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Central Bank Of Nigeria

Central Business District,
P.M.B. 0187, Garki,
Abuja - Nigeria.
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GVD/GOV/STH/CON/03/ e ay 20, 2013

His Excellency,
Dr. Goodluck E. Jonathan, GCFR
The President and Commander-in-Chief of the Armed Forces

Federal Republic of Nigeria
The Presidential Villa
Abuja

RE: CBN AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31
DECEMBER, 2012

| respectfully refer to Mr. President’s letter on the above subject
matter in which some issues were raised on the Bank's Audited
Financial Statements for the year ended 315t December, 2012.

Your Excellency is invited to note that all the issues raised have been
examined and appropriate clarifications were provided. In addition,
appropriate schedules or supporting documents have been
attached as appendices for the kind consideration of Mr. President.

Your Excellency, permit me to reiterate that the Financial Statements
have been prepared in accordance with the accounting policies of
the Bank set out therein and in compliance with the provisions of the
Central Bank of Nigeria Act No. 7 of 2007 and other applicable

regulations.

Please accept the usual assurances of my warm regards and
esteemed consideration.

SANUSI LAMIDO SANUSI, CON
GOVERNOR



PRESIDENT,
FEDERAL REPUBLIC OF NIGERIA

May 4t 2013

The Governor Q o
Central Bank of Nigeria, Q

Central Business District

EW CAM Sav, &73 CS)

RE: CBN AUDITED FINANCIAL STATEMENTS FOR YEAR ENDED 315" DECEMBER 2012

I am in receipt of the Audited Financial Statements of the Central Bank of Nigeria for year ended 315t
December 2012 which you forwarded to me vide your letter referenced FND/DIR/SEC/ACC/04/001

dated February 26th 2013,

An examination of the content of the Financial Statement has thrown up some issues which require
clarification.

To this end, | request that you avail me of detailed explication with respect to the under listed
issues — providing, where available, relevant confirmatory letters and/or Board approvals:

1. Management or Domestic report issued on the said 2012 financial statements by the external
auditors.

2. The financial reporting framework under which the financial statements were prepared.

3. The names of the Trustees of the self insurance scheme of the CBN (including the Board minutes
approving the said self insurance scheme and trustees) and the entries of the annual
appropriations indicating where it was posted in the said financial stalements. Evidence of the
license given to the CBN, by the National Insurance Commission, to operate a self Insurance

Scheme.

4. Reports from independent sources revealed that the CBN is insured by 29 underwriters on General
Business Insurance and 20 underwriters on Group Life Assurance for 2011 - 2013, A reconciliation
of this report with paragraph 3 above is required.

5. The valuation report on certain Assets of the CBN (as in accounting policy ‘a’) and how and when
the fixed assets revaluation reserves was created and accounted for (as in the Balance Sheet).

6. The accounting policy of the CBN on short term investment.



10.

11,

12,

13.

Detailed breakdown of:
Long term loans of N550.062 Billion {beneficiaries) as in Note 5 and why it was fully provided for as

irrecoverable.
The Banks that are involved in “Other Loans” of N12.899 Billion as in Note 5, that are also fully

provided for as irrecoverable.

Provision of loan losses of N586.703 Billion (as in Note 5).

Investment in Asset Management Corporation of Nigeria (AMCON} Bonds of N3,596,356,000,000
that are expected to mature on December 2013, August 2014 and October 2014 and why no
provision was made against them except general loan loss provision of N4.620 Billion only (as in

Note 6).
Prepayments of N58.133 Billion in 2012 and N102.459 Billion in 2011 (as in Note 8) and why the

Bank was paying so much in advance. Board approvals for these fevels of advance payments are
required.

The relationship between the N35 Billion (Thirty five Billion Naira only) investment in Bank of
Industry (BOI} Debentures in 2012 (as in Note 6) and “Intervention activities” expenses of N19
Billion (Nineteen Billion Naira only) in operating costs as in Note 27. A detailed breakdown of the
“Intervention activities” expenses (as in Note 27) should also be required,

Deposit for shares of N4.947 Billion in 2011 and 2012: When was this deposit made, the names of
the companies where these investments were supposedly made, the related amount and why the
shares are yet to be issued (as in Note §).

A detailed breakdown of “Other sundry assets” of N5.949 Billion in 2012 and N3.393 Billion in 2011
as in Note 8b and the reason why they are so classified.

A complete reconciliation of “Notes and Coins in circulation” (as in Note 12) indicating ‘Deposit by
Banks” and “Withdrawal by Banks".

The composition of Gratuity of N72.653 Billion in 2012 and N64.280 Billion in 2011 (as in Note 19)
and how it was determined,

The Board minutes and approval for the practice of making provisions for internal currency
insurance based on the premium that would have been payable to external insurers had they been
engaged; as in Nofe 17b. The names of the insurance companies that were field lested in this
exercise and the modalities thereof,



14. Detailed breakdown of the following ifems in Note 27:

a) Currency issue expenses; of N36.589 Billion in 2012 and N47.337 in 2011 indicating the
amount paid to the individual printing companies invoived for 2011 and 2012. Names and

amount paid to each company.
b} Repairs and maintenance expenses of N2.268 Billion in 2012 and N2.070 Billion in 2011and

the extent of repairs of printing machines in these fofals.
c} Intervention activities of N19 Billion in 2012 and N23.865 Billion in 2011,
d) Administration expenses of N42.596 Billion in 2012 and N48.340 Billion in 2011,

15. Related party transactions (as in Note 30): indicating the persons involved, the applicable amount
and the impact on the profit and loss of the CBN.

16. The Statement of Corporate Governance on the financial statements.

17. The framework that justified the non-consolidation of subsidiaries and accounting for associates
gven lo the extent that the accounts of Nigerian Security Printing and Minting Company Plc was

nof consolidated.
18. The treatment of forward contracts as in accounting policy C.

19. The reason why “IMF Quota” of N421.864 Billion in 2012 and N433.744 Billion in 2011 was
included in sundry receivables in “Other assets’ as in Note 8b.

20. Confirmation of the movements in the “other investments” as in Note 6 and the related Board
approvals.

21. The reason why the financial statements of the CBN were not in compliance with Section 44 and
Section 57 of the Financial Reporting Council of Nigeria Act No. 6, 2011.

22. Why the CBN continued to invest in AMCON'’s Bonds in 2012 and how the CBN intends to recover
the funds invested in AMCON that are due by December 2013,

Your expeditious response on the issues enumerated above will be helpful in providing a proper
appreciation of the nation’s economic outlook.

Zy/arj A @red.

GOODKUCK EBELE JONATHAN
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PRESIDENT,
FEDERAL REPUBLIC OF NIGERIA

May 40 2013

The Governor Q o
Central Bank of Nigeria, #\é\) _ Q

Central Business District

ﬁpj LAH S K% CS)

RE: CBN AUDITED FINANCIAL STATEMENTS FOR YEAR ENDED 31T DECEMBER 2012

| am in receipt of the Audited Financial Statements of the Central Bank of Nigeria for year ended 31st
December 2012 which you forwarded to me vide your letter referenced FND/DIR/SEC/ACC/04/001
dated February 26t 2013.

An examination of the content of the Financial Statement has tﬁrown up some issues which require
clarification.

To this end, | request that you avail me of detailed explication with respect to the under listed
issues ~ providing, where available, relevant confirmatory letters and/or Board approvals:

1. Management or Domestic report issued on the said 2012 financial statements by the external
auditors.

2. The financial reporting framework under which the financial stafements were prepared.

3. The names of the Trustees of the self insurance scheme of the CBN (including the Board minutes
approving the said self insurance scheme and trustees) and the entries of the annual
appropriations indicaling where it was posted in the said financial statements. Evidence of the
license given to the CBN, by the National Insurance Commission, fo operate a self Insurance
Scheme.

4. Reports from independent sources revealed that the CBN is insured by 29 underwriters on General
Business Insurance and 20 underwriters on Group Life Assurance for 2011 — 2013. A reconciliation
of this report with paragraph 3 above is required.

5. The valuation report on certain Assets of the CBN (as in accounting policy ‘a’) and how and when
the fixed assets revaluation reserves was created and accounted for (as in the Balance Sheef).

6. The accounting policy of the CBN on short term investment.



10.

11.

12,

13

Detailed breakdown of:
Long term loans of N550.062 Biflion (beneficiaries) as in Note 5 and why it was fully provided for as

irecoverable.
The Banks that are involved in “Other Loans” of N12.899 Billion as in Note 5, that are also fully

provided for as irrecoverable.

Provision of loan losses of N586,703 Billion (as in Note 5).

Investment in Asset Management Corporation of Nigeria (AMCON) Bonds of N3,596,356, 000,000
that are expecled to mature on December 2013, August 2014 and October 2014 and why no
provision was made against them except general loan loss provision of N4.620 Billion only (as in
Note 6).

Prepayments of N58.133 Billion in 2012 and N102.459 Billion in 2011 (as in Note 8) and why the
Bank was paying so much in advance. Board approvals for these levels of advance payments are
required.

The refationship between the N35 Billion (Thirty five Billion Naira only) investment in Bank of
Industry (BOI) Debentures in 2012 (as in Note 6) and ‘Intervention activities” expenses of N19
Billion (Nineteen Billion Naira only) in operaling costs as in Note 27. A delailed breakdown of the
“Intervention activities” expenses (as in Note 27) should also be required.

Deposit for shares of N4.947 Billion in 2011 and 2012: When was this deposit made, the names of
the companies where these investments were supposedly made, the refated amount and why the
shares are yel to be issued (as in Note 8).

A detailed breakdown of “Other sundry assets” of N5.949 Billion in 2012 and N3.393 Billion in 2011
as in Note 8b and the reason why they are so classified.

A complete reconciliation of “Notes and Coins in circulation” (as in Note 12} indicating “Deposit by
Banks” and “Withdrawal by Banks”,

The composition of Gratuiy of N72.653 Billion in 2012 and N64.280 Biflion in 2011 (as in Nole 15)
and how it was determined.

The Board minutes and approval for the practice of making provisions for internal currency
insurance based on the premium that would have been payable fo external insurers had they been
engaged;, as in Note 17b. The names of the insurance companies that were field tested in this
exercise and the modalities thereof.



14. Detailed breakdown of the following items in Note 27:

a) Currency issue expenses; of N36.589 Billion in 2012 and N47.337 in 2011 indicating the
amount paid to the individual prining companies invoived for 2011 and 2012. Names and
amount paid to each company.

bj Repairs and maintenance expenses of N2.268 Billion in 2012 and N2.070 Biflion in 2011and
the extent of repairs of printing machines in these tolals.

¢} Intervention activities of N19 Billion in 2012 and N23.865 Billion in 2011,

d) Administration expenses of N42.596 Billion in 2012 and N48,340 Billion in 2011.

15. Related party transactions (as in Note 30): indicating the persons invoived, the applicable amount
and the impact on the profit and loss of the CBN.

16. The Statement of Corporate Governance on the financial statements.

17. The framework that justified the non-consolidation of subsidiaries and accounting for associales
even fo the extent that the accounts of Nigenan Securily Printing and Minting Company Pic was
not consolidated.

18. The lreatment of forward contracts as in accounting policy C.

19. The reason why “IMF Quola” of N421.864 Billion in 2012 and N433.744 Billion in 2011 was
included in sundry receivables in *Other assefs” as in Note 8b.

20. Confirmation of the movements in the “other investments” as in Note 6 and the related Board
approvals.

21. The reason why the financial statements of the CBN were not in compliance with Section 44 and
Section 57 of the Financial Reporting Council of Nigeria Act No. 6, 2011,

22. Why the CBN continued to invest in AMCON's Bonds in 2012 and how the CBN intends to recover
the funds invested in AMCON that are due by December 2013,

Your expeditious response on the issues enumerated above will be helpful in providing a proper
appreciation of the nation’s economic outiook.

7&/61/'.( oy @red.

GOODLUCK EBELE JONATHAN



PRESIDENT,
FEDERAL REPUBLIC OF NIGERIA

May 4th 2013

The Govemnor Q
Central Bank of Nigeria, Aﬂ . Qv

Central Business District

Aﬁbu;, CAM Saov &Dﬁ CS)

RE: CBN AUDITED FINANCIAL STATEMENTS FOR YEAR ENDED 315" DECEMBER 2012

| am in receipt of the Audited Financial Statements of the Central Bank of Nigeria for year ended 31st
December 2012 which you forwarded to me vide your letter referenced FND/DIR/SEC/ACC/04/001

dated February 26% 2013.

An examination of the content of the Financial Statement has thrown up some issues which require
clarification.

To this end, | request that you avail me of detailed explication with respect to the under listed
issues - providing, where available, relevant confirmatory letters and/or Board approvals:

1. Management or Domestic report issued on the said 2012 financial stafements by the external
auditors.

2. The financial reporting framework under which the financial statements were prepared.

3. The names of the Trustees of the self insurance scheme of the CBN (including the Board minutes
approving the said self insurance scheme and trustees) and the entries of the annual
appropriations indicating where it was posted in the said financial statements. Evidence of the
license given to the CBN, by the National Insurance Commission, o operate a self Insurance
Scheme.

4. Reports from independent sources revealed that the CBN is insured by 29 underwriters on General
Business Insurance and 20 underwriters on Group Life Assurance for 2011 - 2013. A reconciliation
of this report with paragraph 3 above is required.

5. The valuation report on certain Assets of the CBN (as in accounting policy ‘a’) and how and when
the fixed assets revaluation reserves was created and accounted for (as in the Balance Sheet).

6. The accounting policy of the CBN on short term investment.



10.

11.

12,

13.

Detailed breakdown of:
Long term loans of N550.062 Billion (beneficiaries) as in Note 5 and why it was fully provided for as

imecoverable.
The Banks that are involved in “Other Loans” of N12.899 Billion as in Note 5, that are also fufly

provided for as irrecoverable.

Provision of loan losses of N586.703 Billion (as in Note 5).

Investment in Asset Management Corporation of Nigeria (AMCON) Bonds of N3,596,356,000,000
that are expected to mature on December 2013, August 2014 and October 2014 and why no
provision was made against them except general loan loss provision of N4.620 Biflion only (as in

Note 6).
Prepayments of N58.133 Billion in 2012 and N102.459 Billion in 2011 (as in Note 8) and why the

Bank was paying so much in advance. Board approvals for these levels of advance payments are
required.

The relationship between the N35 Billion (Thirly five Billion Naira only) investment in Bank of
Industry (BOI) Debentures in 2012 (as in Note 6) and “Intervention activities™ expenses of N19
Billion (Nineteen Billion Naira only) in operating costs as in Nofe 27. A detailed breakdown of the
“Infervention activities” expenses (as in Note 27) should also be required.

Deposit for shares of N4.947 Biflion in 2011 and 2012: When was this deposit made, the names of
the companies where these investments were supposedly made, the related amount and why the
shares are yet to be issued (as in Note 8).

A detailed breakdown of “Other sundry assets” of N5.949 Billion in 2012 and N3.393 Billion in 2011
as in Note 8b and the reason why they are so classified.

A complete reconciliation of “Notes and Coins in circulation” (as in Note 12) indicating “Deposit by
Banks” and "Withdrawal by Banks”.

The composition of Gratuity of N72.653 Billion in 2012 and N64.280 Billion in 2011 (as in Note 15)
and how it was defermined.

The Board minutes and approval for the practice of making provisions for internal currency
insurance based on the premium that would have been payable to external insurers had they been
engaged; as in Note 17b. The names of the insurance companies that were field tested in this
exercise and the modalities thereof



14. Detailed breakdown of the following items in Note 27:

a) Currency issue expenses; of N36.589 Billion in 2012 and N47.337 in 2011 indicating the
amount paid to the individual printing companies invoived for 2011 and 2012, Names and
amount paid fo each company.

b) Repairs and maintenance expenses of N2.268 Billion in 2012 and N2.070 Billion in 2011and
the extent of repairs of printing machines in these totals.

¢) Intervention activities of N19 Billion in 2012 and N23.865 Billion in 2011.

d) Administration expenses of N42.596 Billion in 2012 and N48.340 Biflion in 2011.

15. Related party transactions (as in Note 30): indicating the persons involved, the applicable amount
and the impact on the profit and loss of the CBN.

16. The Statement of Corporate Governance on the financial statements.

17. The framework that justified the non-consolidation of subsidiaries and accounting for associates
even to the extent that the accounts of Nigerian Security Printing and Minfing Company Plc was
not consolidated.

18. The treatment of forward contracts as in accounting policy C.

19. The reason why ‘IMF Quola” of N421.864 Billion in 2012 and N433.744 Billion in 2011 was
included in sundry receivables in “Other assets” as in Note 8b.

20. Confirmation of the movements in the “other investments” as in Note 6 and the related Board
approvals.

21. The reason why the financial statements of the CBN were not in compliance with Seclion 44 and
Section 57 of the Financial Reporting Council of Nigeria Act No. 6, 2011.

22. Why the CBN continued fo invest in AMCON's Bonds in 2012 and how the CBN intends to recover
the funds invested in AMCON that are due by December 2013,

Your expeditious response on the issues enumerated above will be helpful in providing a proper
appreciation of the nation’s economic outlook.

%ars o @red.

GOODKUCK EBELE JONATHAN





