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The Central Bank of Nigeria (CBN) in a circular “Destination Payment for All Forms M, Letters of Credit and 
thother Forms of Payment” released on August 24 , 2020 wants to mollify one of the potential sources of forex 

leakages by limiting forex transactions to occur between local Nigerian businesses and their respective 
Ultimate Product Supplier (UPS), without any third-party involvement  that  is  eliminating the services of 
Buying Companies (BC) or agents. This new directive has raised concerns in the manufacturing and trading 
industries as they perceive it to be harmful to their businesses, as their supply chains would be disrupted. 

• One of the main aims of the current fiscal administration is to improve the ease of doing business in Nigeria. 
• While the CBN’s objective of limiting forex leakage to the barest minimum is key to a better Nigerian macroeconomic 

environment, the new directive on Form M issuance poses a threat to the operations of many domestic businesses.
• Some analysts view this directive as replacing the global supply chain disruption, caused by the COVID-19 

pandemic, with a domestic supply chain disruption.
• Analysts at Andersen Tax believe that the way forward is TRANSFER PRICING. This provides the CBN an assurance 

that no over-invoicing or mispricing has occurred. 
• The Form M directive should be given an all-inclusive review, so that an agreement on the mutual benefit to the CBN 

and domestic businesses can be reached. Also inter-governmental agencies should come together to discuss a 
unified approach to improving the ease of doing business in Nigeria.

Further Insights on the Form M Directive
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Most manufacturing and distribution businesses are unable to meet the UPS MOQ. Hence a 
Buying Company gathers orders from different businesses, to make up the MOQ and then 
reach out to the UPS.

Some UPS may not want to transact directly with Nigerian businesses due to limited 
knowledge of the market. Thus, foreign Buying Companies  purchase these products and 
resell to the Nigerian businesses.

Due to the large quantity usually ordered, the UPS gives the Buying Company a significant 
volume discount which is passed to the various businesses that have given their orders to the 
Buying Company
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We advise customers to speak with their Relationship Managers for clarity on the implications of 
evolving FX policies on their businesses. Access Bank will continue to work out modalities to 
ensure minimal disruptions to the business of her customers. 

Many Multinational Enterprises (MNEs) have a Buying Company which acts as an intermediary 
to different entities globally. This reduces cost and waste for the MNEs and increases taxable 
profits.

Buying Companies are able to source for funds at cheaper rates. This is used to settle the UPS 
which sometimes requests for advance payment or have shorter credit terms than those 
extended by the Buying Companies to the local businesses.

In the case of the Nigerian Oil and Gas Downstream sector, the Trading Companies are 
effectively the UPS and not the refineries as these local distributors cannot buy directly from 
the refineries which are the original manufacturers.
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