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CLL815 — LAW OF BANKING AND NEGOTIABLE INSTRUMENTS |
COURSE GUIDE
INTRODUCTION

Pre-Banking business in Nigeria before [1892]; éhgtEvolution and Nature of Banking business
in Nigeria; Concepts of Bank, Banker and BankingiBess; Types, Functions and Structures of
Banking Business in Nigeria; Banker and Customdati®@ship, Bankers Duties to Customers
and Banker’s Protection; Customer’s Duties to tlaak&r; The Paying and Collecting Banker;
Conversion and Forgeries, Securities for AdvancesBankers Commercial Credit; Banks and
Other Financial Institutions business Regulatorgnk@work; Concept and Types of Negotiable
and Quasi-Negotiable Instruments; Types, FeatuEdsments, Acceptance, Delivery, Drawing,
Endorsement, Holder in due course; Presentati@hddior, Discharge and the Law regulating the
Bills of Exchange and Promissory Notes and the @Gong law; Inchoate Bills; the Law of
Bankruptcy; Concept and History / Evolution of EARang; Types and Features of E-Banking;
Benefits of E-Banking; Problems and Challenges-8&gking; Regulatory Framework, Reforms
/ Supervisory change of Management of E-BankingR&cb mmendations for movement towards
sustainable development, promulgation / repealiéve of regulatory framework, Training and
retraining of staff, Public Enlightenment and Senation of Bankers and Customers towards
Internet Communication Technology [ICT], Conversiaf Investments to Returns and tailoring
existing management guidelines / Framework alonmé&sitic jurisdiction of E-Banking etc.

Prior to 1892, there was no banking business irefiiguntil the South Africans established a
branch of the Banking Corporation in Lagos in tleary1892 and this, marked the beginning of
banking business in Nigeria. Earlier than the atteémoney was Trade by Barter as the medium
of exchange and which difficulties triggered theeut of money without which there would not
have been banking business. So, the advent of mergeynilestone in the history / evolution of
banking business in Nigeria while the ever-incnegsechnological advancement and desire for a
cashless society following the huge benefits, fheber triggered the advent of E-Banking. It is
important to mention that earlier than 1952, thesre no banking regulations and thus, bank
customers and investors were swindled till the prigiation of the Bills of Exchange Acts of 1917
and re-enacted in 1964, 1990 and of now 2004, therNigerian Industrial Development Bank
[NIDB] of 1959 meant to issue the first Federal @mment public loans, shares and stocks, then
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the Treasury Bill Ordinance No. 11 of 1959 that wegsealed as the Treasury Bill of 1960 by the
Barbeck Committee Report of 1960, the Banking Anmeewt Act [CAP 19] of 1962 etc. Nigerian
Deposit Insurance Corporation Decree [NDICD] of @2&d re-enacted as Decree No. 5 of 1997
now; Nigerian Deposit Insurance Corporation Act 822 LFN.2004; Banking Ordinance of
1952 which was quickly followed by the Central Baakt of 1959; the Banks and Other Financial
Institutions Decree No. 25 of 1991 now Act 2004g&tian Import-Export Bank Decree No. 38 of
1991 [NEXIM] etc. However, due to the advancementachnology and increased banking
activities, banking regulations have evolved by admeents, repeals / reviews or outright
promulgation of new regulations that will contintee evolve due to contemporary changes in
banking business even though that, where the lasvsti#i relevant, they are retained for academic
exercise purposes. The modules on E-Banking an@wa dthers are restructured to suit

contemporary changes having not been put into zagoe.

WORKING THROUGH THIS COURSE

To complete this course, you are advised to readsthdy units, recommended books, relevant
cases and other materials provided by NOUN. Eaitlcantains a Self-Assessment Exercise, and
at points in the course you are required to subssignments for assessment purposes. At the end
of the course there is a final examination. Thers®ghould take you about 13 weeks to complete.
You will find all the components of the courseddtbelow. You need to make out time for each
unit in order to complete the course successfulty @n time.

COURSE MATERIALS
The major components of the course are.

a) Course guide.

b) Study Units.

c) Textbooks

d) Assignment file/Seminar Paper

e) Presentation schedule.



MODULES AND STUDY UNITS

The discussion in this course is broken down tbtg(g) study units that are broadly divided into

six (6) modules as follows —

MODULE 1 THE PRE-BANKING BUSINESS ERA IN NIGERIA
Unit 1 The Concept of P-Banking and Trade by Barter in Nige
MODULE 2 HISTORY / EVOLUTION AND THE NATURE OF BANKING
BUSINESS IN NIGERIA
Unit 1 History / Evolution and the Nature of Banking Biess in Nigeri
MODULE 3 THE CONCEPT OF A BANK, BANKER, AND BANKING
BUSINESS
Unit 1 The Concept of ‘Bank,” ‘Banker’ and ‘Bankincusiness’ in Nigeri
Unit 2 Concept of the word “Customer” and the Featureatuh of Banker
Customer Relationship
MODULE 4 DUTIES OF A BANKER TO A CUSTOMER AND THE RIGHTS /
DEFENCES OF A BANKER
Unit 1 Rights and Obligations in a ban-customeirelationshij
MODULE 5 NATURE, TYPES, FUNCTINS AND STRUCTURE OF THE
BANKING SYSTEM IN NIGERIA
Unit 1 Types, Functions and Structure of Banking in Nig
Unit 2 OTHER SPECIALIZED BANKS
MODULE 6 INTRODUCTIN OF UNIVERSAL BANKING SYSTEM [UBS] 2000
Unit 1 Universal Banking System [UBS], 2C

All these Units are demanding. They also deal Wwékic principles and values, which merit your

attention and thought. Tackle them in separateygpadiods. You may require several hours for



each. We suggest that the Modules be studied dee the other, since they are linked by a
common theme. You will gain more from them if yoava first carried out work on the law of
contract. You will then have a clearer picture imtbhich to paint these topics. Subsequent units
are written on the assumption that you have coraglptevious Units.

Each study unit consists of one week’s work antighes specific Learning Outcomes, directions
for study, reading materials and Self-AssessmentdsegSAE).Together, these exercises will
assist you in achieving the stated Learning Outcoofie¢he individual units and of the course.

REFERENCES / FURTHER READING

References and further reading materials are pedval the end of each study unit. The need to
consult these materials cannot be overemphasizel@g¢pen and broaden understanding of the
issues at stake. You should read them where sctélitdefore attempting the exercise.

ASSESSMENT

There are two aspects of the assessment of thisesothe Tutor Marked Assignments and a
written examination. In doing these assignments ai@uexpected to apply knowledge acquired
during the course. The assignments must be sulgirtittesour tutor for formal assessment in
accordance with the deadlines stated in the prasentschedule and the Assignment file. The
work that you submit to your tutor for assessmeititoount for 30% of your total score

SELF-ASSESSMENT EXERCISES

Self-assessment questions are raised at the exatbfmodule to measure the level of successful
engagement with the legal issues covered. The asswéhe body of the main text are distilled
and put up at the end of the course material. Wilisenable you to understand and apply legal
principles to practical situations in resolvingdégatters in the field of marine insurance law.

FINAL EXAMINATION AND GRADING



The duration of the final examination for this ceaiis three hours and will carry 70% of the total
course grade. The examination will consist of gaest which reflect the kinds of self-assessment
exercises and the tutor marked problems you haseiqusly encountered. All aspects of the

course will be assessed. You should use the tinveele® completing the last unit and taking the
examination to revise the entire course. You may it useful to review yourself assessment
exercises and tutor marked assignments beforextiraieation.

COURSE SCORE DISTRIBUTION

The following table lays out how the actual coursking is broken down.

Assessmer Marks

Assignments 1-4 (the best three of all jifur assignments. Best three marks of the four

assignments submitted) counts at 30% of course marks.
Final examinatior 70% of overall course scc
Total 100% of course sco

Course Overview and Presentation Schedule

Module / Uni Title of Work Weeks Assessmer

Activit
4 (End of Unit)

MODULE 1 THE PRE-BANKING BUSINESS ERA IN
NIGERIA

Unit 1 The Concept of Pre-Banking and Trade by Barter in 1 Assignment
Nigeria

MODULE 2 HISTORY / EVOLUTION AND THE NATURE
OF BANKING BUSINESS IN NIGERIA
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Unit 1 History / Evolution and the Nature of Banking Assignment
Business in Nigeria
MODULE 3 | THE CONCEPT OF A BANK, BANKER, AND
BANKING BUSINESS
Unit 1 The Concept of ‘Bank,” ‘Banker’ and ‘Banking Assignment
Business’ in Nigeria
Unit 2 Concept of the word “Customer” and the Features /
Nature of Banker Customer Relationship
MODULE 4 | DUTIES OF A BANKER TO A CUSTOMER
AND THE RIGHTS / DEFENCES OF A
BANKER
Unit 1 Rights and Obligations in a banker-customer
relationship
MODULE 5 | NATURE, TYPES, FUNCTINS AND
STRUCTURE OF THE BANKING SYSTEM IN
NIGERIA
Unit 1 Types, Functions and Structure of Banking in
Nigeria
Unit 2 OTHER SPECIALIZED BANKS Assignment 1
Unit 3 Universal Banking System [UBS], 2C

HOW TO GET THE MOST FROM THE COURSE.

It is very important that the discussion on thisirse is participatory. Therefore, you will benefit

from taking part in all the facilitation classesisl equally important that you take steps to ctinsu

the references for further reading in each Unie &fiusive references to provisions of the relevant

laws in the course guide is to enable you to becaemg familiar with the law.
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TUTORS AND TUTORIALS

There are 12 hours of tutorials provided in suppbthis course. You will be notified of the dates,
times and location of the tutorials, together with name and phone number of your tutor, as soon
as you are allocated a tutorial group. Your tutdl mark and comment on your assignments.
Keep a close watch on your progress and on angultfies you might encounter. Your tutor may
help you during the course. You must send your iTMarked Assignments to your tutor well
before the due date. They will be marked by yotortand returned to you as soon as possible.

Please do not hesitate to contact your tutor @pteine or e-mail if:

e You do not understand any part of the study unith® assigned readings.
e You have difficulty with the self-assessment exasi
e You have a question or a problem with an assignnwétit your tutor's comments on an

assignment or with the grading of an assignment.

You should try your best to attend the tutorialsisTis the only chance to have face to face contact
with your tutor and ask questions which are answenstantly. You can raise any problem
encountered in the course of your study. To gamrttaximum benefit from course tutorials,

prepare a question list before attending them. Witigain a lot from participating actively.
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MODULE 1 — THE HISTORY/EVOLUTION AND THE NATURE OBANKING
BUSINESS IN NIGERIA

Unit 1: The Pre-Banking Business Era in Nigeria

1.1Introduction

1.2Learning Outcomes

1.3The Pre-Banking Business Era in Nigeria
1.3.1 Trade by Barter in Nigeria

1.4Summary

1.5References/Further Readings/Web Sources

1.6 Self-Assessment Exercises and Feedback

1.1 Introduction
This module discusses the pre-banking era, belfieredncept of trade by barter, the advent of

early / traditional money and the difficulties tfiallowed before the banking business.

1.2Learning Outcome
At the end of this class, you should be able tovktime pre-banking era in Nigeria as before
1892, the concept of trade by barter, its challenged their relationship to the banking

business in Nigeria.

1.3The Pre-Banking Business Era in Nigeria
The pre-banking era is a phase in history of Nagehanking business that cannot be treated
with a hand wave because of the intrigues in ttadbarter before the advent of money and
subsequently, the era of banking business. Ths® ibecause the sole medium of exchange
before the advent of money was ‘Trade by Barterenghs, the advent of money triggered

banking business in Nigeria.

1.3.1Concept of Trade by Barter
Trade by Barter is the exchange of goods for g@vdsservices for services. This
was the sole medium of exchange before the advemtooey in the olden days.
Trade by barter was very cumbersome because dlifffrilties encountered in the
exchange of goods for goods and services for sss\byg the fact that:
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(a) It was difficult to meet a person who needed somdiqular goods for
another’s goods or services ang-a-vis
(b) The smarter trader outwitted other traders in tewhsexchange. For
instance, is where a smart buyer convinced a dellexchange a cow for
just two goats.
(c) Moving around by a sellers to get buyers was alsobersome
(d) Losses were incurred over perishable goods, edlyesizere a buyer could
quickly not be reached etc.
Following the difficulties stated above, it is aledat ‘Trade by Barter’ had its
demerits which obviously triggered the need for edimm of exchange (Money).
This subsequently led to the advent of early /iti@mhl monies like; cowries,
elephant tusks, feathers of very important birdsagocks & parrots), coral beads,
seashells, mirror, spirits etc. This early / tradil money also had its difficulties as
it lacked the features of contemporary money wimckude:
(a) Not being scarce
(b) Not durable
(c) Not divisible
(d) Not portable

(e) Not generally accepted etc.

Buying and selling through trade by barter hadiifsculties. This triggered the need
for early / traditional monies as the medium of lexege but that too, had its
difficulties which also led to the switch to conteonary monies that include paper
and coin monies that are in use today. In Nigesrairistance, Naira and kobo and
other bills of exchange (cheques, postal ordemsn@sory notes etc), now serve as

medium of exchange and consequently, the desireafioking business.

SELF-ASSESSMENT EXERCISES 1
(a) Is money a necessity in buying and selling?
(b) What was the medium of exchange before the advenbaoey?
(c) The need for money as a medium of exchange wagdsssity. Briefly discuss
(d) Does the advent of contemporary money actuallyestite difficulties
encountered in the use of early / traditional m@ney
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1.4Summary
The pre-banking era was earlier than 1882 and tifzatte by barter was the initial medium of
exchange. However, the difficulties led to the mi@n of early / traditional money which
lacked the features of modern money that includdeimg scare, not legal tender, not durable,

not portable, not from valuable ornaments etc.

1.5Learning Outcome

1) Ekemini Udim, Principles of Garnishee Proceedimgdigeria, Princeton & Associate
Ltd. Lagos.

2) Emeka Chianu, Law of Banking. Texts: Cases; Commewew System Press Ltd.
1995

3) Goldface — Irokalibe | . J., Law of Banking in Nigee Malthouse Law Book 2013.

4) Holden J.M; “History of Negotiable Instruments imdfish Law"[1* Ed.], Althone,
London. 1955

5) Igweke K.I; “Law of Banking and Negotiable Instrumig” African Publisher Ltd.
Rev. Ed. 2008

6) Olusegun Yerokun, casebook on Law of Banking (comme cases) Nigeria
Revenue Project Publications, 2015.

7) Omotayo G; “A Dictionary of Finance” West Bourmendiand: West Bourme
Business School, 2007

1.6 Answers to Self-Assessment Exercises 1
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MODULE 1 — THE HISTORY/EVOLUTION AND THE NATURE OBANKING
BUSINESS IN NIGERIA

Unit 2: History/Evolution and the Nature of Banking Business in Nigeria

2.11

ntroduction

2.2Learning Outcomes

2.3History/Evolution of Banking Business in Nigeria

2.4Summary

2.5References/Further Reading/Web Sources

2.6 Answers to Self-Assessment Exercises

2.1

2.2

2.3

Introduction

The first foreign and indigenous banks before ttodiferation of other banking businesses in
Nigeria. State the reason for increased commebaaking business in Nigeria soon after
1945; mention five reasons why the commercial bainélsemerged thereafter in Nigeria still

swindled their customers and investors etc.

Learning Outcome
At the end of this class, you should be able te@ipedy discuss / state the history /
evolution of Banking business in Nigeria, when, harvd where banking business started

in Nigeria.

History / Evolution of Banking Business

Banking business started in the year 1892 in Nagbacause earlier than 1892, banking
business was alien to Nigeria until the African Bag Corporation of South Africa
established a branch in Lagos and later reorgaraseithe Bank of British West African
[BBWA], having been acquired in 1893 by Elder Detepsand later renamed the Bank of
West Africa [BWA]. However, [BWA] was later mergedth the Chase Manhattan Bank in
1894 and renamed the Standard Bank of Nigeria wikiodday known as the First Bank of
Nigeria. In the year 1912, Nigeria's Colonial mastitain, established the West African
Currency Bank (WACB) in Nigeria and her other Wadtica colonies just to meet her

increased commercial and economic needs. The hdnkotl only have its headquarters in
17



Britain but had Whites only as Board members, ubkedBritish Pound Sterling currency
which was printed and minted in Britain. Howevey, 11917 Barclays Bank was established
in Lagos but later transformed into the currentdorBank of Nigeria. Whereas, other banks
that emerged include:

e The Industrial and Commercial Bank of Nigeria, 1929

e The Nigerian Mercantile Bank, 1931,

e The National Bank of Nigeria, 1933

e Agbonmagbe Bank in 1945.

However, after the Second World War in 1945, thees increased Post war economic
activities which led to the emergence of more Congiaé banks in Nigeria and a few
amongst which include:

e The African Continental Bank, 1947
e The Nigerian Trust Bank, 1951
e Mainland Bank, 1952

In 1954, there was regional autonomy which ledttteS being involved in banking business
and this made the federating States to individuallsn or jointly operate with foreign
partners in banking business in Nigeria. This dgwelent in the banking sector had
problems of dishonesty, inefficiency, inadequated peapital, keen competition from
foreigners and the lack of banking business regulatetc. This also made customers and
investors lose confidence in the banking sectdligeria. This obviously triggered the need
for regulatory measures. The first being the BiflsExchange Decree of 1917 before the
Banking Ordinance of 1952 which was later repealedanking Ordinance [CAP. 19] of
1958 and then, the Central Bank Act of 1959, thgeNan Industrial Development Bank
[NIDB] of 1959 that was meant to issue the firsblw and Federal Government loans,
shares and stocks.

Thereatfter, emerged the Treasury Bill Ordinance Noof 1959 which was repealed to the

Treasury Bill of 1960 by Barbeck Committee Repdri @60, the Banking Amendment Act

[CAP 19] of 1962 etc. Swindling however continuegdo the lacunae in these statutes but

later strengthened by the Central Bank [CBN] Actl859 which for instance, empowered

the CBN to control Nigeria’s monetary policy. Hoveeyin the 60s, more banks sprang up

especially by the promulgation of the Company Dedi®. 51 of 1968 which made it
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mandatory for companies and banks to be registarddncorporated but doubled in the 70s
through the 80s and 90s, following the oil boomistiat, the number of banks in Nigeria
rose to at least, 126. The Banks and Other Finhlmgtitutions Decree [BOFID] of 1991
emerged amongst others; to provide safety to depesilimit bank risks, preserve bank
liquidity, ensure solvency, build customers ancestors’ confidence, ensure effective State
control of banking activities etc.

By 1995, the Nigerian Investment Promotions ComimmsBecree No. 3 of 1997; No. 37 of
1998 and No. 41 of 1999 had been promulgated areklguollowed by the Universal
Banking System (UBS) of year 2000 that was meanegulate all purposes of banking
business and to offer a wide range of banking sesviike under writing of debts and
equities, trading in financial instruments, wholesand retail banking activities on shares,
bonds, debentures etc. It is clear that bankingnbas was introduced in Nigeria by South
Africa but later consolidated and owned mainly bg British before partnerships and the
total indigenization of banking business in Nigéri@he increased British post war
economic activities triggered the proliferationrcoimmercial banks in Nigeria especially for
their economic benefits and worse still, it was regfulated. However, the promulgation of
statutes helped to minimize the swindling of cusgtmsrand investors even though a lot is
still desired in the area of regulations.

SELF-ASSESSMENT EXERCOSE2

a) State the year banking business was introducedigteria

b) Clearly affirm those who introduced the African Barg Corporation in Nigeria

c) Name the first bank in Nigeria

d) Name the first indigenous bank in Nigeria

e) State the first type of currency in use beforeNlaga and Kobo and the reason why

f) State the reason for increased commercial bankisgnéess in Nigeria soon after 1945

g) Mention at least two commercial banks that emetbeckafter in Nigeria

h) Mention what increased the proliferation of bankimginess in Nigeria after 1945

i) State why despite the increased number of bankisgess, customers and investors
were being swindled

J) What did the Central Bank of Nigeria Act cure ie thanking business sector?

L 1gweike K.I; “Law of Banking and Negotiable Instruments” African Publishers Ltd. Rev. Ed. 2008, p. 1
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2.4 Summary

Banking business in Nigeria, started in 1892, thatSouth African Banking Corporation
was the first bank established in Nigeria and s#ua Lagos before its takeover by Elder
Dempster. The proliferation of banking busineseraft945 was triggered by the increased
British Post World War Il economic activities areetdesire to meet their economic needs.
It is also clear that the emergence of banking legguns was to forestall swindling of bank
customers and investors. It is true that the BanWest Africa [BWA] was later merged
with Chase Manhattan Bank in 1894 and renamed titned&rd Bank of Nigeria which is
today known as the First Bank of Nigeria. You atsmv know that the first banking
regulation is the Bills of Exchange Decree of 1®&&fore the Banking Ordinance of 1952
which was later repealed as the Banking Ordina@éd[ 19] of 1958. Whereas the Central
Bank Act of 1959 helped to control Nigeria’s momgtpolicy.

2.5 References/Further Reading/Web Sources

1) Igweike K.I; “Law of Banking and Negotiable Instremts” African Publishers Ltd.
Rev. Ed. 2008

2.6 Answers to Self-Assessment Exercises 2
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MODULE 2 THE CONCEPT OF A BANK, BAN KER AND BANKIN@USINESS

Unit 1: The Concept of ‘Bank,’ ‘Banker’ and ‘Bankin g Business’ in Nigeria

1.1 Introduction

1.2 Learning Outcomes

1.3 The Concept of ‘Bank,’ ‘Banker and ‘Banking Business’ in Nigeria
1.3.1 Statutory Concepts of the words; Bank, Banker, Bawking Business
1.3.2 Conflicts in Concepts of the words; Bank, BankeB&nking Business

1.4 Summary

1.5 References/Further Reading/Web Sources

1.6 Answers to Self-Assessment Exercises 3

1.1 Introduction
This module concerns the presumed concepts of trdsy‘Bank’, ‘Banker’ and ‘Banking
Business’ as shortly deduced not from the statutegidicial pronouncements as will be seen
in the main content of this class study. This clagkalso discuss what banking business
without due license, could infer from the statutas not facts, the class will also discuss the
obvious conflicts in the different concepts for twerds; ‘bank’, ‘bankers’ and ‘banking

business’ in Nigeria.

1.2 Learning Outcome
At the end of this class, you should be able tondefthe words bank, banker and banking
business even though limited by statute but ndabts (judicial precedence) and discern the

conflicts in the concepts.

1.3 The Concept of ‘Bank,’ ‘Banker and ‘Banking Business’ in Nigeria
1.3.1 Statutory Concepts of the words; Bank, Banker, andanking Business
The words bank, banker and banking business argtéy defined thus:
1) S. 2 (1) of the Evidence Act, 201%ays ‘Bank’ and‘Banker mean; “Any
person, persons, partnership or company carryirtg@hbusiness of bankers that

includes any Savings bank established under ther&e8avings Bank Act, 1990
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and any banking company incorporated under anyt@hbereafter granted, or
under any Act hereafter passed relating to suabrpmration.”

2) Section 22(1) of Bill of Exchange Act did notspecifically define a ‘Bank’ but
saysa Banker includesA body of persons whether incorporated or not who
carry on the business of banking.”

3) TheBanking Act (CAP 19) of 1962says; “A Bank is any person who carries
on Banking business” arffection 3 (1) of the same Ads repealed saysINbd
banking businessshall be transacted in NigeEXCEPT by a company which
is in possession of a valid license which shalgbented by the Minister after
consultation with the Central bank, authorizingpitcarry on banking business
in Nigeria.”

4) Whereas,Section 61 of Banks and Other Financial Institutios Decree
(BOFID), 1991 now Section 66 of the Banks and other Financialition
Act®, says; Bank” means; “A Bank licensed under this Decree” arsb aays
Banking Busines$ is; “The business of receiving money on currerdoaat
from the general public, of paying and collectifmggues drawn by / paid in by

customers and making advances to customers.”

5) Section 2 (1) of Banking Decree, 196&ovides; “No person shall carry on any
banking business in NigerleXCEPT a company duly incorporated in Nigeria
and holds a valid banking license issued underbisree.”

1.3.2 Conflicts in Concepts of the words; Bank, Banker &anking Business
It is clear that there is a conflict / ambiguitytarception in the concepts of a “Bank”;
“Banker” and “Banking business” as all words segnosiymous and interchangeably
used and but clearly specific in the ordinary usbge&ourt pronouncements in the

2 Section 2 Cap.B8 LFN.2004.
3 Cap B.3 LFN 2004
44 Section 66 BOFIA
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cases oAkwule & 10 Ors v. the Queef and Copland V. Davie$ if contrasted with

the provisions of5. 2 (1) of the Bills of Exchange Act, 1998hich says: “Banker”

includes a body of persons whether incorporateabbmwho carry on the business of
banking.” However, the purpose of statutory regafeg for the banking business is to
forestall fraud by regulating banking activitiesNiigeria and not to foreclose people
from daily savings business meant to keep bodysantias expressed by the Court in
the case oAG FED v. EKPA’ who operates daily collection outfit called ‘Global
Savings Syndicate’ that collects money daily froarket women and other members
of the public which he saved in the Mercantile Bafiigeria Ltd, Calabar in trust

for his customers and to be paid an agreed amaucramission for his services on

the return of the savings.

Ekpa advertised his business through handbill$p ahouncements but was charged
to court for operating a banking business withouéld license and claimed to have
contravenedSection 41 of the Banking Decree of 196@hich provides that;
“Banking business is receiving monies from outsidearces as deposits irrespective
of the payment of interest or purchase of billggies or sales of securities on account
of others or incurring of the obligation to acqualaims in respect of loans prior to
their maturity or the assumption of guaranties atiter warranties for others or
effecting transfers and clearing of such otherdaations as the Commissioner may
on the recommendation of the Central Bank and logmrpublished in the Federal
Gazette designate as banking business”. The osgiof Section61 of BOFID,
1991 explains that - A bank must be incorporated (tegexl) and licensed to carry on
banking business especially if the different cotsemd Court decisions are critically
examined as in the casesvule & 10 Ors V. The Queerf and Attorney General

of the Federation V. Ekp&.

5 Sections 2 (1) of the Evidence Act, 2011; b Section 2 (1) of Bills of Exchange Act of 2004; Section 61 of Banks and
Other Financial Institutions Act 2004 ; Banking Act (Cap 19) of 1962 and Section 2 (1) of Banking Decree of 1969
6 1871-72, H.L. 358
7 FRC/PH/25¢/75 of 1976
8 (1962) FSC. 325
9 FHC/PH/25/75
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A bank worker, however, becomes a banker in (drelinary sense) but not the
statutory sense as decided in the caseCOPLAND v. DAVIES!® where the
employee breaches the trust of the customers loguetihg them of monies entrusted
to the bank in the course of carrying on bankingitess on behalf of his employer
(Bank). Hence, Lord Hatherley L. C; said: “It istrdbsputed that a bank staff was a
banker in the ordinary literal sense of the word@y by receiving peoples’ money
and giving them receipts not as for transfers opprty or for anything of that kind
but for receipts of money, acknowledging the retcefpmoney and issuing of pass-
books, cheque books and dealing with them in tanary way of a banker. We would
add that even if an employee of a bank could fgr@mpose be regarded as a banker
within the meaning of section 2 (1) of the BillsEfchange AcZt, it was meant to be
used in the ordinary sense because a breach ofviass committed in relation to
monies which were already the property of the bhamkmonies entrusted to the bank
employee in the ordinary sense and not in any atapacity” that involves:

1) The acceptance of deposits from customers

2) The provision of loans

3) Payment of cheques collected or drawn or paid inusfomers.

The question now is — does it mean that — once ynemédged with another, the
person who accepts the lodged money will be deetoetde operating banking
business? Is there any exception to the concepam{ing business in Section 61 of
BOFIA, 1991 that connotes corporate bodies mustdggstered and licensed as
compared to the case AfG Federation v. Ekpa? where Justice Akanbi reiterates
that: “Global Savings Syndicate” is not a bank etlerugh he made daily collections
through his agents and employees from market waamnena few other persons. The
aim of the Banking Act and other regulations ispt@vent the establishment of
financial institutions like Commercial Banks, Actapce Houses, Discount Houses
and others at which normal banking business mayrdmsacted from operating
banking business without a valid license. It istagprevent people from making little

savings which it appears to me is the idea behmedestablishment of the Global

10 (1871) HL.358
11 Cap B3 LFN. 2004
12 supra
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Savings Syndicate run by the accused person ircdke of Ekpa.” Compare and

contrast Ekpa’s case with the following statutorg\psions below:

1)

2)

3)

Section 41 of the Banking Decree, 1969 providet tBanking Business is the
business of receiving monies from outside sourseteposits irrespective of the
payment of interest or the granting of loans anceptance of credits or the
purchase of bills and cheques or sales of secuffitieaccount of others or the
incurring of the obligation to acquire claims irspect of loans prior to their
maturity or the assumption of guarantees and otlagranties for other or the
effecting of transfers and clearing and such otlmnsactions as the
Commissioner may, on the recommendation of the r@elank, by order
published in the Federal Gazette designate as Baiiisiness.”

Section 2 (1) of the Evidence Act that says; “Banil Banker means any person,
persons, partnership or company carrying on theness of bankers and
includes: any Savings Bank established under tderfaéSavings Bank Act and
any banking company incorporated under any chagerafter granted or under
any act hereafter passed relating to such incotipara

Section 66 of BOFIA®, which provides that; “Bank means a bank licensskr
this Decree.” While Section 2 (1) of Banks and @tkRenancial Institutions
Decree [BOFID] 1991 now BOFIA says that; “No persirall carry on any
banking business in Nigeria except it is a compduly incorporated in Nigeria
and holds a valid banking license issued undembisree” notwithstanding the
provisions of Section 2 (1) of the Bills of Exch&ngct 1990 that provides;
“Banker includes a body of persons whether incaasat or not who carry on
the business of banking” as contemplated within abeve provisions but
especially BOFIA, 1011. So, small saving schemesaicome within the
meaning or concept of a bank, banker and bankimgnbss even though the
scope of banking is often determined by the estlabdl fact of debtor / creditor
relationship which must be contractual in naturedasided inWOODS V.
MARTINS BANK LTD & ORS !* where Justice Salmon reiterates; “In my
judgment, the limits of a banker’s business car@taid down as a matter of

13 Cap BB LFN.2004
14 [1959] 1 Q,B.55
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law. The nature of such a business must in eachtmasnatter of facts...” This
was however first decided FOLEY v. HILL '° beforeEKPA’s case.

SELF ASSESSMENT EXERCISES !

1) Is there any clear concept for the words; ‘bankarker’ and ‘banking
business’?

2) Is carrying out daily collection of money from meenb of the public for
saving like Ekpa, an act that constitutes bankungjriess without due licensg

D

3) Is a banker’s business laid down as a matter ¢ faiclimits of the law?

1.4 Summary
There is no clear statutory concept of the worBank’, ‘Banker’ and ‘Banking Business’ but
rather judicial pronouncements. You also now knbat there are conflicts in the concepts of
these words as inferred and interchangeably usethenstatutes against the judicial
pronouncements; that the purpose for statutorylagigus in the banking business in Nigeria
is to forestall fraud and not to foreclose peoptent the business of daily savings meant to
keep body and soul as expressed in the cage®fFED. V. EKPA® which contrasts the
provisions of Section 2 (1) of the Bills of Exchangct 1that provides; “A Banker includes
a body of persons whether incorporated or not wadroycon the business of banking.” You
also find that, a bank worker (banker) can becormarék in the ordinary literary sense where
the banker breaches the trust of the customersnamdtors by defrauding them of monies
entrusted to the bank in the course of carryinfpamking business on behalf of his employer
(Bank) as decided in the case@®PLAND v. DAVIES *® and that — a bank must however
be incorporated (registered) and licensed to carrybanking business especially if the
different concepts and Court decisions are crijicetamined as iA.G Fed v. Ekpa (Supra)
and Akwule & 10 Ors v. Queent®

15 [1848] 2 HL, 28
16 FRC/ PH/25/C75/1976 at 206, 207
17 Cap B8 LFN. 2004
18 1871-74, 5. H.L.358 at 375
1% supra
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LZ

a)

b)

There is no clearly known concept of the words bankkdraand banking business excépt
by judicial pronouncements where contrasted with tHéerdnt conflicting statutory
concepts of these words as provided by Section 41 of tHari§aDecree, 1969; S. 2 (1) of
the Evidence Act, Section 66 of Banks and Other Finaimgttutions Decree (BOFIA), etc.
The aim of banking regulations and other Acts is agirevent people from making little
savings which it appears to me is the idea behind the iebtaeint of the Global Savings
Syndicate run by the accused person in the case of Ekpa $toip people from swindling.
The aim of the Banking Act and other regulations is atsprevent the establishment of
financial institutions like Commercial Banks, Acceptamteuses, Discount Houses and
others at which normal banking business may be transtotadperating banking business
without a valid license. It is not to prevent peop@irmaking little savings which it appears
to me is the idea behind the establishment of the G&dbahgs Syndicate run by the accused
person in the case of Ekpa.

It is clear that there is conflict / ambiguity/ inteption in the concepts of a ‘Bank’; ‘Banker’
and ‘Banking business’ as all words seem synonymous andhategeably used but clearly
specific in the ordinary usage from Court pronouncemiertise cases AAKWULE & 10
ORS v. THE QUEEN! and COPLAND v. DAVIES? if contrasted with the provisions of
S. 2 (1) of the Bills of Exchange Act, 20@hich says: “Banker” includes a body of persons
whether incorporated or not who carry on the businessmpking.” However, where the
word Banker is said to include a body of persons whettwarporated or not who carry on
the business of banking as contemplated within the provi@QHD, 1991, the nature of
such a business must in each case be matter of fadthis.Was however, first decided in
FOLEY v. HILL ! before EKPA’s case
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MODULE 2 THE CONCEPT OF A BANK, BAN KER AND BANKIN@USINESS

Unit 2: Concept of the word “Customer” and the Featires / Nature of Banker Customer
Relationship

2.1.Introduction
2.2. Learning Outcomes
2.3. Main Contents
2.3.1 Who is a ‘Customer’?
2.3.2 The Nature of Banker Customer Relationship
2.3.3 Features of a Contract
2.3.4 Indemnity, Conditions and Warranties
2.4. Summary
2.5. References/Further Reading/Web Sources

2.6. Answers to Self-Assessment Exercises and Be&db

2.1Introduction
This unit explains who a bank customer is, whatfdaures / natures of banker customer
relationship are like. If contractual or otherwigad how the contract can be terminated
especially where a condition becomes a fundaméstal for an offeror to revoke a contract.
It will also discuss the duties and defences ddiaklio a customer ans-a-vis

2.2Learning Outcome
At the end of this unit, you should know who a banktomer is, banker customer relationship
and the nature of banker customer relationship.

2.3Concept of the word “Customer” and the Features / Idture of Banker Customer
Relationship
2.3.1 Who is a customer?
There is no known statutory concept of who a custois except by judicial
pronouncements on (Advise; contractual relationshiprespective of having opened
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an account; account duration not of essence &eittistomer intends to or has opened
an account). Hence by decided cases, a custorter fsllowing:

A person the bank agrees to advice as decid&d®DS v. DAVIES BANK LTD %°
from the moment the bank agrees to advise a pe&gem though the person had not
opened an account with such a bank. Hence, incdgs where the Plaintiff had no
business experience but went to the defendant foarddvice on how and where to
invest his money and the branch Manager adviseddimvest in a private company
that banked with his branch where the customerhizsinoney through negligence of
the bank that allowed the defendant to over witidtil it became bankrupt and

consequently, defrauded the customer.

A person who has a contractual relationship withliink as decided Mew Nigeria
Bank Ltd v. Odiase’* where the Court held that Odiase was a customespiective
of having opened an account with the bank or ndbisg as a contractual relationship
has been established. Odiase [the respondent] Masreg Engineering student being
sponsored in Turkey by his anty one Mrs. Obasuy Witough the Appellant bank
applied to the Central Bank for foreign exchangeag the respondent’s school fees
but the Appellant bank diverted the use of the mofoe a stranger. Odiase was

regarded “A Customer” irrespective of his havingaaoount with the bank or not.

A person who has an account with the bank irrespgeof the duration as in the case
of Commissioner for Taxation v. English Scottish & Augralian Bank?? where
Lord Duredin reiterates: “A customer signifies some who has an account with the
bank but the relationship is not one of which dorats of essence.”

A person who has or intends to open an accountavithnk even though he has not
done so. See the caseGrkat Western Railway Corporation v. London & County
Banking Corporation Ltd.?® where an action to recover monies withdrawn by
Huggins through a fraudulently acquired chequeethil even though Huggins was
convicted but the issue inter-alia is - whether glog was a customer? The court held

20 supra
2111993] 8 N.W.L.R. Pt. 310, 235
22 [1920] A.C. 683, 687
23 [1901] A.C, 414, 420-421
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that Huggins was not a customer, but the positiday is that: “A person is a customer
to a bank immediately he opens or intends to opeataount” irrespective of duration
as was held i€ommissioner for Taxation v. English Scottish & Augralian Bank

(supra).?*

2.3.2 The Nature of Banker-Customer Relationship
Banker customer relationship is basically that akator and creditor but must be
contractual either byimplication or asexpresslystated by the parties. It was first
decided as a debtor and creditor relationshipOh.EY v. HILL. 2° Also see the case
of YUSUF v. COOPERATIVE BANK LTD 2® where the court held that: “The
relationship between a banker and its customéaisdf a debtor and creditor the very
moment the banker agrees to accept a person@ssttamer”.

The nature of banker customer relationship is digttisat of a simple contract, not
put in a single, comprehensive and formal docurbanht partly written and implied
agreement (contract) from trade practices and jpidiecisions earlier shown above.
However, a bank is under obligation to pay its cosr the amount standing to his
credit in his current account and savings acconhen the customer makes a demand
for payment and the banker fails to meet the demérete the customer is in credit.
This act calls for action to recover the amount @eded for, from the date of the
failure, to date of effective payment. Whereasattmount of the customer may at times
not be in credit and he obtains an overdraft on ibam his bankers and so, becomes
the debtor while the banker becomes the creditaleagied in the cases W&’ u v.
Bank Of The North Ltd, 2’ Midland Bank v. Conway Corporation?® & Ashubiojo

v. A.C.B?®

24 [1920] A.C. 683, 687
25 [1848] 2 H.O.L. 28
26 (1991) SC. 144
27 [1994] 1 NWLR Pt. 321 at 461, 470 G-H
28 [1965] 1 W.L.R 1165
29 [1966] 2 ALL N.L.R. at 203
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2.3.3 Features of a Contract
The features of a contract include offer, accemasud consideration as discussed
below:
1) Offer
This is an expression of willingness to contraeide with the intention that it
shall become binding as soon as the person to wthenoffer was addressed,
accepts it, as stated in the caseA@GIOMA v. GUINNESS NIGERIA LTD. °
Generally, an offer is deemed to have taken effestn the time it is
communicated to the offeree and where an offeraderthrough the post, it is
deemed to have been made at the time and placasitpested. But can be
terminated by (revocation, rejection, death, failto meet condition precedent &
the lapse of time) as followings:
(a) Revocationoccurs where an offeror revokes his offer whicah lsawever not
be operational if by post, as decided®¥ME v. TEIN HOVEN 3!
(b) Rejection by who the offer is made to which automaticallymmates the
contract as itJ.B.A LTD v. TEJUMOLA & SONS LTD. 32
(c) Death of a party especially the offeror, invalidates a contractegtovhere
the personal representative answers to the oldigahat the offer remains
valid and enforceable as decidecKiENNEDY v. THOMASSEN. 33
(d) Failure to meet condition precedent(conditions subject to which an offer
is made) and for instance, where an offeror insarge®vernment property
without government approval, terminates the offedacided inrukwu &
Ors v. Trinity Mills Insurance Brokers. 34
(e) Lapseof time invalidates contracts because time is of essenaeyi contract
as in the case MIGILLARI v. NATIONAL INSURANCE COMPANY
OF NIGERIA [N.I.C.O.N] %

30 [1995] 2 N.W.L.R. Pt. 380, 672, 690 at Para G.

31[1880] 5 C.P.D. 344; 42 L.T. 371.

32 11988] 2 N.W.L.R. Pt 79 at 662

33 [1929] 1 CH. 426

3434 11997] 12 N.W.L.R. Pt. 531 at 113, 129, Para. F at P. 135 at Para. G-H
35[1998] 8 N.W.L.R. Pt. 560, 1. Of 14 at Para. G
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2) Acceptance

This is a final and unqualified expressiorof assentto the terms of an offer or

contract which must babsoluteBUT MAY BE oral, written or by conduct e.g

part performance of an offeror’s condition like tet payment of a total rent to

a landlord or caretaker of a property. SR&SILLARI v. NATIONAL

INSURANCE COMPANY OF NIGERIA [NICON] 26, However, acceptance

can be invalid by (¢onditionality, *if by a stranger, *if a counteroffer & *cross

offer) and discussed as followings:

(a) Acceptanceis conditional i.e made subject to condition precedent
(occurrence of an event) as in the casedBA v. TEJUMOLA & SONS
LTD 37 where the Court decided that; “subject to Contrewts regarded as
still in the negotiation stage and so, provisicarad invalid.

(b) If acceptancas by a stranger and for instance, where a non-offeree is not
entitled to accept an offer, the acceptance becamesid as decided in
BOULTON v. JONES .38

(c) If acceptance is @ounteroffer (not whole) but partial i.e subject to
conditions as iNGILLARI V. N.I.C.O.N ¥

(d) If acceptance is &ross offer connotes two offers of similar terms or
conditions by two offerors that cross in traiSXCEPT there is a consensus
ad idem to make the acceptance of one out of theoffers accepted before
the offeree, the acceptance becomes invalid asdetkcin TINN v.
HOFMAN & CO °

3) Consideration is someright, interest profit or benefitaccruingto one party or
someforbearancedetriment, loss or responsibility given, sufferecuadertaken
by the other. For instance, a promise to indemngks against loses that may

arise there from a transaction.

36 supra
37 supra
3811957] 2 H. & N 564
3939 supra
40 [1873] 29 L.T.271
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2.3.4 Indemnity, Conditions and Warranties
1) Under Common law, no law invalidates indemnity even where the prentas
not been fulfilled or is partly fulfilled except whe so expressly stated as in the
decided case MGILLARI and IRUKWU “%,

2) For Statutory intervention, condition precedent settles the ambiguity for
consideration in a valid contract either in parfuly, by the provisions 0§. 50
of the Insurance Acf? which says: “The receipt of an insurance premiuailsh
be condition precedent to consideration in a vadidtract and there shall be no

cover in respect of the risk, unless the premiupaid in advance”

Generally, the terms of a contract may be witleoadition, warranty or a
fundamental term (utmost good) which entitles an offeror to avoidrevoke a
contract whenever there is a breach of the ternenéble the offeror claim for
damages insofar as the subject is legal and harainle interest as decided in the
case ofCARLILL v. CABOLIC SMOKE BALL CO. “*However, it is trite law
that parties to a contract must have capacity tiaraot and the full intention to
create a legal relationship between them as itiw#se case oNWANGWU v.
NZEKWU & ORS #

SELF-ASSESSMENT EXERCISES

(a) Who is a Bank Customer?

(b) What are the features of the contractual relatignisetween a banker
and customer?

(c) What is the effect of warranty or condition precaden a valid

contract?

2.4Summary
A bank customer is determined not only by contralctelationship but that of a debtor

creditor or by the bank merely advising the custoorehe customer merely intends or has

41 Supra
42 Cap. 117 LFN. 2004
%3 [1893] 1 Q.B. 256
4 Supra
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even opened an account irrespective of the timatiur. You should also now know that
once there is offer, acceptance and consideratiom both the banker and customer, a
contract is already established as these are sahaés of a regular legal contract. Generally,
you should also now know that the terms of a cehiraay be with @ondition, warranty or

a fundamental term (utmost good) which entitles an offeror to avordrevoke a contract
whenever there is a breach of the terms. Thisemnable the offeror claim for damages insofar
as the subject is legal and has insurable intexesiecided in the case GARLILL v.
CABOLIC SMOKE BALL CO. “° However, you also now know that statutory intetiem

or condition precedent settles the ambiguity farsideration in a valid contract either in part
or fully as provided b¥. 50 of the Insurance Actwhich says: “The receipt of premium shall
be condition precedent to consideration in a vabdtract and there shall be no cover in
respect of the risk, unless the premium is paiddwance.” Hence, it is trite law that parties
to a contract must have capacity to contract aaduthintention to create a legal relationship
between them as it was stated in the cadéV8ANGWU v. NZEKWU & ORS 46

2.5References/Further Reading/Web Sources
1) Goldface-Irokalibe, I.J. Law of Banking in Nigeria

2.6 Self-Assessment Exercises and Feedback
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MODULE 2 THE CONCEPT OF A BANK, BAN KER AND BANKIN@BUSINESS
Unit 3: Rights and Obligations in a banker-customerrelationship

3.1Introduction
3.2Learning Outcomes
3.3Rights and Obligations in a Banker-Customer Retetip
3.3.1 Duties of a customer
3.3.2 Banker's rights and defences
3.3.3 Duties of a customer to the banker
3.3.4 Rights and defences of a customer
3.4Summary
3.5References/Further Reading/Web Sources

3.6 Answers to Self-Assessment Exercises 4

3.1 Introduction
This module discusses the duties of a banker ts@mer and the rights / defences that avalil
the banker in the course of carrying out his dutdea customer, the circumstances where a
banker may be sued and the defences may not awvgitle nature of the damages to claim
against the banker and instances where the bas&sdf a banker to a customer may be
violated and yet not an offence. Also, are moni@d py mistake into a customer’s account

or client’s money.

3.2 Learning Outcome
At the end of this unit, you should be able to
(a) explain what the duties of a banker to a customeraad the banker’s rights / defences
against the customer and vis-a-vis.
(b) know when and under what circumstances the basiesdof a banker to a customer can
be violated and the banker will not be in the o$iga, and the nominal, substantial or

special damages that may be claimed by customansagabanker.

3.3 Rights and Obligations in a Banker-Customer Relatiaship
3.3.1 Duties of a banker to a customer
The duties of a banker to a customer include theviings:
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1) Duty to honor bank customer’s cheques:
It is the duty of the bank to repay fully the manaeposited by a customer upon
demand but where the customer fails to do this,bdnek may not be liable as
decided iNJOACHIMSON v. SWISS BANK CORPORATION #" where Lord
Atkin reiterates that: “...it is necessarily a terfnrsach contract that a banker is
not liable to pay the customer the full amount isf halance, until he demands
payment from the bank at the branch which the ati@ecount is kept” However,
a bank customer whose account is in credit andhegue is dishonored, can sue
the banker (bank) for damages / breach of contradtnot the endorsee (staff).
The damages can be nominal, substantial or sgédadibel which needs proof
as decided i©OKAFOR v. UNION BANK OF NIGERIA 8 aside the claim for
repayment.

2) Duty to keep customer’s account secret except:

(a) Where there is the duty to disclose to the publichssecret/confidential
information/record.

(b) Where disclosure is made express or implied byocoests consent

(c) Where disclosure is for the benefit of the bank

(d) Where disclosure is by compulsion e.g by supoesra & court which must be
served on the banker before anyone may be allowedpect banker’s ledger.
SeeTournier v. National Provincial & Union Bank of England Ltd.*°

3) Duty to keep customer’s account secret.

4) Duty to notify customer of its intention to closestomer’s account.

5) Duty to present to customers’ Bills for acceptaacel payment as decided in

African Continental Bank Ltd v. Yusuf®°

4711921] 3K.B. 110
48 [1981] 1-3 CCHCJ [1983] LIBEL
4911924] 1 K.B. 461 section 24 of the EFCC Act empower EFCC to freeze account of customer of a Bank
5011978] 2 S.C. 93, 101
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6) Duty to notify customer of the dishonor of his kil in the case oAfrican

Continental Bank Ltd v. Yusuf.?!

7) Duty to indemnify customer for unauthorized withded from his account as
decided in the case digerian Advertising Service Ltd v. United Bank fa
Africa Ltd. °2

3.3.2 Banker’s Rights / Defences:

The followings rights / defences avail a banker irsggawrongful dishonor of

customer’s cheque:

1) Rights to charge interest on loans or overdraftd athers. Interest is; “A
compensation paid by the borrower to the lendedéprivation of the use of his
money” while overdratft is; “Monies drawn by a basicustomer in advance of
regularly expected payment into a given accounallsa salary account” Note
that - banks are not charitable organizations andraist collect interest from
customers for all monies borrowed or taken in adeahe case oAforka v.
African Continental Bank Ltd >3 on the collection of interest is relevant. Also is
the case ofvourell v. Hibernian Bank>* is relevant for implied agreement to
charge interest on loans. The casBoiver v. Turner® for interest on overdrafts
as well as the universal grounds of banking custants practices in regard to
compound interest on yearly or half yearly basmswiver, where interest is fixed,
it cannot then be unilaterally altered by the barklene as decided inion
Bank of Nigeria v. Prof. Albert O. Ozigi®® but where the borrower does not
protest on the receipt of a statement of accownwsiy the fixed rate by the bank
it is deemed to be an acceptance. This was thsidedn the case darclays
Bank D.C.O. v. Hassar’ or where a customer overdraws his account.

51 Supra
52 [1965] CCHCCJ 84.
5311994] 3 NWLR Pt. 331, 217
54[1918] A.C. 372
5511863] 32 L.J Ch. 540, 544
56 [1991] 2 NWLR Pt. 176, 677
5711961] ALL N. L. R. 836, 839
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2) A banker has a right where a customer has overdn@saaccount especially where
there are no sufficient funds to meet his requestithdrawal except if it is an
overdraft as decided in the caseCafthbert v. Roberts Lubback & Co.%®

3) Banker’s right of lien over customers’ propertiesisrities in their possession
where customers fail to fulfill their obligationd mdebtedness to the bank as
decided in the cases Afabi v. Standard Bank of Nigeria Ltd.>° and theBritish
& French Bank V. Owodunmi.®® However, this right does not apply to monies
paid into customer’s account under a mistake dffas in the case of monies paid
in to set-off the liability of a customer to a corpte body as decided in the case

of Ogundeji v. International Bank of West Africa & Ors .t

4) Money mistakenly paid into wrong account as decide®tandard Bank of
Nigeria Ltd v. A.G Federation.®?

5) Restraint by Court to freeze or suspend an accourhe interest of peace
especially if a Court order has been served todfiatt. Sedénternational Bank

for West Africa v. Kennedy Transport Nigeria Ltd.®

6) Compliance with Presidential directive to freezeaaoount. Failure to comply
will amount to a criminal offence as well as noi@ttcan succeed in this regards
against such a bank Manager. &#fwatt v. Barclays Bank D.C.O. Nigeria
Ltd & Ors 5

7) Defence in denial of some facts relating to drawjngndorsing, accepting,
presenting notice of dishonor or taking notingles¢ase may be. S€@mptoir

Commercial Industrial (Afrique) Nigeria Ltd v. Akin kugbe & Ors.%®

58 [1909] 2 Ch. 226
59 [1974] 4 ECSLR; 574, 575
60[1956] 1 F.S.C. 4, 5-6
61[1993] 2 NWLR Pt. 278, 690
62[1971] ANLR 388
63 [1993] 7 NWLR Pt. 304, 238
6411970] ANLR 360
65[1976] 6 U.LL.R. Pt. IIl; 368
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8)

9)

Defence of insufficient funds can avail a bankeiagt a customer whose account
is not in funds because he cannot maintain anradtio breach of contract or

defamation. SeAdemiluyi v. African Continental Bank Ltd. 6°

Where there is inconsistency with a client’s figugi obligation which arises
when a customer operates a Trust account thangance, where withdrawals
that are inconsistent with the client’s fiducianyligation ought to be monitored
by the banker. Seeulani v. Bank Of British West Africa. ®’

10)Receipt of the news of customer’s death or his alemfirmity terminates banker-

customer relationship. i.e customer’s account @aucltsed on this ground. This
is a notorious fact but depending on the avail&otés or circumstances.

3.3.3 Duties of Customers to Bankers:

1)

2)

3)

4)

Duty not to facilitate fraud by taking reasonakdeecin drawing cheques or other
bank instruments as decidedSalawu v. Union Bank of Nigeria LtcP8.

Duty to follow proper banking procedures like payimonies into an account
through the cashier being the proper channel age@#mBisi Salawu v. Union
Bank of Nigeria Ltd®®.

Duty to disclose forgery to banker as decidedligerian Advertising Service
Ltd. v. United Bank For Africa Ltd % Greenwood v. Martins Bank Ltd. "*
and Brown v. Westminister Bank Ltd"%

Duty to pay or credit accounts properly as decidestandard Bank Of Nigeria
Ltd v. A.G Leventis 7573,

66 [1964] N.C.L.R. 10

6711953] 14 WACA, 292

68 (1986) 4 NWLR 9PT. 38) 701.
59 Supra

70 (1965) LL.R. 84

71(1932) K. B. 371
72 (1964) 2 LLOYDS 187.
73 (1964) ALL NLR. 388.
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5)

Duty to object to errors in accounts promptly asidied in Aforka v. African
Continental Bank Ltd ",

3.3.4 Rights / Defences of Customers

1)

2)

3)

4)

5)

The right to withdraw monies credited into custom@ccount. This is however
defendant on the circumstances of each case adedeti Prince & Ors v.
Oriental Bank Corporation "> where judgment was awarded to plaintiff based
on the fact that delay was due to negligence ok leven though the branches
were different. Where they were same bank buttibads on breach of contract,
the branches would not be treated as same\W®eelland v. Fear® where other
branches were held to be same and so, liable aactien was on cumulative
negligence. This brings in agency where the pradcip vicariously liable for
negligence.

The right not to have customers account debitedthenaccount of forged
signature. Sebnited Bank for Africa Ltd v. Savannah Bank of Nigeia Ltd 7.

The right to keep separate and distinct accountieaisled inBritish & French
Bank V. Opaleye® and Bala Angyu v. Malami & Ors’®,

The right to have customers account credited viihface value of cheques paid
into his account for collection as decided\Niew Nigeria Bank Ltd v. Odiasé®.

The right to be given reasonable notice beforeimipsustomers account etc as
decided inBank of Credit & Commerce International Nigeria Ltd & Ors v.
Stephen Industries Ltd & Ors®.,

74 (1994) 3 NWLR (pt 331) 217

75 (1878) 3 App. CAS. 325

76 (1857) 26 L. J. 0. B. 202

77(1979) 10- 12 CCHCJ. 255

78 (1962) 1 All NLR. 26

78 Unreport CA/K 102/91 of 12 December, 1991.
80 (1993) 8 NWLR (pt. 310) 235.

81(1992) 3 NWLR (pt. 232) 772.
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SELF-ASSESSMENT EXERCISES

(a) Is there any precise statutory concept for the s/doenk, banker and banking
business?

(b) Do the differently supposed statutory conceptsiefwrord ‘bank’ imply criminality
the actions of Ekpa, the Global Syndicate Investor?

(c) Critically examine Banker and Customer Relation8hip

(d) Enumerate at least, three duties of a CustomeBinlier supporting your answer
with judicial precedence where necessary.

(e) Does a bank merely advising a person make sucksarmp&ansit into a bank
customer?

(N Do statutory intervention avail bankers in defeaterrongful discharge of their du

to a customer?

3.4 Summary
The duties of a banker to a customer are not @anhonour a customer’s cheque but the duty
to also notify the customer of closing his accoynaty a customer the value of his cheques
presented but can at the same time be dishonouretitheb banker for fraud, wrongful
endorsement, if on loan or overdraft, if inadequiatels but not swap clients’ money for
another charge.

3.5 References/Further Reading/Web Sources

1) Igweike, Law of Banking in Nigeria
2) Goldface Law of Banking in Nigeria
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[474

(a) No precise statutory concept of the words; ‘bank’, ‘banker’ and ‘bankingdsss aside mere descriptiorlms

/ explanations of the terms for its limited purpose amddots from judicial pronouncements in decided
cases.

(b) Small saving schemes do not come within the meaning / differentptsrafenot only the word ‘bank’ but

()

even the word ‘banker’ and ‘banking business’ even though thgesaf banking is often determined by
the established fact of debtor / creditor relationship whialt be contractual in nature as decided in the
case ofWOODS v. MARTINS BANK LTD & ORS where justice Salmon reiterates that; “...in my
judgment, the limits of a banker’s business cannot be laid @svanmatter of law. The nature of such a
business must in each case be matter of facts...” as eseddcided in the case BOLEY v. HILL 1
before KPA’s case.

Banker customer relationship is basically that of a dedstd creditor relationship but must be contractual
either by implication / as expressly stated by both gmids in the case ¥UUSUF v. COOPERATIVE
BANK LTD !where the court held that; “...the banker customer relationship is that bfa deeditor the
very moment the banker agrees to accept a person assitsner.” However, from decided cases, the
contract is simple, implied and partly written but not ssee&ly in a single, comprehensive and formal
document. Although, a customer’s account may at times not lvedit and he obtains a loan or overdraft
from his banker so, the customer (creditor) automatitcetomes the debtor and the banker, the creditor
as seen itYA’'U v. BANK OF THE NORTH LTD.

(d) The duties of a customer to a banker include

i. Not to facilitate fraud by taking reasonable care in dngwiheques or other bank instruments as
decided ifSALAWU v. UNION BANK OF NIGERIA LTD?.

ii. To follow proper banking procedures like paying monies into an accooogththe cashier being
the proper channel as decidedBitsI SALAWU v. UNION BANK OF NIGERIA LTD 1.

iii. To disclose forgery to banker as decided in these ca$i63ERIAN ADVERTISING
SERVICE LTD. v. UNITED BANK FOR AFRICA LTD; GREENWOOD v. MARTINS BANK
LTD. and in BROWN v. WESTMINISTER BANK LTD.

(e) Yes. Looking at the case WiOODSv. MARTINS BANK LTD & ORS where from the moment the bank

(f)

agrees to advise a person even though the person had not opeedunt with such a bank. Hence, in
this case where the Plaintiff had no business experience btutavine defendant bank for advice on how
and where to invest his money and the branch Manager advisdd mrest in a private company that

banked with his branch. The customer lost his money througligeece of the bank that allowed the

defendant to over withdraw till it became bankrupt and consequdethauded the customer for which the
bank was held liable as the defendant was regarded as a customer.

Yes, it does and for instance, where there is inctersiy with a client’s fiduciary obligation which arises
when a customer operates a Trust account as was h&MdLANI v. BANK OF BRITISH WEST
AFRICA. Also, in circumstances where a banker must comply with Presadettective to freeze an
account and failure to comply will amount to a criminéfience whereas, no action can succeed in this
regard against such a bank banker as decide&MWATT v. BARCLAYS BANK D.C.O. NIGERIA

¥ S9SI0J9X3 JUBWISS|SSY/-}|9S 0] SIaMSuyY 9°¢



MODULE 3 NATURE, TYPES, FUNCTIONS AND STRUCTURE OMHE BANKING
SYSTEM IN NIGERIA

Unit 1: Types, Functions and Structure of Banking m Nigeria

1.1
1.2
1.3

1.4
1.5
1.6

1.1

1.2

Introduction
Learning Outcomes
Main Contents
1.3.1 Nature of banking business in Nigeria
1.3.2 Types and Structure of Nigerian Banks Carrying anléng Business
Summary
References/Further Reading/Web Sources
Self-Assessment Exercises and Feedback

Introduction
This module discusses the nature, types, functiodsstructure of banking in Nigeria. Also,

the topic of maintenance of reserve funds was dessull

Learning Outcome
At the end of this Unit, you should be able to:
(a) Know what the types and structure of banking illigeria.
(b) Identify the subsequent regulations that regulatkimg business
(c) State how the regulations helped cushion the fihntsecurity bank customers and
investors experienced
(d) State / discuss the functions of Central and Coroiadoanks etc.

1.3 Types, Functions and Structure of Banking in Nigem

1.3.1 Nature of Banking Business in Nigeria
Banking business in Nigeria was unguided priorite Banking Ord. of 1952 and
especially between 1945 and 1952 with the prolilenaof banks in Nigeria that
swindled their customers and investors such thase customers and investors lost
confidence in the Nigerian banking business. Howegeon after, emerged the
Banking Ord. of 1958 that was used alongside thetr@eBank Act of 1959 and
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thereafter, came other extant Nigerian Banking legguns that now help to cushion
the financial insecurity of all customers and irtees. Whereas, prior to the Banking
Ordinance of 1952, there was barely any indigestatsite regulating banking practice
in Nigeria even though repealed in 1958 and usaabaide with the Central Bank Act
of 1958. However, the Banking Ordinance was lagptaced by the Banking Act of

1969 and further repealed by the Banks and Othean€ial Institutions Decree

(BOFID) of 1991 now BOFIA.

For specific reasons, BOFIA regulates banking @& in Nigeria such that it grants
the Central Bank Governor the power to grant, revaikd vary licenses to investors
which drastically reduces swindling of custometsisTed to the current emergence of
many Commercial and Micro Finance Banks in Nigéuh other statutes regulating
banking businesses include:
1) The Central Bank Act, 1958
2) The Central Bank Act of 1990 that prescribes tlaengting of all bills / fixing
duty stamps appropriately on paid bills
3) Bank (Freezing of Account) Act of 1990 that emposvire President to freeze
any account on fraudulent basis
4) Bills of Exchange Act, 1990 that regulates thevatats of parties like liabilities
in drawing, use, delivery and acceptance of bills
5) Dishonoured Cheques Offences Act, 1990 which makesriminal offence for
a cheque drawer to settle debts with dude cheques
6) The Evidence Act, 1990 now Evidence Act, 2011
7) Money Lenders Act, 2004
8) Exchange Control Act, 1990 etc that ultimately, ueet the swindling of
customers and other bank investors now Exchangé&r@dyct, 2004.
9) Banks and Other Financial Institution Act [BOFIAAQ07
10)Banks and other Financial Institution Act, 2004

1.3.2 Types and Structure of Nigerian Banks Carrying on Binking Business
They include the following:
o Central Bank of Nigeria [CBN]

o0 Commercial Banks
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Merchant Banks

Development Banks

National Agricultural and Co-operative Bank [NACB]
The Federal Mortgage Bank

o O O O O

\Other Specialized Banks

1) Central Bank of Nigeria [CBN]
The nature, functions and structure of the Cedaalk of Nigeria includes that, it

is a Federal Government Bank that was establishiesbipnt to the Central Bank
Ordinance of 1958 but took effect in 1989However, with the Central Bank
(Currency Conversion) Act of 1967 and its subsetjaerendments by the Central
Bank of Nigeria Decree No. 24 of 1991. Alongside Banking Act of 1969,
conferred so much power of supervision, examinatinonetary management and
more prudent banking standards on the Central BainNigeria. The CBN
maintains a corporate status with perpetual sumoessd power to acquire and
dispose of moveable and immoveable propertiesgsess a seal and powers to sue
and be sued. It issues the Nigeria’s currency. vamg first issue was in 1959 to
replace the British Pound Sterling of the West @&én Currency Bank [WACB]
before 1965 of the existing currency but exchangeti968 during the Nigerian
Civil war to curtail Biafran secession, before 183 Naira and kobo that replaced
the pound sterling earlier in operation. The stiteeincludes a head office in Abuja
with the Governor of the Central Bank at the hefnaftairs with zonal centers in
Bauchi, Enugu, Ibadan and Kano but with brancheseach State capital
respectively headed by a Controller / Currency €effficer / Zonal Controller

and Branch Controllers.

The CBN operates a unit-banking with these brando¢ss separate entities and
its Functions include:

(a) It is a Federal Government owned bank of any nation

(b) It is a Bankers Bank because it keeps the capitalrve of all other banks in a

nation

82 CBN BRIEFS No. 93/02 CBN Research Development Report at Pp. 1 -2, it is now Central Bank of Nigeria
9Establishment) Act, Cap. C4 LFN. 2004. See section 1. CBN Act
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(c) It prints, mints and issues the country’s currency

(d) It regulates monetary policy through its supply anthdrawal of money from
the public

(e) It executes monetary policies on behalf of the Gonent

(N 1t executes capital projects on behalf of the Gorent

(9) Itis a bank of last resort

(h) 1t keeps special capital deposits on behalf of cenaial banks

(i) It enhances economic growth in a country througlmonetary regulations

() 1t keeps the country's gold and foreign reserves

(k) 1t deals with foreign transactions on behalf of @@vernment

() 1t manages Nigeria’s external debts and reserves

(m) It handles problems of ailing banks in the country

(n) It is a financial adviser to the Federal governnaam other banks

(o) It prepares and publishes annual reports on acsafrither banks not later
than four months after the end of its financialry@atheir balance sheets profit
and losses.

2) Commercial Banks

The nature, structure and functions of Commercaalkis are generally banking
institutions that create money by the acceptanaepbsits from customers which
they loan to out for interests but expected to dud pack to the creditor customer
on demand. However, these banks are expectedtt@tréiseir commercial short
term liquid loans to enable them mop up such payatddits to their customers on
demand. Section 61 of Banks and Other Financsaitiiions Act [BOFIA] further
defines Commercial banks as any bank in Nigeriasehousiness includes the
acceptance of deposits withdrawal by cheddeBhe Structure of Commercial
banks is that of a branch-banking system with adH@@anch against the unit-
banking system where each branch operates as @pendent organization
whereas, its functions include:
(a) They help customers keep their valuables safe anth$tance are jewelries
and certificates.
(b) Give financial assistance to their customers thindagns and overdrafts.

8 Halsburys Laws of England, 8" Ed. Vol. 3, Para. 30. See BOFIA Cap. B3 LFN. 2004.
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(c) Act as Executors and Trustees for their custoraers for instance; is the
administration of Wills and assets of dead custemer

(d) Facilitate foreign trades through the issuing af/élers cheques and making
foreign payments on behalf of their customers.

(e) Acceptance of deposits and payment of chequesmamtkby their customers.

(N Sell stocks and shares for customers.

(g) Advise customers on investments etc.

3) Merchant Banks

The nature, structure and functions of Merchankbancludes to performs pure
banking and merchandise business by accepting ilgpopening of accounts,
management of investments portfolios and finandmginesses for restricted
number of their customers through loans, syndicatesissuing of bonds. It was
first established in Lagos in the year 1961 by IPsilHills of London and it is
structured not to accept deposits but to arrangdafge loans for their selected
customers through issuing of bonds, undertakingpective projects and arranging
loan syndicates and so, do not have liabilities éinge from demands.

The functions of Merchant banks include:

(a) To Finance Trade; real Estate; Agriculture; Indasatnd Related activities like
Capital Equipments.

(b) To Issue and Deal in Shares; Debentures; Fededabtate Stocks and Other
Securities

(c) To Take and Place Deposits; Deal in Money Markstriments; Banker’s
Acceptance and Commercial Notes

(d) To Arrange Syndicate Credits; Direct Loans and @uafts on short and Long
terms

(e) To Provide Trade Finance Services like Bills; FgneExchange Transactions
and Letters of Credit.

47



4) Development Banks
The nature, structure and functions of the Deveknbanks include; they are
group of banks that assist their clients in comma&reechnical, managerial and
other areas of capital projects for developmentabpses especially after the
economic devastation that followed the 1l World Waf 1945. The first
Development bank in Nigeria was in 1946 but dissdlay the Federal Government
and replaced with the Nigerian Development Boartbih9. However, the later was
replaced with the six Regional Development boapiead out in the North-East,
South-East, South-West, North-West, the Federait@aperritory and the Colony
of Lagos which all cumulated into the National Isttial Development Bank
[NIDB] that respectively has branches in BauctbaAAkure, Kaduna, Abuja and
Lagos. The structure has a chairman at the hel@ffairs, then the Managing
Director, three representatives of the Central BariKigeria, one Federal Ministry
of Finance Representative and six Executive Dimsctior each of the six

headquarters.

Presently, the structure of the bank consists®fdbowing banks:
(a) The National Industrial Development bank [NIDBJ;

(b) The National Agricultural and Co-operative Bank [SIB;

(c) The Nigerian Bank for Commerce and Industry [NBCI];
(d) The Federal Mortgage Bank of Nigeria [FMBN]

(e) The Nigerian Export-Import Bank [NEXIM]

These banks grouped under the Development banksadrédirectly under the
control of the Central Bank of Nigeria and so, tiare not in any way affected by
its monetary policy until recently that the CBN wgranted the power to examine,
appraise, understand and appreciate their signde®ecause of the scope of their

operation$* However, its functions include:

(a) It is a Federal Government creation
(b) It helps development specific sectors of the ecgnom

(c) It finances Corporations

84 Section 23 of BOFIA [Amendment] Decree No. 33 of 1998
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5) National Industrial Development Bank [NIDB]

6)

The nature, structure and functions of the Natidndustrial Development Bank
[NIDB] is one of the Development banks and inddeal first of all Development
banks following the restructuring of the Investm@uampany of Nigeria [ICON].
It obviously sets the pace for other developmentkbato follow. Hence, its
resources are biggest and it is structured alon@dartments (Administration;
Accounts; Staff Training; Appraisal, Development Rromotions; Company
Secretariat; Investment Supervision; Managemens@tancy; Legal Department;
Finance Department; Research Department; Interaditdepartment; Reception
and preparation Department) with its [NIDB] Managidirectors comprising of a
chairman, a Managing Director, 3 CBN representataed 1 Federal Ministry of
Finance; and the 9 Departmental Managers that baedded a department as
Managers.

The functions of NIDB include:

(a) Its primary aim is to encourage private investors

(b) It handles banks accounts to ensure bank clienés their debt payments
(c) It Recruits Personnel and Administers the Genedahidistration

(d) It initiates and Promotes Development through Feredrassistance

(e) It Supervises Investments and the NDIB assistef@i®

(N 1t Finances Reparation in terms of NDIB Investments

(9) It Evaluates the Viability of Project Proposals

(h) It Finances Research

(i) Itis Responsible for the Legal Approval of Progeetc.

National Agricultural and Co-operative Bank [NACB]

The nature, structure and functions of the Natidkgicultural and Co-operative
Bank [NACB] include that it was established by DeemNo. 28 of 1978 and is
concerned with investment in the agricultural sedip giving loans to farmer
organizations, individuals and co-operatives feestment in agriculture. its source
of funds include the Central bank, Internationaldfcial Institutions, International

Bank for Reconstruction and Development called Werld Bank, the African
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7)

Development Bank [ADB], the European Investmentkband the International
Fund for Agricultural Development [IFAD]. Its strure consist a Chairman;
Managing Directors and Chief Executives Direct@pérations, Finance, Services
& Projects); A Non-Executive Director as Represeweaof the Ministry of
Agriculture, Natural Resources and Rural Developmémee Non-Executive
Directors that are Representatives of the CentaalkBof Nigeria; Controllers of
Administration, Finance, Projects, Investments @mkrations and finally, the
Legal Adviser. The banks Functions include:

(a) Maintains Consultancy Services

(b) Feasibility Study of Agricultural Projects

(c) Direct Finance of viable Agriculture and Agro-Allidgencies

(d) Granting Loans to Prospective Farmers

(e) Facilitates Agricultural Banks Management Policies

() Constitutes Structure etc.

Federal Mortgage Banks of Nigeria [FMBN]

The nature, structure and functions of the Feddoatgage Bank [FMBN] includes
that it is a corporate organization that emergechfthe Nigerian Building Society
established in 1957 but repealed by Decree No.1B87 as the Federal Mortgage
Bank [FMBN] with power to sue, be sued and perpetuecession and to provide
long / short term loans to individuals and orgatmes. Its Source of fund includes:
Equity and Loans; Deposits from Individuals, Moggdnstitutions / other persons;
Borrowing from Other Banks and Financial Institugoand finally, from the 50%
yearly Profits from its Reserve Funds and 25% oAuithorized Capital when it is
Equal / Exceeds the Authorized Capital. Its Strrectinclude: A Chairman;
Managing Director; Director General for the Feddvhhistries of Finance and
Economic Development / their Representatives; DareGeneral of the Federal
Ministry of Housing, Urban Development and Enviremt) Chief Federal Lands
Officer; Three Representatives of the Central Bafiikigeria and for other persons
who by character are experienced in housing, adeoaw, law, finance /
economics and in the opinion of the Minister, areadble for appointments as board
members. The functions of the bank include:
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(a) To mobilize Savings from the Public

(b) To furnish advise to prospective clients

(c) To provide long/short term loans to Estate AgentsRroperty Developers

(d) To Encourage National Development through Mortgages

(e) To Accept Deposits and Savings from Mortgage lastihs

(0 To Control and Supervise Mortgage Institutions tiglothe Executive Council and

(9) To Approve of A Minister Charged with housing respibilities at competitive
interest rates in other to guarantee loans fromapgiinvestment sources towards
building developments and to issue securities liBebentures, Bills of

Exchange, Promissory Notes etc.

8) Maintenance of Reserve Funds
The Maintenance of Reserve Funds was establishéted/©52 Ordinance, and it

requires each licensed bank to always maintairsh ezserve, as was necessary for
adequate liquidity against its commitments, holdcsied deposits and stabilized

securities as may be prescribed from time to tisnthb CBN.

SELF-ASSESSMENT EXERCISES 5

a. State one way by which the CBN controls other banksigeria

b. State what is common to all the financial inst@uas in Nigeria

c. Aside the Maintenance Reserve Funds being a majocs of fund to banks
what other source is available?

d. Why establish specialized banks?
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1.4

1.5

1.6

Summary

There are different types of banks that exist ige¥ia. The CBN now controls all monetary
policies in Nigeria; and only the CBN also print&lanints Nigeria’s currency. The Bank of
Industry and Commerce became more relevant andciefipethese banks are all now
corporate organizations that can acquire propertae and be sued. The maintenance
reserve fund is meant for liquidity of banks agatheir commitments to customers and their
investors. Hence, securities are key issues isthbeess of any bank.
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MODULE 3 NATURE, TYPES, FUNCTIONS AND STRUCTURE OMHE BANKING
SYSTEM IN NIGERIA

Unit 2: Other Specialised Banks in Nigeria

2.1 Introduction
2.2 Learning Outcomes
2.3 Other Specialised Banks in Nigeria
2.3.1 Microfinance Banks
2.3.2 Bank of Agriculture
2.3.3 Community Banks
2.3.4 Urban Development of Nigeria
2.4 Summary
2.5 References for Further Reading
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2.1Introduction
In the previous unit we considered what could hesctered usual or common forms of banks
operating in Nigeria. In this unit, you will leaatbout specialised banks, in the sense that these
are banks set up or established specifically taonpte a given project or to focus on the

development of a specific industrial sector.

2.2Learning Outcomes
In this Unit, you should be able to know the caticole banking business plays in the

development of the economic sectors.

2.30ther Specialised Banks in Nigeria
2.3.1 Micro Finance Banks
The Micro Finance Banks are also called microcrbditks that provide services to
unemployed or low-income individuals / groups whbeswise would have no other
access to financial servic&sThey are body corporate banks capable of suingcand
be sued with perpetual seal for the purpose of ieogu holding and disposing of

properties and also provide credit needs of sn@lidwers that are unable to meet

8 Definition of Microfinance at: Error! Hyperlink reference not valid. (Last accessed on March 10, 2020)
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onerous bank collateral requirements. They alswigeodeposits, loans, payments,
money transfer and insurance services to the lewme earners in the society. They
generate funds by borrowing from big banks, depdsitm clients and accept equity
investment which ownership stakes earn a shareeqgbrofits.

2.3.2 Peoples Bank of Nigeria now Bank of Agriculture (B)A)

The nature, structure and functions of the Peoplask of Nigeria include its

establishment in 1989 by Decree No. 22 of 1990 lasdy corporate capable of suing

and can be sued with perpetual succession and aneorseal for the purpose of

acquiring, holding and disposing of properties asdwell provide credit needs of

small borrowers that are unable to meet onerouatecdl requirements. This bank

has been merged with the Nigeria Agricultural Coapee Bank to form Bank of

Agriculture (BOA). The source of funds for the baskrom the Federal Government

grants and loans; the Central Bank of Nigeria;, Faedéovernment approved low

interest sources; loans with low interest ratesfather financial institutions etc. It is

structured with a Chairman at the helm of affamfipwed by a Managing Director of

the Bank itself and Four Other persons; A Repredeeteach of the Economic Affairs

Department of the Presidency, Governor of the Gérdank of Nigeria and the

Minister of Finance and Economic Development. lisdtions include:

(a) To provide credit needs for the less privilegeeé like artisans (mechanics, tailors,
hairdressers, panel beaters etc) in the society

(b) To increase the self-confidence of the less pg@tkat the grassroots

(c) To accept savings from customers from small comtraswith small interests
on such savings at repayment. Its Management 8teiticludes:

2.3.3 Community Banks [CMB]
The nature, structure of the Community Bank [CMR]ludes its establishment by the
provisions of Section 1 (1) of Decree No. 46 of 298 1990 which authorizes
communities to establish Community banks. Its Managnt Structure includes a
Chairman, Secretary usually appointed by the Peesidnd Commander in Chief of
the Armed Forces of Nigeria; the Presidency itaalt four Others; A Representative
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each of the Federal Ministries of Finance, Direaterof Food, Roads and Rural
Infrastructures [DRFRI] Its Purpose / functionslude:

(a) To promote rural development as the name depicts

(b) To enhance rapid productive developmental actgitie

(c) To boost the self-confidence of the members of @mchmunities

(d) To economically empower the small-scale producers

(e) To encourage entrepreneurship for job employments

(N To appropriately promote and supervise the fundsitds development as it were.
(9) To accept deposits from customers

(h) To maintain and operate different types of accotortés customers

() To invest its excess funds on suitable bank instnim

() To create loan facilities for its customers etc.

2.3.4 Urban Development Banks of Nigeria [UDBN]
The Urban Development Bank of Nigeria [UDBN] wasabtished by Decree No 51
of 1992 as a limited liability company in line withe provisions of Company and
Allied Matters Act [CAMA] of 2010 towards speedy bamization and equally
empowered by the finance minister to source fodéuwithin and beyond Nigerian
shawls. Its Functions include:
(a) To manage the Federal Government off- shore prddureds
(b) To promote and supervise urban development.

SELF-ASSESSMENT EXERCISE ¢
a. State what function cuts across all the differgpes of banking business |n
Nigeria.

b. State at least two the CBN mandatory requirememtbdnking business it
Nigeria?

-

c. In your opinion, do these other specialized bankstnthe purpose for the
establishment?

-
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2.4Summary

Banking business enhanced and cushioned econotwities of customers and investors just
as the regulations checked the financial insectirityerto experienced by banks that swindled
investors and customers. Hence, the other spesiblianks mentioned above indeed, provide
credit needs of small borrowers that are unabladet onerous bank collateral requirements
and hence the structures for these specializedsbanknable them function basically for
purposes of loans and securities to small borrowedifferent levels in other to meet with
the purpose for their establishment mentioned aldéeeinstance is Uda Micro Finance Bank
of Nigeria, Ekpoma branch in Edo State to whiclteast a customer testified to immensely
benefiting from with little or no stress especially issue of security for loafs.

2.5Answers to Self-Assessment Exercises 5
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8 Dr. (Mrs) F.0.0lumese with a Current Account in Uda Micro Finance Bank, Ekpoma, Edo — State, Nigeria.
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Introduction

The Universal Banking System [UBS], 2000 is resjaasfor the operational changes in
Nigerian banking system. It led to the conversibmost existing banks in the industry into
Commercial banks before being further enhancedhé&yentral Bank of Nigeria’s embargo
lit on licensing of upcoming banks. Henceforthemables them perform the general
functions of Commercial banks. However, the Nigeribanking system today, has
increasingly become complex in structure, manpoweguirements, ownership, and

functions of banks in the banking sector.

Learning Outcome

At the end of this class, you should know thatitlieoduction of Universal Banking System
[UBS] of 2000, led to the changes in the operatistraicture and functions of the banking
business in Nigeria and this resulted in the cosigarof most existing banks in the industry,
into Commercial banks. This was further enhancethbyCentral Bank of Nigeria embargo
lift on licensing of upcoming banks which enablbéérm perform the general functions of
Commercial banks. However, the Nigerian bankindesystoday has increasingly become

complex in structure, manpower requirements, ownerand functions.

Universal Banking System (UBS) 2000
General Functions of Commercial Banks now inclutiesfollowings:
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(a) Duty to keep customers valuables safe as decidedédse V. Martins®’

(b) Duty to collect the face value of Bills of Exchange behalf of the customer as decided
in African Continental Bank Ltd v. Yusuf.®

(c) Duty not to negligently advice customers on invesita in order to avoid liability for
damages etc as decidedAfoods v. Martins Bank Ltd.°

(d) Give financial assistance to their customers thholoans and overdrafts and other
securities

(e) They act as Executors and Trustees for their cust®and investors which for instance,
include the administration of Wills and assets eddi customers.

SELF-ASSESSMENT QUESTIONS *

a)The UBS connotes what?

b)Which other law enhanced the commercial bankintyiéies in
Nigeria

c) Do the functions of Commercial banks significardiffer from its

original function’

3.4 Summary
The introduction of the Universal Banking Systeri0@ into Nigerian banking system
increased the scope of the functions of most bandsCommercial banks in Nigeria
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