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New Licence Categorisations for the
Nigerian Payments System

n 10th December 2020, the Central Bank of Nigeria

(“CBN”) issued a Circular dated 9th December 2020

on a new licence categorisation for payments system
in Nigeria (“Circular”). It is instructive to mention that the CBN
issued an exposure draft on the licensing regime for payment
service providers in 2018, however, the substantive circular was
not issued.

The approval delay over the past couple of years created fear
and apprehension for existing market players, not leaving out
potential investors in the Nigerian payments industry. Certainly,
this Circular will bring a huge relief to all concerned, as it now
provides the much-needed clarity on licence categories for
participants and applicable minimum capital requirements. It’'s
also a very welcome development to see that the high minimum
capital thresholds previously set out in the exposure draft have
been significantly reduced for some of the categories.

We have taken the liberty to highlight the provisions of the
Circular for your information.

Under the new Circular, payments system licencing has been
streamlined into four categories, and these are:

. Payment Solution Services (“PSS”)
. Mobile Money Operators (“MMOs”)
. Switching and Processing; and

. Regulatory Sandbox

We have outlined the permissible activities below, and the
minimum capital requirements for each licence category:

Minimum
Capital
Requirement

N250 million

Permissible
Activities

Category

1 Payment Solution
Services

The Act now permits the
incorporation of a private
company with one (1)
shareholder.

Super-Agent Agent recruitment, N50 million
management and other
activities as specified in the
Regulatory Framework for
Licensing Super Agents in

Nigeria.

Payment Terminal &100 million
Service Provider

(“PTSP”)

Point of Sale (POS) Terminal
deployment and services.
POS Terminal ownership,
PTAD, Merchant/agent
training and support

Payment &100 million
Solutions Service

Provider (“PSSP”)

Payment processing
gateway and portals,
Payment Solutions/
application development,
Merchant Service
Aggregation and Collections.

2 Payment N2 billion
Solutions Service

Provider (“PSSP”)

E-Money issuing, wallet
creation and management,
pool account management.

MMOs can also be involved
in activities permissible
under Super Agent.

3 Switching and N2 billion

Processing

Switching, Card Processing,
Transaction clearing and
Settlement Agents Service,
non-bank acquiring services.

Activities as permissible
under Super Agent, PTSP
and PSSP.

As determined in the N/A
Sandbox

4 Regulatory
Sandbox

In addition to the above, all payment service providers and
other stakeholders in the payment service industry must note
the following:

* Only MMOs are allowed to hold customers funds. All other
players with a licence within any of the other categories are
not permitted to hold customer funds.

» Companies intending to operate as a Switch and MMO are
only permitted to operate under a holding company structure
with the operations of the subsidiary companies clearly
separated to properly delineate their respective business
operations.

* Payment companies under the PSS category may hold
either the Super-Agent, PTSP or PSSP licences, or hold
a combination of these three licences under the broad
category “PSS” with a much higher minimum capital
requirement at 8250million.

* Any licensed payment service provider covered by the
Circular, who is looking to obtain any other licence from the
CBN, must obtain a “no objection” letter from the Payments
System Management Department of the CBN.

» The object clauses in a payment service provider’s
Memorandum and Articles of Association must be
restricted to the permissible activities under their licensing
authorizations.

* Any collaboration regarding product and service offerings
between licenced Payment Service Providers, Banks and
Other Financial Institutions are now subject to the CBN’s
prior approval.

Compliance with the Circular

Companies that intend to apply for any of the licences

listed above must ensure immediate compliance with the
requirements set out in the Circular. This immediate compliance
also applies to companies that have been granted Approvals —
in- Principle by the CBN in respect of any of the above licences.

Existing licenced payment companies however enjoy a circa
six-month grace period and are expected to comply with the
new licencing requirements not later than the end of June 2021.

Disclaimer: This article is provided for general information and educational purposes only. It should not be construed as legal advice from TNP or the author. We advise that you seek legal and or other

professional advice on issues raised in the article.
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