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In “Internship Program” course Students have to prepare an Internship Report at the end of the semester. This report based on activities of the General Banking system in Bangladesh. The report is prepared on “Credit operations and Evaluation of Dutch Bangla Bank Ltd”.
I try to highlight the Credit operation and Evaluation at Dutch-Bangla Bank, Comilla Branch and also the activities of Dutch- Bangla Bank Limited. I try my best to highlight every activities of different department that I learn during the preparation of my report. But there is some limitation to collect the brief information about each and every department. Here I show the history and background of DBBL their different division and the activities. By preparing the report I saw there are some limitations. At last I try my best to make the report more effective, and thanks to almighty God who create me and gives us sound mind and health, and to my parents who gave birth to me and always inspire me.
 I try my best to highlight every activities of different department that I learn during the preparation of my report. But there is some limitation to collect the brief information about each and every department. Here I show the history and background of DBBL .All kinds of Deposits like Saving, Current, Short Term Deposits, Fixed Deposits, Certificate of Deposits are accepted from resident and non-resident customers can deposit their money in Foreign currency Account both in convertible and non-convertible account, including online banking. Online banking are greatly emphasized and we can call all these of the "Heart" of the bank because they are the major source of the Bank's Operating System & the performance of the credit operation system.
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The Second part of my report is about overview of DBBL, Organizational profile, Departments of DBBL.

The Third part of my report is about overall Analysis of credit operations of DBBL.

The final part of my report is about  Evaluation of DBBL according to the findings.
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1. Introduction

▼
1.1 Background of the study

1.2 Origin of the study

1.3 Objective of the study

1.4 Methodology of the study

1.5 Limitations of the study

1. Introduction
Banking system plays a very important role in the economic life of the nation. The health of the economy is closely related to the soundness of its banking system. In a developing country like Bangladesh the banking system as a whole play a vital role in the progress of economic development. A bank as a matter of fact is just like a heart in the economic structure and the Capital provided by it is like blood in it. As long as blood is in circulation the organs will remain Sound and healthy. If the blood is not supplied to any organ then that part would become useless. So if the finance is not provided to agriculture sector or industrial sector, it will be destroyed Loan facility provided by banks works as an incentive to the producer to increase the production.

Banking is now an essential part of our economic system. Modern trade and commerce would almost be impossible without the availability of suitable banking services. First of all, banking promotes savings. All manner of people, from the ordinary laborers and workers to the rich land owners and businessmen, can keep their money safely in banks and saving centers.

Secondly, banking promotes investments. Banks easily invest the money they get in industry, agriculture and trade. They either invest it directly or advance loans to other investors. 

Thirdly, it is most through banks that foreign trade is carried on. Whether we export or import, it is through banks that money is transferred from one country to another. For example, bills of exchange and letters of credit are the regular ways banks use to transfer money.  A number of recent studies, however, indicate that the banking sector plays a more important role than it was believed earlier.

Dutch-Bangla Bank Limited (the Bank) is a scheduled commercial bank. The Bank was established under the Bank Companies Act 1991 and incorporated as a public limited company under the Companies Act 1994 in Bangladesh with the primary objective to carry on all kinds of banking business in Bangladesh. The Bank is listed with Dhaka Stock Exchange Limited and Chittagong Stock Exchange Limited. DBBL- a Bangladesh European private joint venture scheduled commercial bank commenced formal operation from June3, 1996. 

DBBL is most widely recognized for its donations to social causes and its IT investment (largest ATM network). However it has recently stated that it will stop expansion on its ATM network as the current numbers have exceeded demand and hence diminishing returns (if any). Although it is widely believed it is a loss-making/subsidized unit which DBBL rationalizes as quasi CSR. The bank is often colloquially referred to as "DBBL", "Dutch Bangla" and "Dutch Bangla Bank".

1.1 Background of the study

All over the world the dimension of Banking has been changing rapidly due to deregulation, technological innovation and globalization. Banking in Bangladesh has to keep pace with the global change. Now, Banks must compete in the market place both with local institution as well as foreign ones.  To survive and thrive in such a competitive banking world, two important requirements are: Development of appropriate financial infrastructure by the central bank and Development of ‘professionalism’ in the sense of developing an appropriate manpower structure and its expertise and experience. 

To produce skilled Banker, only theoretical knowledge in the field of banking studies is not sufficient. An academic course of the study has a great value when it has practical application in real life situation. So, I need proper application of my knowledge to get some benefit from my theoretical knowledge to make it more tactful. When I engage myself in such fields to make proper use of my theoretical knowledge in my practical life situation such an application is made possible through internship. When theoretical knowledge is obtained from a course of study at only the half way of the subject matter Internship implies on other the full application of the methods and procedures through rich acquired of subject matter can be forcefully applied in my day to day life situation. Such a procedure of practical application is known as internship.

To relate the theoretical knowledge with the practice we the student of BBA were assigned in the practical orientation in bank. During my learner period, I was attached with Dutch-Bangla Bank Ltd, Comilla Branch located in Chwak Bazar. The Officer of this Branch help me to perform practical jobs in different department at different desk which help me to gather some practical knowledge for various banking functions and completed this report.

1.2 Objectives of the study

The specific objectives of the study are as follows:

● To present an overview of Dutch-Bangla Bank LTD.
● To know the General Banking practices.

● To observe banker-customer relationship

● To understand the role of banks in Loans and Advances.

●  To appraise the Credit operation Evaluation of Dutch-Bangla Bank LTD.

● To recommend remedial measures for the development of Dutch-Bangla Bank LTD.

● To present performance Evaluation of Dutch-Bangla Bank LTD.
1.3. Methodology of the study

The study requires a systematic procedure from selection of the topic to final report preparation. This overall process of methodology is given in the flowchart below:

              
[image: image2]
Data Collection Procedure

Information collected to furnish this report is both from primary and secondary sources.

 The primary sources are:

· Practical desk work

· Face to face conversation with the officers 
· Face to face conversation with the clients

· Relevant file study as provided by the concerned officer

 The secondary sources are:

· Different circulars issued by the Head office of Dutch-Bangla bank ltd.

· Different ‘procedure manual’, published by Annual reports (2009 & 2010) of DBBL.

· Publications collected from different libraries and from internet.

· Unpublished data received from the Comilla Branch.

· Different text books.

1.4 Limitations of the study
· The main constraint of the study was insufficiency of information which is highly required for the study.

· Such a study was carried out by me for the first time. So, in-experience is one of the main factors that constituted the limitation of the study.

The duration of our orientation was not enough to cover all aspects of banking for this reason it is too difficult to cover all functions of the different desk to make understandable.
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2. Literature Review

3. A brief idea about DBBL

4. Organizational Profile of DBBL

         A. Mission

         B. Vision

         C. Core Objectives

  4.1 Strategies of DBBL 

  4.2 Goals of DBBL

  4.3 Business objective of DBBL 

  4.4 Management Aspect of DBBL

  4.5 Executive committee of DBBL

  4.6 Banking Product of DBBL

2. Literature Review

With respect to the Performances of Bangladeshi Commercial Banking sector, foreign and national experts undertook number of studies. Some of the notable ones are; Bhattacharya (2007), Chowdhury and Islam (2007), Jahangir, Shill and Haque (2007), Chowdhury (2002), Siddique and Islam (2001), Al-Shamrnari and Salirni (1998), Avkiran (1997), Bhatt & Ghosh (1992), Hossain & Bhuiyan (1990), Swamy & Vasudevan (1985), Ahmed & Jamsheduzzaman (1985) Bhattacharya (2007) pointed out that six major recent policy measures include: reduction of bank rate and lending rate, linking classified loans to large loan sanctioning; rationalization and merger of bank branches, measures for loan recovery, and demarcation of responsibilities between the management and the board and decision on cash reserve ratio.

 Chowdhury and Islam (2007) stated that deposits and loan advances of Nationalized Commercial Banks (NCBs) are less sensitive to interest changes than those of Specialized Banks (SBs). So SBs should not make abrupt change in lending or deposit rates by following the NCBs. If NCBs change their lending or deposit rates, their deposits or loans and advances will be affected less than those of SBs. Moreover, deposits of NCBs have higher volume and higher volatility than those of SBs. 

On the other hand, loans advances of NCBs show a higher volume and higher volatility than those of SBs. However, SBs offer higher deposit rates and charge higher lending rates than NCBs. That is why the interest rate spread of SBs was higher than that of NCBs. Jahangir, Shill and Haque (2007) stated that the traditional measure of profitability through stockholder’s equity is quite different in banking industry from any other sector of business, where loan-to-deposit ratio works as a very good indicator of banks' profitability as it depicts the status of asset-liability management of banks. But banks' risk is not only associated with this asset liability management but also related to growth opportunity. Smooth growth ensures higher future returns to holders and there lies the profitability which means not only current profits but future returns as well.

So, market size and market concentration index along with return to equity and loan-to-deposit ratio grab the attention of analyzing the banks’ profitability.

Chowdhury (2002) observed that the banking industry of Bangladesh is a mixed one comprising nationalized, private and foreign commercial banks. Many efforts have been made to explain the performance of these banks. Understanding the performance of banks requires knowledge about the profitability and the relationships between variables like market Size, bank's risk and bank's market size with profitability. Indeed, the performance evaluation of commercial banks is especially important today because of the fierce competition. The banking industry is experiencing major transition for the last two decades. It is becoming imperative for banks to endure the pressure arising from both internal and external factors and prove to be profitable. 

Siddique and Islam (2001) pointed out that the Commercial Banks, as a whole, are performing well and contributing to the economic development of the country. The average profitability of all Bangladeshi banks collectively was 0.09% during 1980 to 1995 which means that a profit of TK 0.09 was earned by utilizing assets of TK 100. In every aspect of profit, banking sector contributes the national economy as well as to the individual organization. Despite overall growth of the banking sector being positive, the performances of different categories of banks were not equally attractive.

According to Al-Shamrnari and Salirni (1998) profitability ratio especially return on equity (ROE) signals the earning capability of the organization. They also suggest that higher return on equity (ROE) ratio is appreciable as it is the primary indicator of bank's profitability and functional efficiency.

Avkiran (1997) stated that the details the process whereby multivariate interdisciplinary measures of potential to perform are integrated with performance measures to develop models of retail performance for bank branches. The predictive models use the key business drivers of a major trading bank as dependent variables. Independent variables explaining business drivers are the theorized potential variables that measure the capacity to generate retail business.

The models allow a comparison between the predicted and actual levels of key business diverts, thus measuring unrealized performance. Findings can assist decision making during restructuring, branch closures or downsizing. The variables presented should be regarded as examples rather than universally accepted measures of branch performance.

Bhatt & Ghosh (1992), observed that the profitability of commercial banks depend on several factors some of them are endogenous and some exogenous. The endogenous factors represent control of expenditure, expansion of banking business, timely recovery of loans and productivity. The exogenous factors consist of direct investments such as SLR (Statutory Liquidity Ratio), CRR (Cash Reserve Ratio) and directed credit programs such as region wise, population wise guidelines on lending to priority sectors. The regulated and restricted regime in the operation of banking system in terms of investment, credit allocation, branch expansion, interest rate determination and internal management eroded the productivity and profitability of commercial banks. Hossain and Bhuiyan (1990) stated that there is no universally accepted operational definition of performance measures. In broad sense performance level of an enterprise can be measured by the extent of its organizational effectiveness.

 In the context of services rendered towards public the performance of an organization can be 2 viewed as ‘the extent to which its work is carried out within established specifications for goods and services produced, to the general satisfaction of the clientele served, within given cost and time constraints, and in such a manner as to support or contribute to the achievement of the organization objectives.

In measuring performance level of a bank Swamy and Vasudevan (1985) used per employee, deposits, advances, profits, etc.

3. A Brief Idea about DBBL
History of DBBL:
Dutch-Bangla Bank Limited a Bangladeshi-European joint venture scheduled bank with equity participation from the Netherlands Development Finance Company. It started banking operations in Bangladesh on 3 June 1996. The authorized and paid up capital of the bank is Tk 400 million and Tk 180 million respectively. The paid up capital represents the face value of 1.8 million ordinary shares of Tk 100 each and is fully paid by the sponsors. The equity of the bank was Tk 244.96 million in 1999 and its reserve fund was Tk 22.54 million in 2000. 

The bank conducts all types of commercial banking activities including customer services related to local and foreign remittances but its core business is trade financing. It also extends short and medium-term loans to industrial undertakings on a limited scale. Innovative products on credit and deposit scheme introduced by the bank are commission free remittance, the 'Money Plant' scheme, monthly term deposits, and small credit facilities for shop owners, small-scale taxi cab loans, small-scale transport loans and consumer credit. Foreign Exchange business dealt by the bank was equivalent to Tk 5,817 million in 1999 and the transactions included export servicing (Tk 1,177 million), import financing (Tk 4,413 million), and remittance services (Tk 227 million). The bank has correspondent relationships with 17 foreign banks.

In addition to its banking activities, Dutch-Bangla Bank Limited takes part in different national activities promoting sports, culture, social awareness, etc. Participation in these activities as sponsors is part of its business development policy. 

An 8-member board of directors comprising a chairman and four representatives from local sponsors and three representatives from the Netherlands Development Finance Company oversees the management of the bank. The managing director is appointed by the board with the approval of Bangladesh bank. He runs the bank's day-to-day business with the assistance of its 248 other employees working in various grades. In December 2000, the bank had 9 branches in different towns of Bangladesh.

As on 31 December 2009, total deposits mobilized by the bank amounted to Tk 6,073.3 million and total loans and advances stood at Tk 4,588.1 million was disbursed mainly to small and medium sized enterprises. On that date, its classified loan was Tk 33 million (0.72% of total). In 2000, the bank's investment was Tk 842.31 million, which comprised Tk 710 million in treasury bills, Tk 1.15 million in shares and securities, Tk 30 million in debentures of Investment Corporation of Bangladesh (ICB) and Tk 100 million in other government securities. On the other hand, the bank borrowed Tk 90 million in 2000 from the inter-bank call market. Total assets of the bank in that year were valued at Tk 7,000 million and its off-balance sheet activities accounted for Tk 3,362 million. During 2000, the gross income of the bank was Tk 766.6 million against gross expenditure of Tk 523.5 million, resulting in an operating profit of Tk 243.1 million and a net profit of Tk 86.6 million. Return on equity of the bank in 1999 was 13.77%.

4. 
Organizational Profile

Dutch-Bangla Bank Limited (DBBL) is Bangladesh’s most innovative and technologically advanced bank. DBBL stands to give the most innovative and affordable banking products to Bangladesh. Amongst banks, DBBL is the largest donor in to social causes in Bangladesh. It stands as one of the largest private donors involved in improving the country. DBBL is proud to be associated with helping Bangladesh as well as being a leader in the country's banking sector.
A.  Mission: 
Dutch-Bangla Bank engineers enterprise and creativity in business and industry with a commitment to social responsibility. "Profits alone" do not hold a central focus in the Bank's operation; because "man does not live by bread and butter alone".
B. Vision: 

Dutch-Bangla Bank dreams of better Bangladesh, where arts and letters, sports and athletics, music and entertainment, science and education, health and hygiene, clean and pollution free environment and above all a society based on morality and ethics make all our lives worth living. DBBL's essence and ethos rest on a cosmos of creativity and the marvel-magic of a charmed life that abounds with spirit of life and adventures that contributes towards human development.

C. Core Objectives:

Dutch-Bangla Bank believes in its uncompromising commitment to fulfill its customer needs and satisfaction and to become their first choice in banking. Taking cue from its pool esteemed clientele, Dutch-Bangla Bank intends to pave the way for a new era in banking that upholds and epitomizes its vaunted marquees "Your Trusted Partner"

Dutch-Bangla Bank is the first bank in Bangladesh to be fully automated and introduce Electronic Banking. The automation was completed in 2003, but further additions and features are continuously being added and upgraded. DBBL has adopted the same exact automation solution used my many international banking giants. Although this was significantly more expensive than other solutions, it is a small price to pay for a client's peace of mind.

4.1 Strategies of the Bank

The major strategies of the bank are outlined below:

· Synchronized and steady growth of the bank

· Utilizing all available resources to develop various plans, policies and procedures in each of the objective and goal areas.

· Implementation of the plans, policies and procedures.

· Draw upon the connections, advice, etc. of the foreign partners.

· Utilize a team of professional employees.

· Search for a total customized solution of  I.T. for the purpose of full automation step by step.

4.2 Goals of the Bank

To develop

· a realistic deposit mobilization plan

· an appropriate lending risk assessment system

· capital plan

· a system to make good advances

· a recruitment, compensation, training and orientation plan

· a plan for offering better customer services

· appropriate management structure, system, procedures and approaches

· Scientific MIS to monitor Bank’s activities.

4.3 Business Objectives of the Bank
· build up a low cost fund base

· make sound loans and investments

· meet capital adequacy requirement at all the time

· ensure 100% recovery of all advances

· ensure a satisfied work force

· Focus on fee-based income

· Adopt appropriate management technology

· Install a scientific MIS to monitor bank’s activities 

4.4 
Management Aspect

Board of Directors is the sole authority to take decision about the affairs of the business. Now there are 7 directors. All the directors have good academic background and have huge experience in business. Mr. Shahabuddin Ahmed is the founder Chairman of the bank. Present Chairman is Mr. Zahid Hossain khan. The board of Directors holds meetings on a regular basis.
4.5.1 Executive Committee: 

The Executive Committee consists of the members of the Board of Directors. This committee exercises the power as delegated by the Board from time to time and approves all matters beyond the delegation of Management.
4.5.2  Management Committee: 

The Management Committee consists of the Managing Directors and Head Office Executives. They discuss about the progress on portfolio functions. Different ideas and decisions, guidelines regarding deposits, lending and management of Human and Material resources are the main concern of this committee.

All these committees meet on a regular basis for discussing various issues and proposals submitted for decisions. 

Management hierarchy of Dutch-Bangla Bank Limited:

	1. Managing Director

	2. Deputy Managing Director

	3. Senior Executive Vice President

	4. Executive Vice President

	5. Senior Vice President

	6. First Vice President

	7. Vice President

	8. Senior Assistant Vice President

	9.   First Assistant Vice President

	10. Assistant Vice President

	11. Senior Executive Officer

	12. Executive Officer

	13. Senior Officer

	14. Officer

	15. Assistant Officer

	16. Trainee Officer


4.7 
Banking Products:


 4.7.1 
Deposit:




 
4.7.2 Term Deposit:


→ Savings Deposit Account



→Monthly Term Deposit

→ Current Deposit Account


→Term Deposit 3 Months

→ Short Term Deposit Account


→Term Deposit 6 Months

→ Resident Foreign Currency Deposit

→Term Deposit 12 Months


→ Foreign Currency Deposit


→Term Deposit 24 Months

→ Convertible Taka Account


→Term Deposit 36 Months

→ Non-Convertible Taka Account



→ Exporter's FC Deposit (FBPAR)

                                    
→ DBBL Deposit Plus Scheme (DPS)


→ DBBL Bochore Dergun Scheme (BDS)
→ DBBL Children Education Savings Scheme (CHESS)
→ DBBL Pension plus (PP)
→ DBBL Pension Benefit Scheme (PBS)

4.7.3 Loan & Advances:
→ Loan  against. Trust Receipt

→ Transport Loan

→ Consumer Credit Scheme

→ Real Estate Loan (Res. & Comm.)

→ Loan Against. Accepted Bill

→ Industrial Term Loan

→ Agricultural Term Loan

→ Lease Finance

→ Other Term Loan

→ Life Line (a complete series of personnel credit facility)

→ FMO Local currency Loan for SME

→ FMO Foreign currency Loan

→ Cash Credit (Hypothecation)

→ Small Shop Financing Scheme

→Overdraft

Types of Loan & Advances products: 

Corporate Banking Product:
→ Project Finance
→ Working Capital Finance 
→Syndications & Structured Finance

→Trade Finance

→Social & Environmental Infrastructure Finance

SME Banking Product:
→Smart SME term loan

→ Smart SME Small Shop

→ Smart SME Cash Credit
Retail Banking Product:

Life-line Products (Un-Secured): 

→ Credit Facility from Debit Card

→ Clean Credit Products
Secured Credit Products:

→ Auto Line

→ Home line
Letter of Credit-trade Business:

→ Import Finance

→ Export Finance
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5. Departments of DBBL

    5.1 Customers Service Division

    5.2 Card Division

    5.3 Clearing & collection section

    5.4 Retail Division 

    5.5 Cash section 

    5.6 Deposit section 

    5.7 Dispatch Section 

    5.8 Personal & Establishment Section 

5.    Departments of DBBL

Dutch-Bangla Bank ltd Comilla Branch is non AD Branch, so in this branch occurs general banking. The General Banking Department does the most important and basic works of the banks .All other department are linked with this department. It also plays a vital role in deposit mobilization of the branch. For proper functioning and excellent customer service this department is divided into various sections namely as follows:

5.1    Customer service division:

This section deals with opening of different types of accounts. It is also deals with issuing of check book and different deposits book to the different accounts opener. A customer can open different types of accounts through this department such as:

· Current account

· Saving bank deposit account

· Fixed deposits account

· Monthly saving scheme

· Special deposits scheme

5.1.1
Requirements of opening an accounts
There are some requirements have to be completed for opening an account .
5.1.2 Current Account

Current account is an account where numerous transactions can be made by the accounts holders within a working day. There is no restriction on the number and the amount of withdrawals from the current account within availability of funds.

As the banker is under this obligation to re pay this deposit on demand. NO interest is paid in this A/C. Generally, current account is opened for businessmen and traders for easy transaction. But a person can open CD A/C for special purpose. Requirements for the different types of accounts holder are discussed below:

5.1.3 Proprietorship Firm

There is a different account opening form for proprietorship firm provided by the Dutch -Bangla Bank Ltd., Comilla Branch; Requirements of opening CD A/C for proprietorship are mentioned below:

· Trade license

· Seal of the firm 

· Attested photograph (2 copies)
· National ID Card
5.1.4 Partnership Firm

There is a different account opening form for partnership firm. Instruction for running an account is given in this form documents required to open these types of account as follows:

· Attested Photographs (2 copies) of those who will operate the account.

· Partnership deed.

· Resolution of the firm regarding account opening should be given.

· Trade license.

For opening every types of account a signature card and different register for different types of account is maintained in the bank. An account number is given in each account and the description of the account is entered in the computer.

5.1.5 
Limited Company

A separate account opening form is used for limited company. The banks always take precautions for opening account these types of customer. Several documents are submitted by them which should be checked carefully by the bank to be legally in a safe position. Requirements to open an account as follows:

· Memorandum of association 

· Article of association.

· Attested photographs (two copies each) of those who will operate the account.

· Letter of commencement (for public ltd co.)

· Letter of incorporation.

· List of the directors and their number of share and status.

· Registration: the company must be registered and certificate related to this issue is obtained from the registered office of Joint Stock Company.

· Resolution: specimen of resolution to be passed by a limited company for opening an account with the bank. 

5.1.6 Saving Bank Deposits Account

SB account is meant for the people of the lower and middle classes who wish to save part of their incomes to meet their future needs and intended to earn to an income form their savings. Therefore, the banks impose certain restriction on the savings bank account also offer reasonable rate of interest. The cash reserve maintained by the bank against these deposits is comparatively smaller than current account.

5.1.7 Restrictions on SB account

The saving bank deposits are subject to the following restrictions regarding withdrawals:

· The number of withdrawals over a period of time of time is limited. Three withdrawals per week are permitted .but more then that no interest will be paid on rest amount for that month.

· The total amount of one or more withdrawals of any date should not exceed 25% of the balance in the account unless 7days advance notice is given.

5.1.8 Fixed Deposit Account

These are deposits which are made with the bank for a fixed period specified in advance. The banks do not maintain cash reserves against these deposits and therefore. The bank offers higher rates of interest on such deposits. These deposits generally constitute 50% or more of the total deposits. Usually customers are allowed to open this A/C for a certain period. The rate of interest varies in accordance with the terms of the deposit. 

The amount of FDR is payable once at a time. After the term of which the A/C was opened the FDR gets its maturity. The claim is then fulfilled by paying the principle amount plus interest and bank deduct the Income tax on interest amount.

5.1.9 Opening of FDR

There is prescribed form for opening FDR. No introducer is required for opening this A/C. A minimum amounts as determined by the H.O. is required to open such A/C.

5.1.10 Dormant Account

Accounts in which no operation either deposit or withdrawal takes place for period of one year should be treated as Dormant Account. Such account should be transferred to a separate Auxiliary ledger called “Dormant Account Ledger”. As a measure of precautions against a fraud the specimen signature cards of all the dormant accounts should be also be removed from the box of active account signature cards and kept in a separate signature card box. The first withdrawal from such account should be allowed with closing and other incidental charges and surrender the unused check leaves. The account should be debited for the account closing charges etc. and unused check leaves should destroyed by the authorized officer of the bank. In case of Joint A/C the application for closing the account should be signed by the entire Joint A/C holder. 

5.1.11
Procedures of Closing Account

A customer may close out his account any time by submitting an application to the branch. The customer should be asked to draw the final check for the amount standing to the credit of his account less the amount of closing another incidental charge and surrender the unused cheque leaves or the customer will pay through pay order. The account should be debited for the account closing charge etc. and unused cheque leaves should be destroyed by the authorized officer of the bank. In case of joint account the application for closing the account should be signed by the joint account holder.

5.2 Card division: 

Automated trailer machine (ATM)

ATM card service is the specialty of Dutch-Bangla Bank LTD. It’s the most popular service of the bank. The bank provides a huge number of ATM booths the country wide with a different types of card services such as DBBL-NEXUS Maestro card, DBBL-NEXUS VISA Electron card, DBBL-NEXUS Silver OD card & DBBL-NEXUS Gold OD card. It’s to mention here that all these cards are debit type. Here I present a complete amount of the cards   fees:

	Charges & Fees for Debit Card:

	Type of services
	Classic
	Silver
	Gold
	Maestro
	Visa Electron

	Issuance fee(1st year only)
	Free
	1000
	1500
	500
	500

	Annual Fee(2nd year onward)
	200
	1000
	2000
	500
	500

	Replacement Fee
	200
	500
	700
	500
	500

	PIN Change Fee
	200
	200
	200
	200
	200


    In ATM service a customer can punch the card 5 times in a day to draw from taka 100 up to taka 50,000 only.

ATM Locations of DBBL:   List of DBBL ATM (Area Wise)

Dutch-Bangla Bank operates the larest ATM network. DBBL clients have unlimited and free access to all DBBL ATMs nationwide. Clients of member banks (not DBBL), may be charged a transaction fee as determined by the member bank.

Now TK. 1000 note is available at DBBL ATMs. There are 3 groups of ATMs for dispensing 3 combination of notes as under:

     Group-1: Tk. 1000 & Tk. 500 notes Only
     Group-2: Tk. 1000 & Tk. 100 notes Only
     Group-3: Tk. 500 & Tk. 100 notes Only

Please consider the group and currency notes while imputing amount to withdraw.

ATM: (Total = 1367) 

	Dhaka : ( 716 ) 

	Chittagong : ( 141 ) 

	Bogra : ( 32 ) 

	Comilla : ( 12 ) 

	Cox's Bazar : ( 8 ) 

	Barisal : ( 26 ) 

	Dinajpur : ( 7 ) 

	Feni : ( 15 ) 

	Gaibandha : ( 3 ) 

	Gazipur : ( 39 ) 

	Jessore : ( 20 ) 

	Khulna : ( 38 ) 

	Kishorganj : ( 4 ) 

	Kushtia : ( 12 ) 

	Madaripur : ( 5 ) 

	Manikganj : ( 8 ) 

	Moulvibazar : ( 11 ) 

	Mymensingh : ( 20 ) 

	Narayanganj : ( 38 ) 

	Narsigndi : ( 13 ) 

	Nilphamari : ( 8 ) 

	Noakhali : ( 9 ) 

	Pabna : ( 11 ) 

	Rajshahi : ( 13 ) 

	Rangpur : ( 15 ) 

	Satkhira : ( 6 ) 

	Sirajganj : ( 5 ) 

	Sylhet : ( 101 ) 

	Tangail : ( 14 ) 

	B Baria : ( 2 ) 

	Munshiganj : ( 5 ) 

	Faridpur : ( 5 ) 

	Habiganj : ( 5 ) 


Fast Track: (Total = 71) 

	Dhaka : ( 46 ) 

	Chittagong : ( 8 ) 

	Bogra : ( 2 ) 

	Comilla : ( 1 ) 

	Barisal : ( 2 ) 

	Jessore : ( 1 ) 

	Mymensingh : ( 2 ) 

	Narayanganj : ( 1 ) 

	Sylhet : ( 8 ) 




DBBL ATM Booth                                                    
5.3 Clearing & Collection Section

For safety and security in financial transaction, people use financial instruments like DD, PO, Cheque, PS, etc. It is the duty of Commercial bank’s to collect this financial instrument on behalf of their customer. This process that the banks use is known as clearing and collection.

5.3.1 Clearing Section

If a cheque, PO, DD, PS of a bank comes from another bank within the range of the local clearing house it is sent for collection through clearing house to the respective branch. The DBBL, Comilla Branch deals with clearing house on like of all branches within the range of the local clearing house. It collects all kinds of instruments on behalf of customers and sends it to the local office of DBBL. The local office then sent it to the respective branch for collection. It also deposits all kinds of instruments to the clearing house for collection on behalf of all branches.

Essential things for clearing the instruments

There are four essential things required for clearing the instruments:

· Crossing seal

· Endorsement seal

· Clearing seal

· Signature of Authorized Officer

5.3.2 Collection Section

      The clearing and collection transactions are handled in various ways:

· Outward clearing cheque 

· Inward clearing cheque 

· OBC (Outward Bill Collection)

· LBC ( Local Bill Collection )

· IBC ( Inward Bill Collection) 

5.3.3 Clearing and Collection Process

Various types of clearing and collection processes are briefly discussed below:

5.3.3.1
Outward Clearing Instruments Handling Procedures


If any Cheques is deposited by any account holder which is not drawn on Dilkusha Branch (DB) in remittance department (Note: the cheque which is not drawn on DB and expected to be in process of collection of money from another bank can never be placed for “over the counter” (OTC) payment. This cheque must be placed by the account of DB at first, in Remittance Department with the deposit slip. In that deposit, the account number in which the collected money will be kept, the cheque number against which the collection of money from the paying banker will be happened, the name of the account-holder, the signature of the depositor etc should be stated clearly. The process of Outward Clearing Cheques starts from here. The sequence is as follows: 
· Reception of cheque by the officer and special crossing to be given on the cheque. Special crossing means the crossing in which the name of national bank, Dilkusha Branch, is stamped. 

· Register Entry to be given on the Outward Clearing Register.

· Clearing seal to be given (LBC for cheque, the money of which will be collected from the bank exists in Dhaka city or local area and OBC for the cheques, the money of which will be collected from outside the Dhaka city of local area). 

· Endorsement to be given at the back of the cheque. The language of the endorsement is like this-

· Cheque Schedule (it is the computer posting for each outward clearing cheque) should be attached with each outward clearing cheque along with the Forwarding (it is the computer posting of the sum total of all cheques drawn on a particular bank) and be sent to the clearing house with a view to be cleared.

5.3.3.2 Inward Clearing Instruments Handling Procedures

Like the outward clearing cheques, there are some cheques, which are drawn by the account holders of DB and given to other parties who are maintaining accounts with other banks. They placed the cheques on their respective bank’s branch and thereby come to the DB for collection of money. The treatments for these cheques are as follows:

· Verification of the position of the account of the account- holder to know whether the cheque can be honoured or not. 

· Register entry in the Inward Register Book.

· If there any returns then it should be marked separately.

· Sorting of various types of inward clearing vouchers is happened next; demand draft, foreign demand draft, pay slip and pay order are kept with the remittance department and some of the rest are sent to the deposit department and some to Loan and Advance department.

Here there happens an effect on IBTA (Inter Bank Transaction Account) in accounts department where the particular client account is debited and the collecting bank is credited by the amount of the cheque.

5.3.3.3 Outward Bill for Collection (OBC)


When Comilla Branch send any cheque drawn on another branch outside Comilla city (say Sylhet Branch) of DBBL for collection on part of its account holder, then this collection procedure will be treated as OBC. OBC happens when the cheque would be drawn ob another branch of DBBL which is outside the Comilla city.

The sequence of OBC procedures is as follows:

· Reception of the cheque from account holder.

· Seal of the Comilla Branch to be given on the cheque, special crossing, and seal of OBC to be given in front of cheque and the endorsement to be on back of the cheque.

· Entry is taken on the OBC register.

· IBCA (Inter Bank Credit Advise) is prepared and sent to Sylhet Branch along with respective instruments.



   Sylhet Branch                           Dr.





           Comilla Branch 

 Cr.
· Dispatch to the deposit department for posting favoring the particular client account.

· At last, it will be posted in the account department.

5.4 Retail division:

These are deposits which are made with the bank for a fixed period specified in advance. The banks do not maintain cash reserves against these deposits and therefore. The bank offers higher rates of interest on such deposits. These deposits generally constitute 50% or more of the total deposits. Usually customers are allowed to open this A/C for a certain period. The rate of interest varies in accordance with the terms of the deposit.
The retail division also gives lone to the customer. Demand loan, Letter of Credit, Import loan Home loan, Health loan, Festival lone, Car lone, Education loan etc are given to the customer. 

 Required Document:
· Trade License

· Articles of Association and memorandum

· Total investment details

· Product details

· Sales and marketing plan (details of main buyers)

· Details of imported items and main suppliers

· CIB undertaking of all directors

· Management details

· Bank account statements for the past one year

· Details of Master LCs & BB LCs for the past one year

5.5 Cash Section

There several counters work simultaneously in cash section of DBBL, Comilla Branch. There is also some electronic counting machines by which a huge amount of cash money can be counted within a few minutes. This branch also allows evening hour transaction only in case of deposit of money.

5.5.1 Cash Receiving Procedures

The work of cash receiving counter is examining deposit slips. Depositor will use the prescribed deposit slip supplied by the bank to deposit cash, cheque, draft, pay order, etc. In all types of deposit the teller must check the following things:

· The slip has been properly filled-up.

· The title of the account and its number.

· The amount in figure and in words is same.

· Instrument signed by the depositor.

· Date of the instrument.

After checking all these things the teller will accept cash, cheque, draft, pay order, etc. against deposit slip. The Teller will place the cash in the cash drawer according to denominations. The teller will place sign and affix “cash receipt, rubber stamp” and return the customer’s copy to the customer.

5.5.2 Cash payment Procedures

5.5.2.1 Precaution

In order to safe guard his position; the paying banker has to observe the following precaution before honouring a cheque:

· A cheque must be looked whether it is an open or crossed cheque.

· The paying officer should see whether the cheque is drawn on his/her branch.

· He must see the cheque is post dated or pre dated. A teller must not pay any post dated cheque.

· The officer must carefully see the apparent tenor of the cheque. If it is mutilated or materially altered then the officer must not honour it.

· The officer must compare the signature of the cheque with the signature on the specimen signature card.

· The officer must verify the regularity of the endorsement.

· The officer may allow overdue against a cheque if prior arrangement is done with the bank.

5.5.3 Passing the Cheque

If the cheque has no defect and it is payable, the in charge will sign in the cheque affixing signature verification seal along with his/her initial and will cancel the cheque by striking it with pen. The officers will handover the payment to the appropriate payee.

3.5.4
Dishonour of Cheque

A banker can dishonour a cheque in following situation:

· Insufficient fund

· Payment stopped by drawer

· Alteration required drawer signature

· Effect not clear in cheque

· Exceed arrangement in cheque

· Full cover not received

· Payee’s endorsement irregular/illegible/required

· Drawer signature differed and required

· Cheque is post dated/mutilated/out of date

· Crossed cheque must be presented through a bank

· Clearing stamp required cancellation

· Cheque crossed “Accounts payee only”

· Collecting bank’s discharge irregular/required

5.6 Deposit Section

The function of the Deposit section is very important. It is fully computerized. The officer of the deposit section maintains account number of the all customers of the bank. They are used different code number for different account. By this section a depositor/drawer can know what the present position of his account is. The officer make posting three types of transaction, such as: Cash, Transfer and Clearing. This section performs following tasks:

· Open a new account

· Post all kind of transactions

· Provide on demand report

· Cheque maintenance

· Preparation of day transaction position

· Preparation of closing monthly transaction position

5.7 
Remittance Section

Banks have a wide network of branches all over the country and offer various kinds of remittance facilities to the public. The remittance of the funds by banks is made through different methods. They are:

· Demand Drafts

· Pay Order

· Pay Slip

· Mail Transfer

· Telegraphic Transfer


        Above all this service is performed by the Remittance department efficiently.

5.7.1 Demand Drafts (DD)

Demand draft is an order to pay money, drawn by one branch of a bank upon another branch of the same bank for a sum of money payable to order on demand. A draft cannot be drawn payable to named payee. Draft may be purchased by customer or non-customer of the banks. The purchaser of the draft must fill in the relative application form with his name, amount, name of the payee, the branch on which draft is desired, sign it. He has to tender the amount in cash for the draft and bank charge, if any .If the purchaser has an account to the bank can debit D.D amount. The draft is prepared with care regarding the name of the payee, the amount and the office on which it is drawn. In order to ensure safety, the purchaser is advised to cross the draft and the bank given test number. The issuing officer send to the drawee branch an advice containing the particulars of the draft.

5.7.2 Pay Order (PO)

Banks payment order is an instrument which contains an order for payment to the paid to effect local payment whether on behalf of the bank or its constituents. In the beginning stage, PO was issued only to effect local payment of banks own obligations .But at present it is also issued  to the customers which they can purchase to deposit as secondary money of carnets money. The banks payment offers are in the form of receipts and issued by the joint signature of two officials. It ensures payment to the payee as the money deposited by the purchaser of PO is kit in the banks own A\C named. Payment of the instrument to be made from the branch it has been issued. It is not transferred and therefore it can only be paid to:

· The payee in identification

· The payees’ banker, who would certify that the amount will be credited to payees account.

· A person, holding the latter of authority from the payee whose signature must be authenticated by the payee.

· The purchaser, by cancellation provides the original PO is surrendered by him to the bank.

5.7.3 Pay Slip (PS)

Pay slip is one kind of instrument provided by the remittance section to the applicants for making payments certain sum of money to the name mentioned in the pay slip.

5.7.4 Mail Transfer (MT)

Mail transfer is an advice regarding remittance of funds sent by one branch to another branch of the same bank, at the written request of applicants. The mail transfer contains:

· The name of the beneficiary

· Address of the beneficiary

· Particulars of the account of beneficiary

· Name of the remitter

It is a non-negotiable instrument and generally it is not handed over to the customer rather than send through post office to the concerned branch for credit to the respective account.

5.7.5 Telegraphic Transfer (TT)

Telegraphic transfer is the quickest methods of transferring funds from one place to another place. The remitter branch sends a telegraphic message to the others branch, to pay a certain sum of money to a named payee. Such a message is usually sent in coded language. There are two procedures should be followed for TT.
5.7.6 Foreign Remittance through Exchange House:

At the beginning of the year 2005, our Bank has been exerting much emphasis on INWARD REMITTANCE. By this time the Bank established extensive drawing arrangement network with Banks and Exchange Companies located in the important countries of the world namely in the United Arab Emirates, State of Kuwait, State of Qatar, State of Bahrain, Italy, Canada and United States of America.

In the meantime, Dutch-Bangla Bank Limited gained the faith of the Bangladeshi Wage Earners in sending their hard-earned money to their respective beneficiaries in Bangladesh in shortest possible time. Expatriates Bangladeshi Wage Earners residing in those countries can now easily remit their hard-earned money to Bangladesh with confidence, safety and speed.

5.7.7
Western Union: 

Western Union Financial Services Inc. U.S.A. is the number one and reliable money transfer company in the world. This modern Electronic Technology based money transfer company has earned world wide reputation in transferring money from one country to another country within the shortest possible time.

Dutch-Bangla Bank Limited has set up a Representation Agreement with Western Union Financial Services Inc. U.S.A. as on 14th February 2006. Millions of people have confidence on Western Union for sending money to their friends and family. Through Western Union Money Transfer Service, Bangladeshi Wage Earners can send and receive money quickly from over 225,000 Western Union Agent Locations in over 197 countries and territories world wide- the world’s largest network of its kind, only by visiting any branches of Dutch-Bangla Bank Limited in Bangladesh.

Name of the Exchange Companies and Banks:

	Serial No.
	Country
	Name of the Exchange Co./Bank

	01
	U.A.E.
	Al Ahalia Money Exchange Bureau 

UAE Exchange Centre L.L.C. 

	02
	Kuwait
	Kuwait Asian International Exchange Co. 

Al-Moosa Exchange Company 

	03
	Italy
	Unicredito Italiano S.p.A. 

	04
	Bahrain
	Dalil Exchange 

	05
	Qatar
	Doha Bank 

	06
	Canada
	East Bengal Exchange Inc. 

	07
	U.S.A.
	Janata Express 


5.8 Dispatch Section


The literal meaning of the term “Dispatch” is to send away hostile/quickly or to receive an official message. There are two types of dispatch maintained by the dispatch section.

· Dispatch of Letter

· Dispatch of Telegram

For convenient of the work dispatch of letter has been classified into two groups mainly:

· Inward Mail

· Outward Mail

Outward mail is again classified into:

· Ordinary Letter

· Registered Letter/Registered Parcel


Comilla branch will maintain a deposit account with the local telegram office to which the amount of initial deposit will be paid by debiting to the Charge Account under advice to accounts division. Where a record of all such deposit paid by branches are maintained. The receipt for the deposit will be recorded in the comilla branch document register and retained with other documents.

5.9 Personal and Establishment section


This section is under general banking department. The function of the Personal and Establishment section is as follows:

· Supply of office stationary and furniture & fixture

· Maintenance of all fixed assets

· Placement, transfer, promotion letter issuing to the employees

· Correspondence with different department and executives

· Maintenance of stores

· Preparation of expense bill for all kind of expenses
· Maintenance of all expenditure register
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6. Analysis of credit operation of Dutch-Bangla Bank Ltd

In a financial system of any economy, we know, financial surpluses mobilized from surplus economic unit and transferred to the deficit economic unit. In the banking world, the bank acts as an intermediary in between deficit economic unit & surplus economic unit. Bank mobilizes the fund from surplus economic unit as deposit & makes the fund available to the deficit unit. The style of making the fund available to the deficit unit is nothing but creation of credit.

6.1 Principles of Lending 

The principles of lending may be considered under the following heads:
6.1.1 Profitability

6.1.2 Source of repayment 

                  6.1.3 Character and ability of the borrower

6.1.4 Purpose of the facility

6.1.5 Terms of the facility

                  6.1.6 Safety

6.1.7 Information Requirements

6.1.1 Profitability:

All credit facilities granted to the Bank’s customers must produce profit, either directly or indirectly. Spreads are normally associated with the element of risk undertaken and the period and nature of the facilities. When judging a credit proposal, concerned officer should take a comprehensive view of other allied business that will be received by the branches. 
6.1.2 Source of repayment:

After satisfying that the transaction will be profitable, next attention to be given to the cash flow situation of the borrower. The Bank’s advances can be classified into three main categories, as follows:

A very short-term advance which will be liquidated by funds received in the very near future: examples are advances against foreign or local bills or bridge financing where evidence of credit sanction from another financial institution is available; provision for current assets: this type of facility is needed for trading and /or manufacturing activities: the capacity and the potential for adjustment of the facility will depend on the nature of the borrower’s trade and the market in which he operates;

Term advance/ lending over 1 (one) year: examples of such facilities are investment in plant and machinery, building, a farm or a shop: generally, a long-term loan is repaid out of future earnings generated by the business.

Before granting a facility, it should be ensured that a reliable source of repayment exists and that the advance will be paid within the agreed period. When considering the period of repayments, required margin should be provided for unforeseen circumstances such as downward market trend, or the general economic condition of the country. Besides payment of interest and installments and other charges, the funds generated by the business should preferably leave adequate margin for meeting needs for future expansion or other business contingencies. Where the facilities are secured by fixed assets, the sale proceeds of such security should not be considered as a prime source of adjustment of the facility. In order to ascertain the capacity of the business to meet the obligations, the cash flow projections should be examined. If such examination calls for a revision of the repayment schedule, the credit facilities should be re-examined and their viability should be determined.

6.1.3 Character and ability of the borrower:

The branch manager should know his customer well and should be able to judge his intentions and ability to use the credit facilities to his advantage. Advance should be granted only to those borrowers in whom the branch manager has full confidence. Integrity of the borrower and his ability to conduct business are of paramount importance and take precedence over the value of the securities offered. Director(s) or partner(s) of limited companies or partnerships should be man having good market reputation, business experience and drive. Assessment of the company’s operations and information about the directors can be gained by studying the past year’s financial statements of the company, its general reputation in business circles, and by reference to the company’s bankers.

When recommending a review or extension of a limit, branch managers should invariably ascertain the past performance from the branch records. The levels of maximum and minimum balances, turnover, the average debit balance, and timely receipt of the installments provide an adequate basis on which to judge the health of the account. 

The borrower should possess good trade experience, business acumen, initiative and drive. He must have ability to control the finances of his business. Lack of financial control may ruin an otherwise successful business, particularly when the business faces adverse economic conditions. It is imperative that the branch manager should be able to form a favorable impression about the integrity and business ability of his prospective borrower before initiating the loan application.

6.1.4 Purpose of the facility:

The purpose of advance should be studied with a view to understanding whether it is within the policy of the Bank. (If it is outside the Bank’s policy, the proposal should not be given further consideration).

Each proposal should be considered on its merits. Consideration should of course be given to the nature of business and certainty with which the business or the project will yield results. Comilla Branch manager should exercise their judgment and should avoid granting advances for speculative projects. The general test, which should be applied by the comilla branch manager, is whether the Bank is called upon to finance a reasonable business project or whether the borrower will utilize the finance for speculative purposes. 
In the case of corporate borrowers, the purpose of borrowing must be consistent with the objectives of the company. The objectives laid down in the Memorandum and Article of Association or bye-laws of the company must be carefully examined before considering any credit facility for limited companies.

6.1.5 Terms of the facility:

Credit facilities are broadly divided under the following categories:

a) facilities needed for very short term requirements;

b) facilities needed for current assets requirements;

c) Facilities needed for long-term/investment requirements.

Facilities covered under category (a) above are generally required for a short period of up to three to six months. Such facilities include packing credits, advances against salaries, advances against purchase/discount of bills and bridging finance facilities. Facilities covered under category (b) are generally for a slightly longer period, say up to one year. When considering a facility of this nature, a feasibility study of the project should be made and a repayment schedule should be agreed.
Having agreed the period of repayment, the comilla branch manager must ensure that repayment is received within stipulated period. It is prudent to take corrective action when the first default is made. Caution at an early stage prevents accumulating heavy debit balances and possible bad debts. 

6.1.6   Safety:

To safeguard Bank’s interest over the entire period of the advance, a comprehensive view of the character of the client, capital, capacity of the client, adequacy and nature of security, compliance with all legal formalities, completion of all documentation and finally a constant watch on the account is called for. All advances will be against adequate security. Where advances are granted against the guarantee of a third party, that party must be subject to the same credit assessment as made for the principal borrower.

The basis of security valuations will be expert third party assessments at two levels; current market price and forced sale value. In the case of property, valuations should be done by enlisted surveyor of the Bank. Inventory valuations may be taken at the balance sheet values  Shown in unqualified audited accounts after the branch manager has carried out his own investigation into the composition of the inventory. Specialist values may be requested by the branch to provide other assets valuation (if required) such as machinery and equipment. The value of the debtor may be taken from the balance sheet. The cost of the valuation (if any) will be borne by the client.

6.1.7 Information requirements:

To satisfy the majority, if not all, of the principles of lending detailed above, the branch should collect information on the following questions, before considering whether credit facilities should be granted to the borrower:

i) Who is the borrower? Whether any special characteristics of the borrower need particular attention. For example, if the borrower is a trust, this calls for examination of the trust deed.

ii) Is the branch satisfied about the character, ability, integrity and experience of the borrower? Is the branch confident about the borrower?

iii) Is the purpose of borrowing consistent with the objectives of the company?

iv) Is the purpose legal? Does it contravene any law? Advances should not be considered for illegal purposes.

v) What is the amount required? Is it sufficient for the purpose mentioned?

vi) Is the security offered acceptable and adequate? Has sufficient margin been maintained? Can a valid charge be obtained on the security?

vii) What is the period of advance? What are the sources of repayment? Is there reasonable certainty that the stipulated installment will be recovered?

viii) What is the rate of interest charged? Will it be profitable to the Bank? In assessing the profitability of the account, allowance must be made for any ancillary business like foreign exchange, business of group accounts, contingent business etc. which may be available to the Bank from the borrower. Branches should also consider whether there is any onerous or difficult work involved in maintaining the account.

6.2 Modes of Credit

Different kinds of lending were subdivided into 7 categories by the Bangladesh Bank for fixation of rates of interest by the individual banks on competitive basis depending on the cost of funds, prevailing market condition and monetary policy of the country. These are:

· Agriculture

· Term Loan for Large & Medium Scale Industry 

· Term Loans to Small & Cottage Industries 

· Working Capital 

· Export Credit 

· Commercial Lending

· Others  

6.3 Loan classification & provisioning

All loans and advances are classified into four categories depending on their status. These are:

· Unclassified

· Substandard

· Doubtful

· Bad/Loss

This classification is done based on objective criteria or qualitative judgment

Irregular: Next day after the date of expiry, if not adjusted/renewed at expiry date.

Substandard: UN recovered for more than 3 months but less than 6 months.

Doubtful: UN recovered for more than 6 months but less than 12 months.

Bad/Loss: UN recovered for more than 12 months.

All loans and advances will be divided in four categories: (a) Continuous Loan; (b) Demand Loan; (c) Fixed Term Loan; and (d) Short-term Agricultural and Micro-Credit.

(a) Continuous Loan: 

The Loan, which has no particular repayment schedule, but contains date of expiry, credit limit etc. will be termed as Continuous Loan e.g., CC, OD etc.

(b) Demand Loan: 

Loan and Forced Loan then it will be termed as the loan, which is considered repayable only after it is claimed by the banks, will be termed as Demand Loan. If contingent or any other liability is converted to Compulsory Demand Loan e.g. Forced LIM, PAD, FBP, IBP etc. 

(c) Fixed Term Loan: 

The loan, which is repayable within a particular period of time as per repayment schedule, will be termed as fixed term loan.

If any installment is left un recovered within the scheduled date, the amount falling due on account of un recovered installment will be classified as "Overdue Installment". 

→    Fixed Term Loan which is repayable within a maximum period of 5 years 

Substandard: Overdue installment equals or exceeds the amount repayable within 6 months.

Doubtful: Overdue installment equals or exceeds the amount repayable within 12 months.

Bad/Loss: Overdue installment equals or exceeds the amount repayable within 18 months.

→    Fixed Term Loan which is repayable after 5 years? 

Substandard: Overdue installment equals or exceeds the amount repayable within 12 months.

Doubtful: Overdue installment equals or exceeds the amount repayable within 18 months.
Bad/Loss: Overdue installment equals or exceeds the amount repayable within 24 months.

If any fixed term loan is repayable in monthly installment then the amount of recoverable installment will be equal to the sum of 6 installments (monthly). Similarly, in case of quarterly repayable installment total amount repayable within 6 months will be equal to the amount of the total of 2 quarterly installments.

→   Short-term Agricultural and Micro-credit:

Short-term Credit will include credit extended to Agricultural sector and it is repayable within a period not exceeding 12 months. The short Term Micro-Credit will be that which will not exceed an amount of Tk 10,000.00 and will be repayable within a period not exceeding 12 months.

Irregular: If not recovered within the scheduled date as per contract of the credit.

Substandard: After exceeding 12 months as irregular credit.

Doubtful: After exceeding 36 months as irregular 

Bad/Loss: Overdue installment equals or exceeds the amount repayable within 60 months.

→ Qualitative Judgment:
If the recovery of the credit becomes uncertain resulting from change of circumstances under which credit was extended or the borrower sustains loss of capital or the value of security decreases or any adverse situation arises then the credit will be classified on the basis of Qualitative Judgment. Besides, if the credit is extended without any logical basis or the credit is frequently rescheduled or the rules of rescheduling are violated or the trends of exceeding credit limit observed frequently or a suit is filed for recovery of the credit is extended without the approval of the competent authority, then the loan will be classified on the basis of Qualitative judgment. Under this judgment the loans will be classified as under:

Substandard:
Due to reasons stated above or for any other reason if in spite of possible loss of any credit, there is any probability of changing the present situation through taking proper steps.

Doubtful: Even after taking proper steps, if the full recovery is not ensured.

Bad/Loss: If the probability of recovery becomes totally nil.

If any improvement achieved in the accounts classified it will again be declassified. However, the credit once classified by inspection team of Bangladesh Bank, that will be treated as final classification and before any subsequent inspection is conducted by Bangladesh Bank or without prior approval of Bangladesh Bank the credit will not attain any merit of declassification.

Eligible Securities as stated above will include the following securities:

► Security in respect of lien against loan: 100%

► Security in respect of gold or gold ornaments kept in the bank as per present market value: 100%

► Security against value of Govt. Bond/ Sanchaya patra under lien: 100%

► Guarantee made by the Govt. or Bangladesh Bank: 100%

►Market value of easily marketable goods preserved under the custody of Bank:50%
►Market value of the Mortgaged Land & Buildings: Maximum 50%

In respect of Short Term Agricultural Loan and Micro-Credit, the Reservation of provision will be made as under: Credits other than Bad Loan (i.e. Doubtful, Sub-Standard, Irregular and Regular) =5% and in case of Bad Loan = 100%
6.4 Loan Loss provision


Every bank is required to maintain provision for reserve for their classified or unclassified loans:



Provision for reserve for classified loans will be kept at the following scale:

· Sub-Standard
: 20%

· Doubtful

: 50%

· Bad/Loss

: 100%

Sub-standard or Doubtful   
: 
Interest will be imposed on that credit account but 
such interest will not be   transferred to the Income Account. Instead the interest will be kept in Interest Suspense.

Bad/Loss  
:
Imposition of interest on Bad/Loss account will be 
suspended. If any suit is required to recover such credit, the suit will be filed on total amount of principal included interest calculated up to the period before the suit is filed. Such interest will be kept on interest suspense. In case of any special reason if interest is imposed on Bad/Loss account then such interest will be reserved on suspense account.

If any classified loan or part thereof is recovered i.e. actual deposit on account of recovery is made in the credit account, then recovery of non-imposed as well as imposed interest will be made first from such deposit.  Then original loan will be adjusted.
6.5 Processing of Credit Proposals

6.5.1 Credit Report

6.5.2 CIB Report

6.5.3 Visiting Client

     6.5.4 Credit Line Application Form

6.5.1 Credit Report:

The comilla branch manager should ensure preparation of credit report on the client to determine its past record, business performances, market reputation etc. The credit report should contain the following:

i. The nature of client’s business.

ii. The names of owners and details of their associated business concerns.

iii. Net worth of the individual person owning the firm /company (obtain through declaration at the time of submission of loan application).

iv. The financial health of the business concern.

v. Assessment of managerial capability through analyzing the up to date financial statements and market report, previous bank’s transaction record.

6.5.2 CIB Report:

In the recent past, to stream line credit discipline in banking sector and for meticulous adherence to the treatment of delinquent borrower by the commercial banks and DFIs as per stipulation of Bank Companies Act 1991, Bangladesh Bank has introduced a credit port folio data base naming Credit Information Bureau (CIB). For processing credit proposals (both funded & non-funded) banks and DFIs need to obtain mandatory satisfactory CIB report from Bangladesh Bank. Present criteria for obtaining mandatory CIB report may be changed from time to time at the discretion of Bangladesh Bank. Any change in this regard shall be notified to the banks vide Bangladesh Bank CIB Circulars. Branch manager must obtain satisfactory CIB report prior to processing of credit proposals and mention the status of the client and its allied concerns /persons of the borrower in the credit line proposal as it is revealed in the latest CIB report. 

6.5.3 Visiting Client:

A visit to the client’s business premises, factory can be a very useful avenue to gather information for preparation of credit proposal. This visit and meeting the client at their door-step may help to confirm the business decision reach by the manager with regard to the client’s financial status, management efficiency and technical details about the goods and services in which the client deals.

During the visit particularly to the factory, go down, the manager of the comilla branch can get an idea about the client’s investment, condition of the machinery and client’s stock movement. This will also help to judge its quality and acceptability as a reliable security. A set of question, which may be asked, should be prepared before hand.

6.5.4 Credit Line Application Form:
A credit proposal is its funds or non-funds based at the stage of primary scrutiny, credit officers prime consideration is to ascertain with reasonable accuracy, due date liquidation of loan /credit exposure. The main feature of any credit proposition is:

i. Amount and type of credit line 

ii. Purpose of the facility

iii. Source of repayment plan

iv. Security support available to the bank.

In evaluating credit line proposals, credit officers must examine in depth liquidation of outstanding in the normal course of business. This means understanding of clients business, management capability and integrity of the owners. It is equally important to see that adequate security are available to the bank, if the client fails to repay owing to fall in business or any other adverse factors.

Similarly, in examining a credit proposal it is also equally important to see the profitability of the proposition and credit officers should structure the credit line in such a manner that the bank’s earning is maximized.

The branch manager / credit officer of comilla branch should therefore, start processing of regular credit limit for approval of the competent authority of DBBL. Provided, the following conditions / steps are taken:

i. Preparation of the credit report on the client

ii. Obtaining third party / market investigation. Also obtaining CIB report from Bangladesh Bank

iii. Interviewing the client

iv. Analysis of financial statements

The branch manager / credit officer must see that credit line proposals are prepared in with standard credit proposal format in this regard which may be referred to the Annexure to this manual.

6.6 Sectors covered in credit proposal

6.6.1Client introduction 

6.6.2 Particulars of owners 

6.6.3 Allied concerns 

6.6.4 Credit facility from other banks 

6.6.5 Account maintained with DBBL

6.6.6 Existing credit lines  

6.6.7 Proposed credit line

6.6.8 Analysis of credit proposal 

6.6.9 Third party information 

6.6.10 Financial information 

6.6.11 Prospects 

6.6.12 Assessment of financing requirement 

6.6.13 Inadequacy in the documentation 

6.6.14 Collateral security

6.6.15 Risks Analysis 

6.6.16 Accounts/ business performance 

6.6.17 Bank’s earning 

6.6.18 Recommendation 

6.6.19 Proposed facility 

There are different sections covered in the credit proposal format which is explained below:

6.6.1 Client introduction:

Giving the exact name and style of the client as per registration in case of limited company. Also indicate the nature of the proposal “New” or “Renewal/ Revision”. Use figures in denomination of Taka in million State exact nature of business/description of the project. Provide business capital /equity capital of the owner based on financial statements.

6.6.2 Particulars of owners:


State whether proprietor, partners or directors Show the percentage of the shareholdings of the directors as per record. Provide declared assets / net worth as the case may be by individually.

6.6.3 Allied concerns:


Provide name of allied business concern of the owners/ client, their nature of business and their investment   interest in the business.

6.6.4 Credit facility from  Other banks:

Obtain declared statement from the client. Also refer to CIB report of Bangladesh Bank.



6.6.5 Account maintained With DBBL: 

State all accounts including Fixed Deposit, if any, showing average deposit/ current deposit.
6.6.6 Existing credit lines(s):


Give details and nature of facility. The amount of respective limit and the outstanding on the date of the proposal State validity/ maturity. State primary and collateral security in brief. In footnote, please provide overdue status of PAD/TR/Loan and whether Term Loan repayment is regular.


6.6.7 Proposed credit line(s):

In case of renewal /revision, this section should be completed only after careful review of the conduct of the account. Client’s financial requirement. Managing of business affairs in terms of available facility. In case of fresh proposal, and after having a preliminary discussion with the client to have a clear view of client’s account, his future plans and financing requirements, the size of limit, period and proposed security to be structured.

6.6.8   Analysis of credit proposal:




In this section, provide general background of the client, business profile, details and management aspect the business house/industry. Give views on qualification, experience and past history of the owners.

6.6.9 Third party information:

 Provide status of up to date CIB report. Credit checking with other sources. Previous banks   account transaction.

6.6.10 Financial information: 


This section reflects the financial soundness of the business concern and information   to be collected / prepared from spreadsheet analysis on the basis of client’s management certified financial statements or audited financial reports. Furnish comments on the liquidity, profitability and leverage position of the client. This exercise / assessment should be done carefully pinpointing the strong and weak areas.

6.6.11 Prospects: 

Here business prospects, market outlook of the product to be given. Salient features of the products, pricing, market strategy to be provided in case of manufacturing products.

6.6.12 Assessment of financing requirement:


Client’s financing requirement to be assessed on the basis of business cash flow / working capital assessment future plans. Exact requirement to be assessed and recommended after preliminary discussion with the client.

6.6.13 Inadequacy in the documentation:
Mention non-fulfillment of any documentation / mortgage perfection etc. Also indicate audit objection on client’s account.

6.6.14 Collateral security: 

Give details of security in the form of land, building, machinery, its written down value or surveyed value. Also show nature of marketable securities, its face value and average market value.
6.6.15 Risks Analysis: 

Furnish comments on LRA exercise, if done, and indicate the LRA rating. Indicate possible risks in the business and its mitigation.

6.6.16 Accounts/ business performance:

Give details of client’s deposit/ loan accounts performance during last 12 months. Show debit/ credit summation, minimum/ maximum balances, L/Cs opened, export documents negotiated during last 12 months.
6.6.17 Bank’s earning: 

   Give break-up of earnings from the relationship.

6.6.18 Recommendation:


Give meaningful comments, consideration of the business line with clear     recommendation.

6.6.19 Proposed facility :


Give facility wise proposed/renewed/restructured loan/ credit limits, purpose of the facility, mode of repayment, pricing of the facility, security support and validity of the facility. Other conditions/ special conditions including requirement of Bangladesh Bank approval to be highlighted.
6.7 Supporting Documents

6.7.1 Credit report on the client

6.7.2 Financial statements

6.7.3 Spreadsheet analysis

6.7.4 Net worth analysis

6.7.5 Acceptable security details

6.7.1 Credit report on the client:

Credit report on client is a prime requisite for assessing his /their creditability, managerial ability and past historical records. This report should be updated when renewal of credit facilities are considered. Third party credit report / CIB report along with credit report on the client should be kept in the file at the branch.

Business/ financial performance analysis to be based on audited accounts if they are available. Otherwise, management certified financials could be used. The spreadsheet analysis should include last three years financial accounts.

Spreadsheet is the easy method of analyzing the financial results of the client’s business on a going concern basis. The balance sheet analysis involves re-arranging the figures in the annual accounts into a form which will reveal the working capital of the business, its net worth, and its dependence on the borrowed fund.

The second part of the spreadsheet is ratio analysis. Interpretation of the ratios requires analytical skill on the part of the branch manager/ credit officer.

Net worth statement may be produced straight away from audited balance sheets. Branch manager may also construct the net worth statement from declared statement or from information regarding assets and debts obtained through intervene of the client.

Analysis of Client’s account:

The objective of analyzing financial statements from the point of view of the bank is to understand the manner in which client’s own resources are employed, its liquidity position, the ratios of net worth to borrowing and of current assets to current liabilities.

6.8 
Analysis of Client’s Accounts

· Borrower’s net worth 

· Working capital 

· Profitability 

· Capital Gearing 

· Cash flow 

The analysis should provide answers to following areas:

(I). Borrower’s net worth: 
To see if the borrower’s net worth justifies the level of credit facilities being requested. Net worth is calculated by total debt liabilities from total assets.

From another point of view, the net worth is the owners’ total interest in the business made up of 

· paid up capital and

· Accumulated surplus consisting of written earnings and reserves.

 (II) Working capital: To see whether the current assets are sufficient to meet the client’s current commitments and liabilities. Working capital is arrived at by deducting the current liabilities from the current assets.

(III) Profitability: To see whether sufficient earnings from the operation of the business are there to repay the bank debts living sufficient balance /return on equity.

(IV) Capital Gearing: To see how much amount of equity is in the business compare with the borrowed funds. As a good banking proposition substantial equity investment should be ensured.

(V) Cash flow:
When assessing the client’s liquidity position and profitability, the timing of client’s commitment must be considered. His commitments must be spread in such a way that the business would never face a cash shortage in the foreseeable future.

6.9 Project Financing

The Bank primarily involves in commercial banking activities. But subject to availability of credit line and own resources, the Bank may provide term loan specially to industries within the framework of industrial policy of the Government and credit norms set by Bangladesh Bank and the Government from time to time. Systematic analysis is required to be undertaken to provide a rational basis for decision making. Socio-economic objectives of the country needs to be considered in addition to the soundness of the project in terms of technical, commercial, financial and management considerations while making investment decision.

6.9.1
Project Evaluation:

The proposal may be for a new project or an existing project requiring Balancing, Modernization, Replacement and Expansion (BMRE). The proposal to be developed in the following areas:

i) Cost of the project and means of financing;

ii) Financial projections covering sales, cost of production, profitability, cash flow etc.

iii) Analysis of past financial operation in respect of existing concerns on the basis of financial statements of the concern.

6.9.2 Cost of the project:

The cost of the project represents all fixed capital expenditures incurred or to be incurred for acquisition of its fixed assets and the net working capital to run the project. Proper assessment of the cost of the project is very important for fixation of debt/equity contribution of the Bank. After determining cost of the project, financing plan shall have to be worked out on realistic basis.

6.9.3
Fixed cost of the project:

The fixed cost of a project is the aggregate cost of land, building, construction, plant, machinery and equipment, preliminary and pre-operative expenses (including interest during construction period 

6.9.4
Means of financing/ Debt-equity ratio:

Contribution from the sponsors in the form of paid up capital, director’s loan etc. form part of the equity. Contribution from the bank is considered as debt. Debt equity ratio should be set in a manner that the sponsors have reasonable stake in the project. In case of BMRE project, debt equity ratio shall be fixed on incremental cost of the project. 

Debt-equity Ratio= Total liabilities/ Shareholders Equity
The maximum limit of term loan to a project is essentially depend on the debt repayment capacity/cash flow of the project. Bank’s policy, nature of business, entrepreneur’s background, market condition, extent of risk associated with the business etc. influences in determining debt equity ratio. The owner’s equity should form a larger part in the following cases:

i. A speculative industry

ii. A seasonal industry with periodical swings in production

iii. An industry which is competitive domestically and internationally

iv. An industry that lacks Government encouragement for economic reasons 
v. In case where the sponsors are new in the field and the capacity is yet to be tested.

6.9.5 Project on rented premises:

In case the project is located on rented premises, advance rent (if any) shall be included in the cost of the project as prepaid expenses and adequate collateral security covering the loan amount should be obtained.

 6.9.6   Working Capital:

Apart from the investment in the fixed assets, funds are required for investment in current assets like stocks of raw materials, work-in-process, finished goods, stores and spares, debtors etc. The portion of funds, which remain invested in current assets of a concern, is called working capital. A portion of working capital remains tied up in the business over the years, called funding from long term source. The other portion of working capital varies from time to time, generally met from short-term sources like commercial bank borrowing and creditors. The net working capital may also be termed as excess of current assets over current liabilities.

Net working capital is a long term requirement of a project. So, it is to be met thought long term sources like equity or long term loan.

►
Computation of working capital
The following factors generally influence in the computation of working capital: 


i) General nature and type of business

ii) Capacity utilization of the project

iii) Span of production process
iv) Sales volume

v) Terms of sales and purchase

vi) Inventory turnover

vii) Receivable turnover

viii) Business cycle

ix) Seasonality of product

x) Seasonality of raw materials 


While computing working capital requirement, apart from the above factors, Banks policy and Bangladesh Bank’s instruction from time to time to be kept in mind. However, following are the generally accepted guideline for calculation of working capital:

i) Capacity utilization


a)
Existing unit
: 5% above the last year’s actual capacity utilization


b)
New unit
: 60% of attainable capacity/rated capacity

ii) Inventory



a)
Imported raw materials
: 90 days (cost at factory site)


b)
Local raw materials
: 30 days (cost at factory site)




c)
Work-in- process
: 3 days (at production cost)


d)
Finished goods
: 15 days (at production cost)


e)
Stores and spares
: 90 days for imported spares




  30 days for local spares




   (Cost at factory site)

iii)
Receivables
: 15 days (at production cost)


 iv)      Cash in hand
: Cash requirement of 30 days for other 


 day to  day expenses like salary, 


 transportation, etc.

For computation of Bank facility, receivables and cash in hand is generally excluded and the margin from the client depends on the bank client relationship which should not be less than 20% in any case.  

6.10 Credit Investigation & Selection of sponsors

The task before the bank is to choose right type of entrepreneurs who can be trusted with the money given for setting up an industrial unit. Money can be created only when it is handled by people possessing business acumen, knowledge and skill required to implement and run the industry profitably. An industrial project satisfying the requirements of technical soundness, commercial, financial and economic viability will almost invariably fall if wrong persons are chosen to execute and run the industry. It is, therefore, obvious that choice of customer constitutes one of the most important factors to which a Bank must give great emphasis.

The credit investigation conducted by a banker seeks to evaluate the entrepreneurial ability, managerial experience, business acumen, integrity, reputation and financial worth of promoters applying for Bank’s financial assistance for setting up industries or BMRE of a project.

In order to judge the sources of information may be divided broadly into two categories namely documentary and non-documentary. Client’s financial worth can be assessed with reasonable accuracy based on the following documentary sources of information:

i) Any client who holds assets in a form other than hard cash, gold or jewelry should be in a position to produce documentary evidence.

ii) For fixed assets there will be original Title Deeds, structural layout plan, which would give the details of the properties such as area, location, nature and value.

iii) For deposit with banks there would be bank statement of deposit. 

iv) If the customer is in business, he is in a position to produce Income Tax Certificate. This document will provide reliable indication of cash flow sources of income.

Moreover, investigation often reveals that the declared properties are jointly owned with others which necessitate scrutiny of the Title Deed.

Further, the properties owned and declared by the clients may have liabilities on account of unpaid balance of purchase price of the properties or loans obtained on their security.

The credit investigation of the clients also look for their individual liabilities for a realistic assessment of their worth. The particulars of assets and liabilities furnished by the sponsors should, therefore, be analyzed and assessed in the following manner:

i) The valuation should be assessed keeping in view the value they are likely to fetch in a forced sale conditions.

ii) In order to assess if the properties are free from encumbrances, a search in the office of sub Registrar, Joint Stock Companies should be conducted. Where this is not possible at all, the investigation officer/the legal adviser of the bank should examine Title Deeds of land, and other documents.

As regard other movable assets like shares in Joint Stock Companies, share/debentures of Public Limited Companies, Govt. securities etc. the client should have no difficulty in providing the documentary evidence.

6.10.1
Balance sheet and statement of accounts:
The analysis of financial statements of a concern would provide information on liquidity, activity and profitability position of the concern. The financial soundness of a business can be determined by using different indicators from the Balance Sheet and Profit and Loss Account which is known as the ratio analysis.

6.10.2 
Bank’s past experience:

In many cases, the applicant may have already availed loans either for the project or for some other purposes from DBBL or from different financial institutions. In such cases, the credit inquiry will provide valuable information about their worth, dealings and present status of the liabilities. Some times the sponsors may conceal their liabilities with other financial institutions. Therefore, even if, the sponsors declare their liabilities or not a Confidential Credit Investigation Report should be obtained from other Banks as well as from other divisions of the same bank. The credit inquiry shall include such details as date of sanction, amount of loan sanctioned, repayment performance, outstanding as on date, overdue if any, securities available etc. 

6.10.3 
Govt. report publications:

There is another documentary source of information namely the official gazette, press reports regarding suits by or against persons and parties insolvency and liquidation of particular individual or enterprise, black listing and/or similar punitive action against individuals, firms etc. by the Govt./Autonomous bodies etc. which are very valuable and reliable and which the banker can not afford to overlook.

6.10.4 Banking Transaction:

Clients carry on normal business, maintain deposits and also avail overdraft facilities. A detailed review of these accounts will give very valuable information about the financial standing of the clients.

6.10.5
Report from Trade Circle:

More information relating to sponsor’s worth, size of business, turnover, integrity, reputation, honesty, business morality conduct etc. of the clients can be obtained from other traders in the same line. A client engaged in a manufacturing business must invariably have constant trade links with the wholesale market. The credit investigation officer has to make an independent inquiry and talk to a cross-section of traders to collect as much unbiased opinion as possible.

6.10.6      Source of equity:

The client may own lot of properties and assets but these do not ensure cash availability for investment within short span of time available for construction and implementation of the project. It may be necessary to raise cash either raising of equity through borrowing on the security of the sponsor’s property or through sale of property. Borrowed fund will be discouraged, if the borrowed fund thus raised is to be paid back out of earnings of the new project.

The sponsors may have several other sources of mobilizing equity e.g., cash in hand, bank deposits, dividend income, marketable securities, internal cash generation of the existing business etc. All these sources should be thoroughly examined.

6.10.7
Market Appraisal:

Market in a broader sense, is termed as the sum of contracts between buyers and sellers of a product or service, the price and quantity exchanged and which are determined by the forces of demand and supply. Following areas need to attended in the market appraisal:
i) Application of product and services

ii) Target market – Local/Export

iii) Demand/Supply analysis

iv) Substitute and competitors

v) Proposed marketing/Distribution Arrangements

vi) Proposed Buyers

vii) Price competitiveness

viii) Promotional Aspects

6.10.8
Financial Projections and analysis:

Investment proposal may be for an existing unit or for a new project. In case of existing project, analysis of past performance will give some indication for undertaking the investment proposal and justification for financing from the bank. But for the proper analysis, financial forecasting is required. In case of new project, financial forecasting is a basic and widely used tool for making investment decision. Apart from cost estimation, financial forecasting basically involves developing three inter-related statements namely the following:

i) Earning forecast

ii) Cash flow statement and

iii) Projected Balance Sheet

(i)        Earning forecast:

The earnings forecasts measure cost of production and profitability relating to a particular period or a number of periods as may be used for the purpose of forecasts. A three-year period is needed to be seen by the Bank to arrive at an investment decision. The earnings forecast involves the estimation of sales and estimation of associated costs that shall have to be incurred to achieve the projected sales.

 ►   
Estimation of sales:

In estimating sales, the quantity to be sold is to be determined first and then the selling price to be applied to estimate the sales in monetary terms. Factors influencing the physical and monetary value should be carefully examined, so that sales are not overestimated.

►
Estimation of cost of sales:
Major items of costs should be identified and highlighted in estimating the total cost of sales. Some cost items such as those relating to raw materials, rent, tax, insurance, water, power, fuel, interest etc. can be estimated at actual with great deal of accuracy. On the other hand many of the administrative and sales expenses can be estimated only with rough approximation. Attention to be given to the effect that costs is not underestimated. The difference between the sales estimates and the cost estimates is the estimated profit.

(ii)

Cash flow:
One of the major tasks in financial forecasting is to assess the requirement of funds and to find out how those requirements can be met. It involves estimation of cost and sources of fund, estimation of income from future operation, liabilities that shall have to be incurred and the proposed investment in future assets. 

(iii)
Balance sheet
The projected balance sheet is prepared at the end because figures for developing this statement are derived directly from the cash flow statement. At any point of time the assets of a concern must equal its liabilities. Therefore, if the calculations at the stage of preparing the earning forecasts and the cash flow forecast are correctly made then two sides of projected balance sheet must agree. In essence the projected balance sheet shows the impact of various assumptions and calculations relating to sales, costs, and uses of fund etc. upon the proposed assets, liabilities and equity of the concern.

6.10.9 
Objectives:


Financial Forecasting will suggest determining the following:

i)  A suitable financial structure,

ii) An acceptable repayment schedule, and

iii) Suitable terms and conditions to guard against the weak areas so that the payments to the bank for interest and installments of the principal do not go by default and the stipulated security during the currency of the loan does not face dilution. 

As a long term financier, Bank’s attention should be on the earning of the project. Earnings should be sufficient to cover the payment of interest and repayment of installments of the principal (Debt service coverage). The actual cash generation through operation should be adequate to meet not only the obligatory payments to bank but to sustain in any contingency as may arises and retain sufficient earnings to the owners.

6.10.10
Analysis:

In case of BMRE loan proposal, the project will have relevant operating past. The analysis of the past operation of an existing concern is of great usefulness in predicting, with a fair degree of accuracy, the future results of business activity and the future ability of an enterprise to meet its credit obligation. In such cases, the financial statement of the concern for the past three consecutive years should be reviewed to form a correct opinion. An analysis of the past operation of the enterprise will give indication about the following:

i) The ability of the sponsors to implement and run the project;

ii) The capability of the sponsors to mobilize funds from the current operation of the enterprise or from outside sources as required for the project;

iii) The basis for forecast for improved ability/or enhanced capacity of the project.

iv)   Judging the profitability of operation during the past period;

v) Indicating the trends which may reveal future probabilities;

vi)  Determining the financial condition at a specific date;

vii) Predicting the future ability to meet the existing or anticipated credit obligation; and

viii)  Judging the capability of the management in meeting the changing conditions arising out of implementation of the proposed project or on-set of a bad business time.

6.10.11 
Ratio analysis:


The financial statement of an existing concern or future projections for a proposed investment may be analyzed through calculation of a number of financial ratios. Many types of financial ratios may be calculated and used. But the purpose for which the analysis is made will suggest emphasizing one set of ratios in preference to another. For example, for short term credit, emphasis should be given on current position of the borrower. Profitability of the project is somewhat less important in such cases. For long term loan emphasis should be given on earning power of the assets rather than on the mortgage of such assets. The ratios can be classified into the following four fundamental categories:

i)    Liquidity ratios

ii) Leverage ratios

iii) Activity ratios

iv) Profitability ratios

(i)         Liquidity ratio:
Liquidity ratios are designed to measure the ability of the concern to meet its immediate and maturing debt obligations. Ratios in these categories will provide some indications in this regard. Following are the most commonly used ratios:


a)
Current ratio = Total current assets /Total current liabilities


This ratio measures the margin of safety to allow for unevenness in the flow of funds through current assets and current liabilities. Normally the current ratio should not be below 2:1. However, if the project enjoys a rapid turnover of inventories or can collect its receivable quickly, a lower ratio of 1.5:1 may be considered satisfactory. In interpreting this ratio, reference should, however be made to the proportion of various types of current assets and their relative quality.

b)
The quick ratio = (Current Assets-Inventories)/Total current liabilities.
(ii)
Leverage ratios:




i)  Debt-Equity ratio = Long term debt/Equity

ii) Debt Service Coverage ratio = (Profit after tax + Interest on long term loan + Depreciation)/(Installments + Interest on term loan)

iii) Fixed Assets Coverage ratio = Net tangible fixed assets/Long term debt.
(iii)
Activity ratios:

i) Inventory turnover ratio = Cost of goods sold or sales/ Average inventory (Average of opening and closing stock)
ii) Accounts Receivable Turnover ratio = Receivables/ Sales per day or per week
(iv)

  Profitability ratio:
i) Profit margin = Net profit before tax/ Sales

ii) Return on Investment = (Profit after tax + interest on long term loan)/ (Equity + Long term  loan)

iii) Return on Equity = Net profit after tax/ Average Equity (Average of opening and closing   equity)

6.10.12    Break-even analysis:

The basic strength of a project lies in its overall profitability. But it is equally important to know the point of sales, capacity utilization, level of production or price to cover the expenses and starts profit earning. The point of activity at which the project would neither earn profit nor incur loss is called Break-even point. 

Profit Volume (PV) ratio = Variable cost/sales

Breakeven point = Fixed cost/PV ratio
 

6.10.13   Internal rate of Return (IRR), Financial Rate of Return (FRR):

Internal Rate of Return (IRR) is that rate of return at which the NPV from the above investments will become zero. It is that rate of interest that makes the sum of all cash flows zero, and is useful to compare one investment to another.

Financial rate of return measures the potential earning power of a project considering time value of money covering entire life of the project. This is nothing but a discounting factor at which the value of total inflow of cash equates the value of total outflow of cash, i.e., net present value (NPV) is zero. The FRR is found out by interpolation of two discounting factors as under: FRR = Lower discounting rate + (NPV at lower discounting rate/(NPV at lower discounting rate minus NPV at higher discounting rate) X (Higher discounting rate minus lower discounting rate)) 

6.11 Securities against various types of Advance

Land and buildings:- 

Land and buildings have become increasingly more acceptable securities in the recent past in many countries, mainly due to steady inflation. These assets assume special importance as securities where the borrower has already tied up his other tangible assets for other advances.  Land and buildings are accepted as collateral with increasing reliance, in modern banking to strengthen the bank’s security and reduce the risk factor considerably.

The borrower wishing to charge land as security will usually have legal estate being either a freeholder or leaseholder. The procedure to be adapted to perfect security over freehold or leasehold land will depend on whether the title is: 

Registered

&

Unregistered

It should always be remembered that the word land denotes not only the ground but also any building or fixtures upon it. Consequently, if the borrower creates a mortgage of his land in the Bank’s favor and then proceeds to build a factory on that land, the building automatically becomes part of the Bank’s security. Branches should obtain as near an accurate valuation as possible of the real estate offered as security.

House: Accurate valuation should be done by comilla branch manager/ credit officer and also by the enlisted surveyor of the bank. The valuation will be influenced by the type of title, i.e. freehold or leasehold, the type and size of the property, the state of repair, amenities etc.

Agricultural land:  A few additional factors should be taken into consideration other than above ones. For example, the acreage, the quality of land, accessibility to markets etc.

Factories and other industrial buildings: These are extremely difficult to value separately, even by the professional values. As a general rule, the more specialized the building, the more conservative should be the valuation when making the allowance for a forced sale.

The comilla branch Manager should be confident that the advance would be repaid by the borrower by the regular generation of adequate cash surplus from the business. An absolute reliance on land as security for the repayment of the loan should be avoided as the realized value of the security may deviate from the valuation or prove to be time consuming to materialize. 

Various statutes e.g. Transfer of Property Act, Rent acts, town and Country planning Acts, must be taken into account before accepting land as security. 

It should be checked whether the proposed mortgage has already created any tenancy. The right to create a legal tenancy should be restricted by the Bank’s mortgage term under which the Bank’s prior permission will be required.

► Method of charging 

In most cases, the Bank should obtain a certificate from a Panel lawyer certifying the authenticity of the documents. The genuineness of the owner and the validity of the documents for creating a mortgage. The branches should ensure that the property is not in any dispute encumbered and that there are not dues outstanding against it 

Where the repayment is expected from the rent of the property, the Bank should obtain a power of attorney from the owner to collect rent on his behalf. Also, where feasible, the Bank should obtain a letter from him addressed to the tenant requesting the latter to deposit the rent with the Bank. A separate letter should be obtained from him authorizing the appropriation of the rent received towards the adjustment of the advance.

The necessary list for documentation is generally the same except that the mortgage procedures might slightly vary. Here is the list.

►        Documentation
→ Demand promissory Note

→ Letter of Arrangement

→ Submission of original Title Deeds;

→ Extracts from the Property register,

→ Ground Rent Receipts
6.12 Summarized Description of securities & documentation

6.12.1 Advance against Fixed Deposits Receipts:

          Charge documents required:

D.P. Note (Single D.P. for individual and proprietorship concerns, Joint & Several D.P. for joint accounts and partnership business concerns and Joint D.P. for Limited liabilities companies, clubs, co-operatives, corporations etc.)
→ Fixed Deposits Receipts duly discharged by the owner(s)

→ Letter of Lien on FDR (1st party or 3rd party as the case may be)

→ Letter of Continuity (for continuing facility)

→ Letter of Disbursement (for loan)

→ Letter of Installment (for loan)

→ Letter of Arrangement (for all types of credit facilities)

→ Letter of Partnership along with registered partnership deed in   case of partnership account.

→ Resolution along with Memorandum and Articles of Association in case of accounts of Limited company and in case of corporation Resolution of Board along with Charter.

→ Personal Guarantee of the FDR holder(s) in case of 3rd party lien.

6.12.2 Advance against BSPs/ PSPs/ other Sanchay Patras/WEDB/ ICB unit certificates/ shares of listed companies:

D.P. Note (Single D.P. for individual and proprietorship concerns, Joint & Several D.P. for joint accounts and partnership business concerns and Joint D.P. for Limited liabilities companies, clubs, co-operatives, corporations etc.)

→ BSP/ PSP /Fixed Deposits duly discharged by the owner(s) along with original identity slip

→ Letter of Lien on BSP/ PSP /Stock / Share / ICB Unit 

→ Letter of Continuity (for continuing facility)

Surrender Form and Transfer Form duly signed by the owner of ICB Unit certificates and signature verified by the issuing authority.

→ Memorandum of Deposit of Shares signed by the borrower(s)

Form No. 117 (transfer form for shares) signed blank and signature verified by the concerned company’s share department

→ Letter of Authority for encashment signed by the owner of BSP/PSP/ WEDB/ ICB Unit

→ Letter of Disbursement (for loan)

→ Letter of Installment (for loan)

→Letter of Arrangement (for all types of credit facilities)

→ Letter of Partnership along with registered partnership deed in case of partnership account.

Resolution along with Memorandum and Articles of Association in case of accounts of Limited company and in case of corporation Resolution of Board along with Charter.

→ Personal Guarantee of the FDR holder(s) in case of 3rd party lien.

6.12.3 Advances (loans/OD/CC) against pledge of goods/ stock-in-trade:

D.P. Note (Single D.P. for individual and proprietorship concerns, Joint & Several D.P. for joint accounts and partnership business concerns and Joint D.P. for Limited liabilities companies, clubs, co-operatives, corporations etc.)

→ Letter of pledge 

→ Letter of Arrangement 

→ Letter of Continuity (for continuing facility)

→ Letter of Partnership along with registered partnership deed in case of  Partnership account.

Resolution along with Memorandum and Articles of Association in case of accounts of Limited company and in case of corporation Resolution of Board along with Charter. Personal Guarantee of the Directors in case of Limited liability company and of the partners in case of partnership business concerns. Letter of disclaimer in case of goods are stored /kept in a rented place or in a place not owned by the borrower.
6.12.4 Advance against hypothecated stock:

D.P. Note (Single D.P. for individual and proprietorship concerns, Joint & Several D.P. for joint accounts and partnership business concerns and Joint D.P. for Limited liabilities companies, clubs, co-operatives, corporations etc.)

→ Letter of hypothecation of goods 

→ Letter of Arrangement 

→ Letter of Continuity (for continuing facility)

→ Letter of Partnership along with registered partnership deed in case of partnership account.

Resolution along with Memorandum and Articles of Association in case of accounts of Limited company and in case of corporation Resolution of Board along with Charter. Personal Guarantee of the Directors in case of Limited Liability Company and of the partners in case of partnership business concerns.

Letter of disclaimer in case of goods are stored /kept in a rented place or in a place not owned by the borrower.
►Registration of Charge:

In case of limited companies where the Cash Credit facilities are allowed against hypothecation of stock, the following procedure is to be adopted for getting the 1st charge favoring bank registered with the Registrar of the Joint Stock Companies and Firms as per Companies Act 1994:   Submit Form XVIII duly filed in and signed by the borrower along with Letter of hypothecation 

 This charge must be created within 21 days from execution of the letter of hypothecation by the borrower
► Withdrawal of charge:


Bank withdraws charge created earlier with RJSC after the advance is adjusted in full and the limit is cancelled.

Submit Form No. XXVIII along with the prescribed fee before the Registrar, who will issue a certificate to the effect that banks charge has been satisfied.

→ Advance against Immovable properties
→ Charge documents
→ In case of equitable mortgage
Deposit of original Title Deed (in case the original deed is not prepared bank must obtain duly discharge delivery receipt of the original deed along with certified copy of the deed. In no case only the certified copy is acceptable).

Memorandum of Deposit of Title Deeds to be executed by the mortgagor(s) embodying the amount and nature of the loan /facility against which the mortgage has been considered. In addition the Memorandum shall also have to cover an undertaking on the part of the mortgagor to complete registered mortgage as and when the same has been asked by the bank.  Up to date non encumbrance certificate from the competent authority is to be submitted. Certified Mutation along with DCR in the name of the mortgagor to be submitted.

Certified C.S., S.A., R.S. Parcha is to be submitted to ascertain the chain of ownership. Up to date Land Tax Payment receipt. All relevant BIA deeds (certified copy and/ or photocopies are acceptable in case of indubitable customers. Up to date Municipal Tax Payment receipt (for the immovable property situated within municipal area).
In case of Registered Mortgage:

Deed of Registered mortgage to be executed (as per draft of DBBL’s Legal Advisor) to be registered with the respective Dist./ Sub-Registrar’s office.

Registered Power of Attorney to sell the mortgage property without intervention of the court to be executed in favor of bank by the mortgagors.

All other documents mentioned under equitable mortgage excepting memorandum of Deposit of Title Deed to be obtained in this regard.

In addition to the documents mentioned above, branch shall obtain following charge documents before the advance is allowed:

→ Demand Promissory Note

→ Letter of Arrangement

→ Letter of Continuity

→ Letter of revival

→ Letter of Partnership along with Registered Partnership Deed in case of Partnership accounts.

Resolution alongwith Memorandum and Articles of Association in case of accounts of Limited company and in case of corporation Resolution of Board along with Charter.

Letter of Guarantee signed by the partners of the firm and /or the directors of a company in their personal capacity.

6.13 Approval process of Credit

6.13.1 General overview on approval process:

A Credit Line Proposal is prepared for every borrower. If the credit facility is a revolving short-term facility, then the facility will be renewed every year and a new credit line proposal will be prepared annually to provide the basis for the renewal. If the facility is medium-term then an annual review of the facility will be required. However, in cases where the Bank has decided to adjust the facility up or down, a revised credit line proposal will be prepares whenever the need to adjust the facility has been agreed between the borrower, the comilla branch Manager and the Head Office Credit Division.

The credit Line Proposal originates in the branch and is completed by officer dealing with advances after the branch Manager has interviewed the borrower. The branch Manager and the credit officer both sign the Credit line Proposal when it has been completed to their satisfaction. 

Other additional information is also prepared to support statements made in the credit Line proposal and the whole “package” is either preserved on the customer file at the branch if the advance is within the branch Manager’s sanctioning authority, or if it is beyond his authority, a copy of the “package” is sent to H.O. The package normally contains the following papers, in addition to the Credit Line Proposal:

→ The spread Sheet.

→ Copy of the latest audited accounts, if available.

→ The Credit Report.

→ Copies of any other relevant correspondence with the customer.

The credit Line Proposals which are sanctioned within the branch Manager’s discretionary powers a copy of the proposal is to be sent to HO Credit Division and Loan Administration Monitoring Division for information. HO ensures that the credit line is within the Bank’s policy and fulfils all other conditions. 

The Credit Line Proposal which requires approval of the Managing Director or the Executive Committee of the Board will be sent to the HO Credit Division with recommendation of the Branch Manager. After review, the HO Credit Division prepares a brief for each credit line and presents it to the HO Credit Committee. If the amount is not within the powers of the Managing Director and falls under purview of the Executive Committee of the Board, the Committee will add its recommendations and the proposal is sent to the Executive Committee of the Board for approval as a memo of the Managing Director.
6.13.2 Post sanctions process:

After the credit Line Proposal has been finally approved by the appropriate sanctioning authority in the Bank’s credit organization structure it enters the post sanction processing stage. At this stage the signed credit line proposals is returned to the branch/ credit officers, following four further steps are to be taken by the branch manager before the borrower can use the credit lines that have been sanctioned to him. These steps are as follows:
· Convey offer /sanction letter to the borrower:

Branch credit officers perfect the security and charge documents considering the nature and the terms of facility and the securities and in accordance with the laws of the land. Head Office will provide guidance to branches from time to time in this regard. Where considered necessary advice of DBBL’s panel lawyers should be obtained. 

An account number is allocated to the new credit facility.  The account record is set up and borrower’s file is prepared.

When these four steps have been complied with, the post sanctioning process is completed and the borrower can draw on his account. From this point onwards the borrower’s account will be subject to the control procedures outlined later in this manual.

The instruction in the next sections must be followed by all branch Managers. Moreover, in some areas, for example perfection of security, the instructions are of a general nature. Head Office will need to issue detailed instructions in these areas.

· CONVEYING OFFER TO BORROWR:
The offer/facility letter is sent out to the borrower whenever the Bank sanctions or renews a credit facility in his favor. The facility letter is prepared at the branch after the signed credit line Proposal has been returned to the comilla branch Manager. The offer/ facility letter must be signed by the branch Manager before it is sent to the borrower.

The precise format of the offer/facility letter is to be determined by the branch to conform to legal requirements and will appear in the detailed HO instructions covering the completion procedures for security documents. However, the following requirements are common to all branches. Branch may also need to add special paragraphs in some cases. 

a) Borrower
: - Correct full name(s) of the borrower(s) with up to date recorded address 
 
   
should be written.

b) Subject 
: - Brief but precise details of each advance may be given.

c) Nature of facility: -Facility as per bank’s account head to be incorporated.

d) Amount 
: -        The amount of each credit facility would be provided 

e) Disbursement:-
Disbursement instruction /schedule (essential for term lending) to   

                                     be incorporated.

f) Repayment
:- i) in the case of term loans the following terms and conditions must be included the number of years over which repayments are to be spread.  The amount of each repayment installment inclusive of interest frequency of (usually monthly) repayments the date of first repayment installment due

ii) In the case of overdrafts: Repayment on demand review of the facility Six months or a year from the date of the facility letter
                                iii) In the case of letters of Credit/letter of Guarantee or other facilities:
                                     When due may be indicated.

g) Interest Rates:-The letter must include the following terms and conditions                            

                                       Relating to Interest rate.

The interest rate should be stated in the form X% p.a.

Interest will always be calculated on daily outstanding balances and charged to the borrower monthly or quarterly or yearly as the case may be (Normally interest to be charged on calendar quarterly basis).

A statement must be included in the interest section of the offer/facility letter to safe guard the Bank’s right to revise the rate at bank’s discretion from time to time.

h) Fees
Negotiation fees, Management fees, commitment fees and other fees may be charged to the borrower and to be incorporated as per terms of sanction.

i) Security -
A full and accurate listing of all security to be charged to the bank must be included in the offer/facility letter.

j) Expiry- Facility expiration date to be incorporated 

k)  Special conditions
Also a general statement should be included to inform the borrower that all clauses, terms, conditions, covenants etc. of the Bank’s standard charge forms apply to him unless expressly modified or varied by reference in the offer/facility letter to numbered clauses or paragraphs in the charge forms.

Special clauses may have to be included in some offer/facility letters to protect the Bank in cases where there are legal complexities relating to certain types of security, particularly property.

6.13.3    Guidelines for application of delegated authority for sanction of credit facilities:

Application of delegated authority:

Officers having delegated authority shall exercise the same with reasonable care/caution, keeping in view the interest of the Bank. The approving authority shall adhere to the regulations of the Bank, the Bank Companies Act 1991, Bangladesh Bank’s circular/ directives and instructions issued from time to time on credit restrictions, margin restriction, credit rules, credit duration and its repayments and other Govt. directives.

Application of authority by authorized officer:

Executives/Officers shall exercise their authority only when they shall be holding related positions or shall be posted in the related Division in Head Office. 

Special features:

a) Credit approval authority must be delegated in writing from the Board and acknowledged by recipients, and records of all delegations retained in CRM;
b) Delegated approval authorities must be reviewed annually by MD/CEO/Board;

c) The role of Credit Committee may be restricted to only review of proposals i.e. recommendations and review of bank’s loan port-folio;

d) Approvals must be evidenced in writing, or by electronic signature. Approval records must be kept in file with credit applications;

e) All credit risks must be authorized by executives within the authority limit delegated to them. The “pooling” or combining of authority limits should not be permitted;

f) The aggregate exposure to any borrower or borrowing group must be used to determine the approval authority required;

g) MD/AMD/DMD/Head of Credit Risk Management must approve and monitor any cross-border exposure risk;
h) A monthly summary of all new facilities approved, renewed, enhanced, and a list of proposals declined stating reasons thereof should be reported by CRM to MD/CEO.
i) The Managing Director, if deem necessary, may suspend/ decrease the delegated authorities of the subordinates;

j) Prime and other Banks to be listed with prior internal approval,
k) Security and / or collateral are to serve as SECONDARY source of payment. The underlying risk should be commercially viable and the PRIMARY source of repayment for facilities is to be clearly identified from the borrower’s asset conversion / operating cash flow of the business, 
l) The approval authorities will be subject to existing standard approved pricing structures of DBBL for lending,
m) Deviation of criteria and / or set policies, even if the facility is otherwise covered by these delegated authorities shall have to be referred to the Executive Committee of the Board on pre-facto basis. However, authority level for approval of waiver for risk coverage on stock and other assets which are taken as security against credit facilities, on a case to case basis and pursuant to merit of each case shall be exercised by the Managing Director, not withstanding, such facilities may have been approved by the EC of the Board or at other levels. The Managing Director will exercise such authority after having reviewed by Credit Committee,
n) Where facilities were approved by an authority but as per revised delegated approval authorities, such facilities and any enhancement / additional facility fall within the delegated authority of the lower tier, the latter shall exercise his authority for renewal / approval of such facilities without referring to higher tier;

o) With regard to facilities such as LDBP, SOD / Loan against Financial Obligation, Advance Against Cash Incentives and Housing Finance under FMO Loan Scheme, an authority is free to approve such facilities within his delegated authority irrespective of existence of other facilities to the same client which were approved by a higher authority; 

p) Where facilities were approved by a higher authority, any other facility, notwithstanding such other facility may fall within the delegated authority of lower tier, shall be referred to the same approving authority or beyond, if so required, excepting, however, facilities such as LDBP, SOD/ Loan (against Financial Obligation), Loans Against Cash Incentives and Housing Finance under FMO Loan Scheme; 

q) Where an authority is delegated with an ‘open limit’ for any particular type of facility, he is free to exercise such authority irrespective of existence of other facilities to the same client which were approved by a higher tier. The delegated authority shall be exercised by the authority concerned provided:

i) Standard Banking practices and procedures vis-à-vis lending norms have been applied to the credit approval process,

ii) Due credit evaluation process has been carried out.

iii) All proposals falling under the delegated authority of Managing Director and above have been reviewed by the Credit Committee before approval. However, proposals falling under the delegated authority of Additional Managing Director and below may not be required to be reviewed by the Credit Committee.
iv) All powers exercisable by an Officer / Executive in the lower rank shall be exercisable by the Officer supervising his work as and when required. 
r) At any point of time, the authority can not exercise total delegated approval authorities exceeding the amounts as under except open limit, LDBP, Advance against Cash Incentives, Secured Overdraft / Loan against Financial Obligation and Housing Finance under FMO Loan Scheme per client / group.

                          This Figure shown on Appendix -1

Verification of Title Deeds of Properties to be mortgaged (Credit Administration Division):

In case of advances allowed against mortgage of properties, title deeds and related documents like C.S., S.A., R.S. Parcha, Khatian., Mutation Certificate, Site Plan of land, Rent Receipt (up-to-date), Non-encumbrance Certificate, etc. are to be verified by panel lawyer or legal advisor of the Bank and possession of the owner over properties, its suitability as security and market value are to be verified. In case of advance against hypothecation and pledge of goods Letter of Hypothecation/Pledge, Letter of Disclaimer etc are to be obtained.

Valuation of Goods under Pledged & Hypothecation (Corporate Division/ Credit   Administration Division):

Valuation of goods and inventory under pledge or hypothecation shall be done under the following methods:

a) In case of imported goods landed cost or market price, whichever is lower.

b) In case of domestic goods Ex-Mill / Factory price or market price whichever is lower.

c) Where applicable, government fixed wholesale price or market price, whichever is lower.

Disbursement (Credit Administration Division):


The disbursing officer shall follow the Bank’s instructions relating to security of advances meticulously.

Investigation Rules (Corporate Division):

Financial soundness of borrower / proposed borrower, appraisal of advance proposal, Credit report and its preservation and obtaining of other important documents shall be done in strict compliance with the Bank’s rules and regulations.

Issuance of Sanction Advice and obtaining the borrower’s acceptance of terms and conditions of Sanction Advice:

Corporate Division shall convey the terms and conditions to the borrower in writing within 3 (three) days of receipt of Sanction Advice from Credit Division and shall obtain acceptance of the terms and conditions within 7 (seven) days in writing.

Endorsement of copy of Sanction Advice:

Credit Division shall send original copy of Sanction Advice to Corporate Division and endorse copy to Credit Administration Division for necessary action.

Maintenance of credit Sanction Register (Credit Division):

Sanctioning Officer shall maintain a “Credit Sanction Register” in their respective office and record all information of credit sanction chronologically. All rules, procedures and instructions of the Bank governing sanction and disbursement of   advances to be followed / carried out meticulously. The Schedule of properties is to be obtained from the Borrower.

6.14 Insurance

6.14.1   Hypothecated/ pledged goods to be insured:

Have all the goods hypothecated or pledged to the bank, insured against all risks unless otherwise specified by Head Office. In case where borrower has filed Cover Notes pending submission of Insurance Policies, the Cover Notes must accompany stamped receipts for premiums paid.

6.14.2   Assignment of policy:

Ensure that the policy is taken out either in the name of the bank or it is assigned to the bank. If an Insurance Policy has already been taken out by the borrower, endorsement of the policy in favor of the Bank and insertion of Bank Mortgage Clause must be ensured.

Where assignment is not taken, Insurance Policies should be taken out in the following manner.

DUTCH-BANGLA BANK LIMITED -

Account Messer’s

DUTCH-BANGLA BANK LIMITED. ----------------------------Mortgagee

Messer’s -----------------------------------------------------------------------------

Mortgagors

(In both the cases Bank Mortgage Clause should be inserted).

At no stage the goods should be allowed to remain uncovered against insurance risks.
6.14.3   Renewal of policy:

If any insurance policy has expired, take immediate steps to get it renewed either through the customer or directly by the Bank.

In case of direct renewal by the Bank debit the amount of insurance premium to the account of the customer.

6.14.4   Risk policy:

Risk policies shall be obtained from Insurance Companies, approved by the Bank up to ceiling fixed for each risk.
6.14.5 Insurance of full value:


Goods stored in goodowns must always be insured for their full value plus 10% irrespective of the amount of advance.
6.14.6 Renewal of facilities (in case of Private Ltd. 

           Co./Firms/Individuals only):

1. Renewal of revolving credit limits up to an aggregate amount of Tk300.00 million (within which funded facility of a maximum of Tk150.00 million) favoring a single client/group in the private sector, which are/were approved by the EC of the Board/Board as per current policy, shall be exercised by the Managing Director, for RENEWAL only for another term, provided, the authority is exercised pursuant to fulfillment/compliance of the following: 

· The account conduct and business transactions of the client for the relevant period of facility are to the satisfaction of the bank as per lending norms and standard banking practices;

· The renewal is solicited on existing terms and conditions;

· Regulatory requirements are duly complied with;

· Documentation formalities are perfected to the satisfaction of the bank; 

· Facilities to single client/group which fall within the large loan category as per Bangladesh Bank rule shall not be eligible for renewal under this delegated authority;  

· Deviation to criteria and/ or set policies shall have to be referred to the EC of the Board on pre-facto basis;

· In each of these cases review of Credit Committee is required.

2. The existing delegated authority levels of the Managing Director, Additional Managing Director and Deputy Managing Director shall be exercised at one step lower tier for renewal of facilities only pursuant to provisions at serial no. 1 above and fulfillment/compliance of the terms mentioned thereto with exception, however that, such cases may not need to be reviewed by the Credit Committee.
6.15 Monitor of credit operations

Advance allowed should be very closely watched to see whether the same are being conducted in accordance with the terms and conditions under which the limits were sanctioned or not. The result of the inspection should be an effective guide in sorting out the measures to be adopted in respect either of correcting the unsatisfactory operation of the advances or recovery of the same.

In order to ensure safety of advances, all advances shall be kept under supervision and thereby under control. This will include supervision at the time of disbursement to ensure proper utilization of bank credit, to supervise end use during the tenure of advance and to ensure that the repayment is regular.

6.15.1 Control of loans:

The procedures for controlling loans are explained in two parts:

(B.1) Branch control of loans, and
(B.2) Head Office controls of loans.
(B.1) Branch control of loans:
Branch control of loans has three main elements as follows:

(i) Setting up of the loan accounts:

The setting up of the loan accounts proceeds in the same way as the overdraft account. A loan account form as described in the case of overdraft account is filled in at the branch level for each new loan after the signed Credit line proposal is received from the Head office. In addition, the following information are required for loans:

→ Installment amount,

→ Installment frequency,

→ First installment due on, and

→ First repayment- Maturity date.

(ii) Review of loan accounts:

After the loan has been set up, it is reviewed monthly by the Comilla branch. The purpose of the review is to ensure that the monthly interest charges are being paid up and that repayment of principal are being made on time. Interest is charged on the unpaid installment and also on the payable but unpaid loan and interest amount during the overdue period and is included in next month’s interest charge.

The monthly review of loans takes two forms dependent on whether the borrower has a current account with the bank or not. If the borrower has a current with the bank, a voucher can be raised by the branch each month, debiting the borrower’s current account and crediting his loan account with the amount of interest and the repayment installments. If this procedures is followed, control of the loan is exercised through the over draft account.

If the borrower does not have an account with the Bank, then he must transfer funds from another bank to meet the monthly interest charges and periodic repayment installment. In such cases, branch credit officers should carry out the following procedure:

Diarize the repayment installment; on the due date, check if the installment has been received by the Bank from the borrower; if the installment has not been received, contact the borrower by letter or phone or physically meeting requesting payment; and charge the borrower interest on the overdue interest and the unpaid installment for the period of the delay.

When reviewing the loan accounts, the branch officer should, as a matter of priority, concentrate on the loan accounts where the borrower is defaulting on interest payments and loan installments. When a borrower defaults, the officer will immediately notify the branch manager. Either the branch manager or his assistant will contact the borrower to ascertain:

Whether the default is due to an oversight on the borrower’s part:  if this is the case, a revised date for payment of outstanding and installments can be arranged. The borrowers have to pay interest on the outstanding installment as well as the interest for the period of the delay;

Whether the default is due to temporary cash flow problems affecting the borrower’s business: 

 In this situation, the branch manager may have to consider rescheduling the loan installments; whether the default is due to serious financial problems which could lead to liquidation of the borrower’s business: In this case, the borrower may not  be able to repay the loan and it may be treated as a doubtful and all necessary steps should be taken consequent upon it; and Whether the default is due to willful attitude of the borrower:  In this situation, branch should take immediate steps at the beginning of the problems, identified by the branch. 

At the end of each month, the branch is required to prepare a monthly Loan Report and the report containing all kinds of loans and advances is sent to Head office for review. The report contains the following information:

a. Borrower
: 
The name of the account

b. Review Date
: 
The date by which the next review of the loan 


Will be carried out.

c. Sanction, Reference & date
: 
Date and reference number of the approved Credit 


Line Proposal.

d. Present limit
:  
Original amount of the loan approved in the Credit 


Line Proposal.

e. Drawing Power
: 
Only applies to overdraft: used by regions where 



reporting of overdrafts is on a manual basis.

f. Balance
: 
Outstanding balance on the account at the report date;

g. Security
: 
Short description of the type of security provided e.g. 


first charge over  property.

h. Collateral security value
: 
The current value of the security.

i. Margin (if any)
: 
Percentage of margin.

j. Repayment arrangement
: 
Amount of loan being repaid per month, quarter, six    


months or year, inclusive or exclusive of interest. 

k. Insurance Expires on
: 
Date when insurance on secured assets expires.

l. Remarks
:
Defaults are identified in this column: excesses and 


limits are also identified.

m. Line of Business
: 
Short description of borrower’s business.

(B.2) Head office control of loan:

The controls exercised by Head Office are as follows:

Monthly review of the Loan Statement by officers in concerned division; a program of regular branch/project visits by officers from concerned division.

Each of the officers in concerned division of Head office is responsible for reviewing the loan portfolios of branches. By comparing the statements with previous month’s statement they check the progress/ deterioration in repayment of loans and report to the competent authority.

In cases where there are apparent defaults on capital repayments or interest payments, the monitoring officer of HO should contact the branch to find out the reasons for the apparent defaults. He will ascertain: the borrower’s habits in repaying installment: in practice his repayments may vary from the schedule;

The borrower’s financial position: has the borrower run into financial difficulties? Will a recycling of loan repayments be necessary?

The credit officer of Head Office will also ensure that the monthly grand total of all balances on each of the various types of loan account reported by each branch agrees with the total shown in the monthly statement of affairs. The check must always be carried out because it varies whether the branches in the monthly Loan Report have included all loans.

6.16 Controls of other credit facilities

This section deals with the controls over the following other types of credit facilities which form an important part of the Bank’s advances port folio:

6.16.1 Bills purchased/ discounted

6.16.2 Letters of credit and Pads

6.16.3 Letters of Guarantee

6.16.4 Cash credit.

6.16.1   Bills purchased:

The term “bills purchased” is used to describe short-term loans granted against documentary or clean bills. Thus the branch “buys” the bill, its “price” being the amount of the loan granted against the bill. The term “bills discounted” is used to describe short-term loan granted against the security of bills where interest amount on loan is deducted from the face value of the bills at the time of discounting the bill. Thus net amount is credited to the borrower’s account. The loan is liquidated through the proceeds of the bill. 

A bill purchased / discounted facility is subject to an approved limit, which is reviewed annually through the Bank’s sanctioning system. The Bank will purchase / discount bills from the drawer up to the limit approved by the credit line proposal. The bills can be denominated in any of the major trading currencies.

The controls over the bills purchased / discounted exercised by the branch manager are as follows: report on the creditworthiness of the drawer; report on the creditworthiness of the drawers; consideration as to the type and quality of the goods, if any, covered under the bills; level of margin allowed on bills: the higher the margin, the lower the Bank’s assessment of the risk of the lending to the customer against the security of the bill; comparison of the value of bills outstanding within the approved limit; investigation of bills that are outstanding for an unreasonable period or have matured but have not been paid; & Verification of the Bank’s legal title to the goods.

The report on the creditworthiness of the drawer of the bill is completed at the time of the preparation of the credit line proposal. Credit reports on the drawers of the bills must be obtained every 6 months by the branch manager from the correspondent bank or a local branch of the Bank. The branch manager will not purchase any further bills if the credit reference is unfavorable.     

The level of margin allowed on bills besides other factors depends on the type and quality of goods covered under the bill. The margin is calculated as a percentage of the face value of the bill.

The limits of bills purchased / discounted that are sanctioned in the Credit Line Proposals are compared with actual outstanding whenever a new bill is submitted to the Bank for purchase. When an EOL occurs, approval must be given to the purchase action by the branch manager and, if necessary, by appropriate sanctioning authority. All EOL on bills purchased / discounted must be reported monthly by each branch to Head office like EOLs in case of other types of advances. 

The branch manager must also report the position each month to Head office. The monthly reports carry the following details:

Date of purchase
: 
Date of purchase of bill

Customer
: 
Borrower’s full name

Limit (if any)
: 
Amount of sanctioned limit

Bill amount (Foreign or Local Currency)
: 
Self-explanatory

Usance & Due date
: 
Period of usance and due date, if known

To whom sent for collection
: 
Full name of corresponding bank to which 


the bill is sent for collection.

Goods- description & quality
: 
Self-explanatory

Consigned from/to
: 
Names of places from where the goods are 


shipped and their    destination

Margin held (if any)
: 
Percentage of margin

Remarks
: 
Self-explanatory

The branch manager must follow up on all overdue bills by writing to the borrower each month, listing all bills, which have not been paid on their due date. Collection of bills will often depend on the exchange control and import policies that will be operative in the countries of the drawer. It is for Head office to decide the length of the credit period to be allowed to the drawer and to decide when to consider a bill purchased / discounted as an over due bill, take appropriate action, etc. 

While purchasing / discounting a bill the branch manager must carefully examine the document of title to goods accompanying the bill to ensure that the Bank has a legal title to the goods covered under the bill of exchange.

6.16.2 Letters of credit:

i) 
The documentary Letter of Credit (LC) is an important method of setting debts in international trade and is a main source of short term import finance for many of the Bank’s customers. This section concentrates on the various controls over the opening and settlement of LCs that are operated by the Bank at branch and Head office levels.

A typical LC transaction involves the following main steps:

► 
The applicant, who is importing goods from a foreign country, requests the Bank to open an LC in favor of the exporter (the beneficiary): the applicant may have an LC credit line approved by Credit Line Proposal or the LC may be a single transaction approved by a sanctioning authority at an appropriate level. The applicant must be a known good customer of the Bank or at least his background references should be indubitably good. He must fill in the standard application form requesting the bank to issue a LC.

► 
The branch manager reviews the LC application and decides whether to agree the request: in making this decision, the branch manager should make several checks (explained later).

►
 If the applicant’s request is approved by the branch manager, the LC is issued by the Bank. Two things can then happen to the LC: either the exporter makes the shipment before the expiry date of the LC or he does not make the shipment – in the later cases the LC is void and ceases to be a contingent liability of the bank.

► 
If the goods are shipped before the expiry date, the exporter will produce the documents required by the LC as evidence of shipment to the negotiating bank who will then forward the documents to the bank:
►        Government import regulations the advising bank may pay the beneficiary on sight of the bill, on its acceptance or on negotiation of documents depending on the terms of the LC. In some cases where a term bill is drawn by the exporter the bill may be accepted and the face value of the bill will be payable to the holder when the bill matures.

The Bank as the issuer of the LC settles the payments with the negotiating bank.
Finally the bank advises the negotiation of the bill to the customer and obtains reimbursement in one of the following ways: 
Debit the customer’s current account, if held at the branch, when sufficient credit balance exists;

ii)   
Debit the customer’s overdraft facility if it is under limit;

iii)
 Use a PAD account, the PAD account is subject to strict control at the branch and at Head    office (explained later).

The checks applied by the branch manager before opening a LC are as follows:

If an LC credit line limit has been granted, the outstanding balance of LCs opened, outstanding balance of the bills received against LCs previously opened, and the amount of new application, must be compared against the approved limit, separate limits must be maintained for sight and usance LCs. If the total balance after adding the new application is under the limit, the LC will be approved if it satisfies the other control criteria explained below. If the limit would be exceeded and an EOL would occur after approval of the application, the opening of LC needs further analysis.

If the LC is a one-time transaction with a customer who does not have a credit limit, the following checks must be applied:

The credit worthiness of the customer must be checked by obtaining reliable credit references from the other banks or reputable credit agencies; the customer’s recent financial accounts, preferably audited, must be obtained and analyzed if they are available; before approving the LC application, the branch manager very carefully assess the risk to the bank in the LC transaction: in order to minimize the risk, he must decides the proportion of the value of the LC that must be paid by the importer before he can take the possession of the goods; 

The branch credit officers must check all details of the LC transaction, particularly the nature of the goods, their marketability, the countries involved in the transaction, the conditions for setting the LC, and the since which must not exceed the period approved in the Credit line proposal. From time to time, International Division will issue instructions naming countries and goods, which, in the opinion of the bank involve excessive financial risk; these instructions must be very strictly adhered to by all branches.

The branch manager must also decide the margin at which he is prepared to conduct the LC transaction: this consideration applies equally to one time transaction and to LC transaction with established customers under a credit limit. As in the case of cash against documents, the branch manager must take an assessment of the level of risk to the bank in the LC transaction.

The LC application must be completed in full and the signatures of the branch manager, his assistant, the applicant and the guarantor must appear on the back of the form.

When the Bank issues an indemnity, the Bank’s liability should be recorded by passing the following entries:

→ DR. Customer’s liability for letters of credit issued,

→ CR. Banker’s liability for letters of credit issued,

The entries are reversed when the Bank receives documents from negotiating Bank or the LC expires.

When the documents arrive, the branch must check them to ensure that- they conform to the LC issued by the Bank: all documentation must be consistent with the original application; all documents that are required to comply with the importing country’s regulations have been provided.

In cases where the discrepancies occur, the branch manager must inform the negotiating bank immediately, and within 48 hours from the receipt of documents, that the documents are being held at the disposal of the negotiating bank or are being returned. If reimbursement has already been obtained by the negotiating bank, a demand for the fund should be made.

The next control point is at the time the customer pays the Bank. As mentioned earlier, there are the following main ways that a customer can pay:

► Debit the customer’s current account,

► Debit the customer’s overdraft facility, &

► Debit the payment against documents (PAD) account.

The above first two methods will be used when there are sufficient funds in the customer’s account or sufficient room in his overdraft limit to accept the debit without causing an EOL. The concerned officer of the branch must check the customer’s balance before debiting his account to ensure that an EOL will not occur.

6.16.3 Letters of Guarantee:

If an EOL would occur as a result of this debit, the branch manager should process the transaction as in the case of EOL in other types of advance account. Sanction at the appropriate level should be obtained.

Documents supporting the debit to PAD account should be kept in the Bank’s custody. Adequate follow up should be made with the customer to retire the bill as soon as he can. The branch should also ascertain the expected date of arrival of goods. This date should be diarized. If the customer fails to retire the bill before the arrival and delivery of goods, arrangement may be made to clear and store the goods safely. Arrangement for insuring the goods should also be made. Such cases should be immediately reported to Head Office for necessary instructions. Documents must not be parted with until the customer pays in full for the bill.

In the case of usance LCs, the customer will have, in effect, been allowed some period of credit in which to settle the LC. The branch manager must ensure that diary records are maintained for each customer opening since LCs at his branch. The diary records should show LC numbers, due date of each LC, and the amount to be paid by the customer. On due date, the customer’s current account or overdraft facility should be debited. If an EOL occurs the branch manager will follow the procedures already described earlier.

6.16.4   Cash Credit:

The procedures for controlling cash credits are two parts:

► Branch control of cash credit accounts.
► Monthly/ quarterly control at Head Office.
► Control at Branch:

The control procedure for cash credit at the branch level is similar to control procedure for overdraft accounts. An account is set up and its details are checked through the relatives’ reports. Daily control is essential while posting in cheques; similar to overdraft accounts. Debit balance is matched with the drawing power available in the account. The branch should do proper control of security and its periodical checks.
► Control at Head office:

At monthly intervals the branch manager should provide the Statement of Cash Credit facilities which will include, among others, the following:

Name of the client,

Limit sanctioned with sanction and expiry date,

Details of security held with present value,

Account performance (including debit balance, credit balance, average balance etc.

The concerned divisions of Head office will analysis/ review the above statements and report to the competent authority with findings.

         Inspection by Head office for all facilities

To have a full control over the client and its business undertaking/ project, inspection is a must. The purpose of the visit will be, among others, the following:

Deviation, if any, from the assumption based on what the facilities were extended and reasons thereof,

Justification for renewal/ enhancement of the facilities, if any; Careful analysis of the up dated financial statements of the business undertaking/ project; & whether there are any default/ past dues in loan tenure. If any such event occurs, then to identify the reasons therefore.

6.17 Handling of Delinquent Loan

Despite the extreme care exercised in the sanctioning and control procedures, it is still possible that some advances may become doubtful because of adverse changes in economic conditions seriously affecting the borrower’s business or his personal financial position.

All lending decisions involve an element of risk to the Bank, because future economic conditions cannot 
be predicted exactly. Therefore, an important area in advances control is- identification of delinquent advances, and monitoring of the delinquent accounts
6.17.1 Identification of Delinquent Advances

The identification starts with the branch manager. As part of the control mechanism, the branch manager is monitoring advances regularly during the week; he or his assistant may check on large accounts daily and review the smaller accounts at weekly intervals. The branch manager will be looking at the health of the account and will use the following criteria: in the case of overdrafts; turnover, Conduct of the account against the limit sanctioned by the Bank at the last credit line review. In the case of loans; adherence to the repayment schedule agreed with the borrower, either when the loan was sanctioned, or at the last rescheduling in the case of bills purchased and letters of credit; Payment of the bill by the drawee at the destination on the maturity date or in the event of non-payment by the drawee, by recovery from the drawer of the bill (borrowed) in the case of contingent facilities: letters of credit should be checked to ensure the reliability of the seller of the goods and the legality of the transaction; in the case of letters of guarantee, the details of the contact and the period over which the guarantee is valid should be checked: performance bonds and bid bonds also involve additional checks to ensure that the contractor has carried out similar work previously.

 In addition the branch manager should also keep a watch on declining sales, reducing profits and profitability, deterioration in the financial ratios, if any.  He should remain vigilant of external factors such as non-availability of a particular raw material, delays in payment by Government Agencies, declining market for a particular product, financial weakness of a guarantor etc. These factors have a direct bearing on the health of a borrowing account.

When he carries out his daily and weekly reviews, the branch manager will first look at the latest balance sheet on the account. If this balance meets his control criteria, no further investigation of the account will be necessary. However, there will be some accounts whether further detailed examination is called for, either because the account has already been identified as an irregular account, or because the balance on the account has not moved in an expected manner since the last review. In these cases, the branch manager can call up the following data for further investigation of the account: customer statements; recent transactions on selected accounts; weekly report on Excess over Limit; weekly temporary overdrafts report; monthly loan report; Credit line review report. This report gives a very comprehensive view of the account in terms of transaction value and of maximum, minimum and average balances each month and also provides a clear indication of the trend in the turnover and balances on the borrower’s account over a period of time.

Therefore, the branch manager has a range of quantitative information to help him identify potential bad debts. The branch manager will be looking for three signals that either confirms that the borrower is in the doubtful category or indicate that he may be moving into this category: persistent excess over limit (EOL) on the borrower’s overdraft account indicating that he may be over trading; a fall in turnover, indicating that the business is in decline: in some instances the turnover may be cease altogether and this could indicate that the borrower is in serious financial difficulties; Defaulting on loan repayments or on repayment of bills payable at their maturity date, indicating that a business may be in financial difficulties.

Whilst any of the above signals must be treated as an important indication of possible problems with a particular account that must be followed up, sometimes further investigation will reveal that the account is not moving in to the doubtful category.  For example, a persistent expansion, which requires an increased overdraft limit, justifiable in terms of gearing between internally generated capital and borrowed funds. Alternatively, a persistent EOL may indicate that the borrower’s credit facilities need to be restructured, the “hard core” part of the overdraft being converted in to medium term loan. Also turnover reductions must be interpreted carefully. A complete stop in turnover may mean that the borrower has gone to another bank, not that he is going out of business. However, it is part of the branch manager’s review function to ascertain the true status of each account so that he is well prepared for HO's periodic review. Also these signals from the control system must be followed up discreetly with the borrower. The branch manager must use them as a basis for discussion with the borrower about the present state of his business and future prospects.

Besides these quantitative indicators, the branch manager must also have qualitative information on all borrowers obtained from third party sources so that he has a complete view of his clients. The qualitative information may take the form of periodic market reports. The branch manager, being an important figure in the local business community, should develop ready access to information of this sort through his network of contacts in the area.

So, any advance account where any one or more of the following features is present should be categorized as a delinquent account:

No turnover on the account for a period which exceeds the normal cash flow profile of the borrower’s business and the borrower has not co-operated in regularizing or adjusting the account; persistent excess over limit (EOL) which are not explained by healthy business growth; repeated defaults on loan repayments which have occurred after rescheduling; apprehension of financial weakness of the borrower/guarantor(s) or danger  to Bank’s security or collateral which may jeopardize Bank’s ability to recover in full its dues at any stage; account is showing signs of weakness for other reasons, e.g. non co-operation on the part of the borrower in completing / regularizing charge documents, security or adverse trends in the balance sheet and profit and loss account; legal notice has been served by the Bank on the borrower/guarantor(s) recalling the advance; a lawsuit has been filed by the Bank against the borrower or guarantor(s) for recovery of the advance; notice has been served about bankruptcy or liquidation proceedings against the borrower. It has not been possible to locate the borrower.
6.17.2Monitoring of the delinquent accounts:

After a delinquent advance has been identified by the branch manager and confirmed by Head Office, it must then be monitored through monthly and quarterly reporting to Head Office. The first stage in the monitoring system is to meet the borrower and give him the opportunity to regularize his account. Normally he will be given a time limit to regularize his affairs and to provide plans for solving his financial problems. Branch office, in consultation with the borrower and with the permission of the Head office, will make a recovery plan. This recovery plan and/ or restructuring of the facilities may be either accepted or rejected.

If the recovery plan is rejected or if the recovery plan previously accepted by the Bank does not work, then the borrower may be given some more time to solve his financial problems if they appear to be temporary and if extra time is all that the borrower needs to develop a practical solution. However, if the problems appear intractable, then either of the two things may happen: the bank may file a lawsuit against the borrower as well as the guarantor to attempt to recover the outstanding balance on the advance account; and The borrower may be declared bankrupt through law proceedings. In either of these cases, interest on the advance will not be credited to the Bank’s income account, but will be credited to interest suspense account instead. The borrower’s loan overdraft account will debit with the interest charge as usual.

6.18 Varies types of Return & statements
Detailed credit information is extremely important for Management Information purpose and a statutory requirement from the regulatory authority i.e. Bangladesh Bank. The branches are the basic sources of such information. The information will be compiled finally at the head office Returns/Statements section under Loan Administration and Monitoring Division. Subsequently, the Head Office after fulfilling all regulatory requirements sends the statements depicting a picture of the entire bank.  The timely reporting of credit information will not only help in streamlining all sorts of credit data but also help in getting loan applicant's information from the Central Bank database and expedite approval process. The statements will of two types:

External

&

Internal

6.18.1 External 

► Statement of Large Loan: 

From Tk. 1.00 crore to below Tk. 10.00 crore

Tk. 10.00 and above. 

Frequency of the statement: Monthly. Due date for submission to Head Office: Within 4th of the month following the respective month. Due date for submission to Bangladesh Bank: Within 7th of the month following the respective month.
►   Statement of recovery of overdue and classified loan: 

Frequency of the statement: Monthly. Due date for submission to Head Office: Within 4th of the month following the respective month. Due date for submission to Bangladesh Bank: Within 15th of the month following the respective month.
► Statement of Credit (rescheduled/increased/newly sanctioned) schedule of Tk. 1.00 core and above: 

Frequency of the statement: Monthly. Due date for submission to Head Office: Within 10th of the month following the respective month. Due date for submission to Bangladesh Bank: Within 20th of the month following the respective month.
► Statement of Loans and Advances made to Govt. Institution/Autonomous Corp./major non-financial public enterprises and their units/other non-financial public enterprises/local authorities/other financial institutions (excluding public deposit money banks) etc.:

Frequency of the statement: Monthly. Due date for submission to Head Office: Within 10th of the month following the respective month. Due date for submission to Bangladesh Bank: Within 15th of the month following the respective month.

► Statement of Advances and Inland Bills Purchased/discounted:

Frequency of the statement: Monthly. Due date for submission to Head Office: Within 10th of the month following the respective month. Due date for submission to Bangladesh Bank: Within 20th of the month following the respective month.

► Credit Information Bureau (CIB) Form-01 (to be submitted on prescribed form as well as in diskette):

Frequency of the statement: Monthly. Due date for submission to Head Office: Within 3rd of the month following the respective month. Due date for submission to Bangladesh Bank: Within 10th of the month following the respective month.

► Credit Information Bureau (CIB) Form-01 (to be submitted on prescribed form as well as in diskette):

Frequency of the statement: Quarterly due date for submission to Head Office: Within 3rd of the month following the end of the respective quarter. Due date for submission to Bangladesh Bank: Within 10th of the month following the end of the respective quarter.

► Statement of Industrial Credit:

Frequency of the statement: Quarterly due date for submission to Head Office: Within 7th of the month following the end of the respective quarter. Due date for submission to Bangladesh Bank: Within 15th of the month following the end of the respective quarter.
► Loan extended to Directors of DBBL/business establishments where directors of DBBL have interest:

Frequency of the statement: Quarterly due date for submission to Head Office: Within 7th of the month following the end of the respective quarter. Due date for submission to Bangladesh Bank: Within 15th of the month following the end of the respective quarter.

► Loan extended to Directors of other banks/business establishments where directors of other banks have     interest:

Frequency of the statement: Quarterly due date for submission to Head Office: Within 7th of the month following the end of the respective quarter. Due date for submission to Bangladesh Bank: Within 15th of the month following the end of the respective quarter. 

► SBS-3:

Frequency of the statement: Quarterly due date for submission to Head Office: Within 10th of the month following the end of the respective quarter. Due date for submission to Bangladesh Bank: Within 15th of the month following the end of the respective quarter.

 ►Statement of Suit Filed and Suit Settled in Artha Rin Adalat:

Frequency of the statement: Quarterly due date for submission to Head Office: Within 10th of the month following the end of the respective quarter. Due date for submission to Bangladesh Bank: Within 15th of the month following the end of the respective quarter.

 ► Statement of Overdue Loans Advances:

Frequency of the statement: Quarterly due date for submission to Head Office: Within 10th of the month following the end of the respective quarter. Due date for submission to Bangladesh Bank: Within 30days of the following the end of the respective quarter.

► Statement of Sector-wise Outstanding Loan:

Frequency of the statement: Quarterly due date for submission to Head Office: Within 10th of the month following the end of the respective quarter. Due date for submission to Bangladesh Bank: Within 30days of the following the end of the respective quarter.

► Loan Classification and provisioning (All basic forms and form CL01-CL06):
Frequency of the statement: Quarterly due date for submission to Head Office: Within 10th of the month following the end of the respective quarter. Due date for submission to Bangladesh Bank: Within 30 days of the following the end of the respective quarter.

► Statement of Irregular Loans Sanctioned and Disbursed:

Frequency of the statement: Quarterly due date for submission to Head Office: Within 10th of the month following the end of the respective quarter. Due date for submission to Bangladesh Bank: Within 30 days of the following the end of the respective quarter.

► Statement of Outstanding and Classified Loans & Advances: 

Frequency of the statement: Half Yearly due date for submission to Head Office: Within 7th of the month following the respective half-year end. Due date for submission to Bangladesh Bank: Within 30 days of the following the respective half-year end.

►Personal Loan Scheme to purchase consumer goods:
Frequency of the statement: Half Yearly due date for submission to Head Office: Within 15th of the month following the respective half- year-end.  Due date for submission to Bangladesh Bank: Within 30 days of the following the respective half-year end.

► Statement of Suit filed with two additional Judge Court, Bankruptcy and 3 Artha Rin Adalat in Dhaka and Chittagong:

Frequency of the statement: Half Yearly due date for submission to Head Office: Within 7th of the month following the respective half-year end.   Due date for submission to Bangladesh Bank: Within 15th of the month following the respective half-year end.

► CIB (Outstanding 50 thousand to below 10 Lac):

Frequency of the statement: Quarterly due date for submission to Head Office: Within 10th of the month following the respective quarter end. Due date for submission to Bangladesh Bank: Within 20th of the month following the respective quarter end.

► Bank reforms Programs and Improvement of Loan Quality:
Frequency of the statement: Half Yearly due date for submission to Head Office: Within 15th of the month following the respective half-year end. Due date for submission to Bangladesh Bank: Within 1month following the respective half-year end.

6.18.2 Internal:                                        

► Statement of Large Loan (For Tk. 10.00 million and above):

Frequency of the statement: Monthly due date for submission to Head Office: Within 7th of the month following the respective month.

►Statement on Liability Position of Garments Industries:
Frequency of the statement: Monthly due date for submission to Head Office: Within 7th of the month following the respective month.

► Statement of Overdue Accounts :

Frequency of the statement: Monthly due date for submission to Head Office: Within 7th of the month following the respective month.

► Statement on Facilities Sanctioned under Delegated Authority:

Frequency of the statement: Weekly due date for submission to Head Office: Within 3rd day of the week following the respective week.

► Position of Loans and Advances:

Frequency of the statement: Monthly due date for submission to Head Office: Within 7th of the month following the respective month. Position of Accounts under various Schemes like: Duranta, Rider, Comfort Cab, Small Shop   

► Financing and Consumer Credit Scheme:
Frequency of the statement: Monthly due date for submission to Head Office: Within of the month following the respective month.

►  Position Paper on Credit Proposals Received Approved, Declined/Forwarded to Head Office:

Frequency of the statement: Monthly due date for submission to Head Office: Within 7th of the month following the respective month.

►Position Paper on Classified Accounts:

Frequency of the statement: Quarterly due date for submission to Head Office: Within 10th of the month following the respective quarter.

6.19 Disbursement of Loan

6.19.1. Loans:
Advance made in a lump sum repayable either on fixed installment basis or in lump sum having no subsequent debit except by way of interest, incidental charges, etc. is called a loan.

After creation of loan, there will be only repayment by borrower. The whole amount of loan is debited to the customer’s name on a loan account to be opened in the ledger and is paid to the borrower either in cash or by way of Credit to his current or savings account.

6.19.2 Cash Credit:
Cash credit as a form of advance is a separate account by itself and is maintained in a separate ledger. The borrower may operate the account within stipulated limit as and when required. The drawings are subject to drawing power. 

Cash credit is an active & running account to which deposit and withdrawals may be made frequently. The debit balance of the account on any day cannot exceed the agreed limit.

6.19.3 Loan against imported Merchandise (LIM)

When the importer fails to retire the documents or requests for clearance of goods, the outstanding under PAD or B/E is transferred to “Loan against imported Merchandise (LIM) account” and, the overdue interest from the date of accompanying Bill of Exchange or negotiation date to the date of transfer to LIM account is charged. 

The advances against merchandise account is a loan account and only amounts for clearance charges, such as, custom duty, sales tax, etc. are allowed to debited.

6.19.4 Long Term loan
Long-term loan is meant for setting up of a project/ industrial undertaking, i.e. financing for the development of the infra structural facilities including procurement of machinery, either from abroad or from local market

Disbursement may be made in one installment depending on the item for which financing is being offered or more than one installment matching with the equity investment of the borrower.

Disbursement of equity and loan shall be made strictly in accordance with the disbursement schedule incorporated in the loan sanction advice for implementation of the project within the stipulated period.

Disbursement of each phase is always subject to satisfactory utilization of previous phase. Utilization of phase wise disbursement must be verified by an Officer and Engineer of the Bank. In addition, branch must closely supervise the utilization of disbursement amount from time to time.

6.20 Credit Risk

Credit risk is the most significant and inherent risk in banking business. Every loan exposure or transaction with counterparty involves the Bank to some degree of credit risks. Credit Risk Management is at the heart of the overall risk management system of the Bank. It is designed and continuously updated to identify, measure, manage and mitigate credit risk to maintain and improve quality of loan portfolio and reduce actual loan losses and to ensure that approved processes are followed and appropriate due diligence are made in approving new credit facilities and renewals. 

6.20.1 Early warning system: 

Operation and performance of loans are regularly monitored to trigger early warning system to address the loans whose performance show any deteriorating trend enabling the Bank to grow its credit portfolio in a sustainable way to ensure higher quality and lower risk with the ultimate objective to protect the interest of depositors and shareholders.
6.20.2 Credit policy approved by the Board:

The Board approves the major policy guidelines, growth strategy, exposure limits for particular sector, product, individual company and group, keeping in view regulatory compliance, risk management strategy and industry best practice.

6.20.3Credit approval is delegated properly:

Credit approval authorities are carefully delegated to the Executive Committee of the Board and appropriate level of management to strike a balance between adequate control and flexibility in credit operations to ensure full transparency and accountability at all levels. 

6.20.4 Independent Credit Risk Management Division:

There is an independent risk management division to assess credit risks and suggest mitigations before recommendation of every credit proposal. 

6.20.5 Separate Credit Administration Division for documentation 

A separate Credit Administration Division confirms that perfected security documents are in place before disbursement. DBBL is continuing a unique process of rechecking security documentation by a second legal adviser other than the lawyer who vetted it originally. 

6.20.6 Independent Credit Monitoring & Recovery Division and Management Recovery Committee: 

An independent and fully dedicated credit monitoring and recovery division monitors the performance and recovery of loans, identify early signs of delinquencies in portfolio and take corrective measures to mitigate risks, improve loan quality and to ensure recovery of loans on time including legal actions. This department also monitors risk status of loan portfolio and ensures adequate loan loss provision. There is a dedicated and high-level management recovery committee to deal with the problem loans for early and most appropriate settlements. 

6.20.7 Adequate provision & suspension of interest:
Interest accrued on classified loan is suspended and adequate provision is maintained there-against as per Bangladesh Bank’s Guidelines. 

6.20.8 Credit operations are subject to independent Internal Audit:

Internal Control & Compliance Division independently verifies and ensures, at least once in a year, compliance with approved lending guidelines, Bangladesh Bank guidelines, operational procedures, adequacy of internal control and documentation. Internal Control & Compliance Division directly reports to the Audit Committee of the Board.
	

	 



7. Findings of the Study

 7.1 General Banking Department

 7.2 Credit Operation & performance of DBBL

 7.3 SWOT Analysis

7. Finding of the study:

The findings of the credit analysis and performance of DBBL have been outlined 

Below:

7.1 General Banking Department:

· The location of the DBBL, Comilla Branch is quite awkward for deposit mobilization, and the external and internal appearance is that much attractive.

· Though the space of the branch is much extended, so different function can be done very easily but I think the overall decoration of the entire branch is necessarily to be reconstructed for attracting actual and potential customers in competitive market.

· Accounts opening department is required to be well furnished with modern desk.

· Most of the officers, who work with computer, are not so well trained. If sometimes any problem arises they take time to overcome it.

· Payments against instruments are faster.

· Front Desk needs another permanent officer to perform the job quickly.

· The bank use software named Flex-cube Retail which is good but it needs lots of improvement to perform better and provide faster service to the customer.

· Though the bank personnel are very busy with their own activities, even then I found them quit co-operative while completing this report.

7.2 Credit operations & performance Evaluation of DBBL
· In terms of classified loan to total loan ratio DBBL is in a better position in the banking industry.

· The amount of unclassified loan of DBBL is significantly higher.

· Substandard category of classified loan of DBBL is almost lower than others bank.

· In Doubtful category of loan DBBL is much ahead of the others. While DBBL improved its position from 2009 to 2010.

· DBBL maintains general provision on unclassified Loans and Advances @ 3% instead of minimum requirement of 1% as set forth by Bangladesh Bank’s regulatory provision.

· DBBL provides 27% of its total advances as Term Loan and a substantial amount as working capital loan to support industrial development and boost up export earnings of the country.

· Percentage of Bad/Loss loans of DBBL has been decreasing.

· In terms of the ratio of total loans & advances to total deposit DBBL is behind the aggressive position.

· In terms of interest earning DBBL is ahead of the others for the last three years. 

· In terms of Return on Investment (ROI) DBBL is ahead of the others and in terms of Return on Asset (ROA) DBBL is behind the others. 

· DBBL’s sponsoring shareholders did not take any dividend for the initial 5 years in order to increase the capital base of the Bank.

· DBBL has been keeping higher amount of provisions for loans & advances but this is because of the increase in amount of loans & advances disbursed, not because of increase in amount of classified loan. This fact is revealed from the picture of specific provision which is kept for classified loan. The amount of specific provision of DBBL is much lower than the others and has been constant throughout the last three years.

· DBBL has set up the Dutch-Bangla Bank Foundation for carrying out social and charitable activities. From the last year, 5% of the Bank’s annual operating profit is earmarked for the Foundation which was 2.50% earlier. 

· Considering all the findings from the credit operations it seems that Dutch-Bangla Bank Limited is in a better position in banking industry.

PERSONAL LOAN

ELIGIBILITY : 

· Any salaried person

· Salary range

 : >TK17,000/-per month

· Job experience

 :  2 years

· Job status 

 : Permanent

· Special Condition 
 : Corporate customers should be preferred

EXPECTED LOAN AMOUNT :

	Customer Type
	Salary Range
	Exposure Amount

	General
	         TK25,000/-
TK25,000/- To 50,000/-
      TK50,000/-

	5 Times
7 Times
10 Times


	Power
	      TK25,000/-
TK25,000/- To 50,000/-
    TK50,000/-

	6 Times
10 Times
12 Times


	Power Plus
	     TK25,000/-
TK25,000/- To 50,000/-
    TK50,000/

	8Times
10Times
12Times



RATE OF INTEREST : 

· General Line 

: 17.50%

· Power Line 

: 15.50%

· Power Plus Line 
:14%

REQUIREMENT :

· Photograph

· Copy of TIN certificate

· Copy of Passport & National ID & Business card / Office ID

· Proof of residence

· Bank statements for last 6 months

· If salaried, latest original salary certificate / pay slip

· If self-employed, copy of trade license

· Guarantor 

FOREIGN EDUCATION LINE

AREA OR TARGETED CUSTOMER :

· Any A/C holder who want to go abroad for any purpose

· Need solvency certificate & bank statement for Embassy facing

EXPOSURE LOAN AMOUNT :

80% of customer's A/C balance.

RATE OF INTEREST AND TENOR :

16% & 6 months with renewal facility.

CHARGES :

1% of Loan amount.

AUTO LOAN

PURPOSE :

 Purchase of new and reconditioned vehicles for personal use only And post financing of availed car purchased within a year.

TARGET CUSOMER : 





Any credit worthy individuals like -

· Salaried executives

· Doctors, architects, engineers, Chartered Accountant, Consultant and IT professionals etc.

· Business person

MAXIMUM VALUE : 




    
 Max 90% of the car value.

TYPE OF CAR :



      

 In case of reconditioned vehicle the car will not later then 5 

      

years from the date of manufacture.

RATE OF INTEREST:




 General

Power Line
Power Plus Line

Regular 

: @15.00%

@14.50%
@14.00%

With 25% security 
: @14.50%

@14.00%
@13.50%

With 50% security 
: @14.00%

@13.50%
@13.00%

With 100% security
: @13.00% (or TD rate +2% spread)

PROCESSING FEE :





General : @1.5% of the loan amount





Power Line : @1% of the loan amount





Power Plus Line : @0.5% of the loan amount





With 100% Liquid security : Flat Tk.2,000/-

REPAYMENT TENOR :





12 to 60 months

BORROWER ELIGIBILITY :

· AGE : 

Minimum Age of applicant – 23 Years

Maximum age of borrower at the end of loan tenure, 65 years or 


retirement  age whichever  is earlier.

· MINIMUM MONTHLY INCOME : 

Salaried: TK25,000/-(Gross monthlyIncome)

Self-employed/businessman: TK50,000/


 (Average Monthly Income)

Additional Income : 

Rental Income : TK8,000/-  and above 


 (60%will be considered with valid income proof)

Co-applicant (Family members only) : 
at least TK 30,000/- together with valid income proof)

REQUIRED DOCUMENT : 

· Passport or Voter identity or driver license or Ward Commissioner’s certificate 

· Bill Copy of T&T or mobile phone to verify current address

· Photograph

· Business card / Office ID

· Letter of introduction as per our format

· Salary Slip or account payee salary account statement in case of salaried executives

· Rent or Lease Agreement of house / property (if applicable)

· Tax documents, if any (IT88, TIN certificate etc.)

· Copy of Trade Licence, Memorandum of Articles of Association etc. 

· Bank Statement for minimum 6 months for professionals/businessman

HOME LINE

· PURPOSE : 


-To buy new or old house/ flat 

      


-To construct house/ apartment. 




-For renovation/alteration/extension of existing house/ flat

       


-Taking over of the existing housing loan from other Bank/ 

 


Financial Institution

· TARGET CUSTOMER :





    Any credit worthy individuals like :

· Salaried executives

· Doctors, architects, engineers, Chartered Accountant, Consultant and IT professionals  

· Business person

· INTEREST RATE : 





Regular

: @14.50% 
14.00% 





With 25% security 
: @14.25%
13.75%





With 50% security 
: @14.00%
13.50%


With 100% security
: @13.00% (TD+2% spread)

· PROSESSING FEE & TENOR : 

      1% of the loan amount






New Flat / Construction
: Maximum 15 Years






Old Flat/House 

: Maximum 12 Years


Renovation


: Maximum 05 Years

· ELIGIBILITY :

AGE : 

       Minimum Age of applicant – 25 Years

  
 Maximum age of borrower at the end of loan tenure, 65 years or retirement       age whichever is earlier.

INCOME AMOUNT :




Salaried: TK40,000/-(Gross monthly Income)




Self-employed/businessman: TK50,000/- (Average Monthly 



                                                                  Income)




Additional Income : 




Rental Income: TK10,000/-  and above (60% will be 






  considered with valid income proof)


Co-applicant : at least TK 50,000/- together with valid income 

            proof.

DOCUMENTATION :

· Passport or Voter identity or driver license or Ward Commissioner’s certificate 

· Bill Copy of T&T or mobile phone to verify current address

· Photograph

· Business card / Office ID

· Letter of introduction as per our format 

· Salary Slip or account payee salary account statement

· Rent or Lease Agreement of house / property (if applicable)

· Tax documents, if any (IT88, TIN certificate etc.)

· Copy of Trade Licence, Memorandum of Articles of Association etc.

· Bank Statement for minimum 12 months for professionals/businessman

· Mortgage document.

SME CASH CREDIT 

PURPOSE : 



To meet up working capital requirement of  Business (Any valid 



business reason)

TARGET CUSTOMER : 

Small or Medium Entrepreneur like : an entity, ideally not a public limited company, does not employ more than 150 persons (if it is a manufacturing concern) and 50 persons (if it is a trading concern) and 50 persons (if it is a service concern) and also fulfils the following criteria :

· A service concern with total assets at cost excluding land and building from Tk.50,000 to Tk. 10 Crore.

· A trading concern with total assets at cost excluding land and building from Tk.50,000 to Tk. 10 Crore.

·  A manufacturing  concern with total assets at cost excluding land and building from Tk.50,000 to Tk. 20 crore.

LOAN AMOUNT :





Minimum TK. 100,000/-  





Maximum TK.5,000,000/-





      Maximum Loan Amount 




Clean 


                    Up to  Tk.  5.00 Lac

Collateralized


        Up to  Tk. 50.00 Lac


INTEREST RATE : 

Clean


  


: @14.00%

Collateralized




: @13.00%

Collateralized with ≥30% Cash Security
: @13.00%

With 100% cash security


: @TD+2% spread (considering  DBBL TD)







 
 @14% p.a. considering other cash 








security/other bank TD.

PROCESSING FEE : 






1% of the Sanctioned Limit. 

ELIGIBILITY :

Nationality

Bangladeshi by birth

Experience

As an entrepreneur must have experience at least 2 (Two) years. 

Age:

Minimum 21 years to maximum 65 years.

For renewal purposes maximum age may be considered upto 70 years. 

DOCUMENTATION :

General requirements:

1. Passport or Voter identity or driver license or Ward Commissioner’s  certificate 

2.Bill Copy of T&T or mobile phone or Electricity  bill to verify current  address


3.Photograph

4.Business card / Office ID


5.Rent or Lease Agreement of business house.


6.Tax documents, if any (IT88, TIN certificate etc.)

7.Copy of Trade License, Minimum 3 years

8.Bank Statement for minimum 6 months for professionals/businessman

       
9. If trading corporation , last 6 months purchase voucher & sales voucher



10. Guarantor 

Security Document 

· Photocopy of original title deed.

· C.S, S.A, R.S, DCR, Mutation and latest math Porcha

· Mutation Khatian duly certified by AC Land.

· Photocopy of Mouza Map

· Photocopy of bia deeds.

· Up to date Non-Encumbrance Certificate.

· Upto date ground rent receipt.

· No Objection Certificate from the concerned authority for mortgaging property (if applicable) 

SMART TERM LOAN

PURPOSE :



To meet up fund requirement of Business set up.

TARGET CUSTOMR :

Small or Medium Entrepreneur like :

an entity, ideally not a public limited company, does not employ more than 150 persons (if it is manufacturing concern) and 50 persons (if it is a trading concern) and 50 persons (if it is a service concern) and also fulfils the following criteria :

· A service concern with total assets at cost excluding land and building from Tk.50,000 to Tk. 10 Crore.

· A trading concern with total assets at cost excluding land and building from Tk.50,000 to Tk. 10 Crore.

· A manufacturing  concern with total assets at cost excluding land and building from Tk.50,000 to Tk. 20 crore.

LOAN AMOUNT :

Minimum TK. 100,000/-  

Maximum TK.5,000,000/-




               Maximum Loan Amount 




Clean              

              Tk. 5.00 Lac



Collateralized
                       
   Tk.50.00 Lac





INTEREST RATE :

Clean


  


:  @14.00%

Collateralized




: @13.00%

Collateralized with ≥30% Cash Security
: @13.00%

With 100% cash security


: @TD+2% spread (considering DBBL TD)






  @14% p.a. considering other cash 







security/other bank TD

PROCESSING FEE : 




1% of the loan amount 

TENOR : 6 to 60 months 

ELIGIBILITY : 

Nationality

Bangladeshi by birth

Experience

As an entrepreneur must have experienced at least 2 (Two) years.

Age:

Minimum 21 years 

Maximum age of borrower at the end of loan tenure, 70 years.

DOCUMENTATION :

General requirements:


1. Passport or Voter identity or driver license or Ward Commissioner’s certificate 


2.Bill Copy of T&T or mobile phone or Electricity  bill to verify current  address


3.Photograph

4.Business card / Office ID


5.Rent or Lease Agreement of business house.


6.Tax documents, if any (IT88, TIN certificate etc.)

7.Copy of Trade License, Minimum 3 years

8.BankStatement for minimum 6 months for professionals/businessman

     
      9. If trading corporation , last 6 months purchase voucher & sales voucher


    10. Guarantor 

Security Document 

· Photocopy of original title deed.

· C.S, S.A, R.S, DCR, Mutation and latest math Porcha

· Mutation Khatian duly certified by AC Land.

· Photocopy of Mouza Map

· Photocopy of bia deeds.

· Up to date Non-Encumbrance Certificate.

· Upto date ground rent receipt.

No Objection Certificate from the concerned authority for mortgaging property (if applicable)
7.3 SWOT Analysis of Dutch-Bangla Bank Ltd:

7.3.1 Strengths of DBBL:

· DBBL is the first Bangladeshi-European Joint venture Bank in Bangladesh. 

· DBBL directors do not avail of any facility or even any fee/remuneration from the Bank for attending Meetings of the Board/Executive Committee/Audit Committee.

· DBBL allows all local remittances such as TT, DD, and PO etc. free of cost.

· DBBL extends free medical facilities under its “Rural Health Service Program” to the members of the general public around the rural branches.

· DBBL supports humanitarian and charitable activities and causes and spends a substantial amount from its income for these purposes.

· DBBL promotes different socio-cultural and sports activities.

· DBBL awarded 500 scholarships to meritorious and needy students of the country till this year. From the year 2009, the number of scholarships will be 1250 for which the Bank will need to provide Taka 3.75 Crore each year.

· DBBL distributes up to 2.50% of its annual profit among its employees as profit sharing.

· DBBL’s objective is not only to make profit, but also simultaneously contribute towards social and human development through various generous activities.
7.3.2 Weaknesses of DBBL

· Lower rates of DPS & FDR

· Sometimes ATM booth does not properly work

· The poor quality of the ATM card

· DBBL is online based Bank, if sometimes occurs system problem, then most of the banking activities has been stop

· Lack of computers & others necessary instruments. 

7.3.3 Opportunities of DBBL

· The branch of DBBL increase very fast.

· Attract by the customer established huge number of ATM booth at different place.

· DBBL doing various types of social work & established their well reputation within the country.

7.3.4 Threats of DBBL

· In the CAMELS rating of DBBL down their rating.
· Most of the private bank DPS & FDR rate is higher than DBBL.
· Sometimes occurs online problem of the bank, so in this situation customer can deposits their money in another bank.
From my SWOT I found some Advantage and Disadvantage of this Bank. The overall performance of DBBL is moderately well, but if the bank gets outstanding performance then requires more emphasis the weakness points of the Bank.
	

	



8. Recommendations

9. Concluding Remarks

10.Bibliography

11.Appendix (01-09)

9. Recommendations:

Now some recommendations based on the findings of the study are given below:

· In cash department to ensure more prompt service and to reduce risk an electronic scanning machine should be installed to verify signature on the cheques.

· The officer of front desk should well mannered and of pleasing personality. They should be more professional in their work.

· The officers of the different department should be well trained. The organisation could arrange training program for them in their training institute.

· Transfer of internal instruments should be done quickly on the same day.

· Clearing cheques should be presented and collected on the following day receipt of such cheques.

· Out-station cheques and other instruments should be sent for collection on the same day by registered post.

· In case of instruments received for collection from outstation branches, payment should be effected by the following working day. Intermission/advice thereof should be communicated promptly.

· Balance confirmation on quarterly basis must be sent to CD/SB Account holders. Statement of accounts and passbook, if requested for, must be provided to clients.

· Bank personnel should come to office, at 15 minutes before commencement of business hour. This will enable them to plan their work for the day and to attend the clients at 10 A.M. sharp.

· At the peak-banking hour, Manager should move around CD/SB Departments and counters for overall supervision and smooth functioning of the branch.

· Counter should be neat and clean and counter personnel should be smart, tidy and well groomed.

· When customer approaches bank personnel with a problem, which is not actually related to him, the customer should not be avoided. Rather he should be guided to the relevant person.

· Special emphasis must be given for collecting credit report and status report of the borrower when loan exceeds more than fifty thousand.

· Strict supervision must be adopted in case of high-risk borrowers. Time to time visit to the project should be done by the bank official. 

· As the office deals with a huge number of clients in a day. Therefore, most efficient employees of this bank should send to this branch for greater work force productivity.

· Should place an electronic display board whereby the important information related to the banks products & schemes would be displayed.

· Put display on Front desk, cash, inquiry, retail loan etc.

· All the PC’s should be more modernized.

· To print the important & confidential office documents there should be at least one laser printer.

10. Concluding Remarks:

From the close practical inspection of customer dealing procedures during the whole period of my practical preparation in DBBL, Comilla Branch I have reached in firm and concrete conclusion in a very confident way. I believe that my realization will be in harmony with most of the banking thinkers. It is quite evident that to build up an efficient and effective banking system to the highest desired level computerized transactions is a must and DBBL used computer for the daily transaction but the speed of computer is not so high.

Besides, every bank has to survive amidst of a large number of banks including local and foreign banks. That’s why to keep pace with expected profit margin of the time being and for the future every bank should try heart and soul to please customers in a smart and trustily way and during my preparation time I talk with some client and they said they are happy with the service but to provide better and faster service more people needed. Because I saw a huge number of transactions occur daily in Comilla Branch. But quite regretful to mention that most of our bank face decreasing profit trend due to switch over of their present customers to those foreign with higher customer service facilities. So, timely decision for introducing sophisticated banking instruments should be taken as early as Possible. 

After taking effective and time defeating measures regarding efficient employees and instruments will help the DBBL to reach the summit of success with high profit and productivity & increase DBBL performance day by day.
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Figure:-Credit Approval Feature

   (Amount in thousand Taka)

	Sl. No.
	Authority
	Nature of client
	Facility
	Aggregate authority

(for new sanction)
	Authority

(for renewal)
	Aggregate Authority

(for renewal)

	
	
	
	Funded
	Non funded
	
	Funded


	Non funded
	

	1
	Managing Director
	Private Ltd. Co./Firms/ Individuals
	10,000
	50,000
	50,000
	150,000
	300,000
	300,000

	
	
	Public Ltd. Co.
	12,500
	75,000
	75,000
	-
	-
	-

	
	
	Govt./Semi Govt./ Autonomous Corporations
	20,000
	100,000
	100,000
	-
	-
	-

	2
	Additional Managing Director
	Private Ltd. Co./Firms/ Individuals
	7,500
	40,000
	40,000
	10,000
	50,000
	50,000

	
	
	Public Ltd. Co.
	10,000
	60,000
	60,000
	-
	-
	-

	
	
	Govt./Semi Govt./ Autonomous Corporations
	15,000
	80,000
	80,000
	-
	-
	-

	3
	Deputy Managing Director (Operation)
	Private Ltd. Co./Firms/ Individuals
	5,000
	25,000
	25,000
	7,500
	40,000
	40,000

	
	
	Public Ltd. Co.
	7,500
	30,000
	30,000
	-
	-
	-

	
	
	Govt./Semi Govt./ Autonomous Corporations
	10,000
	40,000
	40,000
	-
	-
	-

	4
	SEVP/ EVP
	Private Ltd. Co./Firms/ Individuals
	2,500
	10,000
	10,000
	5,000
	25,000
	25,000

	
	
	Public Ltd. Co.
	
	12,500
	12,500
	-
	-
	-

	
	
	Govt./Semi Govt./ Autonomous Corporations
	
	15,000
	15,000
	-
	-
	-

	5
	SVP
	Private Ltd. Co./Firms/ Individuals
	1,500
	5,000
	5,000
	2,500
	10,000
	10,000

	
	
	Public Ltd. Co.
	
	7,500
	7,500
	-
	-
	-

	
	
	Govt./Semi Govt./ Autonomous Corporations
	
	10,000
	10,000
	-
	-
	-

	6
	FVP
	Private Ltd. Co./Firms/ Individuals
	1,000
	2,500
	2,500
	1,500
	5,000
	5,000

	
	
	Public Ltd. Co.
	
	5,000
	5,000
	-
	-
	-

	
	
	Govt./Semi Govt./ Autonomous Corporations
	
	7,500
	7,500
	-
	-
	-

	7
	VP
	Private Ltd. Co./Firms/ Individuals
	500
	1,000
	1,000
	1,000
	2,500
	2,500

	
	
	Public Ltd. Co.
	
	2,500
	2,500
	-
	-
	-

	
	
	Govt./Semi Govt./ Autonomous Corporations
	
	5,000
	5,000
	-
	-
	-


Appendix-1
 Figure: Economic value addition by DBBL 
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Appendix-3

Figure: Highlights on the overall activities of the Bank for the years 2009 and 2010
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Appendix-  5

Figure: Summary of total capital and capital adequacy ratio of DBBL is as follows              (In million Taka)
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Extending technology driven services to customers at affordable cost 
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             Figure: Extending technology driven services to customers at affordable cost

Appendix-7
Figure Summary of operating Results:
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Figure Summary of loans & Advances with the risk status
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FOREIGN REMITTANCE

· INWARD REMITTANCE


: Draft (P.O; D.D)

· OUTWARD REMITTANCE

: We provide REMITANNCE facility 





to our client through following 






exchange house.

	SL NO
	EXCCHANGE HOUSE NAME
	IDENTIFIED CODE NUMBER
	AVAILE COUNTRY

	01
	WESTERN UNION
	10 DIGIT(MTCN)
	ALL OVER THE WOURLD

	02
	X-PRESS MONEY
	16 DIGIT(XPIN)
	UAE, CANADA, MIDDLEEAST, MALAYASIA

	03
	CHOICE MONEY
	9, 10, 11 DIGIT(CMT)
	AMERICA, CANADA

	04
	PROVU MONEY
	12 DIGIT
	UNITED STATES, MALAYASIA

	05
	KUWAIT ASIAN INTERNATIONAL
	10 (KA)
	KUWAIT

	06
	UNITED TRADERS LTD
	06DIGIT
	UNITED KINGDOM

	07
	AL ZAMAN EXCHANGE
	07DIGIT
	UAE

	08
	WALL STREET
	11,12,13DIGIT
	USA, CANADA

	09
	AL AHALIA MONEY EXCHANGE
	07DIGIT
	UAE

	10
	EAST BANGLA EXCHANGE
	04DIGIT
	CANADA

	11
	DOLLAR CO EXCHANGE
	08DIGIT
	KUWAIT
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