
1.0 INTRODUCTION

1.1 Universally, all forms of credit systems require regulations and laws to 
enable access to funds and enforce the performance of loan agreements, 
particularly, the repayment of funds. Pursuant to the role of the Central 
Bank of Nigeria (CBN) for the promotion of a sound financial system , the 
CBN issued the Guidelines on Global Standing Instruction (GSI) for Individu-
als in July 2020. 

1.2 CBN had earlier in the year revealed its plan to launch an initiative that 
will enable lenders to recover loans from deposit accounts of individual 
loan defaulters from any bank or financial institution in the country .

1.3  The GSI is to be implemented by all banks and other financial 
institutions with effect from August 1, 2020. Notably, the guidelines apply 
to the eligible loans granted from August 28, 2019. 

1.4 The CBN GSI Guidelines for Individuals is an attempt to enforce the 
repayment of loans by individuals and in the event of default by the bor-
rower, the creditor bank is entitled to a recovery of principal and accrued 
interest held by the individual in other accounts irrespective of the finan-
cial institutions in so far as the accounts are linked to his/her BVN. 

1.5 GSI seeks to fulfil three objectives which are, facilitation of an 
improved credit repayment culture, reduction of Non-Performing 
Loans (NPLs) in the banking industry, and the watch-listing of consis-
tent loan defaulters.

1.6  There is a need for radical developments in Nigeria such 
as the GSI for the reduction of NPLs. The Nigerian NPL ratio in 2019 
was 6.04, the problematic nature of these figures is better under-
stood in comparison with countries such as the United States(0.9), 
United Kingdom(1.1), Uganda (3.3), Turkey(3.7), Sweden (0.5), South 
Africa(3.7), Malawi(2.8), Australia(0.9).5
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1  CBN Circular to All Banks and other Financial Institutions ref. FPRD/DIR/GEN/CIR/07/056
2  Section 2 (d) of the Central Bank of Nigeria Act, 2007.
3 h t t p s : / / n a i r a m e t r i c s . c o m / 2 0 2 0 / 0 7 / 1 4 / c b n - g i v e s - b a n k s - a p p r o v -
al-to-debit-bank-accounts-of-chronic-loan-defaulters-starting-august-1/
4        https://www.theglobaleconomy.com/Nigeria/nonperforming_loans/.  
5   World Bank: VBank Non-Performing loans to total gross loss(%). Retrieved from https://data.worldbank.org/indi-
cator/FB.AST.NPER.ZS. 
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2.0 REVIEW OF EFFECT AND FUNCTIONALITY  

The effect of GSI can be properly addressed from the following areas: 
a. Types of accounts 
b. Recoverable funds 
c. Institutions 
d. Responsibility of the various stakeholders 
e. Procedure 
f. Penalties 

2.1 TYPES OF ACCOUNTS 

2.1.1 The functionality of GSI is limited to five categories of account which 
are: Individual Savings, Individual Current, Individual Domiciliary Accounts, 
Investment/Deposit Accounts (Naira & Foreign Currency), and Electronic 
Wallets6 . Noteworthy, it also applies to Joint accounts. 

2.1.2 Two major issues arise from the above categorization: Firstly, there is a 
need to determine whether a GSI Trigger can be activated on a joint 
account, whose owners are not collective defaulters of a particular loan. For 
instance,  Sola Apere & Fatima Bitrus operates a joint account with Egwu 
Banks Plc. Due to the unprecedented COVID-19 pandemic, Sola Apere 
defaulted on a loan he took from Eko Development Bank Ltd for his textile 
business. Series of reminder and demand notices have been served on 
Sola Apere but still unable to settle the loan. As last resort,  should Eko 
Development Bank Ltd have a legal justification to deduct the moned 
owed by Mr. Sola Bitrus from the Joint account with Egwu Banks despite 
the fact that Mrs. Fatima Bitrus is not privy to the transaction between the 
Development Bank and Sola. The right approach to be adopted lies in the 
judicial interpretation entrenched in the locus classicus case of Plunkett 
v. Barclays Bank Ltd7 that a joint account can not be garnished for the 
settlement of debt incurred by an individual holder of the account. Simi-
larly, it would result in grave injustice where an individual holder who has 
executed the GSI Mandate binds a co-holder of a joint account to debts 
incurred personally.

2.1.3 The second issue worthy of identification is the application of 
GSI to electronic wallets, such as Fluttterwave, GTPay, Interswitch 
Webpay, etc. The inclusion of electronic wallets raises the discussion 
on whether funds in certain electronic wallets which cannot be cate-
gorised as Participating Financial Institutions (PFIs)8 under the 
Guidelines are recoverable in event of default of the holder of the 
electronic wallet. A wholisitc reading of  the Guidelines show that 
there is no intention for non-PFIs to be obliged to remit funds or 
perform an Account Status Enquiry, this can be gleamed from the 
limitation of penalties to PFIs and not to all financial institutions in 
the country.
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6    Guideline 2 of the CBN Guidelines on GSI for Individuals.. 
7    (1936) 2 KB 107
8  The Guidelines define PFIs as “All  CBN-licensed  Financial  Institutions  that  are  connected  to NIBSS Instant 
Payment (NIP) platform”.
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2.1.4 A legal issue which the electronic wallet companies may face is the 
lack of contractual obligation enabling the transfer of funds from the wallet. 
Banks and other PFIs recognised under the guidelines are exempted from 
this issue as a mandate is to be executed between the debtor and the lend-
ing institution. However, this may be resolved by the inclusion in terms and 
conditions of membership the overridding powers of GSI to the individual 
rights of members. 

2.1.5    Nevertheless, the inclusion of electronic wallets in the category of 
accounts that funds may be recovered from is rather commendable other-
wise,  the exclusion of the electronic wallets would have created a system 
wherein prospective defaulters transfer their funds to electronic wallets to 
exclude the operation of the guidelines. 

2.1.6 The effect of GSI is further limited by the exclusion of unavailable 
accounts for the purposes of recovery of funds, these unavailable accounts 
include accounts restricted due to court order, Probate, Fraud, CBN Direc-
tive, etc. 

2.1.7 Commendably, the effect of GSI is not limited to the accounts of the 
individual defaulter linked to the Bank Verification Number (BVN). Where 
accounts not linked to BVN are identified, such BVN shall be watch-listed. 
The GSI does not provide that an unlinked account is beyond the scope for 
the purpose of recovery of funds. 

2.1.8 Watch list refers to the database of bank customers identified 
by their BVNs, for their involvement in confirmed fraudulent activities.9 
The importance of watch-listing the BVN not linked to the defaulter’s 
accounts would serve the vital purpose of guiding financial institutions in 
their operations and aid in the prevention of fraud. 

2.2 RECOVERABLE FUNDS

2.2.1 Recovery of funds under a GSI Mandate is limited to the out-
standing principal and accrued interest on the loan. The recovery of 
funds under GSI expressly excludes the recovery of penal charges .10

2.2.2      The limitation of funds recoverable to interest and prin-
cipal does not restrict the rights of the creditor institution to recover 
penal charges as contained in the loan agreement. Neither does a 
recourse to GSI prohibit the usage of other debt recovery strategies 
for the recovery of unrecovered funds and/or penal charges. 
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9     Paragraph 2.1 of the Exposure Draft on the Regulatory Framework For Bank Verification Number (BVN) Opera-
tions and Watch-List for the Nigerian Financial System ref. BPS/DIR/GEN/04/005
10     Introductory paragraph to the CBN Guidelines on GSI for Individuals. 
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2.3 INSTITUTIONS 

2.3.1 The application of GSI is further limited to Participating Financial Insti-
tutions (PFIs). The criteria for qualification as a PFI are: 
a. A financial institution duly licensed by the Central Bank of Nigeria.
b. Adequate IT infrastructure to meet all the connectivity and protocol 
requirements laid out by the NIBSS and CBN.
c. Provide access to customers’ Nigeria Uniform Bank Account Number 
accounts. 
d. Execute the GSI Master Agreement with NIBSS (a copy sent to CBN).11

2.3.2 In view of the rapid development of fintech companies such as 
Piggy Vest, Cowry Rise, VBank etc, it becomes pertinent to determine the 
application of GSI to the recovery of loans owed to fintech companies and 
the recovery of funds held by defaulters in the electronic wallets.
 
2.3.3 The above question requires that there must be an initial determina-
tion of whether such fintech companies are financial institutions duly 
licensed to operate by CBN. There is no ‘one answer fits all’ in the determina-
tion of the question and the answer hinges on whether a particular fintech 
company has acquired the necessary licenses for its operations.
 
2.3.4 For instance, while Cowry Rise claims to be an investment plat-
form in partnership with Meristem Trustees duly regulated by Security 
and Exchange Commission (SEC)12, VBank and Piggy Vest operate under 
licenses duly issued by CBN to VFD Microfinance Bank13 and Gold Microfi-
nance Bank respectively.14 Therefore, while CowryRise does not fall within 
the ambits of PFIs as defined under the Guidelines, PiggyVest and VBank 
will.

2.4 RESPONSIBILITY OF THE STAKE HOLDERS 

2.4.1 The five GSI stakeholders are: borrower, creditor bank, Partici-
pating Financial Institutions, Nigeria Inter-Bank Settlement System 
(NIBSS), and Central Bank of Nigeria (CBN). The stakeholders are 
charged with various responsibilities for the efficient implementation 
of GSI guidelines.

2.4.2  The successful execution of the Guidelines is directly 
linked to the performance of roles by the various stakeholders. This 
assertion may be buttressed where a GSI mandate is not executed 
by the Borrower, then there can be no recourse to the use of GSI, 
similarly, where a financial institution fails to execute the GSI Master 
Agreement with NIBSS such institution is not considered a PFI.
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11     Guideline 7 of the CBN Guidelines on GSI for Individuals.
12     https://blog.cowrywise.com/how-secure-is-cowrywise-d91dd737ec3. 
13     https://medium.com/@PiggyVest/how-safe-is-piggyvest-6b0da734bc1d. 
14     https://techcabal.com/2020/05/07/in-nigeria-a-revised-mfb-lience-could-spur-fintech-mergers-and-acquisitions/. 
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2.4.3 The borrower is charged with the execution of the GSI Mandate and 
the linking of all his qualified accounts to BVN.

2.4.4 The responsibilities of the Creditor Bank include the education of bor-
rowers on the implication of the GSI Mandate, review of the GSI mandate 
instrument, indemnifying of NIBSS, and other PFIs from all potential liabili-
ties and retention of the copies of the executed GSI mandate. 

2.4.5 The PFI has the duty of execution of GSI Mandate Agreement 
with NIBSS, maintenance of connectivity to the Nigeria Central Switch, and 
honour of all balance enquiry and debit advice received from NIBSS for GSI 
Trigger in accordance with the agreement.

2.4.6 NIBSS is responsible for the execution of the Master GSI agree-
ment between PFIs, administration of the back-end of the GSI services, and 
submission of periodic reports to CBN. 

2.4.7 The role of CBN is to ensure the uninterrupted availability of the Credit 
Risk Management System (CRMS) platform and connectivity to NIBSS plat-
form.

2.5 PROCEDURE 

2.5.1 GSI is expected to serve as a last resort by a creditor bank, with-
out recourse to the borrower, to recover past-due obligations (Principal 
and Accrued Interest only, excluding any Penal Charges) from a default-
ing borrower through a direct set-off from deposits/investments held in 
the borrower’s qualifying bank accounts with participating financial insti-
tutions.15

2.5.2 A borrower is to execute a GSI mandate (digital or written form) 
and where such customer defaults on the loan granted, there is an acti-
vation of a GSI trigger which is an electronic instruction from a Creditor 
bank to initiate a GSI Transaction (upon default by the borrower) sub-
ject to the provisions of the CBN Prudential Guidelines. 

2.5.3 This instruction is executed by NIBSS who is to recover the loans 
from the defaulter’s balance in any account within the bank. In the 
event the balance does not suffice, NIBSS proceeds to recover the 
funds in individual’s accounts deposited in other banks and finan-
cial institutions. 
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15     Introductory paragraph to the CBN Guidelines on GSI for Individuals.
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2.6.2 These penalties include:
a. A fine of N500,000.00 (Five Hundred Thousand Naira) or N10 million16 
for the wrongful activation of GSI.17
b. A fine to the tune of the amount in a ‘shielded’ eligible account shall be 
imposed on a Participating Financial Institution (PFI) for the incorrect place-
ment of a CBN approved restriction on an eligible account in order to shield 
it from the GSI Trigger.18
c. A fine of N100,000.00 (One Hundred Thousand Naira) and an addition-
al fine of the equivalent balance of the shielded account irrespective of the 
Trigger Amount on a PFI for the failure to grant the GSI permission to debit 
an eligible account. 19

2.6.3    The stringent penalties would likely result in the following out-
comes: 
a. The reluctant usage of GSI by Creditor Banks which might involve its 
use in recovery of high amount of debts: This is a less likely possibility as the 
benefits of the usage of GSI far outweigh the disadvantages. 
b. The implementation of internal policies to avoid errors: Here, the Credi-
tor Bank would create policies and safeguards to prevent any misuse of GSI. 

3.0 BEYOND THE SCOPE OF GSI FOR INDIVIDUALS 

3.1 Notably, the CBN guidelines on GSI in existence applies strictly to indi-
vidual debtors. 

3.2       Prior to the release of the GSI, CBN issued a letter to all banks direct-
ing the inclusion in all offer letters for loan a clause as follows: 

“In the event that I fail to repay the loan as agreed, and the loan 
becomes delinquent, the bank shall have the right to report the delin-
quent loan to the CBN through the Credit Risk management System 
(CRMS) or by any other means, and request the CBN exercise its regula-
tory power to direct all banks and other financial institutions under its 
regulatory purview to set-off my indebtedness from any money 
standing to my credit in any bank account and from any other finan-
cial assets they may be holding for my benefit.”20

The circular further provided that all loan documentations should 
contain the Bank Verification Number (BVN) of the obligor for indi-
vidual loans and that of the directors of the company and its Tax 
Identification Number for corporate loans for ease of identification. 
Also, where personal guarantees are provided, the BVN of the guar-
antor in respect of individual or corporate loan should equally be 
provided. 
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16   The fine is dependent on the procedure utilised. 
17    Guideline 6.1 of the CBN Guidelines on GSI for Individuals. 
18    Guideline 6.2 of the CBN Guidelines on GSI for Individuals.
19    Guideline 6. of the CBN Guidelines on GSI for Individuals.
20   New Offer Letter Clause for Credit Facilities August 26,2019. Ref. BSD/DIR/GEN/LAB/12/054 

6



3.3 Notably, the circular is directed to all banks and does not attempt to 
impose the mandatory requirements on other financial institutions. This 
implies that while the clause is a mandatory requirement in loan contracts 
entered into by banks, it is not so for other financial institutions. Interestingly, 
the clause enables CBN to recover funds of the debtor in other financial 
institutions. 

3.4 Also, the circular on the loan clause may be distinguished from the GSI 
guidelines as GSI is limited to recovery of funds owed by individuals, while 
the clause to be inserted in loan agreements pursuant to the August 26 
circular enables recovery of funds irrespective of the debtor being a corpo-
rate body or individual. 

3.5 The combined interpretation of the compulsory loan clause require-
ment and the GSI is that where there are individual debtors in the event of 
a default, funds may be recovered from other accounts of the debtor for the 
repayment of the principal sum and the interest. Also, where the debtors 
are not individuals but the compulsory loan clause was inserted, funds may 
also be recovered from the other accounts of the debtor for the repayment 
of the loan. 

3.6 An analysis of the effect of GSI can also be discussed in collaboration 
with the increment by CBN of the Loan to Deposit Ratio (LDR) from 55% to 
65%21 in 2019. The combined approach of the GSI and Increased LDR is 
more effective as it would result in increased access to loans and a reduc-
tion of NPL ratio as opposed to a higher NPL ration which often accompa-
nies an increased LDR.

4.0 LEGALITY OF CBN GSI GUIDELINES 

4.1 THE USURPATION OF JUDICIAL POWERS OF THE COURT BY CBN

4.1.1 The judicial powers of court as contained in sections 6(6b), 251 & 
272 of the 1999 Constitution of the Federal Republic of Nigeria may be 
threatened by the activation of a GSI Mandate.  

4.1.2 On the one hand, the activation of a GSI Mandate can be argued 
to be an usurpation of the powers of the court to determine the civil 
rights and liabilities of a person and determination of disputes relat-
ing to banker-customer relationship. The issue of non-payment of 
loan in accordance with a loan agreement is a civil dispute and the 
activation of GSI Mandate which allows funds in borrower’s other 
accounts to be accessed by NIBSS for the settlement of the debt 
with the Creditor bank appears to be an attempt to usurp the 
powers of the court to determine the civil rights and liabilities of 
the parties. 
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21     Circulars dated July 3, 2109 ref. BSD/DIR/GEN/MDD/01/045; September 30, 2019 ref. BSD/DIR/GEN/LAB/12/049; 
and January 7, 2020 ref. BSD/DIR/GEN/ LAB/12/070.
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4.1.3 A better understanding of the above line of argument can be garnered 
from the attitude of the court to jealously safeguard the powers of the court 
which is reflected in the case of Fidelity Bank Plc V. Bayuja Ventures Ltd. & 
Anor. (2011) JELR 33410 (CA) that no bank is permitted to freeze an account 
without an order of court. The limitiation was extended in the case of Guar-
anty Trust Bank v. Adedamola (2019) 5 NWLR @ PG 30  to  exclude Eco-
nomic and Financial Crimes Commission (EFCC) from exercising the power 
as it was stated: 

“The Economic and Financial Crimes Commission has no powers to give 
direct instructions to Bank to freeze the Account of a Customer, without 
an order of Court, so doing constitutes a flagrant disregard and violation 
of the rights of a Customer”

4.1.4 In view of the above, it is extremely unlikely that the courts would 
uphold the transfer of funds from one account to another for the settle-
ment of a debt without an order of court as stipulated under the GSI Guide-
lines. 

4.1.5 The situation is further worsened by the absence of contractual obliga-
tion between the Borrower and the other bank accounts of the Borrower to 
justify the transfer of funds from those accounts for the settlement of the 
loan owed the Creditor Bank. This will certainly expose the other banks to 
a floodgate of litigation for breach of confidential information and unau-
thorised deduction of funds

4.1.6 It can also be argued that the non payment of a loan is a breach 
of a contractual terms which can be determined in accordance with the 
provisions of the loan agreement. Therein, the execution of the GSI Man-
date by the borrower suffices for the activation without the recourse to 
the courts. This line of thought is further buttressed by the fact that insur-
ance clauses, indemnity, guarantee clauses can be resorted to (with no 
recourse to courts) as a result of the obligation arising from contracts 
without being deemed to be an usurpation of the judicial powers of 
the courts. 

4.1.7 The activation of a GSI Mandate can further be seen as the provi-
sion of an additional security by the borrower which is exercisable by 
the lender in the event of non-fulfilment of the terms of the loan 
agreement. Moreover, the Guidelines do not limit the exercise of the 
borrower’s rights to access courts for the determination of rights 
and liabilities arising from the activation/ prior to the activation of 
GSI Mandate. 

N
E

W
SL

E
TT

E
R

8



4.1.8 The side of the arguments to be favoured by the court can only be 
known upon the actual interpretation on the GSI Guidelines by the courts of 
law. However, in light of the constant attitude of the court to jealously safe-
guard its judicial powers, it is more likely that the courts would uphold the 
position that the activation of a GSI Mandate is an attempt to usurp the judi-
cal powers of the court. 

4.2 POWERS OF CBN TO REGULATE INDIVIDUAL TRANSACTIONS 

4.2.1    By virtue of CBN Establishment Act (CBN Act) and the Bank and 
Other Financial Institutions Act, Cap. B3, Laws of the Federation of Nigeria, 
2004 (BOFIA), CBN is empowered to egulatefinancial institutions in Nige-
ria. The powers of regulation as vested on CBN can not be extended to 
include the control and/or regulation of contractual relationships between 
a person and its bank, by making mandatory provisions for a person to exe-
cute a GSI mandate.22 

4.2.2 The established principle of law is that loans are purely civil contractual 
transactions in the case of Incorporated Trustees of Diamond Bank Plc 
&Anor v Ogbonna Leonard Irechukwu & Ors(2018) LPELR-44866(CA), it 
can thus be implied that as a purely civil contractual transaction, loan 
agreements are not within the control of CBN. 

5.0 CONCLUSION

5.1   The underlining intentions of the CBN to drastically reduce the rates 
of non-performing loans in Nigeria is commendable. However, the legal 
implication of this Guideline amongst other concerns as expressed in this 
article must be reevaluated and considered to pre-empt a judicial annul-
ment by a competent court of court.
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22    GSI Directives: Did the CBN Get it Right? 21st July 2020 This Day retrieved from 
https://www.thisdaylive.com/index.php/2020/07/21/gsi-directives-did-the-cbn-get-it-right/
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