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Background

The conversation around cryptocurrency and digital assets in Nigeria 

has been ongoing for some years. We have highlighted the flow of 

events since 2017 below:

• 12 January 2017 - The Central Bank of Nigeria (CBN) issued a 

circular1 to banks and other financial institutions on virtual 

currency operations in Nigeria. The apex bank directed banks and 

other financial institutions not to deal in any way in virtual 

currencies, to ensure virtual currency exchangers have effective 

AML/CFT controls and to report suspicious transactions to the 

Nigerian Financial Intelligence Unit (NFIU). This, according to the 

CBN, was due to the risks associated with virtual currency 

transactions.

• 28 February 2018 - The CBN published a press release where it 

mentioned that virtual currencies are not legal tender and 

reiterated that cryptocurrencies such as Bitcoin, Ripples, Monero, 

Litecoin, Dogecoin, Onecoin, etc and Exchanges such as NairaEx

are not licensed or regulated by the CBN. Thus, dealers and 

investors in any kind of cryptocurrency in Nigeria are not protected 

by law.

• 14 September 2020 - The Securities and Exchange Commission 

(the “SEC”) issued a Statement (“SEC Statement”) to the effect 

that unless otherwise demonstrated, virtual crypto assets will be 

treated as securities. It also categorised different virtual 

assets/instruments and how the SEC will treat them.

• 5 February 2021 - The CBN issued a Circular (“CBN Circular”) 

reminding banks and other financial institutions that dealing in 

cryptocurrencies or facilitating cryptocurrency exchanges was 

prohibited, and ordered an immediate stop to such transactions. It 

further directed the immediate closure of bank accounts belonging 

to persons and/or entities transacting in cryptocurrency or 

operating cryptocurrency exchanges.

• 11 February 2021 - In response to the CBN Circular, the SEC 

stated that its Statement did not contradict the CBN Circular. 

According to the SEC, its Statement only recognised that digital 

assets may have the full characteristics of investments as defined 

in the Investments and Securities Act 2007, and that trading in 

such assets falls under its regulatory purview. SEC reported that 

since the CBN has identified relevant risks, it had engaged the 

CBN to further analyse and better understand the identified risks, 

to ensure that appropriate mitigants are put in place, should such 

securities be allowed in the future.

In what appears to be a departure from the CBN Circular, on 11 

May 2022 the SEC released New Rules on Issuance, Offering 

Platforms and Custody of Digital Assets ( “SEC Rules” or the 

“Rules” or the “Regulation”). 

This publication will analyse the coverage of the SEC Rules and 

share some perspectives regarding regulating stakeholders of 

digital assets. It would also highlight how startups can maximise

the Rules to raise capital for their projects.

Highlights of the New Rules

The Rules consist of a 5-part Regulation for different categories of 

digital and virtual assets activities. Part A covers rules on issuance 

of digital assets as securities. Part B covers registration 

requirements for Digital Assets Offering Platforms (DAOPs). Part C 

covers the registration requirements for Digital Assets Custodians 

(DACs). Part D covers rules governing the activities of Virtual 

Assets Service Providers (VASPs). Part E covers Rules governing 

Digital Assets Exchanges (DAX). 

In summary, the Rules provide for the following:

• Persons that intend to conduct initial digital asset offerings 

must submit an Assessment Form and draft White paper to the 

SEC to determine whether the digital asset is a security. The 

issuer can only apply for registration after the SEC determines 

that the digital asset is a security. This is a slight deviation from 

the earlier Statement issued by the SEC in 2020 where it 

provided that all virtual crypto assets are securities, unless 

proven otherwise.

• SEC is empowered to review applications for registration of 

digital assets and reject applications whose proposed activity 

violates the laws or regulations of the SEC or is injurious to 

investors or infringes on public policy. The Regulations did not 

give guidance on what would be an injury to investors. The 

issue of public policy is also fluid. It will be better to have more 

objective basis or grounds for rejecting applications as this will 

promote transparency and boost confidence in the process. 

• The Directors and Senior management of an Issuer shall own 

at least 50% equity in the Issuer on the date of the issuance 

and hold the equity until completion of the initial digital asset 

offering.
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• Issuers may only raise funds within the limit of twenty times the 

Issuer’s shareholders’ funds within any continuous 12- month 

period, subject to a ceiling of N10 billion or any other ceiling as 

the SEC may determine from time to time. 

• Qualified institutional and high net worth investors can invest any 

amount with the Issuer, while the limit for retail investors is a 

maximum of N200,000 per issuer with a total investment limit not 

exceeding N2 million within a 12-month period. The Rules did not 

define ‘qualified institutional investors.’ It will be good to know the 

criteria that will make an institutional investor qualified under the 

said provision.

• The following fees are applicable to DAOPs and DAXs: 

Application fee of N100,000, Processing fee of N300,000, 

Registration fee of N30 million and sponsored individual fee of 

N100,000. 

• DAOPs and DAXs must have a minimum paid up capital of N500 

million and a Fidelity bond covering 25% of the minimum paid up 

capital.

• Transaction fees on every transaction traded on a DAX shall be 

charged by the SEC at the rate and percentage to be determined 

from time to time.

• A VASP must have an office in Nigeria managed by one of its 

directors.

Analysis of the Rules

The Rules cover both Digital Assets and Virtual Assets. In the Rules, 

Digital Asset was defined as a digital token that represents assets 

such as a debt or equity claim on the issuer. The Rules also defined 

Virtual Assets as a digital representation of value that can be 

transferred, digitally traded and can be used for payment or 

investment purposes.

The import of these two definitions is that the Rules are applicable to 

tokens and coins. It is important to distinguish between tokens and 

coins because both terms are often used interchangeably. In simple 

terms, a coin is a unit of value native to a blockchain. It is a means of 

exchange. This includes the various cryptocurrencies. While the 

functionality of a coin is limited to being a medium of exchange, a 

token can have more functions by representing any asset or 

functionality desired by the developer.

The introduction of the new Rules is a welcome development. 

Companies and individuals are increasingly considering ICOs to 

raise capital or participate in investment opportunities, and the Rules 

help reduce the risk of fraud and manipulation, thereby safeguarding 

the interest of stakeholders. The Rules focus on generating and 

retaining value from cryptocurrency and digital assets, locally. For 

example, ICOs would generate activities for financial advisors, the 

financial services sector would benefit from fidelity bonds, 

registration fees and so on. The absence of regulation in this area 

had made ICOs unpopular in Nigeria even though in January 2018, 

SureRemit raised $7 million while Kora raised $12 million in May 

2018 through ICOs. It is believed that with the Rules, there will be 

more ICOs in Nigeria. 

Lessons from other jurisdictions

South Africa

In June 2021, the Intergovernmental Fintech Working Group (IFWG) 

published a position paper on crypto assets which confirmed that 

crypto assets will be brought into the South African regulatory purview 

in a phased and structured approach. 

A key lesson from the approach adopted by South Africa is that it 

acknowledged the need for an interplay among the various regulatory 

authorities including the regulator of the financial services sector. It 

adopted a collaborative approach to crypto asset regulation among all 

stakeholders. 

India

In India, the government is taking a cautious yet determined approach 

to regulating cryptocurrency. Similar to Nigeria, the Reserve Bank of 

India (RBI) earlier issued warnings against the risks associated with 

virtual currencies. However, the government recently introduced a tax 

framework for cryptocurrency and digital assets, and is also looking to 

introduce a bill to regulate the industry.
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Way forward/recommendations

There should be harmony across the regulators. The banks and 

financial institutions are critical stakeholders in the securities 

market. With the CBN yet to reverse its ban on cryptocurrencies 

and the directive to banks to close accounts linked with 

cryptocurrency transactions, it would be difficult to implement 

the New Rules. Similar to the South African approach, the SEC 

should collaborate with the CBN and other regulators to come 

up with a road map to a comprehensive regulatory framework 

for this novel technology. There should also be some 

collaboration with the Federal Inland Revenue Services (“FIRS”) 

and the Joint Tax Board to develop a framework for taxing the 

actors in this novel space. Conventional approaches cannot be 

used to tax this nascent technology.

Over the years, there have been inconsistencies in the terms 

used by the SEC in its publications. We have seen references 

made to “crypto-tokens”, “crypto-coins,” “digital assets,” “virtual 

digital assets,” “crypto assets,” “digital assets token offering,” 

“digital assets offering,” and other confusing terms. There 

should be uniformity in the use of terms and clearer definitions 

to guide the investing public. It is also essential for the 

Regulators to gain continuous training in this evolving space. 

This will better equip them to ensure compliance with the Rules 

and to proactively detect cryptocurrency-based crimes. 

One striking issue is the lack of penalties for non-compliance 

with the Rules. It does not appear that there are tools to monitor 

compliance and checkmate infringements. We expect that the 

Regulator would develop further regulations for infringements.

In general, while the issuance of the Rules is a step in the right 

direction, there is still quite a lot to be done by the Regulators in 

terms of collaboration and policy harmonisation.
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