securities commission or similar body; adoption
of Audited Annual Reports/Accounts of foreign issuer
accepted by the Securities Commission of that country.

3) An exemption from any registration requirement does
not relieve an Issuer from the requirements of filing
reports, forms or other documents prescribed by the
Commission.
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F2 CROSS- BORDER SECURITIES TRANSACTIONS

Rule 223.
PUBLIC OFFERING OF SECURITIES

All securities offered to the public under the provisions of this
part shall be registered by the Issuer or Issuing house filing form
SEC 6F.

Rule 224.

The registration statement for the distribution of the securities
shall be filed by the Issuer or Issuing house and shall conform
with the requirements of the Act and rules 36 or 37 or 38 as the
case may be or with any other requirement prescribed by the
Commission.

Rule 225.
CONTENT OF THE PROSPECTUS

Issuers of securities shall provide and submit to the Commission
for approval a prospectus containing the following information:

1) Identity of Directors, Senior Management
and Advisers

a) Provide the names, business addresses and
functions of the company’s directors (executive
and non-executive) and senior management.

b) Provide the names and addresses of the
company’s bankers and legal advisers to the
extent the company has a continuing
relationship with such entities, the sponsor for
listing (where required by the host country
regulations), and the legal advisers to the issue.

C) Provide the names and addresses of the
company ‘s auditors for the preceding three
years (state the principal partners and the
professional body to which they belong).
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2)

Qutline of Expected Time Table

For all offerings, and separately for each group of
targeted potential investors, the document shall state the
following information to the extent applicable to the
offering procedure:

a. The time and period during which the offer will
be open, and where and to whom purchase or
subscription applications shall be addressed.
Describe whether the purchase period may be
extended or and the manner and duration OR
possible extension(s) or closure of this period.
Describe the manner in which the latter shall be
made public. If the exact dates are not known
when the document is first filed or distributed to
the public, describe arrangements for
announcing the final or definitive date or period;

b. method and time limits for payment in full, where
payment is partial, the manner and date on
which amount due is to be paid;

C. method and time limits for delivery of equity
securities (including provisional certificates, if
applicable) to subscribers or purchasers;

d. in the case of pre-emptive purchase rights, the
procedure for the exercise of any right of pre-
emption, the negotiability of subscription rights
and the treatment of subscription rights not
exercised.

e. A full description of the manner in which results
of the distribution of securities are to be made
public and when appropriate the manner for
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refunding excess amounts paid by applicants
(including whether interest will be paid).

Summary/Statistics of Offerings

For each method of offering, e.qg. rights offering, general
offering, etc. state the total expected amount of the
issue, including the expected issue price or the method
of determining the price and the number of securities
expected to be issued.

Key Information

a. The company shall provide selected historical
financial data regarding the company, which
shall be presented for the five most recent
financial years (or such shorter period that the
company has been in operation), in the same
currency as the financial statements. Selected
financial data for either or both of the earliest
two years of the five-year period may be
omitted, if the company represents to the
Commission that such information cannot be
provided, or cannot be provided on a restated
basis, without unreasonable effort or expense.

If interim period financial statements are
included, the selected financial data should be
updated for that interim period, which may be
unaudited, provided that fact is stated. If
selected financial data for interim periods is
provided, comparative data from the same
period in the prior financial year shall also be
provided, except that the requirement for
comparative balance sheet data is satisfied by
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presenting the year end balance sheet
information.

The selected financial data presented shall
include items generally corresponding to the
following, except that the specific line items
presented should be expressed in the same
manner as the corresponding line items in the
company’s financial Statements. Such data
shall include, at a minimum, net sales or
operating revenues, income (loss); net income
(loss) from operations per share; income (loss)
from continuing operations per share; total
assets; net assets; capital stock (excluding long
term debt and redeemable preferred stock);
number of shares as adjusted to reflect changes
in capital; dividends declared per share in both
the currency of the financial statements and the
local (Nigerian) currency, including the formula
used for any adjustments to dividends declared;
and diluted net income per share. Per share
amounts must be determined in accordance with
the body of accounting principles used in
preparing the financial statement.

Where the financial statements provided in
response to item 9 are prepared in a currency
other than the local currency, disclosure of the
exchange rate between the financial reporting
currency and the local currency should be
provided, using the exchange rate designated by
Nigeria for this purpose:

0] at the latest practicable date;
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(i) the high and low exchange rates for
each month during the previous six
months; and

(iii) for the five most recent financial years
and any subsequent interim period for
which financial statements are
presented, the average rates for each
period, calculated by using the average
of the exchange rates on the last day of
each month during the period.

The Issuer shall provide a statement of
capitalization and indebtedness (distinguishing
between guaranteed, and secured and
unsecured, indebtedness) as of a date not
earlier than 60 days prior to the date of the
document, showing the company’s capitalization
on an actual basis and, if applicable, as adjusted
to reflect the sale of new securities being issued
and the intended application of the net proceeds
therefrom. Indebtedness also includes indirect
and contingent indebtedness.

0] The document shall disclose the
estimated net amount of the proceeds
broken down into each principal
intended use thereof. If the anticipated
proceeds will not be sufficient to fund all
the proposed purposes, the order of
priority of such purpose should be given,
as well as the amount and sources of
other funds needed.

ii) If the proceeds are being used directly
or indirectly to acquire assets, briefly
describe the assets and their cost. If the
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assets will be acquired from affiliates of
the company or their associates,
disclose the persons from whom they
will be acquired and how the cost to the
company will be determined.

(iii) If the proceeds may or will be used to
finance acquisitions of other businesses,
give a brief description of such
businesses and information on the
status of the acquisitions.

(iv) If any material part of the proceeds is to
be used to discharge, reduce or retire
indebtedness and, for indebtedness
incurred within the past year, the uses to
which the proceeds of such
indebtedness were put.

The document shall prominently disclose risk
factors that are specific to the company or its
industry and make an offering speculative or one
of high risk, in a section headed “Risk Factors”.
Companies are encouraged, but not required, to
list the risk factors in the order of their priority to
the company. Among other things, such factors
may include, for example: the nature of the
business in which it is engaged or proposes to
engage; factors relating to the countries in which
it operates; the absence of profitable operations
in market for the company’s securities; reliance
on the expertise of management; potential
dilution; unusual competitive conditions, pending
expiration of material patents, trademarks or
contracts; or dependence on a limited number of
customers or suppliers. The Risk Factors
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section is intended to be a summary of more
detailed discussion contained elsewhere in the
document. The risk factors shall not be made
part of the chairman’s letter.

5) INFORMATION ON THE COMPANY

History and Development of the Company

€)) The issuer shall provide the following
information:

(i)

(ii)

ii)

(iv)

the legal and commercial name of the
company;

the date of incorporation and the length
of life of the company, except where it is
indefinite;

the domicile and legal form of the
company, the legislation under which
the company operates, its country of
incorporation and the address and
telephone number of its registered office
(or principal place of business if different
from its registered office). Provide the
name and address of the company’s
agent in Nigeria, if any;

the important events in the development
of the company’s business, e.g.
information concerning the nature and
results of any material reclassification,
merger or consolidation of the company
or any of its significant subsidiaries;
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v)

(Vi)

(vii)

acquisitions or dispositions of material
assets other than in the ordinary course
of business; any material changes in the
types of products produced or services
rendered; name changes; or the nature
and results of any bankruptcy,
receivership or similar proceedings with
respect to the company or significant
subsidiaries;

a description, including the amount
invested, of the company’s principal
capital expenditures and divestitures
(including interests in other companies),
since the beginning of the company’s
last three financial years to the date of
the offering or listing document;

information concerning the principal
capital expenditures and divestitures
currently in progress, including the
distribution of these investments
geographically (home and abroad) and
the method of financing (internal or
external);

an indication of any public take-over
offers by third parties in respect of the
company'’s shares or by the company in
respect of other companies’ shares
which have occurred during the last and
the current financial year. The price or
exchange terms attaching to such offers
and the outcome thereof are to be
stated.
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The Issuer shall provide the following information
relating to its business overview on the same basis as
that used to determine its business segments under the
body of the accounting principles used in preparing the
financial statements:

(i)

(ii)

(i)

(iv)

v)

(Vi)

a description of the nature of the company’s
operations and its principal activities, stating the
main categories of products sold and/or services
performed for each of the last three financial
years. Indicate any significant new products
and/or services that have been introduced and,
to the extent the development of new products
or services has been publicly disclosed, give the
status of development;

a description of the principal markets in which
the company competes, including a breakdown
of total revenues by category of activity and
geographic market for each of the last three
financial years;

a description of the seasonality of the company’s
main business;

a description of the sources and availability of
raw materials, including a description of whether
prices of principal raw materials are volatile;

a description of the marketing channels used by
the company, including an explanation of any
special sales methods, such as instalment sales;

summary information regarding the extent to
which the company is dependent, if at all, on
patents or licenses, industrial, commercial or
financial or financial contracts (including
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contracts with customers or suppliers) or new
manufacturing processes, where such factors
are material to the company’s business or
profitability.

(vii) the basis for any statements made by the
company regarding its competitive position shall
be disclosed:;

(viii) a description of the material effect of
government regulations on the company’s
business, identifying the regulatory body.

If the company is part of a group, a brief description of
the group and the company’s position within the group
shall be stated. The listing of the company’s significant
subsidiaries, including name, country of incorporation or
residence, proportion of voting power held shall be
provided.

The company shall provide information regarding any
material tangible fixed assets, including leased
properties, and any major encumbrances thereon,
including a description of the uses of the property,
productive capacity and extent of utilization of the
company’s facilities; how the assets are held; the
products produced; and the location. A description of
any environmental issues that may affect the company’s
utilization of the assets.

With regard to any material plans to construct, expand or
improve facilities, describe the nature of and reason for
the plan, an estimate of the amount of expenditures
including the amount of expenditures already paid, a
description of the method of financing the activity, the
estimated dates of start and completion of the activity,
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6)

and the increase of production capacity anticipated after
completion.

OPERATING AND FINANCIAL REVIEW AND
PROSPECTS

The company shall provide and explain information on
its financial condition, changes in financial condition and
results of operations for each year and interim period for
which financial statements are required, including the
causes of material changes from year to year in financial
statement line items, to the extent necessary for an
understanding of the company’s business as a whole.
The information so provided shall relate to all separate
segments of the company and shall cover:

a) information regarding significant factors,
including unusual or infrequent events or new
developments, materially affecting the
company’s income from operations, indicating
the extent to which income was so affected.
Describe any other significant component of
revenue or expenses necessary to understand
the company’s results of operations;

0] to the extent that the financial
statements disclose material changes in
net sales or revenues, provide a
narrative of the extent to which such
changes are attributable to changes in
prices or to changes in the volume of
amount of products or services being
sold or to the introduction of new
products or services.
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(ii)

(i)

(iv)

describe the impact of inflation, if
material. If the currency in which
financial statements are presented is a
country that has experienced
hyperinflation, the existence of such
inflation, a five year history of the annual
rate of inflation and a discussion of the
impact of hyperinflation on the
company’s business shall be disclosed.

provide information regarding the impact
of foreign currency fluctuations on the
company, if material, and the extent to
which foreign currency net investments
are hedged by currency borrowings and
other hedging instruments.

provide information regarding any
governmental economic, fiscal,
monetary or political policies or factors
that have materially affected, or could
materially affect, directly or indirectly,
the company’s operations or
investments by shareholders resident in
Nigeria.

The following information on liquidity and capital
resources shall be provided:

information regarding the company’s liquidity
(both short and long term), including:

(i)

a description of the internal and external
sources of liquidity and details of any
material unused sources of liability,
Include a statement by the company

195



(ii)

(i)

(iv)

that, in its opinion, the working capital is
sufficient for the company’s present
requirements, or if not, how it proposes
to provide the additional working capital
needed,;

an evaluation of the sources and
amounts of the company’s cash flow,
including the nature and extent of any
legal or economic restrictions on the
ability of subsidiaries to transfer funds to
the company in the form of cash
dividends, loans or advances and the
impact such restrictions have had or are
expected to have on the ability of the
company to meet its cash obligations;

information on the level of borrowings at
the end of the period under review, the
seasonality of borrowing requirements
and the maturity profile of borrowings
and committed borrowing facilities, with
a description of any restrictions on their
use;

information regarding the type of
financial instruments used, the maturity
profile of debt, currency and interest rate
structure. It also should include funding
and treasury policies and objectives in
terms of the manner in which treasury
activities are controlled, the currencies
in which cash and cash equivalents are
held, the extent to which borrowings are
at fixed rates, and the use of financial
instruments for hedging purposes;
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v)

(Vi)

(vii)

information regarding the company’s
material commitments for capital
expenditures as at the end of the latest
financial year and any subsequent
interim period and an indication of the
general purpose of such commitments
and the anticipated sources of funds
needed to fulfill such commitments;

a description of the company’s research
and development policies for the last
three years, where it is significant,
including the amount spent during each
of the last three financial years on
company-sponsored research and
development activities;

the company shall provide information
and identify the most significant recent
trends in production, sales and
inventory, the state of the order book
and cost and selling prices since the
latest financial year. It shall be
examined for at least the current
financial year, any known trends,
uncertainties, demand, commitments or
events that are reasonably likely to have
a material effect on the company’s net
sales or revenues, income from
continuing operation, profitability,
liquidity or capital resources, or that
would cause reported financial
information not necessarily to be
indicative of future operation results or
financial condition.
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7).

DIRECTORS AND EMPLOYEES: DISCLOSURE OF

EXPERIENCE, QUALIFICATION ETC

a)

The following information shall be
disclosed with respect to the company’s
directors and senior management, and
any employees such as scientists,
engineers or the technical experts or
designers upon whose work the
company is dependent:

@ name, business experience,
function;
(i) principal business activities

performed outside the issuing
company (including in the case
of directors, other principal
directorships);

(iii) date of birth or age (if required
to be reported in the home
country or otherwise publicly
disclosed by the company);

(iv) the nature of any family
relationship between any of the
persons named above;

(v) any arrangement or
understanding with major
shareholders, customers,
suppliers or others, pursuant to
which any person referred to
above was selected as a
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director or member of senior
management.

The company shall provide the following
information for the last full financial year
for directors and members of its
administrative, supervisory or
management bodies:

The amount of compensation paid, and
benefits in kind granted, to such persons
by the company and its subsidiaries for
services in all capacities to the company
and its subsidiaries by any person.
Disclosure of compensation is required
on an individual basis unless individual
disclosure is not required in the
company’s home country and is not
otherwise publicly disclosed by the
company. The standard also covers
contingent or deferred compensation
accrued for the year, even if the
compensation is payable at a later date.
If any portion of the compensation was
paid:

0] pursuant to a bonus or profit-
sharing plan, provide a brief description
of the plan and the basis upon which
such persons participated in the plan; or

(i) in the form of stock options,
provide the title and amount of securities
covered by the options, the exercise
price, the purchase price (if any), and
the expiration date of the options.
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(iii) the total amounts set aside or
accrued by the company or its
subsidiaries to provide pension,
retirement or similar benefits.

The following information for the
company’s last completed financial year
shall be given with respect to, unless
otherwise specified, the company’s
directors, and members of its
administrative, supervisory or
management bodies.

0] date of expiration of the current
term of office, if applicable, and the
period during which the person has
served in that office;

(i) details of directors’
services/contracts with the company or
any of its subsidiaries providing for
benefits upon termination of
employment, or any appropriate
negative statement;.

(iii) details relating to the company’s
audit committee and remuneration
committee, including the names of
committee members and a summary of
the terms of reference under which the
committee operates.

The company shall provide either the
number of employees at the end of the
period or the average for the period for
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each of information on the past three
financial years, and changes in such
numbers if material. If possible, provide
a breakdown of persons employed by
main category of activity and geographic
location during the most recent full
financial year. It shall also disclose any
significant change(s) in the number of
employees, and information regarding
the relationship between management
and labour unions. If the company
employs a significant number of
temporary employees, include
disclosure of the number of temporary
employees on an average during the
most recent financial year.

With respect to the persons listed in
subsection 7 (b) above, provide
information as to their share ownership
in the company as of the most recent
practicable date (including disclosure
on an individual basis of the number of
shares and percent of shares
outstanding of that class, and whether
they have different voting rights) held by
the persons listed and options granted
to them on the company’s shares.
Information regarding options shall
include; the title and amount of
securities called for by the options; the
exercise price; the purchase price, if
any; and the expiration date of the
options.
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Describe any arrangements for involving
the employees in the capital of the
company, including any arrangement
that involves the issue or grant of
options or shares or securities of the
company.

8. MAJOR SHAREHOLDERS AND RELATED PARTY

TRANSACTIONS

a)

The following information shall be provided
regarding the company’s major shareholders,
which means shareholders that are the
beneficial owners of 5% or more of each class of
the company’s voting securities:

(i)

(if)

(i)

(iv)

the names of the major shareholders,
and the number of shares and the
percentage of outstanding shares of
each class owned by each of them as of
the most recent practicable date, or an
appropriate negative statement if there
are no major shareholders;

disclose any significant change in the
percentage ownership held by any
major shareholder during the past three
years;

indicate whether the company’s major
shareholders have different voting
rights, or an appropriate negative
statement;

information shall be provided as to the
portion of each class of securities held
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(b)

v)

(Vi)

1)

in Nigeria and the number of holders of
record in the country;

to the extent known to the company,
state whether the company is directly or
indirectly owned or controlled by another
corporation(s), by any foreign
government or by any other natural or
legal person(s) severally or jointly, and,
if so, give the names(s) of such
controlling corporation(s), government
or other person(s), and briefly describe
the nature of such control, including the
amount and proportion of capital held
giving a right to vote;

describe any arrangement, known to the
company, the operation of which may at
a subsequent date result in a change in

control of the company.

The company shall provide the
information required below for the period
since the beginning of the company’s
preceding three financial years up to the
date of the document, with respect to
transactions or loans between the
company and:

0] enterprises that directly or
indirectly through one or more
intermediaries, control or are controlled
by, or are under common control with,
the company;

(i) associates;
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(iii) individuals owning, directly or
indirectly, any interest in the voting
power of the company that gives them
significant influence over the company,
and close members of any such
individual's family;

(iv) key management personnel,
that is, those persons having authority
and responsibility for planning, directing
and controlling the activities of the
company, including directors and senior
management companies and close
members of such individuals’ families;

(v) enterprises in which a
substantial interest in the voting power
is owned, directly or indirectly, by any
person described in (iii) or (iv) or over
which such a person is able to exercise
significant influence. This includes
enterprises owned by directors or major
shareholders of the company and
enterprises that individuals’ family may
be expected to influenced, or be
influenced by that person in their
dealings with the company.

An associate is an unconsolidated
enterprise in which the company has a
significant influence or which has
significant influence over the company.

Significant influence over an enterprise
is the power to participate in the
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(©).

2)

3)

financial and operating policy decisions
of the enterprise but is less than control
over those policies. Shareholders
beneficially owning a 10% interest in the
voting power of the company are
presumed to have a significant influence
on the company.

The nature and extent of any
transactions or presently proposed
transactions which are material to the
company or the related party, or any
transactions that are unusual in their
nature or conditions involving goods,
services, or tangible or intangible
assets, to which the company or any of
its parent or subsidiaries was a party.

The amount of outstanding loans
(including guarantees of any kind) made
by the company or any of its parent or
subsidiaries to or for the benefit of any
of the persons listed above. The
information given should include the
largest amount outstanding during the
period covered, the amount outstanding
as of the latest practicable date, the
nature of the loan and the transaction in
which it was incurred, and the interest
rate on the loan.

If any of the named experts or counsellors who

was employed on a contingent basis, owns an

amount of shares in the company or its

subsidiaries which is material to that person, or

has a material, direct or indirect economic
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interest in the company or that depends on the
success of the offering, provide a brief
description of the nature and terms of such
contingency or interest.

9. FINANCIAL INFORMATION

a.

The document shall contain consolidated
financial statements, audited by an independent
auditor and accompanied by an audit report,
comprised of:

0] balance sheet;
(i) income statement
(iii) statement showing either (a) changes in

equity other than those arising from
capital transactions with owners and
distributions to owners; or (b) all
changes in equity (including a sub-total
of all non-owner movements in equity);

(iv) cash flow statement

(v) related notes and schedules required by
the comprehensive body of accounting
standards pursuant to which the
financial statements are prepared; and

(vi) if not included in the primary financial
statements, a note analyzing the
changes in each caption of
shareholders’ equity presented in the
balance sheet.
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The document shall include comparative
financial statements that cover the latest three
financial years, audited in accordance with a
comprehensive body of auditing standards.

The audit report(s) must cover each of the
periods for which these disclosure standards
require audited financial statements. If the
auditors have refused to provide a report(s) or if
the report(s) contain qualifications or
disclaimers, such refusal or such qualifications
or disclaimers shall be reproduced in full and the
reasons given, the Commission can determine
whether or not to accept the financial
statements. Include an indication of any other
information in the document which has been
audited by the auditors.

The last year of audited financial statements
may not be older than 9 months
during the period of the public offering.

If the document is dated more than nine months
after the end of the last audited financial year, it
should contain consolidated interim financial
statements, which must be audited to cover at
least the first six months of the financial year.
The interim financial statements shall include a
balance sheet, income statement, cash flow
statement, and a statement showing either (a)
changes in equity other than those arising from
capital transactions with owners and
distributions to owners or (b) all changes in
equity (including a sub-total of all non-owners
movements in equity). Each of these
statements may be in condensed form as long
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as it contains the major line items from the latest
audited financial statements and includes the
major components of assets, liabilities and
equity (in the case of the balance sheet); income
and expenses (in the case of the income
statement) and the major sub totals of cash
flows (in the case of the cash flow statement).

The interim financial statements should include
comparative statements for the same period in
the prior financial year, except that the
requirement for comparative balance sheet
information may be satisfied by presenting the
year end balance sheet. If not included in the
primary financial statements, a note should be
provided analyzing the changes in each caption
of shareholders’ equity presented in the balance
sheet.

The interim financial statements shall include
selected note disclosures that will provide an
explanation of events and changes that are
significant to an understanding of the changes in
financial position and performance of the
enterprise since the last annual reporting date.
If, at the date of the document, the company has
published interim financial statements that cover
a more current period than those otherwise
required by this standard, the more current
interim financial statements must be included in
the document.

Companies are required to have any interim
financial statements in the document reviewed
by an independent auditor. If such a review has
been performed and is referred to in the
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document, a copy of the auditor’s interim review
report must be provided in the document.

f. If the amount of export sales constitutes a
significant portion of the company’s total sales
volume, provide the total amount of export sales
and the percentage and amount of export sales
in the total amount of sales volume.

g. Provide information on any legal or arbitration
proceedings, including those relating to
bankruptcy, receivership or similar proceedings
and those involving any third party which may
have, or have had in the recent past, effects on
the company’s financial position or profitability.
This includes governmental proceedings
pending or known to be contemplated.

h. Describe the company’s policy on dividend
distributions.

l. Disclose whether or not any significant change
has occurred since the date of the annual
financial statements and/or since the date of the
most recent interim financial statements, if any,
included in the document.

10. THE OFFER AND LISTING

a. Indicate the expected price at which the
securities will be offered and the method of
determining the price.

b. If there is no established market for the
securities, the document shall contain
information regarding the manner of
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determination of the offering price as well as of
the exercise price of warrants and the
conversion price of convertible securities,
including who established the price or who is
formally responsible for the determination of the
price, the various factors considered in such
determination and the parameters or elements
used as a basis for establishing the price.

If the company’s shareholders have pre-emptive
purchase rights and where the exercise of right
of the pre-emption of shareholders is restricted
or withdrawn, the company shall indicate the
basis for the issue price if the issue is for cash,
together with the reasons for such restriction or
withdrawal and the beneficiaries of such
restriction or withdrawal if intended to benefit
specific persons.

Information regarding the price history of the
stock to be offered or listed shall be disclosed as
follows:

0] for the five most recent full financial
years, the annual high and low market
prices;

(i) for the two most recent full financial

years and subsequent period, the high
and low market prices for each full
financial quarter;

(iii) for the most recent six months, the high
and low market prices for each month;
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(iv)

for pre-emptive issues, the market
prices for the first trading day in the
most recent six months, for the last
trading day before the announcement of
the offering and (if different) for the
latest practicable date prior to
publication of the document.

Information shall be given with respect
to the market price in Nigeria (if the
securities of the Issuer have been
previously issued in Nigeria) and the
principal trading market outside the
Nigerian market. If significant trading
suspensions occurred in the past three
years, they shall be disclosed. If the
securities are not regularly traded in an
organized market, information shall be
given about any lack of liquidity.

State the type and class of the securities being
offered or listed and furnish the following
information:

(i)

(ii)

indicate whether the shares are
registered shares or bearer shares and
provide the number of shares to be
issued and to be made available to the
market for each kind of share. The
nominal par or equivalent value should
be given on a per share basis and,
where applicable, a statement of the
minimum offer price;

describe the coupons attached, if
applicable;
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(iii) describe arrangements for transfer and
any restrictions on the free
transferability of the shares.

If the rights evidenced by the securities being
offered or listed are or may be materially limited
or qualified by the rights evidenced by any other
class of securities or by the provisions of any
contract or other documents, include information
regarding such limitation or qualification and its
effect on the rights evidenced by the securities
to be listed or offered.

With respect to securities other than common or
ordinary shares to be listed or offered, outline
briefly the rights evidenced thereby.

0] If subscription warrants or rights are to
be listed or offered, state; the title and
amount of securities called for; the
amount of warrants or rights
outstanding; provisions for changes to
or adjustments in the exercise price; the
period during which and the price at
which the warrants or rights are
exercisable; and any other material
terms of such warrants or rights.

(i) Where convertible securities or stock
purchase warrants to be listed or offered
are subject to redemption or call, the
description of the conversion terms of
the securities or material terms of the
warrants shall include whether the right
to convert or purchase the securities will
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be forfeited unless it is exercised before
the date specified in the notice of
redemption or call; the expiration or
termination date of the warrants; the
kind, frequency and timing of notice of
the redemption or call, including where
the notice will be published,; and, in the
case of bearer securities, that investors
are responsible for making
arrangements to prevent loss of the right
to convert or purchase in the event of
redemption or call.

a. Plan of Distribution

The names and addresses of the entities
underwriting or guaranteeing the offering shall
be listed.

To the extent known to the company, indicate
whether major shareholders, directors or
members of the company’s management,
supervisory or administrative bodies intend to
subscribe in the offering, or whether any person
intends to subscribe to more than 5% of the
offering.

Identify any group of targeted potential investors
to whom the securities are offered. If the
offering is being made simultaneously in the
markets of two or more countries and if a
tranche has been or is being reserved for certain
of these, indicate any such tranche.

If securities are reserved for allocation to any
group of targeted investors, including, for

213



Vi.

Vii.

viii.

example, offerings to existing shareholders,
directors, or employees and past employees of
the company or its subsidiaries, provide details
of these and any other preferential allocation
arrangement.

Indicate whether the amount of the offering
could be increased in the event of an over
subscription or any other circumstance and
whether their authorized share capital can
accommodate the expected increase.

Indicate the amount, and outline briefly the plan
of distribution, of any securities that are to be
offered otherwise than by issuing
house/underwriters. If the securities are to be
offered through the selling efforts of brokers or
dealers, describe the plan of distribution and the
terms of any agreement or understanding with
such entities. If known, identify the
broker(s)/dealer(s) that will participate in the
offering and state the amount to be offered
through each.

If the securities are to be offered in connection
with the writing of exchange-traded call options,
or warrants describe briefly such transactions.

Unless otherwise described under the response
to item 11(c) Material Contracts, describe the
features of the underwriting relationship together
with the amount of securities being underwritten
by each underwriter in privity of contract with the
company or selling shareholder. The foregoing
information should include a statement as to
whether the underwriters are or will be
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committed to take and to pay for all the
securities if any are taken, or whether it is an
agency or the type of “best efforts” arrangement
under which the underwriters are required to
take and to pay for only such securities as they
may sell to the public.

If any underwriter or other financial adviser has
a material relationship with the company,
describe the nature and terms of such
relationship.

The company shall disclose all stock exchanges
and other regulated markets on which the
securities to be offered or listed are traded.
When an application for admission to any
exchange and/or regulated market is being or
will be sought, this must be mentioned, without
creating the impression that the listing
necessarily will be approved. If known, the
dates on which the shares will be listed and
dealt in should be given.

Selling Shareholders

The following information shall be provided:

the name and address of the person or entity
offering to sell the shares, the nature of any
position, office or other material relationship that
the selling shareholders has had within the past
three years with the company or any of its
predecessors or affiliates;

the number and class of securities being offered
by each of the selling shareholders, and the
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percentage of the existing equity capital. The
amount and percentage of the securities for
each particular type of securities beneficially
held by the selling shareholder before and
immediately after the offering shall be specified.

Dilution
The following information shall be provided:

where there is a substantial disparity between
the public offering price and the effective cash
cost to directors or senior management, or
affiliated persons, of equity securities acquired
by them in transactions during the past five
years, or which they have the right to acquire,
include a comparison of the public contribution
in the proposed public offering and the effective
cash contributions of such persons;

disclose the amount and percentage of
immediate dilution resulting from the offering,
computed as the difference between the offering
price per share and the net book value per share
for the equivalent class of security, as of the
latest balance sheet date;

in the case of a subscription offering to existing
shareholders, disclose the amount and
percentage of immediate dilution if they do not
subscribe to the new offering.

Expenses of the Issue

The following information shall be provided:
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i. the total amount of the discounts or
commissions agreed upon by the underwriters
or other placement or selling agents and the
company or offeror shall be disclosed, as well as
the percentage such commissions represent of
the total amount of the offering and the amount
of discounts or commissions per share;

ii. a reasonably itemized state of the major
categories of expenses incurred in connection
with the issuance and distribution of the
securities to be listed or offered and by whom
the expenses are payable, if other than the
company. If any of the securities are to be
offered for the account of a selling shareholder,
indicate the portion of such expenses to be
borne by such shareholder. The information
may be given subject to future contingencies. If
the amounts of any items are not known,
estimates (identified as such) shall be given.

11. STATUTORY & ADDITIONAL INFORMATION

a.

Share Capital
The following information shall be given as of the date of

the most recent balance sheet included in the financial
statements and as of the latest practicable date:

0] The amount of issued capital and, for each class
of share capital:

€)) the number of shares authorized,;
(b) the number of shares issued and fully

paid as well as the number of shares
issued but not fully paid;
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(©)

(d)

(ii)

(i)

(iv)

the par value or that the shares have no
par value; and

a reconciliation of the number of shares
outstanding at the beginning and end of
the year. If more than 10% of capital
has been paid for with assets other than
cash within the past five years, that fact
should be stated.

If there are shares not representing
capital, the number and main
characteristics of such shares shall be
stated.

Indicate the number, book value and
face value of shares in the company
held by or on behalf of the company
itself or by subsidiaries of the company.

Where there is authorized but unissued
capital or an undertaking to increase the
capital, for example, in connection with
warrants, convertible obligations or
other outstanding equity-linked
securities, or subscription rights granted,
indicate: (1) the amount of outstanding
equity-linked securities and of such
authorized capital or capital increase
and, where appropriate, the duration of
the authorization; (2) the categories of
persons having preferential subscription
rights for such additional portions of
capital; and (3) the terms, arrangements
and procedures for the share issue
corresponding to such portions.
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v)

(Vi)

The persons to whom any capital of any
member of the group is under option or
agreed conditionally or unconditionally
to be put under option, including the title
and amount of securities covered by the
options; the exercise price; the purchase
price, if any; and the expiration date of
the options, or an appropriate negative
statement. Where options have been
granted or agreed to be granted to all
the holders of shares or debt securities,
or of any class thereof, or to employees
under an employees’ share scheme, it
will be sufficient so far as the names are
concerned, to record that fact without
giving name(s).

A history of share capital for the last
three years identifying the events during
such period which have changed the
amount of the issued capital and/or the
number and classes of shares of which
it composed, together with a description
of changes in voting rights attached to
the various classes of shares during that
time. Details should be given of the
price and terms of any issue including
particulars of consideration where this
was other than cash (including
information regarding discounts, special
terms or instalment payments). If there
are no such issues, an appropriate
negative statement must be made. The
reason for any reduction of the amount
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(vii)

of capital and the ratio of capital
reductions also shall be given.

An indication of the resolutions,
authorizations and approvals by virtue of
which the shares have been or will be
created and/or issued, the nature of the
issue and amount thereof and the
number of shares which have been or
will be created and/or issued, if
predetermined.

Memorandum and Articles of Association

The following information shall be provided:

(@)

(b)

indicate the register and the entry
number therein, if applicable, and
describe the company’s objects and
purposes and where they can be found
in the memorandum and articles;

with respect to directors, provide a
summary of any provisions of the
company'’s articles of association or
charter and bylaws with respect to:

a director’s power to vote on a proposal,
arrangement or contract in which the
director is materially interested,;

the directors’ power, in the absence of
an independent quorum, to vote
compensation to themselves or any
member of their body;
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(©)

(d)

()

(@)

(b)

()

(d)

()

(f)

borrowing powers exercisable by the
directors and how such borrowing
powers can be varied;

retirement or non-retirement of directors
under an age limit requirement; and

number of shares, if any, required for
director’s qualification.

Describe the rights, preferences and
restrictions attached to each class of the
shares, including:

dividend rights, including the time limit
after which dividend entitlement lapses
and an indication of the party in whose
favour this entitlement operates;

voting rights, including whether directors
stand for re-election at staggered
intervals and the impact of that
arrangement where cumulative voting is
permitted or required;

rights to share in the company’s profits;

rights to share in any surplus in the
event of liquidation;

redemption provisions; (in case of debt
instruments)

sinking fund provisions; (in case of debt
instruments)
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(9)

(h)

Vi.

Vii.

liability to further capital calls by the
company; and

any provision discriminating against any
existing or prospective holder of such
securities as a result of such
shareholder owning a substantial
number of shares.

Describe what action is necessary to
change the rights of holders of the stock
indicating where the conditions are more
significant than is required by law.

Describe the conditions governing the
manner in which annual general
meetings and extraordinary general
meetings of shareholders are conveyed,
including the conditions of admissions.

Describe any limitations on the rights to
own securities, including the rights of
non-resident or foreign shareholders to
hold or exercise voting rights on the
securities imposed by foreign law or by
the charter or other constituent
document of the company or state that
there are no such limitations if that is the
case.

Describe briefly any provision of the
company’s articles of association,
charter or bylaws that would have an
effect of delaying, deferring or
preventing a change in control of the
company and that would operate only
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with respect to a merger, acquisition or
corporate restructuring involving the
company (or any of its subsidiaries).

Viii. Indicate the bylaw provisions, if any,
governing the ownership threshold
above which shareholder ownership
must be disclosed.

iX. With respect to items (ii) through (viii)
above, if the law applicable to the
company in these areas is significantly
different from that in the host country,
the effect of the law in these areas
should be explained.

X. Describe the conditions imposed by the
Memorandum and Articles of
Association governing changes in the
capital, where such conditions are more
stringent than is required by law.

Material Contracts

Provide a summary of all outstanding contract, to which
the company or any member of the group is a party,
including dates, parties, general nature of the contracts,
terms and conditions, and amount of any consideration
passing to or from the company or any other member of
the group.

Exchange Controls

For foreign companies accessing the Nigeria market,
describe any statute, rules, regulations or other
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legislation of the home country of the company which
may affect:

0] the import or export of capital, including
the availability of cash and cash equivalents for
use by the company’s group;

(i) the remittance of dividends, interest or
other payments to non-resident holders of the
company’s securities.

Taxation

The company shall provide information regarding taxes
(including withholding provisions) to which shareholders
in Nigeria may be subject in the home country.
Information should be included as to whether the
company assumes responsibility for the withholding of
tax at the source and regarding applicable provisions of
any reciprocal tax treaties between the home and
Nigeria, or a statement, if applicable, that there are no
such treaties.

Dividends and Paying Agents

Disclose any dividend restriction, the date on which the
entitiement to dividends arises, if known, and any
procedures for non-resident holders to claim dividends.
Identify the financial organizations which, at the time of
admission of shares to official listing, are the paying
agents of the company in the countries where admission
has taken place or is expected to take place.

Statement By Experts

Where a statement or report attributed to a person as an
expert is included in the document, provide such
person’s name, address and qualifications and a
statement to the effect that such statement or report is
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included, in the form and context in which it is included,
with the consent of that person, who has authorized the
contents of that part of the document.

h. Documents on Display
The company shall provide an indication of where the
documents concerning the company, which are referred
to in the document, may be inspected. Exhibits and
documents on display generally should be translated into
English which is the official language of Nigeria, or a
summary into English should be provided.

Rule 226
DEPOSITORY RECEIPTS BY NIGERIAN ENTITIES

1) For all levels of Global Depository Receipt, the issuer
shall furnish the Commission with information on the
following:

i) nature of the programme;

i) number of shares involved;

iii) parties (Foreign/Local);

iv) international clearing system desired;
V) in the case of transaction on the Stock

Exchange, the issuer must disclose the parties
(foreign/local involved and number of shares in
the transaction),

Vi) Copies of documents obtained from and filed
with the foreign country;

225



vii)

viii)

evidence that the programme has been cleared
by the Central Bank of Nigeria or the National
Insurance Commission where the programme
involves a bank or an insurance company.
Evidence of clearance by other regulatory
agencies would be required where applicable;

copies of latest annual report;

copies of resolution at Annual General Meeting
(AGM) or Extra Ordinary General Meeting
(EGM).

In the case of Level | GDR, compliance with the
above and the existing guidelines on foreign
investments may qualify the Issuer for a

“NO OBJECTION?” letter from the Commission.

Where the Issuer is to raise capital as in (1) above, full
disclosure requirements of the Commission must be
met. In addition, the Issuer is required to file the
following information with the Securities and Exchange
Commission:

certified copy of the resolution of the
members/directors authorising the issue
(Corporate Affairs Commission Certified true
Copy required);

number of shares for the GDR/ADR and the
percentage it represents of the outstanding
shares of the issuer;

capital history of the issuer (e.g. total share
capital, paid-up-capital, issued and unissued
e.t.c);

parties to the issue;

evidence of approval of the foreign regulatory
authorities;
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Note:

Vi)

vii)

viii)

X)

evidence of consent(s) of any international party
to the transaction;

Certified true copy of resolution of members at
AGM/EGM of the issuer approving the offer
currency in which securities for the programme
would be denominated (e.g. Dollars, Pound
Sterling, local currency e.t.c);

a prospectus for foreign capital sourcing and
another one for local offering (a single document
for both domestic and foreign markets may be
issued);

rights and obligations attached to each class of
securities/shares if different classes of securities
are being issued.

In case of new offerings, the issuer must meet the
requirements of both the local and foreign jurisdictions.

PART G REGULATION OF MERGERS, TAKE-OVER
AND ACQUISITIONS
Rule 227
Q) Definitions

For the purposes of these Rules and Regulations:

“Merger” means any amalgamation of the undertakings
or any part of the undertakings or interest of two or more
companies and one or more corporate bodies.

“Bid” means an invitation or an offer.

“Offeree company” means a company whose shares or
assets are subject of a take-over bid.

“Offeror” means a person or two or more persons jointly
or in concert who makes or make a take over bid.
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(@)

G1

“Acquisition” means the take-over by one company of
sufficient shares in another company to give the
acquiring company control over that other company.

“Horizontal mergers” means mergers involving direct
competitors.

“Vertical mergers” means mergers involving firms in non-
competitive relationships.

“Conglomerate merger” means other types of mergers.

Failure by any person covered by this part, to comply
with the provisions of these rules shall, after opportunity
of being heard be liable to a penalty of N5000 per day
during period of default.

MERGERS, ACQUISITIONS AND COMBINATIONS
Rule 228
Scope of the Regulation

The provisions of this Regulation shall apply to:

(i)
(ii)

1)

)

public or Private companies;

every merger, acquisition or combination between or
among companies, involving acquisitions of shares or
assets of another company.

Rule 229
Approval by Commission

Every Merger Acquisition or Combination between or
among companies shall be subject to the prior review
and approval of the Commission.

Approval for Mergers, Acquisition or Combination shall
be given if and only if the Commission finds that:

@ such acquisition, whether directly or indirectly, of
the whole or any part of the equity or other share
capital or of the assets of another company, is
not likely to cause substantial restraint of
competition or tend to create monopoly in any
line of business enterprise;
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(b) the use of such shares by voting or granting
proxies or otherwise shall not cause substantial
restraint of competition or tend to create
monopoly in any line of business enterprise.

Rule 230
Exemptions

The provisions of this Regulation shall not apply to:

0] holding companies acquiring shares solely for
the purpose of investment and not for the
purpose of using the shares by voting or
otherwise to cause or attempt to cause
substantial restraint of competition or tend to
create monopoly in any line of business
enterprise;

(i) transactions undertaken under authority given
by any Federal Government agency vested with
such statutory power.

Rule 231
Procedures/Requirements for Obtaining Approval

Companies proposing a merger, acquisition or combination shall:
0] file with the Commission a pre-merger notice;

(i) file with the Commission a formal application for
approval of the proposed merger.

(iii) comply with post-approval requirements

Rule 232
Pre-Merger Notice

The pre-merger notice shall be filed by submitting to the
Commission a report, which shall contain the following:
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0] letter of intent signed by the merging companies
accompanied by board resolutions of the
merging companies supporting the merger;

(i) detailed draft write-up of the proposed
transaction including all the background studies
relating to the merger, acquisition or
combination and justification for it which shall
include the following;

(@)

(b)

()

(d)

()

(f)

(9)

detailed information about product lines
or operations of the companies;

a list of the major competitors in that
product market and the market position
or market share of each company;

the structure and organization of the
companies;

revenue information about the
operations of the companies;

an analysis of the effect of the
transaction on the relevant market
including the post transaction market
position of the acquiring or surviving
company;

memorandum and Articles of
Association of the merging companies
certified by the Corporate Affairs
Commission.

proposed amendment to the
Memorandum and Articles of
Association.

(iii) the latest financial statement of the companies;

(iv) Certificate of the corporation of the merging companies.

Rule 233

Formal Application
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(1)

(2)

Upon receipt of a favourable response to a pre-merger
notification from the Commission, a formal application for
approval of a proposed merger, acquisition or
combination shall be filed with the Commission.

The formal application shall be accompanied by the

following:

€)) an agreement of merger, acquisition or
combination containing among other things, the
following-

0] terms and conditions of the transaction;

(i) mode of carrying out the transaction;

(iii) any amendment or changes in the
Certificate of Incorporation or Articles of
Association of the surviving company
as a result of the transaction, if any;

(iv) a statement that the Certificate of
Incorporation of one of the constituted
companies shall be the certificate of the
surviving or resultant company, where
applicable;

(v) the mode of converting the shares of

each constituent company into shares or
other securities of the serving or
resultant company and if there are no
exchange of shares or securities, the
cash, property, rights or securities of
any other company which the
shareholders of the constituent
companies are to receive in exchange
for, or upon conversion of such shares
and the surrender of their share
certificates, which cash, property rights
or securities of another company may
be in addition to or in lieu of shares or
other securities of the surviving or
resulting company,
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(3)

(b)

()

(d)

()

(f)

(9)

(9)

(vi) such other details or provisions as are
deemed necessary and material;

(vii) the signatures of the Chairman of the
Board of Directors or the Chief
Executive and attested to by the
Secretary of each of the constituent
companies.

a comprehensive joint write-up by the Issuing
Houses in respect of the proposals in the
transaction package indicating business lines
and stating reasons for it.

five years audited account (or number of years
in existence) of all the enterprises involved
(including detailed Profit and Loss Accounts) if
the fusion would involve exchange of shares.
In case of sale for cash, only the account of the
enterprises, being taken over, would be
required;

draft Scheme of arrangement; (if any)

evidence of increase in capital of the acquiring
company to accommodate any anticipated
increase in paid-up capital following the share
exchange;

prescribed fees based on the share capital of
the company to be acquired;

draft prospectus (if necessary) or draft
particulars in the case of listing on the Second-
Tier Securities Market;

evidence of shareholders approval of the
schemes at a court ordered meeting i.e.
resolutions approved by shareholders of each of
the merging companies at their separate
meetings.

Any document required to accompany a formal
application which has been previously filed with the
Commission may be incorporated by proper reference
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provided that such documents were filed within 6 months
of the present application and is found acceptable by the

Commission.
Rule 237
Post Approval Requirements

€)) The following shall be filed after the Commission has

given final approval for the transaction:

0] court order sanctioning the scheme of

arrangement;

(i) notification of the completion of the exercise.
(b) The requirement in (a) above shall be filed with the

Commission within 5 days from the date the count order

was given.

G.2 REGULATION OF TAKE-OVERS

Rule 235
Take-Over bids

(1) (@ Where a person or group of persons acquire(s) or wish
to acquire shares in a target company with the intention
of taking over control of that company, a take-over bid
shall be made by such person or group of persons or
through their agent to the shareholders of the target
company.

(b) The agent referred to in (a) above shall be a registered
capital market operator.

(2 Where a take-over bid is made by a corporate body, a
resolution of the directors approving the bid shall
accompany the bid. The resolution shall be signed by at
least one director and the company secretary.

©)) A take-over bid shall not be made:
€)) to fewer than 20 shareholders representing 60%
of the members of the target company or such

other numbers as may be prescribed by the
Commission from time to time or,
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(4)

(1)

(b)

where the shares to be acquired under the bid
are shares in a private company.

A take-over bid shall for purpose of information, be
advertised in at least two national daily newspapers.

Rule 236
Contents of a Bid

A bid being an invitation under a take-over bid shall be
incorporated in a document that;

(@)

(b)

()

(d)

()

0] states the full names and addresses of
the offeror;

(i) the addresses should be a street
address and post office box (if any)
where the offeror is a corporate body,
the name and current Head office
address and a statement of the date at
which the approval of the directors of
the company was given;

specifies the maximum number and offer
particulars at the shares at the offeree company
proposed to be acquired during the period
specified in the invitation to bid,;

specify the price and other terms on which those
shares are proposed to be acquired.

specifies the number and offer particulars of the
shares in the offeree company to which:

0] the offeror; or

(D) any company in the same group of
companies as the offerors, is or are
entitled immediately before the date of
the take-over bid,;

state, if applicable the following matters:

0] where a bid under a take-over bid is for
all the shares of a class in an offeree
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(2)

(f)

company, the offeror, if he so intends,
shall state in the Bid that he intends to
invoke the right under the Act, to acquire
the shares of shareholders of the
offeree company who do not accept the
bid and that the shareholder is entitled
to dissent and to demand the fair value
of his shares; or

(i) state in the bid if the offeror intends to
purchase shares in the offeree
company in the market during the period
of time within which shares may be
deposited pursuant to the bid.

specifies or sets out such other matter as may
be prescribed by regulation from time to time.

A bid being also an offer under a take-over shall be
incorporated in a document which:

(@)

(b)

()

(d)

()
(f)

(9)

states or specifies the matter referred to in
paragraphs (a) to (d) of (1) above;

specifies the number and other particulars of the
shares in the offeree company proposed to be
acquired during the period specified in the offer;

specify the price and offer terms of the offer in
respect of those shares;

sets out how and by what date the obligations of
the offeror are to be satisfied;

sets out all other particulars of the offer.

states, if applicable, matters specified in
paragraph (e) of (1) above.

specifies or sets out such other matters as may
be prescribed by regulation from time to time.
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1)

)

1)

(2)

Rule 237

AUTHORITY TO PROCEED WITH TAKE-OVER BID

€)) A take-over bid shall not be made unless an
authority to proceed with take-over had been
obtained from the Commission.

(b) An application for authority to proceed with a
take-over bid shall be made to the Commission
by or on behalf of the person proposing the bid
before the proposed bid is made.

(c) the application shall state the following:
0] the name and other particulars of the
person making the bid;

(i) The particulars of the proposed bid with
supporting documents in compliance
with the provisions of the Act and these
Rules and Regulations;

(iii) any other information or documents that
may be required by the Commission
from time to time.

The authority to proceed with a bid granted by the
Commission shall be for a period of three months
subject to renewal upon application by the person
making the bid.

The application for renewal of the authority to proceed
with a bid shall be made within 14 days prior to the
expiration of the authority and such renewal shall be for
a period of not more than 3 months.

Rule 238
REGISTRATION OF TAKE-OVER BID

The persons making a take-over bid shall lodge with the
Commission, a copy of the proposed bid for registration
before it is despatched.

The Commission shall register the bid if it is satisfied that

it has complied with the provisions of the Act and these
Rules and Regulations.
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(3)

(4)

H1

Where the Commission is not satisfied, it shall refuse to
register the bid and notify the applicant accordingly.

Within 30 days after the service of the notice in (3)
above, the applicant may by notice in writing require the
Commission to refer the fact of its refusal to register a
copy of the proposed bid to the tribunal for a review of
the Commission’s decision.

PARTH REGULATION OF COLLECTIVE
INVESTMENT SCHEMES
Rule 239
Definitions
UNIT TRUST
Rule 240

Application for Authorization of unit Trust Scheme

An application for authorization of a scheme pursuant to Act

shall be filed with the Commission together with the application

for registration of the units of the scheme.

Rule 241 Requirements as to form of Prospectus

1)

(2)

The information required in a prospectus to be used or
used in the offering for sale or sale of units of a
proposed unit trust scheme or an authorized trust
scheme shall follow the order provided in rule 245 and
rule 247 and thereafter it need not follow any particular
order provided that the information is set forth in such a
manner as not to obscure any required information
necessary to keep the required information from being
complete or misleading.

The information set forth in the prospectus shall be
presented in a clear and concise manner under
appropriate captions or headings reasonably indicative
of the subject matter set forth thereunder.

Rule 242
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Broadcast of Prospectus

Every prospectus consisting of a radio or television broadcast
shall be reduced to writing and two copies of such prospectus
shall be filed with the Commission at least 10 working days
before it is broadcast or otherwise issued to the public.

Rule 243
Statements as Required in Prospectus

Q) There shall be set forth on the outside front cover of
every prospectus the following statement printed in red
ink;

THIS PROSPECTUS AND THE UNITS WHICH IT
OFFERS HAVE BEEN REGISTERED BY THE
SECURITIES AND EXCHANGE COMMISSION. THE
INVESTMENTS AND SECURITIES ACT 1999
PROVIDES FOR CIVIL AND CRIMINAL LIABILITIES
FOR THE ISSUE OF A PROSPECTUS WHICH
CONTAINS FALSE OR MISLEADING INFORMATION.
REGISTRATION OF THIS PROSPECTUS AND THE
UNITS WHICH IT OFFERS DOES NOT RELIEVE THE
PARTIES OF ANY LIABILITY ARISING UNDER THE
ACT FOR FALSE OR MISLEADING STATEMENTS
CONTAINED OR FOR ANY OMISSION OF A
MATERIAL FACT IN ANY PROSPECTUS.

(2 Every prospectus shall set forth on the page describing
the “offer” the following statement:

@ a copy of this prospectus together with the
documents specified herein, having been
approved by the Trustees, has been delivered to
the Securities and Exchange Commission (“the
Commission”) for registration.

(b) This prospectus is issued in compliance with the
Investments and Securities Act 1999.and the
Rules and Regulations of the Commission for
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the purpose of giving information to the public
with regard to the offer for subscription of units
in the scheme.

(c) The Directors of the Managers collectively and
individually accept full responsibility for the
accuracy of the information given and confirm,
having made reasonable enquiries, that to the
best of their knowledge and belief there are no
material facts the omission of which would make
any statement contained therein misleading.

Rule 244
Date of Prospectus

Every prospectus shall be dated on the front cover and the
effective date of registration of the units which it offers shall not
be earlier than the date of execution of the approved registration
documents by all parties at a final meeting.

Rule 245
Contents of a Prospectus

Every prospectus shall contain the information required by the
Act and shall in addition state the following information:

0] the front cover shall state the name of the
Issuer/promoter, the fund manager, the registration
number of the fund manager, the type of units offered,
amount of units being offered, the price and amount
payable in full on application;

(i) a reasonably detailed table of contents in the forepart of
the prospectus showing the subject matter of the various
sections or sub-sections of the prospectus and page
number on which each such section or sub-section

begins;

(iii) the offer stating the requirements of rule 243, the times
of opening and closing of the offer, the name of the
Trustees;

(iv) names and addresses of the directors, the managers

and other parties to the issue;
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(v)
(vi)
(vii)
(viii)
(ix)
(x)
(xi)
(xii)
(xiii)
(xiv)
(xv)

(xvi)

(xvii)

(xviii)

history and prospects of the scheme;

objective of the fund;

offer price;

management and advisory services;

yield of the fund,

preliminary charges;

investment policy of the fund;

dividends, distribution, reinvestment options;
redemption policies;

a forecast of income of the fund for the next three years;
statement as to consents of professionals to the offer;

duration of the scheme and conditions relating to its
termination, and modification of its Trust Deed;

the period not exceeding 90 days of launching the
scheme during which subscription at the offer price
would be valid;

application forms.

Rule 246

Requirements as to Form, Number etc of Trust Deed

(1)

(2)

Every Trust Deed filed pursuant to the provisions of the
Investments and Securities Act 1999 shall be printed or
typewritten and properly bound on the left side in such a
manner as to leave the reading matter legible.

Two copies of such trust deed shall be filed with the

Commission together with a completed application for
authorization of the scheme.
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(3)

The Trust Deed shall state on the outside front cover
page in bold face capital letters the following information:

0] date of the trust deed,;
(i) name of the management company;
(iii) name of the trustee company;

(iv) the name of the scheme constituted by the trust
deed,;

Rule 247
Contents of Trust Deed

Every Trust Deed in which are expressed the trust of a unit trust
scheme shall contain among other things the following

information:

€)) Definition of terms used in the trust deed,;

(b) Constitution of the Trust

(c) Issue/Sale of units;

(d) Redemption of units by the managers at prices
calculated in the manner prescribed under these Rules
and Regulations, and for settlement in respect thereof to
be effected not later than five (5) working days following
the transaction.

(e) Investment policy;

® registration of holders of unit.

(9) mode of execution and issuance of unit
certificate

(h) a provision stating that the underlying assets of the
scheme shall vest in the Trustee or, subject to any
prescribed conditions, in a nominee approved by the
Commission;

0] prohibition or restriction of issue by and on behalf of the

manager of any advertisements, circular or any
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0

(k)

()
(m)
(n)

(0)

(V)

(a)
(r)

(s)
(t)

statement with respect to the sale price of units, the
payments of other benefits received or likely to be
received by unit holders, or invitation to buy units without
disclosing also the yield from the units; and unless such
circulars, advertisements, etc are cleared by the trustee
and approved by the Commission;

an annual service charge not exceeding 5% of the fund
but payable out of income, and initial charge (as
appropriate) not exceeding 2.5% of any amount invested
in the scheme as part of the purchase price;

in addition to (J) above the manager of the scheme shall
be entitled to an incentive fee of 1% of total returns in
excess of 20% of the scheme’s net asset value;

annual auditing of the accounts of the scheme;
appointment of auditor;

prohibition of the management company, trustee and
their affiliates from dealing as principals in the sale of
underlying assets to the trust scheme;

prohibition of deals in or retention of any underlying
securities of any company if those individual officers of
the management company or of their affiliates own each
beneficiary more than %2 of 1 percent of the securities of
such company and together more than 5 percent of the
securities of that particular company;

duties and responsibilities of the managers and
trustees;

remunerations of Trustees

removal and retirement of managers and
trustees

duration and termination of the trust;

notices and meetings of unit holders
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(u)

v)

(W)

)

v)

@

1)

(@)

affirmation of the separate incorporation of the trustees
and the management company under the Companies
and Allied Matters Act 1990;

provision that ensures that effective control over the
affairs of the scheme is vested in and will be exercised
independently by the Trustee of the scheme on behalf of
unit holders;

an undertaking by the Trustee to notify the Commission
about any proposed change in management of the Fund
during the currency of the scheme;

provision restricting the fund manager’s absolute
powers to invest in the scheme’s fund by requiring
trustee’s consent before investments are finalized,;

provision prohibiting fund manager from investing in its
in-house, trustee’s or their associates’ instruments;

provision that promoters of unit trust scheme shall
subscribe to a minimum of 10% of initial issue.

Rule 248
Filing Executed and Reqgistered Trust Deed

after approval of the Trust Deed by the Commission, an
applicant shall forward a duly executed and Stamped
copy of such Trust Deed to the Commission before
commencing operation or dealing in units of the scheme
constituted by such Trust Deed.

The Trust Deed shall be executed by the manager and
Trustee to the scheme and stamped at the Stamp Duty’s
office of the Internal Revenue Department.

Rule 249
Calculation of Price of Units

The calculation of prices at which units of any unit trust scheme
may be bought or sold shall be done in accordance with the
formula in Schedule VI of these Rules and Regulations.
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H2 INVESTMENT TRUST

The requirements of rules 240 - 248 of these rules and
regulations shall apply with necessary modifications taking into
consideration that an Investment trust is a closed - ended
scheme.

H3. REGULATION OF PENSION FUND
The provisions of rule 41(3) and this part shall apply only to
pension funds managed by a third party as a professional
fund manager.

Rule 250.
Definition:

Pension Fund for purposes of these Rules and Regulations shall
be any society fund or scheme the assets of which are held
under irrevocable trusts the main objects of which are the
provision of non-assignable and non-commutable retirement
pensions or annuities for an individual or his dependants after his
death or for any group or class of such individuals and their
dependants.

Rule 251.

Purpose of Scheme: The purpose of a pension fund shall be
clearly stated and shall include among others, the provision of
pensions for employees on retiring at a specified age or earlier
on account of ill-health or the accumulation of  sums payable
to an employee on leaving the service of an employer.

Rule 252
0] The fund shall be constituted under an independent and
irrevocable trust.
(i) Where the fund is by assurance with an Insurance

company, a clause shall be stated in the policy to the
effect that the policy and all benefits payable thereunder
are held upon trust for the respective persons, to whom
the benefits are expressed to be payable.
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(iii) Where the trustee is not a corporate body, the trustee
must be representative of all category of members
included in the scheme.

Rule 253.

Membership of the fund shall not be restricted and therefore
open to all employees.

Rule 254.

The Pension Fund must be operated in a way that it is connected
with the carrying on of a trade, business, profession or vocation
wholly or partly in Nigeria.

Rule 255

0] The benefits accruing from the scheme shall be
reasonably related to the length of employment and to
the salary of the employee.

(i) Where an employee leaves the services of the employer
in circumstances in which he is entitled to the benefits
secured by the employer's contribution, he shall be
entitled to 100% of the employer’'s contributions after 5
years service.

Rule 256.
No person entitled to benefit under the scheme shall loose his
benefit except upon dismissal based on fraud or misconduct
constituting a criminal offence.

Rule 257.

Contribution:

0] Contributions to the scheme shall be related to salaries
and have regard to the actuarial needs of the fund of the
scheme.

(i) The employer and the employee may contribute to the

scheme and the contributions shall be paid to the
trustees at intervals not exceeding one year.
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Rule 258.

No part of the trust fund, contributions or benefits shall be
returned to the employer whether on winding up of fund or
otherwise.

Rule 259.

The employee shall not withdraw any sums from the fund prior to
leaving the employment or reaching the retirement age.

Rule 260.

The employer shall not have any lien on or right of recourse to
the contributions whether employer’'s or employee’s once made.

Rule 261.

Investments: At least 50% of the funds of the scheme shall be
invested in securities issued by or under the authority of any
government in Nigeria and other capital market instruments.

Rule 262

0] The Managers of the fund shall file with the Commission

not later than the 151"
and quarterly returns.

day of the next month, monthly

(i) Failure of the Manager to file returns at the due date
shall be liable to a penalty of N1,000.00 per day until the
returns are filed.

(iii) The penalty paid by the Manager shall ot be paid out
of the fund.

Rule 263.
A pension fund may be managed by one or more fund
managers.

Rule 264.

A person fund manager shall in the conduct of its business
observe high standard of integrity professionalism and fairness in
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its dealings with its clients. It shall therefore exercise due
diligence and avoid conflict of interest in the performance of
duties as a fund manager.

Rule 265.

All application for authorisation of pension fund shall comply with
the requirements of the Trustee Investment Act and all other
rules of the Commission.

Rule 266.

An application for authorisation of pension fund shall indicate the
method of valuation of investments in accordance with the
standard s prescribed by the Nigerian Accounting Standards
Board.

Rule 267.

Valuation of unquoted securities shall be reviewed periodically
by the managers and Trustees of the fund. This shall be a
subject of comment by the auditor in the annual report of the
fund.

Rule 268.

Pension fund managers shall make a fair and independent
valuation of quoted securities not traded during the period of one
month prior to the date of valuation so as to reflect the true
realisable value, subject to the condition that the method of the
valuation shall be approved by the Trustee to the fund. This shall
be a subject of comments by the auditors in the annual report of
the fund.

Rule 269.

0] The manager of a pension shall maintain separate
account from that of the fund

(i) Granting of any loan or advances by the fund is hereby
prohibited.
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Rule 270.

The management fee/cheques by the managers of a pension
fund shall not exceed 3%

Rule 271.
PENALTY FOR FAILURE TO AUTHORISE AND REGISTER
FUND
0] Every pension fund shall be authorised by the

Commission before it commences operations.

(i) Failure to comply with the provisions for authorisation of
the fund shall constitute a violation of these Rules and
Regulations and liable to a penalty of N5,000.00 per day
during the period of default.

Rule 272.

CONTENT OF THE TRUST DEED

The Trust Deed which shall be approved by the Commission
shall contain among others details of the following:

1. Definition

2. Objectives

3. Trust Deed Binding

4. Invitations and Circulars
5. Investment Policy

6. Investment Practices

7. Investment Restrictions
8. Power to Invest

9. Re-Investments

10. Custody of the Deposited Property (Investment
and Cash)
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11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24,

25.

26.

27.

28.

29.

30.

31.

Trusts of the Deposited Property
Rights Attaching To Investments
Rights of Pension Holders
Registration of Pension Holders
Confirmation of Holdings in the Fund
Mode of Payment

Fund Manager and Trustees May Act as Fund
Manager and Trustee of other Trusts

Indemnities, Rights and Powers of Fund
Manager and Trustee

Remuneration and Reimbursement of the
Trustee, Fund Manager and Registrar

Waivers as to certain Transactions
Covenants by the Fund Manager
Duties and Obligations of the Fund Manager
Duties of the Registrar

Exit and Entry of Fund Manager
Voluntary Retirement of Fund Manager
Removal/Change of Registrar

Exit and Entry of Trustee

Voluntary Retirement of Trustee
Appointment of a New Trustee

Fiscal Year

Auditors
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32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

45,

46.

47.

Appointment of Auditors
Remuneration of Auditors
Resignation of Auditors
Removal of Auditors

Retirement/Removal of Manager and
appointment of new Manager

Appointment/Removal/Retirement of Trustees
and appointment of new Trustees.

Provisions for Termination of the Trust
Reduction of Trust Period decision
Liguidation of The Trust

Modification and Supplementary Deeds
Copies of Trust Deed

Notices

Annual General Meetings

Meetings

Compliance with Regulations

Applicable Law.

H4. REGULATION OF COMMUNITY SAVINGS SCHEME

Rule 273.

The trust fund, hereinafter referred to as “Community Savings”
shall serve as collective investments of money in the investment

out lets;

Rule 274
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The Fund shall be managed by a board of trustees, to be
appointed by the members or by being employed by the
members as professionals;

Rule 275.

The operation of the schemes shall not be subjected to the
provisions of Section 146 Act;

Rule 276.

The board of trustees of the schemes shall determine how the
fund shall be invested, with the consent of the members;

Rule 277.

The board of trustees is to advise the members on the
investment out lets that should be most beneficial to the scheme
and also advise otherwise as the situation demands;

Rule 278.
The board of trustees shall effectively manage the assets of the
scheme and are obliged to give periodic information on the
performance of the scheme as a matter of routine;

Rule 279.

A member shall have the right to easy entry and exit without the
attachment of any stringent measure on him or her and shall be
entitled to withdraw all savings made and any terminal benefits
he/she may be entitled to;

Rule 280.

A new member may be admitted into the scheme upon the
approval of the Board of Trustees;

Rule 281.

The Board of Trustee shall have the sole right on the Investment
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decision of the fund

H5 REGULATION OF REAL ESTATE INVESTMENTS

The provisions relating to regulation of Investment Trust
shall for the time being apply. A Real Estate Investment
Company shall file with its application form a statement
specifying that all its investments shall be limited to real
estates and shall in addition state the types of real estate
activities into which it intends to invest.

H6 SPECIAL FUNDS

A. VENTURE CAPITAL FUND

Rule 282
Requirements for authorisation.

An application for authorisation of Venture capital fund shall be
filed by by the manager on form SEC 6A accompanied with the
following:

0] two copies of draft prospectus

(i) two copies of draft Trust deed where no
technical agreement is filed

(iii) letters of consents from the prospective parties

to the Venture capital scheme

(iv) two copies of partnership agreement between
fund providers and Venture capitalist. (This
shall apply only to classic venture capital). The
agreement shall contain among others the

following:

€)) that the fund provider shall be a limited
or non-active partner

(b) that the venture capital company shall
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v)
(Vi)

(vii)
(viii)

(ix)

)

be the general partner

(c) that the venture capital company shall
manage or participate in the
management of the business in which
the fund is invested.

(d) duties and obligations of all parties to
the agreement.

copy of the certificate of incorporation of the
manager of the venture capital fund.

two copies of the memorandum and articles of
association of the manager of the venture capital
fund certified by the CAC, with a provision
authorising the company to manage funds

detailed information about the fund provider

two copies of the technical/management
agreement between the venture capitalist and
the beneficiary company of the fund

two copies each of the certificate of
incorporation and memorandum and Articles of
Association of the venture capital fund and the
fund user company certified by the CAC.

two copies of the scheme of arrangement
between the fund provider, the venture capitalist
and the existing investors in the beneficiary
company. (This shall apply only to the
Merchant Venture Capital).The agreement shall
contain among others the following:

@ arrangement for new shareholding
structure

(b) valuation of existing shareholding
structure

(c) method of financing

(d) asset securitisation and valuation
issues

(e) nature of the charge on assets (whether

floating or fixed)
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(xi)

a sworn undertaken to obtain the approval of the
national risk fund established pursuant to the
Venture Capital (incentives) Act 1993

(xii) evidence that the minimum paid-up capital of the
manager of the fund complies with the
requirements of the Commission as stipulated
in the rules and regulations

(xiii) authorisation fee of 1% of the fund

(xix)  any other material information

(b) An application for registration of the Venture Capital

Fund shall contain such information as will indicate the
type and general nature of the Venture
Capital Fund including the following:

(i)
(if)
(i)
(iv)
(v)
(vi)
(vii)
(viil)
(ix)
(x)

the name of the proposed fund

the name under which the sponsors of the fund
intends to do business

date of commencement of the fund

the name and addressees of the sponsors of the
fund

the general nature of the business in which fund
will be invested

investment target of the fund

expected yield of the fund

sworn undertaking to file monthly reports and
returns with the Commission

registration fee of N25,000

any other information required by the
Commission from time to time.

Rule 283

Contents of Prospectus

The prospectus shall among others contain the following:

(@)
(b)

Summary of the issue — including key
performance forecast of the “Super Deal”.
The placement offer.
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(c)
(d)

()

Directors and Parties to the issue.

The name and every detail about the “Super
Deal” company (fund user).

Information on the Venture Capital firm as a
party in the proposed partnership agreement
with the fund provider including the functions of
the Venture Capital firm in the management of
the “Super Deal” company as follows:

Q) Establish Fund: The Venture Capital
firms raise fund from cheap sources.
With negotiations and persuasion, the
firms consider the payback period rate
of returns, securitisation involved,
disbursement pattern etc.

(i) Target Investment Opportunities:
This firm identifies and screen new and
young innovations with companies and
individual genius with high potentials. It
evaluates, screen, structure deals in
order to identify such project of high
potential referred to as “super Deal".
Some of the characteristics of “Super
Deal” are:

Project of high profitability with great industrial
dominance e.g. electronic/information
technology.

Company led by industry superstar; with proven
entrepreneurial experience, leading innovation
or technologies marketing head; dynamic with
imagination and skill.

Project in respect of high, value-added
properties resulting in early payback to users.
Project having no dominant competitor with
monopolistic gross profit margins.

(iii) Ability to Add-Value: The Venture
Capital firms design strategy for the
management of the user/companies.
They participate as active board
members and lend empirical experience
to augment the plans of action. They do
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(f)

(9)
(h)

(i)

()
(k)

()
(m)

(n)

general coordination to see the success
of the investment.

(iv) Design and Execute the Existing
Strategies: They plan and time the
existing strategies and procedures
through the following methods: sale,
initial public offer, merger, acquisition,
leverage buyout, management buyout,
liquidation, alliances.

Information on the “Super Deal” company
specifying investment opportunities, target, the
past performance and other unique factors of
entrepreneurship/production in form of
comparative advantages:

market monopoly

franchise, patent rights

technological breakthrough

Any previous loan advance.

Consents of all professional parties/persons
whose names appear in the prospectus.
Place where documents for inspection will be
located.

Procedure for application and allotment.
Receiving banks and other agents where
applicable (both foreign and local).

Draft application form.

Requirements mentioned in the Fourth schedule
of ISA 1999:

Statements of assets and liabilities for the past
five years if any

Statement of profit and loss accounts for the
past five years if any

Profitability forecast for the three years ahead
Cash flow forecast for three years ahead.

Duration of investment before harvest and exit

indicating the possible harvest and exit
strategies.
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Letter of consent that the periodic report will be sent to
the regulatory authority for monitor.

Draft copy of Introduction Materials and names of the
prospective investors (not more than 25 in number).
Evidence of approval of the Prospectus and Technical
and Management Agreement by the Fund User

Company.

Preceding 5 years financial status of Venture Capital

Firm.

PART | REGULATION OF SOLICITATION AND USE
OF PROXIES

Rule 285
Definitions:

All the terms used in this regulation, unless the context otherwise
requires, have the same meaning as in the Act and the rules and
regulations made thereunder. In addition the following definitions

apply:

“Proxy” means any consent or authorization including a power of
attorney given by a holder of registered shares to another person
empowering the latter to attend a meeting of shareholders of a
public company and to exercise voting rights on behalf of the
shareholder for the election of directors and approval of other
corporate actions.

“Proxy Statement” shall mean the statement required by this
regulation whether or not contained in a single document.

“Registrant” shall mean the issuer of the securities in respect of
which proxies are to be solicited.

“Solicit” and “Solicitation” shall include:-
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(@)

(b)

()

1)

1)

any request for proxy whether or not accompanied by or
included in a proxy form;

any request to execute or not to execute, or to revoke a
proxy or;

the furnishing of a proxy form or other communication to
shareholders under circumstances reasonably
calculated to result in the procurement, withholding or
revocation of a proxy.

Rule 286
Application of Rules

The rules contained in this regulation apply to every
solicitation of a proxy with respect to securities
registered pursuant to the Act and the CAMD 1990
whether or not trading in such securities has been
suspended except:

@ any solicitation not made by or on behalf of the
management of the issuer where the total
number of persons solicited is not more than two
holding an aggregate number of shares not
exceeding 1% of the paid up capital.

(b) any solicitation through the medium of a
newspaper advertisement which informs
shareholders of a source from which they may
obtain copies of a proxy form, proxy statement
and other soliciting material and does no more
than (I) give the name of the issuer, (ii) state the
reason for the advertisement and (iii) identifying
the proposal or proposals to be acted upon by
shareholders.

Rule 287
Regquirements as to Proxy

The form of proxy shall:

€)) indicate in bold face type whether or not the
proxy is solicited on behalf of the Board of
Directors of issuer.
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(@)

(b)

()

@)

(b)

provide a specifically designated blank space for
dating the proxy card; and

identify clearly and impartially each matter or
group of related matters intended to be acted
upon, whether proposed by the registrant or by
shareholders.

a proxy form shall provide means whereby the
person solicited is afforded an opportunity to
specify by ballot a choice between approval or
disapproval of, or abstention with respect to
each matter referred to therein as intended to be
acted upon, other than elections to office.

a Proxy form which provides for the election of
directors shall set forth the names of persons
nominated for election as directors. Such proxy
form shall clearly provide any of the following
means for security holders to withhold authority
to vote for each nominee:

0] a box opposite the name of each
nominee which may be marked to
indicate that authority to vote for such
nominee is withheld or

(i) an instruction in bold-face type which
indicates that the shareholder may
withhold authority to vote for any
nominee by lining through or otherwise
striking out the name of any nominee;
or

(iii) designated blank spaces in which the
shareholder may enter the names of
nominees with respect to whom the
security holder chooses to withhold
authority to vote, or

(iv) any other similar means provided that

clear instructions are furnished
indicating how the security holder may
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()

(d)

()

(f)

withhold authority to vote for any
nominee.

a proxy form may confer discretionary authority
to vote with respect to any of the following:

0] the election of any person to any office
for which a bonafide nominee is named
in the proxy statement and such
nominee is unable to serve or for good
cause will not serve.

(i) Matters incidental to the conduct of the
meeting.
No proxy form shall confer authority to:

0] vote for the election of any person to
any office for which a bonafide nominee
is not named in the proxy statement or;

(i) vote at any general meeting other than
the next annual meeting to be held after
the date on which the proxy statement
and form of proxy are first sent or given
to security holders or

(iii) vote with respect to more than one
meeting or more than one consent
solicitation or;

(iv) consent to or authorize any action other
than the action proposed to be taken in
the proxy statement or matters referred
to in paragraph (c).

For the purpose of this regulation a person shall
not be deemed to be a bonafide nominee as
director and he shall not be named as such
unless he has consented to being named in the
proxy form/statement and to serve if elected.

a proxy form or statement shall provide subject
to specified conditions that the shares
represented by the proxy will be voted and that
where the shareholder specifies in the ballot
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(3)

(1)

(2)

(3)

(1)

(2)

provided a choice concerning any matter to be
acted upon, the shares will be voted in
accordance with such specifications.

Every issuer, company secretary or other agent of an
issuer shall accept, process and formalize all duly
executed powers of attorney, which meet the
requirement of this regulation.

Rule 288
Presentation of Information in Proxy Statement

The information included in the proxy statement shall be
clearly presented and the statement made shall be
divided into groups according to subject matter and the
various groups of statement shall be preceded by
appropriate headings.

Where practicable and appropriate the information shall
be presented in tabular forms. All amounts shall be
stated in figures. Response shall be given for all items
and where an information required is not applicable it
shall be so stated.

Any information contained in any other proxy soliciting
material which has been furnished to each person
solicited in connection with the same meeting or subject
matter may be omitted from the proxy statement, if a
clear reference is made to the particular document
containing such information.

Rule 289
Service of Proxy Statement and proxy Forms

The Registrant shall furnish the proxy statement and
proxy form to the shareholder together with the notice of
meeting and annual report 21 days to the date of the
meeting in the case of Annual General Meeting (AGM).

Where proxies are solicited at the expense of the
company on behalf of the board, proxy forms and
materials must be sent to every member of the company
entitled to notice of the meeting and to vote by proxy at
the meeting.
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1)

(@)

(3)

(1)

(2)

(1)

Rule 290
Filing Requirement

a copy of the proxy statement, proxy form and all other
soliciting materials in the form in which such materials
are furnished to share holders, shall be filed with the
Commission not later than 48 hours before the date such
material is first sent or given to any shareholder.

a copy each of all proxies exercised at any meeting of
shareholders shall be kept by the Registrant in a readily
accessible place for a period of not less than 2 years
and made available to the Commission upon demand.

The filling fee for proxy materials shall be as in schedule
| or as may be prescribed by the Commission from time
to time. The filing fee shall be non-refundable.

Rule 291
Revised Material

Where any proxy statement, proxy form or other material
filed pursuant to this Regulation is amended or revised,
a copy of such amended or revised material shall be
filed and marked to indicate clearly and precisely the
changes effected therein.

Any such amendment or revision of a proxy statement or
material shall be communicated to every member
entitled to attend and vote at a meeting 10 working days
prior to such meeting.

Rule 292
False or Misleading Statement

No solicitation subject to this regulation shall be made by
means of any proxy statement, form of proxy, notice of
meeting or other communication, written or oral,
containing any statement which, at the time and in the
light of the circumstances under which it is made is false
or misleading with respect to any material fact, or which
omits to state any material fact necessary in order to
make the statements therein not false or misleading or
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(2)

necessary to correct any statement in any earlier
communication with respect to the solicitation of a proxy
for the same meeting or subject matter which has
become false or misleading.

The fact that a proxy statement, form of proxy or other
soliciting material has been filed with the Commission
shall not be deemed a finding by the Commission that
such material is accurate or complete or not false or
misleading, or that the Commission has passed upon the
merits of or approved any statement contained therein or
any matter to be acted upon by shareholders.

Rule 293
Contents of a Proxy Statement

Every proxy statement or material used in the solicitation of
proxies shall contain among others the following information:

(1)

(@)

Revocation

a statement as to whether or not the person giving the
proxy has the power to revoke it. It shall also state if the
power of revocation before exercise of the proxy is
limited or subject to conditions and if so, it shall briefly
describe such conditions.

Persons Seeking Proxy

€)) where solicitation is made on behalf of the
issuer, state:

0] Name of any director who has informed
the issuer in writing that he intends to
oppose any action intended to be taken
by the issuer and indicate the action
which he intends to oppose.

(i) Any interest direct or indirect, by share
holding or otherwise, of any director or
officer of the company, in any matter to
be acted upon other than elections to
office.

(b) 0] If the person soliciting proxies is other
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(3)

(4)

(5)

than the management of the company,
indicate full names and addresses of the
persons by whom and on behalf of
whom it is made.

(i) Any interest, direct or indirect, by share-
holding or otherwise, in any matter to be
acted upon other than election of officer.

The Method of Solicitation

(@)

(b)

state whether by:

0] mails
(i) employees or paid agents, or;
(iii) any other means.

give summary of any contract or arrangement
for such solicitation with names and addresses
of the parties and cost and anticipated cost
thereof.

The names and addresses of the persons who will bear
the cost of solicitation directly or indirectly.

@)

(b)

()

The classes entitled to vote at the meeting, the
number of shares outstanding and the number
of votes to which each class is entitled.

The dates on which the register of shareholders
entitled to vote at the meeting will be closed.

In substantially tabular form, any person who is
a beneficial owner of five percent or more of any
class of the issuer’s voting shares and who is
known to the person on whose behalf a proxy
solicitation is made showing:-

0] total number of shares beneficially
owned,

(i) the percentage so owned,;

(iii) the number of shares in which the

person has acquired beneficial
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(d)

()

ownership through any contract
arrangement.

In substantially tabular form, each class of voting
shares of the company or its parent, beneficially
owned by all directors and officers of the
company as a group without naming them and
stating the total number of shares beneficially
owned and the percentage of class owned
including the amount of any shares beneficially
acquired through any contract arrangement,
understanding or relationship.

any change in control of the issuer within the last
accounting year stating:

0] the name and address of the person(s)
who acquired such control;

(i) the consideration made by such
person(s);

(iii) the basis of the control, the date and
description of the transaction resulting in
the change;

(iv) percentage of voting shares of the

company now beneficially owned
directly or indirectly by the person(s)
who acquired control;

(v) the identity of person(s) from whom
control was acquired;

(vi) if all or part of the consideration given is
a loan made by a duly licensed bank or
other financial institution, the identity of
such a bank may be omitted in the proxy
material but shall be filed separately
with the Commission together with a
copy of any such loan agreement;

(vii) any arrangements or understanding
among members of both the former and
new controlling groups and their

265



(6)

associates with respect to election of
directors or other actions;

(viii) any contractual arrangements including
any pledge of issuer’s securities or of its
parent, known to the persons on whose
behalf the solicitation is made, the
operation of the terms of which may at a
subsequent date result in a change in
control of the issuer.

Election of Directors

In case of election of directors, with respect to each
person nominated and each other person whose term of
office as a director will continue after the meeting:

0] name and address;

(i) when term of office or the term for which he is a
nominee will expire;

(iii) all other positions and offices with the issuer
presently held by him;

(iv) other occupations or employments with names
and addresses and main business of any
company or other organizations in which such
employments are carried on for the past five
years;

(v) whether the person is or has previously been a
director of the issuer and the period during
which he served as such;

(vi) as of the most recent practical date the
approximate amount of each class of equity
securities of the issuer or any of its parents or
subsidiaries, beneficially owned directly or
indirectly by him;

(Where he is not the beneficial owner of any

such securities, a statement to that effect should
be made);
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(7)

(vii)

(viii)

the approximate amount of any class of
securities of the issuer or any of its parents or
subsidiaries beneficially owned by him and his
associates, if more than 5 percent;

if fewer nominees are named than the number
fixed by or pursuant to the governing
instruments state the reasons for this procedure
and that the proxies cannot vote for a greater
number of persons than the number of
nominees named.

Solicitation on behalf of management

Where solicitation is made on behalf of management
and action is to be taken with respect to:

(@)
(b)

(©)

(d)

the election of directors;

any bonus, profit sharing or other remuneration
plan, contract or arrangement in which any
director, or officer of the issuer will participate;

any pension or retirement plan in which any
such person will participate; or

the granting or extension to any such person of
any options, warrants or rights issued to share
holders, as such, on a pro-rata basis; the
following information should be stated:-

0] All direct remuneration paid by the
issuer and its subsidiaries during the
issuer’s last accounting year to the
following persons for services in all
capacities:

@ Each director of the issuer
whose remuneration in total
exceeds N500,000 per annum
and each of the highest paid
officers of the issuer whose
direct remuneration in total was
that amount, naming each such
director or officer.
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(ii)

(i)

(iv)

(b) All directors and officers of the
issuers as a group stating the
number of persons in the group
without naming them.

All annuity, pension or retirement
benefits proposed to be paid to the
above persons in the event of retirement
at normal retirement date.

All remuneration payments other than
payments reported under paragraphs
(a) and (b) above proposed to be made
in the future, directly or indirectly, by the
issuer or any of its subsidiaries pursuant
to any existing plan or arrangement.

All options to purchase any securities
from the issuer or any of its
subsidiaries which were granted to or
exercised by the following persons since
the beginning of the issuer’s last fiscal
year, and as to all options held by such
persons as of the latest practicable date:

€)) As to options granted during the
period specified, state:

0] the title and aggregate amount
of securities called for;

(i) the average option price per
share; and
(iii) if the option price was less than

100 percent of the date on
grant, such fact and the market
price on such date shall be
disclosed.

(b) As to options exercised during
the period specified, state:
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(i)

(ii)

(i)

()

(i)

(ii)

(i)

The information should state:

(i)

the title and aggregate amount
of securities purchased,;

the aggregate purchase price,
and

the aggregate market value of
the securities purchased on the
date of purchase.

As to all unexercised options
held as of the latest practicable
date, regardless of when such
options were granted, state:

the title and aggregate amount
of securities called for; and

the average option price per
share.

each of the following persons
who wasl/is indebted to the
issuer or its subsidiaries at any
time since the beginning of the
last fiscal year of the issuer:
€)) each director or officer
of the issuer;

(b) each nominee for
election and director;
and

(c) each associate of any

such director, officer or
nominee.

the largest aggregate amount of indebtedness

outstanding at any time during such period,;

(ii)

the nature of the indebtedness and of the

transaction in which it was incurred.
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(8)

Where the solicitation is made on behalf of management
of the issuer and relates to an annual general meeting of
share holders at which directors are to be elected and/or
financial statements are included pursuant to section
344 CAMD 1990, furnish the following information
describing the issuer’s relationship with its auditors:

(@)

(b)

()

(d)

The name of the auditor selected or being
recommended to shareholders for election,
approval or ratification for the current year.

The name of the auditor for the fiscal year most
recently completed if different from the auditor
selected or recommended for the current year.

(i)

(if)

(i)

(iv)

If an auditor has been changed since
the date of the proxy statement for the
most recent annual meeting of
shareholders, and if the reason for the
change is as a result of a disagreement
between the auditor and issuer, the
disagreement shall be disclosed.

Prior to submitting preliminary proxy
material to the Commission which
contains or amends such description,
the issuer shall furnish the description of
the disagreement to the auditor to whom
a disagreement has been reported.

where the auditor believes that the
description of the disagreement is
incorrect or incomplete, he may include
a brief statement, in the proxy statement
presenting his view of the disagreement.

This statement shall be submitted to the
issuer within10 working days of the date
the auditor receives the issuer’s
description.

The proxy statement shall indicate whether or
not representatives of the auditor for the current
year and for the most recently completed fiscal
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(9)

()

year are expected to be present at the
shareholder’'s meeting with the opportunity to
make a statement if they so desire and whether
or not such representative are expected to be
available to respond to appropriate questions.

The names of members of the issuer’s audit
committee, if any shall be stated.

Bonus, Profit Sharing and Other Plans

(1)

where action is to be taken with respect to any
bonus, profit sharing or other remuneration plan,
furnish the following information:

(@)

(b)

()

(d)

Brief description of the material features
of the plan, identifying each class of
persons who will participate therein,
indicating the approximate number of
persons in each class and stating the
basis of such participation.

Separate statements of the amount
which would have been distributable
under the plan during the last
accounting year of the issuer to:

0] directors and officers and,;

(i) employees where the plan had
been in effect.

Name and status with the issuer of each
person who will participate in plan and
the amount which each such person
would have received under the plan for
the last fiscal year if the plan had been
in effect.

Such information necessary to describe
adequately the provisions already made
pursuant to all bonus, profit sharing,
pension retirement, stock option, stock
purchase, deferred compensation or
other remuneration or incentive plans,
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(10)

now in effect or in effect within the past

5 years for:

0] each director or officer who may
participate in the plan to be
acted upon;

(i) all present directors and officers

of the issuer as a group, if any
director or officer may
participate in the plan, and

(iii) all employees, if employees
may participate in the plan.

(2) If the plan to be acted upon can be amended
otherwise than by a vote of shareholders, to
increase the cost thereof to the issuer or to alter
the allocation of the benefits as between the
groups specified in (b), state the nature of the
amendments which can be so made.

Use of Proxies in Case of Mergers, Acquisitions,
Combinations etc

Where action is to be taken with respect to any plan
for:

0] the merger or combination of the issuer into or
with any other person or of any other person into
or with the issuer;

(i) the acquisition by the issuer or any of its
shareholders of at least 33 1/3 of interest in
securities of another issuer;

(iii) the acquisition by the issuer of any other going
business or assets;

(iv) the sale or transfer of all or substantial part of
the operating assets of the issuer; or

(v) the liquidation or dissolution of the issuer:
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(11)

@ outline briefly the material features of
the plan and state the reasons therefore
and the general effect thereof upon the
rights of existing shareholders.

(b) furnish the following information
essential to an investor’s appraisal of
the action to be taken:

® detailed information about the
product line of the companies;

(i) a list of the major competitors in
that product market and the
market position or market share
of each company;

(iii) the structure and organization of
the merging companies;

(iv) revenue information about the
operations of the companies;

(v) the latest financial statements of
the companies;

(vi) an analysis of the effect of the
acquisition on the relevant
market including the post-
acquiring or surviving company.

Other corporate actions

Where action is to be taken with respect to the
acquisition or disposition of any operating property,
furnish the following information:

€)) the general characters and location of the
property.
(b) the nature and amount of consideration to be

paid or received by the issuer or any subsidiary.

(c) the name and address of the transfer or
transferee, as the case may be and the nature of
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(12)

(13)

(14)

(15)

any material relationship of such person to the
issuer or any affiliate of the issuer.

(d) any other material feature of the contract or
transaction.

Financial Statement

The proxy material may incorporate by reference any
financial statement contained in an annual report sent to
shareholders pursuant to section 344(1) Companies and
Allied Matters Act 1990 with respect to the same
meeting as that to which the proxy statement relates.

Reports and minutes

Where action is to be taken with respect to any report of
the issuer or of its directors, officers or committees or
any minutes of meeting of its shareholders, furnish the
following information:

@ Whether or not such action is to constitute
approval or disapproval of any of the matters
referred to in such reports or minutes.

(b) identify each of such matters which it is intended
will be approved or disapproved, and furnish the
information required by the appropriate item or
items of this schedule with respect to each such
matter.

Where action is to be taken with respect to any matter
which is not required to be submitted to a vote of
shareholders, state the nature of such matter and what
action is intended to be taken by management in the
event of a negative vote on the matter by the
shareholders.

Alteration of Memorandum and Articles of
Associations

Where action is to be taken with respect to alteration of
the issuer's Memorandum and Articles of Association
state the alterations to be made, the reasons for and
general effect of such alteration.
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(16) Where action is to be taken with respect to any matter
not specifically referred to above, describe briefly the
substance of each of such matters.

PART J REGULATION OF ESTABLISHMENT OF INVESTORS
PROTECTION FUND

Rules 294 — 306

PART K REGULATION OF BORROWING BY STATES,
LOCAL GOVERNMENTS AND OTHER
GOVERNMENT AGENCIES

Rule 307
Reqistration of State, Local Government etc
Bonds/Securities

State/Local Government and other government agencies
bonds or securities shall be registered with the Commission by
the issuer filing an application on FORM SEC 6 as
provided in schedule 3 to these Rules and Regulations.

Rule 308
0] Requirements for Registration
0] a copy of the feasibility report on the specific

project to be financed,;

(i) Counterpart copy of original of the irrevocable
letter of authority from the Local Government
/State Accountant-General or other government
agencies authorizing the Accountant - General
of the Federation to deduct the principal and
interest amount directly from statutory allocation
in case of default;

(iii) letter of confirmation from the Accountant -
General of the Federation of receipt of the
irrevocable letter of authority to deduct the
principal and interest from statutory allocation of
the state /local government in case of default;

(iv) two copies of the resolution of the State/local
government legislative Assembly authorising
the issue of the bond;
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(v) audited account of the State/Local Government
or other government agencies for preceding 5
years or such number of years in existence (if
less than 5 years);

(vi) two copies each of draft prospectus and
abridged prospectus;

(vii) two copies of the state government gazette or
local government bye laws containing the
instrument authority the issue of the bond;

(viii)  two copies of underwriting agreement;

(ix) two copies of Trust Deed;

x) two copies of vending agreement;

(xi) the reporting accountant’s report;

(xii) a write-up on the issue;

(xiii)  schedule of claims and litigations;

(xiv)  bridging loan agreement if any;

(xv) material contracts;

(xvi) letters of consent of the parties to the issue;

(xvii)  any other document or information required by
the Commission from time to time.

(2) The total loans outstanding including the proposed bond
shall not exceed 50% of the actual revenue of the issuer
during the life of the bond.

) €) In the event of default by the issuer the trustee
shall, within six months of such default take
necessary steps to ensure that the Accountant-
General commences direct deduction from the
issuer’s statutory allocation

(b) The Trustee shall within 30 days of such default
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notify the Commission and file a copy of the
letter to the accountant general in (a) above ,
with the Commission.

(4) a copy of the irrevocable letter of authority shall be
lodged with the trustee not later than 5 days before the
issue open to the public.

(5) The registrar to the issue shall issue bond certificate to
the bondholders within 15 working days of the allotment
of the securities in accordance with rule 200 of these
rules and regulations.

PART L MISCELLANEOUS RULES

LI INSPECTION OF DOCUMENTS

Rule 309

Every document delivered to the Commission for filing pursuant
to the Act and these Rules and Regulations shall be open to
inspection by any person upon payment of a fee prescribed by
the Commission in Schedule 1 of these Rules and Regulation
and any person may obtain copies or certified true copies of any
such document on payment of a fee prescribed in Schedule 1
thereof.

Rule 310
€)) Any person wishing to inspect any document shall prior
to the inspection write a letter or file FORM SEC ID
notifying the Director-General of his intention to inspect
such document.

(b) Such letter shall state:

0] proposed date and time of inspection;

(i) purpose for inspection;

(iii) whether photocopying and certification will be
required;

(iv) full name and address of applicant;

(v) address of registered office, if a corporate body;

(vi) occupation of applicant.
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(1)

(2)

A.

Rule 311

Pursuant to Rule 309 above, documents will be
available for inspection in the Commission’s head office
on Monday to Friday except on public Holidays between
the hours of 11 a.m. and 2 p.m

No person shall be allowed to make more than one(1)
copy of any document.

@ Notwithstanding the provisions of Rule 309
above, the Commission reserves the right to
classify certain documents in accordance with
the Official Secrets Act Cap 335 Laws of the
Federation 1990.

(b) Such classified documents shall be exempted
from disclosure to/inspection by the public.

SCHEDULE 1
REGISTRATION FEES
MARKET OPERATORS

Initial Renewal
N K N K

1. Each line of registrable activity viz:-

(i)
(ii)

(i)
(iv)
(v)

(vi)
(vii)

Fund/Portfolio Manager 20,000.00 20,000.00

(a) Registration of Corporate
Investment Adviser 20,000.00 20,000.00

(b) Individual Investment Adviser 5,000.00  5,000.00
Registration of Broker/Dealer  20,000.00 20,000.00
Registration of Issuing House  50,000.00 50,000.00

Registration of Underwriter
(other than Issuing houses) 30,000.00 30,000.00

Registration of Registrar 20,000.00 20,000.00

Registration of Trustee 20,000.00 20,000.00
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(viii)
(ix)

(x)
(xi)
(xii)

(xiil)
0]
(if)
(i)

(iv)

)

(ii)

(i)

Registration of Rating Agency 20,000.00 20,000.00

Registration of Capital Market

Consultants 5,000.00 5,000.00
Registration of Sub-broker 5,000.00 5,000.00
Registration of Jobbers 20,000.00 20,000.00

Registration of Banker to
an Issue 20,000.00  20,000.00

Registration of Share Transfer
Agent 5,000.00 5,000.00

MARKET FACILITIES
Registration of Securities
Exchanges and branches 100,000.00 100,000.00

Registration of National Association
of Securities Dealers and other

SRO 100,000.00 100,000.00
Registration of Capital Trade
Points 25,000.00  25,000.00

Registration of Clearing,
Settlement, Depository and

Custodial Agency 100,000.00 100,000.00
Sponsored Individuals 1,000.00 1,000.00
SECURITIES

Collective Investment Scheme Flat rate of 35,000.00
other than Community Savings,
Esusu,etc.

Filing fee for registration of
Securities Flat rate of N10,000.00

The registration fees of Securities of Public Companies
(including rights issue) and State/Local Government
Bonds/Securities and special funds are as provided
hereunder:
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First Tier Market
For the first half a billion worth of Securities offered: 1%

Next half a billion: .75%
Above one billion: .50%
Second Tier Market: Flat rate of 0.50% worth

of securities offered.
Bonus Issue: 5,000.00

PART B: OTHERS

1.

Payment to Commission by 1%of market
Broker/Dealer on every security
valueof security

Traded on the Exchange. (payable by buyer)
Filing fee for Proxy Materials: 5,000.00
Filing fee for pre-merger notice 20,000.00

Fees for Inspection, Copying and
Certifying Records kept by SEC

(@ Inspection of any document: 500.00
(b) Certification of any document:
0] First page 100.00

(i) Every subsequent pages 25.00 each

(c) Photocopying (each page) 10.00
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SCHEDULE Il
PENALTIES/FINES

Renewal of Reqgistration

Late filing fee:

First two weeks — Corporate body: N2,000
Sponsored Individuals: N1,000 each
Every subsequent day the default

subsists: Corporate body: N1,000 per day
Sponsored individual: N500 each per day

Late filing of allotment returns:

Failure by any company to file form SEC 1F
within 30 days of concluding any transaction N50,0000 flat
involving foreign portfolio investment in it

Late filing of monthly returns - N100 per day for

the period of default.
Late filing of quarterly returns - N2100 per day for

the period of default.
Late remittance of SEC fees on N250 per day for the
market deals: period of default.
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FORM SEC 1A:

FORM SEC 1B:

FORM SEC 2:

FORM SEC 2A:

FORM SEC 2B:

FORM SEC 2C:

FORM SEC 3:

FORM SEC 3A:

FORM SEC 4:

FORM SEC 4A:

FORM SEC 5:

FORM SEC 5A:

FORM SEC 5B:

SCHEDULE I
FORMS

Foreign Direct and Portfolio Investments
Registration of bonus/scrip issues.

Application for Registration of
Sponsored Individuals, individual
investment Advisers, Jobber, Principal
officers of Securities Exchange, Capital
Trade Point, Securities Clearing,
Settlement, Depository and Custodial
Agency, Capital Market Consultants.

Notification of resignation of sponsored
individuals by the sponsoring company.

Transfer of registration of sponsored
individuals to another corporate body.

Registration of sub-broker.

Registration as a broker/dealer Issuing
House. Investment advisers

(Corporate bodies),fund/portfolios
managers, underwriters, Banker to an
Issue.

Rating Agency.

Registration of Registrars and Share
Transfer Agents

Registration of Trustees.
Registration of Securities Exchanges,
(Stock Exchanges, Commodity

Exchanges etc).

Registration of body or Association of
Securities Dealers.

Registration of Capital Trade Point.
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FORM SEC 5C:

FORM SEC 6:

FORM SEC 6A:

FORM SEC 6A1

FORM SEC 6B:

FORM SEC 6C

FORM SEC 6F:

FORM SEC 7:

FORM SEC 7A

FORM SEC 8:

FORM SEC 8A

FORM SEC 9A:

FORM SEC 9B:

FORM SEC AR-1:

FORM SEC AR-2:

Registration of Clearing, Settlement,
Depository and Custodial Agencies.

Registration of Securities of Public
Companies, State/Local government
Bonds/Securities and Special funds.

Registration of Unit/Investment Trust
Scheme Pension Fund and Venture
Capital fund

Registration of Community Saving and
Esusu Schemes

Report of subsequent transactions by
holders of 5% or more shareholdings in
any company.

Registration of Interest in Securities.

Registration of securities arising from
cross border transactions.

Amendment of registration information
by capital market operators.

Notification of change of Registrar by
companies

Withdrawal from Registration as a
market operator.

Withdrawal from Registration of
Securities.

Renewal of registration (Corporate
Body)

Renewal of Registration (sponsored
Individual)

Annual Report by Public Companies.

Annual Report by Capital Market
Operators.
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FORM SEC QR1:

FORM SEC QR2:

FORM SEC QR3:

FORM SEC QR4:

FORM SEC QRS5:

FORM SEC QR6:
FORM SEC QR7:

FORM SEC QRS:

FORM SEC QR9:

FORM SEC QR9A

FORM SEC QR10:

FORM SEC- ID:

FORM SEC- CD:

Quarterly Returns by Self-Regulatory
Organisation on Dealing Members

Quarterly Returns by from
Broker/Dealers

Quarterly Returns by Issuing House on
sale of securities.

Quarterly Returns from Registrars.

Quarterly Returns from Fund/Portfolio
Manager

Quarterly Returns from Trustees:
Quarterly Returns from Underwriters.

Quarterly Returns by Issuing House on
Securities and use of Proceeds.

Quarterly Returns from Public Unquoted
Companies.

Quarterly Returns by public companies
on unclaimed dividends.

Quarterly Returns from Investment
Advisers.

Application for inspection of document.

Application for Certification of document.
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SCHEDULE IV

INFORMATION, RETURNS AND REPORTS REQUIRED TO
BE FILED BY PUBLIC COMPANIES AND MARKET
OPERATORS

Annual Report of public Companies

Continuous Reporting of material changes in activities by
public companies

Quarterly Reports/Returns from capital market operators
Annual Report by Capital Market Operators.
Monthly returns from Capital Market Operators.

Miscellaneous returns by Capital Market Operators.
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SCHEDULE V

REPORT ON SECURITIES AND USE OF PROCEEDS

FORM SEC QR/8

PART A — REPORT TO BE FILED BY ISSUING HOUSE

1.

2.

Name of Issuer

Name of Issuing house

Name (s) of Underwriter(s)

Date of the report

(a)
(b)
(c)
(d)

(2)
(b)

()

(@)
(b)

(©)
(d)

(f)

Date offering Commenced.

Date offering closed (if closed).

State reasons for extension of time granted.

If offering was terminated prior to completion,
state the date and describe briefly the reasons
for such discontinuance.

Total number of shares or units offered.
Number of such shares or units sold from
commencement of offering to date
Number of such shares or units still being
offered.

Total amount received from the public from
commencement of offering to date.

Amount underwritten.

Underwriting commission.

Other expenses paid to date or for the account
of the issuer:

1) Legal

2) Accounting

3) Printing and Advertising
4) Others

Total costs and expenses
Proceeds paid to issuer after above deductions.
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10.

11.

List the names and addresses of all brokers/dealers who
have to the knowledge of the issuer participated in the
distribution of the securities offered.

State the number of shares held by each promoter,
director, officer or controlling person of the issuer if
different from the amount stated in the prospectus.

Signature

Date.

PART B - REPORT TO BE FILLED BY ISSUER

Name of Issuer
Name of Issuing house

Information on Securities

@ Amount

(b) Description

(c) Date offering commenced

(d) Date offering closed (if closed)
(e) Amount of proceeds received
) Time proceeds received

Furnish a reasonably itemized statement of the use
made of the proceeds from the sale of the securities
from the commencement of the offering to date.

State any amount of bridging loan received, which was
paid from, proceeds, and give date and manner of
receipt of such loan.

If any of the proceeds were used for any purpose not
indicated in the prospectus, so state and give the reason
for deviating from the use of proceeds as set forth in the
prospectus.

If the proceeds from the sale of the securities have been

temporarily invested pending their ultimate use, give a
statement as to the nature and terms of such temporary
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10.

11.

12.

investment and when the proceeds shall be used for the
purposes for which they were intended.

State briefly nature and extent of each type of the
issuer’s principal activities to date

List the names and addresses of all brokers/dealers who
have the knowledge of the issuer participated in the
distribution of the securities offered.

State the number of shares held by each promoter,
director, and officer of controlling person of the issuer

different from the amount stated in the prospectus.

Signtaure

Date.
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SCHEDULE VI

BASIS OF COMPUTATION OF BID AND OFFER PRICES
FOR COLLECTIVE INVESTMENT SCHEMES

The bid and offer prices of units in a collective investment
scheme shall be based on the net asset value of the scheme
calculated on a weekly basis by the scheme manager as follows:

Offer Price:

1. Total market value of securities based on the Exchange
daily official list as at the date of valuation (lowest Market
Offer Price)

>
o
o

Stamp Duties

Brokerage Fee

SEC Fee

Actual cost of investment in unquoted companies
Estimate of capital appreciation for unquoted companies
Uninvested cash

Undistributed income to date less expenses

Total value of money market instruments

0. Manager’s initial charge.

BOoNoGA~WN

Value per unit = summation of (1) minus (2-10) divided
by number of units on sale rounding off.

Bid Price

1. Total market value of securities based on Exchange
daily official list as at date of valuation (Highest Market
Bid Price)

Actual cost of investment in unquoted companies
Estimate of capital appreciation for unquoted companies
Uninvested cash

Undistributed income to date less expenses

Total value of money market instruments

Stamp Duties

Brokerage Fee

SEC Fees

CoNoUA~WN
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Value per unit = summation of (1) minus (2-6) less (7)
minus (9) divided by number. of units on sale rounding
off.
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Note:

Securities traded on a stock exchange or any regulated market
will generally be valued at the last traded price quoted on the
relevant exchange or market as at the date of computation. If no
trade is reported for that date or if the exchange was not open on
that day, the last published sale price or the recorded bid price
(whichever is more recent) shall be used. unlisted equity
securities will be valued initially at cost and thereafter, as the
Scheme’s Manager shall in its discretion deem appropriate.
Unlisted securities (other than equities), for which there is an
ascertainable market value will be valued generally at the last
known price dealt on the market on which the securities are
traded on or before the day proceeding the relevant date of
valuation, and unlisted securities (other than equities), for which
there is no ascertainable market value, will be valued at cost plus
interest (if any) accrued from purchase to (but excluding) the
Valuation Date plus or minus the premium or discount (if any)
from par value written off over the life of the security. Any value
otherwise than in Nigeria Naira shall be converted at the
prevailing market exchange rate.
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SCHEDULE VIl

RULES OF PROCEDURE OF THE ADMINISTRATIVE
ROCEEDINGS COMMITTEE OF SECURITIES AND
EXCHANGE COMMISSION

INTRODUCTION

These rules of procedures shall apply for the time being to
proceedings of the Administrative Proceedings Committee of the

Securities and Exchange Commission.

The Administrative Proceedings Committee of the Commission is
a quasi-judicial body established pursuant to the Investments
and Securities Act 1999 for the purpose of giving opportunity for
hearing to capital market operators and other institutions in the
market who are perceived to have violated or have actually
violated or threatened to violate the provisions of the ISA 1999
and the rules and regulations made thereunder or such

operators against whom investors have lodged complaint.

RULE 1: DEFINITIONS

Unless the context otherwise requires:
“Commission” means the Securities and Exchange

Commission established by the ISA
1999.
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“Committee”

“Brief”

“Complainant/”
Petitioner

“Respondent”

Rule 2:

means the Administrative Proceedings
Committee of the Securities and

Exchange Commission.

means the written allegation and/or
defence of the parties appearing before
the Committee and submitted to it for
consideration and determination of the

matter.

means a person who has filed a
complaint or petition before the
Committee.

means the person against whom a
complaint has been made before the

Committee.

PARTIES

The parties to the proceedings before the

Committee shall be:

a)
b)

c)

Complainant/Petitioner(s)

the respondent(s)

any other person required by the
Committee to be joined or joined by

leave of the Committee.
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Rule 3:

FORMS OF ACTION

i)

ii)

iv)

All  actions  brought before the
Committee shall be brought in the true
names of the real parties who have

interest in the matter;

the action shall be filed by a
complainant filing a brief before the
Committee with details of the allegations
or complaint and the full names and
address of the respondent with full

particulars;

the respondent shall be entitled to file a
reply brief to the complainant’s brief
within 10 days of the receipt of same

from the Committee;

the briefs shall be typewritten or printed
or mimeographed and shall be in
English Language . The briefs should
be verified by an affidavit testifying to
the correctness or truth of the

statement;
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Rule 4: COMMENCEMENT OF HEARING

)

i)

HEARING NOTICE

Upon receipt of the complainant’s brief
and the respondent's reply brief, a
notice of hearing shall be forwarded to
the parties by the Committee. The
notice shall state the name of the
parties, summary of the allegations or
complaint, date, time and venue of the

hearing.

There shall be at least 7 clear days
between the date the notice of hearing
was despatched and the date of hearing

of the matter.

Rule 5: AMENDMENT TO BRIEF

A party, may, with the leave of the
Committee amend his brief and the
other party shall have a right to file a
reply brief in answer to the amendments
made by the other party where briefs
have been settled by the parties. A
party shall have two days to file a reply

to any substantial amendment made.
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Rule 6:

Rule 7:

Rule 8:

ii) Where no reply brief has been filed by
the respondent, the
complainant/petitioner may as of right

amend his brief.

COUNTER-CLAIM, SET OFF AND SIMILAR
ACTIONS

i) A party in an action before the
Committee shall have a right of counter-

claim or set off against the other party.

ii) Any counter-claim or set off filed by any
party shall be in writing with detailed
brief of the particulars of such counter-

claim or set off.

iii) Copies of the counter-claim or set off
shall be served on the other party to the
action who shall have a right of reply
within two days of service on him.

VENUE

Unless otherwise indicated the venue of hearing
of the Committee shall be in premises of the

Commission.

INTER-PARTY SETTLEMENT

i) During the Pendency of matters before

the Committee, parties are at liberty to
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i)

ii)

apply for adjournment to enable them
settle the issue amicably amongst

themselves.

Settlements arrived at through the
process in (I) above, shall be made a
decision of the Committee by filing same
with the Commission and the decision

shall be implemented accordingly.

This rule shall not apply to matters
initiated by the Commission or matters
involving fraud, manipulation, insider
dealing and any other serious violations
to be determined by the Commission

from time to time.

Rule 9: APPEARANCE BEFORE THE COMMITTEE

i)

All  parties to matters before the
Committee shall have a right of

appearance.

A party to the proceedings before the
Committee may appear in person or be
represented by a legal practitioner
acting as counsel provided that the
Committee may order a party to appear

in person if it is of the opinion that in the
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Rule 10:

interest of justice and the protection of

investors it is necessary to do so.

JURISDICTION OF THE COMMITTEE

The Committee shall have jurisdiction in respect

of the following among others:

)

i)

ii)

iv)

v)

suspension or cancellation of

registration of capital market operators;

revocation of the certification of a
securities exchange or capital trade
point subject to the approval of the

Minister of Finance;

review of disciplinary actions taken by
securities exchanges or capital trade

points against their members

suspension or expulsion or other
disciplinary actions against members of
a Securities Exchange or Capital trade
points where they fail to act against the

members.

removal of executive officers of a
securities exchange or capital trade
points;
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Vi)

vii)

viii)

ix)

X)

Xi)

xii)

xiii)

suspension of registration of securities

Public sale or trading in unregistered

securities

dealing in securities or sale of securities
to the public by persons not registered

by the Commission;

unethical and unprofessional practice,
manipulations and use of deceptive
devices or contrivances in securities

transactions

denial of registration

non-compliance with orders, guidelines

and directives of the Commission

determination of compensation for

insider dealing cases

violations or probable or threatened
violation of the provisions of the
Investments and Securities Act 1999
and the rules and regulations made

thereunder.
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Xiv) any other matter which the Commission

may direct it to hear.

Rule 11: SANCTIONS

The following sanctions may be imposed by the

Committee:
i) suspension of registration;
ii) cancellation of certificate of registration

of operators;

iii) revocation of registration with the

approval of the Minister of Finance;

iv) Fines for late filing and non-compliance

with the rules and regulations of the

Commission;
V) nullification and voiding of irregular
transactions;
Vi) censure and warnings;
Vi) orders such as cease and desist order;
viii) disqualification of professionals from

practicing before the Commission;

ix) imposing conditions for registrations;
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Rule 12

Rule 13

i)

X) imposing the rate of interest payable to
subscribers by Issuing houses for late

return of monies;
Xi) any other sanction which the
Commission may prescribe from time to

time.

DECISIONS OF THE COMMITTEE

every decision of the Committee shall be
confirmed by the Commission before it becomes
effective. The confirmation shall be made not
later than 14 days after the decision was taken

by the Committee.

Decisions of the Commission shall be
communicated in writing to the parties by the
Secretary to the Committee within 5 days of the
confirmation of the decision by the full Board of

the Commission;

APPEALS

Any party who is not satisfied with the decision
of the Committee as confirmed by the
Commission may within 30 days of the receipt of
the decision, appeal to the Investments and

Securities Tribunal (IST) after a 14 - day notice
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Rule 14

of such appeal would have been given to the

Commission.

CITATION
These rules shall be cited as rules of procedure
of the Administrative Proceedings Committee of

the Securities and Exchange Commission.

302



