IS IT TIME FOR NIGERIA TO
REGULATE CRYPTOCURRENCY?

INTRODUCTION
The digital and tech industry of Nigeria woke up to what could be better termed 'nightmare at
dawn' in the early hours of Friday 5 February 2021 following the letter from the Central Bank
of Nigeria (CBN) to all deposit money banks, non-bank ﬁnancial institutions and other
ﬁnancial institutions in which the CBN referred them to the CBN circular of 12 January 2017
wherein the CBN cautioned all deposit money banks (DMB), non-bank ﬁnancial institutions
(NBFIs), other ﬁnancial institutions (OFIs) and members of the public on the risk associated
with transactions in crypto currency.1
In the letter, the CBN further to the directive on the circular, called the attention of regulated
institutions that dealing in crypto currencies and facilitating payments for cryptocurrency
exchanges is prohibited in Nigeria. Flowing from the above, CBN directed regulated
institutions listed above to identify persons and or entities transacting in or operating crypto
currency exchange within their systems and ensure that such accounts are closed immediately.
News of the CBN's decision to prohibit banks from facilitating crypto-related transactions
through the banking system has since gotten very harsh reactions on social media, the tech and
digital market with many condemning the policy as a deliberate attempt by the government to
impoverish young Nigerians who have been able to create wealth for themselves through
crypto trading.
2

Following the outburst on social media, the CBN did a press release on 7 February 2021
therein they stated that they are not an outlier in its decision and further listed countries and
prominent investors who share the same opinion on crypto currency. In the press release, the
CBN announced that the major reasons backing up their decision on banning transaction on
cryptocurrencies are potential risk of loss of investments, money laundering, terrorism
ﬁnancing, illicit fund ﬂows and criminal activities. These reasons are only reasonable as the
crypto currency market is not regulated and can be manipulated in many ways.
Some have also noted the lack of policy cooperation between ﬁnancial regulators in Nigeria
due to the fact that the SEC had only a few months ago proposed a new set of rules that will
regulate crypto-token or Crypto-coin investments when the character of the investment
qualiﬁes as securities transactions. Flowing from this, SEC did a press release clarifying that
they are not in any contradiction with CBN and are currently engaged with the CBN and
agreed to work together to further analyse, and better understand the identiﬁed risks to ensure
that appropriate and adequate mitigants are put in place, should such securities be allowed in
the future.3 SEC has also by the press release stated that they have put on hold assessment of all
persons (and products) seeking admittance into the SEC Regulatory Incubation Framework
who are aﬀected by the CBN letter of 05 February 2021. The entire situation has gotten the
attention of the Nigerian Senate who has mandated its Committees on Banking, Insurance and
Other Financial Institutions, ICT and Cybercrimes and Capital Market to invite the Governor
of CBN as well as the Director General of SEC to brief it on the recent ban on cryptocurrency
in the country.
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It explained that the information that would emanate from the brieﬁngs from the two
regulatory bodies would assist the Senate to determine the opportunities and threats of the
cryptocurrency on the nation's economy and security.4
Crypto exchange, Binance had taken to Twitter to urge their Nigerian customers to “Withdraw
your NGN as early as possible to avoid potential channel issues,” while also noting that the
new CBN law is a “one step back” on crypto adoption in Nigeria.
Cambridge dictionary deﬁned cryptocurrency as a digital currency produced by a public
network, rather than any government, that uses cryptography ro make sure payments are sent
and received safely.5 QUARTZ AFRICA listed Nigeria as the second highest market of crypto
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in the world. This article intends to discuss issues that bother Nigerians as it relates to the CBN
circular and cryptocurrency in general such as where trading of crypto currency occurs
(whether multi-jurisdictional or jurisdictional), whether cryptocurrency is a property, the
outlook of other countries to cryptocurrency, etc

JURISDICTIONAL ISSUES SURROUNDING CRYPTOCURRENCY
A discuss on cryptocurrency by default brings to the fore certain questions that are pertinent in
fully appreciating the concept. Some of such illuminating questions are:
a) Where does trading occur in cryptocurrency transactions?
b) Are cryptocurrency transactions jurisdictional or multi-jurisdictional?
In taking a bite at the cherry, the main idea behind the blockchain technology that underpins
cryptocurrencies is that it involves no way to pinpoint a ledger's actual location, oﬀering
greater privacy to transactions than traditional platforms which makes it unavoidably diﬃcult
to determine where trading occurs, the privacy is an advantage that poses an intricate
jurisdictional challenge.
First, the nodes which in the world of digital currency, is a computer that connects to a
cryptocurrency network in a crypto currency transaction, are in diﬀerent jurisdictions and
copies of transactions stored on a blockchain that does not have a single physical location and
cannot be tied to any particular jurisdiction.7 In essence, trading on cryptocurrency can hardly
be tied to any jurisdiction due to the very nature of the transaction that thrives on anonymity,
obscurity, and concealment, courtesy the technology used in cryptocurrency transactions.
In addressing the second question, ﬂowing from a natural progression of understanding how
the blockchain technology works, it helps paint a clear picture and provides an answer to the
question. Blockchain technology is a continuously growing electronic ledger that is
distributed and decentralized across many diﬀerent nodes that cannot be altered or tampered
with and allows for direct peer-to-peer transactions between two parties in a veriﬁable and
permanent way.8 Blockchain technology underpins cryptocurrency transactions and hence by
nature, crypto transactions are multi-jurisdictional in most cases, owing to the lack of a
physical ledger that can be pinpointed to a particular jurisdiction, due to the decentralisation of
nodes.
Linked with the knotty problem of jurisdiction are the related issues of liability and
enforcement; concerns that touch on all blockchain applications and not just cryptocurrency
transactions. If something goes awry, such as code errors, data errors and just plain glitches, it
can prove to be a real headache for the courts to establish liability as nodes of a crypto
transaction are decentralized and may be subject to conﬂicting legal frameworks. Secondly,
the residence country for cryptocurrency software is diﬃcult to determine due to the ledger's
lack of a physical location. Thirdly, the blockchain's transnational nature makes determining
applicable laws and selecting the correct jurisdiction for blockchain disputes very diﬃcult.

JURISDICTIONAL ISSUES SURROUNDING CRYPTOCURRENCY
In instances where a company is incorporated in Nigeria for the purpose of carrying on trade in
cryptocurrency, if any glitches such as code errors, data errors etc occurs and hereby disrupts a
user's transaction which in turn results to a loss in trade, an action can lie against such company
by virtue of being incorporated in Nigeria it has an identiﬁable legal personality and within the
jurisdiction in which the cause of action arose. This instance is distinguishable from the above
espoused position of crypto transactions generally, because such company is incorporated
which gives it an identiﬁable identity as opposed to the anonymity of an unregistered entity.
All these factors put together show the multi-jurisdictional nature of crypto currency
transactions and for any national regulator, enforcing laws among persons carrying on crypto
currency transactions, is a herculean task because of the blockchain technology's cross-border
reach.

9

10

CRYPTOCURRENCY AS A PROPERTY (SEC VS. FIRS )
The debate at this level needs to be centred on the determination of whether cryptocurrencies
should be classiﬁed as a currency or as an intangible property. Although we have a view on this
point, there are diﬀering implications that a classiﬁcation will engender. Where it is decided
that cryptocurrencies be classiﬁed as a currency, CBN will rightly exercise regulatory control,
otherwise, not. There are also tax considerations that arise from a classiﬁcation, either way.
For instance, if bitcoin or other cryptocurrencies is considered a property, this classiﬁcation
may trigger sales tax obligations. Also, a classiﬁcation as an intangible property will take
bitcoins (and other cryptocurrencies) out of the Exclusive Legislative List11in the Nigerian
constitution – not being legal tender- and provide state governments with the legislative
competence to regulate cryptocurrencies. From a property rights perspective, this
classiﬁcation of bitcoin establishes it as a deﬁnite form of property over which speciﬁc title
can be exercised. A “currency” classiﬁcation will however be considered in law as a mere
claim for value.12
In the case of Nkwocha V. Governor Anambra State & Ors,13 property was deﬁned to mean
ownership or title and sometimes the res over which ownership may be exercised. An
intangible property, which is also referred to as incorporeal property describes something
which a person or corporation can have ownership of and can transfer ownership to another
person or corporation, but has no physical substance e.g., stock options.
In September 2020, the Securities and Exchange Commission (SEC) released a statement of
intent, where it recognised cryptocurrency as securities to be registered with the Commission.
It stated “virtual crypto assets are securities, unless proven otherwise. The burden of proving
that the crypto assets proposed to be oﬀered are not securities and therefore not under the
jurisdiction of the SEC, is placed on the issuer or sponsor of the said assets.” It deﬁned crypto
asset as14:
“a digital representation of value that can be digitally traded and
functions as (1) a medium of exchange; and/or (2) a unit of account;
and/or (3)a store of value but does not have legal tender status in
any jurisdiction. A Crypto Asset is – neither issued nor guaranteed
by any jurisdiction and fulﬁls the above functions only by agreement
within the community of users of the Crypto Asset; and Distinguished
from Fiat Currency and E-money.15”
Thus, we can rely on the premise that bitcoin-denominated investments are securities, a
fortiori, a special class of securities, to the extent that, they form a unit of investment.16

CRYPTOCURRENCY AS A PROPERTY (SEC VS. FIRS)
However, the UK Jurisdiction Task Force (“UKJT”), a panel of expert QCs and barristers,
recently addressed this exact issue. In November 2019, the UKJT, headed by Chancellor of
the High Court Sir Geoﬀrey Vos, published a Legal Statement on Crypto assets and Smart
Contracts (the “Legal Statement”). By way of overview, the Legal Statement declared that
cryptocurrency is legally equivalent to property and possesses all the necessary features or
“indicia” to qualify as such. The Legal Statement explained that the novel and distinctive
features of crypto assets– “intangibility, cryptographic authentication, use of a distributed
transaction ledger, decentralisation, rule by consensus” – do not prevent them from being
treated as property.17
One of the many questions that arise from allowing investments in and the use of
cryptocurrencies is the issue of taxation. In this regard, the challenge appears to be how to
categorize cryptocurrencies and the speciﬁc activities involving them for purposes of
taxation. This matters primarily because whether gains made from mining or selling
cryptocurrencies are categorized as income or capital gains, it invariably determines the
applicable tax bracket. This was reiterated by the Federal High Court in the case of Vodacom v
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FIRS appears to suggest that payments/ royalties arising from transacting in intangibles is
subject to tax treatment.
The United States Department of Treasury deﬁnes cryptocurrency as a money services
business (MSB) and also categorises it as a property for taxation by America's Internal
Revenue Authority. The Canadian Revenue Authority views cryptocurrencies as commodities
and income generated and it is considered as business income, which may be subject to tax,
while Australia treats it purely as a currency that can be mined, treated, or bought.19 Despite not
being recognised as a currency, the South African Revenue Service (SARS) has demanded
that gains and losses on cryptocurrency be declared and classiﬁes cryptocurrency as
intangible assets subject to income tax in the country.20
Following from the above, it can be established that cryptocurrency as an intangible property
falls under the regulation of Securities and Exchange Commission (SEC) and can be subject to
the payment of capital gains or personal income tax depending on the form of transaction. This
is subject to the advent of a regulatory body and law on cryptocurrency and virtual digital
transactions established in Nigeria.

REGULATION OF CRYPTOCURRENCIES IN VARIOUS JURISDICTIONS
ACROSS THE WORLD
Various national and regional authorities have been forced to grapple with their regulation
given the expansive growth of the cryptocurrency over the years. While the terminology used
to describe cryptocurrency varies from one jurisdiction to another, one of the most common
actions identiﬁed across jurisdictions is the Government-issued notices about the pitfalls of
investing in cryptocurrency markets mostly issued by the Central Banks. As earlier stated, the
warnings issued by various countries majorly centres around the fact that cryptocurrencies
may create an avenue for illegal activities such as money laundering, terrorism, and other
organized crimes.
In analysing cryptocurrency in various jurisdictions, countries around the world fall into one
of these six (6) categories:
CATEGORY

COUNTRIES

CATEGORY ONE
Countries that have placed an
absolute ban on
Cryptocurrency trading in all
its forms. Such as Algeria,
Iraq, Morocco, Nepal, Bolivia,
Pakistan, United Arab, Egypt.21

PAKISTAN
Currently there is no speciﬁc law that regulates
cryptocurrencies or the trade in cryptocurrencies in
Pakistan. In May 2017, the State Bank of Pakistan (SBP)
stated that it does not recognize digital currencies.22 On
April 6, 2018, the SBP issued a press release cautioning
the general public on the risk of virtual currencies. It stated
that the general public is advised that Virtual
Currencies/Coins/Tokens (like Bitcoin, Litecoin,
Pakcoin, OneCoin, DasCoin, Pay Diamond etc.) are
neither recognized as a Legal Tender nor has SBP
authorized or licensed any individual or entity for the
issuance, sale, purchase, exchange or investment in any
such Virtual Currencies/Coins/Tokens in Pakistan.
Further, Banks/ DFIs/ Microﬁnance Banks and Payment
System Operators (PSOs)/ Payment Service Providers
(PSPs) have been advised not to facilitate their
customers/account holders to transact in Virtual
Currencies/ Initial Coin Oﬀerings (ICOs) /Tokens vide
BPRD's Circular No. 03 of 2018.23
NEPAL
On August 13, 2017, Nepal Rastra Bank issued a notice
that “all transactions related to or regarding bitcoins are
illegal.” In early October 2017, a police team from the
Central Investigation Bureau (CIB) of the Nepal Police
“for the ﬁrst time arrested seven persons for allegedly
running bitcoin exchange business from various parts of
the country,” the Kathmandu Post reported.
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REGULATION OF CRYPTOCURRENCIES IN VARIOUS JURISDICTIONS
ACROSS THE WORLD
CATEGORY
CATEGORY TWO
Countries that have placed an
implicit ban on
Cryptocurrency trading. Such
as Bahrain, Indonesia, Iran,
Kuwait, Bangladesh, Lesotho,
Lithuania, Macau, China,
Oman, Qatar, Saudi Arabia,
Columbia, Taiwan, Dominican
Republic.

COUNTRIES
CHINA
China's central bank, the People's Bank of China (PBOC),
has been conducting a study of digital currency for over
three years, and has set up an Institute of Digital Money
within the PBOC.27 According to Zhou, the former
Governor of the PBOC, Chinese regulators are not
recognizing virtual currencies such as bitcoin as a tool for
retail payments like paper bills, coins, or credit cards. The
banking system is not accepting any existing virtual
currencies or providing relevant services, he said.28
As early as December 3, 2013, the PBOC, MIIT, CBRC,
CSRC, and CIRC jointly issued a notice warning the
public about the risks of bitcoin, the Notice on Precautions
Against the Risks of Bitcoins.29 The circular deﬁned
bitcoin as “by nature a special virtual commodity,” which
“does not have equal legal status as currencies” and
“cannot and should not be circulated in the market as a
currency.”30 According to the notice, banks and payment
institutions in China are prohibited from dealing in
bitcoins. Financial and payment institutions are
prohibited from using bitcoin pricing for products or
services or buying or selling bitcoins, nor can they provide
direct or indirect bitcoin-related services, including
registering, trading, settling, clearing, or other services;
accept bitcoins or use bitcoins as a clearing tool; or trade
bitcoins with Chinese yuan or foreign currencies.
TAIWAN
On December 30, 2013, Taiwan's Central Bank and the
FSC jointly issued a statement warning the public about
the risks associated with dealing with Bitcoin, claiming
that it is a highly speculative virtual commodity. On
January 6, 2014, the FSC issued a notice prohibiting banks
and ﬁnancial institution in Taiwan from accepting or
exchanging bitcoin or providing bitcoin related services at
the bank ATMs.31 In a statement made by the FSC, whether
tokens involved in initial coin oﬀerings (ICOs) are
securities under the Securities and Exchange Act will be
examined case by case, and illegal fundraising will be
sanctioned in accordance with ﬁnancial laws.32
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CATEGORY
CATEGORY TWO
Countries that have placed an
implicit ban on
Cryptocurrency trading. Such
as Bahrain, Indonesia, Iran,
Kuwait, Bangladesh, Lesotho,
Lithuania, Macau, China,
Oman, Qatar, Saudi Arabia,
Columbia, Taiwan, Dominican
Republic.

CATEGORY THREE
Countries that apply their
taxation laws in regulating
Cryptocurrency activities.
Such as Argentina, Bulgaria,
Finland, Iceland, Israel, Italy,
Norway, Poland, Romania,
Russia, South Africa, Slovakia,
United Kingdom, Sweden,
Spain.

COUNTRIES
MACAU
On September 27, 2017, the Monetary Authority of
Macau (AMCM) issued a statement warning the public
and ﬁnancial institutions about the risks of virtual
commodities claiming that trading in these commodities
is highly risky and can create an opportunity for
fraudulent practices relating to money laundering and
terrorism. According to the statement, the AMCM has
issued a notice prohibiting banks and ﬁnancial institutions
from participating in or providing for, directly or
indirectly, any ﬁnancial services.33

ARGENTINA
Strictly speaking, Bitcoins are not legal currencies in
Argentina since they are not issued by the government
monetary authority and cannot be used as a mandatory
means of cancelling debts or obligations,34 however, the
use of bitcoins have increased in Argentina. The latest
amendments to the Income Tax Act of Argentina provides
that the proﬁt derived from the sale of digital currency will
be considered as an Income and taxed as such.35
BULGARIA
On February 14, 2018, the National Bank of Bulgaria
announced that it joins the position of the European
supervisory authorities on the risks inherent in buying
virtual currencies. The Bank noted that such currencies
show extreme price volatility and signs of a pricing
bubble.36According to the Bank, consumers buying virtual
currencies should be aware that there is a high risk that
they will lose a large amount, or even all, of the money
invested.37
Bulgarian tax authorities reportedly issued rulings in 2014
requiring individuals to pay taxes on gains from selling
cryptocurrencies, similar to the sale of ﬁnancial assets.38 In
2015 a Bulgarian court reportedly concluded that
activities associated with buying, selling, and paying with
cryptocurrencies are not subject to licensing
requirements.39
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CATEGORY
CATEGORY FOUR
Countries that apply their
Anti-money laundering and
Anti-terrorism ﬁnancing
Laws. Such as Cayman Island,
Costa Rica, Czech Republic,
Estonia, Gibraltar, HongKong, Isle of Man, Jersey,
Latvia, Luxembourg,
Singapore.

COUNTRIES
CAYMAN ISLANDS
The Cayman Islands appear to have a fairly ﬂexible
regulatory environment for cryptocurrencies and
blockchain technologies. While there appears to be no
speciﬁc legislation geared towards regulating
cryptocurrencies, there are laws that in certain
circumstances may be applicable. These include the
Securities Investment Business Law (2015 Revision),40
Anti-Money Laundering (AML) Laws and regulations,41
Money Services Law (2010 Revision),42 and Electronic
Transactions Law (2003 Revision).
On January 29, 2018, Cayman Islands' Premier, Alden
McLaughlin, reportedly spoke at a leading blockchain
conference called “d10e” where he encouraged
blockchain companies to establish themselves at Cayman
Enterprise City, a “special economic zone that caters to
tech-related entities.43 ” Cayman Enterprise City CEO
Charlie Kirkconnell stated at the conference that some
ﬁfty blockchain companies have established or are in the
process of establishing themselves in the zone.44
HONGKONG
In a statement at the Legislative Council on the use of
bitcoin, the Secretary for Financial Services and Treasury
reiterated there were no speciﬁc regulatory measures on
virtual commodities such as bitcoin in Hong Kong, but
existing laws provide for sanctions against unlawful acts
such as money laundering, terrorist ﬁnancing, fraud,
pyramid schemes, and cybercrimes, with or without
virtual commodities being involved. The police will take
enforcement action if they ﬁnd criminal conduct
involving virtual commodities by conducting patrols,
including searching for relevant information via public
platforms on the Internet.45
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CATEGORY
CATEGORY FIVE
Countries that apply both their
Taxation Laws and Antimoney laundering and Antiterrorism ﬁnancing Laws.
Such as Australia, Canada,
Denmark, Japan, Switzerland.

COUNTRIES
CANADA
Canada allows the use of Cryptocurrencies although they
are not considered as a legal tender in Canada. According
to the Financial Consumer Agency of Canada webpage on
digital currencies, digital currencies can be used to buy
goods and service on the internet and in stores that accept
digital currencies, this is asides the regular cryptocurrency
exchanges.46
Canada's tax laws and rules also apply to digital currency
transactions, including those made with cryptocurrencies,
and such digital currencies are subject to the Income Tax
Act.47 The Canada Revenue Agency (CRA) has
characterized cryptocurrency as a commodity and not a
government-issued currency.48 Accordingly, the use of
cryptocurrency to pay for goods or services is “treated as a
barter transaction”. According to the Financial Consumer
Agency, goods purchased using digital currencies must be
included in the seller's income for tax purposes and while
ﬁling taxes, any gains or losses from selling or buying
digital currencies must be reported.
On June 19, 2014, the Governor General of Canada gave
his assent to Bill C-31 (An Act to Implement Certain
Provisions of the Budget Tabled in Parliament on
February 11, 2014, and Other Measures),49 which includes
amendments to Canada's Proceeds of Crime (Money
Laundering) and Terrorist Financing Act.
The new law treats virtual currencies, including Bitcoin,
as “money service businesses” for the purposes of the
anti-money laundering law.50 The Act is regarded as the
“world's ﬁrst national law on digital currencies, and
certainly the world's ﬁrst treatment in law of digital
currency ﬁnancial transactions under national anti-money
laundering law.”51
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CATEGORY
CATEGORY FIVE
Countries that apply both their
Taxation Laws and Antimoney laundering and Antiterrorism ﬁnancing Laws.
Such as Australia, Canada,
Denmark, Japan, Switzerland.

COUNTRIES
JAPAN
In June 2016, the Japanese Government amended the
Payment Services Act which took eﬀect on April, 2017, the
Act deﬁnes Cryptocurrency as property value that can be used
as payment for the purchase or rental of goods or provision of
services by unspeciﬁed persons, that can be purchased from or
sold to unspeciﬁed persons, and that is transferable via an
electronic data processing system; OR property value that can
be mutually exchangeable for the above property value with
unspeciﬁed persons and is transferable via an electronic data
processing system.
The Act also states that cryptocurrency is limited to property
values that are stored electronically on electronic devices;
currency and currency-denominated assets are excluded.52
Under the Act, there are some requirements for the operation
of cryptocurrency exchange businesses in Japan, which are:
i.
Must be a Business Operator registered with a
competent Local Bureau;
ii.
Must be a stock company or a foreign cryptocurrency
exchange business;
iii. Must be a company, have a representative who is
resident in Japan and an oﬃce in Japan; and
iv. Cryptocurrency exchange businesses must separate and
manage customers' money or cryptocurrency apart from their
own.
In addition, under the Act on Prevention of Transfer of
Criminal Proceeds, cryptocurrency exchange businesses are
obligated to check the identities of customers who open
accounts, keep transaction records, and notify authorities
when a suspicious transaction is recognized.53
According to the National Tax Agency (NTA), the proﬁt
earned by sales of cryptocurrency is, in principle, considered
miscellaneous income,54 rather than capital gains,55 under the
Income Tax Act. The NTA compiled questions and answers
regarding the tax treatment of cryptocurrency and posted it
online on December 1, 2017.56 Miscellaneous income is added
to the amount of other income, excluding speciﬁed capital
gains, when a person's taxable income is calculated and taxed.
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CATEGORY
CATEGORY SIX
Countries that have or are in
the process of issuing their
own national or regional
Cryptocurrency. Such as
Anguilla (ECCB- Eastern
Caribbean Central Bank),
China, Ireland, Lithuania,
Venezuela, Saint Lucia,
Marshall Islands, Dominica
Republic (ECCB- Eastern
Caribbean Central Bank),
Grenada (ECCB- Eastern
Caribbean Central Bank).58

COUNTRIES
EASTERN CARIBBEAN CENTRAL BANK
The Eastern Caribbean Central Bank (ECCB) is the
monetary authority for eight island economies in the
Eastern Caribbean Currency Union that use a common
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currency known as the Eastern Caribbean dollar—Anguilla,
Antigua and Barbuda, the Commonwealth of Dominica,
Grenada, Montserrat, Saint Kitts and Nevis, Saint Lucia,
and Saint Vincent and the Grenadines.60 On March 9, 2018,
the ECCB signed a memorandum of understanding with the
Barbados-based ﬁnancial technology company Bitt Inc.
agreeing to participate in a pilot program that will enable it
to issue a digital currency. Expected to start at the end of
2018, the pilot will speciﬁcally involve the development of
a digital Eastern Caribbean Dollar using distributed ledger
technology with a blockchain platform speciﬁcally
designed for a safe and secure digital ﬁnancial ecosystem.
Essentially, [it] would be a proof of concept, designed to
demonstrate the viability and and functionality of the ECCB
issuing Digital Eastern Caribbean Dollars.61
ANGUILLA
Towards the end of 2017, the Anguillian Government
announced that there would create a Legislation known as
the Utility Token Oﬀering Act (AUTO) which will regulate
the oﬀerings of Cryptocurrencies in the country.
The AUTO Act is structured in a way to regulate utility
tokens, while avoiding the burden imposed by securities
regulations and the “higher levels of regulatory scrutiny that
would have to take place were the tokens to fall under
securities laws.” 62 As such, utility tokens are categorized as
those that may be redeemed for consumer goods or services,
rather than a share in proﬁts or an interest in technology
connected to the oﬀering.63
The major aim of the Auto Act as stated by the Anguillian
Government is to help Anguilla become the leader in
establishing the best practices for Cryptocurrency oﬀerings,
to protect the people of Anguilla and provide clearly deﬁned
rules and increased safety for the blockchain community.64
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CATEGORY
CATEGORY SIX
Countries that have or are in
the process of issuing their
own national or regional
Cryptocurrency. Such as
Anguilla (ECCB- Eastern
Caribbean Central Bank),
China, Ireland, Lithuania,
Venezuela, Saint Lucia,
Marshall Islands, Dominica
Republic (ECCB- Eastern
Caribbean Central Bank),
Grenada (ECCB- Eastern
Caribbean Central Bank).

COUNTRIES
VENEZUELA
By virtue of a Decree 3196 of December 8, 2017, the
government of Venezuela was authorized to create its own
cryptocurrency, the PETRO, which would be physically
backed by Venezuelan barrels of oil.65One PETRO would
be backed by a purchase-sale contract for one barrel of
Venezuelan oil as quoted in the OPEC Reference Basket,
as well as other commodities, including gold, diamond,
coltan, and gas.66
Decree 3196 states that the holder of PETRO will be able
to exchange the market value of the crypto asset for the
equivalent in another cryptocurrency or in Bolívares (the
traditional currency of Venezuela) at the market exchange
rate published by a national crypto asset exchange house.67
The holder of each PETRO would also own a virtual
wallet, which was to be his/her own responsibility, along
with the risks related to its custody and management.68

IMPLICATIONS OF THE CBN CIRCULAR ON CRYPTOCURRENCY
TRANSACTIONS IN NIGERIA
The implications of the CBN's letter are not farfetched. It shows a radical shift from its stance in its
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earlier 2017 and 201870 circulars were it merely warns, and tells banks to only dissociate those
customer accounts that fail to provide veriﬁcations to aid Anti Money Laundering (AML)/
Countering Financing of Terrorism (CFT) controls and reiterates that cryptocurrencies are not legal
tender respectively, thus, creates a diﬀerent impact than its past releases on cryptocurrencies such as:
1.
Banks Closing down accounts related to Cryptocurrencies:
The CBN's directive this time around places all DMBs, NBFIs and OFIs on strict
prohibition from dealing with entities that have cryptocurrency trading embedded in
their system and operate an account with these institutions. Thus, the new rules ask
banks to identify “persons and or entities transacting in or operating cryptocurrency
exchanges within their systems and ensure that such accounts are closed
immediately.” 71 This maybe the reason for the recent action witnessed from Providus
Bank on the deactivation of virtual accounts of FinTech's like Chaka, Piggyvest etc.72
Though it is expected that the money in these accounts should be made available to
them to either refund or move to an oﬀshore account where they may be able to trade
without restrictions.
It is also diﬃcult to use any Nigerian bank issued debit or credit card or other payment
systems to carry out cryptocurrency transaction as payment systems like Flutterwave
put out a notice to its customers that in line with the CBN's directive their services will
no longer be extended to support cryptocurrency use in Nigeria. Thus, for users of
virtual currency Exchanges like Binance may have to pay for the virtual visa card
available on the Exchange's platform.73
2.

Small and Medium Enterprises (SMEs) and E-Commerce Channels:
Most of these channels and SMEs use cryptocurrencies like bitcoins to trade,
especially exports, drop shipping amongst others. this would aﬀect their trade as they
view trading with these coins as easier ways of moving cash without the hassles
involved in changing one currency to another.74 The banks having begun to close such
accounts, whose funds will be trapped till the banks are ready to make them available
to them.

3.

Increase in P2P Trading:
The CBN circular does not criminalize trading in cryptocurrencies as it only places a
ban on DMBs, NBFIs and OFIs from facilitating such virtual currency trading.75 there
would now be a shift to the P2P mode of trading which involves individuals who are
on the same blockchain platform selling to each other and money being sent the
seller's bank account. When a policy like the CBN's directive was implemented in
Kenya , the P2P trading in the Kenyan crypto market witnessed an all-time high.76 This
speculation may hold true for Nigeria as several exchanges have begun to tell their
customers to boycott bank transfers and use the P2P feature on their platforms for
instance Binance announced the addition of NGN FIAT/NGN pair to its P2P platform
in Nigeria to allow users buy and sell their NGN ﬁat balance on Binance with zero fees
for Nigerian Naira using bank transfers and other payment modes.77

IMPLICATIONS OF THE CBN CIRCULAR ON CRYPTOCURRENCY
TRANSACTIONS IN NIGERIA
4.

CBN Circular Versus SEC's Press Release:
The SEC recently made press release reiterates that the SEC Statement on Digital
Assets and their Classiﬁcation and Treatment of September 11, 2020 and the
Central Bank of Nigeria (CBN) Circular of Febraury 5, 2021 has no contradictions
or inconsistencies. Though by virtue of the CBN Circular and for the purpose of
admittance into the SEC Regulatory Incubation Framework, the assessment of al
persons (and products) aﬀected by the CBN Circular is hereby put on hold until
such persons are able to operate bank accounts within the Ngerian banking system
while that of Fintech companies will continue, whilst they work on a regulatory
framework with CBN to resolve all the issues they may have as regards
cryptocurrencies.78
By implication, the circular has halted any programme SEC had intent to carry out
with entities aﬀected by the Circular like the virtual currency exchanges who trade
on cryptocurrencies.

RECOMMENDATIONS
While we recognize the validity of some of the apex bank's fears, many stakeholders see the
decision as despotic and irrational. Given that there's no law in Nigeria that outrightly
criminalises cryptocurrencies, a lot of people see no need for the CBN to deny banking access to
the entire cryptocurrency industry. There is a need for the CBN to look at the implication of this
policy holistically and reconsider its position, especially given the fact that there is a potential
growth of Nigeria's burgeoning cryptocurrency industry, which accounts for the world's secondlargest Bitcoin trading volume and the 8th country with the highest adoption of cryptocurrency in
the world.
As earlier identiﬁed, some countries regulate exchanges — local or foreign — being used by their
citizens and the laws that apply to them usually depend on how cryptocurrencies are classiﬁed.
Taking a cue from these countries, one will recall that the Nigerian Securities and Exchange
Commission (SEC), set up the Fintech Roadmap Committee to develop a framework for the
regulation of Virtual Financial Assets and their exchanges in Nigeria among other things. One of
the intentions of the Committee is to determine how cryptocurrencies will be adopted in the
79
country using case studies from countries like Malta, USA, and the UK. Given this, it is clear that
the Regulators themselves, as with other countries, view cryptocurrency as an property rather
than an exchange.
Section 43 of the 1999 Constitution of the Federal Republic of Nigeria gives right to acquire and
own properties, and as such citizens can deal with cryptocurrency, being a property. We therefore
opine that there is no better time for the CBN to work with the Nigerian Stock Exchange to put
together a framework and structure around raising funds through Initial Coin Oﬀerings (ICO)
and other uses of cryptocurrency rather than a total ban on it. Also, and as earlier identiﬁed, the
Federal Inland Revenue Service (FIRS) of Nigeria can start taxing gains from digital currencies,
being digital assets. It will deﬁnitely give the tax-to-GDP ratio a boost.80 The Nigerian
Government should look towards establishing a regulatory environment that is conducive to
innovation and growth, to take advantage of the opportunities available, which can be achieved
by ensuring the regulatory systems are principle based and technology-neutral, and that
regulators such as CBN, consider the importance of enabling innovation and investment when
interpreting and enforcing regulations.81
The National Blockchain Strategy released by the Federal Ministry of Communications and
Digital Economy, while admitting that there is no regulatory or legal framework for
cryptocurrency in Nigeria, believes that there is a promising future for blockchain in Nigeria due
to the adoption of blockchain by various Nigerian start-ups for numerous purposes. According to
the Blockchain Strategy:82
"Blockchain has the potential to completely transform traditional models in several
sectors both private and public. By promoting blockchain adoption and providing an
enabling environment, new business models will spring up to open opportunities for
businesses that will drive investments in a market such as Nigeria.”
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