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President Muhammadu Buhari (2015- present) names his new cabinet. Kemi Adeosun is the new
finance minister, Emmanuel Ibe Kachikwu junior petroleum minister, and Babatunde Fashola
head of the newly merged power, works and housing ministry. Nigeria remains near the bottom
of the World Bank’s Doing Business index, in 170t position of 189 ranked countries. Negotiations
continue after the Nigerian Communications Commission (NCC) imposes a $5.2 billion fine on
MTN Nigeria Communications Ltd.

Buhari names new cabinet

President Muhammadu Buhari (2015- present) on 11 November appointed his new cabinet.! The
cabinet is smaller than that of predecessor president Goodluck Jonathan (2010-2015) with only 36
ministers.2 This is the smallest possible cabinet under the constitution, which requires one minister
from each of Nigeria’s 36 states. Buhari has awarded key portfolios to ministers from south-western
states which his All Progressives Congress (APC) dominated in the general election (see ARC
Briefing Nigeria March 2015).

"Ministers from the south-west of the country appear to have been assigned key areas (finance,
power, works and housing, as well as communications) which is to that zone's political
advantage.”3

The appointment process took seven months amid increasing concern about policy drift and Buhari’s
stalling reform process. However, the process allowed for careful deliberation and therefore an
increased likelihood of stability.4

"Selection was more carefully done than in the past; they put consideration into it. The
government took some time to evaluate the people they're bringing in. It might not be the best
but this was a better selection process than it used to be. It will help the socio-economic
landscape in the short to medium term.”s

The appointment of the government will re-energise Buhari’s political and economic reform process.

"The ministers have a lot of energy; you will see a lot of movement from critical ministries:
finance, power, works, housing, transport. All these chaps will work like crazy; people will be
surprised at how much will be achieved by the time Buhari leaves office.”

The lengthy appointment process resulted in few surprises. As expected, former Ogun State finance
commissioner and investment banker Kemi Adeosun is finance minister.”? Adeosun was an
accountant with PricewaterhouseCoopers LLP in London (United Kingdom) and an investment
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banker at Lagos-based investment bank Chapel Hill Denham Ltd.8 At her senate confirmation
hearing, Adeosun backed the Central Bank of Nigeria’'s (CBN) foreign exchange restrictions and
questioned the value of a currency devaluation.® Nevertheless, Adeosun has a reputation as a
reformer, having improved the financial position of Ogun State.10

"With her track record we expect her to come up with fiscal policies that will address the current
economic doldrums.”!1

Adeosun’s appointment is, however, divisive due to questions about her relative inexperience in
government.12

"Adeosun'’s finance portfolio came as either a pleasant surprise or a disappointment depending
on who you spoke to. Especially with her age [48] taken into account. She is either too
inexperienced or a breath of fresh air. She has a steep learning curve to contend with but can rely
on other members of the economic team for support.”3

Nigerian National Petroleum Corp (NNPC) CEO Emmanuel Ibe Kachikwu is junior petroleum
minister.14 Buhari has not formally named a petroleum minister and is expected to retain the oil
portfolio himself.15 Buhari only appointed Kachikwu as NNPC CEO in August.16 Kachikwu was
formerly vice chairman and general counsel of Exxon-Mobil (Africa) and before that held a number
of positions at Texaco Nigeria Ltd.1” Kachikwu has a positive reputation as a reform-minded
technocrat who put in place the structures to begin the long overdue reform of the NNPC.18

Okechukwu Enelamah is the new industry and investment minister. Enelamah is the CEO of Nigeria-
based private equity company African Capital Alliance.1° Former Lagos State governor Babatunde
Fashola heads the newly merged power, works and housing ministry. Lagos infrastructure improved
markedly under Fashola, despite the federal government limiting funds to the opposition state (see
ARC Nigeria Briefing March 2015). However, Fashola was unable to curb the corruption and delays
that negatively affected projects.20

"Having Fashola in an infrastructure-heavy ministry is seen by some as equivalent to having a
minister whose sole focus is on Lagos, the economic nerve centre of the country. Under previous
administrations Lagos State experienced a level of neglect characterised by bickering over
repair/maintenance of federal government infrastructure within the state. With better synergy
between the central and Lagos governments it is expected that this will be resolved to the benefit
of the city state.”?!

Current Lagos State governor Akinwunmi Ambode - considered a front for Fashola to retain
influence within the state22 - welcomed the appointment of his predecessor.23 However, there is
concern that Fashola may focus disproportionally on Lagos.




Fashola I think is a practical person - his tenure in Lagos showed his character in decision
making. He did not shy away from making decisions. We just hope that he takes good ones.
Buhari needs to understand that Fashola's knowledge is limited to Lagos and the south-west.”?4

The other powerful former governor in Buhari’s cabinet is Chibuike Rotimi Amaechi (Rivers State)
who was appointed transportation minister. While this is a lower profile portfolio than expected,
Amaechi will retain influence through his responsibility for key infrastructure projects.25 Amaechi has
a positive reputation for delivering infrastructure projects, notably roads and bridges, from his time
as governor.

Zainab Shamsuna Ahmed heads the newly merged budget and national planning ministry.26 Ahmed
is the executive secretary of the Nigeria Extractive Industries Transparency Initiative and the
former managing director of the Kaduna Industrial and Finance Co.

Buhari is expected to give his ministers a degree of autonomy rather than micromanage.

"Buhari is known for and good at delegating: he assigns responsibilities to individuals and
expects them to deliver results.”2?

Buhari will have little tolerance for those ministers who fail to meet his targets.

"A careful look at the president’s team reveals a deliberate attempt to select the best hands to
help him run the affairs of this country. And the team leaders will have to adjust to the fact that
his intolerance for indolence is legendary.”28

Buhari also reshuffled the permanent secretaries who had headed up government ministries since he
took office in May. Fatima Mede is the new permanent secretary in the budget and national planning
ministry.2 Mahmoud Isa Dutse is the new permanent secretary in the finance ministry.30

Nigeria remains near bottom of World Bank’s Doing Business index

Nigeria improved marginally in its ranking in the World Bank’s Doing Business index, rising from
170 in its 2015 report to 169 in Doing Business 2016, but remains a challenging environment in which
to operate.3! The Doing Business report provides objective measures of business regulations and their
enforcement across 189 countries, in an effort to identify legal and regulatory barriers facing
investors.32 The most notable improvement for Nigeria was a 13-place rise from 33 to 20 for
protecting minority rights, the highest ranked sub-Saharan African country in this category.33

The World Bank noted that Nigeria has strengthened minority investor protections through the
requirement that related-party transactions are subject to external review and require the approval
of disinterested shareholders.34 The improvement is largely the result of the Securities and
Exchange Commission (SEC) and Nigerian Stock Exchange (NSE) proactively seeking to uphold
minority rights. NSE rules that prohibit interested parties including shareholders, directors or proxies
from voting on transactions they stand to benefit from came into force on 1 November 2014.35 This is
despite the Companies and Allied Matters Act 1990 ensuring that all shareholders can vote at any
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general company meeting. The SEC in February 2014 published draft regulations similarly barring
beneficiaries or shareholders from voting on transactions that will benefit them.36

The reforms followed SEC interventions to protect minority rights in the face of majority shareholder-
led attempts to restructure companies. In 2013, majority shareholder United Kingdom-based
GlaxoSmithKline Plc looked to increase its share in subsidiary GlaxoSmithKline Consumer Nigeria
PLC from 46 to 75% through a tender offer.37 Minority shareholders were concerned that this would
result in GlaxoSmithKline Nigeria delisting from the NSE.38 The NSE prohibited GlaxoSmithKline from
voting on the proposed restructuring, and increasing the share price.39

Nigeria’s lowest rankings are for trading across borders (182), getting electricity (181) and
registering property (181). These rankings were not substantially different from 2015, showing the
persistence of business bottlenecks in Nigeria. Electricity especially is a long-standing investor
concern.

“The obstacles include gas availability and pricing, the ability of the market to sustain

itself, vandalism and theft. Financing is a concern. The government's power intervention fund
recently stopped the disbursement of funds due to concerns about the distribution companies’
ability to repay. They have attributed this to the current tariff regime which needs to be
reexamined.”0

The Nigeria ranking is also indicative of the exclusion of factors related to political risk and
macroeconomic stability. While Nigeria’s political risk profile has improved following the successful
March 2015 general election, the economy remains overly dependent on the oil sector. The CBN
remains reluctant to loosen monetary policy. In October, former CBN governor Lamido Sanusi
criticised his successor Godwin Emefile’s refusal to devalue the naira as well as the CBN'’s foreign
currency restrictions. A devaluation of the naira may be coming.

“They will do the adjustment when they do the budget. They need the fiscal space. They will look
to Angola’s managed devaluation [in progress since June] for inspiration.”#

A close working relationship between the Budget Office and the National Planning Commission
(NPC) has allowed work to begin on next year’s budget earlier than usual.42 Delays to the Nigerian
budget are the norm due to disputes between the executive and the legislative. To avoid this, new
Budget Office director general Yahaya Gusau has started informal consultations with the national
assembly before the submission of the budget.3 The NPC and the Budget Office have completed work
on an initial planning document which forecasts 3.4% growth in 2015 and 4.4% in 2016.44 Crude oil
output is projected to increase from 2.11 million barrels per day (bpd) to 2.20 million bpd.4> The
initial planning document calls for the private sector to play a greater role in infrastructure
development. Vice president Yemi Osinbajo on 20 October announced a planned $25 billion
infrastructure investment fund combining both state and private financing.46
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MTN Nigeria faces $5.2 billion fine

The Nigerian Communications Commission (NCC) imposed a $5.2 billion fine on South Africa-
based MTN Group Ltd subsidiary MTN Nigeria Communications Ltd on 27 October.4” While a
compromise settlement is probable, the scale of the fine will deter future investment in the Nigerian
telecommunications sector. The NCC imposed the fine after MTN Nigeria failed to comply with a
directive to disconnect unregistered SIM cards before August.48 Nigeria is MTN Group’s largest
market, accounting for 37% of total revenue.#® MTN first entered Nigeria in 2001. The NCC sanction
resulted in a 22% decrease in the company’s share value on the Johannesburg Stock Exchange (JSE)
and a suspension in trading on 2 November.50¢ MTN Group originally had until 16 November to pay the
fine but the Nigerian government has pushed it back indefinitely to allow negotiations to continue.

Relations between MTN Group and the NCC remain positive. On 2 November, the NCC approved the
renewal of MTN Group’s operating and digital mobile licence until August 2021.51 MTN Group had to
pay $94.2m by 31 December to secure the licence extension. The extension increases the likelihood
that MTN Group and the NCC will successfully negotiate a compromise over the level of the penalty.

The rapid growth in Nigeria’s telecommunications market requires investment to meet its
infrastructure requirements. Overly aggressive regulatory oversight will undermine investor
confidence in the sector as well as wider sentiments. The MTN fine follows fines imposed in the
banking sector on Stanbic IBTC Holdings Plc, United Bank for Africa Plc and First Bank of Nigeria

Ltd.
“It is ironic that MTN finds itself in this position, as it was influential in defining the regulations
at the outset. The interface between government and business is increasingly via the regulator.”?
Implications

Clarity about government policy and direction will only emerge slowly as both ministers and civil
service appointees take time to settle in. The merging of ministries will increase uncertainty, with turf
wars further delaying decision making. Whether or not the government is successful in implementing
Buhari’s reform agenda will largely depend on his management, especially of the politically ambitious
former governors. While the government will likely prove stable, limited reshuffles are probable as
ministers struggle to address the structural and political challenges that face Nigeria.

Nigeria is a persistently challenging environment in which to operate. The World Bank ranking is
symptomatic of wider investment concerns. It is worth noting that the index excludes corruption and
macroeconomic concerns that undermine business confidence and will continue to deter risk averse
investors from Nigeria.

There are two prevailing views of the current impasse between the NCC and MTN: the size of the fine
risks damaging Nigeria's efforts to shake off its image as a risky frontier market for international
investors; the fine shows Nigerian regulators are keen to enforce the laws. The ongoing negotiations
and the nature and size of the eventual penalty will determine which of these views prevails.
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About Africa Risk Consulting:

Africa Risk Consulting (ARC) is a pan-African consulting company that provides timely, relevant
information and advice that enables its clients to take informed investment decisions and to
safeguard their reputations.

ARC’s core consulting services include integrity due diligence and corporate investigations, political
advisory and country assessments, opportunity monitoring and reputation risk management. Most
relevant to private equity firms is ARC’s integrity due diligence and corporate investigations
capability. Specifically, ARC offers pre-deal integrity checks to highlight red flags before negotiations
start; full detailed multi-jurisdictional reputation due diligence; and supplier and senior hire vetting
and repeat due diligence for compliance programmes. ARC is unique in that it offers a 10-day delivery
for a routine integrity due diligence. ARC also offers a suite of corporate investigations services from
immediate investigation, evidence gathering, e-discovery, forensic accounting and whistleblower
support on one end to crisis media management and regular monitoring on the other.

www.africariskconsulting.com

About ARC Briefing:
ARC Briefing is ARC'’s essential online business information service.

Companies at any stage in their Africa expansion, whether building or communicating an Africa
strategy, investing directly, expanding current operations, financing other investors, doing the legal
leg-work or researching the Africa growth trend, need ARC Briefing.

ARC Briefing is an online information service keeping you:
* Up to date with Country Chronologies of business-critical events

* In the know via Country Briefings on political, economic, business and operating trends.
Written in-country, ARC experts analyse and comment

* Ahead with Country Planner which details future elections, budgets, regulatory changes etc.

www.briefing.africariskconsulting.com

Getting in touch

Please contact us by email info@africariskconsulting.com or call + 44 (0) 20 7078 4080

Follow us on Twitter: @ARCBriefing




