
The Central Bank of Nigeria on the 14th of July, 2020, 

released a new batch of guidelines to facilitate an 

improved credit repayment system, reduce non-

performing loans and take action against loan 

defaulters. The utilisation of the Global Standing 

Instruction (GSI) will involve Borrowers, Creditor 

Bank, Participating Financial Institutions (PFIs), 

Nigeria Inter-Bank Settlement System (NIBSS) and 

the Central Bank of Nigeria (CBN), while the 

deployment of the GSI may be applied on the 

Individual Savings Accounts, Individual Current 

Accounts, Individual Domiciliary Accounts, 

Investment/Deposit Accounts (Naira & Foreign 

Currency), Joint accounts and Electronic Wallets of 

loan defaulters.

The GSI is expected to serve as the last resort for 

Creditor Banks who will be able to, without resort to 

the Borrower, debit the account of the loan 

defaulter and recover past due obligations 

(Principal and Accrued Interest only excluding 

penalty charges) from any bank account existing in 

a PFI and linked to the loan defaulter through the 

Bank Verification Number (BVN).

Analysis of the Guideline and their Implications

Upon the coming into effect of the guidelines on 

August 1, 2020, a Borrower is expected to execute a 

GSI mandate, authorizing the recovery of an 

amount specified by the Creditor (a Financial 

Institution which has granted a loan/credit to a 

Borrower) from any/all accounts maintained by the 

Account Holder across all Participating Financial 

Institutions. Additionally, the Borrower must ensure 

that qualifying accounts are linked to his/her Bank 

Verification Number. If thereafter, it is discovered 

that the borrower did not provide an account which 

should have been a qualifying account, such a BVN 

will be Watch Listed.

When a Borrower defaults in loan repayment, the 

Creditor Bank may issue a GSI Trigger, which is an 

electronic instruction to initiate an enquiry, debit 

and credit activity to recover the outstanding 

Principal Amount and Accrued Interest. Where the 

funds in a customer's qualifying account(s) with a 

PFI  is sufficient to satisfy the GSI trigger amount, 

the indebted sum will be deducted to defray the 

loan  provided that the qualifying accounts are 

funded and without CBN's approved/recognized 

restrictions. The implementation of the guidelines 

on a qualifying account is not limited by the account 

in question being a Joint Account as long as the BVN 

of the loan defaulter can be linked to it. The 
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acceptable limitations on such accounts could 

include but not limited to a court order to such 

effect, CBN's directive, etc.

The guidelines has however imposed various 

responsibilities and penalties geared towards 

protecting customers by providing that where a 

Creditor Bank activates a GSI mandate in error, it 

assumes all the liability thereto, and shall pay a fine 

per incident and will bear the associated GSI 

charges. 

Also, where a dispute arises as to wrongful 

activation of GSI and an arbitrator rules against the 

Creditor Bank, it shall pay an additional fine 

besides the fine for erroneous or disputed claim. 

Furthermore, where the Creditor Bank includes 

penal charge in the GSI Trigger Amount, and the 

GSI Trigger was successful, the erring Creditor 

Bank shall refund the full Penal Charge amount to 

the borrower (with interest calculated using the 

penal rate from date of GSI trigger to refund date). 

In the event of both a Successful and Unsuccessful 

GSI Trigger, the erring Creditor Bank shall pay a 

fine of N100,000.00 or equivalent of the Penal 

Charge amount; whichever is greater.

PFIs have many responsibilities in the course of 

executing a GSI trigger. For example, a failure to 

grant the Creditor Bank permission to perform an 

Account Status Enquiry Check/Request or to debit 

an eligible account makes a PFI liable for 

pecuniary and administrative punishments 

applicable to both the institution and its Chief 

Information/Technology Officer.  

Conclusion

The guideline brings remarkable changes to 

lending transactions in Nigeria. It improves the 

position of Creditor banks as they have a better and 

swifter means of guaranteeing return of debt in the 

case of a default. Understanding the precarious 

position of customers in this situation, the guideline 

has imposed responsibilities on the Creditor bank 

and the PFIs, backing these with stringent liabilities 

aimed at encouraging strict adherence to the 

guidelines.

The provisions of the guideline have brought an 

obvious change in enforcement of loan/mortgage 

transactions. Hitherto, when a borrower defaults in 

repaying loan, the consequence will depend on the 

type of loan or mortgage transaction in question 

and the agreed terms as evinced in the contract or 

deed. This was limited to foreclosure or exercise of 

power of sale in the case of a legal mortgage and 

more diplomatic methods for unsecured loans.

Following the new guidelines, banks are now 

empowered to recover loan payments from the 

borrower's other bank accounts within the Nigerian 

banking system. This dispenses with a long legal 

process culminating in exorbitant legal expenses 

for all parties and improves the position of the 

Creditor bank. You can access the full guidelines 

here.  

Kindly contact us for further clarifications, guidance, 

information or legal advice. 

Geraldine Mbah, ACIArb. (UK)

Junior Partner, J-K Gadzama LLP

Disclaimer

The write-up is meant for general information purposes 

only. It is not a fully comprehensive work or legal advice 

on this area of law. In any event, if more clarifications, 

questions or our assistance is required, kindly, contact us 

at J-K Gadzama LLP, J-K Gadzama Court, Plot 1805, 

Damaturu Crescent by Kabo Way, P.O.Box 20304, Garki, 

Off Ahmadu Bello Way, Garki 2, Abuja, FCT. Tel: 

+234(0)96233600, E-mail: info@j-kgadzamallp.com, 

website: j-kgadzamallp.com.
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