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ABSTRACT
A bad debt is one of the problems facing by banks and other financial institution. The objectives of this project work breakdown into various stages for easily understanding is contain five chapters. 
Chapter one deal with introduction of the study, background of the study, aims and objectives of the study, statement of the problem etc.
Chapter two contains Literature review, the conflict between profitability and liquidity, implication of bad debt to the organization, staff customers and shareholder, principles of lending etc.
 Chapter three deal with the Re-statement of research hypothesis, research design, population of the study etc.
Chapter four includes presentation of data, area of study, history of Union Bank of Nigeria plc while chapter five make necessary recommendation to Union Bank and other financial institution in Nigeria on bad debt.
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CHAPTER ONE
1.0	INTRODUCTION
Banking operation is very important in the stating of any economy in the functions of commercial bank in an economic system is the transfer of funds from the surplus unit to the deficits units. The surplus unit provides the fund needed to the deficits unit for investment purposes, this is essential for economic growth of any country. The commercial bank are the intermediaries between the demand side and the supply side.
Banks in the process of performing their code of financial intermediaries between surplus unit and deficit unit create deposit when a bank give out loan to a customer account with the amount involved. The credit to the customers account which has become now deposit which is allowable to the bank for further lending to their prospective borrowers.
The ability of a commercial banks to grant loan is on the level of deposit of hours generated and the legal reserve requirement supposed by the central bank. 
A bank earns a return for performance of the role mobilizing is important as well as the bad debt account due to the numerous reason which may includes the likely death of a borrows, possible illegal diversion of funds, poor state of the economic, not all the loans granted by banks to if customers are rapid when due, such problems on loan and advances are classified as bad debt and doubtful debt.
Bad debt are losses to banks and are capable of reducing the returns that the share holders and contribution of the banks to economic and social development of the country 
1.1	BACKGROUND OF THE STUDY 
Through the resolution to create a debt recovery department out of the Head office advance department was finally taken on 31st December 1984 but practically implemented on 31st January 1985 
The department was born out in the banking company total port felid posed of the apex management members i.e Board  of Directors. The total bad debt on at 31st December 1984 was N311285424 which represent 19.9997% or 20% of the total loan and advances of N1556412000 and about 8.656% of the net company asset bearded source debt recovery department head office of union bank of Lagos 
The department was said in still under the responsibility to reappraise each of its debtors on the basis of the trend of economic situation and revalue their security with the view to determine the debtors work with the outstanding debt balance on the company books the department in the apex arbiter to determine the amount to be paid in full and final settlement of debt by any debtors after adequate consideration is respect of interest concession, security revaluation and realization position of the debtor, the percentage of the company profit and interest in terms of image must be given though after re-appraisal of company’s credit committee which in terms report to the Board of Director   
1.2	STATEMENT OF THE PROBLEM
The study investigated into the management of debt in Union Bank, it had been discovered that several factors affects the decision of the bank management in the numerous factors considered are the time factors, the nature of the business of the company involved and its management team and the type of industry in to which the company’s falls.
A study concern itself with the examination of low factors like non products financial management, natural disorder, prevailing economic difficulties which has caused many countries to operate below capacity and other have affected management of bad debt.
1.3	RESEARCH QUESTIONS
Question one: what are the causes of bad debt in union bank
Question two: what effect does the inefficiency of bank regulation body have on the existence of bad debt in Union Bank.
Question three: what relationship exist between bad debt
Question four: what impacts does bad debt have on the regarded growth of the Nigeria Economy.
1.4   OBJECTIVES OF THE STUDY
The following are objectives of the study 
· To find out the causes of bad debt in union bank
· To ascertain the effect of the inefficiency of bank regulation body have on the existence of bad debt in union bank
· To determine the relationship that exist between bad debt and union bank 
· To ascertain the impacts of bad debt on the regarded growth of the Nigeria economy 
1.5   RESEARCH HYPOTHESIS
These are suggested solution to research question
H1: There is significant relationship between the menace of bad debt and the distress of Nigeria commercial banks
H0: There is no significant relationship between the menace of bad debt and the distress of Nigeria commercial banks 
H1: Banks loans and advances has significant impact on Nigeria economy
H0: Bank loans and advances has no significant impact on Nigeria economy 
H1: Credit administration and management will have significant effect in minimizing bad and doubtful debt in banks 
H0: Credit administration and management have no significant effect in minimizing bad and doubtful debt in banks 
1.6   SIGNIFICANT OF THE STUDY
Union bank take stock activities on the invaluable contributions they have made towards the growth and development of the Nigeria economy. They have nurtured much small business which has grown to the big business tiers of government as they seek to foster accelerated economic growth. Bank frontline position in the industry today is a strategies option over the years, as thereby look ahead, they see economies opportunities for the economy. Accordingly we have embarked on some strategic initiatives that would enable adequately exploit those windows of opportunities 
In this regard they have upgraded their flex cube banking application from 2007 4.3 to 6.5 (retail) and from 3.2 to 2.2 (corporate) the flea cube upgrade project was to allow match competition by providing value added services to valued customers. Apart from huge investment in ict infrastructure on staff training cutting across different cadres these measures were further intended to dive our E-banking products and services and offer more conveniences to customers, it ability to prefer solution to the problem of fraud.
It expose student to information and build them in the act research data, information collection and bold project writing 
It serves as an alert to the regulation body of financial institution on that, if fraud is not urgently death with, it might just paralyze the economy totally and not spanning the banking section.         
1.7	SCOPE AND LIMITATION OF THE STUDY   
The scope and this research is centered on the business operation and working on the union bank of Nigeria plc, which gives insight explanation on its management of its bad and doubtful debt in loans and advances department and the effect of bad debt on the profitability of banks. 
1.8	LIMITATIONS OF THE STUDY 
	The limiting factors of bad debt on profitability of union bank useful  advice and recommendation.
	Owing to nature of this study which is restricted by certan factors like time and finance. It should be seen as extraneous function in union bank plc by using primary and secondary data. In computing this project, there were some few things that seems as constraints to the researcher.
1. FINANCIAL PROBLEM: This an undeniable constraints faced by the researcher due to non availability of money at the right period to due in carrying out the research and to gather the needed information more effectively and accurately.
2. Time: This is the main constraint fazed by the researcher in gathering and collection of needed information. As a result of this enough information was not  
1.9	DEFINITION OF TERMS 
1. Auditor: this is an independent professional accountant employed by a company (shareholders) to audit the financial state meant of the company.
1. Teeming and lading: Using the money received from one debtor to clear the account of another debtor whose money was previously misappropriate company in order to establish its authenticity and lunchernty to standard
1. Boflo: bank and other financial institutions decree
1. Dual central system: A system of two central system in which one serious as a check on the lapses of the other
1. Lending: act of granting money out on credit
1. Security: These are financial documents issued by the government of the public to source for funds implying on state of indebtedness of the government to the holders of such document
1. Questionnaire: A set of reposting system of evaluation via the use of pretend form of question
1. Credit: Granting the use of possession of goods without immediate payment.
1. Internal control: System of controlling actual performance against standards through the use of presented mechanizes.
1. Bankrupting: A declaration by a court of law that an individual or company is insolvent (can not meet its debts on the due date)
1. Share holders: There are members and owners of a company via their ownership of the share the company
1. Payroll: this is a record card that shows that gross wages, tax deductible and the net wages payable to an individual workers.
1. Remuneration: Reward for labour and services
1. Orgardgram: this is the structural arrangement in an organization
1. FEM: foreign exuding market
1. CBN:	 central bank of Nigeria.
1. BAD DEBT: this can be define as irrecoverable debt on the balances of credit i.e principle and accumulated and interest irrecoverable 
1. DEBT RECOVERY DEPARTMENT: this is a department created to manage the affairs of bad debts in union bank of Nigeria plc 
1.10	ORGANISATION AND PLAN OF THE STUDY
The problem of bad debt is an unhealthy phenomenon particularly in the area of banking business which has plagued the business for decades it is self evident that financial institute are not charitable organization but profit oriented bodies which is similar to union bank of Nigeria plc.
Bad debt intern is as old as union bank of Nigeria plc thought they were very insignificant compared to company total loans and advances, corporate bodies and government agencies to honour their obligations
The incident of bad debts become very pronounced at the berth of structural adjustment programme in July 1986 during the regime of General Ibrahim Babangida, it becomes abundantly clear that bad debts have generally been on the increase in the parable views of debts turning to bad debt stated in 1986, it is a serious concern to the board of director of Union bank of Nigeria plc. Hence the stricter policies on credit with similar course for both senior and junior management on bad debt and recoveries strategies 


CHAPTER TWO
2.0	LITERATURE REVIEW
	A lot of things have been written on the effects of bad debt. The effect of bad debt on profitability of bank in order to avoid or reduce the exploit to which loss give by commercial bank became doubtful and bad debt are discussed in several theoretical studies by professional viewing the subject from professional angles.
	Another (1992) in his own assertion on bad debt said, the asset from banks are mainly loans therefore, the issue of bad debt, is fundamental, it is proportion of total asset and therefore, becomes significant an institution can be forced into liquidation in order to protect creditors and ultimately, the deposit fund, it is not hard to image that as bad debt have balance in recent times. So has problem of insolvency increased.
	A situation that ought to concern not just stock holder but management staff as well as those whose jobs are placed in jeopardy. In avoiding effects of bad debts, Duerenberry (1914) state that banks should be prepared to meet deposit withdrawing of any time. Also they must be prepared to meet minimum cash requirement of the owners of any time, therefore, a substantial amount of assets which can be readily requirement of the owners of any time, therefore, a substantial amount of assets which ban be readily liquirement and held enough vanity cash to accommodate their customers result for currency. Once these conditions have been met banks can interest the remained of their asset in business loans, mortgage loans installment loan to customers or in federal, state and local or corporate bodies. The limited amount eventually invested, in loans can be properly monitored, the proportion of the loan amount has happen to be and will not have significant effects on the operations of the bank if the conditions are meet before agreement are entered into.
	Eleze (1994) further puts it that the origin of effects of bad debt can be traced to several factors. They can be caused by lending institution service organization customers and government. He asserted that inability on the part of individual or corporate bodies to meet their financial obligation as they will full due. It if quite obvious than the problem has persisted and it even assuming an alarming proportion in Nigeria today.
	On commercial bank behaviour the risk diversion model associated with parking (1970) and pule (1971) are viewed as a risk asset which bank purchase because of the existence of positive risk premium over the return on a risk-less security. In this view optimum asset and liability choice are interdependent bank use as ordinary process to exploit the difference in the excepted rate of return between deposits and loans which is eventually eliminated by diversion to increase risk.
	Stephen and Charles (1970) maintain that the length of the credit period should tend to increase sales and therefore profit, unless of course the sales are off set entirely by increased cost. Reduction in the length of credit period would not only reduce receivable but would also tend to cause some customers to move elsewhere, however, this policy must be used with caution for a customaters tend to make the credit terms as a fixture and except constituents and revenue for such changes in policy is show below. Figure 1: Hypothesis relationship between marginal cost and marginal revenue due to a declining rate the length of the period increase bad debt carry cast and so on more than off-set (Gross Mr) increase in revenue.
	Ajaji, O,A. Ayo – oyoebiyi G.T and Adeniran O.J (2005) argue that the effect of bad debt on profitability of banks may be duet to improper credit appraisal, diversification of fund, wrong initiative, poor loan management inadequate knowledge of the customer inadequate monitoring etc. could be the cause of the bad debt to a bank and there by reduces the profit ability as such banks.
	Lion sealy and pindley (1971) prngle (1973) stovin (1975) and Suslika (1993) view that the process of lending is made to follow some laid down rules and regulations. Application of such rules however, required careful consideration to enable both parties involved desire satisfaction the lending principle with the basic economic laws therefore matter (1972) argued that the rules should not be applied with rigidly, he then concluded that the principle must always be base principle that serves as guide bank lending are:
1. Safety: The safety of any loan and advances is paramount importance to the bank then thee grant can be rapid from the operation of the borrowers. The source of the repayment must be doubtful. Hence banks places great emphasis on the character, integrity and reliability of the borrows must be able to provide acceptable security which will serves as a guarantee for repaying the debt incase of the expected source of repayment falls.
1. Suitability: it is necessary for the bank to ensure that the purpose of the loan is not conflict with economic and monetary policies of government been when safety requirement have been satisfied to achieve this, bank lending in Nigeria is highly regulated and controlled by the central bank.
This is done through the imposition of qualitative and quantitative limitation of bank lending. The guidelines vary from year to year depending on the economic and monetary policies being pushed by the federal government the purpose of an advances and it’s implication of the economy are therefore, given due consideration when it is being granted
1. Profitability: Bank are known to be profit oriented established and not chartable organization it is therefore, important that loan facilities granted yield profit to the bank, hence every bank times to continue itself to the profitability of any advance before such advance is granted.
What determines the amount of profit is the rate of interest charged and the volume of loan issued out, the interest rate are however, regulated by the government though the central bank. This is necessary so as to protect the interest of both the bank and the customer. Apart form thee other important factors that are considered included the following amount and value of the loan or advance, the loan period, loan repay amount programme, past performance of the loan owners equity, integrity and strength and the liquidity of the security considered to safeguard against defaults or bad debt, credit information on potential borrowers.
According to Ivan (1972) it is complementary to the based principles of lending in order not to loan his loan portfolio with potential bad debt arising, basically from credit judgment.
Credit information is usually obtained from two sources internally from the individual application or management of the company requesting for the loan and from external source. The basic sources of credit information external include the banks trade sources major customer patronizing their products and competitors.
	Robert (1972) banks the best and most reliable information as this underlines the fundamental bankers customer relationship. Generally banks would take necessary steps including taking of reference before an account is opened. Therefore, free of information continues during the currency of the bank relationship considering the reciprocal dirty they are to one another, in the provision of useful and guided information on enquires they are now better placed for an inter-change of credit information without necessary changing their traditional oath of secrecy.
Trade source: this source is generally growing with the sophistication attained in our business and banking environment it is still away from the level. It has reached USA or UIV trade enquiries will show how a company pay it suppliers the level of discounts taken and a general assessment of the integrity and business capacities of its management major.
Customers: Most produce in this country operates a net work of their products. The more important customers can contribute information concerning the company’s product, public relation and overall attitude towards customers issue like promptness in adjusting to diverse public comment on detective product quality of their product are some of the pertinent information that could be derived from this source.
	A happy development in this regard is the evolution of the customer association of Nigeria which is a force to reckon in terms of product quality and prices.
Competitions: an enquiry could be made on the reputation and standing of the company from this sources a competitor opinion is required in evaluating information from competitors either they may display a natural prejudiced or on the other hand be evenly lavished in prases for the company. These extremes should be asserted thoroughly.
	 It is nevertheless a challenge to the banker to endeavour to obtain relevant input for his decisions one must be warned that too much information may confuse just as little information may lead to erroneous confusion.
	According to Dandy (1972) bad and emotional words to banker, though all business incur losses owing to bad debt could be regarded as occupational hazards of business in banking the only way to avoid bad debt is to refuse to lend money. Despite adherence to good lending policies bad debt still occur and this is because lending is a risk.
	In Dandy view there are many reasons outside the bankers control which include:
1. Excessive lending on security values e.g. information of the value mortgage properly.
1. Bad management of accounting to constant, excess over limit agreed and failure to examine account and its working.
1. Incomplete knowledge of customer’s activities, true nature and purpose of the borrowing may not be known.
1. Bad judgment of the time the loan was given while the banker contribute to creating bad debt there are however extra factors beyond this control. These may include over trending, over reliance on one trade customer optimistic balance sheet, natural disaster and dishonesty of the customer, daddy believes that bad debt can never be completely eliminated, the nature of banking being what it is, whatever, precaution are taken, bad debt are more idebel risk in any form of business. Bad debt is more violate in banks since their stock trade is more violate in the incidence of bad debt to the barest minimum the banker must observer all the judgment with all care which comes from experience.
2.1	CONCEPTUAL FRAMEWORK
The conceptual framework of bad debt in union bank of Nigeria plcshows the effect of recoveries on the profitability of union bank of Nigeria 
Bad debt also refers to the amount of debt that couldn’t be recovered by a bank or lending organization, this could be the total of debt calculated in a given year or period of time.
EFFECT OF RECOVERIES ON PROFITABILITY OF A BANK
Although union bank of Nigeria Plc has been making profit since inception or establishment of the company in 1979 but the period made since 1990 to 2000 which is a part of the period under review could be termed as per annuemonia due to the induction of interest generated on non-performing asset in these profit is evident that the trend of increase profit of this company from 1990 to 2000 was encouraging and appreciable to sharp drop of the profit in 1992 was a result of bulk amount of debt was written off in 1992 to enable the company ascertain if financial position. 
Hence, the poor profit result of N7,938,000 after tax subsequent bad debt recoveries after 1991 in essence will now be in reality from part of the profit marking in the prudential guideline circular. However, based on the availabt statistical data recovery department to union bank of Nigeria Plc can conclude that the company’s profitability growth will much be depends on the amount of bad debt recovered. 
PRUDENTIAL GUIDELINE AN ANALYSIS OF EFFECTS OF BAD DEBT
In Nigerian, the Nigeria deposit insurance corporation (NDIC) annual report and statement of the account while reviewing the financial condition of all Nigeria banking gives a starting revelation of the poor asset quality in many of the banks.
	According to the report of (NDIC) as at the end of December 1990, the percentage for the rate owned by commercial bank, 42.3% for non-government owned commercial bank, 19.3% for the merchant bank and 72% for the distressed banks. The meaning of interpretation of these figure is that for easy Ni of loans and advances about 69.42k and 73k could be non government owned. Commercial bank merchant bank and distressed banks respectively but for the collected in the light of the effect of bad debt of Nigeria bank before 1990, greatly informed the central bank of Nigeria, circular letter No. DSB/VO/Z3/001.T/11 of November, 1990 otherwise known s the prudential guidelines for LICENSE BANKS.
According to the provision of guideline provided by the bank asset are expected to be classified into the performing and non performing asset bad debt.
The performing asset bad debt occur when any of the following condition exists interest or principle is due and unpaid for 10 days or move have been capitalized rescue due or rolled over into a new loan except where specified the facility has been classified and also the non-performing asset bad debt are further classified into sub-standard where interest or principle payment are in arrears for go to 1180 day,
Doubtful bad debt are those where interest or principal in area are for 180to 300 days and no perfected tangible security is in course of realization.
Lastly, interest or principal payment are in arrears for more than 360 days and no perfect tangible security is in course realized. However, the implication of these guideline for bank lending credit administration of Nigeria can now be ignored by many bank at own risk.
Clearly, bad debt are entire bad, every business incurs had debts, but banking whose stock in trade is money view than with trend.
Finally, the union bank of Nigeria plc takes accurate care of the guideline to bank lending credit administration through the debt recovery department and advances department both at the companies head office in Lagos for the successive dissemination and implementation of their networks branches
IMPLICATION OF BAD DEBT TO ORGANIZATION STAFF CUSTOMERS AND SHARE HOLDERS
	Bad debt is dangerous to the affairs any industry, inadequate care is not taken definitely there are some implication of it on the affairs of the organization as a whole is follow:
	Apart from the liquidation risk surrounding bank and the consequent cost of job that bad debts are usually resulting to, there are some effect of the existence of an important proportion of non performing loans on the banking business which they are among the following.
1. Market place confidence: When the debt of banking business ends up on bad or doubtful such bank confidence participation in market will become too low, that is perception of an us sound banking institute on translated into a higher borrowing cost for the bank in the credit market. This is necessary to reward investors for what is now a risked borrows.
1. Customer confidence: As were deposit or specially insured one demand a higher return in their deposits, marginal deposit will switch institution and borrows will be reluctant to enter to loan commitment that many either be called or not honored.
1. Flight to quality:
3. Take together with
ii. Above translation into a high overall operation a little it any expectation of dividends
1. Let more bade debts: Just as the saying that the rich get richer and the port get poorer, so does the bad debts ugly when a form is in financial trouble force are set in motion that seems almost to perpetuate if no if worse the borrowing customers of less than prime quality who either are looked in become their account are doubtful or are unable to refinanced. They phenomention is known as adverse selection
1. Per distrust: other banks in the industry are part of the market that lose confidence in an distrust is especially costly to error because inter bank market penalize the bank clearing settlement, correspondence banking, confirming credits and such settlement, correspondence banking, confirming credits and such inter-bank transaction and relationship become cernuous and burden some. This reduce the degree of confidence that a bank can after with the resulting loss in business
1. Public confidence: from a social point of view adverse publicity of an unsound financial efficient it is good because it prevents bank casting action run the less of confidence is appropriately challenged to the specific institution on scale implications definitely play on manger role on the corporate image of such company if traced in bad debts.
2.2	THEORETICAL FRAMEWORK
The theoretical framework for the effect of bad debt on the profitability of Nigerian banking institutions (a case study of Union Bank of Nigeria) is based on the following concepts:
1. Credit Risk Management Theory: This theory posits that effective credit risk management practices can minimize bad debt and maintain profitability.
2. Asset Quality Theory: This theory suggests that the quality of a bank's assets (loans) affects its profitability, with bad debt negatively impacting asset quality.
3. Capital Adequacy Theory: This theory posits that a bank's capital adequacy ratio affects its ability to absorb bad debt losses and maintain profitability.
4. Earnings Quality Theory: This theory suggests that bad debt affects earnings quality, which in turn affects profitability.
5. Signaling Theory: This theory posits that bad debt can be a signal to investors and depositors about the bank's creditworthiness, affecting its profitability.
The theoretical framework can be illustrated as follows:
Independent Variable:
- Bad Debt (BD)
Dependent Variable:
- Profitability (PROF)
Mediating Variables:
- Credit Risk Management (CRM)
- Asset Quality (AQ)
- Capital Adequacy (CA)
- Earnings Quality (EQ)
Theoretical Framework:
BD → CRM → AQ → CA → EQ → PROF
BD → EQ → PROF
BD → CA → PROF
This framework suggests that bad debt affects profitability directly and indirectly through credit risk management, asset quality, capital adequacy, and earnings quality.
Note: The arrows represent the direction of influence between variables.
2.3 EMPRICAL REVIEW 
The empirical review of the effect of bad debt on the profitability of Nigerian banking institutions is as follows 
· Araka (2018) found that non-performing loans (NPLs) negatively affected the financial performance of commercial banks in Nigeria.

· Gabriel, Victor, and Innocent (2019) found that a high proportion of non-performing loans may have a negative impact on the financial health of Nigerian commercial banks.
· Kargi (2011) found that credit risk management significantly impacts bank profitability in Nigeria, with bank profitability inversely correlated with non-performing loans.
· Existing literature relies on secondary data from the Central Bank and National Deposit Insurance Corporation, with varying outcomes based on multiple regression analysis.
· The present study explores field data, gathering insights from interviews and questionnaires to provide a more comprehensive understanding of the effect of bad debt on profitability in Nigerian banking institutions.
The studies suggest that bad debt, measured through non-performing loans, negatively impacts the profitability of Nigerian banks, emphasizing the importance of effective credit risk management and loan recovery strategies.


CHAPTER THREE
3.0	RESEARCH DESIGN 
This research design refers to the overall strategies and analytical approach that you have chosen in other to integrate in a coherent and logical way.
The research design of this study is design on the effect of bad debt on profitability of banking institutions in union bank of Nigeria. This design shows how bad debt has effect the profitability of profit of union bank in their banking operations and activities.
The research design consist of how the data was collected, method used in analyzing the data collected, the instrument used in designing the research, the population of the study and its limitation.
Research design is the process of gathering analysis and interpreting data and insights to inspire, guide and provide content for design. It a research principles that applies both quantitative and qualitative research methods to have make well informed decisions. 
IMPORTANCE OF RESEARCH DESIGN
1.It helps in expanding the knowledge of this research.
2.To advance our understanding about the effect of bad debt to an organization or banks entity.
3.To find solutions or means of reducing bad debts and how bad debts could be recovered.
3.1 	POPULATION OF THE STUDY
Population of the study is not limited to the human population only, it is a set of aspects that have something in common, this can be object, measurement etc with many characteristic within a group.
The population is the collective that is of interest in a research   study. The population may be small or big. So in research it is often necessary to sample a large population when it is not realistic to collect data from the full population.
The population of this study is based on the effect of bad debt on profitability of union bank of Nigeria in Ilorin. This study shows the number of profit been made in a given year and the number of debt acquired in the year also.
	This study shows the bank mentioned makes profit or suffers from a lot of bad debt from it customers also if the debt could be recovered back or not. It also shows the population of union bank of Nigeria in Ilorin such as branches, population of their workers and size of the bank.
3.2 SAMPLE SIZE
[image: ]The sample size for this study was drawn from the total number of employees working in the Union Bank of Nigeria, Ilorin branch, particularly those in the departments related to credit, risk management, internal control, and finance. Out of an estimated population of 45 relevant staff members, the sample size was determined using the Yamane formula:

Where n is the sample size, 
N is the population (45)
e = Level of precision (commonly 0.05 for 95% confidence level)
[image: ] 


Therefore, the sample size used in the study was 40 respondents. Purposive sampling was adopted to select staff who are directly involved in credit administration, monitoring, and risk assessment. This ensured that data was collected from those with the relevant knowledge and experience to provide accurate and meaningful insights regarding the effect of bad debts on bank profitability.




3.3 RESEARCH INSTRUMENTS
Research instruments are tools used to collect, measure and analyze data used in the research projects. This are ways information’s, statistics and fact are generated in other to make the project more understanding and educating to the audience.
	The instruments used in this research are questionnaire, interviews, journals, textbooks and journals from the bank materials etc.
1.Questionaire: this is a question paper or data collection with several question that is targeted to different participants to fill out.
2. Interviews: this is a face to face interactions with different set of people by asking them question or knowledge about their view or understanding of a particular case or subject.
3. Journals: this are books related to a particular topic which should more information about a ranging subject or topic.
4. Materials: this consist of different books from different places such as banking hall, companies, organizations that has been writing on bad debts and profitability of financial institutions.
3.4   METHOD OF DATA ANALYSIS
        Method of data analysis used in the following research are qualitative analysis which is focused on characteristics of the subject while the quantitative focused on the numbers in the analysis of the project.
The data collected through the union bank of Nigeria annual report Journal and debt recovery department head office were subjected to statistical analysis. Among the statistical analysis of bad debt of union bank of Nigeria plc, the analysis of tendof effect of bad debt since 2015 to date.
3.6	LIMITATION OF DATA COLLECTION
The limitation of data collection for this project are as follows:
A. Our inability to get the manger most of the time as he was always attending meeting or engaged officially elsewhere.
B. Most sensitive which could only answered on clearance from the board of directors.
C. Some members of the bank turned our response which shows they are not willing to discuss the internal affairs of the bank or disclose it with someone else outside the banks while some people could grant us the interview needed.
D. Finally, we are grateful that while some people turned us down some respound accordingly.

CHAPTER FOUR
PRESENTATION ANALYSIS OF DATA
4.0	INTRODUCTION
	The data analysis for the recoveries of bad depts and analysis or recoveries to profitability are going to be considered in this chapter. The analysis of data is collected from the sources “Debt recovery Department Head Office of union Bank of Nigeria plc Lagos. They were obtain from the journal of the maintenance institution from the year 1983 to the year 1882. However, the analysis of data collection in recoveries of bad depts  are shown below.
4.1 EFFECT OF RECOVERIES ON PROFITABILITY OF A BANK
	Year
	Recoveries
	Growth of recoveries
	Profit after (000) tax generated
	Growth of profit after tax (000)
	Reco to

	2014
	117564
	-
	30622
	-
	

	2015
	17431816
	5674157
	28751
	18660
	

	2016
	18009218
	576402
	41550
	12766
	

	2017
	22306986
	4298768
	53849
	12299
	

	2018
	29831698
	7524712
	56158
	12309
	

	2019
	60014948
	30183250
	79359
	14201
	

	2020
	9430120
	34294572
	84866
	24507
	

	2021
	94061189
	248331
	97699
	2833
	

	2022
	139473134
	45411845
	7938
	89761
	

	
	
	
	
	
	



	In looking at the above data, it is evident that as recoveries increase so also the profit of the company in 1990 recoveries of about 38% of the profit generated that year, this has been trend while the full impact of recoveries in profit generated was recorded in 1991. this is the effect of prudential guidelines.
	A two board step approaches on the recoveries strategies would be looked into with a view to achieve good result. The first step should be taken form recognition of an account going bad is to develop a special working relationship with the customers regular contrast should be made with the customers though visit staff of the unit set-up debt recovery department. The visiting will discourage the customer though their debt has been written off.
	Also the visit should be made to appear to the customer as friendly, the visitors aimed will be at solving this problem in order to obtain the customer co-operation. The problem of account going bad and constraints should extensively discussed with a view of providing solution to their so as to review his business also services in the customers interm of business could be immense assistance to both customers and bank.
	However, if there is a position sign that the customer is co-operating and his business is still viable the customer could be assisted to reorganize herself in the following ways.
A. Providing additional funds to review the business utilization of such fund to avoid diversion and bad management
B. Giving a temporary holiday this could be a conjunction with the above to give to customer more easily.
C. Giving on temporary moratorium to enable the business come back to life.
D. Also, to reduce interest rate in the bad debt policy. Bad debt recoveries is a key result area for union bank of Nigeria plc.
4.2	RECOVERIES STRATEGIES
	No matter the degree of care, professionalism and monitoring it is not possible to totally eradicated bad debt syndrome in banking. In the recently bad debt syndrome in banking. In the recently year there has been an upward trend the volume of bad debt recovered by the bank in Nigeria a review of balance sheet of banks in the past five years before the information of prudential clearly show this trend.
	But the trend diminished with the introduction of prudential guidelines in 1990 by the end of 1991 all the big banks in the country get a reduction of their own turnover hence protect checlared in that year. The introduction of prudential guidelines provided some improvement in the subsequent year at the banking business on bad debt recoveries until today.
	However, these problems on bad debts have been seen some banks winding up their operation and some being seriously ill, it is just the previous year that running of some of these alling banks in being transferred to the central bank of Nigeria deposit insurance corporation (NDIC) since there is no way to running from hazard (that is that we must manage them effectively.
	The introduction of prudential guideline reveal the good management of bad debt oriented and it is an issue of how much of the bad portfolio get paid back account to improve the margin of the business and this provide more funds to turn the business alive of around.
	The second step is specially directed at recoveries becomes necessary because the first step take might not yield any positive result in the debts by giving the debtors a formal letter of demand. This is a method that the union bank adopts if the first step taken is achieve.
	It proceed either security realization, if the debtors falls to honour this or her obligation with in a month stipulated in a demand letter.
	Threat letter from the bank, the retained solicitor should be sent out to non cooperating customers.
	If the debt is a secure on union bank often proceed to realization on such action, if the debtor still maintain his or her non challant attitude to ward honouring his or her obligation. If the debtor still maintain his or her non challant attitude toward honouring his or her obligation. If the debt is a clean debt that is with securities attached, union bank sues the debtors to obtain count order on his or her movable properties or assets. After count has granted such order bank has the right to sell by publication any or the movable asset of the debtor and apply the proceed to set off the debt.
Banker – union bank do appoint, receive management for a bankrupt corporate organization. There is a practical distinction between a manager and a receiver. A manger is appointed to carry or the business of the debtor as a going concern so as generate fund to repay to assets changed, collect the rent land profit, and exercise the creditors right to realization and to pay the not proceed to the creditors in reducing of their charge.
	Finally, the factoring and the method of recovery the debt it is of haggish over the debt by factoring firm after a thorough analysis of such related record and securities attached.
4.3  ANALYSIS OF BAD DEBT TO LOAN AND ADVANCES PORTFOLIO
The investigation carried out at union Bank of Nigeria plc loan and advances portfolio show relatively appreciable upward trend in the credit to their customer from 1990 to 1992.
	 A total amount of one million five hundred and thirty six million naira nine hundred and forty nine thousand naira was lent out in 1990.
	This amount represent 41% of the company subsequent year witness an appreciate increase in the amount given out to the customer in the form of loan advances unit 1991, when there was a sharp drop in the total loans and advances marked for their customer. This even could not be unconnected with this birth of prudential guideline and liquidity squeeze in the year under reference company.
	However, comparison of loan and advances as it is present on the table, an upward trend in like manner as in the case of loans and advances with the total assets.
	In 1991, the bank bad debt was N2,229, 491; 015, the amount represent 22% of the company total loans and advances for the year. The higher figure for alarming trend from 1989 to 1992 with 24%, 34% and 65% position of bad debts total loans and advances in each year is a source of concern to the entire company’s management.
4.4	ANALYSIS OF BAD DEBT TO TOTAL ASSETS
	It is very essential to give a break on bad debt in relation to the asset of the company because it is loans and advances that made up of the union bank of Nigeria plc assets other liquidity asset and equipment on lease apart from the fixed asset which are of company paramount use e.g. land and building.
	Although the growth of the company total asset was with appreciable increase since the establishment of the bank in 1917 but an investigation of the trend from 1985 to 1992 will be discounted that as the asset of the banks grow, so also the trend of the bad debt, in the year 1990 figure for the company’s total bad debt then was 261,281,321 in another year 1990 total asset have grown no to N7,981,068,000 while total bad debt was N2,447,288,845.
	However, bad debt position has been increasing as the total asset growth but it is worth noticing that the percentage growth of the bad debt was significant, comparison of total bad debt total loan and advances however, give a true picture of the significance position on the bad debts in the loan portfolio
	The table below will enumerate more detail in the analysis
	Total (100 assg
	Total asset growthN000
	% growth (N000)
	Total debt
	Growth of bad debt
	Growth

	376701
	-
	-
	261681321
	-
	0

	4170082
	339171
	9
	311282424
	800001103
	16

	4370053
	263871
	6
	32142214
	16139717
	5

	529550
	9228497
	21
	207319943
	81907802
	20

	574758
	440981
	8
	547401161
	138077221
	25

	0335768
	588186
	10
	748224951
	200087787
	27

	7986068
	16503012
	26
	91538493
	167159742
	18

	9241569
	125501
	16
	123030292
	314001899
	26

	13166437
	3924868
	42
	2229471080
	999088123
	48

	23866926
	10703189
	81
	244728852
	21781783
	9


 

















CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.1	SUMMARY
	With all available statistical information and it analysis form 1990 to 1992 the advert of prudential available in November, 1990 with emphasis on the grouping of debt in to sub-standard doubtful and loss and non-performing debt within two year it has then become crystal clear that, recovery of bad debt is a key are in Union bank of Nigeria Plc. Although there has been an appreciable recovery of bad debt effort back top 1990 but its component in the profit position of the company could not be recognized until 1990 when prudential guidelines was introduced.
	Circular and it exception brought a blow of sanity into the profitability and liquidity stand of the bank as a result of his unhealthy ones surfaced. The poor profit position of Union Bank in 1991 N7,938,000) was as a result of large portion of it bad debt that was writing off that year i.e. 1992 (N2229,49,015,00).
	A look at the percentages of the record bad debt is the profit made for 1990 to 1999 compare with 1998 to 1992 (tabled) of the company. Recoveries of these debts which has been writing off is the company’s profit and less account continous implementation of prudential guideline circular and gearing of the company effort than the art increase in the banking operation of the company merit so that they not polities such appointment should be advertised to attract capable hands. The integrity of the borrowers should be serutinized to forestall diversion of fund to another unrelated project.
	In formulating economics policies government must ensure that such policies are not initial to the banking industry. Moral boosting of recovering team by monetary compensation outside their monthly salary and special insurance policy on them.
	In the recovery of bad debt, politic drive could be adopted, the banks also could re banks tribunal is necessary and also the consent of the law court should be sought before embaking on security realization to avoid the circumstances where by borrower seek injunction restraining them doing so.
5.3 CONCLUSION
So far, we have been able to took into some strategic or organs in respects of bad debt man argument such as what bad are in union bank of Nigeria plc an in banking industry as a whole, voice of prudential guidelines on loans and advances implication and one the other part of gearing up the recovering of bad debt in the banking industry, limitation of studies was also highlighted. Recovery of classified debts is a key result area with the huge provision that are to be made and adhere to the prudential guideline there is every need to year up effert to ward the recovery of all non performing loans and advances in banking book to enable the banks improve on their profitability.
Appropriate and prompt disciplinary action should taken agent official who constitute failure be taken to facilitates granted through collaboration, frauds or any other negative ways union bank  and other bank should individually draw up modalities art or guidelines on the rehabilitation of their sick unit and there guidelines should be reviewed from time to time as the tone of the economy dictates.
Very seriously to facilitate received from banks any delay in payment schedule can lead to delayment in the payment because these are mainly unforeseen circumstance that may come into the business.
Union bank of Nigeria Plc should not target, the legal statute of limiting which provided that in the case of single debt that is formal debt is executive, receiver must be within six years which there after claims becomes bad and for agreement under scale recover must be with in a years after which it is bad delay of notice from banks to their customer can cause the customer to thank that debt has been forgotten.
Target market should also be clearly defines especially in the marketing efforts of banks certain segment of the market may appear credit worth but detective in his ease comprehensive research reading of the financial standard of this targeted marketed should be undertaken bearing in mind the section allocation regulation of central bank of Nigeria.
5.3	RECOMMENDATIONS AND SUGGESTIONS
	Development in the banking industry in recent times, has shown that bank find it more difficult to execute promptly and successfully the realization of securities that are tied to the loan lent out to customers. Our courts are becoming are court grants its injunction, restraining bank from auctioning a property which constitute security, leave much to be desire, in order to reduce to the bearest minimum incidence of huge bad debt to bank, we therefore prefer the following suggestion and recommendation. Union bank of Nigeria plc and other lending institution can only remain in business if they receive many money kind out, in this regard once if a facility is granted the bank should have a very close monitoring and the business funded.
	There should be proper screening of customer when a facility is to be granted can be abandoned by every customer, therefore creating unnecessary over dues, the bank should e.g. for state reports from various lending institution in terms of creditability of the customer all this will go a very long way in assisting the lending banks in its investment decision union bank of Nigeria plc should device appropriate channel for monitoring involves submitted by customer to avoid over involving particularly when financing project. Constant training of staff by exposing them to various aspect of banking through attending courses conference etc. all these will increase, productivity.
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