AMCON: Putting the horse before the cat 

THE first part of my article in the Guardian (2011, October 27), “A Rotten Financial System: the image of the Nigerian nation,” raised a number of questions that faults the insolvency processes of the failed Nigerian banks, and the transfer of their toxic assets to AMCON by the Central Bank of Nigeria (CBN).

Among the issues raised were whether each of the failed banks received amounts of money from the CBN commensurate to the value of their toxic assets, and whether these assets were adequately valued by the CBN before handing over tax payers money to the failed banks.

The summary was that where due processes were not followed, Nigerians may never have opportunity to assess whether the money received by each bank was enough to steer them clear of the muddled water of bankruptcy. The conclusion of that insightful article was that both the CBN and the Nigerian government failed to tell Nigerians, who conducted the valuation of the toxic assets, when and where were they valued.

I wasn’t surprised to read from the Guardian (2011, December 12), “AMCON begins valuation of borrowers’ assets.” Whether this current AMCON exercise is an afterthought or a sign of a crack in the administration of the insolvency processes pursued by the CBN is yet to be known.

One serious flaw that is already revealed is that there was no clear metrics employed by CBN before handing over taxpayer’s money to the failed banks using the toxic assets as hedge. AMCON’s valuation exercise is simply putting the cat after the horse. In other words, it is putting the horse before the cat. This looks more like a smoke screen to something or an ordinary cosmetic exercise.

One of Basel accords important requisitions to international financial and banking practices to which Nigeria subscribes to, is transparency. Emphasis is laid more on supervision. The CBN and its agent (AMCON) have not been transparent in their dealings with Nigerians on the issues of the toxic assets of the banks and the taxpayer’s money given to them in the efforts to keep them solvent. CBN’s supervisory pedigree in this matter calls for questioning.

Talking about legislative oversight, I suggested in another article, “the need to strengthen CBN’s ongoing reforms: The discretionary oversight style,” that the CBN should be proactive to risk before the risk becomes evidenced without having to point to specific rules. The current actions of AMCON are potential risks that can cause shock to the whole of the Nigerian financial system again. I am afraid to say it does not look good for the rebuilding exercise of the ongoing reforms of the CBN.
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