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ABSTRACT 

One of the basic functions of banks is taking of deposits and lending but when 

customers fail to meet their obligations, major problems such as bad debts arises, thus it 

is important for a bank to establish a well defined credit policy and a well proven method 

of recovering debts. 

This project work entails the ways in which credits are being managed in the 

commercial banks with special reference to first bank of Nigeria P.L.C and concentrates 

on the administration of lending before and after the credit up to the final stage with 

much emphasis on the causes, effects and possible remedies of bad debts with efforts 

taken to alleviate the recurrent trend. The general assumptions adopted in this work are 

that banks grant credit to deserving customers with a high expectation that such credits 

will be repaid plus the required interest and that banks are governed by the same credit 

guidelines issued by the central bank in addition to their respective interest generated. 

The study is limited to facilities granted between 1 to 5 years. 

On the whole, the prevailing economic difficulties in the country calls for skillful 

credit management and prudence on the part of the bank, thus the conclusions therefore 

reached from the research findings are directed towards finding workable strategies or 

methods that will assist in reducing the level of bad debts and adverse effects on the 

banks profit. 
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while the latest is tlie western union money transfer which is an innovation for collecting 

money instantly by customers sent to them from other countries. 

The Bank subsidiary companies include, FBN merchant Bankers, first Nominees 

limited, first trustees L T D and first dependent L.T.D the banks ownership structure 

consist of 9.9% for its foreign partners which are standard chartered Bank P L C London 

and the remaining 90.1% for Nigerian investors. 

1.2 STATEMENT OF THE PROBLEM. 

Most commercial banks in Nigeria are currently being threatened by huge bad 

debts burden. In a developing economy like Nigeria, management decision making 

becomes more complex in with an uncertain future especially big organisations which are 

facing great difficulties in designing better ways to cope with economic trends in 

management of their credits. The costs of financing bad and doubtful debts continue to 

assume significant proportion and this is detrimental to the liquidity position and long 

term benefits and growth of the business. This have rendered most banks technically 

insolvent and is a problem which banks have to cope and find variable solutions. 

First bank with its liquidity position is a full fledged commercial bank that offers 

a wide range of banking services including its latest product i.e the western union money 

transfer. However just like most banks it has its own shortcomings in the following 

identified areas, 

i. Reckless credit policies whereby facilities are nor properly secured and securities 

not properly documented nor executed to ensure effective recovery when default 

occurs. 
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9. . Profitability: a clear advantage to the customer arising from the borrowing the 

facilities should increase profitability sufficiently for payment to be within a 

reasonable time & leaving a margin to accrue to the customer. 

1.0 Security: should be adequate easy to realised with little formalities and 

possibility of taking possession is there security can be a property, share 

certificates cash, Guarantees, e.l.c. 

In investigation the credit applicant, there are a number of sources information 

which may be useful eg 

1. Trade references: a customer can be as bad to supply 1 or 2 references & the 

standard of the companies who supplies will give a guide to the credit worthiness 

of the customer 

2. Bank references or bankers opinion: where a bank may be asked to comment on 

the financial standing of its customer and they have a number of standard letters 

that they send in response to enquiries on their customers financial standing but 

the letter are very carefully worded. 

3. Credit bureau report or register, are publish lists showing relevant financial 

details of many companies including a credit rating. If an enquiring company 

requires additional information they can ask for a special credit report on any 

company. 

4. Published information: annual accounts are analysed to determine the financial 

position of the customer the register of company keeps records of charges on the 

assets of a company and these records can be examined. 
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