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CHAPTER ONE
1.0	INTRODUCTION/BACKGROUND TO THE STUDY
Among the industrial sectors in Nigeria today banking sector arouses the public interest most it is the most visible and of the fastest growing section in the economy a past from the fact that the monetary of every policy guideline document issued by the central bank of Nigeria in January of every year regulates the activities of the entire economy the banking sectors is responsible for carrying out most of the policy issue contained there in the sectors is also subjected to frequent controls and reputations. In popular jargon, the banking sectors has become one of the most critical sectors and commanding heights of the economy with wide implications on the level and direction of economic growth and transformation and such sensitive issues as the rates of unemployment and inflation which directly affect the lives of people the banking sector is without doubt of the fastest growing industries in the country today from total of 26 in 1980 the number of commercial and merchant banks in the country growing steadily to 40 in 1985 where it stabilized until it increased to about 49 in 1987 beginning from 1987 and following the introduction of structural Adjustment programme (SAP) in 1986 there had bean a rapid growth in the number of bank increased by 15 i.e. 30% to reach 66 and additional 15 joined it in 1989 which 1998 witnessed 21 new enchants to bring the total number of commercial and merchant bank to 102. Before the government placed temporary ban on the opening of banks in 1991 there was not less than 125 banks operating in the country. From N12million and N20million for merchant and commercial bank respectively paid up capital increased to N40million and N50million one notable implication from the development is the sudden rise in the volume of bad doubtful account which bank are compelled to carry in their books the increasing number of this problem loans had been on grated challenges facing in particular the old generation of bank usually referred to as the “Big three. The First Bank of Nigeria Plc. The Union Bank of Africa Plc 
	The problem posed by carrying large volume of bad loans or non-performing accounts was not fully recognized until in November 1990 when the central bank introduced the prudential guidelines in line with the general standard all over the world to make the s in the country assess themselves fully thereby determine how healthy or prudent they are in their loan credit management.
Most bankers cannot unequivocally declare that they have been introduced by problem loan. Certainly, it is a way of life in those tumultuous times of banking that virtually every one of them is faced problem or so-called work out loans.
Another important reason is to decline in the economic fortune which gripped the Nigerian economy.
1.1	Statement of the Problem
With many banks in large proportion given out loans and overdraft to their customers. The bank is therefore, taking the risk some of the customers may never pay back the loans or overdraft given to them.
	This is normal business risk and such bad debts are normal business or running expenses.
1.2	Research Questions
	The researcher therefore will like to find reasonable solution to the following questions:
i.	What is the causes of bad debt?
ii. 	Why provision for bad debt are made?
iii. 	How bad debt are written off?
1.3	Objectives of the Study
The broadax objectives of the study is to analysis the effects of rising machine of bad debts on banks operation since 1986 when the federal government adopted SAP. 
The focus is largely on the credit policy on the credit policy of banks and how to manage SAP. 
The focus on how to manage loans and reclaim the collateral assets securing them. In specific terms the study will inquire into the rising waves of bad doubtful account in our banks in general and First Bank Nigeria Plc in particular. The aim is to determine the share of the major actors or factor in granting a loan.
a.	Other customer
b. 	The banks and
c. 	The government or the economic environment.
	Secondly, the study will examine impact of the prudential guidelines on the management of loans by banks since 1990 when the guidelines came into effect. What impact it has produced on the reporting system of banks. The study will vigorously interpret the profit reporting system of bank before and after prudential guideline and finally draw some policy lessons and predictions for the future.
Finally, the study will aspire to provide the essential strategies that may be used for loan recovery once a debtor enters bankruptcy.
1.4	Research Hypothesis
In trying to study the effects of bad debt on bank’s growth and efficiency on the case study selected, the research raised some major hypothesis.
H1: Bad debt has a positive impact on the profitability in deposit money bank
H0: Bad debt has a negative impact on the profitability in deposit money bank 
H1: Good lending has a positive impact on the growth and efficiency on bank services
H0: Good lending has a negative impact on the growth and efficiency on bank services
1.5	Significance of the Study
The motivation for the study arises from the research interest in tracking the effect of economic reforms within the structural adjustment programme since the deregulation of financial system of the economic reforms is expected to alter the volume and pattern of lending by banks and the profitability of banks. It is necessary to investigate the extent to which profit that are being declared by banks actually reflect their true profitability position. Whether adequate precaution have been taken in their granting loans. The structural weakness of these banks is referred in the heavy bad debt portfolio, which is fact eroding their capital base. The introduction of prudential guidelines has therefore exposed the weak foundation and the misfortune arising from bank debt structure. Data generated from the annual reports of banks with regards to the volume of the bad debts have been fraught difficulties until the introduction of the prudential guidelines.
Firstly, it is a policy objectives of the monetary authority to recognize only income that is earned and not paper profits.
Secondly, it is also the objectives of the monetary authority to confirm with4t he international prudential guidelines.
Thirdly, it is to make banks more prudent in their lending decision thus reducing incidence of bad and doubtful account.
Finally, it is to encourage bankers to become solid financially able in Ibadan the customers are partially sophisticated.
Of serious limitation of the study is the problem of data collect ion. Through thus is not peculiar to this study. It must be recognized that not until the prudent guidelines came into effect November 1990. Most banks nor do they realize the need to make adequate provision of data for bad and doubtful debts. What banks did at best was a make petty provisions for those classes of debts.
1.6	Scope and Limitation of the Study
This study choose First Bank of Nigeria Plc: Out of the twenty-two bank to critically examine the lending policy in deposit money banks.
However, the research work has been constrained as to time, lack of funds, in adequate.
Never the less, effort has been made to ensure that the above limitations which are
i. Time factor
ii. Lack of co-operation or poor response of the respondent.
iii. Lack of fund
iv. In adequate material
This does not hinder the effectiveness completion and quality of the research work.
1.7	Definition of Terms
Banker: D. Hart defined "Banker" as a person or company carrying on the business of receiving money and collecting draft, for customers subject to the obligation of honouring cheque draw upon them from time to time by the customers to the extend of the amount available on their current account.
Central Bank: this is the only institution which has the right to issue bank notes, constitute the monetary and credit policy authority of a currency Zone.
Lending: to grant the use of money or something else of value will be returned at a future date.
Loan: This is a sum of money transfer to another for temporary use, to be repaid with or without interest according to term of the loan agreement within the a complying bands, notes, mortgage or other document or indebtedness.
Long-Term Loan: this are the loans that are accrued for capital project which are payable over a period of ten years.
Short-Term Loan: This are the loan as the name imply is a short-term duration, the maximum period for which is not exceed one year.
Customer: is a person who enters into bank to contract with a banker for the opening of an account in his name.
Overdraft: This is describe as facilities or sum of money granted to a customer for the purpose of satisfying his need and it is usually for an agreed period of time not exceeding one year.
Bill of Exchange: A bill of exchange is define in the act 1882 as "An unconditional order in writing, addressed by one person to another, signed by the person giving it, requiring the person to whom it is addressed, to pay on demand or at a fixed or determinable future time, a sum certain in money to, or to the order of a specified person or bearer.
General Consideration: Many banks have been written on the banks lending but it is difficult to know how much is reasonable to lend. 
1.9	Plan of the Study
The remaining part of work is organized into four chapters.  In chapter two, the study reviews some existing literature on bad debt management with view and conclusion as generated among the various authors.  Chapter three of the study contains the methodology.  In the chapter, I tried to present the methods by which the result which terms basis of my samples and how the questionnaires were administered.  The forth chapter derives from the third and contains my analysis of the questionnaire and my basic deductions.
Finally, chapter five contains a summary of my findings, recommendation and conclusion.













CHAPTER TWO
2.0	LITERATURE REVIEW
2.1	Conceptual Review
Bad debt is an accounts renewable that will likely remain uncollectible and will be written off. Bad debt appear as an expenses on the company’s income statement this reducing net income. In general companies make an estimate of bad debt expenses that might be incurred in the current time period based on past records as part of the process of estimating earring most companies make a bad debt allowance since it is unlikely that all of their debtors will pay them in full
There are a list of possible scenarios that may exist concerning a bad debt these are 
1) Customer not willing to pay a proportion of the loan sum
2)   Customer not willing to pay all the sum of the loanable funds
3) The customers business had falls and nothing is ever likely to be received 
2.1.1	Management of Bad Debt
Since we say bad debt is a normal business expenses with respect to the types of service provided. The management of bad debt has to do with the ways to reduce the amount ways to recover some of these bad debt.
Critical analysis has to be done before loans are given to recover some of these bad debt customers so as to ensure of bad debt and prompt payment of interest and recoupment of the principal amount.
These can take the form of the followings:
i.	Recruitment of competent, educational qualified personnel to lending and credit department
ii.	Training of personnel from time to time
iii.	Leading controller should be built to reduce incidence of personality man kind of lending which often results to bad debt
iv.	The reasons for the loan
v.	If the security supply the customer can off set the loan 
vi.	How long the customer has been dealing with the bank 
vii.	The viability of the project which the loan is to be use for 
When the above mentioned are carefully analyzed by the bank then there would be reduction in the amount of bad debt there by increasing the profit and reduce the exposes of the bank
Right now, with cash tight and business slowing down, companies need to go after the bad debts as a way to raise needed cash. They need to go after the receivables even it if means getting just something now!
Like all significant economic change, it creates opportunities for those who have it in them to deal with it. During economic downturns, one of the main reasons why businesses go under is because they run out of cash. However sound your business is in other ways, successful cash flow management should be your main priority.
A recent study on the growing sicknesses in industries and businesses reveal that BAD DEBT is the one major cause for bankruptcy. In a buoyant economy, selling on credit has a number of advantages, especially when it generates a larger volume of business as well as widens one's market share. In fact, selling on credit often 'Makes' or 'Breaks' a sale and at most times gives one that edge over competition. Yet, one cannot afford to take this area of credit control lightly, as too many companies everyday are mounting with debts that are increasingly doubtful of recovery.
The volatile business conditions of recent years have created problems of cash flow and interest charges never before encountered.
Companies large and small have, in many cases for the first time, come to realize that the trade debtors or receivables, on the balance sheet represent a very substantial and expensive consumer of capital employed. They are also now beginning to accept that, in total, trade debtors represent an investment in the market -place on which the expected return is the profit to be earned only when payment has completed the sale. At the same time, like all investments, those trade debtors are subject to the risks arising from the effect of the economic climate on that market-place generally.
Has it ever occurred to you that before the customer buys your goods, both are interested (he in your goods and you in his money), but once he gets the goods he is not interested-it's only you (for your money!!).
A company can have the finest product, a superb sales record and the most dedicated workforce, but if it does not get paid (.... and on time!) it will die. An unpaid debt is a loan being financed by your company - it means that many companies are prevented from achieving their full potential, because instead of using borrowed money to develop and grow their business, they are having to borrow money just to fund their own sales ledgers.
Research consistently shows that a typical invoice will on an average be settled in not less that 72 to 78 days. A widely quoted survey by Intrum-U.K. fixed the period at 72 to 78 days. As 30 day terms are normal, the extra 48 days have a significant effect on profit and loss. It can even be the critical factor affecting a company's survival.
Good cash collection procedures therefore can make the difference between a profitable business and one forced into liquidation because of slow payments and default on outstanding debts.
Managing credit and collecting money are the 2 most important and vital factors which decide the fate of any business. 
Here are some of the most common reasons:
· Few sales induction programmes offer advice or are held in getting payment, with the result that money is rarely mentioned at the sales call presentation.
· Some salespeople, understandably too, have enough difficulty getting the order without putting it at risk by haggling over payment terms.
· Too many salespeople think only in terms of getting the best deal for the customer and forget that they are obliged to get the best terms for their company as well.
You may be thinking this does not apply to your organization and if that is the case you are fortunate indeed. However several companies do have such problems and the only differing factor is the name of the company. If this problem exists within your own organization, recognize the futility of changing the system; as the root cause of the problem is elsewhere -- in the attitudes/improper training of the people in collection procedures / techniques. Until such time as you can bring about a change with a proper training, your cash flow difficulties will continue to escalate.  Gerard A. (ID 755)
2.1.2	Avoiding Bad Debts 
There are a number of precautionary measures you can take:
· Make sure new clients and customers provide information about their credit worthiness, including credit references, and a commercial credit check on companies;
· Make sure you are clear about the terms of supply of credit;
· Investigate the possibility of obtaining a personal guarantee from the directors of a client company;
· Follow up debts immediately they are overdue, and consider more stringent terms in the future, e.g. the supply of goods C.O.D. or prepayments before work/supply is begun;
· Get supply agreements in writing, so you have proof of agreement to the supply terms;
· Check out whether it is feasible to withhold the passing of title in equipment and materials until payment is made;
· Avoid later claims of unsatisfactory work by getting a customer to sign an agreement that the work was completed satisfactorily;
· Investigate the possibility of progress payments for ongoing contracts or work.



2.1.3	Effects of Bad and Doubtfully Debts
The impact of bad debt on sales and profit on any banking industry or organization can be a serious one. Bad debt can put a stranglehold around a business that will eventually lead to bankruptcy and a destroyed professional reputation.
Debt collection is embarrassing, both financially and personally for a business owner. Whether the unpaid debt is indicative of problems that may be of the business’ own making or the result of an economy in recession, but the result is the same. When a commercial collection agency gets involved it’s already too late to save your good name and may be the first step towards bankruptcy court. Debt collection against your business assets should be avoided at any cost.
Sales suffer when word gets out that your business has been turned over to a commercial collection agency. Confidence in your business is the foundation for your sales and reflects either favorably or unfavorably on how your customers view your products or services. If consumers fear that your business is unstable and untrustworthy, this fear will carry over onto your product line. Consumers may question your ability to honor warranties and whether you will be there to accept returns or make exchanges. Consumer confidence is critical to successful sales and the appearance that your business is in financial trouble may cause your sales begin to plummet.
Sales mean profits and the converse is also true. If your marketing strategy is failing due to commercial debt, your profits will dive as well and further complicate an already unfavorable financial situation.
A commercial debt collector can sometimes handle things discreetly and avoid unnecessary publicity concerning the financial stability of your company. Working closely with a commercial debt collector can minimize the effect that bad debt has on your sales and profits.
Bad debt can also hurt your sales and profit margin by causing you to be turned down for additional credit lines during crucial times. Regular debt is incurred when ordering raw materials or supplies, when opportunities are experienced that require capital outlay, or when normal and expected seasonal slow-downs occur. This cycle of debt and repayment is standard operating procedure and a fundamental requirement for doing business. If bad debt prevents you from borrowing and destroys your credit, your business may not survive the ebb and flow of the business world and you may not be able to borrow the funds needed to survive.
Sales and profits may suffer when your debt prevents your retaining important employees. Hiring the right people is one of the wisest things a business owner can do. They literally make or break the business. Bad commercial debt presents the strong possibility of losing those valued employees because of the lack of your business’ ability to provide insurance, give raises, and award bonuses. If word gets out that your business has been turned over to a commercial debt collector, employees may see the writing on the wall and start looking for other employment. If hiring the right people is important, retaining them is just as important.
Bad debt can and does adversely affect your sales and profit margins. Avoiding bad debt is the preferred course of action but it isn’t always possible. If your debt is being handled by a commercial debt collector, cooperate as fully as possible to reduce the damage to your business. Bad debt can be handled in such a way that your business survives and becomes profitable once again. 
i.	Reduces the profit of the business
ii.	Increase the expenses of the business 
iii.	Reduces the divided of the shareholders 
iv.	Reduces the amount of loan able fund of the bank
v.	Interest to be derive from loaning out fund is reduced
vi.	Loss of valuable funds when they are written off   


2.1.4	Risk Analysis
Risk analysis involves the identification of risk and its analysis in term of estimating the probability of a loss occurring and considering the potential impact if the loss does not occur it may be possible to quality the initial loss. 
Risk Control
Risk control covers all these measures aimed at avoiding, eliminating reducing the chance of loss of producing events occurring or limiting the severity of the severity of the loss that do happen e.g. safely control measures in factors, tine extinguisher in cars and officers etc.
Risk Financing
	The primary objectives of risk financing are to spread more spread evenly over time the cost of order to reduce the strain (financial and otherwise) and possible insolvency, which the random occurrence of large losses may cause. The secondary objectives are to minimize risks associated costs. These can be done in three ways namely.
i.	Losses may be charged as they occurs current profit
ii. 	Provision may be made for losses before they occur either through insurance or building up sinking contingency fund.
iii. 	When risks occur, they can be financed by loans which are repaid over the next few months or years.
	He classify risk into two, that is pure risk and speculative risk. Pure risk are those risk where the occurrence of the event result at best in no are change in the situation of the organization or individual exposed to the risk through more likely where the outcome may be a loss or profit. Example of speculative are brokerage smuggling, stock doubling, foreign exchange fitness under term.


2.2	Theoretical Framework
Asymmetric Information Theory
The Asymmetric Information Theory developed by Akerlof (1970) and extended by Stiglitz and Weiss (1981) explains how lenders (banks) often have less information about the creditworthiness of borrowers than the borrowers themselves. This information gap creates two key problems in credit markets: adverse selection and moral hazard.
· Adverse selection occurs when banks cannot distinguish between high-risk and low-risk borrowers prior to lending, leading to the possibility of lending to risky individuals who are more likely to default.
· Moral hazard arises when borrowers, after securing loans, engage in riskier behavior than they would if they were using their own money.
In the Nigerian banking context, Obamuyi and Olayemi (2021) emphasized that inadequate borrower profiling and weak credit information systems have worsened the effects of asymmetric information, resulting in growing non-performing loans (NPLs). This theory highlights the need for robust credit evaluation and monitoring systems to prevent bad debts.
Credit Risk Theory
Credit Risk Theory is central to banking operations, focusing on the risk that borrowers will fail to meet their obligations. According to Duffie and Singleton (2003), credit risk arises from changes in the credit quality of borrowers and is one of the leading causes of financial distress in banking institutions.
In Nigeria, Adegbite and Onwumere (2022) noted that credit risk is a primary determinant of profitability and sustainability of banks, and unmanaged credit risk typically manifests as bad debts. This theory supports the view that poor risk assessment mechanisms directly lead to higher loan losses and declining financial performance.

Agency Theory
Agency Theory, developed by Jensen and Meckling (1976), is used to analyze relationships in which one party (the agent) is expected to act in the best interest of another (the principal). In the banking system, agency problems may arise between bank managers (agents) and shareholders (principals), or between loan officers and senior management.
When credit decisions are made based on personal interest or external influence rather than on objective assessment this can lead to loan defaults and accumulation of bad debts. Ogunleye and Bolarinwa (2023) found evidence of political interference and internal collusion in the loan approval process in Nigerian banks, reinforcing the relevance of agency theory in explaining bad debt challenges.
Financial Intermediation Theory
Financial Intermediation Theory views banks as intermediaries that mobilize funds from savers and allocate them to productive investments. First proposed by Gurley and Shaw (1960) and expanded by Benston and Smith (1976), the theory suggests that effective intermediation is essential for economic development.
However, when bad debts rise, banks become risk-averse, reduce lending, and compromise their intermediary role. According to Chukwuka and Ekekwe (2021), Nigerian DMBs facing high NPL ratios tend to tighten credit conditions, leading to lower credit availability for productive sectors and ultimately impairing economic growth.
Modern Portfolio Theory (MPT)
Introduced by Markowitz (1952), the Modern Portfolio Theory emphasizes diversification to minimize risk. Applied to banking, MPT suggests that banks should diversify their loan portfolios across different sectors, regions, and borrower types to reduce the risk of bad debts.
Recent findings by Nwude and Akani (2022) show that Nigerian banks with diversified loan portfolios had lower NPL ratios compared to banks heavily concentrated in specific sectors such as oil and gas or real estate. This underscores the importance of strategic loan diversification as a tool for mitigating the effects of bad debts.
2.3	Empirical Review
Empirical review by Bourke (2021), Demirguc-Kunt and Huizinga (2021), Abreu and Mendes (2022), Goddard et al. (2021), Naceur and Goaied (2022), and pasiouras and Kosmidou (2021) indicate that banks that hold a high of equity relative to their assets perform better in terms of profitability. These studies suggest that as bank’s capital ratios increase, the cost of funding tend to fall due to lower prospective bankruptcy costs. Furthermore, overhead costs are also an important determinant of profitability; the higher the overhead costs in relation to the assets, the lower the profitability of a bank (Athanasoglou et al., 2018).
	Abreu and Mendes (2022) investigate the determinants of banks interest margins and profitability for some European countries noting that well capitalized banks face expected bankruptcy costs and this advantage “translate” into better profitability. The macroeconomic variables employed in the study; unemployment rate show a negative but significant relations relationship, while inflation rate is observed to be a relevant factor in explaining bank profitability.
	Goddard et al (2022) study the performance of European banks across six countries. They find a relatively weak relationship between size and profitability- measured by return on equity. Only banks in the United Kingdom show a significantly positive relationship between off-balanced sheet business and profitability. Even though competition among banks is thought to have increased over the period, there is significant persistence of cumulative abnormal profit for the period, 1992-1998.
	Pasiouras and Kosmidou (2022) find a positive and significant relationship between size and profitability of a bank. Other authors, such as Berger et al (2022), provide evidence that costs can be reduced only slightly by increasing the size of a bank and that very large banks often encounter scale inefficiencies. Micco et al (2007) find no correlation between the relative bank size and the return on assets for banks, i.e., the coefficient is always positive but never statically significant. A major determinant of bank profitability is the credit risk or liquidity risk the bank is willing to undertake.
	Abrue and Mendes (2021), who examined banks in Portugal, Spain, France and Germany, find the loan-to-assets ratio, as a proxy for risk, has a positive impact on the profitability of a bank. Bourke (2022) and Molyneux and Thornton (2021), among others, find a negative and significant relationship between the level of risk and profitability. This result might reflect the fact that financial institutions that are exposed to high-risk loans also have a accumulation of unpaid loans. These loan losses lower the returns of the affected banks. Furthermore, Beck a al. (2022) in assessing the effect of privatization on the performance of Nigerian banks from 1990-2001, controlled for the age of the bank, since longer established banks might enjoy performance advantages over relative newcomers. Their results for the Nigerian market indicate that older banks did not perform as well as newer banks, which were better able to pursue new profit opportunities.
	Athanasoglou et al. (2022) include determinants of bank profitability such as central bank interest rate, inflation, the GDP development, taxation, or variables representing market characteristics (e.g., market concentration). The results indicate that industry structure does not affect profitability of Greek banks between 1985 and 2001, but macroeconomic determinants and bank specific variables were significant. 
2.4	Gap in Literature
While there is existing research on the impact of bad debt on bank performance, there are several gaps in the literature that need to be addressed. Some of the key research gaps include:
1. Limited studies on Nigerian deposit money banks: Most studies on bad debts have focused on developed economics with bad limited research on the Nigerian banking sector.
2. Inadequate analysis of the impact of bad debts on bank performance: Existing studies have primarily focused on the causes of bad debts with limited analysis of the impact on bank performance.
3. Lack of industry-specific studies: Most studies have focused on the banking sector as a whole with limited research on the specific challenges faced by deposit money banks in Nigeria.
4. Insufficient exploration of strategies for managing bad debts: There is a need for more research on effective strategies for managing bad debts and improving bank performance.     


















CHAPTER THREE
3.0	RESEARCH METHODOLOGY
3.1	Introduction/Historical Background of First Bank
The bank was founded in 1894, the hipping magnate from Liverpool, Sir Alfred Jones and it commenced as a small operation in the office of Elder Dempster and Company in Lagos.
It started its name under the corporate name of the Bank of British West Africa (BBWA) with paid up capital of 12,000 pounds sterling after it has absorbed it predecessor, the African Banking Corporation which earlier established in 1892. Changes in the names of the bank also occurred in 1979 and 1991 to First Bank of Nigeria Limited and now First Bank of Nigeria Plc. Respectively over the years, the bank has experienced phenomenal growth rate with a share capital grew to #1.016million as at March 2002.  Its total assets base was #266.4 billion while its deposit base stock as at march 2002 is #168.26billion and the bank share capital base as at 2006 is #50.4 billion.
The market capitalization as at 2007 is #996.49billion why the share capital base as at 2007 is #156billion respectively.
As a result of improvement in telecommunication, the branch network of the bank as has increased from 339 to 408.  In the financial  service industry more branches and the delivery channels are to be added to the network to bring our service close to our numerous customers.
3.2	Research Design
This chapter describes the techniques and procedures used by the researcher in conducting the study and accumulating the data for the study. It comprises of sources of data, population of the study, sample size, method of data collection, method of data analysis and limitation to methodology.


3.3	Population of the Study
The study based on the existing bad debt management system with regards to the prudential guideline introduced any CBN. However, while data that are relevant to existing CBN credit policy implementation and status were obtained using internal resources (respondent and material available in house) the researcher also collected date from cross section of banking departments and branches that are deeply involved in credit policy (loan recovery section) also are bank customers generally, on what problems they encounter in meeting repayment of loans grant them by the bank. This was done with a view to having inputs into the study from the prospective of both first bank officials who are involved in  lending and customers  who are borrowers. The site of first bank branches used for collecting customer’s response are:
i. First Bank of Nigeria Plc, Oluyole Estate
ii. First Bank of Nigeria Plc, Dugbe Main Branch Ibadan
iii. First Bank f Nigeria Plc, Agodi Branch in lbadan
iv. First Bank of Nigeria Plc, Orita Challenge.
It was assured that since most of the services are being coordinate from the head office i.e. by the corporate finance department of the bank. Hence, the researcher hopes use the information to derive a loan management policy made which would assist the bank in reducing the bank log of its bad and doubtful debts which are inimical to the realization of its corporate objectives.
The study elicited the responses of both the bank officials and account holders (customers) drawn as follows:







Bank Official Questionnaire Distribution
	Bank /Branch
	Address
	No. of Question (Distribution)
	No. of 
Question

	First Bank of Nigeria Plc
	Agodi
	20
	20

	First Bank of Nigeria Plc
	Dugbe
	20
	16

	First Bank of Nigeria Plc
	Oluyole estate
	20
	15

	First Bank of Nigeria Plc
	Iwo-road
	10
	6

	First Bank of Nigeria Plc
	Orita-challenge
	10
	3

	Total
	
	80
	60




Table II Account Holders Questionnaire Distribution
	BRANCH
	ADDRESS
	NO OF QUESTION (DIS)
	NO OF QUESTION

	First Bank of Nigeria Plc
	Agodi
	30
	25

	First Bank of Nigeria Plc
	Dugbe
	30
	27

	First Bank of Nigeria Plc
	Oluyole estate
	20
	15

	First Bank of Nigeria Plc
	
	20
	20

	Total
	
	100
	87










3.4	Sample Size and Sampling Techniques
The sampling size used by the researcher in this study constitutes all the workers of the First Bank of Nigeria Plc.
3.5	Methods of Data Collection
This research work draw data from each source that is primary and secondary data.
Primary Source
Questionnaire and oral interview were used as primary data. Questionnaires were administered and oral interview were conducted to financial managers.
Secondary Source	
The researcher also collects data from text books, journal and unpublished materials like class note books.
3.6	Methods of Data Analysis
Several level analysis are to be carried out here, the starting point is to evaluate the performance of first bank of Nigeria plc from 1997 – 2006 for where there are data.
The profit performance of the bank period 1997 – 2012 will be a testimony of the fact that paper profit were being declared by banks. I shall proceed to examine the amount set aside by the bank from year to year in respect of bad debt loan provision.
As a follow up, he study will proceed to examine the impact of bad debt on profitability of first bank between 1999 – 2012 (see table)
Firstly, I shall use the result to determine how the bank i.e. the method employed by first bank in managing its bad and doubtful debts following the introduction of the prudential guidelines and its survival strategies. 
Table: Some performance indicators of First Bank Nigeria Plc.



Year Debt Net Profit Debt and Advances and Doubtful
	YEAR
	MILLIONS
	MILLOINS
	MILLIONS

	1997
	25.2
	1.490
	16.9

	1998
	29.8
	1.377
	21.3

	1999
	29.1
	1.402
	30.3

	2000
	52.4
	1.474
	29.6

	2001
	86.6
	1.869
	48.9

	2002
	68
	2.047
	60.8

	2003
	94
	2.253
	66.6

	2004
	106
	2.403
	72.6

	2005
	205
	1.652
	395.2

	2006
	19
	1.679
	3387


Source: First Bank of Nigeria Plc Various Annual Report And Statement Of Account
One data requirement the study will rely heavily on secondary data that is those information that have been published by the first bank or the Central Bank of Nigeria where available. The following publication have been identified for us.
1. Monthly publication by the first bank of Nigeria plc. First bank of Nigeria economic bulletin.
2. Annual report and account by first bank of Nigeria plc (1997-2012)    
3.7	Limitations to Methodology
The study covers a periods of ten years i.e. 1988 – 1997. the period is considered reasonable enough to provide useful information for my research findings. The period is significant in the annuals Nigeria financial system for so many reasons.
	Firstly, the period 1988 – 1997 represents a landmark in the efforts the country to activate stable economic and political base.
Secondly, the period is renowned for the various efforts of the government to bring about permanent stability into the country’s political system within the realms of government economic management.
	Various attempts were made in the areas of exchange rate management and credit control of significance is the problem of interest and exchange rate volatility with their adverse consequences on phenomenal increase in the growth of banks (commercial and merchant bank) finance and pavicty of data, the scope of the study. Therefore restricted to first bank operations in Ibadan.
	The justifications for limiting my study to Ibadan area are:
i.	Most of the profit making branches of the banks are in Ibadan being an urban area.
ii. 	The bank has an area office in Ibadan, it is therefore possible to relate the feeling of the workers in both the area office and the branches.
iii. 	Varied and divergent opinion are easily obtainable in Ibadan, the customers are partially sophisticated.
Serious limitation to the study is the problem of data collection. Through this is not peculiar to this study.  It must be recognized that not until the prudent guidelines came into effect November 1999.  Most banks do not realize the implication of keeping a large chunk of non-performing account in their books nor do they realize the need to make adequate provisions of date for bad and doubtful debts.  What banks did at best was to make petty provisions for those classes of debts.












CHAPTER FOUR
	DATA PRESENTATION AND ANALYSIS
4.0	Data Presentation 
Table IV: Managing Bad Debt First Bank of Nigeria Plc Response
	Response Question No
	Strongly Disagreed
	Disagreed
	Undecided
	Agreed
	Strongly Agreed
	Reponses

	
	D
	
	
	
	
	

	1
	1
	1
	-
	20
	63
	85

	2
	42
	42
	1
	-
	-
	85

	3
	-
	-
	-
	15
	70
	85

	4
	-
	-
	-
	10
	75
	85

	5
	-
	-
	-
	25
	60
	85

	6
	-
	-
	-
	
	85
	85

	7
	-
	-
	2
	8
	74
	85

	8
	70
	11
	-
	1
	3
	85

	9
	-
	-
	-
	-
	85
	85

	10
	20
	5
	-
	10
	50
	85

	11
	-
	-
	-
	12
	73
	85

	12
	15
	5
	-
	25
	40
	85

	13
	15
	-
	-
	10
	60
	85


Source: Survey, 2025
Total Questionnaire: 100 Response: 85 Undecided:3
Table V: Response Factors To Consider When Making Lending
	QUESTION NO
	TRUE
	FALSE
	NO ID
	TOTAL RESPONSE

	1
	76
	4
	5
	85

	2
	80
	3
	2
	85

	3
	79
	4
	6
	85

	4
	42
	42
	1
	85

	5
	83
	1
	2
	85

	6
	42
	43
	-
	85

	7
	82
	1
	2
	85

	8
	42
	33
	10
	85

	9
	78
	4
	3
	85

	10
	78
	7
	-
	85

	11
	78
	7
	-
	85

	12
	84
	-
	1
	85

	13
	78
	6
	1
	85

	14
	78
	7
	-
	85

	15
	-
	80
	5
	85



Table VI: Signs Of Loans Going Bad Response 
	QUESTION NO
	TRUE
	FALSE
	NO ID
	TOTAL RESPONSE

	1
	78
	6
	1
	85

	2
	-
	83
	2
	85

	3
	-
	85
	-
	85

	4
	85
	-
	-
	85

	5
	85
	10
	-
	85

	6
	70
	12
	5
	85

	7
	70
	5
	3
	85

	8
	79
	6
	-
	85

	9
	79
	2
	-
	85

	10
	83
	-
	-
	85

	11
	85
	12
	-
	85

	12
	73
	12
	-
	85

	13
	73
	12
	-
	85

	14
	73
	12
	-
	85

	15
	68
	17
	-
	85

	16
	68
	8
	9
	85

	17
	68
	10
	7
	85

	18
	70
	15
	-
	85

	19
	77
	11
	1
	85


 
Table VII: Age And Experience Response
	Grade/ Yrs
	Officer
	Asst. Manager
	Manager
	Senior Manager
	0 -5
	5 – 10
	15 - Above

	PRESENT GRADE
	26
	25
	20
	14
	-
	
	

	LENGTH OF SERVICE
	-
	-
	-
	-
	-
	51
	20

	YEARS IN LENDING
	-
	-
	-
	-
	3
	51
	31




4.1	Data Analysis
A total of 100 questionnaire were prepared and sent out of the 85 were returned, the following result emerged on the first part of the questionnaire (see table IV) which focused on the factors determining lending, almost all exception two old not agree that lending constitutes the important function of a bank. Unanimous answer was obtained in question 3. all the respondent agree that the central bank of Nigeria determines lending that are the made by banks aids its monetary and credit guidelines that issued at the beginning of each year. The bank at the same time influences direction of lending. Almost all that completed the questionnaires agreed that the prevailing economic situation at any given time influences credit policies that re adopted by banks. Similarly, all respondents disagreed with the statement that there are constraint to lending except those by CBN. In a way, they believe that apart from those constraints prescribed by some internal factors that are peculiar to them. Question 8 of the questionnaire posed a kind of surprise, 81 of the respondents from first bank agreed that lending involves some kind of specialized skill and therefore not anybody can lend. These were no abstention on question 9.  Everybody believes that legal framework, the CBN monetary policy and the banks internal constraints are critical to making lending position. Question 10 tends to generate a conflicting borne probably out of incorrect interpretation of what comes first, while about 60 agree that the respondent are of the opinion that legal framework is not as important as the in eternal constraints of the most controversial of the questionnaire is number 12 and 13 which try to find out whether it is possible for banks to evade same of the provisions of the CBN credit guidelines. For the first time a larger proportion of the respondents (65) agreed that it is possible while a large number (70) say it is possible to lend in excess of the  guideline without being caught by the monetary authority. The second part of the questionnaire is in affirmitive, nearly all the officers of first bank that participate in the completion of the questionnaire agree.
a. 	The purpose of borrowing by a customer needs to be clearly stated.
b. 	The exchange rate, is an important factor on lending decision.
c. 	There is important to hold some things as security for nuisance value.
Opinion is however divided to about 50:50 on whether the sources of repayment of loan needs to be stated in the application by the borrower. Forty-two (42) of the eighty-five (85) that returned their questionnaires said it was not necessary to emphasize repayment once the project is considered viable. Almost the same result was obtained the question 8 in which we wanted to know whether first bank believes in security more than viability of the project.
Ironically, 18 out of 85 said they believe I ability of project to perform, they also believe that a good security must appreciate in value overtime and that fixe asset in this day of inflation are more reliable as security against lending. On the reliability and realization of legal mortgage is slow and cumbersome and when compared with cash securities. All respondent disagree on the question that equitable mortgage is more reliable than legal mortgage.
A large percentage about 91.8% respondents agree that the cost of obtaining legal mortgage is becoming prohibitive.teh first question in the part three of the question (table VI) arises to examine why a large chunk of 78% of the respondent agreed that the fault is in thT OF appraisal officers. All the respondent disagrees with the statement that a problem loan does not have anything to do with a bank. They also agree that a problem loan increase a bank’s liability substantially while the statement that a problem, the loan may manifest even before a loan becomes due.
Question (6) and (7) also did not pose much disagreement.
However, the date collated showed that 70% of the 85 supports the ascertain that identification of the cause of a problem is difficult and may be complex while 78 forwarded the proposition that the handling of problem loan depends on the size in relation on the bank’s Lending Limit (LLL). Almost all respondent excerpting to disagree with the statement that if the lender can obtain the debtors full co-operation. It increases considerably the chances of correcting the situation without a change of and the financial/ruin of the borrower. It was generally agreed that it is difficult to obtain the co-operation of the borrower.
With respect to question 12, 13 see table VI and 14 also received on the support of statement that:
a. When a loan adjusted to be going bad, the attention of the borrower must be drawn to it.
b. A formal demand of notice be served on the borrower before embarking on security realization and.
c. The cash and other liquid securities must first be realizes before falling on other collateral.
Similarly, not less than 80% of the respondent support the view loan recovery section must be set up and strengthened by the banks in view of the growing incidence of bad and outperforming account and that loan recovery team must be tactful and dynamic else, the efforts of the banks at recovering their loans may be thwarted by difficult and unpromising debtors
In the same vein, it was agreed that recovering a bad loan is more difficult than lending money out to customers. Finally, 95% of the 85 respondent agreed that while debt factoring as good option which is now widely practiced. It must however be taken as the last step as it is lostly and tends to destroy relationship between the borrower and bank.
An analysis of part IV (see table VII) of the questionnaire indicates 60% of the respondent have about 10 years experience in the bank and keep between 5 to 10 years in advances. Also about 605 are with officer and assistant grade level.



	Test of Hypothesis
GENERAL STATEMENT OF THE HYPOTHESIS
There is significant relation between bad debt management development and financial management in Nigeria economy.
NULL HYPOTHESIS: Ho P = 0
Indicating that in an ideal situation at least one of the independent variables (Decision variables) has an influence on the dependent variable (criterion variable). This therefore, shows that there is a significant relationship between commercial banks and financial management.
Alternative hypothesis: HA: P = 0
This show that none of the independent variables (decision variables) has an influence on the dependent variable (criterion variables), which show commercial banks and financial management.
One of the characteristic of this study to enumerate some fundamental hypothesis statements revolving around the problems of the study.
Therefore, some hypothesis have be formulated to make clarification on the problem of management and particularly on bad debt in commercial bank and satisfaction. For this reason the following hypothesis are tested:
i. The perception of adequacy and availability of bad debts would tend to influence job satisfaction.
ii. Workers perception of bad debts would tend to influence their attitude to work.
iii. Interest and prospect enhancement in management of bad debts tend to affect job satisfaction
iv. The preference between remunerative and non-remuneration management of bad debts in commercial bank would tend to affect workers attitude to work.


4.2	Data Interpretation
Considering the hypothesized phenomena as depleted in this research study, the findings have evidently showed management of bad debts in commercial bank. It is shown that banking reduces fraud when conducted with professionalism and almost sincerity.
	It is shown evidently from the result of hypothesis that bank still depict some kind of act of corruption but with proper checks and balance being in place this should be curtailed.
Therefore, it is imperative that for a proper banking to take place, proper checks should be put in place in order to make the profession a replicable one. 
In order to know the depth of work already carried in this area of study, a variety of literature was reviewed in the second chapter areas like meaning of bad debt management/effects of bad debts and risk analysis need for management of bad debt in commercial bank was dealt with. In data collection for this study, the method was used exclusively, the analysis of collected data was established, this contain the description of respondents, perception was calculated through the use of sample percentage of frequency and these were enumerated and discussed.
Moreso recently some banks were taken over by other banks due to its large percentage of loan been regarded as bad debt.
A typical example was intercontinental bank plc been taken over by access bank and Oceanic Bank been taken over by Eco Bank Plc.






CHAPTER FIVE
5.0	SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	Summary of Findings
This study has afar attempted to show that first bank of Nigeria Plc, is one of the leading banks in the country in almost all fronts. It is perhaps the leading bank in term of network of branches with over 280 branches spread over the thirty six states of the federation including the federal capital territory Abuja. It is indisputably the leading bank in the country interms of assets and deposit base with over #8.56 billion deposit in 1999 terms of profitability the bank is also ranked high except in 1990 and 1991 when the application of prudential guidelines introduced in November 1990 took a great on their earnings and declared profit/loss position.
The bank for the first time ever in the history of its operation in the country since 1894 declared a controversial was position of about #205millom. This in fact testifies to the assertion that the bank is a leader both good and bad times. The study has been able to show that the lose rising from bad and doubt fill  account depends on so many factors these s factors as we have and related prominent among economic environment or adverse  financial trends, government economic policy, the legal and institutional framework and the internal control system of the leading institutions  of significance, is the ability of the leading offices to make accurate decisions since most of the bad accounts results from bad  judgments or wrong decisions. Other factors that may fuel the development of bad debts are: Fraudulent information, loss of debits co operation, disappearance or depreciation of collateral.
We have also attempted to show some warning signal, which are indicative of loan deterioration most of which are not controllable, or only partially controllable by the borrower, acts Good, and vulnerability to adverse treads, Good loan  management as we have shown requires cost/benefit/return analysis. The cost of managing a loan or pursuing repayment should be responsible else a bank or lending officers against load or any other financial exposure must be such that do not depreciate involved must  be such that much be easily realizable. When security against lending is important consideration must be given to the ability of the project to itself.
Once an account is identified as a problem account, assistance by way of suggestion for improvement of business in form of restructured operation and diversification should be initiated. If it is discovered that the cause is due to lack of enterprises or poor promotion by the borrower, the facility should be called and classified into bad and doubt fill category. This is to engender realization efforts by the accredited staff. The issue of security should not be ignored since it remains of last hope of the bank at the end when the  obvious happen, where the business is beyond redemption then the ultimate will be to minimize losses  consequently, the  following   step are very urgent. 
1.	Issue finding demand letter and call up the debt if there is no response by customer.
2. 	Safeguard security, that is ensure that the security port folio are in order and easily realizable.
3. 	Call in guarantees if any
4. 	Realize security if any / possible
5.	Petition for wading up in case of a corporate entity and or appoint a receive/manager.
6. 	Proceed on legal action, through more cumbersome
7. 	Sale of asset or sue for fore closure.
	What is the next action look like depend on the nature of the next business, the promoter(s) the type and status of the securities held, the prevailing legal and fiscal regulations governing the business in question and the status of lending itself.
5.2	Conclusion
It is hardly possible for a bank to avoid completely the ugly incidence of bad and doubtful debt. It is even more difficult identifying those account that wound go bad at anytime. However, it is always very important that a banker exercise pre – lending control once a facility has been agreed by arrangement. The options left open to a great extent on the care which caution and security have been respected before hand. To a great extent on the care which depends on the quality and discipline of the manager and inspection team of the bank.
The bank effective way of limiting one’s losses now ever, is to stop paying out. Thus limits imposed in credit decisions must be respected and the temptation to permit a customer to encroach his credit celling must be resisted.
Where it is unavoidably necessary to subscribe additional funds to a customer to save those that had already gone in one must be very careful and must ensure that the new fund will not go the way of previous ones. The additional fund being must be able to ease the burden on the customer’s business and bring about consideration improvement in his activities else, it may swell up the quality of bad account. In times of recession, extra caution needs to be observing since weak business are always in trouble.
Bad debts erodes the share holders confidence in the management and threading the asset base of bank and its long run survival. It is therefore important that an internal mechanism is built in which enable the bank to review periodically its strength and weakness and adjust accordingly before it is late. This is why the prudential guidelines is regarded as a hold attempt to safe guard shareholders in interest as well as the fortune of banks in this country apart from being in line with internationally accepted practice.
5.3	Recommendation 
Most bankers cannot unequivocally declare that they have been untouched by problem loans. It is becoming a way of life in today’s volatile economic situation, virtually all banks sustain problem loans. The only feasible approach to hanging it is minimize its impacts, it is against this background that we recommend the following as a way of reducing bad debt accumulation by banks, in particular Fisrt Bank of Nigeria Plc. Our recommendation, is also influenced by the size of first bank and its long year’s experience in banking and impact of the Nigeria economy.
	In the first place, first bank of Nigeria plc should as a deliberate policy review its recruitment policy with emphasis on the recruitment of competent, educationally the qualified and found personals to its lending and credit department. Most preferable are the qualitative accountants, economists, finance graduates and students that are well groomed in sound training in the act of credit analysis and advances must be emphasized and outside the bank to complement. Those advances must be emphasized on training being organized by the bank since, most advance go had the very day they are granted. In additional adequate lending control must be built into reduce incidence of personality or man know mankind of lending which often results in bad and doubtful account. In granting lending powers to the officers at the sport of lending, special peculiarities of each region must be taken into cognizance.  
	Lending officers must realize the importance of undertaking business dealing in an atmosphere of a far. Course of conduct, lending officers should exercise maximum restraint in dealing to gain to the borrower’s attain or cooperation as such action can be used against the bank in a law court.
	Bank should never use exercise control over the borrower or unreasonable interference in its business to avoid being laced in a position of being faced with accusation, or economic coercion as a result of pressuring the borrower to do certain things clearly far.
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