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ABSTRACT

Banki ng activites consistB of functions that varies in both
performance and risk, the risk that a banker generally faces are
either of non-perfornance by those that are supposed to or that
of having a run i.e, cash shortage which can n sone cases be
avoi ded through a prudent nmanagenent of the resources avail abl e.

The other risk is that of non-perfornance, i.e. those granted
loans refusing or not being able to neet the conditions
subsequent to the loan already granted. It is the aimof this
study to examne how these l|loans are being granted and the
neasures involved in collecting or retrieving the said | cans or
advances grant ed.

Chapter one | ooks at the inportance of lending in a banker's
nornal activities, the position and of course the desire of the
banker were both enunerated in the chapter. Chapter two
di scusses the relevant topic as discussed in available literature
and of course the opinions of |eading financial experts on the
topi ¢ under discussion were perused, enunerated and anal ysed in
line wth the stated objective of the study.

Chapter three discussed the evolution of nodern conmer cial
banking in Ngeria uptill the later part of the 20th century,
types of loans available in Ngerian conmercial banks were al so
noted as well as the traditional functions of a commercial bank

as specified in the banki ng act.
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Chapter four contains tbe data that were gathered in the
course of the study and of course their analysis. The study
| ooks at what is being practiced vis-a-vis what are contained in
the books. Chapter five sumarises the findings of the study and
concl usi ons were reached and appropriate recommendati ons ai ned at
i nproving the shortcomngs of the bank were proffered and thus if
followed, could go a long way towards inproving the services of

t he bank.



1.1 1INTRODUCTION

The development and indeed growth of a modern economy to a
large extent depends on not only the width but also the depth of
it's financial industry. Commercial Banks due to their functions
kappens to possess ithe most powerful resources than any other
industry or sector in the economy both in value and of course
volume, because they are charged with the responsibility of
creating wore and more money for the utilisation of those within
the econoay.

One of ihe main functioms of the banking ndustry is the
creation of funds for those that are in need but in deficit and
destruction or lavesiing same for those that are in surplus.
These two divergent but convergent function has to be done in
suckh a way that the objective and policles of the concerned
institutions would be achieved and further enhanced.

Creation of money does not necessarily implied that some kind
vf manufacturing activities has to be undertaken before this can
be done but that the bank colliects surplus from it's customers as
deposits into their warious accounts and the bank in turn makes
these funds available as loans to those in deficit with a
conditior of future payment with a stated date at, or before, a

given date.



It is wortbwhile to note here that a benk does oot just meke
 available the surplus to ail and sundry on application rather
- there are laid down rules and procedures governink thia function

and of couree the retrieval of the funde from the debtors as and

, when due. This of course, has to be done in euch a way that

. neither the two inetitutions (bank and {the debtor(s)) nor the
economy suffers either by withholding credit or haphazard
extension of credit which would lead to over-expansion in the

$COROWY. This is one of the main reason why the Government

through the central berk tries or rather attempts controlliag

this furction of <the Commercial Banke nore than any other
function, |

Thus, credit policy encompasses the credit analysis,
approving, fund disbursement and loans monitoring 1o enmure
repaynent of not eonly the principal but also the accompanied
rate. In other words, credit control refers to the credit

appraisal and administration in a bank.

1.2 SIATEMERT OF THE PRORLEN _
Lending, with it's high nﬁtendant risks, generates the
greater part of & bank's revenuve and thue their profit.
lending 1f properly administered would form the catalyst for
economy growth and development. .
Banks, most especially, government-owned are now operating

voder stirict and uvnconfortabdble circumstance due to introduction

of the prudential guideliness.



1.8 DRIEGTIVES OF THE STUDY
It is the objective of this study to critically examine the
lending policy of the Commercial Banks with the sole aim of
identifying lapses if any and tuv recommend seclutlond(s) to such.
There is also the need to speclalise on a specific bank
instead of generalising, thie would further gives one the idea of
the concerned bank's internal working system,

It is alsc the alm of this study given the internal structure
of AFRIBANK and the various rules governing the credit function,
deternine the success or otherwise of the bank as well as the
lavel of efficieccy in ii's performance.

It ie alep hoped that this study would be found adeguate as a
reference and useful In the field of "Credit and Lending Policies
in Rigerian Cowmmercial Banks and AFRIBANK especially which are
though in demand but short in academic curriculum.

1.4 HYPUTHEGIS QF THE STUDY

Despite the lald down procedures and rules governing credii
ap;;raisal and approval by the central bank and individual bank’'s
own specific and stated rules, commercial banks don't perform as
expected. il . ... 0. |

Loans are times granted not because éuch credit ﬁeets the
requirements of the bank or that of the central bank but rather

due to personal ties with those that be in the bank,
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iénding fofns a source of greater part of bank's revenus and
thus their prnfit;hnd lending ic a factor of the bad and doubiful
Fdebt p a bamk, - . .+ o o e Ee
1.5 SCOPE OP THE STUOX - .o - = ¢ o o . L
*¢u i This study is llmited to only AFRIBANK (BIG> LTD, hehéé, the
wark is entitled "Credit Control in Commercial Banks, a study of
AFRIBARK (NIG} LTD", and reosearch work were carried out im three
banches of the bank, 1.e Zaria, EKaduna South and Abuja Main
JI;Branches. T T S SRy ST ST o

Those in the credit department as well as those with credit
granting authority forms the larger part of those that were
intervewed and observed for the purpose of this study,

Ewpbasis was placed on the kind of credit granted, why and
how they are granted and repaid. The researcher aisc deems it
fit to sample as much as three branches in order 4o eliminate
those features that are inkerent in each branch given that
branch's circumstances 5o as to arrive at an objective
conclusion. LN

o bike most work of this nature, time and finance poses as
constraints but noretheless the study was conducted and completed
in record time with satisfactions thougk 1iterature on the
subject are relatively mcarce, I believe therefore, this would

serve to be a valuable reference on this subject.



1.4 RESEARCH METHOD

The methods used were interview and observation. Because
the need to protect respondente is paramounts, the researcher
deems it it not to commit anybody in writing, thus, these two
methode provides both the researcher and the respondents the
opportunity to express feeling and opiniovns that would otherwise
nut be stated.

It also afforde the researcher the chance to communicate one-
on-one with each respondent and consequently observe other body
languages which would have bteen utterly impoesible ctherwise.

Questionnaire was discouraged dve to the sensitivity of the
topic, for it terds tc lay bare the essential functions of the
bank, second, most of the respondents were reluctanl in answering
the questionnaires. And personally, the researcher believes that
quaestioenaires tend to be restrictive for this kind of study
noreover answers, atimes vague, would only be provided to
guestione asked, it dees not afford one the opportunity to
exprece opeeelf furthsr due to atimes space or time constrain,

The r=searcher alep perused existing literatures on banks,
(AFRIBANK in  particular), lending policies and credit

adminictration as well as finencial journale and reviews.

1.7 DEEINITION OF CONCERTS
In order to appreciate this study, there is the need to

defire those words that were frequently used in this study.
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.. (i) Credit: Befers to mking available to sbmacne goode or
: value now in return for a promise to repay the sxact or higher

* goods or value at a later date.
- - (11) Creditor: The persom or institution that is granting the
credit in good or value to the other party. . .. . . °
(111> Collsteral: This refersc to & valuable that is pledged
against the non-performance of the creditor, in most cases, Asset

are used as collateral and in rare cases insurance policy. .

S LR B TR D P A et e
(1v) Dabtor: The party or institoton to which the credit is
granted in goods ar value.

1, e I T L T e

ws Ny e Y Lt -

{v) Bad and Douwtfu Debis: Refers t0 a matured debi that for one
reascn or the other has not been made good y the debtor etber in

principal er rates or hoth. .

{vi) Default: Refers to the inmability of the debtor to repay the

loan collected from the creditor <(bank). N .



2.1 IRTRODUCIION < .~ - . - . T,

- The basis of any credit system rests upor good faitk of
thosa who irade upon their credit, credit itself i derived from
-the Latir word, “Credo™ which means belleve or trust. The fact
‘that good faith is general rather than exceptional does not
detract the importance of a close scrutiny of those ovcoasional
instances whera good faith is lacking. The creditor hazs a dual
.reaponsibility, the weed to sesrch for and avoid dishonest
debtors and the second ie to protect the prospective debtor as
well as bimself from the debtor's imprudence, N
.+ . Thus credit analyeis is conducted o determine whether the
prospective debtor ie acting in good faith or whether he is
misjudging he financial position and therefore his ability to pay
his debts. Hence a deficiency im one or two of Se's of credit
may still accord ome the required loan if cff-setted by an excess
in another except of course Iif the declency is that of character
vhich can never be ciff-eet by either capacity, condition, capital
or the co-signore excemsses, .

But it should not be assumed that there is a rigid standard
by whichk a rigk is appraised as accepiable or unacceptable. Each
credit analyst fixes his own standard, and the standard of a
single concern may be quite elastic, nor should it be assumed

that each of the factorse be considered in isolation. All the
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factors may be -;apyfh:aised as ocmue anit at tbhe s?qp_wj:lna. The
requirement is that- a1l the factors should menkure up o the

required standard. .

¥ . . . . A -t R

2.2 EACTURS OF CREDIT RISK ' i .oefte o oo
A credit risk bas a value and this depends on the following:
<y . S mak |

- ot i,

2.2.1 (HARACTER

: “-WL .+ . . Credit analyste place emphasis on chnracte.r ﬁhan
] consldering the factor essential to satisfactory risk. Character
iz defined as a moral endownment lncapable of doing more than
directing the force in capacity and capltal Lo redeem a credit
obligatione. Character ie thus, an intangible possession which
may bYe essily stimlated while the credit analyst seeks to
appraise character, what he ueuzlly ends wp investigation is in
reality reputaton because character 18 within the man himself
whilo reputation i in the mind of others. _ |
But appraisal of character is difficult because it does n§£
. possess any unit of peasurement, hence we can only describe it as
being kigh or low. Thus lack of character may sgnifies an
intention to defraud the creditor because this shows lack of
willingness to repay credit applications and deternmination to
~ repay. _
| Though it is true that in the event of defawlt, the creditor

may have recourse to law to exert repayment, credit men have
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- found to their j@immmy that the cost of 1{tigation may be
prohibitive, thys, the guiding principle is not: &) deal with

rascals.

: K - e i ' ¥ . . . - 3

2.2.2 CARSCITY. . . - i
- Thie refers to the sbility of the debtor to repay Ms
credit, the amount of capacity to a large extent is determined by
his abllity te hold or possess fund with whick to repay his loan
and can be influencad by the debtor's willingness to repay, .e.,
clﬁamctar. B S LY TR

Therefore, the prospective debtor is evaluated as to wheth_ar
he has the capacity to collect the credit and of caﬁr;se .thal
Icapacity or abilty to repay the said loan granted as and wken

due.

2.2.3 GAPITAL . . . %<, .- .

This 1involves the quantity of resources that are at the
debtor's dispusal. That is, the extent and form of his present
and prospective amsels ito ensure repayments either before or at
maturity. R

It should be noted that a debtor’'s initial capital in a
project, to a credit analyst, signifies willingness to repay,
since 1t is lpgical that such a debtor would do all within his

means to make a swocess of the project or at least recoup his

capital.
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2.2.4 COERITIGR e

."..,_‘--..,'..;,,.r & . . > I v
e Refers to.fthe axtent tu which a debtor! mi¥be atded or

fﬁiﬁderad by businges condition in converting his assats into caeh
or meking a success of his project before the weturity of the
- dabt. This condition is not only restricted to the business
;1tsalf but also meant to encompees prevailing economic conditiouns
since a given that s buelnees concern ie omly a unit {n the whole
,Bystem.f.ﬁ '

B R R - T oo . R - . . oo
B . v A . B . . . Y

2.2.5 COLATERAL ) ':,,.'..__g___, wy e w e e A_..--" .?._\.‘I ._"'_7‘ ‘.

“'I’t‘" ¥

e ',: This involves a valuable acsets that the debtor pledges
againzt ron-repayment of the credit. Collateral maybe in either
a guarantor{(s) or as in mowl cases a valuvable assets that can
easily be dispoeed of thrmgh!" sale or auction in order to off-set
the loan,
. _\:.'
2,3 LENDING POLIGIES |
Credit forms ops of the most impurtant activity ouwt of an

average commeycial bank’'s seven activities. A colossal sum of an
average commercial bank's assets are in credit grants. Thue,
there is the meed to formlate a sound apg stable lendiog
polictes if the bank should achieve one of it's main objectives.

Grosse (1963) believes that a well concelved lending policies
ard prudent credit practices would contribute to an effective and

efficient performance in credit =5 well as minimise or elininate

the risk inberent in any credit. It i{s jmportant to aote that
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apart from a bank®:_lending policies which shmldt“bl‘.mbject.d to
periodcal review, aleredit analyst is expected to evolve a system
which skould complement the general rules and guideliness of the
bank.

There are instances vhere the number and type of loans
required to some extent spelt ovt some cther factors that must be
consldered apart from those that have been laid down by the bank,
It is notewsrthy to mention that an analyst must seek the
legitimacy of the loan being sought, i.e, whether the need is
genvine or not. The prospective debtor's well-being, the
communities growth and stability are the basis for and a credit's
legitimacy, where such a lpan would prove unfortunate to the
community and the debtor, then such loan has no legitimacy,
Wareover, the banker is expected to he conversant enough with the
comminity that he be ale to determine the extent and kind of loan
that those in the community would desire. Thus what should
determine legitimacy of the credit should be the genuinety of the
prospective debtor's needs for credit and the bank’'s ability to
meel those peeds rather than a pre-conceived idea(s) or pereonal
relationship,

The second aspect i{n lending policies ie payment. Credit,
defined functionally, 1s making available surplue capital to
those in deficit with a pledge to repay at a future date with a
stated rate, hence it is refers to as life-blood of the economy.

Thus, & credit that ceases to flow is said to be non-performing,



hence, the need to ensure that all loans granted are repald as
and when dus andi’thfs is only poseible if the hinkftnvqstignttl
the project belng flpanced and mapped out plan not only for the
exacution end disursement of the fund but alsoc the performance
and repayment of the fund granted however secured the loan might
be.

Ancther aspect that the banks should concern themselves with
is the prudent uvtilisation of the credit. Imstances abound where
the loan granted are dlverted to areas that were not discliosed to
the bank. Thue, the bank ought to participate in direct
financing in cases where the credit is neant for project
financing as is the case in most instances,

The bank should, as earlier cn mestioned, spelt out the
schedule of all credii granted, if the bank {s to make a success
put of it's credit granting furction because accardiung to Pius
Okadigbo, (1981) loans and advances in Nigeria are treated almost
like a grant by the customers since with the collusion of the
staff and? a purposely inefficient book-keeping the bank will not

press it's claims when the credil are due.

2.4 APPRAISAL TRCHNIQUES

Banks are known to possese funds that are in excess of their
capital, these excesses are primarily from deposits and this
enables them to lend out these excesses to those that are in need

pf funde, As earlier un mentioned, bank's activity is largely
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stoncerned with the él‘iscranti D and mnagamnt. uf ﬁcréijit or debt

ipstrument. Bi:ﬁ;e “banks are highly gemred lenﬂe:;;. Donaldsom

© .. (1079) is of the opinicn that commercial banks attitude to risk
and risk control becomes conditionm tecause a loss of a small
percentage wf it's loan can wipe out it's capital.

el TR In  order to effectively and sfficiently perform this
function, ithke banks have realised that customer’s trust is of
importance. Thus, confidessce in the character of a customer iz a
vital criteria ian appraising a lwan.  According to Dr. Fell V.
Sunderiand (1874 onost benks concerned thempelves with the
expecled future earning of the applicant in grantiog the loan,
Though ecme of the loans are not repaid but are consistently
renewed desplte their high futurs earninge indicatitipn, This is
bzemuse funds iaken for short term are saded yp being used for
long term ilpvestaent, thus, ike maturity date mre in most cases
insufficient for the project that was signified to the bank.

A Ioan that was granted without yproper =monitoring or
superviseinn is liables to defmult and in order io prudently do
this, an applicatina should from tbhe Iinitial stage be screened
and invesipated to reveal the viabllity, source of repayment, the
atility and quantity of such espurce and othier coredt factors. A&
lpan that is badly appraised cannol be adeguately monitored.

The credit analyst is xlso expected tn appraise most
impertantly the other credit factors earlier on mentioned, these

should be considered in isolation of one another but together.
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4B earlier on pn..ilnté:'l ocut lack of trust. oh the customer gives the
‘bank the right to discard any propusition. Acc:;fding te Elliot
(1989) any factor in the past conduct of an applicant that have
- caused a2 banker to doudbt the integrity of the customer can
trigger an alarm in the mind of the banker. |

Capability of the applicant should be considered, that is,
-whether he possesees the expertise and machinery to execute the
project that the loan was intended for mnd this consequently
leads to purpose for which the loan is being required which
should alsc attract the attention of the credit analyst. He
shouid ensure that the loan is not meant for speculative but
rather a prudential and legal investment. . R . h-_ R

The credit analyet must be versatile so that he mld be able
to detsrmine the extent of the fund needed for the required
project and the loan should be scheduled in such a way that
aeither the bank nor the customer wowld eventually be harmed in
any way and this schedule comprises of the mode ard time of
repayrent, uwtilisatiom etc so that the need to resort to forced
sale of collateral won't arise,

The bank should also appraised the security pledged against
the loan, and ip doing this, the bank should accept only
securities whose value is over and above the value of the lpan,
i.e, 1t is better to be over—secured than undersecurad.

The condition of the business concern should also be of

importance to the credit analyst, thus, a credit analyst should
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| be ;ﬁlé to collect 'infnrmtinn and date abput any particular
sector within the econony so that the future perfbrmﬁnoe of that
firm can be ascertainsd vis-a~vis the performance of it's own
industry and the factors that are considered mostly are:

1) Past performance  {(Balance Sheeis). :..

(i1) Expertise (Human apd Material Resources) L
({1} Finamce . - - . {(Coste and Bxpenses) & o | U
{iw) Future Ferfcrmancae {Proforma Balance Sheét} e xﬁJ,&?nm~fwﬁ
(v) Risks involved ({Econpmic Condition and Charater) of

| applicant. = - o

-

"o . . . : PR

. The need to monitor loanms granted by banke canmot be over
erxphasised as realised by banks if the utltimate alm of lendiag
is to be achieved, i.e, to repay as and when dve. This can be
done ether by concentration of perifolio, geographically, by
industry or any other methnd that hae some implicatione for tbe
banks treasury sad are also vital credit factors. Though it ie

far better and objective to evolve a form of rating system which
mkes t possible it analyse and evaluate the perforsence of a
specific portfolia. T RSO0 A DU N R

All commercial banks use external Auditors and Examiners or
bank inspectors as an independent check. Reuben (1881}
identified three possible methods advanced by Dopaldeon (1979}

witk which to monitor loan portfcllo and these are:
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2.5.1 CONTINUING QUALITY CONTROL

This involvee constant quality controls wihin-each branch
at Head Office. The continous review maybe made by the general
management of the bank either in the form of a credit committee
or by continuous review by branch managers.

There should also exist a specialist who surveys and reports
on the quality of the lending, the quality of the individual
lpans, the authorities in each case and effective co-operation
within the department. He is expected to do a detailed job,

identify and follow problems, and supervise the loan,

2.5.2 LOAN DEPARTMENT

Thic refers to establishing a loan audit department with a
reporting authority directly to the senior manager through the
controller or Accountant. The avdit may include full analysis of
some of the borrowers but more often reviews the gquality of the

analysis done befpre the loans were made,

2.5.3 IESPECTION

Thie is similar to audit department but is characterised
by a team vsually of line bankers that inspects all branches and
Head Office divisions on periodic basis. Each inspection is
usually carriied out as a surprise examipatiom with no set
interval or warning. They, more often, examine the

docummentation of loans, controlling the follow-up of payments or
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collateral. They appear more interested with lai’d procedures of
bauking activity and lending just happen to be one of them rather

itban whether subsequent check have been made on any loan.

2.6 FINARCIAL CONVENANT AND RATIOS
Ths involves the use of bhistorical information of a

particular firm +to determine, analysed and forecast the
performance of that firm in relation to the loan being sought.
And this should be with the co-operation of the borrower with
both parties agreeing to what the customer expects to do and why
and what degree of deteriocration i more than a normal
fluctuation.

it should be noted that the purpose of these clauses is not
to eunable the bank control the borrower cor with very limited
exception to veto but certainly the right of veto may arise only
where a change threatens to weaken the banker's position. Thus
copvenante are intended to give the bank the right to discuss
ratber than veto.

As earlier on mentioned, apart from a bank's specific
regulations and lending policies, a credit analyst is expected to
evolve a perscnal rating system giving the circumstance of the
applicant 2as well as the amount and the project the loan is being
sought. Some have esuggested the use of mathematical rating
formulas which could assist a credit manager in his functionm.

The procedura, according to Reuben (1991) is tp identify certain
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factore relevant to the applicant and the loan, these are rated
and valved in percentagee whick are then used agaimst the loan

being spught. An example by Dr. Neil (1974) can be seen below.

Factors Value in percentage
Character 30
Attitnde 15
Ability to pay 15
Proepect for the future 12
Busziness history 10
Ratio of value of property to income 7

Fatiop of monthly/periodical morigage payment 6
Associates 5
Total W {10’y S

A passing grade 1s then deternined depending upon the
discretion of the credit managers. It should be noted this
exclude the consideration of the Five C's of credit by a credit
analyst, the exercise is thus considered with a lot of pessimisnm
because it ir misleading since it attempts to provide numerical
precielor in an iuprecise matter.

Therefore, according to Seder (1977), the best credit risk is
a solild, stable, responsible customer who 1s concentious about
keeping his committrente and promises, who bas a life style that

is charactericed by sense of duty, integrity and steadfastness,
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1.e, a person who promises nn more than he can "!ialiver and who
delivers what he has promised. A person who isi.kntwn, who has
been around for socmetime and will be around for a good while
longer.

Furthermore, Revben (1991) {8 of the view that stability and
coptinuity of business and indeed of personal bhabits are
desirable. Thue an applicant that constantly revised bhis
business ghould not he taken seriously. Stability,
responsibllity and predictabllity have been posted by Seder
(1677) as the characteristics of a good credit risk while
flamboyauce, unichiblted bahaviour, excitement, impulsive
behaviour, unpredictabllity and rash behaviour constitute the

mark of a poor credit risk.
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¥odern Commercial nking dates bac:k to the early oolonial

period. The activities of the transpatipnal corporations, the

<« financial trapsactions of the colonial govermment, the decline of

the barter éysﬁen of trade and the increasing acceptance of
British Silver Currency and other reasons prompted the authority

to invite in 1882. The Africar Bankiag Corpuration based in

o Scmthﬁrica to open a branch office in Lagos.

The African Banking Corporation wae therefore the first

modern commercial bank to open a branch in Lagos but it's

existence was made .p':'rac'ar'iuua by the trade recession thet hit

Lagos that year. The bank was taken over by Eider Dempster and
Company which rapn it as a private bank until December 1892 when
the bank of Brtish Vest Africa (now Xmown as First Bank) was

organised and registered in London with an authorised capital of

2100, 000, 00,

The bank of British West Africa opemed t's first pranch in
Lngos in 1894.. Five yeare later the Paiges irading i#irms in
Eastern Figeria unpder the leadership of the Royal Niger Company
establighed the bank of Nigeria. Though this was absorbed by the
Bank of British ¥Vest Africa in 1912.

The bank virtually monopolieed all banking activities in

Figeria up till 1916 when the colonial bank came into the scene
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and within 4 years had established 15 branchee in Vest Africa.
This bank was lq,ti_;;ita.kan over by Barclays Bank ip 1825 to form,
together wth th;}iﬁkln-sgyptiau Bank and the Fational 3Bank of
South Africa, the new Barclays Bank. United Bank for Africa alsc
Joined the race, and these three, foreign thovgh, between ihem
dominate the bankiung industry in Rigeria and in 1950 were jolned
by IBVA and alongside the other existing banks provides bankiag
services to Nigerian businessnmen,

Before the advent of IBVA, efforts were made by Nigerian
businesspen to establieh their own indigeriove banks, for
according to them the expartriate banks Lave 1not Dbeen
particularly interested in gving them the ass slance they
normally require to promote their busipess. The first efforl was
the establishment in Lagos of the Industrial aud Comsercial bank
in 1929 which, due to inadequate capital, Ineuiperienced bank
management and accounting as well as (he depreseing eoonomy
prevalling tiben, went into liquidatiomn In 1630. The Figerian
¥erchant Bank which was formed in 1931 by the same management
suffered losses until 1935 when it went nto self-liquidation,

Successful indigerous banking effort in Rigeria began with
the establichment of the Natiomal Baok of Nigeria in 1850 with a
nominal capital of #20,000.00. The succese of Natlional Baok of
Kigeria and the cortinuing need o provide bank credit to
indigenovs enterprises and the buoyancy of economic conditions
during the post-war years encouraged others to establish

indigencus banke.
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To thia anc“'.":*tﬁ@ Figerian Farmers’ and Commercial Hank wms
. £,
B .
© incorporated in- 1947 with an auvthorised captal of - #60, 000.00.
Thie was followed by the establishment in 1948 of the African
Contineptal Bank and the Pan Figeria Bank In 1951 Ly indigenuus

e

businessmen.
3.2 PFUBCTIONS QOF 4 CONEERCIAL BANY

o Commercial banks, world over, were formerly restricted to
tﬁn main functions, whick, acoprding to Ettiner and Goliier
(1962> ara: v .. -

{1} To advance funds on the basis of loan, and
{1i> To receive deposits for safe-keeping and consequently
maintain savings, fixed or current account for their cusiomers.

- .. But modern bankings kave heen known to veer into umore risky
and treacherous terraln than obtained in receni past. Even the
Federal governmont bas compelled them to wade into these murky
areat ‘that needs so much inancing which unfortunately the banks
were runniang away from. |

Banks are now known 30 be engaged in providiang facilities for
trapsfer of funde, Estate Managemont, 01} Prospecting, advising
in insurance matters, =safe keeping of valuable, brukerage
services, provision of night safe facilities, off{-shore
financing, merchan! banking eic. which to a large exteni have
made some banks great but bze inarguably made them all the mure

important,
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~weo However, 1t mpet be emphasised that a greater percentage of
‘*- bank’s resources exposure are in loan account which in most cases

are for one year aud in some rare instances five years,
AT TR

™

3.3 TIPES OF LOAKS
<7 The traditionsl theory holds that commercial banks should be

¢« -1limited to waking loane for shart periods to provide temporary

= working capital to finance current operations (R.G. Thomas 1877).

- .» However, this type of loans fall short of customers demand

oo

Tﬁzconplad with nthéfhlﬁcfgtivé investments, banks have generally
adopte a more aggressive and positive practice of embarking oo
uidé and varied loan program. _:?Tf_f T T I P

e Therefore, banks have; bé;n claseified into varicus forums
based on the purpose of the loan. These classes are;

..44)  Loans to business (Commercial and Industrial Enterprises)

| j"‘?ﬁ?‘ ‘

i
.

Losns to Agriculture -~ =7 "
(411} Loans for purchasing and carrying securities

(iv> Loans on real Estate Morigages

AP . o
fa . . . S

(v) Custoner loans,
(vi} Othker loass. 7.0 i, .-

" +.. These loans are categorised into two classes, i.e., secured
and unmecured loans. Secured loans are thﬁse where the bank

obtains some protection over and above that afforded by the
debtor’'s pignature on the note. The securities may coneist of

Pledged Securities, Warehouse, receipts, liev on equipment and
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other chaﬁ.a}a li:rr &itla theretn, real Eartate mrtgaga and
- a-aaignimnt of rmivnblaa and future income from investment.
Vhiilas uneecured loans are those granted without the pled,ga

.. of any security as collateral. These are usually granted to

- reputable customers who possesses mufficient character, capacity,

. and opportuniity for profitable operations te justify the loan
and in most cases thié is largely due to lack of commndity that
can be conveniently pledged. It is note worthy to mention that
moet banks prefer the secured loan for this giver them an edge

'when it comes to retrieval.



APRIBARE received barking licence Qn Gctﬁber 20, 1958 and
opaned it’s first branch in the city of Kano on Janusry 4, 1960,
It wee then known as BRanque Interrzatiomale Pour L' Afrigue
Goctdentale <BIAGY.

The nrigin.nf BIAD dates back to arcund 1853 when the bank
Iwng.first eatatliched in Sepegal, it was thaen known as Bamqua duy. -
Banegal . Later, this was changed to Harque Pour L' Aifrique
Oceldentale (BAQD, The ward “"iaternationale® was added later
when the Bank's ownership included the First Batioanal City Bank.

(BAQ) was one of the filrst beaanks to set up shop in Vest
Africa. At a point, the Bark's activities in the area were so
pervading that it was given the avilkority to issve currency notes
(s Central Bank Ponction} in the Fremch Speaking Vest African
Countries. IBVA/ARRIBANK was esiablished as a subsidiary of
BIAD. |

Iz compliance with the Federal Guvérnnent’a orders, the
Bank's Headquarters was in 1960 set up at 94, Brouad Streetl Lagos,
It has renained there till today. The establishment of
IBVA/AFRIBARY coincided with the emergence of the covniry's oil
findustry. The bark developed links with some ©il companies and
thir prompted the esmtablishment of two more branches in Port

Harcourt and Aba just before the outbreak of the civil War in
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oo 1967, With the ?’;&iagmog of the Kiéerian CQmﬁaniés Becres in
10688, {t became f@rative for 211 firms operating in Kigeria to

cee be inc-n;'gnratnd as Nigerian Companies. {n May 30, 1969, BIADC was
. incnrpu!-':}beé i.xla the country as a limited liability company under
.+ tlhe pame Tnternatiocosl Bank for West Africa (IBVA} the Engligh

A S

equivalent of BIAD.

-

- On account of indegenisation, the Federal ¥ilitary Government

in 1676 acquired 60 percent of the equity etructure and this left

'-".’:"1. BIAD with 40% of the IBWA/AFRIBAEK equity capital. By December
« 1978, the bank got her share Iincreased from #3.0 nmilllieon to #6
- million. In 1971, the bank got her first Nigerian Chairman in
the persom of Alhaji T. Galadima. That same year, RIAQ herself
experenced changes in hé:lr- |:Imn equity structure. The Uniomn Bank
of Switzerland bought over 20% of BIADO equity capital, beld at
wo....the time by Citibank KN.A.A percentage of the 20% of BIAO's
remaining share was taken up by Baaco da Brazil, while the
remaining was bought by the "Compagnce Internaticnale Africaine
de Banque Holdany S5.A. Luxerkbourg®.
' The year 1979 saw the paid-up cai:dtal of IBiAMFRIBAB‘K
in&raaaing to #15 million, also that year saw for the first the
appointment of a Nigerian as the bank’'s Managing Drector in the
‘permson of Mr. 0.0, Dlashkors (Current Secretary of Finance in the
Transiticonal Council). In 1980, the Federal Government gave up
10% of ber equity holding in the bank Lo staif. Two years later,

the bank adopted AFRIBANK as her sub-name and fimally changed
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it's.name fa Af%%%gﬁx'niGERiﬁ.LIKITED with effeqt from Januvary,
1, 1990, .;ﬁﬁ_ﬁit¥&;i_ o ."' C __.Eﬁﬁig‘ “¢=

Over the years, AFRIBAKK has grown into a gronp currently
nade up of: o oeveroa o

2

(5> AFRIBARY (XIG) LTD: - . e A
-JgJﬁf:;Thia is the parent company of the grdup, it pa}fbrns the
-.rélelnf'a holding company for the group in additicn to it's main
: activity as a commercial bank,
(11) AFRIRANK INTERNATIOFAL LIHITED (Marchant Bankered:
it The establishment of the bawk makes AFRIBANE (NIG) LTD the
first Kigeran Bank (o owvp and run a wholly-owned Dbankiug
subsidiary. It reveived it's banking licence in March 1990 to
| provide investment and Merchanut Banking Services in the areas of
f“.¢nrporate Filnance, Fundes Management, equipment leasing, Financial
Advisory ;nd internationally banking among others.

5

{11i) AFRIBA¥K INSURANCE BROKERS: .
The emergence of this firm makes the bauke the first to
entabliszh 1it's own insurance brokerage company, though it's

services are strictly reserved for AFRIBANK'e customers and in-

" house requiraments.



(iv) AFRIBARK ESTATES LIMITED:
This compauy caters fur the rea! Eslate aud Securily needs

of the group.

(v) IBVA FINANCE COMPARY DUBLIN:

This 1s 2 full-fledged off-shore finance cowpany s=et-up by
AFRIBAEK (RIG> LTD a= an operatiag coapany io Dublirn, Republic of
Ireland. This forms pert of a strategy in value - added

diverslfication.

4.2 AUSINISTRATIVE PROCENURES

There are seven departments that can Le identifled at an
averasge AFRIBARK branch and each i1s headed by ar officer in that
branch, these departiments are:

(1> Cach

(11> Clearing

111> Transfers

(iv) Forex

(vl Bills and letter of Credit
(vi) Accounts

(vii) Cradit.

The Head nof the Credit department is the credit officer who

in moet cases liases between the bank and the customer.
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Credit cnﬁtrq}s as observed in AFRIBANK as a tool of granting

-+ and monitoring aredit fezcilities ensures that the credit 1s and

e remein satisfactory in terms of quality and administration. In

- (i1)  Area Office .

the bhdk; thera are three levelsg of Credit Contrpl namely:

(i) Branch

(111) Hoad Dffice. ' : R I

S TR 1L I L LI .. . . . . . '_ . L

(4> Braach Level: The manager of a branck usvally adopts any or
coabination of the following.

{(ay & customer's [inancal statement regularly oblained, analysed
- 8nd compured with previows audited or management a/cs,

(b A study of custdﬁgr's m;peratiiun of his current account.
This will reveal any sign of wealkness 1f{ any.

-{c) Securities are cheghed L0 sasure that all terms and condition
a6 stipulated are wmet and sll perfectius, Renewals of Insurance
Policies and Paymeni to authorities are up-to-date.

{d} Branch Managers also asnseres that all recorde ars kept up-to-
date such as credit information cards, crediit files, risk cards
etec. T

(e} Vhile lsdger cards or cospuier print-outs are daily studies

in order to see the customer's developsent.



a0

(11> AREA OFFICE/HEAD OFFICE

The ipstruments of contrnl at the Arsa and Head Offices are
limited to statistics on 1096 (=ee appendiz) as to, returns sent
fortnightly, monthly and or quarterly from branches.
(a) Engagement Returns: These are sent 4o Area and Head Office
for purposes of monitoring bank’'s commitment Lo sach customer by
varions types of facilities in sach month and to facilitate CBN
returns.
(b) Doubtful Debtors Retunrs: These are completed quarterly.
(¢} Other returns 1include unauthorised creditse. unpaid
instalments, rejected credits apnd classified accounts follow-up.
(d) Quarterly credit Review: This 1is the most comprehensive
credit jointly applied by the Head Office (Branches dept jointly
with lagal and control departments) and the area cffice to assess
the status of credits outstanding and decide aon what step to be
taken as regard any particular account 1.e. elther to
reclassified uvpwarde or downwards with interest to be reserved or

principal to be provisioned.

4.3 CREDIT ADKINISTRATION

This is concerned wiith implementatiorn of credit decisions
as anthorieed by the deciding authority. This involves advising

and monitorieg the facility on day-to-day basiis.
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£.3.1 Documentation R AL S

A

Bach burkowing ond lending relationship stebts with the
. ceostoner’s application. Each credit department maintains a

reglatration of application which shows: i S e
(1> Date recelved | |
(i1 Cuctomers's name B
(111> Type of facility reqpi;galm
v)  Amount uf fmcility applied for = .
(v} Neciding Autherity B =

21}  Office/Head Office T TS TRUF SEE O VPR

Replies are sent for all c¢redii received even where

relected and a record kept.

¥hen a customer's application for faciliiy is afpfuvéd, he

iz advised in writing and ithls serves as a letter of offer and

the arcceptance is signified by ithe customer’sz signature or ihe
duplicate of the letter. | L 1;5 o _“ayljj.l a

The letler contains the fﬁ]lnwing and eof cﬁﬁfaa.éxclude the

deciding auvthoriiy;

ke

(13 Amount of faelilty in words and figures o ., .o

EE T
{i1) Purpose for which the facilities are approved ... .

(111> Special conditons e.g rate ol loan, repayment and reversion

of overdraft ioc credit. : ' S C



- €49) - Interest rate: Since prime is bound to chnge with the

changes in the CBY approved rates, thic is mostly expressed as

9 -
L

prime. = PR | : SRR i&
(v} Expiry of facility (month and year) o

(vi} Security, tbhe type accepted must be clearly stated.
(vil> Exchange control requirements to be fuifilled when _
applicable. - . | e
(viit) Comditione precedent or subsequent to reléaaa of

facilities mset be clearly stated.

4.3.3 Credit Flles
Credit Files with customer’'s account are opened at once.
These are maintained and contained copies of all correpondence

with the customer and 1086 approved or rejected.

4.4

Credit limits of individual officers are reviewed from time
to .tim according to the banks. These linite are personal and
cannot be delegated. Appointment or posting does not
automatically give an officer the right of the incumbent of that
position.

A1l facilities must be approved by at least 2 signatures
including final sigrature for the applicable amocunts.

A1l 1indts 4in exwcess of the Area Manager's limit (and thus =2
branch manager and Credit Officer) is marked H/0 wnder deciding

Authority Column.
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DECIDING AUTHORITY CLASS T orass I
" BXEC. COMKITTE - ...  CREDIT 6,000,000 3,000,000
BGARD OF DIRECTORS ABOVE 6,000,000 Above 3,000, 000
BT I T R N

In AFRIBARK, the thres tier of credit control ﬁas their
various limlts and authorisation in a situation where the
facility being scught exceed one's limitation, such application
is guickly forwarded to the appropriate quarter. An aversge
officer in AFRIEANK has the authority to grant not more than
#30,000 while a manager or his eguivalent granis range between
#70,000 to #150,000. . | |

The highest credit 'granting authority 4is the Executive
Coﬁittee on credit comsisting of 23 members and is made up of 2
genior Asst. Gen. HKanagers, the 7 Area Managers, | o General
¥anager, and the Area Credit Officer, Agric, Legal and Recovery
Officers and thelr equivalent at banch level 1ncluding the
Manager of the btranchk whose facility is being considered, the
commlttee is headed by the General Marager/Executive Director

Banking Operatlion.
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4.5 LOSKS AND ADVANGES = .1 SRR A L

. The bank, smong other, grants the following to its
' . Y . '
1. QUERDRAFT .. . . o0 S ¢ 6 e g o i b

~* This is the simplest and most common form of credit facility.
The customer 1e¢ given a limit within which hie account may be
overdrawn, Thiz mny be advised (.e the customer is aware of
being granted the facility) and unadvised (i.e a limit is set up
for internnl guidance only but the customer is not aware of 1it).

fﬁ; This is mostly granted for working capital purposes aud the

 1_'dhount granted is expected to fluctuate over the life of the

facility depending on the customer’'s needs at a given time. This
iz reviewed apnually and 1s payable on demand and can be
cancelled without prior notice. A cystomer's statement of
Accounts and application for <credit facilities constitute

evidence of indebtedness to the bank.

4.5.2 ADVANCE : Co
. This is a short-term loan extended to a customer for a
.pufpoée and for a definite period usvally 30-180 days. This is
normelily granted for specific consideration, e.g payment of
school fees, settlement of medical bills, bridging finance etc.
- This comes with low interesi charge since the bapk kEnows the
exact maturity of +the advance and can plan its funding

accordingly.



4.5.3 MNEDIUX TERK LOAY ™

This 1u'hnnnrally granted for a single inrpnnc such as
iuvestments, equipment financing, bousing, purchase of share and
60 on. Bescause of the purpose, the duration is generally longer
than that of overdraft and ranges between 1 and 5 years.

Loan witlh longer maturity (except staff housing loans) is
normally not granted by the bank since this can easily be
obtained from specialised long-term credit banks or institutions
such at bank of commerce and industry, MNortgage, Industrial
Development and Xerchant banks.

Any loan must be supported by a2 "LOan Agreement™ with the
customer, outlining the term and conditions of the loamr. The

Agreement invarlably contain the following.

(i) Amount (vi) Conditions precedent

(i1) Tenor (vii) FEvents of default/Acceleration
(111> Repayment echedule clause

(iv) Interest Rate (viii} Convenants

(v) Security/Guarantee (ix) Expenses and Fees.

Although rot esential, it ie deenmed wise to have the customer
execute a series of promisory noles correspondiag with each
payment date. This will facilitate practical and legal

enforcement of the payment,



!
»

Thic lonn.ds granted for projects such as oil axplaratios,
real Estate equipment financing such as oil rigs, cgwputers etc.

By the pature of such investuents, their maturity is gemerally

ten vears and above. . Co e L T e
L - : - L S ¢ L R I

77 The bank'e facilities are clsesified into:

s

Grade A: 1.8 Excellent arnd thiz shows that thg account is

good, securities mare adequate and perfacted.

R T Lok - ]
[ o s L

Grade B: neans that ome of those things that is required to
make a gpood account an A is lacking, such could be insufficlent

security, or unperfected but satisfactory security.

Grade €: Tkie 18 a border line credit which calls for
immediate remedy. It could be thst the account is good bhut that
thera is no sscurity at 211 or that securities ere good and
perfacted but that the account is showing some danger signs.

. Grade D' Means that the account has gome bad and that the
debt/facility mst be called in. At thiis stage, it is normal to

reserve interest until the debt is fully repaid.

Grade E: At this stage a bad account has also becowe doubtful

of recovery. Provisiorn for bad debt must start.



4.7 MIIIURIEG LOAN PORTPOLIO

At the begimnfhg of the last momth in each iquarter, credtt
reviews of each area's branches credit tske place ir the
respective area offices. The participante include those from the
Area (ffice, Branches Dept, Control Dept (observers), Legal
Department, Area Manager and the respective Branch ¥anagers.

All accounts with expired ifacilitles are reviewed in order to
determine accounts that have deteriorated mnd should fall into
lower classifications. During the credit review all accounts in
which interest had startad to be reserved and which recovery has
not began in earmest will then be provisioned on quarterly basis,
taking an average of 20% per annum of the principal or a higher
amount if chances of recovery is elinw. If the account is well

secured and there is high prospect of recovery provision may not

be necessary.

4.8 SECURITIES ACCEFTANCE T0 THE DANK

Before a luan is granted a customer, there is the need to
establish the existence of security and take over ownership of
such by keeping in their care the title papers. Revertbeless,
AFRIBANK ensures that the concerned customer transferred all the
title deeds on the property and this is done by esking the
cuslamer to;
1) Apply for consent mnortgage with the bank stating the

interest date and other conditions, e.g, expiry terms. This is



addressed to the. land registry while the Ggvernor or the
reporsible ministeriapproved. ol
(11> The orlglnal certificate of ocoupancy is also surrendered.

(111> 3 years tax certificate is alsc required by the bank.

4.3.2 CLASSIFICATION OF THE ERCURITIRS

Any Xind of property, suvbiect to limitations and
gualificatlions, cas be used as security. Broadly, security is
classified iluto;
1. 1st class: This constitute of Fixed deposits
(b) Savings Account.

These two would not constitute a securty until a lieuv on the
Fixed deposits is consetituted with a letter of set-off, i.e, in
an instance of failure to perform the bank vuse the deposit to
off-set the loan.

Secondly, the wiedom in uvsing fized depnsite as security is
that
(&) it introduces prudency from the customer
(> The interesgt accrued on the Fixed depnsit can be used to off-

set part of the interest paid on the loan.

IT, Whlle savings account {s only regarded as security whem such
a customer gives the bank the authority to debit which is
expected to be given before approving or rather granting the

loarn.
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IT. 2nd Cless: Thie refers to Sharee Certificate, Blocks, Life
policies, Legal !ditgage etc. Curreat account aré not acceptable
due to the fact that the owner can esasily cash his cheque without
necessary notifying the bank and moreover 1t is not easy to

monitor such customer.

4.9 TIPE OF SECURITIES

4.9.1 HEuxtgage

(a) Legal Mortgage;, under this, a legal mortgage can be created

only by a conveyance by the mortgagor of hie legal Estate in the

land to the mortgagee subject to the proviso for redemption,
Legal mortgage can be of two kinds, i.e.

(1) Vhen the customer is the borrower and at lhe same time the

owner of the land beinpg cffered as security, a legal mortgage is

effected.

(1) If it is a 3rd party lapd that is being veed, a tripartite

deed of legal mortgage is sffacted.

To bold a sound security, the legal mnortgage mst be
perfected, As earlier on mentioned, after the deed of legal
morigage has been executed, Governor’s coneent as required by the
Land Use Act must be obtained. Sections 21 and 22 states that
consent must be obtained when land is to be alienated. While
section 26 provides that;
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"Any transacton Br any instrument which purportsito
]

confer on ofbvest in any person any intersst :‘wéig&t

'.;ﬁtx wver land olher than in accordanse with the pravisiciﬁ"

L

of this Act shall be null and void*. = « 7-5-§'7*'E”* 
Along with ibe application should be attached; ** " 8774 007

1. Three corigimal {itle deocument. .« - . % 0.0 DA S
2. Three years currest tax olaarance certificate and PAYE

Peduction receipls in case of a company, ¥ -
3. Receipt of payment of CGround Remt. . . o 3f;”iff P

o The legal morigsge 3f for an individueal 15 registered at the
land's reglietry of the state where ihe land is situated and in

case of a company alse with the coapanies Reglstiry urnder section

94 of the companies Decree. ISP T

(t) Eguivalent Mortgage: Thiz can be created in several ways;
(1> Simple deposit of title deed S
(11}  Deposit of title deed accompaunied hy an erecuted -
memarandor of deposit.

(111} An agreement to create a legal mortgage
{iv} A legal Morigage over am equitable interest.

; o o .. ‘
4.9.2 Guarontees snd_Indennities

A guerantee 18 & momise by one person (called the

"guarantor™ or the "surcty®) to answer for the present or future
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~ debt of another {(called thel“principnl Dehfnr'}. A guarantee is
~:-- thus a contract of secondary liability. The guarantor is iafact
telling the banker - Advance money to Mr., A, if he does not pay,

- I will repay yﬁu.
4.9.3 Pledges ) L e e _;_Jiiﬁﬂ?jqué;;;;_ﬁ
~w¢g#fﬁ~an This is In respect to chattels or goods. A pledge arisas
| when Snnds or title documente thereto are deposited by tke
customer to the banker a5 security for the repeyment of an
..~ . mdvance on the understanding that as sobon as the advance is
repaid, the subject matter of the pledge will be returasd to tle

pledger.

Lo

4.10 TYPES OF LOANS
(1> Personal loan
11} Overdraft
(111} Medivm term loan
{iv) Short tera loan
(w) Housing loan
{vi> ©Staff loan: (a> rent loan
(b} Pereonal loan
{c} Car loan
{d> ¥otor cycle loan. o . ;
The above-mentoned and others are the types of loane granted

by the bank.
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. It is considered most prudemt by the bank (¥ provide for
bad and doubtful debts, ever since before the central bank's
prudential guidelines, this practice among others bas enable the
bank to wie for positiors traditionally reserved for first
generation banke 1.e, the blg three (FIRST BANE, URIDF BARK AND
UBAY. N NN ST N

It is the policy of the bank to retire 25% of a loen if such
loan remains inactive for exactly 3 months, and S50%, 75% and 100%
for subsequent guarters, until the whole loaa is retired. And in
instances where the loam is revived, the proceed therefrom is
consldered as profit. Though where the account is well secured
and there ie high prospect of recovery, provicion may not be
necessary. To constitute m» provieion the proposal during the
credit review msset he approved by management and then advised the

Areaz and Managers of the branch concerned.
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5.1 CUMEARY
The credit policy of AFRIBARK due to it's rigidity can be
said to be impersonal, it ie gquite true all humans have feelings
that can be influenced to do one's hiddings depending on the
motivator. For some it is the "gratification™ that would come
ovt of it, for some it is the personal relatiomship that had
already been established either through contract (marriage),
frienship (schonl or childkood)? and for others for favours they
wants to curry against future commitment or return favours. But
in AFRBARK, for a substantial loan (excess of #100,00.00) to be
granted, it goes through the three tier of the bank's credit
review and Appralsal's Committee which all things being equal
vould make the lpan airtight against defavlit by the customer.
However, there is one thing that is militating against the
rules and procedure of the credit departments, time without
number, the bank has found itself in compromised situation and
this has led to what is referred in the bank as Policy-Lending
which means that granting loan without resorting or comsulting
the necessary credit appraisal nor the necessary security
required to secure the loan. Among those that have compromised
the bank's policies are the Government Officials as well as the
bank's top officials that may one way or the other themselves

either have been compromised or "gratified®.
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Secondly, apart from the laid down policies, the bank has
made it a policy to select some of their officers for sponsored
course in Credit appraisal this is to furtber ensure that the
policies are strictly adhred to. Except for the Policy-lending
that always rear it's ugly head once in a while, the bank's
policy is strict and has been responsible for the aver 85% of the
loan repayment. Iowards +this, the <Ceniral bank lad even
commended them during the course of this write-up.

It should be noted that the bank's three tier has different
standard by which the applications submitted to them are
appraised and these same officers are variously and collectively
connected with credit review and thus acts as a check on their
loan-granting activites and further enhanced their own

professionaliem and expertise in credit appraisal and review.

5.2 RECONMENDATIONS

However tight a policy or strict a regulation may be, a
loophole or oversight always comes up either in commission or
cmission. As already mentioned, the bank's policies regarding
credit appraisal is spelt out but only to the officers. Thus

there is the need to establish;

(1) Bank-Customer Plalogue:
This can take the form of personal contact or the

publication of phamplets that would spell out what is required of
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a customer before, during and after applying for, granting and
utilisation of the facility being sought by the customer., This
would go a long way in preparing the customer for the intricacies
involved in credit dealings. Most atimes, genuine amd faithful
debtors have suffered through the foolishness and cunning habits

of the fr2udulent ones.

(11> The Spread of Authority

In an average AFRIBANK branch, three nor more officere apart
from the Mapager and the credit officer (who does the appraising)
are empowered to authorise payment but the problem is that all
the three may only be authorised up to, say #20,000.00.

In my cpinion, it would be ideal for ome to duly authoriee a
credit of <cay #15,000.00, another for #25,000.00 and then
#50,000.00, this acts as check and a specific role is assigred to
the officers instead of being vague about the raole expacted of

them.

(111> Realistic repayment Schedule

The repayment schedule should be individuvalised, 1.e. a
general pattern should not be strictly adbered but a limit of
repayment be scheduled. This is only necessary in order to
ensure performance. A lpan prematurely written off does not
really signify non-performance but may be occasioned difficulty

by the customer in meeting a scheduled payment, in essence, the
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schedule should be based on the individual customer, the facility
e

and the purpcse nhic.h the facility is being utiliged and these to

a large extent differs from one loan to the other. _.
(1%} Awareness in the Top Management

The ¥anagement should be routinely mmde aware of the credit
policies and regulations from tme to time. For this class of

officers are In wost cases the ones responsible for policy~

- lerding, 1f this does not elimvate policy-lending, at least i%

would minimise it because some of them would develop the courage

- to deny those friend seecking express grants or losns with;mt

following the right channels. . . : oL

I

Szecondly, the government also need to check itmlf ngainét
this kipd of lnan, itkis would only lead to higk inflation rates
apd if really the Roverrnment intends to revive the sconomy, loans
nct properly appraised nor secured showld be discouraged, though

this iis & tall order.

- PR LI T

AFRIBARE has evolved a combination of credit control and

administration in it's branches. The bank allocated auvthorities

- tp it's officers as well as the guldelines necessary for the

successful application of {t's policies. Vhile the system is
centralised, it has a combinaton of techniques in it's applcation

and thkus compliance.
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But just 1like all human endeavours, i*f ‘has it's own
lizitatlons but the bank has from time to time i]b“ memorandum
towards rectifylng the mistakes committed or those overlooked.
The only problem that has defy any solutiomn is that of policy-
lerding noreover credit being one of the most influential and a
high revenue generating function would always be tampered with
and influence by those within and outside the bank respectvely.
Thus, there {ie the need for cauvtion on the part of a credit

officer most importantly.
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A tabular form is given Lelow: v LT e

R e I T B i I =B )

: PARTIES .t [vi'l UF MORTGAGE EE FORM :
: 1. Borrower and ownts @ Loet ut Legdl Morlgsge : ADY, 9A/D H
: | : » ;. ADY, 8C :
: :  ADV, 8C :
1 2. 3rd, Perty Sucurily_ 1 g, Party Deed of 4 AQY . 10A/B 1A
H This will rnmpri;ﬂ Pobvaa) Mortydye H ADv., 10C :
¢ a, Director using : AUV .B8A/B :
: personal Jand : . ' | :
: ‘tdﬁguaraniee' S : :
‘ \

: Company's wbur- . b f :
: rowing., o 3

LR LR R R N R N I LI T SR R

The tabular form showiry 1be situalions where a particular

should be used 15 stigg.ivd, Tvuy

»
+

L L L L LA TR R P R A N Y P R R L N Y )

standard form
Cremt Dejartment should have & copy of

this for guidence. 1o ¢lycumsianies where e standard form 15 not suitsble,
the deed of Leyel #Morlgage cun  be prepared by the Legal Depariment

incorporating the woui. iry cutricetian.

r

7:5  PERFECTIOR PROCEUUR=S

To hold & sound secwrily (ne (eyst Mortgeye must be perfected.
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. rn¥ ..J:“_“ Date seuvens aou-|o19.....

LI I BN N O L B LR AN NN RN ]

(AR LB BN N BN ENEEENENNEEEEEENEREERERYEY ]

-y Mies
crdmgg
rERR L - A mas teARE- TUREGS ) ) ST - _
R ald. e e S Condd i,
[ N NN NN R AR A N B I I I N N ] 2
S; . ' ' oo : -
Dear Sir, : : . -

RE: BAVKIP: FACTLIT

T oES RN IREEEER

We refer to your application dated 26/6/91 on the above subject
and please to inform you that the Bank is prepared to make available
the following fucility subject to the condition(s) mentioned below:

FACILITY Personzl Léen

AMOUNT: HE.Oﬂi 99 (Five thousand naira only) .
FRICING: | Afribank Prime + 1,5% i.e 21% C@T 30;%
EXPIRY;. - 19412 - R

Lo RECAVVENT: <% equal gonthly imstalieuie oS 2312.50 weelf
T duly 1996, TR ‘

C8xiukiY:  Domiciliation of salary - .‘-,- EQ"_f
If you acgept the above condition(s), please Bign and return to us
the duplicaie copy of this letter, However, the Bank reserves the
right to alier or vary any of the aforementicned condition(s)
without prior rnctice, :

Thanks, e .
Yours faithfully,

FRY

AFRIBANK NMLGERIA LIMITED
ABUJA MAIN BRANCH.

R
rw‘.\uL“ N e

:!I aj ‘;F.Ei; [

| o

A lOY §Y LT iR g
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AFRIBANK NIGL LIMITED AFRIBANK

BLOCK 2, CLOSE B3, AkI‘A |
®.M.B. 7S,

ABUJA, F.C.T. TEL: 09-234134 CABLE AFRIBANK LAGOS

Dear Sir,

RE: CAR 1A}

- e e -

_;’ CFFER
We wish to i
(Seventy tic.
conditions an

i that your request for « car loan of 70,000,.00

ra4 only) has been approved subject to the following
fr ri-ald over s period of 72 months,

Your total mcntl iy ropayment with effect from January 1993 would be NG72,22.
You will be reg

Lo execute car loan agreement on this loan prior to
release of

It is imparatis the premium pajable on the vehicle ie remitted to
Afribank Insu: wsers Company to ensure that the car is comprehensively P
’ insured throu “, prior to release of funds, otherwise this approval o

“ill be r‘-"\, = B rLAR _'1..C‘Jlledl
The casr to b=
of ownersh.p,
disbursement,

.y produced with its relevant documents e.g. change
‘cucive insurance policy etc, within one month of funds
the loan will be fully retrieved by the management

after tlree !

Please, not:«

special pri

any outstandi:

Vil

staff of tis

ceased Lo Le
to terms to Lo

funds disbursement.

[ loans with the cunceacsionary interest rate are
inted to only bonafide members of staff, Therefore,
¢ vecomes repayable immediately you cease to be a

ld the bank allow any residual balance after you
tren such balance will reévert to a commercial loan
w4 by the bank.

1f you accept ‘itlons stated above, please endorse your signature
on the duplic © of this letter,

Yours fait

AFRIBANK NI7:*

ABUJA MAIN ¢

Chief E. O Acesoyn " hasan, A #
Marc Biongel (Franch) ~ | «s

(Galadiman Katagum) = Uuw o

s - Managing DvisctonTne' B eculive. 1Y Abduiahl - Executive Director, A.C. Akinnmei ~ Executive Direcior,
o= Eabeutae Dupetor [ ) N Etiape - Director, A E. Kesler - Ditoctor, 2 Mohammed - Director, Athaj M. B,
«ter, Bangue Intetnanonals pour L'Alngue Ocedentaie - Ditecior. Atemates: Angus M. Farguson C.B.E. (Braigh), W, Notz ({Swigs),
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inl feer incurred by the bank in the
e securitics relating to the ahove
‘L ba berue by you, by direct debiting of

rior nctice or recoursc,

t.tc your currect account is in excess of approved
rave o the tolal wamount cuvstanding during
he the normal ruate appliceble to your facility

are aot atilised within six months herecef,

the offer to have lapsed and will bot be

-

iding;; the funds as aforesaid,

foregnin, please note that the bank reserves

v amond any of the terms and conditions

»i ‘e niel arise for us to do 50, o

gour ngrecment and acceptance of this offer

~imning and returning to us the attached

jored for that pufpose.

%

=



The Managing ..

XYZ (v 1o '
Y.l TYTaone,
Dear Sir,

TMER™T Y )

ATTENTION T

1.0 .Further i : vevenee AR/IF5/488/93 dated 27th August,
1993, we are . .ooine hat the EZxecutive Committee Credit has reco=
mmended the - Lty e the Board of Directors for necessary
consideratinp following lerme and conditions:-

1.1 TYPE OF : ' t {Tavreansc)

AV v . .70 L~ix million, eight Hundred thousand

»

to be utilized as follows:
~porate Branch - K300,000,00,
:tnch - N 5C0,000.00

PURF G os : ' o, wAustal resuirements,

REPAYMENT: :* Lo tue usual Panking terms and conditions
suent of demand and may be cancelled by the

‘hout prior notice.

PRICING: : i, prime (Currently PTA & p.a) Plus 0.5%

. presently 88,08 per annum.

SECURITY: ' sl Towet Pued over the Company's Fixed and
5 Seawped and registerd to wover N
.00 shaved parl - passu with UBA, SGBN,
IOMUTIOT MENCHANT BANK, Afribank's
antal Tor ¥6,200,000.00 (leld)

EXPIRY: ' Lie gy i Y eysire on 30Lh Ueptember, 1993 and

wlore thatldaie.

2.0 oML Y b D SCNTIMUIIC 172ILGHILITY OF THE
 EPe )

TLe facilit; sl el witilable uniil the following

conditions hknv

I. Acceptane ! ¥'. nuikerised signalories of this offer within
30 days [ ' ' " L1585 Letrer.

Il. The Comjn;’ :onn witler =eal nuthorising and accepting

the facil!
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4,0 Wit

L= ¥ I

:‘hl.

You~s Tni

AFRIBANE "1

S2osurtehy aviowit 15 in cacess of approved
sl rote on such excess shall be the normal
lity plus 4. p.a. i.e. Afribank prime
rregently 32% per annum,

"o ey
e

Corepoing;, please note that the bank

rary, alter and amond any of the terms and
ary time should the need arise for us to do 8O.

i Appsscable terms and conditions when
tnincds Meanwhile, picuse signify your

Lo offer, by rcturning the attached copy
aruthorined signatories have signed

Juur

pis-c being duly initialled,

s RO 5 o b4 Hipatied



