AMENDMENTS TO THE

SECURITIES LENDING GUIDELINES OF THE NIGERIAN STOCK EXCHANGE1

Legend: Additions underlined, deletions struck through
1

Rule Making History

1.
2.
3.
4.
5.
6.

The draft Guidelines were presented to the Rules and Adjudication Committee of Council (RAC) at the RAC
Retreat of 21 to 22 May 2015 and approved for exposure to stakeholders for comments;
The draft Rules were exposed for stakeholders’ comments from 23 June to 7 July 2015;
The RAC considered the draft Rules, and stakeholders’ comments thereon at its Meeting of 4 July 2016, and
approved the draft Rules for submission to the National Council of The Exchange (Council);
The Council approved the draft Rules at its Retreat of 24 to 26 July 2016 for submission to the Securities and
Exchange Commission (SEC);
The Council approved Rules were submitted to the SEC for approval on 31 August 2016.
The SEC approved the Rules on 24 March 2017.
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1.

General Standards

1.1

The Nigerian Capital market has a reputation for the professionalism of the firms that
participate in it and their staff. All participants in the securities lending market have a
common interest in maintaining this reputation. They also have a common interest in
ensuring that the securities lending market operates in a sound and orderly manner. To
achieve these aims it is essential that firms and their staff adopt prudent practices, act
at all times with integrity, and observe the highest standards of market conduct.

1.1.1. Participants should possess requisite skills and act with due care and diligence. Staff should
be properly trained in the practices of the securities lending market and be familiar with
these guidelines.
1.1.2. Participants must accept responsibility for actions of their staff.
1.1.3. Market professionals should pay particular attention to ensuring fair treatment for and
between clients who are not also market professionals where conflict of interest cannot be
avoided.
1.1.4. Participants in the securities lending market should at all times treat the names of parties
to transactions as confidential to the parties involved.
1.2.

In order for the benefits of the securities lending market to accrue generally to
market participants, it is essential that securities lending activity does not distort the
market either in borrowing/lending or in the securities themselves. To this end,
participants in the securities lending market must not in any circumstances enter into any
transactions or holding arrangements designed to limit the availability of a specific security
or with the intention of creating a false or distorted market in the underlying
securities.

2.

Preliminary Issues

2.1.

Participants should ensure that they have appropriate prior authority from the beneficial
owners of the securities, or from a party suitably authorized by the beneficial owners, for
the security to be lent.

2.2.

All participants should ensure that there are no legal obstacles to their undertaking
securities borrowing and lending transactions and that, where necessary they have all
relevant permissions from the regulatory authorities. They should become familiar with the
rules, procedures and conventions of the market in which they will operate in order to fully
comprehend the business and its associated risk. Participants should ensure that they have
established and fully understood their tax position in relation to securities lending
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transactions. Such transactions should be carried out in accordance with the relevant
market and tax regulations.
2.3.

Participants should ensure that they have adequate systems and controls for the business
they intend to undertake. These should include the following items:

2.3.1. Participants should establish, retain and periodically update their documentation so that it
is adequate to cover the types of transactions to be undertaken.
2.3.2. The management of a lending agent firm should maintain a list of those authorized to
borrow or lend securities on its behalf and should make this list available to its
counterparties on request.
2.3.3. Parties should have suitable internal controls designed to ensure that any securities lent
have been properly authorized before securities are delivered against an obligation to lend.
2.3.4. All participants should take steps to ensure that daylight exposure is recognized and
properly controlled. Such steps should include controls on the replacement or renewal of
collateral.
2.3.5. Clear and timely records should be available to the management of any party involved in
securities lending/borrowing showing, inter alia, the value of securities borrowed/lent,
collateral given/taken and, where appropriate, any fee income received. This information
should be available in aggregate and by counterparty to enable accurate monitoring of
credit risk.
2.3.6. Parties in securities lending/borrowing transactions should monitor their exposure to their
counterparties on a daily basis. Appropriate exposure limits should be maintained for all
counterparties and should be reviewed on a regular basis. Particular attention should be
paid to any loans which have been made on an uncollateralized basis.
2.4.

The following paragraphs of Section 2 of these Guidelines cover procedures which should
be undertaken before entering into securities borrowing and lending transactions with a
new counterparty.

2.4.1. Participants should ensure that they have agreed documentation and have assured
themselves of its effectiveness, particularly, for example, in respect of non-Nigerian
counterparties, and that they have undertaken a thorough credit assessment of the
counterparty.
2.4.2. Parties in a securities lending transaction should disclose to their counterparty the
capacity (principal or agent) in which they are acting and should also ensure that they are
clear as to the capacity of their counterparty. Where the lender is an agent other than
3|P a g e

Authorised Use Only – PUBLIC

a lending agent, the parties should agree appropriate arrangements for the identity of
the principals on whosem securities are being deposited the risk is taken to be established
before each deal is finalized at least by means of an agreed identification code.
2.5.

Before dealing for the first time with a client who is not a market professional,
market professionals should either confirm that the client is already aware of these
guidelines and its key contents, or draw them to the client’s attention.

2.5.1. Market professionals should check whether the new client has a copy of these guidelines
and if not, either send them a copy or advise them to contact The Nigerian Stock Exchange
(NSE) directly for a copy. Market professionals may also wish to consider arrangements
for notifying their client of any updates.
2.5.2. Such market professionals should inform the new client, if they are new to securities
borrowing and lending, that these guidelines recommend that:
i.

transactions should be under the Securities Lending Legal Agreement or equivalent;

ii.

transactions should be marked to market regularly and re-collateralized as
appropriate; and

iii.

collateral should normally be held independently from the counterparty.

And, if appropriate, the market professional should remind the client that it is for the client
to decide if she/he/it needs independent advice.
2.5.3. Such participants should also inform the client that there could be tax `consequences from
entering into securities borrowing and lending transactions, in particular with regards to
dividends.
2.5.4. When clients are depositing securities with re such participants for lending, the participants
will be borrowing securities from clients, whether as a final borrower or intermediary,
they should make it clear to the client that any voting rights will be transferred along
with title to the securities and the client is not, therefore, entitled to exercise any such
rights until the securities are redelivered to it. They may also wish to consider explaining the
client’s entitlements in relation to any benefits on loaned securities.
3.

Lending Agents

3.1.

Lending Agents means a company duly registered as a market maker, custodian, licensed
dealing member, securities lending agent, or any other market participant by the Securities
and Exchange Commission who acts either as a principal intermediary or an agent
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intermediary through whom the lender will deposit the securities for lending and the
borrower will borrow the securities.
3.2

A principal intermediary is a lending agent who lends securities on behalf of a beneficial
owner to the borrower it sources and assumes principal risk, offers credit intermediation
and takes a position in the securities lent to the borrower i.e. it guarantees the return of the
equivalent securities of the same type and class to the lender along with the corporate
benefits accrued on them during the tenure of the borrowing and agrees to be liable for
making good any loss caused by the failure of borrower to return the securities or corporate
benefits.

3.3.

An agent intermediary is a lending agent who lends securities on behalf of the beneficial
owner to the borrower sourced by the beneficial owner. The beneficial owner takes direct
credit risk on the borrower while the agent is only responsible for operational risk and other
applicable type of risks i.e. the agent intermediary does not guarantee the return of the
equivalent securities of the same type and class to the lender along with the corporate
benefits accrued on them during the tenure of the borrowing and does not agree to be liable
for making good any loss caused by the failure of borrower to return the securities or
corporate benefits.

3.4

Before dealing with a client for the first time, agents should confirm that the client is already
aware of these guidelines and its key contents by drawing them to the client’s attention.
Agents should represent clearly the nature of the arrangements and the capacity in which
they are acting. There should be a clear legal agreement, which may form part of
the standard fund management or custody agreement, authorizing the agent to lend
securities, setting down terms on which the securities may be lent and specifying the
collateral that may be taken.

3.5.

An agent shall obtain the necessary prior written authority from the beneficial owners of
the security or from a party suitably authorized by the beneficial owners, to undertake
securities lending.

3.6.

Where the lender is an agent, other than a lending agent, he should have explained to and
agreed with the principals whose securities he is depositing with the lending agent the terms
regarding the safeguarding of collateral and the allocation of any earnings on the collateral.

3.7.

Where a lender is acting through an agent, there should be an agreed arrangement
between agent and lender principal for the safeguarding of collateral and the allocation of
any earnings on that collateral.
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3.8.

An agent should inform the beneficial owners that securities lending involves the absolute
transfer of title and that securities on loan cannot therefore be voted by the lender unless
they are recalled. They may also wish to consider explaining the client’s entitlements in
relation to any benefits on loaned securities.

3.9.

An agent should make regular reports to clients, providing them with full explanations of
the securities lending activity carried out on their behalf.

3.10. Where a participant is acting as an agent for more than one principal, a clear system for
determining which principal’s asset are on loan should be established. There should be a
clear system for determining any allocation of collateral between the principal lenders
and for determining their entitlements.
4.

Legal Agreement

4.1.

All securities lending transactions should be subject to a written legal agreement between
the parties concerned. Standard agreements should be used wherever possible.

4.2.

The Global MASTER Securities Lending Agreement has been developed as a market standard
for securities lending. The Global Master Securities Lending Agreement is referred to in
these guidelines as the “Securities Lending Legal Agreement”. The Agreement is available
on the website of the International Securities Lending Association (ISLA). As of the date of
these guidelines, the current version is available at:
http://www.isla.co.uk/uploadedFiles/Member_Area/GMSLA/GMSLA%202010%20Final(3).
pdf

4.3.

It is strongly recommended that participants entering into a new securities borrowing
and lending relationship adopt the Securities Lending Legal Agreement, although they may
wish to vary some of its provisions to suit their particular circumstances. Participants
entering into a securities borrowing and lending relationship are required to adopt the
Securities Lending Legal Agreement which is subject to the variations contained in the
Nigerian Addendum to the Securities Lending Legal Agreement as may be issued from time
to time by The Exchange. The provisions of the Securities Lending Legal Agreement must
not be contrary to the Nigerian Addendum, these guidelines, and the Securities and
Exchange Commission’s Rules on Securities Lending. In the event of any conflict between
the Securities Lending Legal Agreement and the Nigerian Addendum, the Nigerian
Addendum shall prevail.

4.4.

Participants should consider the need to undertake their own assessment of the legal
effectiveness of their agreement, particularly if they have varied important provisions of the
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Securities Lending Legal Agreement or if the circumstances in which it is to be used are
complex.
4.5.

The following items in these guidelines should normally be covered by the legal
agreement (but the legal agreement will contain other provisions outside the scope
of these guidelines):
i.

the capacities (principal or agent) in which the parties are acting;

ii.

where relevant, confirmation that an agent has appropriate prior authority from
the beneficial owners or a party suitably authorized by the beneficial owners, for the
security to be lent;

iii.

the absolute transfer of the title to securities and collateral (including any securities
transferred through substitution or mark to market adjustment of collateral);

iv.

daily marking to market of transactions;

v.

acceptable forms of collateral and margin percentages (alternatively, these matters
may be agreed at the time of the loan and included in the relevant confirmation);

vi.

arrangements for the delivery of collateral and for the maintenance of margin
whenever the mark to market reveals a material change in value;

vii.

provisions clarifying the rights of the parties regarding substitution of collateral;

viii.

the treatment of dividend payments and other rights in respect of securities and
collateral including, for example, the timing of any payments;

ix.

arrangements for dealing with corporate actions;

x.

procedures for calling securities and arrangement if called securities cannot be
delivered;

xi.

clear specification of the events of default and the consequential rights and
obligations of the counterparties;

xii.

full set-off of claims between the counter parties in the event of default; and

xiii.

the governing law and jurisdiction for the agreement.
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5.

Custody

5.1.

Custody is an important aspect of securities lending. Taking possession of the securities or
collateral or using a third party custodian removes an important potential element of the
credit risks involved, i.e., that, while in procession of the securities/collateral, the other
party defaults and the ownership of the securities/collateral subsequently cannot be
proved because of administrative error or fraud. This section covers this and other issues
relating to custody.

5.1.1. Participants need to ensure that securities loan transactions are identified as such to their
custodian. Participants should also take steps to satisfy themselves that their custodian’s
segregation arrangements are appropriate to the particular circumstances of their activities.
5.1.2. Securities and collateral, including where relevant margin, should be delivered to the
account of the counterparty or his agent.
5.1.3. Before agreeing to arrangements in which securities/collateral are left with the other party
to the transaction, participants need to consider why they are content to accept such
arrangements and why these are prudent. They should consider the credit standing of the
other party very carefully. They also need to assure themselves that the other party has
appropriate, independently audited, systems and controls for segregating and monitoring
securities/collateral.
6.

Collateral/Margin

6.1.

The loan and the collateral should be marked to market on a daily basis, and more
frequently if the need arises.

6.2.

The collateral should be delivered to the account of the lender or his agent or a designated
third party.

6.3.

The agreement should provide for the collateral to be adjusted whenever there is a material
change in the value of the currency or securities involved in the transaction and for the
original margin to be restored.

6.4.

The collateral taken should normally include a margin over the value of the loan which
should be specified in the agreement. Alternatively, if this is acceptable to both parties, the
margin could be agreed at the time of the loan, when it should be included in the relevant
confirmation.

6.5.

Securities loans should be made on a collateralized basis against collateral acceptable to the
lender, as specified in the agreement or agreed by the parties prior to the loan.
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7.

Default and Close-out

7.1.

Once a decision to declare a default has been taken, it is important, in the interests of the
participant, the defaulting party, and the market, that the process is carried out carefully.
In particular:
i.

the non-defaulting party should do everything within its power to ensure that the
default market values used in the close-out calculations are, and can be shown
to be, fair; and

ii.

if the non-defaulting party decides to buy or sell securities consequent to the closeout, it should make every effort to do so without unnecessarily disrupting the
market.

7.2.

Parties to a transaction should seek to satisfy themselves that the legal agreement will
allow their claims to be offset immediately against the claims of their counterparty in the
event of default. Participants may also consider whether it is possible to negotiate
alternative arrangements to manage their credit exposures. Particular care will need to be
taken in the case of agreements involving lending through an agent.

7.3.

Some events, such as insolvency, may be automatic events of default under the legal
agreement whilst others may trigger one party’s right to declare an event of default against
the other. In these latter cases, participants need to recognize that the decision to
declare a default is a major one. Senior management of any participant faced with
this decision should weigh carefully whether the event which triggers the right requires
such action, or is a technical problem which can be resolved in other ways.

8.

Confirmations

8.1.

Those active in financial markets are fully aware that confirmation and settlement are
crucial aspects of any trading operation.

8.2.

Market professionals should ensure that a written or electronic confirmation is issued,
whenever possible on the day of the trade.

8.3.

Participants should ensure that confirmations received are checked carefully as soon as
possible, normally on the day of receipt, and that any queries on their terms are promptly
conveyed to the issuer.

8.4.

Where material changes such as collateral adjustments or substitutions of collateral occur
during the life of the transaction, these should be agreed between the parties and may also
be confirmed, should either party wish it. Where appropriate, this may be done via a cross
reference to the original loan.
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9.

Market Practice
This provision of the guidelines deals with matters of market practice for securities lending.
It is inevitable that market practices will evolve and these guidelines can reflect them only
at a particular point in time. There are other practical details which will need to be agreed
before transactions are undertaken, usually in negotiating the legal agreement. These
matters include:
i.

acceptable collateral, margin levels and the collateral method to be used;

ii.

collateralization following dividends and other corporate events;

iii.

approach to daylight and settlement exposures, and pre-delivery of collateral;

iv.

business day conventions;

v.

notice periods for elections, recalls and substitutions;

vi.

pricing sources for marking to market and currency conversions;

vii.

settlement arrangements; and

viii.

designated offices.

9.1.

It is important, for the purposes of delivery/redelivery of securities and collateral and
various notice periods, that there should be a clear agreement between the parties about
the meaning of “business days”. Participants may wish to vary the usual business day
convention to suit their particular circumstances and this variance would need to be
reflected in the legal agreement.

9.2.

Participants will need to reach an understanding about the latest time on a business day at
which a notice or call should be issued in order to be treated as having been given on that
day. Market practice is that notices and other such documents should be given before the
close of the relevant market. It should be noted that this may well be earlier than the end
of the business day.

9.3.

The relationship between “lender and lending agent” or “lending agent and borrower”,
and the individual transactions between them, will also be facilitated if there is a
clear understanding of each party’s attitudes to certain events which may occur during a
securities loan. Such matters include:
i.

voting on stock that lent or collateral given;

ii.

elections and other corporate actions on stock lent or collateral given;
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9.4.

iii.

substitutions of collateral; and

iv.

intra-day marking to market.

Trading

9.4.1. At the point of trade, participants will need to agree:

9.5.

i.

margin percentages and acceptable collateral and

ii.

the essential economic terms of the transaction, in particular the stock to be lent,
rate and term; and

iii.

any non-standard features of the particular transaction.

Confirmations

9.5.1. The loan confirmation should contain the following information:
i.

loaned securities (type, ISIN and quantity)

ii.

lender (underlying principal unless otherwise agreed);

iii.

contract date;

iv.

borrower (as for lender);

v.

lender’s bank account details;

vi.

borrower’s bank account details;

vii.

rates applicable to loaned securities;

viii.

rates applicable to cash collateral;

ix.

delivery dates;

x.

term (termination date for term transactions or terminable on demand);

xi.

acceptable collateral and
agreement);

xii.

borrower’s settlement system and account; and

xiii.

lender’s settlement system and account.

margin percentages (if not specified in the legal
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9.6.

Delivery/Re-Delivery

9.6.1. Parties involved in the securities lending transaction should be aware of the procedures for
calling securities; also the rights and obligation of each party should be clearly established.
9.6.2. There should be explicit agreement between the parties on the arrangements to be
followed if called securities cannot be delivered. The parties should also consider whether
arrangements are necessary in order to deal with the possibility of securities or collateral
being redelivered too late in the day to enable the recipient to meet an onward delivery
obligation.
9.6.3. Parties should ensure that they are aware of the procedures to be followed in the event of
failed deals in all markets in which securities are lent; the rights and obligations of each
party should be clearly established.
9.6.4. Any party wishing to recall or return securities on loan should have regard to the possible
implications for its counterparties and should therefore notify them as soon as possible.
Where a lender intends to recall loaned securities in order to meet part of a sale or
delivery obligation, it is good practice, if possible to consider whether the larger sale or
delivery obligation can be shaped or partialled so as to avoid any prospect of the
whole transaction failing if the borrower cannot redeliver the loaned securities at the
designated time.
9.6.5. The legal agreement between participants may provide for the transferee to obtain financial
redress if the transferor fails to redeliver borrowed securities or collateral at the designated
time. It is advisable for participants to consider and agree at the onset of a new relationship
how any such provisions will operate in the event of a failure to redeliver. Such amounts will
typically include:
i.

costs passed back to the transferee because its counterparty has bought-in
securities to cover a failed onward delivery;

ii.

interest and overdraft costs which have arisen from the transferee’s need to
finance an acquisition from an alternative source; and

iii.

fines and other penalties suffered by the transferee as a result of its inability to settle
onward delivery obligations.

Other forms of potential costs may or may not be covered by the terms of the legal
agreement. Where as a result of the transferor’s failure to redeliver securities or
collateral, the transferee fails to meet a sale or delivery obligation in respect of a
larger onward transaction, the norm is for the transferee to seek to recover only that
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proportion of the costs suffered which relates to the securities/collateral which the
transferor has failed to return.
9.6.6. Where such a claim is to be made, the transferee should inform the transferor promptly
of that fact and should also provide notification as soon as possible of the amount due
and the basis on which it has been calculated so that the transaction can be settled on
a timely basis. The transferee should provide appropriate evidence to support the
calculations as soon as possible thereafter.
9.7.

Collateral/Margin/Marking to Market

9.7.1 The required collateral margin will be negotiated between the parties at a level which
reflects both their assessment of the counterparty’s credit worthiness and the market
risks involved in the transaction.
9.7.2 The norm is for transactions to be marked to market on the basis of end of day prices in
the relevant market. Counterparties’ credit exposure will also fluctuate intra-day as
market prices move and there may therefore be particular circumstances (such as
exceptional price movements) in which further valuations and collateral adjustments will
be undertaken on an intra-day basis. Participants will need to agree at the onset whether
and in what circumstances, such intra-day adjustments are to be undertaken, and the
pricing sources and delivery mechanism to be used.
9.7.3. The degree of exposure which a counter party will regard as material and which will
trigger a call for collateral to be provided or returned will be agreed in advance with
the other counterparty. The point at which a net mark to market value becomes “material”
is itself a credit judgment. This includes the possibility of the two parties agreeing to
daily collateral adjustments, irrespective of the size of the exposure that has arisen.
9.7.4. Borrowers should exercise reasonable care in determining the time at which a substitution
call is to be made, bearing in mind that some lenders (particularly principal traders
and brokers) may not be in possession of the collateral. They are, therefore, encouraged
to give lenders as much time as possible of a substitution. Where a borrower intends to
recall and substitute collateral in order to meet part of a sale or delivery obligation on a
larger transaction, it is good practice, if possible, to consider whether the larger sale or
delivery obligation can be shaped or partialled so as to avoid any prospect of the whole
transaction failing if the lender cannot redeliver the collateral at the designated time.
9.7.5. Participants will need to agree at the onset how any dividends and other corporate events
on borrowed securities or collateral are to be dealt with in the valuation. It is advisable for
participants to consider the credit exposures which may arise as a result of such events.
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Where their assessment indicates that adjustments to the normal calculation may be
needed in order to match their particular risk appetite, they may wish to negotiate such
arrangements with their counterparty.
9.8.

Dividends, Corporate Actions, etc.

9.8.1. Securities Lending involves the absolute transfer of title of both the securities lent
and the collateral taken and any voting rights are transferred along with title. Securities
must, therefore, be recalled by the lender, or collateral substituted by the borrower, if
they wish to exercise the voting rights attached to particular securities. It is the interest
of both parties to a securities lending relationship to understand each other’s attitudes to
voting from the outset.
9.8.2. Lenders need to be aware that, if they lend their entire holding of a particular
securities, they may cease to receive information about corporate events in relation to it.
9.8.3. The arrangements to be followed in the event of a rights issue or other corporate action
should be clearly established by all parties before a security loan is made.
9.8.4. Arrangements should be made to compensate the lender of securities (or giver of
collateral) for any dividend or interest payment due while a particular security is
on loan (or collateral is held by the lender). These arrangements should make each
party’s obligations clear including, for example, the timing of any payments.
9.9

Term Trades

9.9.1. Term trades are used in the securities lending market to describe a wide range of
arrangements.
9.9.2. Participants need to agree whether the term of the loan is fixed or indicative. If the term is
fixed, there will be no obligation on the lender to accept early return of the securities or on
the borrower to comply with a recall request.
9.9.2. Where the securities lending involves cash collateral, the parties should establish whether it
is the amount of the specific securities which is fixed or the overall value.
9.9.3. In agreeing to a particular rate, the parties will take into account whether or not the term is
fixed and the permissibility of returns and recalls.
9.9.4. Participants where appropriate will also need to reach agreement on the procedure for
adjusting if a security is returned early by the borrower or for compensating the borrower
in the event of an early recall by the lender.
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GLOBAL MASTER SECURITIES LENDING AGREEMENT
NIGERIAN ADDENDUM
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THIS ADDENDUM to THE GLOBAL MASTER SECURITIES LENDING AGREEMENT OF THE
INTERNATIONAL SECURITIES LENDERS ASSOCIATION [the Agreement] is made this
day of
201__
BETWEEN
,
a company duly registered under the laws of the Federal Republic of Nigeria of
,
Nigeria
[hereinafter referred to as the “THE LENDER” which expression shall where the context so admits
include its successors-in-title] of the one part
AND
, a

company

duly registered under the laws of the Federal Republic of Nigeria of
,
Nigeria
[hereinafter referred to as the “THE BORROWER” which expression shall where the context
so admits include its successors-in-title] of the second part
WHEREAS:
The parties herein have agreed to execute this Addendum by amending and substituting, where
applicable, these amendments for the terms of the Global Master Securities Lending
Agreement of the International Securities Lenders Association [the “Agreement” or “GMSLA”] for
the purposes of the securities lending transactions described in the Agreement upon the terms
and conditions stated herein.
IT IS HEREBY AGREED AS FOLLOWS:
1.

The following amendments shall apply to the Agreement.
1.1

1.1The Agreement is stated to be between Party A and Party B. For every securities
lending transaction in Nigeria, two Agreements shall be executed:
(a) a Lender’s GMSLA: between the Lender and the Lending Agent as Party A and
Party B respectively; and
(b) a Borrower’s GMSLA: between the Borrower and the Lending Agent as Party A
and Party B respectively

1.2

The word “London” is deleted wherever it appears in the Agreement and
replaced with the word “Nigeria”.
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1.32 The abbreviation “LIBOR” is deleted wherever it appears in the Agreement and
replaced with the abbreviation words “Nigerian Inter-Bank Offer Rate” (NIBOR) (or
such other rate as may be agreed between the Parties).
1.43

The words “England” and “UK are deleted wherever they appear in the
Agreement and replaced with the words “Federal Republic of Nigeria”.

1.54

The definition of “Act of Insolvency” in Section 2.1 of the Agreement:
1.5.1

shall be amended by inserting the words “or any class of creditors” after
the word “creditors” where it appears in sub-paragraph (a);

1.54.2

shall be interpreted, for the purposes of reference to the “presentation or
filing of a petition” in sub-paragraph (d), as including any issuing of or
application for a petition;

1.54.3

shall be interpreted, for the purposes of the term “analogous
proceeding” in sub-paragraph (d),
as
including
any application
for or order of provisional or final bankruptcy, winding-up, insolvency,
receivership under the Companies and Allied Matters Act Cap 20, or any
compromise or order of judicial arrangement (whether provisional or
final);

1.54.4

shall be amended by deleting the words “Section 3 of the Insolvency
Act 1986” where they appear in sub-paragraph (f) and replacing them with
the words “Section 457 and Chapter 3 of the Companies and Allied Matters
Act Cap A20, 2004”.

1.65 In Section 2.4, for currency conversion – The base currency exchange rates shall be
the Central Bank of Nigeria rate at the close of business on the applicable date.
1.76
2.

In Section 5.9, reference to UK time shall be replaced by reference to
Nigerian time = UTC/GMT+1.

APPLICABILITY
2.1

This Addendum shall apply in relation to securities lending in Nigeria.

2.2

Except as herein expressly amended, all the terms and obligations including
interpretation, and warranties contained in the Agreement are hereby
incorporated into this Addendum and are applicable to the Parties herein.

2.3

In the event of any conflict or inconsistency between the provisions of this
Addendum and those of the Agreement, the provisions of this Addendum shall
prevail in all respects.
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2.4

3.

To the extent that relevant Nigerian legislation and regulations, specifically
Banks and Other Financial Institutions Act, The Bankruptcy Act, the Companies
and Allied Matters Act, the Investments and Securities Act, the Companies
Income Tax Act, the Value Added Tax Act, The Pension Reform Act, and other
applicable existing legislation and regulations compel their application, the loans
entered into on the basis of the Agreement and this Addendum, including those
entered into by any investment firms and banks operating within the territory of
the Federal Republic of Nigeria, regardless of the governing law of the Agreement,
shall also be subject to those Acts and Regulations.

DELIVERY INCOME
The income due to the Lender in accordance with Section 4.4 of the Agreement in
consequence of the extension of the Loan and the income due to the Borrower in
consequence of delivery to the Lender of the Non-Cash Collateral, constitute
compensation for the loss of profits suffered by the Lender or the Borrower, respectively.

4.

BASE CURRENCY
The base currency shall be the Nigerian Naira.

5.

6.

INTEREST RATES
5.1

The interest rate shall be based on the prevailing NIBOR rates.

5.2

The rates referred to in Section 7 of the Agreement shall not constitute the
contractual interest rates accruing on the loaned securities, equivalent securities,
collateral or equivalent collateral respectively.

LOAN REPAYMENT DATE
Unless the parties provide otherwise, each loan extended in compliance with the
Agreement shall be automatically terminated without notice not later than 365 days
after the date on which the loan was extended. In such event Sections 8.3 through 8.9
and Chapter 9 of the Agreement shall apply accordingly.

7.

INTEREST ON OUTSTANDING PAYMENTS
7.1

Interest on outstanding payments referred to in Section 15 of the
Agreement shall accrue daily at the rates provided in Section 11 of the Agreement
for the period of accrual and shall not be compounded.
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8.

7.2

A party may demand interest on overdue interest on outstanding payments from
the date of filing a suit thereof, unless once an overdue payment arises the
parties agree to add the overdue interest to the outstanding principal.

7.3

Each interest period shall start on the original payment date (exclusive) until
the payment date (inclusive). Once ruling is issued granting the overdue amount,
the interest shall accrue in accordance with the general rules and in accordance
with such ruling.

SINGLE AGREEMENT
Section 17 of the Agreement shall be supplemented in such a manner that any party’s
incorrect performance of the Loan extended on the basis of the Agreement is also a
breach of the terms of all the loans extended to that party in compliance with the
Agreement.

9.

PERFORMANCE IN KIND
Section 19 of the Agreement shall be supplemented in such a manner that upon expiry of
the maturity date of each of the obligations due under the Agreement all the non-cash
obligations are transformed into cash obligations having the value established in
accordance with the Agreement.

10.

PROCEEDINGS IN THE EVENT OF ANY SOLVENCY
The procedure applied in the event of any solvency on the part of any of the parties
as defined in Sections 11.2 through 11.6 of the Agreement shall be modified as
follows:
10.1

Each Party may set off their mutual claims under any extended Loan or Loans
against claims due as collateral upon maturity of any one of such claims, provided
that for the purposes of the value of such receivables of the relevant Party, the
value of such securities, equivalent securities, collateral and equivalent collateral
will be defined in accordance with Section 5.3 or 5.4 of the Agreement,
whichever of those Sections is in force in compliance with the schedule.

10.2

A debtor who owes any cash debt may satisfy its obligation also if, prior to the
other party’s set off and instead of the cash performance, it performs the
original non-cash obligation or an obligation which it will be required to satisfy at
the relevant time in accordance with the Agreement and pays late interest and
redresses the injury incurred by the creditor, in accordance with the terms of
the Agreement or general terms, unless the Agreement provides otherwise.

10.3

The above shall not prejudice the creditor’s rights to satisfy its claims with the
collateral or the equivalent collateral in accordance with their terms.
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11.

FAILURE TO DELIVER
Section 9.1 (Borrower’s failure to redeliver Equivalent Securities) of the Agreement shall
be amended by adding the following as paragraph (iii) thereof:
11.1 “(c)

The Lender shall report to the Nigerian Stock Exchange and/or SEC if
the Borrower fails to redeliver Equivalent Securities.”

11.2 Section 9.2 (Lender’s failure to redeliver Equivalent Securities) of the Agreement shall
be amended by adding the following as paragraph (c) thereof:
“(c)

12.

The Borrower shall report to the Nigerian Stock Exchange and/or SEC if
the Lender fails to redeliver Equivalent Securities.”

EVENTS OF DEFAULT
Section 10 (Events of Default) of the Agreement shall be amended by adding the following
sentence to clause 10.2:
“A non-defaulting party shall report any event of default to the Nigerian Stock
Exchange and/or SEC.”

13.

TRANSACTIONS ENTERED INTO AS AGENTS
The Parties agree that Agency Annex (Transactions Entered into as Agent) of the Agreement
shall not apply. If the Lender or Borrower shall engage in securities lending through a
securities firm as its agent, they shall have executed a power of attorney a trust deed or
any suitable documentation for the securities lending transaction between such securities
firm and the Lender or the Borrower.

14. CONSEQUENTIAL AMENDMENTS
14.1 In order to conform the Agreement with the Securities Lending Rules of the Securities and
Exchange Commission Consolidated Rules and Regulations 2013, the following
consequential amendments shall apply:
(a) In a Lender’s GMSLA, the Lending Agent is not referred to as a Borrower. The Lender is Party
A whilst the Lending Agent is Party B to the Lender’s GMSLA.
(b) The word “Borrower” is deleted wherever it appears in the Lender’s GMSLA and replaced
with the word “Lending Agent”.
(c) Section 5 of the Lender’s GMSLA is deleted and replaced with:
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(i)

The Lending Agent shall not be required to delivery Collateral to the Lender at any
time.

(ii)

Until the Lending Agent enters a Borrower’s GMSLA with a borrower, the Lending
Agent holds the Securities on trust for the Lender, the beneficial interest in the
Securities continues to remain in the Lender and all the corporate benefits shall
accrue to the Lender.

(iii) The Lending Agent guarantees the return of the equivalent securities of the same type
and class to the Lender along with the corporate benefits accrued on them during the
tenure of the borrowing. Where the borrower pursuant to a separate Borrower’s
GMSLA, fails to return the securities or corporate benefits, the Lending Agent shall be
liable for making good the loss caused to the Lender.
(d) In a Borrower’s GMSLA, the Lending Agent is not referred to as a Lender. The Lending Agent
is Party A whilst the Borrower is Party B to the Borrower’s GMSLA.
(e) The word “Lender” is deleted wherever it appears in the Borrower’s GMSLA and replaced
with the word “Lending Agent”.
(f)

154.

Paragraph 1.5 (Status of Agency Loan) of the Agency Annex to the GMSLA is deleted and
replaced with:
(i)

There shall be no direct agreement between the Lender and the Borrower for
lending or borrowing of securities.

(ii)

The Borrower shall have an obligation to return, the equivalent number of Securities
of the same type and class borrowed to the Lending Agent within the time specified
in the Borrower’s GMSLA along with all the corporate benefits which have accrued
thereon during the period of borrowing.

MISCELLANEOUS
14.1 The Agreement and this Addendum shall be governed by, and construed in
accordance with, the laws of the Federal Republic of Nigeria.
14.2 The Parties agree that the Federal High Court of the Federal Republic of Nigeria
shall be the court of first instance with respect to any claim arising out of or related
to the Agreement and this Addendum.
14.3 Borrower agrees and consents that The Nigerian Stock Exchange, the Securities
and Exchange Commission, and institutions designated by the regulatory body for the
securities may collect, process through computers, or internationally transmit, and
use any relevant information as required by law or regulations, and that Lender
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may transmit the personal information of Borrower to the aforementioned agency
or authorized institution.
IN WITNESS WHEREOF this Addendum has been duly executed by the parties hereto the day,
month and year first above written.
THE COMMON SEAL
of the within named “LENDER”
was affixed in the presence of
DIRECTOR

SECRETARY

THE COMMON SEAL
of the within named “BORROWER”
was affixed in the presence of
DIRECTOR

SECRETARY
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