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Banks plays the most important role in the economy generally banks collect money from the individuals and lend them to others .Now Banks after the widest range of financial services and perform lot of financial function. Thus, banks have proven that they are the key factor for the business and economy as well.

Year 1983 was the remarkable year for the development of banking section, because government had permitted few banks in the private section. These banks have proven their competence by their operation and help in the growth of the business and commence. Through  this report I would to present the overall Banking performance from one of them, which have a great contribution in the growth of Bangladesh economy.

After completing One thirty two (132) credit hours at Asian University of Bangladesh


(AUB) under the Bachelor Business Administration curriculum. I Linia Sharmin author of this report was placed at Standard Bank Limited as part of the internship program requirement. This report is prepared for the internship program consisting of a major in depth study of the foreign exchange business of SBL with its general banking and credit activities.

Internship program is a system by which we can accustom ourselves with the practical situation through the application of theoretical knowledge into real life, the gap between these two can be bridged up through this internship procedure. As an indispensable part of BBA I was placed in Standard Bank Limited.

Objective of the Report

General

•
To observe the general banking. foreign exchange and advance operation of SBL, and their services.

•
To get an overall practical knowledge concerning banking activities as a financial 

institution.

•
How a bank operates their activities in different areas being a single organization.

•
what a hank is doing for Bangladesh to develop national economy.

Specific.

•
Presentation of an introduction to the organization—Standard Bank Limited as a

 whole.

•
To get knowledge regarding the Import and Export procedure maintained by the bank as well as foreing trade.

•
To get overall idea about the credit and general banking of SBL.

•
To recommend necessary steps to overcome such problems faced by the SBL.

•
Find out the marketing strategy of SBL and how they formulate their marketing strategy.

•
Make overall export import trend analysis.

•
To identify the major areas of inefficiency.

Scope of the Report

An infrastructure of the organization has been detailed, accompanied by a global perspective and look into the future. The scope of this report is limited to the overall description of the company, its service, and its position in the market and its marketing strategy. The scope of the study is limited to organizational set up, functions and performances of the Banks various department.

Research Methodology

The report is prepared on the basis of information collected from both secondary sources and primary data collection survey. The secondary information was collected from the Standard Bank Limited Annual Report, Prospectus and materials from various statement of the Bank, magazines these are for the organizational part of the report.

Some fundamental steps of Research Methodology have been followed in the course of  marketing research activity In my study I have adopted the under mentioned methods to conduct the activity.

Determining the Source of Information

In the next step I needed to determine the sources of information that would be required for the study. I used both primary and secondary data to conduct my survey.

Primary Data:

I have collected primary data by interviewing employees and clients of Standard Bank Limited. Primary data were derived through discussion with the employees of the organization. Clarifications of issues from different concerned officials of SBL I have collected primary data in the following way.

I.
Direct interviews with relevant personnel.

11.
Expert opinion

III. Official record of Standard Bank Limited

Secondary Data:

I have used different types of secondary data in my research. Sources of secondary data are as follows:

I.
Relevant papers and publications

II.
Banks Annual Report

III.
Resume of financial activities

IV.
Any information regarding Foreign Exchange

External Sources:

I.
Different books and periodicals related to Bank activities

II.
Newspaper

Limitations of the Study:

The study has been conducted with an object to make a thorough investigation of the statement of affairs. I was placed at Topkhana Road Branch which was very busy branch. 1 have been provided with all necessary information at SBL to the officer’s best abi1ition. 

but due to the exhaustive nature of this study not all informational requirements for an elaborate guideline could be acquired from the organization. Also due to time, resources and data constraint, I could not perform a rigorous survey to project the findings on the total population.

The study has been conducted to make an investigation of the bank’s state of affairs of foreign trade, general banking, credit advances; on the study in this field some problems were created that may be termed as limitations of the study. They are as follows:

•
The AGIM of this year is not situated at the time when I done my internee in this bank so I cannot show the last year Bank performance which will make my report more attractive.

•
Only Four years statements are taken to consider judging the overall performance of the banks. which are not enough.

•
Due to shortage of time this study could not go deep in to details.

•
Part of an organizational culture was written from individual’s perception and may vary from person to person.

•
in many cases. up to date information is not published.

•
Non cooperation by some bank officers to some extent.

•
The individual department does not maintain any summary of their work.

•
Sufficient hooks. publications, facts and figures were not available it should have made my report more informative perfectly.

•
Relevant papers and documents were not available sufficiently.

•
Many procedural matters were written from own observation, which may also vary from person to person.

•
Another limitation of this report of this report is Bank’s policy of not disclosing some data and information for obvious reason, which could be very much useful.

•
Time allocation (3 months) was too short to learn the overall function, operation and performance of SBL.

•
Because of short time period, 1 could not collect the information regarding other branches situated outside of Dhaka City.

•
Unavailability of SBL officials for consultations due to their excessive business ilk! unavailability of required data which were mostly confidential.

in spite of all the limitations, I have faced in conducting the study and making the final report, everything has been managed well at the end. I believe that the report is a quality report on general banking system and foreign trade business of SBL.

Short profile of SBL

The word BANK’ means ‘ridge of earth diving field’. It joins the field and help people to walk. The Standard Bank Limited is just like the ridge of earth divining field that join customers by their excellent intermediacy. As we know that the financial institution acts as the intermediary and collects the fund of surplus unit to finance the deficit unit. Standard Bank limited is not exceptional. It collects money from the surplus unit and provide to the deficit unit to balance the fund. Just like the modern bank SBL also perform several functions. These are:
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By analyzing all the sides of a modern hank we can say that Standard bank limited is a Modern hank.

Historical Perspective of Standard Bank Limited:

The declaration of the Governments bold and far-sighted decisions to allow banks in the private sectors to play its due role in the economy of Bangladesh, have started the process of creating new and dynamic financial institutions. One such institution is the Standard Bank Limited (SBL). The emergence of Standard Bank Limited in the private sector is an important event in the banking arena of Bangladesh. Standard Bank Limited came into existence as a Public Limited Company incorporated in Bangladesh on May  1999 with the primary objectives to carry on all kinds of banking business in and outside of Bangladesh. Standard Bank Limited is one of the largest Commercial Bank in Private Sector in Bangladesh. It tries to provide mass banking services to the customers through its branch all over the country. This Bank has been playing a vital role in socio-economic. industrial development as well as in the overall economic development of the country since its inception through savings mobilization and investment of funds.

“Setting a new standard in banking” with a motto to grow as a leader in the private banking arena of Bangladesh through better counseling and effective service to client and thus to the economy of the country. SBL resumed its operational activities initially with an authorized capital of Tk.1250 million. Into 330.00 million shares of Tk.100 each and paid up capital of Tk.660.00 million after IPO. The first Board of Directors of SBL constituted by the Government of Bangladesh, consisted of 16 Directors from various business and professions.

COMPANY PROFILE

Company Profile

Standard Bank Limited

Metropolitan Chamber Building (3rd Floor)

Registered &
122-124, Motijheel C/A

Head Office                Dhaka


               Bangladesh


Phone:9667224,9667802


(PABX) 9560299,9558375

Telecommunication Mobile:0 171-685095


FAX:9550597,9667 137

Telex:642488 STL PB BJ

E-mail:
sblho@bangla.net
sbl id@bangla.net


Authorized Capital: Tk.1250.00 million

Capital
Paid up Capital: Tk. 200.O0million

3,300,00 ordinary shares of Tk.l0Oeach.

No. of Shares

Face Value of


Taka.Tk. 100.00

Shares

Current Deposit
Tk.4101 .56 million

Current Advance
Tk.3495.7 I million

Branches
15

Employees
268

Accounting
Semi Computerized in Accrual Basis

Audit Firms
Howlader, Youns & Co.

“STANDARD BANK LIMITED” at a glance 1999-2002:

	Particulars
	2002
	2001
	2000
	l 1999

	Authorized Capital
	1250.00
	750.00
	750.00
	750.00

	PHd up capital
	200.00
	200.00
	200.00
	200.00

	Shareholder Equity
	285.25
	220.05
	212.65
	202.88

	Total Assets
	5274.99
	4037.88
	2334.77
	

	Deposits
	4101.56
	2749.07
	2054.12
	1438.57

	Loans & Advances
	3495.71
	1 2365.18
	751.78
	128.94

	Non-performing Loans (NPL)
	18.32
	16.60
	0
	0

	NPLs toTotal Credit Outstanding
	0.52%
	0.70%
	0.00%
	0.00%

	Capital Adequacy Ratio
	10.07%
	11.27%
	27.05%
	

	Import Business
	5171.88
	2698.56
	1457.06
	

	Export Business
	871.74
	682.48
	81.77
	

	Net Interest Income
	150.95
	93.14
	91.86
	

	Non Interest Income
	82.34
	60.93
	32.99
	

	Operating Expenses
	111.32
	76.35
	73.29
	

	Operating Profit
	121.97
	77.72
	51.56
	

	Dividend
	20%
	12%
	6.75%
	6.03

	Earning per share(Taka)
	32.46
	15.70
	11.64
	

	Foreign Exchange Business
	6416.82
	3673.58
	1540.27
	143.00

	Net Profit
	109.68
	52.32
	38.79
	4.80

	Return on Eguity(%)
	15.07%
	9.5 1%
	7.30%
	0.95%

	Ratio of Classified Loan to Total Loans
	0.52%
	0.78%
	
	

	Nuniber of Branches
	14
	10
	9
	4

	Number of Employees
	268
	240
	230
	124

	
	
	
	
	


Organizational Hierarchy:
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Department /Division:

	SL. No.
	Region

	01.
	Board Department

	02.
	Human Resource Department

	03.
	Establishment Department

	04.
	Credit Department

	05.
	Monitoring & Recovery Department

	06.
	International Department

	07.
	Business Development Department

	08.
	Audit Department

	09.
	Central Accounts Department

	10.
	Information Technology Department


	01. Principle Branch
	Metropolitan Chamber Building 122-124, Motijheel C/A, Dhaka-I000

	02. Khatungong Branch
	33,Ramjoy Mohajon Lane,Khatungong.Chittagong

	03. Imamgong Branch
	Bellal Market 79,MouloviBnzar.Dhaka-1 100

	04. Topkhana Branch
	Crescent Centre,36,Topkhana Road.Dhaka- 1000

	05. Chowdhury Hat Branch
	Chikandandi.Fateyabad,Hathazari,Chittagong

	06. Agrabad Branch
	Hossain Chamber, 1 05,Agrabad C/A. Chittagong

	07. Khulna Branch
	Chamber Building,5,KDA Avenue,Khulna

	08. Gulshan Branch
	4/A Kamal Ataturk Avenue,Gulshan—2,Dhaka— 1212

	09. Sylhet Branch
	Syl mart Complex,Naya Sarak,East Zinda Bazar,Sylhet

	10. Munshikhola Branch
	DN Road.Shaympur,Munshikhola (Pagla),Dhaka.

	11. Jubilee Road Branch
	Aziz Chanihcr,6,Noor Ahmed Road.Juhlee Road Chitg

	12. Foreign Exchange Branch
	81 ,Motijheel C/A (1St Floor), Dhaka- 1000

	13. Dhanmondi Branch
	House#4,Road# I 6(New),27(Old),Dhanmondi,Dhaka

	14. Uttara Branch
	Uttara Model Town Honse#1 1 3/C,Road#7 Sector#4,Uttara,Dhaka

	15. Tekerhat Branch
	Tekerhat, Madaripur


Management & Internal Organization:

The management team of the Bank consisting of highly motivated, well educated and skilled executives who have been contributing substantially in the continued growth and progress of the bank. The management is ably supported and assisted by well-motivated and experienced officers.

Business Philosophy of SBL:

The philosophy of SBL is to develop the Bank into an ideal and unique banking institution. The sponsor perception is that SBL should be quite different from other privately owned and managed commercial bank operating in Bangladesh. SBL is to grow as a leader kin the industry rather than a follower. The leadership will be in the area of service, constant effort being made to add new dimensions so that clients can get “Additional” in the matter of services to commensurate with the needs and requirement of the country’s growing society and developing economy.

Objectives of SBL:

The motto of the Standard Bank Limited is to explore a new horizon of innovative modern banking creating an automated and computerized environment providing one stop services and prepare itself to face the new challenges of globalization. One of the main objectives of the bank is to be a provider of high quality products and services to attract its potential market. The bank also caters to the needs of its corporate clients a provider a comprehensive range of financial services to national and multinational companies. The growing technological revolution in the bank is not so Distant future, the bank are contemplating to introduce SWIFT, ATM services, Credit Card as well as Electronic & Online banking services to their esteemed clients within the shortest

possible time.

Future plans:

The bank management ‘s future plan is to turn this bank into a world class bank so that all banking related services could be provided efficiently and effectively. Automation will pay a vital role in this regard. We will bring all the branches under one network so that the customer can bank one account whether he/she likes to operate. ATM services have already been introduced for the purpose.

Corporate clients will be provided banking services at their door steps. This service will help to ease tension of carrying large quantity of money during the salary period.

Phone banking and Internet Banking will inspire them to c—commerce and allow the customer to withdraw and transfer money at any time. More specifically the batik will provide the following services conducive to the demand of the c-age:​

•
Electronic fund transfer

•
Electronic L/C: one stop service.

•
Utility bill payment through ATM card

•
Clients of SBL ma deposit their monthly installments of Hajj savings account scheme and household durables scheme through ATM

STANDARD BANK LIMITED (Topkhana Road Branch)

This report is covered by the financial, structural, functional and overall performance of Standard Bank Limited. But it is totally written down depending on a branch activity named “Topk/zana Road Branch” which is one of the profitable Branches of the SBL. This starts its business transaction in December 12 1999 and now a day total staff member is 24.

Branch Position as on March 31 2004

	Table, Branch Position
	Taka

	Description
	

	Deposit
	58,36,31,370.48

	Advances
	61,55,00,613.49

	Total Income
	2,35,33,501.47

	Total Expenditure
	1,44,94,325.98

	Investment
	10,000.00

	Other Liabilities
	5,130.00

	Other Asset
	1,12,02,245.28

	Contra Accounts
	33,60,24,400.00


General Banking

General Banking Department is one of the rush department of a bank ,the Officers of this department have to perform several kinds of task they are as follow:

•
Account opening

•
Account close

•
Pay Order issue

•
Cheaque Book issue

•
Telephonic transfer, Demand draft issue

•
LBC/OBC Collection

•
Clearing House activities

Account Opening

CURRENT ACCOUNT:

Current Account is an important account by which many parties can get benefit by opening this account. In general, the businesspersons, business corporations open is account for immediate cash or deposit.

Nature of Current Account:

•
Any time can en-cash by issuing check

•
Any time can deposit money.

•
No interest is available on this account.

Types and requirements of Current Account:

There are four types of current account provided h\ the Standard Bank Ltd. to all. They are basically as follows:

Individual Account:

It requires: 1 .Name 2. Father’s Name 3. Present & permanent address 4. Date of birth & age 5. TIN no. (If available) 6. Phone no (if available) 7. Photocopy of the Passport (first four pages)! Word Commissioner Certificate/character certificate of the Union Parishad Chairman 8. Birth certificate, 9. Bangladesh Bank Declarations.

Private Business Holder:

It requires: 1. Trade License of the Business 2. All related documents of account conductor mentioned in the above.

Limited Company:

it requires: Certificate of incorporation, Articles of Association, Memorandum of Association, Decisions of the Board Meeting, Director’s Message and the necessary information of the account conductors mentioned in the above.

Club/Association/Limited Society/Non-Government/School  college:

It requires: 1.Office Employees Description, By-Laws, Government Authorization Letter

(if registered). Certificate of Registration, and Introduction of the Members of the

Governing Body or Managing Committee etc.

Process of Current Account:




SAYINGS ACCOUNT:

This account also gives benefit to the account holder. Generally business organization or limited company cannot open this account. Savings Account is opened by those persons/people, who are interested to collect money from his account every now and then as well as want to get interest on deposited amount.

Nature of Savings Account:

No one can collect money from his/her account more than two times per week. Generally week is denoted from Saturday to Sunday.

•
Interest is given to this account. But if the given interest of six months is less than Tk. 10 will not he added in the account.

•
At least Tk. 1000 has to be kept as balance by the depositor.

•
Interest is counted two times meaning after two months after.

•
If any body wants to close his account, he must have to closing charge.

•
Any body can transfer his account at any time to any branch.

Categories of Savings Account:

Basically savings account has no types. But it can be opened by

· Individual Savings Account

· Joint Savings Account

·  Savings Account with Minor.

      Requirements of opening a Saving Account:

· Two copies of passport size photo.

· Character certificate by the chairman! commissioner certificate/photocopy of the passport (only first four pages).

·  Personal information (if jointly done).

· . Photo of the minor (if opened with minor).

· . Details information of the organization (if needed).

· Signature in the account opening form/card must be same with the signature of the passport.

· Bangladesh Bank Declaration Form

Interest Rate:

The interest rate of Savings Account is seven percent (7%) annually. But this it is calculated two times per year.

Steps of opening this account:




FIXED DEPOSIT RECEIPT (FDR):

The FDR account is an important account. The interest rate of this account is higher than the other account but it depends on the period of time. The more you hold your money in the bank, the more you get as interest. So many people keep their money as FDR basis in the bank. The SBL also invites a lucrative fixed profit for account holders who are more interested to open this type of account.

Nature of FDR:

There are some information is given below:

•
Any Bangladeshi national residing home or abroad may open FDR with SBL.

•
FDR may be opened single/joint name for a period of 1, 3,6,12 months and above.

•
SBL offers attractive/competitive rate of interest in FDR.

•
Interest is given periodically.

•
If any account holder wants to receive money from his account without the covering of maturity he must not be paid any interest by the bank. But it is said that if any account cross the three (3) months he must paid on three months interest.

Interest Rate of FDR:

	Period
	Interest Rate (%)

	1 month
	8

	3 month
	9.00

	6 month
	9.50

	12 month & above
	10.00

	
	


Procedure of opening FDR:



Activities after Maturity:

After crossing the maturity date account is not closed by the bank until and unless the client wants to close it. But the computer program will close it automatically. However, the bank must prepare four vouchers after maturity.


FDR Interest A/C
Dr.


FDR A/C
Cr.

On FDR l0% the client through bank must pay tax....


FDR A/C
 Dr.


Source Tax A/C
Cr.

SHORT TERM DEPOSIT (STD)

This account is also an important account for many organizations. This account requires a

huge amount. Generally there is no basic difference between the Current Account and the

STD Account. The only main difference is that STD A/C provides interest but Current

A/C does not do it.

Characteristics of STD:

Some features of STD account are given below:

1.
Govt., Semi-Govt., Autonomous organization and an individual may open STD Account with SBL.

2.
SBL offers attractive/competitive rate of interest in STD Account.

3.
After opening these account cheaque is issued.

4.
Account holder can withdraw money from his/their account at any time.

5.
7 days notice required withdrawing big amount.

Requirements of this account (STD):

It requires (For Individual): 1.Name 2. Father’s Name 3. Present & permanent address 4. Date of birth & age 5. TIN no. (If available) 6. Phone no (if available) 7. Photocopy 01 the Passport (first four pages)! Word Commissioner Certificate/Character Certificate of the Union Parishad Chairman 9.Have to fill up the Bangladesh Bank Declaration From It requires (For Private Organization): 1. Trade License of the Business 2. All related documents of account conductor mentioned in the above.

It requires (For Limited Company): Certificate of incorporation. Articles of Association, and Memorandum of Association, Decisions of the Board Meeting. Director’s Message and the necessary information of the account conductors mentioned in the above.

It requires (Club and Other Organization): 1.Office Employees Description, By-Laws. Government Authorization Letter (if registered), Certificate of Registration, and Introduction of the Members of the Governing Body or Managing Committee etc.

Interest Rate of STD:

The interest rate of STD account is five percent (5.00%) per year.

Numbers  of Account in Topkhana Road Branch

	Types of A/C
	
	Number

	Current
	
	675

	Savings
	
	1079

	STD
	
	57

	FDR
	
	272

	CALL
	
	46

	PSS
	
	288
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	FDR(MIS)
	
	7

	Total
	
	2,424


Remittances:

This department is absolutely important for bank. It covers near about fifty percent of profit of a bank. Consequently, all the braches try to provide this service to the clients as much as possible. Basically, these services are for cash transfer.

There are four areas from where remittance comes in general. The names have been given below:

1.
Payment Order

2.
Demand Draft

3.
Telephone Transfer

Payment Order:

Payment Order is a real document for paying money from one person to another. There is no risk concerning this matter. Sometimes many people do not want to believe on cheque because account may be out of lowest balance, may be suited by the bank.

Features of P0:

There some features that contain Payment Order. These are discussed in the following:

· Payment Order is Account Payee only.

· Purchaser may refund it at any time. He may en-cash or may transfer it to his own account.

· It may be also en-cased by the client to whom it is issued.

· Purchaser may purchase it by paying cash or by debiting the exact his account.

· P0 must he withdrawn from the issuing branch.

Charges of Payment Order (P0):

	Aniount Range Commission )
	Tk.

	Upto  1.00 lac
	25.00

	Tk. 1.0 1ac to Tk. 5.0 lac
	60.00

	Above Tk. 5.0 lac
	75.00

	VAT
	.15%


Procedure of P0:

There are some orderly steps must be maintained by the employee before delivering to the P0 purchaser. These steps are-





Maintenance of Daily Payment Order Book:

Every day total P0 must be calculated just to maintain accounts clearly.

Demand Draft:

Demand Draft is purchased when one person wants to pay money somebody who is living out of this area and bearing an account with another branch in this bank. For instance, a person is living in Dhaka. He wants to give some money another person of Chittagong who is bearing an account with the SBL at Chittagong. But he does not want to pay in cash. In this case he may purchase a DD (A/C payee only) in favor of him.

Nature of DD:

There are some characteristics through which it should be purchased live the clients as per rule. These are:

· Demand Draft must be Account Payee Only.

· Clients may purchase it through cash or through cheque by debiting his account.

· DD must he withdrawn from the responding branch.

· Over writing is strictly prohibited on DD Block.

· DD Advice must be sent to the responding branch. it will not he paid by the hank until the Advice is reached.

	DD Commission
	.15%

	DD postage
	Tk. 15


Steps of making outgoing DD:






Telephone Transfer:

Telephone Transfer means that the fund will be transferred over telephone. In this criterion the fund is transferred quickly from one place to another. This service is provided by the bank for a commission basis. Bank earns a lot from this sector.

Characteristics of TT:

The main characteristics of IT have bee given below:

· TT must be sent over telephone or telex.

· In all branches TT can not he sent because it depends on the agreement basis.

· For both outgoing and incoming TT. Advice copy must be sent to the Responding Branch arid Head Office also.

Charges for TT (incoming):

	Tk. Needed to issue
	

	Commission
	@
	0.15%

	Telex charge
	At
	actual Minimum tk. 50.00


Inter B ranch Telegraph Advice:

Advice copy consists of three i.e. Original, Duplicate & Triplicate. Originating Branch wiIl Prepare  the Advice after sending the TT message to the Responding Branch. The original Cop)’ will have to be sent to the Responding Branch to the IT and the Duplicate Copy of the Advice is to be sent to Head Office and keep the Triplicate copy as their record. The Responding Branch will treat the Original Copy of the T.T. Advice as more

Clearing House:

This is the service that is provided by the bank through which clients can be benefited by using this service. It is generally used in colleting money from the different bank. It can be same bank or other bank. In many ways bank can provide this service.

Functions of Clearing and Collection:

There are so many functions that are passed by the clearing and Collection department.

They are:

· The entire clearing Cheaques must have to be checked carefully and accurately.

· The entire Inward Clearing Cheques amount must have to be calculated whether the amount is accurate or 


not.

· All the things must have to entry in the Clearing and Collection Register respectively.

· Clearing cheque name and the deposit slip name must be the same.

· This department also maintains the Dispatch Activities.

Types of C & C:

Basically there are two types that are generated by this department. These have been discussed in the below:

A.
Outward Bills Collection.

B.
Inward Bills Collection.

A. Outward Bills Collection:

This process contains another sub-process that is associated with the main activities and through this process all the activities must be done. These are;

A.
1: Outward Clearing Cheque:

In this process parties deposit their amount through another bank’s cheque. It like that an individual hearing an A/C with SBL conies to deposit a cheque of UCBL which is issued for him. But how is it possible? This amount will be credited through clearing house. In general. it takes minimum two working days to pass. if it is dishonored by any cause it must be informed to party.

Outward Collection Cheque:

This collection procedure depends on the out side cheque. For instance, a party A/C is at AHMB of SBL. A cheque of Rajshahi Branch of EBL has been issued in the name of the above party and has been deposited to his A/C by him just to increase amount of money. Now how will he collected? In this case AHMB will send this cheque to their Rajshahi Branch and this branch will collect this money from the EBL through clearing procedure at Rajshahi. If the Rajshahi is failed to collect the amount the cheque must be sent to the AH\IB directly. On the other hand if the can do it they will send an IBCA as LSC (Local Short Credit) to AHMB.

Inward Bills Collection:

It has also some sub-points that are associated with the main topic. That is discussed in the following:

Inward Clearing Cheque:

These are the clearing cheques which have been passed by first Clearing House. It is also this branch’s (AHMB/SBL) cheque that has been deposited to another bank. And it will be debited by the parties A/C. By checking all the Accounts in the computer data base, if it is found that the amount is available then it will be debited otherwise it will be sent to the Local Office again.

Inward Collection:

Inward collection is two types. They are discussed below:

1.
Within the Clearing House.

2.
Outside the Clearing House. Out side the Clearing House:

Under this procedure we can take the example of Barisal Branch since it is the matter of out side of Dhaka City. The same procedure must be applied by the Originating Branch mentioned in the above. In this case only some additional vouchers are prepared to cut down sum of money from the parties account as commission for the collection. Here the following accounts will be debit and credit

Cash Department:

Actually cash maintenance is vital portion of a bank. Because it is the risky deed one. All the employees should understand the activities of cash department to make self development to be a complete banker. But it is common to all branches that maximum employees are far from the cash function to avoid the risk. No one can go out of the bank until and unless cash is sent to the volt.

Overall functions:

4.
Receiving cash from the depositors.

4.
Payment of cash to the client as demanded.

4.
Checking all areas of deposit slip whether it is clearly written or not (name. account no. , amount).

4.
Verifying the payment cheque when to pay the money to the clients whether the information is available or not like date, amount, account number etc.

.1.
All the received and payment money must he written down in the receipt & payment register along with account number.

4.
Cash register must be maintained by the Cash Officer.

4.
Maintenance of daily cash balance.

4.
Prepare ion of monthly cash balance statement.

Cash Reception Activities:

There are some activities to be performed step by step by the Assistant Officer (cash).

This procedure has been given below:



Activities of Cash Payment:

Similarly, the activities of cash reception there are some orderly deeds must have to be done by the officer when to make payment. These activities have been shown below:



Daily Cash Management :

Every day cash management has to be maintained by the Cash Officer. But how cash is maintained that is shown in the below:



CREDT

Credit may be defined broadly or narrowly. Broadly, credit is finance made available by one party (lender, shareholder/owner) to another (borrower buyer, corporate or non-corporate firm). Narrowly, credit is simply the opposite of debt. Debt is the obligation to make future payments. Credit is the claim to receive those payments.

Bank credit is only one form of credit. In a modern economy, there exist several other sources of credit as well. Collectively they constitute the financial system. The word credit derives from the Latin word ‘Credere’- to trust. The fundamental nature of credit is that an element of trust exists between buyer & seller-whether of goods or of money. Simply ‘credit is a promise of future payment in kind or in money given in exchange for present money, goods, or services’. In other way- ‘In general, credit means the granting of a period of time by a creditor to a debtor at the expiration of which the later must pay the debt due’.

In a credit economy, that is economy with borrowings & lending each spending unit can be placed in any of the three categories:

•
Deficit spenders.

•
Surplus spenders,

•
Balanced spenders

The chief function of credit is to relax balanced budget constraint that allows promoting the chief function, investment, and better allocation of resources and growth of economy.

Bank Credit

It is only one form of finance. In modern economy, there are several other sources credit. Bank is financial intermediary provides finance from surplus units to deficit spenders of an economy. Bank accepts deposits from individuals & institutions and  makes loans.

Importance of hank credit: { macro aspect}

•
Credit influences & is influenced by quantity of money, level of economic activity (GNP) imports and net foreign assets.

•
Credit provides vital linkage among Govt. sector, Private sector, financial sector and foreign sector.

•
Credit is an important determinate of money creation and hence of production. consumption and national income.

•
Credit influences imports and capital movements, and hence the outcome 01 balance of payment.

•
The macro aspect of credit planning has to take into account the overall volume of credit expansion to meet the requirements of the economy in the content of over all increase in money supply & the trends in real output.

•
It may he necessary to direct special credit facilities to certain lines of high priority. Emphasis should he given on reduction of regional and sectional  imbalances are the availability of banking facilities and on the credit particularly to the weaker sections and neglected sectors.

Importance of credit: Micro Aspects

1.
Credit influences behavior of economic sectors (industry, agriculture) and behavior of economic agents (business, financial institutions, household).

2.
Two-way relationship between credit & deposit.

3.
Credit is the most important activity of banks, because interest on loans constitutes the major part of Bank income. Hence vital importance of making good loans.

The should be greater efforts on the part of individual Banks to form  appropriate Credit budgets at the micro level in the context of available resources and in the light of directions and guidelines provided by the Bangladesh bank.

Various forms of Standard bank credit

Commercial banks make advances in different forms. All types of credit facilities can be broadly classified into two groups:

a Funded Credit

b Non funded Credit Funded Credit

Any type of Credit facility, which involves direct outflow of bank’s fund on account of borrower. is termed as Funded Credit facility. Funded Credit facilities may be classified into four major types.


a
Loans.


b
Cash Credit


c
Overdraft


c
Bill Purchase and discount.

a. Loans

Demand loan: to meet short tern working capital need which is usually for the period up to one year.

Term loan: to meet fixed capital expenditure, which is usually for the period one to five years.

b.
Cash Credit (CC)

CC (pledge)

CC (Hypothecation)

Under this arrangement borrowers can borrow any time within the agreed limit

and can deposit money to adjust whenever he has surplus cash in hand.

c.
Over draft (OD)

This is an arrangement between a banker and his customer by which the later is

allowed to withdraw over and above his credit balance in his/her/their account.

This is a temporary accommodation of fund to the client. Overdraft to the

borrower may be allowed generally in the following ways:

•
Overdraft clean

•
Overdraft against guarantee

•
Overdraft against FDR is the name of borrower

•
Overdraft against FDR in the name of the 3~ party

•
Over draft against savings certificates

•
Overdraft against Wage Earners Development Bond

•
Overdraft against DPS

•
Overdraft against assignment of book debts! bills receivables (work order) life insurance policy etc.

•
Overdraft against hypothecation of stock/raw materials etc.

d. Bill and purchased discounted


• Discount

Bank allows advances to the clients by discounting bills, which matures after a fixed tenor. In this method, the bank calculates and realizes the interest at a prefixed rate and credits the amount after deducting the interest from the amount of instrument. Discounting of bills, in fact is an extension of credit facilities for a specific period.

•
Purchase of bill

Financing against sight /demand bills are treated as purchase of bills. In this case. the bank becomes the purchaser/owner of such bill, which is treated as security for the advance. Before the purchaser and /or extending discounting facilities to any customer. Banker has to consider the following aspects:

i)
Bills to be purchased from the regular customers of the bank.

ii)
Integrity and credibility of the customer

iii)
Bills to be purchased against sanction limit /arranged accommodation.

iv)
Documents of title of goods are clean and supported with all required documents.

v)
The branch manager is authorized to purchase bills.

Other important fund advances/facilities are

•
Advance against hypothecation of vehicles (Transport loan)

•
Consumer loan

•
Letter of Credit

•
Weaving loan

•
Micro credit

•
Consortium

•
Lease financing

•
Hire purchase

•
Import financing (LIM, PAD etc).

Though these types of credit facilities are primarily non—funded in nature hut at time, May turn into funded facilities. As such, liabilities against these types of credit facilities are termed as contingent liability.

Besides the above, credit facilities given by the banks can be classified in the following way:

a.
On the basis of secretly obtained

i)
Clean

ii)
Secured

b.
On the basis of term


i)
Short term


ii)
Mid term


iii)
Long term

c.
Sect oral classification

I.
Private

2.
Public

3.
Commercial and industrial

4.
House building etc.

Advances in SBL

Banking is a profit-oriented organization. The success of a bank and flow of its profit depends on efficiency and safety how best it makes use of its available resources. A big portion in income of banks comes from advance. Of all the functions of a modern bank. lending is by far most important. Advances comprise a very large portion of a banks total assets and from the backbone of the every bank’s structure.

Advances but only play an important part in gross earnings of banks but also promote the economic development of the country. All types of business activities including trade. industry and agriculture have to depend on bank finance in one from or the other. Banks by channeling accumulated savings the national into productive uses help both the depositors and the borrowers. Total loans and advances of SBL as per annual report 002 is Tk. 3495.71 million.

TARGET CUSTOMERS OF SBL

Individual person 

Sole proprietorship 

Private Limited company 

Public limited company

INFORMATION COLLECTION

For quick proceeding of sanctioning loan, following information is fathered

The application

Personal investigation

Confidential report other banks, Head office/Brach, Chamber of commerce

CIB Report from Bangladesh Bank.

On the bases of these information if loan amount is more than ignore Bank goes

for Lending Risk Analysis (LRA)

PROBLEMS IN COLLECTING INFORMATION

Due to lack of authenticated information, Bank official applies their personal judgment on preparing proposal. The problem that they face-

There is no reliable source of data to the industry condition.

Officials have to depend on borrower’s distorted information. Financial statement does not reflect actual position of the business.

PROPOSAL ANALYSES

Here theory differs to reality. It is early mentioned that personal judgment of officials

help them to prepare a credit line for analyzing borrower’s proposal that is presented

to H.O. credit department. This credit line comprises following information

-
Safety

-
Liquidity

—
Profitability

-
Security

-
Purpose of the loan

-
Source of prepayment

-
Diversification of risk.

In case of proposal analysis borrower’s 6 are important

—
Character

—
Capital

—
Capacity

—
collateral

—
Condition

—
Control

COLLATERAL EVALUATION

When the officer evaluates or analyses proposal, he also evaluates collateral. Collateral is the security obtained against. There are two types of security.

Primary securities​

I.
Cash or cash equivalent that is easily liquidated or convertible into cash. Example- FDR. Sanchy  Patra, Shares, Promissory notes, etc.

II.
Secondary or collateral securities-these securities, which can be realized from

the sale or transfer. Example- immovable assets like land, buildings, etc. In branch level. Bank evaluates securities in two ways-

-
By related officers: Bank manager along with related officer of the credit department personally visit the place and prepares a report for evaluation of the security.

-
By bank approved private firm: for the valuation of the land Bank has appointed surveyor and for the side of the securities bank has law firms.

CREDIT LINE PROPOSOAL

In this step of the term loan the branch send a credit line proposal to the head office for approval of the term loan. The credit line proposal contains the following particulars.

-
Fresh/Renewal/Revision of the of the term loan

-
Borrowers name

-
Types of business

-
Capital structure

-
Particulars of previous transaction

-
Existing vis-proposal credit limits

-
Movement of the accounts Liabilities of sister concerns

-
Particulars of proposed facilities, etc.

Project Appraisal:

It is the reinvestment analysis done by the banker before approval of the project.

Project appraisal in the banking sector needed for the following reasons:

-
To justify the soundness of an investment

—
To ensure repayment of bank finance

—
To achieve organizational goals

—
To recommend if the project is not designed properly

Techniques of project appraisal:

An appraisal is a systematic exercise to establish that the proposed project is a viable preposition. The appraising officer checks the various details submitted by the I)l~)f11oter in first information, sheet credit application form, and feasibily report.

SBL considers the following aspects in appraising;

(a)
Entrepreneur

Entrepreneur promoter have to be creditworthy and competent enough to run the proposed industry.

-
Preference given for educated / knowledgeable sponsors, who know about the business concern, have technical know and expertise in the field of propose industry.- Who have own land and building for running project

-
Have experience in working abroad

-
Sponsors with innovative ideas

-
Sponsors must have net worth more than 2.5 time of the equity required of investment in the project

-
Who have good dealings with the bankers! outside parties and has social contact~ and standings.

-
Have an A/C with SBL

-
Sponsors requiring group funding may be given financial assistance provided for each other, etc.

The Project should be viable from organizational, technical, commercial. financial and economic points of view.

(b)
Technical Viability

It implies the assessment of various requirement of actual production process. It involves a critical study of following factors:

•
Location and site of the project:

o
Selection of the optimum location, therefore, revolves around the joint consideration and evaluation of the following factors-

o
Raw materials supplies

o
Transportation facilities

o
Power, water and fuel supply

o
Manpower

o
Natural and climate factor

•
Size of the plant/project

•
Technology, plant & equipment-the study should consider some important technological factors with regard to plant and equipment, viz:

o
Adequacy and suitability of tile plant & equipment and their specification

o
Plant La out

o
Balancing of different sections of the plant

o
Reputation of the machinery supplies, etc.

0
Building and layout—the operative efficiency of industrial project also depend on the layout.]

(c)
Commercial viability

This study indicates emulation of a project’s feasibility in terms of market. The market analysis contains:

o
Analysis of past and present demand

o
Analysis of past and present supply

o
Estimate future demand of the project

o
Estimates project’s share in the market, etc.

o
Marketing channel for the product should accessible to the entrepreneur.

(d)
Financial viability

Analysis of financial viability is an essential part of project appraisal. The financial analysis focuses the following for judging this viability.

o Cost of the project and means of finance: it is necessary to make a preliminary assessment of the project and the means of the financing it. If the cost of the project is too high that is not possible to mobilize the resources of that magnitude through the available resources, the project is out question.

o Investment profitability analysis: several capital budgeting techniques are used for judging profitability.

o
Financial ratio analysis:

o
Break-even analysis.

o
There should be reasonable debt equity ratio as determined by the Bank on individual case basis.

o
Debt service coverage ratio should be at least 2.5 times at the optimum level of production.

o
IRR should preferably be not less than 20 percent.

(e)
Economic Viability

The project should ensure benefit to the national economy and create sufficient

opportunity in the following areas:

o
Generation of employment.

o
Income distribution

o
Self-reliance

o
Development of small-scale industries & ancillary business

o
Improvement of quality of life and well being

o
Environmental issues

o
Opportunity cost

(f)
Management and organizational Viability:

it is very much important for the success of a project. Because. if the management is incompetent a good project fail. So it is necessary to evaluate the following things:

0
Overall background of the promoter

0
Their academic qualification

0
Business and industrial experience

o
Their past performance

The appraisal generally can cover up to six aspects of a project:

The following flow chart may he used for selection of a good project:

Project Selection Process:
















ASSESSMENT OF WORKING CAPITAL:

The assessment of working capital or cash credit should be evaluated on the basis of-

a.
Capacity

h.
Efficacy

c.
Past operating performance

d.
Operating cycle

e.
Elements costing for acquiring raw materials, packing materials, factory—on—cost. cost of powers. wages

f.
Administrative cost

g.
Repair and maintenance of plant, machinery and

Il.
Cost of marketing of finished products

CTION LETTER:

After getting the approval of the HO the branch issues the sanction letter to the ~crower. A sanction letter contains the following particulars amongst other details:

o
Nanie of borrower.

o
Facility allowed.

o
Purpose.

o
Rate of interest.

o
Margin.

o
Period of the loan and mode of adjustment.

o Security.

o Other terms and conditions

The borrower received the latter and returns a copy of this latter duly signed by the borrower as a token of having understood and acceptance of the terms and conditions above.

DOCUMENTATION OF LOANS AND ADVANCES:

Documentation means any written record, which serves as evidence in respect of a transaction and may be described as anything that is obtained for recording a transaction. The documents must be got executed in order to give to the Banker a legal and binding charge against those assets. They serve as important evidence! fools in law courts if the circumstances so require.

The documents for loans and advances can be classified into two categories namely charge documents & security documents.

All securities are not suitable for all types of advances. There is common type of charge documents for all types of advances. These are as follows:

o Demand promissory note

o
Letter of arrangement

o
Letter of disbursement

o
Balance confirmation certificate

o
Letter of continuity

Beside tile following charge documents are obtained in specific cases:

o
Letter of Hypothecation of goods and capital machinery

o
Memorandum of Deposit of Title Deed.

o
Personal Guarantee of the Owner of tile property/firm

o
Form—L (for Hypo of floating assets and Book debts)

o
Form—X VIII (for charge creation with registrar of joint Stock companies)

Various customers for borrowing-offer the following types of probable securities

Types of advance
Probable Securities

LAOS
Lien of various kinds of Sanchay Patras, Govt. Securities, and share. Quoted in Stock exchange Debentures, Fixed Deposit Pledge of gold! gold ornaments, Hypothecation of vehicles, and Collateral of immovable properties.

LSM
Mortgage of Immovable Properties.

LTR
Trust Receipt obtained in lieu of import documents. Secured Overdraft Sanchay Pattra,

Non-Resident Foreign Currency Deposit

(NFCD), Shares, Govt. Promissory Notes, Fixed Deposit Receipts, Life Insurance Policies, Gold & Ornaments, Work Order, Mortgage of Immovable properties.

Cash Credits
Pledge or Hypothecation of stock in trade, Goods Produced & Merchandise, Machinery, Land & Building on which Machinery’s are Installed.

LAFB
Shipping Document for Export

FDBP
Shipping Document for Export

LBPD (Acceptance)
Bank Acceptance

PAD
Shipping Documents for Imports

Now let us discuss about nature of charge documents to be obtained from the borrowers depending on various securities.

(a)
ADVANCE AGAINST FDR:

while we are considering advance against security of FDR, we need to obtain the following charge documents duly stamped:

0
Demand Promissory Note

0
Letter of Arrangement

o
Balance of Conformation Slip

0
Letter of Disbursement (for loan)

o
Fixed Deposit Receipt duly discharged

o
Letter of continuity (for overdraft)

0
1etter 01 lien (First party or tile third party as the case may be)

o
Letter of continuity (for overdraft)

o
Registered Partnership Deed ill case of Partnership account

o
Resolution along with Memorandum & Article of Association in account of Limited Company & in case of corporation, resolution of Board along with Charter

o
Conformation regarding marketing of lien

o
Letter of Guarantee

o
Revival Letter

(b) ADVANCES AGAINST SANCHAY PATRAYA:

o
Demand Promissory Note

o
Letter of Arrangement

o
Balance Conformation

o
Letter of Disbursement

o
Bangladesh Sanchaya Patra/ Pratirakhava Sanhava Patra  duly discharged

o
Identity Slip

o
Letter of Encashment 

o
Letter of Lien (first party or third party as the case may be)

o
Balance Conformation Slip

o
Letter of Disbursement

o
Letter of pledge

o
Stock Report

o
Letter of Continuity (for CC & Overdraft)

o
Letter of Disclaimer (from the go down owner)

o
Letter of Partnership along with Registered Partnership Deed in case of Partnership Account

o
Resolution along with Memorandum & Article of Association in case of accounts of Limited Company & in case of Corporation, Resolution of the Board along with Charter.

o
Personal Guarantee of all the Directors in the case of Public! Private Limited Companies.

 (e) ADVANCES AGAINST HYPOTHECATION OF GOODS/STOCKS:

o
Demand Promissory Note

o
Letter of arrangement

o
Balance Conformation Slip

o
Letter of Disbursement

o
Letter of Hypothecation Stock Report

o
Letter of Continuity (for CC & Overdraft)

o
Letter of Disclaimer (from the go down owner)

o
Resolution along with Memorandum & Article of Association in case accounts of limited company.

o
Letter of Guarantee (Signed by the partners &/or directors of the company in their individual capacity, except Directors nominated by Govt. / Corporation

o
Registration of Charge

o
In the case of Limited Companies where the cash credit facilities against hypothecation of stock, the following procedure is to be adopted for getting the first charge-favoring Bank. The charge must be registered with the Register of joint Stock companies as Pet Companies Act:

o
Form XVIII duly filed in & signed (by borrower) along with letter of Hypothecation to be submitted with the RJSC.

Loan against DPS

1.
Application from the party! borrower.


2. D.P. No:

3.
Letter of Continuity.

4.
Letter of Lien.

5.
Letter of Authority for transfer of balance from D.P.S. A/C to loan A/C.

6.
Letter of Disbursement.

7.
Disbursement from the A/C holder that the holder of A/C is not a ‘Minor’.

Loan against PSP, BSP & other Govt. Security Bond

1.
Application from the party! borrower.

2.
Financial obligations in original duly signed on Revenue Stamp with enactment ship.

3.
Letter of Lieu form issuing authority of PSP. BSP etc.

4.
Certificate form Branch Manager regarding genuineness of’ PSP/ BSP etc. after physical verification with issuing authority.

5.
DP. Note (Joint and Single).

6.
Letter of Continuity.

7.
Letter of’ Lien.

S.
Letter of Guarantee.

9.
Letter of Agreement for Pledge of securities.

10.
Letter of authority for enticement of the instrument in case of failure.

Advancement against Work Order! Supply Order

1.
Valid Work Order! Supply Order.

2.
G.I.P.A Executed by the borrower authorizing the Bank for direct collection of Bills! Cheques. (Regd/ Notarized).

3.
Acceptance! Acknowledgement for Power of Attorney from the department concerned.

4.
Certificate from the department concerned showing progress of works! amount payables/pending bills! (each drawing is backed by such certificate).

5.
D.P. Note (Joint and single).

6.
Letter of Continuity.

7.
Letter of Lien.

8.
Letter of Guarantee.

9.
All documents! securities relating to collateral’s (as per serial no. 1).

(f) ADVANCES AGAINST MORTGAGE:

Equitable Mortgage:

•
Record of Rights (Khatian)

•
Up-to-date Rent Receipts

•
Municipal Tax Receipt

•
Non-encumbrance Certificate otherwise called Search Certificate issue by the sub Registrar! District Registrar! Authorized Agents of the place, where equitahe mortgage of the properties created

•
In all the owner of the property be called upon to submit an income-Tax Clearance Certificate! Wealth Tax Certificates irrespective of Income Tax & wealth Tax against the concerned person or the property.

•
The valuation Certificate is to be obtained from Architect or Engineer or Surveyor approved by Head Office.

•
Urban Property Tax Clearance Certificate should be obtained from the Municipal Committee of the town, wherever applicable.

•
The aforesaid documents are to be scrutinized by Bank Lawyer, & after full satisfaction prepare in duplicate, a receipt of all the documents received on the Bank’s letterhead.

•
Letter of Undertaking from the borrower mortgagor, declaring that he would executed, it and when required by the Bank, a legal Mortgage in favor of the Bank to get it registered. If possible this letter should be in the handwriting of the mortgagor himself.

•
incase of leasehold property no objection certificate should he obtained from the DIT!KDA/CDA/ Cantonment Board or the Ministry of works.

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

•
I)demand Promissory Note

•
Letter of /Arrangement

•
Balance Conformation Slip

•
Letter of Disbursement

Reasons behind capital inadequacy position of banks

There are many reasons behind the capital inadequacy position of the commercial banks of Bangladesh. The major reasons are described below:

I.
Poor asset quality (classified assets and provision shortfall)

2.
Mismanagement

3.
Poor supervision

4.
Political interference

5.
Lower profitability

Detail description about these reasons is given below:

Poor asset quality

Banking System of Bangladesh is insolvent by international standard. The root cause of this condition is the lack of asset quality in the system. High levels of poor asset quality and non-performing assets have been prevalent in the entire banking system for more than a decade.

The quality of asset of loan provision is a good as the capital where asset provision is inadequate high nominal capital asset ratios are misleading . Thus the correct cushion against non earring or non performing assets (NPA) is non interest bearing liabilities. A simple rule of thumb to ensure stability is that total core capital plus total provisions against non performing loans should at least equal to the total stock of non performing loans.

Banking Reform committee (BRC) report reveals that bans are facing capital defect due to their failure to meet enough provision against classified loans.

Mismanagement :
Mismanagement played a major role in banks capital deficit position. It is one of the most frequent causes of Bank crisis and plays a significant role creating continuous classified loans.Corrupt employees are also no less responsible for such crisis. BRC reported, as a reviewing loan proposal is the main factor in this regard the most banks dont have qualified \vorkforce to do it. They should consider appointing expert persons. institutions to effectively review the loan proposals. The small number of capable officers in Standard bank is increasingly leaving their jobs to join other banks. If this continues. the banks will suffer from lack of quality management.

Poor supervision

For the improvement of financial health and credibility of banks, a major step that has been undertaken to introduce internationally accepted prudential norms to income recognition, asset classification, provisioning, and capital adequacy. While worldwide it is recognized that strict prudential norms are extremely important in ensuring the soundness and solvency of commercial banks. Sometimes questions are raised in our country as to the relevance of the prudential regulation relating to capital adequacy. The concept of supervision can be divided into three components: regulatory framework.

verification activities, and enforcement. Continuous non-compliance of regulatory requirement of capital and provisioning shortfall by the banks, especially by the problem banks, and regulatory forbearance are damaging those concerned banks as well as keeping contagion effect on other banks for regulatory non-compliance. Inward pressures should be given to the management of those banks by interdicting restrictions in particular financial transactions and submission of a plan along with a time schedule to overcome their (banks’) capital deficient position (rather than following a procrastinated procedure of discussing and singing MOU with the problem banks).

Bank supervision has four objectives:

E Safety and soundness

~
Protection of small depositor’s equity)

0
Competition and operational efficiency

0
Monetary policy and allocate efficiency

A comparative statement of Deposit Advance and Profit of commercial Bank of Bangladesh for the last six months (January to June)

	Name of The Bank
	Deposit
In crore
	Advance
In crore
	Profit

	Islami Bank Ltd.
	4730
	4000
	75.83

	Pubali Bank Ltd.
	3210
	2503
	25.83

	Uttara Bank Ltd.
	2925
	2371
	83.80

	National Bank Ltd.
	2494
	2186
	47.62

	ABBank
	2042
	1667
	31.60

	IFIC Bank
	1691
	1815
	18.00

	Dhaka Bank
	1611
	1051.52
	30.63

	City Bank Ltd.
	1600
	1475
	22.50

	NCCBL
	1469
	1137
	25.13

	Prime Bank Ltd.
	1394
	1013
	23.44

	Dutch Bangla Bank Ltd.
	1310
	908
	25.00

	Eastern Bank Ltd.
	1280
	984.27
	32.74

	Social Investment Bank Ltd.
	1218
	664
	20.00

	South East Bank Ltd.
	1146
	982
	22.25

	Basic Bank Ltd.
	870
	679
	22.68

	Mercantile Bank Ltd.
	1260
	751
	22.8

	Bank Asia Ltd.
	628
	515
	10

	Mutual Trust Batik Ltd.
	465
	297
	8.33

	First Security Bank Ltd.
	380
	323
	9.25

	Premier Bank Ltd.
	279
	249
	8.21

	Standard Bank Ltd.
	275
	262
	5

	EXIM Bank Ltd.
	758
	646
	15.15



Source:
l3angladesh Bank & The Daily Jugantor dated 17/7/2002

From the above analysis we find that the Standard sank Limited position is not so good but now a day it tries to improve its position.

Consumer credit loan

It is a very modern concept in the lending world. The security against this type of loan is the job of the borrower. Here CLS is for consumer goods. In Standard Bank Limited the amount of CLS-consumer goods on an average near 200,000.00 on all household items. It is repaid through monthly installment. The interest rate is 13%-15%. The guarantor has to guarantee for the money directly at least in some part. This is the most profitable way of lending. The target group is educated usually graduate. In this scheme, the borrower has to sign all the cheques for all of his monthly installments. All those cheques are deposited with the lending-bank and the bank in every due date sends those cheques for clearing towards the bank where the borrower supposed to deposit the installment amount duly.

For helping the customer the SBL start its house durable loan under CLS. A consumer can take loans on certain materials. For loan under CLS all the particulars have to submit. After inquiry the entire procedure proceeds.

Selection of borrower

Selection of borrowers refers to the identification of suitable! appropriate borrowers to whom loan can be sanctioned or credit can be provided. The borrowers range from individuals to partnership, companies, societies, corporations etc. A banker must be careful in selecting borrowers and his/her/their activities/businesses/projects. Right type of borrowers and right type of activities/businesses/projects can ensure safety lending. ’selection of borrowers among other things occupies a very significant position in A borrower should be studied before extending any credit facilities to him/her them.

To
justify the ability of a borrower the banker must see! investigate educational  background family background  past experience, training acquired, and reputation in the. These are the factors, which help in judging borrower’s ability to business successfully.

Principal of sound lending

it is a fundamental precept of banking everywhere that advances are made to customers in reliance on his promise to repay. rather than the security held by the banker. The hankers require security as protection against unexpected default in repayment by the customer. Thus. the object of both external and internal controls is to ensure the employment of hank funds in a profitable manner, without under risk of loss to the capital.

Although all lending involve risks yet a hank has to go with it but the fact is that while go 1)11 lending. a bank must follow certain principles so that risk involvement may be kept at minimum or zero. The principles of sound lending may therefore the summarized on safely. Liquidity. Purpose, profitability\’, Security, Dispersal/Spread and National interest.

• Safety:

A bank is a business to make money. It mainly uses depositors’ fund as a means of its earrings hut sat~ty should never he sacrificed for profitability. The money of the depositors being repayable on demand or after short notice, determines the capacity of a hank as to the period for which be can safely lend it out without an uncalculated risk. On principle he therefore cannot indulge in unsecured or long—term advances. Advances should he expected to come; back in the normal course i.e. the batik may not have to presort to legal action or to sell the securities to liquidate the advance. The borrower should therefore he chosen carefully.

• Liquidity:

The liquidity means availability or readiness of bank funds on short notice. The liquidity of advance means its repayment on demand on due date or after a short notice. The loan must have fair chances of repayment according to repayment schedule otherwise; the liquidity position of a bank may be threatened. Liquidity also means conversion of assets into cash without loss or insignificant loss. Even in the case of fully secured advances, if it is feared from the beggaring that the advances would be recovered by selling the securities it cannot be considered a good advance. It must therefore be ensured that the advances  will be repaid from the resources other than the securities kept with the bank. Therefore, a commercial bank should normally grant short-term advances, which can be recalled in time to satisfy the demand of the depositors. A bank cannot afford to lend short period funds for a long-term lending. That is why a sizeable portion of bank advances is granted for the working capital requirement of the borrower rather than to meet fixed capital requirement, construction of building or purchase of fixed assets.

• Security:

The security offered for an advance is insurance to the banker. A banker would not normal! like to recover the advance from the sale of the security. They would prefer an advance to conic back from the normal source. Security serves as a safety value for an unexpected emergence. If they are left out, there are chances that the borrower may rise funds elsewhere by charging them to other to that extend the banks position is jeopardized.

•
Dispersal/Spread:

The advance should be as much broad—based as possible and must be in keeping with the deposit structure. The advances must not be in one particular direction or to one particular industry; because any adversity  by that particular industry would have serious repercussions on the bank. Again, advances must not he granted in one area alone. There should he spread of advances against different securities, industries as well as areas. Thus, by a diversification of the advances a hanker will be able to spread his/her risk and considerably improve the safety of this outstanding,

•
National Interest:

Banking industry has significant role to play in the economic development of a country. They may advance in priority sector in the larger national interest. Such as financial assistance to self employed person etc, side by side to promote retail trade, transport business, small business etc. are also be taken into consideration.

In the modern era lending risk analysis is one of the new management and operational tools for calculation of risk. There are several types of risk. These

•
Risk Categories-

Exhibit Risks Categories






BANGLADESH BANK’S CONTROL

Commercial banks act as financial intermediaries by performing the functions of mobilizing the funds form one group of people, lending the same to other group of people (of course, after maintaining the required liquidity provision) and thus achieving a reasonable amount of profit after meeting the costs of fund administration. The very nature of the commercial banking function hence demands that the management of bank funds is one of the important responsibilities of bank management. Unless the fund management function is efficiently planned and executed, none of the commercial banking functions can achieve its minimum potential profit for the bank. The specific objectives of funds management in a commercial bank are:

i)
To maximize earnings to the share holders

ii)
To provide adequate liquidity and cash

iii)
To mange the loan and investment portfolios in the best possible manner so as to ensure profitability.

iv)
To maintain a reserve for contingencies

v)
To manage the bank’s other activities, with the prudence appropriate to a person act ing as custodian of the funds of others.

Considering the above points, few control regulatory measures on lending have been taken by the Bank.

Bank Company Act-1991

Bank Company Act-199, I that provides the legal framework for the prudential regulation and supervision of banks. Few restrictions imposed on the commercial banks are discussed below:

Section 27 Restoration on loans and advances

(1) No banking company shall—

(a)
Make any loans or advances against the security of its own shares

(b)
Grant unsecured loans or advances to, or make loans and advances on the guarantee of

I.
Any of its directors,

11.
Any of the family members of any of its directors,

III.
Any firm or private company in which the banking company or any of the persons referred to in sub-cause (I) or sub-clause (II) is interested as director, proprietor or partner, or

IV.
Any public limited company which is managed by any director of the banking company or by any member of family of any of its directors and in which any of the persons as aforesaid has such share by which he is empowered to vote for 20% or more of the share holding of the company.

(2)
No banking company shall make loans or advances to any of its directors or individuals, firms or companies in which it or any of its directors is interested as partner director or guarantor, as the case may be, without the approval of the directors of that banking company, excluding the director



concerned.
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 No banking company shall without the prior written approval of  Bangladesh Bank allow either directly or indirectly any such facility to any person or institution the value of which-

 (4)
The managing director of every banking company shall, before the close of the month succeeding that to which the return relates, submit to the Bangladesh Batik a return in the prescribed form and manner, showing particulars of—

(a)
All loans and advances granted by it to companies private as well as public in which it or any of its directors is interested as a director.

(b)
All loans and advances granted by it to public companies in which it or any of its directors is interested as managing agent or guarantor.

5)
If on examination of any return submitted under sub—section (4) it appears to the Bangladesh Bank that any loans or advances referred to in that sub—sections, have been

granted to the detriment of the interest of the depositors of the banking company, the Bangladesh Bank may, by order in writing, prohibit the banking company form granting any such further loans or advances or impose such restrictions of the grant thereof as it think fit, and may, by like order, director the banking company to secure the repayment of any such loans or advances within such time as may be specified in the order. Section 28 Restriction or power to remit debts​

(1)
A banking company shall not, except with the prior approval of the Bangladesh Bank, remit in whole or in part any debt to it by-

(a)
Any of its directors, and the member of his family

(b)
Any firm or company in which any of its directors is interested as director, partner, managing agent or guarantor, or

(c)
Any individual, who has interest with any of its directors as his partner or guarantor.

(2)
Any remission made in contravention of the provisions of sub section:


(I)
Shall be void and of no effect and any person committing such remission shall be punishable with imprisonment which any may extend to three  years and shall be liable  public interest to do so. it may determine  in relation to by banking companies generally or by any banking company in particular. and when the policy has been so determined, all banking companies or the banking company concerned. as the case may by, shall be and to follow the policy as so determined.

(3)
without  prejudice to the generality of the power conferred by sub-section (1), the

Bangladesh Bank may give directions to banking companies either generally or to any banking company or group of banking companies in the following matters, namely—

(a)
Credit ceiling to be maintained.

(b)
The minimum ratio of’ small loans or other loans to the total advances to he maintained,

(c)
The purpose for which advances may or may not be made,

 (d)
The limit up to which advances may be given to any banking company or group of banking companies, a person or group of persons.

(e)
Secured advance and ceiling of interest on advance, (f~ The rates of interest to be charged on advances.

(3)
The amount deposited with the Bangladesh bank under sub-section (3) or any par thereolmay be released by it to the banking company conditionally or unconditionally by written order.

•
Besides, as a part of indirect control on commercial banks lending loan Classification and loan default criteria are formulated and modification in this area are also brought about form time to time through the issuance of Circulars.

•
At present, the period after which an overdue continuous or demand loan would be adversely classified is extended by three months. As per revised criteria, continuous, demand and term loans up to five years will be overdue form the day immediately following the date for repayment of the loan installment. Term loans for over five years, short term agricultural loans and micro credit will be overdue after six months from the repayment date; and in all cases the borrower will he treated as being on loan default after six months from the date on which the loans fell over due.

•
Provisioning will have to he made from the bank’s profit against adversely classified loans.

• Few statistical statements are submitted to Bangladesh Bank regularly for their analysis of’ investment deposit ratio and credit deposit Ratio, Liquidity position et

•
Bangladesh Bank review the newly sanctioned/ renewed/ enhanced/ rescheduled loan facilities of Tk. 1 crore and above, extended by the scheduled banks on monthly basis as part of lending risk management.

DOCUMENT AND SECURITIES TO BE OBTAINED FOR DISBURSEMENT OF

LOANS

1. Cash Credit (Pledge & Hypothecation)

1.
Demand Promissory Note (D.P. Notes)-Joint or/ and Single.

2.
Letter of Continuity.

3.
Letter of Hypothecation/Pledge.

4.
Agreement for pledge of security.

5.
Stock Ownership Certificate.

6.
Stock Delivery letter.

7.
Letter of Guarantee (if applicable).

5.
Stock Ownership Certificate.

6.
Stock Delivery letter.

7.
Letter of Guarantee (if applicable).

8.
Mortgage Deed (Deed of mortgage) and Registered Irrevocable General Power of attorney (Bank takes the power of Attorney to sale/Dispose of the mortgage property unconditionally in case of failure of the borrower).

9.
Deed of Agreement (Deed of Agreement is taken for acceptance of amount of liability).

10.
Memorandum of Deposit of Title Deeds.

11.
NEC (Non-encumbrance certificate/ Encumbrance Certificate showing ft~ property mortgaged to the bank).

12.
BLA’s opinion on the title of property-BLA’s Certificate of satisfactic regarding completion of documentation and obtainment of securities.

13.
Certificate of Registration of charge with Joint Stock Co. (in case of companies).

14.
Memorandum of Articles of Association with certificate of Incorporation (In case of Private Limited Company) and certificate of commencement of Business (incase of Standard Limited Company). List of Directors inform duly certified by the Registrar of Joint Stock Co. (in case of Limited Company).

15.
Statement of stocks signed by the borrower and duly Inspected by bank official on monthly basis.

16.
Valid Trade License.

17.
insurance cover note (Covering the risks as per sanction letter).

18.
Undertaking on Non—judicial stamp for Burglary insurance from the borrower.

I 9.
Up—to-date rent paid receipt of landed property and up to date Municipal holding Tax paid receipt

20.
Documents relating to the title of the property.

21 .-Approved plan form competent authority.

22.
Permission/NOC from Rajuk/ CDA/ KDA/ Housing settlement Office/ Cantonment Board (In case of lease property) for creation of mortgage to Bank.

23.
Tax clearance certificate (containing TIN & Date)

House Building Loan (HBL)

1.
Approved plan form RAJUK! CDA/ KDAI Municipal Authority with Mouza Map.

2.
All documents! securities relation to collateral! Landed property, MDTD​Memorandum deposit of title deed. Undertaking on Non-judicial stamp. Deed of Agreement on Non-Judicial stamp.

3.
Certificate! Declaration from the party/ Borrower against monthly rental income.

4.
D.P. Note (Joint and & Single).

5.
Letter of Continuity.

6.
Letter of Guarantee.

7.
Agreement for Pledge of securities.

8.
Clearance Certificate! permission from RAJUKICDAI KDA/ Municipal Authority! Housing Settlement.

Loan under Consumer’s Credit Scheme

1.
Application for Credit facility under C.C.S.

2.
Promissory Note.

3.
Demand Promissory Note delivery Letter.

4.
Letter of Undertaking.

5.
Letter of Hypothecation

6.
Personal Guarantee Letter (as per Head Office Performa).

7.
Hire Purchase Agreement (as per Head Office Performa).

8.
Purchase Schedule of goods.

9.
Balance Confirmation letter.

10.
Letter for payment of installment.

11.
Request letter for disbursement.

1 2. Purchase order registration and Insurance of vehicles.

13.
Acceptance of terms of Investment on the sanction advice.

The process starts by the application of the subscriber. When he desire for the loan he express through the application. Than the bank evaluate it. If they’ find it profitable and not risk they can lend money. The proposal is send to the credit department. After evaluation the)’ send it to the head office. The process occurs in this way. The borrowers enjoy the credit with the bindings that he has to pay the installment in monthly basis.

Analysis of the performance of Standard bank limited

The performance of a commercial bank can be judge by its financial statement. For this reason I have judge and analysis the last 3 years data of Standard bank limited. At first the highlights will be shown:

Authorized capital

We can see that in 2002 the amount of authorized capital was 1250 million. 12001 the authorized capital amount was 750milion, which was same in the three years. For consistent with the other bank the authorized capital has increased.

Paid up capital

The paid up capital is same all over the year.

Deposit

A strong deposit base is critical for success of a bank. The SBL also develop its deposit. At first it was not so strong. The Bank has mobilized total deposits of Tk 4101.56milon as on December 31 2002 as against Tk2749.07 as on December 2001. Showing an increase of 49.20%. The Bank introduced highly lucrative Deposit Schemes to encourage and mobilize the deposit as well as for the welfare of the people. There are various steps are taken to further increase the deposit of the bank.


Advance

The hank mainly extended credit facilities to the private sector for trading as well as project loan in industrial sectors through syndication with other banks and financial institutions. The Bank also extended credit facilities to explore export sectors for general and non traditional items from Bangladesh. The total loans and advances of the Bank stood at Tk. 3495.7 1 million as on December 3 1, 2002 which is 47.80% higher than previous year.

Investment

The most important source of income is investment. Which the other private Banks depends on investment for their major source of income, Standard Bank’s is a new bank so its investment is not sufficient but it try its level best. The size of the investment portfolio in the year 2002 stood at Tk. 482.27 which is 83.93% higher than previous year.



Loans &Advance Position in Standard Bank Limited Topkhana Road

Branch:

The total loans and advances business of the Standard Bank Limited is very hopeful, and in here Topkhana Road Branch plays quite important role in that. They give loans in various sectors but it mainly related to industry side. The total loans and advances position in Topkhana Road Branch of Standard Bank Limited (March 31, 2004) are given below:

	Loans & Advances
	Amount

	Term Loan (Industrial)
	1,70,0 1,526.00

	Term Loan (Others)
	64,78,789.00

	House Building Loan
	9,41,18 1.00

	Staff Loan Agst.P/F
	1,77,678.78

	Transport Loan
	9.4 1,659.00

	Loan General
	2,77,025.00

	Secured Over Draft
	14,09,79,634.53

	Cash Credit
	26,85,30,156.38

	Inland Doc.B ills Purchased
	2,88,16,052.00

	PAD(Cash)
	2,36,79,003.00

	Loans Agst Trust Receipt
	12,62,47,42 1.00

	Consumer Credit Scheme
	14,30,487.00


In percentage they are as 10110w:

	Type of Loans &Advances
	Percentage

	C.C. (H)
	50.28%

	SOD
	28.77%

	Transport
	.18%

	Loan General
	.047%

	Term Loan (others)
	2.52%

	Others
	18.203%


Graphically hey are as follow:


FOREIGN EXCHANGE OPERATION OF SBL FOREIGN EXCHANGE

The Foreign Exchange Regulation Act 1947 as adopted in Bangladesh defines Foreign Exchange means foreign currency including any instrument drawn, accepted, made or issued under clause 13 of article 16 of Bangladesh Bank order 1972 and all deposits, credits and balances payable in any foreign currency and any drafts, traveler’s cheque. letter of credit and bill of exchange expressed or drawn in Bangladesh currency but payable in any foreign currency. Dr.Paul Einzing defines Foreign Exchange as” The System or Process of converting one national currency into another and of transferring the ownership of money from one currency to another.”

ATHORISED DEALERS PERFORMING BUSINESS

Bangladesh Bank in exercise of the power conferred by Section (3) three of Foreign Exchange Regulation Act 1947 issued license to schedule bank to deal in Foreign Exchange. From that power Bangladesh Bank gave permission to SBL for Foreign Exchange operation. SBL started operation Foreign Exchange business from 3td June 1999. Out of 14 branches of SBL 8 branches can deal in Foreign Exchange business. These are known as Authorised Dealer Branches. Bangladesh Bank issued the licenses.

Foreign Exchange Business in SBL:

Foreign Trade operation of the Bank played a significant role in the overall business of the Bank. For smooth functioning of foreign trade business the Bank have already established a large network of Foreign Correspondents covering the world wide important financial centers. During the year 2002, the Bank has contributed in the countries national economy after successfully handling of foreign exchange transaction viz. Import, Export, and incoming and outgoing foreign remittances in the volume of Tk.6416.82 million compared to Tk.3673.58million in the previous year, which is 42.75% higher than the last year .And the total growth from 31.12.01 to 31.12.02 is 74.67%.

	Year
	(Taka in million)

	As on 3 1.12.02
	6416.82

	As oii 31.12.01
	3673.58

	As on 31.12.00
	1540.27

	As on 3 1.12.99
	143.00


The Following Branches of SBL operate Foreign Exchange Business:


	S.L. No
Name of Branches

	Dhaka Division

	01.
	Principal Branch

	02.
	Foreign Exchange Branch

	03.
	Topkhana Road Branch

	04.
	Iniamgonj Branch

	05.
	Gulshan Branch

	Chittagong Division

	06.
	Agrabad Branch

	07.
	Khatungonj Branch

	08.
	jubilee Road Branch


SBL & Foreign Exchange Operations:

SBL started its commercial banking activities in full scale on the June 03, l999.Forei~ Exchange operations of SBL are performing in a large profile. For convenience the. mechanism can be broken in to three parts:



• Export

•
Import

•
Remittance

Export and Import Procedure

Modern world depends upon foreign exchanges to do trade with other countries. Foreign trade refers to the trade between different sovereign nations. Smaller or large any country of the world now cannot goes without the help of other country. It can run without keeping relationship with any specific country. But it is not possible to exist without keeping relation with other countries of the world. No country in the world can produce everything that it requires. Every country specializes in the production of some commodities which it can produce comparatively low price.

Foreign trade may be categorized into export trade and import trade. Export trade means selling goods to other countries. The foreign trade is most important to develop the economy of a country. But in our country foreign trade is not developed. We always import large number of different commodities. Our imports are always higher than export. So the balance of trade remains unfavorable.

Now a days foreign trade is very important. The role of SBL in foreign trade is also important. As a banking institution SBL perform export and import as a part of foreign exchange transaction. It is done on interest and commission basis.

Import and Export of Bangladesh are regulated by the Ministry of Commerce in accordance with the Import and Export (Control) Act 1950 as adopted in Bangladesh. Import Registration Certificates (IRC) and Export Registration Certificate (ERC) are issued by the office of Chief Controller of Import and Exports (CCI&E). Intending Importers and Exporters are to submit applications to CCI&E for registration along with the required papers/document.

IRC (Required papers/documents)

‘ Application

•
Trade license

•
Nationality Certificate

Income Tax Certificate along with TIN

•
Bank Certificate

•
Membership Certificate from Trade Association

•
Certificate of Incorporation, Memorandum and Articles of Association (in case of Limited Company), Partnership Deed (Partnership firm).

•
Any other documents as per current Import Policy Order.

ERC (Required papers/documents)

Application

•
Nationality, Assets certificate of the proprietorship/partnership deed of partnership firm/ Memorandum and Article of Association of Limited Company.

•
Bank Certificate. Trade License.

I Income Tax Certificate along with TIN.

•
Any other documents as per current Export Policy Order.

Remittance, Export, Import Business Mechanism of SBL

Foreign Exchange: Mechanism to settle international payments.

Foreign Trade:

Remittance:

Home

Abroad

Export:
Payment is received Import: Payment is made

Foreign Exchange Business:



• Export



• Import

•
Remittance

Export:

a.
Export Registration Certificate (ERC)

b.
Membership of an authorized Trade Association.

c.
Credit Report.

d.
Export L/C checking and advising.

c.
Export Certification

f.
Pre-shipment for Export

g.
Processing for Export

h.
Executive

i.
Submission of Export documents

j.
Checking

k.
Preparation of offering sheets Registration Collection

Negotiation and Collection

a.
Purchasing Documents

h.
Sending documents to L/C opening hank /Correspondent for collection of proceeds.

c.
After collection adjustments of negotiations.

Export under Back to Back system

a.
Export L/C advising

b.
Proposal for BB-L/C

c.
Checking process to open BB-L/C

d.
Formalities

e.
Time gap between import and export credit report of buyer /supplier

Sending of BB-L/C: Advising bank / Foreign Correspondent’s add confirmation.

Lodgment of BB L/C Bills

a.
Shipping documents.

b.
Evidencing dispatch of goods.

c.
Acceptance of import bills.

d.
Confirming of due date to negotiating.

e.
Clearance of raw materials.

f.
Storing in bonded ware house.

g.
Manufacturing of the products.

h.
Pre-shipment Inspecting Certificate.

Negotiation of export bills

a.
Execution of export

b.
Submissions of export documents..

c.
Checking

d.
Negotiation

e.
Disbursement of funds to different heads A/C including F.C held for payment of

BB L/C.

Realization of Proceeds and Reporting

a.
Crediting A/C

b.
Adjustment of Negotiation value

c.
Payment incentive

d.
Export incentive

e.
Preparing for exports

f.
Settlement of any other claim.

Import:

Selection Clients:

a.
Credit Report

b.
Credibility

Introduction of Clients as Importer

a.
Industrial / Commercial I RC

b.
Membership of Chambers of Commerce

c.
Trade Association

L/C Conditional Undertaking of Bank of Payment

a.
Processing to open

b.
Permissibility and marketability of the item.

c.
Price competitiveness

d.
Credit report of the supplier / beneficiary.

e.
Fixation of cash security

f.
Documentation

g.
Preparation of cash vouchers

h.
Realization of cash security

i.
Commission and other charges

Sending of L/C

a.
Air mail to advising bank

b.
Telex Add Confirmation

Lodgment

a.
Checking of import bills upon receipt from Negotiation/Collecting Banks

b.
Entry in bills Register.

c.
Passing of vouchers

d.
Purchase of foreign currency fund for payment of the bills

Retirement

a.
preparation of cost memo

b.
intimation to importer regarding arrival of shipping documents

c.
Delivery of documents against receipt of payment endorsement

Post Import Finance

a.
Loan against Trustee Receipts

Enlistment of clearing and forwarding agent

Reporting to Bank

a.
Monthly return and statement of Head Office.

Remittance:

a.
Inward remittance

b.
Outward remittance

Instrument of Inward & Outward Remittance

a.
Cash

b.
Traveler’s Cheaque

c.
Foreign Demand Draft

d.
Telegraphic Transfer

e.
Mail Transfer

f.
Payment Order

g.
International Money Order

h.
Cheaquc

Foreign Remittance Section performs the following functions:

Selling

a.
Selling of traveler’s cheaque to Bangladeshi travelers.

b.
Selling cash foreign currency in the form of draft and ties to Bangladeshi stud~nt~ for education abroad.

c.
Selling of foreign currency to Bangladeshi for medical expenses

d.
Selling of foreign exchange to non-resident stock investor

Buying

a.
Buying of International currency from foreigner and Bangladeshi

b.
Buying cash foreign currency from foreigner and Bangladeshi.

c.
Buying of draft from Bangladeshi.

d.
Buying of foreign currency from FC account of Bangladeshi individual as well as from exporters

e.
Buying of foreign currency from non-resident investing in shares and stocks of Bangladesh.

Imports of SBL

Foreign Exchange trade is performed under internationally set norms and standard. Import is no exception and all commercial banks serve the importers under those defined norms.

Year by year import performance of SBL:

	Year
	Amount (Taka in million)

	2000
2001
	1457.06

	
	2698.56

	2002
	5171.88


Methods of Import Financing

Letter of Credit is the most important method of import financing. International trade takes place between sellers and buyers located in different countries. The parties to  trade transaction are not always known to each other. Even if they are known to  other the seller ma not have full confidence in the credit worthiness of the buyer not like to pay before he actually receives the goods. In letter of credit the bankers worthiness is substituted for the credit worthiness of the importer.

Under a banker’s letter of credit, the issuing bank gives a written under taking on behalf of the buyer that the hank will honor the obligation of payment or acceptance as may be, on presentation of stipulated documents. At the request of importer bank issue the letter of credit at a margin prescribed by the Government or it may be fixed up on  basis of the banker-customer relationship.

Letter of Credit (LIC)

Simply we can say that, Letter of Credit (L/C) is a guarantee by a bank on the financial obligations of a firm that owes payment or the L/C represents a commitment by that bank to hack the payment owed to the exporter.

L/C is an instrument issued by a bank on behalf of one of its customers authorizing an individual or a firm to draw drafts on the bank or one of its correspondents on its account under certain conditions stipulated in the credit.

Instrument related to Letter of Credit

A letter of credit is issued by a bank at the request of an importer in favor of an exporter from whom he has contracted to purchase some commodities or services. Generally the letter of credit is transmitted to the beneficiary through a bank in the beneficiary’s country. Therefore, parties of letter of credit are mainly:

•
Importer / Applicant: This is the person who requests the opening bank to open

L/C.

•
The Issuing Bank (Opening Bank): This opens/issues L/C, on behalf of the importer.

•
The Advising Bank! Notifying Bank: Concerned Bank of supplier’s country.

•
Exporter/Seller/Beneficiary: The party in whose favor the L/C is established.

•
Confirming Bank: Is the Bank, which negotiates the bill and pays the amount  the beneficiary.

•
Negotiating Bank: Is the bank which negotiates the bill and pays the amount to the beneficiary.

•
Paying/Re-imbruing Bank: Is the Bank on which the bills is drawn.

•
Transferring Bank: Original beneficiary may transfer L/C second beneficiary/beneficiaries as per clause of the L/C. The bank of the original beneficiary authenticates the transfer and the hank is known as transferring hank.

•
Bill of Exchange: It is an unconditional order in writing (signed)by one person (the drawer) to another person (drawn) which directs to pay’ a certain sum at sight or at fixed or further determinable date to the order of the party which is to receive payment (payee).

•
Transaction Documents: It is the document, which ensures the shipment from the beneficiary to the ultimate destination.

•
Insurance Document: It is the documents, which ensures that the goods are insured.

•
Other Documents:


1.
weight Certificates


2.
Certificate of Origin


3.
inspection Certificate

Types of L/C:

•
Revolving Credit

•
Transferable Credit

•
Straight Credit

•
Stand by Credit

•
Back to Back Credit

Types of L/C according to payment method

•
Sight Payment

•
Deferred Payment

Forms of Documentary Credit

Revocable Credit: A revocable credit is one where the issuing banker is at liberty to revoke i.e. cancel the credit at any time.

Irrevocable Credit: An irrevocable credit is one which cannot be revoked, amended or modified by the issuing bank without the concurrence of the interested parties.

How Does the Bank Open The L/C

Bank finance facilitates the importer in opening the L/C. If the application and the supporting documents are in order, the bank approves the amount of the margin that the importer would he the required to pay in respect to the L/C. The amount of the margin  to be deposited by the importer is determined on basis of his financial position. his pas:

performance and Government Instruction and on the basis of the banker and customer relationship. After the preliminaries are over the bank opens the L/C in favor of the supplier through its correspondent bank in the supplier’s country.

While opening L/C SBL follows the following procedures

•
LCA from properly fill up and signed by importer

•
LC application duly filled in signed by the importer

•
Purchase contract in the shape of an Indent or Proforma invoice duties signed by the buyer and supplier

•
Insurance cover note

•
Membership certificate of the importer from a chamber of commerce and industry or registered trade association

•
Proof of renewal of Importer Registration Certificate (IRC) for the current ear.

•
L/C application properly stamped, signature verified and margin approved and properly retained.

•
Indent/Proforma Invoice signed both by the importer and Indenter/ Supplier

•
Ensure that the relevant particulars of L/C application correspond with those stipulated in I Indent/ Proforma invoices

•
Validity of LCA entitlement of goods, amount etc. confirm with L/C Application Form

•
Conversion and rate of exchange correctly applied

•
Charges like commission F.C.C, Postage, Cable charge-if any recovered

•
Insurance Cover Note-in the name of the bank A/C-importers covering required risks and voyage route

•
Incorporation of instructions for Negotiating Bank as per banks existing arrangement

•
Reimbursement instructions for Reimbursing Bank

•
Instruction for Negotiating Bank

•
If Foreign Banks confirmation is required necessary permission is obtained and accordingly advising bank is advised as per banks existing arrangement

•
If add confirmation is required charge is recovered from the applicant.

Import Procedure in Flow Chart:

Requesting with CCI&E

Securing Indent / Proforma

Invoice

Apply to Bank for LCA form



 Bangladesh Bark Regn. Unit 

Checking of Pass book, PG etc

Consult source of fund viz,

Cash/AID/Grant Barter / STA

etc from import policy! public

Notification, if any

Receipt
of LC A from Bangladesh 




Bank Regn. Unit

Application for opening of LC in

prescribed LC Application Form

Preparation of LC Margin

offering sheet

Checking of LC

Enter into L/C opening Register

Passing of vouchers
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Cr. Comm. on L/C  a/c

Cr. F.C.C. A’C

 Passing of contra liability Voucher

Cr. Cable

Cr. Postage
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Dispatch of LIC

1.
Original together with Advising Bank copy though Correspondent

2.
Reimbursement Banks copy to Reimbursing Bank

Whether any amendment of L/C
No
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yes
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Revised proforma invoice, if any

Formalities observed for effecting Amendment

Amendment Advised through correspondent

Receipt of Import bill & scrutiny there of

If there is discrepancy

It is lodged in IFBC

Lodgment of import bills in PAD it documents 
found otherwise is order.
Obtain acceptance from importer


I



Retirement of Import bills
Whether party requested for LIM

Dr. party a c


Cr. PAD

Cr. I/A interest on PAD, if any Yes

Yes

Obtain application & process for ​sanction as Per existing circular

Sanction of LIM & obtain documents

Arrange clearing of goods through approved C & F Agent

 Dr. LIM

Cr. PAD

Operational Activities of Import Section:

•
Officers in L/C opening desk process L/C application

•
Proposals for opening L/C (cash) being prepared by the officers.

I.
For internal approval: It is made for those importer who are enjoying L/C limit facility for a period of 12 months approved by the Head Office

II.
For Head Office approval: Proposal made on case to case basis in a detail format for those importers during their initial three to six months period. Satisfactory performances in the account during the period upgrade them to avail full fledged credit line on 12 months basis.

•
Obtained charge document

•
Negotiate with the importer for margin fixation

•
Negotiate with the importer for fixation of terms of retirement of bills/PAD

•
Obtain information about the market ability and gathering local price level of the commodity to be imported

•
Next steps is to open the Letter of Credit

I.
An L/C number is provided

II.
Opening charge/commission recovered

	Charges
	are
	as follow:
	

	Margin
	
	
	
	10% of total L/C value (in local currency)

	Commission
	
	
	
	.50% of total L/C value (in local currency)

	VAT
	
	
	
	15% of the commission

	FCC
	
	
	
	Tk.1000

	Telex
	-
	
	
	Tk.3500

	Postage
	
	
	
	Tk.1500 (for India Tk.300)

	Stamp
	
	
	
	Tk.150

	Miscellaneous
	
	
	
	Tk.50

	
	
	
	
	


Ill. Charges and liability vouchers are passed. The following vouchers are to be

passed: -

Dr. Customer’s liability for LIC

Cr. Bankers Liability for L/C

Dr. Importers k/C

Cr. Margin on L/C

Cr. Income A/C commission, charges etc

IV.
There must be maintained margin and liability register.

V.
Preparation and checking of L/C body in accordance with the Performa Invoice (P1) or Indent. Signing of L/C by’ two authorized officers and giving go ahead for the transmission of the same.

•
Officers also prepare Credit line proposal for importers

1.
Lodge the documents in PAD

11.
Notify the importer to release the original documents

III.
Arrange the retirement of the original documents after recovery of dues in cash against related PAD

IV.
Issue shipping guarantee against non-negotiable copy documents if original shipping documents are not received in time.

For payment of the import goods the following documents must observed strictly which are send by the exporter bank

1.
Billof Exchange

2.
Invoices

3.
Packing List

4.
Bill of Lading

5.
Certificate of Origin

But there find some discrepancies are found in the import documents and they are as follow:

a.
In adequate number of invoice

b.
Submission of shipping documents after expiry of L/C

c.
Late shipment

d.
Stale documents/stale B/L

e.
Excess drawing

f.
Shipment made from and to ports other than those permitted in the relevant L/C

g.
BIL not properly authenticated or full set not submitted or B[L not clear

h.
No indication of “freight paid~’ or “Freight payable at destination”

i.
Partial shipment or transshipment made in spite of prohibition in the L/C

j.
“On Board” endorsement unsigned or not dated on the B/L

k.
Difference in weight in the invoice and weight and measurement certificate

I.
Specification of goods differs from that of L/C terms

m.
Inadequate number of B/L copies

n.
Tenor of draft wrong

o.
Short submission of documents

p.
1 nconsistent documents presented

Import Business in Standard Bank Topkhana Road Branch

The total import business of the Standard Bank Limited is very hopeful, and in here Topkhana Road Branch plays a very vita! ro!e. Through this Branch Importers import various kinds of product, mainly they are as follow:

1)
Octanol

2)
Printing Chemicals

3)
Diagnostic Reagent

4)
PVC Resin

5)
Photographic Film

6)
X-ray Film

7)
Surgical Items

8)
Papers

9)
Computer, Printer, Scanner

10)
Leather Chemicals

11)
Toothbrush

12)
Raw materials for manufacturing Fluorescent lamp

13)
Reconditioned Vehicles

14)
Chalk powder

15)
Seed

16)
Coated Steelier

17)
Dry cell Battery

18)
D-Allcthrin

19)
Calcium Carbonate

20)
Kitchen Equipment

21)Lamp Starter

EXPORT OF SBL

Foreign exchange trade is performed under intentionally set and standard. Export is no exception and all commercial banks serve the exporters under those define norms. The bank continued to play an active role in promoting countries export import business in export sector. SBL started export business from 2000.

	Year
	Amount (in million)

	2000
	81.77

	2001
	682.48

	2002
	871.74


Methods of Export Financing:

The Exporter needs finances at various stages, some at the pre-shipment stages and the others a: the post shipment stages.

Pre-shipment Credit

Pie-shipment credit. as the name suggests. is given to finance the activities of an exporter prior to the actual shipment of goods. Such advances are given for procurement and processing raw materials, packing and transporting goods, payment of insurance premium. inspection fees, freight charge etc. As with other loans and advances, assessment of the actual need of the actual need of the borrowers, disbursement and recovery of the loans are of paramount importance for grant of pre-shipment credit. General  bank grants pre-shipment credit against irrevocable confirmed unrestricted letter of credit received by an exporter from an overseas buyer.

This condition  be relaxed in the case of reputed exporters maintain satisfactorily conducted accounts for a reasonable period of time. Even in such cases the bank would ask for an assurance in the form of a contract cable or a letter showing the value of the order, quantity of the goods, date of shipment, name of the buyer etc. in all credit worthiness and reputation of the foreign buyers need to be scrutinized before extending the credit.

Before extending pre-shipment credit the Bank takes into consideration the credit worthiness, export performance of the exporters and other documents and information which are otherwise required for sanction of loan as per the existing rules and regulation in force. Financing at the pre—shipment stage is generally called packing credit. Although the stages of the activities extend for beyond the stage of packing pre-shipment credit is generally under the following arrangement

Packing Credit

Packing credit is a given against the security of Railway receipt, Steamer receipt etc. evidencing transportation of goods to the port since the receipt represents the title to the goods. Banks position is no more or less secured. This type of credit is sanctioned for the purpose of procurement of goods liquidated by the exporter through dispatch by presentation of he shipping documents to the negotiation.

Important Key points allowing Packing Credit:

· The exporter is duly registered with CCI&E holding valid Export Registration Certificate.

· Credit worthiness of the Exporter be judged where applicable with reference to the financial statement.

· Past Export Performance

· That the L/C is genuine, irrevocable, unrestricted valid, containing standard terms and conditions and is of a first class foreign Bank Lien duly marked on it, the status of the Bank should also be ascertained. Reimbursement clause is carefully noted to serve the purpose.

· The terms of credit do not violate Exchange Control Regulation of the country.

· If needed the buyer’s credit worthiness is verified through foreign correspondent.

· Credit requirement of the party must be with in the set norms of credit restrictions.

· All terms and conditions as per sanction advice or as is applicable with regard to ostentation of collateral securities are complied with.

· In case of hypothecation the stock report duly authenticated by the exporter and verified by Bank’s representative. In case of pledged, stock report is obtained regularly as per terms of sanction. Officers of the Bank should also periodically inspect the stock to tally with the stock report submitted to cover the advance.

· Appropriate insurance Policy incorporating Bank’s mortgage clause covering all relevant risks is obtained.

· No drawing should be allowed against expired L/C. If the goods are not shipped with iii the date stipulated in the L/C, the advance should he called back with resultant interest

· The Export document compiled with credit terms when negotiated and proceeds there are appropriated for adjustment of advance already granted.

ECC (Export Cash Credit)

Pre-shipment loan in the form of ECC is also allowed in pre-agreed proportion (Up to 15% of import bill) to the about of import bills lodged! shipping guarantee allowed under the Back to Back L/C to enable the exporter meet related working capital requirement.

Back to Back Letter of Credit

Under this arrangement the Bank finance an exporter by opening a letter of credit on behalf of the exporter who has received an export letter of credit from the overseas buyer but who is not the complete manufactures or producer of the exportable goods. The letter of credit is opened in favor of the actual producers or suppliers within or outside the country. The need for back to back credit arises because the beneficiary of the original letter of credit may have to procure the goods from the actual producer who may not supply the goods unless its payment is guaranteed by the bank in the form of a letter of credit.

Back to Back L/C Guiding Rules:

•
As per regulation back to back import L/C may be opened uptol8O days usance basis except against Export Development Fund (EDF). Back to Back L/C is opened on sight basis under EDF.

•
Usance period is counted:

(a)
From the Date of negotiation of documents

(b)
From the Date of Delivery Challan

(c)
From the Date of Acceptance of Draft

•
Interest for the usance period is allowed in the back to back L/C and same should not exceed LIBOR or the equivalent interest rate in the currency of settlement.

•
The back to back L/C should contain condition of pre-shiprnent inspection internationally reputed inspecting agent regarding quality and quantity merchandise.

•
Inland back to back L/C in foreign currency may be opened in favor of local manufactures/supplier against master export L/C received by export oriented industry operating under bonded ware house system.

•
Back to back L/C is opened at sight basis and fund is borrowed from Bangladesh Bank for payment at sight under Export Development Fund (EDF) Scheme. After opening L/C under EDF, statement of opening L/C in prescribed form is Head Office of the Authorized dealer for onward submission to Bangladesh Bank. This is treated as requisition of Fund under EDF.

On being satisfied with the L/C application and other papers with completing all the formalities. hank will proceed for opening of hack to back L/C as pci- procedure.

Post Shipment Credit:

Post shipment credit is given to the exporters by the banks after the actual shipments of goods. This necessity for post shipment credit arises because the exporters who have shipped the goods have to wait for a long time for receiving payment from the overseas buyers. This period of waiting depends on the terms of payment. The exporters need fund to carry on his normal export activities. Bank generally finances the exporters at post shipment stage on verification of the credit worthiness and financial soundness of both buyers and sellers. Post shipment credit ordinarily takes the following shape:

I.
Negotiation of documents under Letter of Credit.

II.
Purchase of D.P and D.A Bills if presented without Export L/C.

III.
Limits are sanctioned on careful scrutiny of the credit worthiness and business integrity of the sellers and the buyers.

IV.
Shipping Documents are scrutinized thoroughly.


V. Negotiation of document under Letter of Credit.


  The documents for negotiation generally include



•
Bill of exchange or draft



•
Bill of Lading



•
Insurance Policy



•
Invoice



•
Certificate of Origin



•
Inspection Certificate



•
Any other document specially called for in the Letter of Credit.

Purchasing foreign (export) bills:

At post shipment stage, Bank finance to exporters by purchasing export bills. These credits are sanctioned on careful scrutiny of the bill documents, the credit worthiness and business integrity of both seller and buyer. At the time of bill purchasing Banks pay 20% of the total bill value to the exporters as an OD (Over Draft) rest of money i.e. 80% of the total bill values at-c deposited to the exporters E.C.C account to pay import hills. In put-chasing discounting export bill will have to scrutinize all the export documents careful!. The advanced amount is being adjusted after realization of export bills.

Necessary parties involving in export transaction:

in the Export L/C procedure, there are some parties who play important i-ole in total procedure. And they are as follow:

a.
Importer

b.
L/C Advising Bank

c.
Exporter

d.
Confirming Bank (if any)

e.
Negotiating Bank

f.
Paying! Reimbursing Batik

Opening of Export L/C, there are some formalities and some requirement that must be followed strictly. The required paper/documents are as follow:

a.
Master L/C

b.
Valid bonded warehouse License

c.
Quota Allocation for Quota items

d.
Textile Registration

e.
ERC in addition to IRC

f.
Indemnity/undertaking

g.
No objection from previous banker (if any)

h.
Factory Inspection Certificate

i.
BGMEA Membership

j.
License from Fire service & civil defense

k.
VAT Registration

Bank may add additional confirmation to export L/C where there is specific instruction from the L/C Issuing Bank to do so. Additional confirmation of L/C gives the seller a double assurance of payment. In addition to undertaking of Issuing Bank, the beneficiary gets assurance from a Bank in their own country with definite undertaking for payment provided that all terms and conditions of the credit are complied with. Bank’s Requirement of adding confirmation:

a.
Issuing Bank should be a reputed bank.

b.
Credit Line/Arrangement with the L/C issuing bank.

c.
L/C clauses are to be acceptable to confirming bank.

d.
Appioval from the competent authority for adding confirmation of export L/C.

Confirmation charges are to be recovered as per rules.

All export must he declared on the EXP form. On EXP form statuary declaration is furnished by export  before shipping goods to countries outside Bangladesh and certificate on it is given by their banker (Authorized Dealer). The EXP forms issued in quadruplicate and numbered serially.

Befoie opening of a L/C the respective Export L/C must be examined as regards to its value, number, date of issue, name of Issuing Bank, item& quantity, export destination, last date of shipment. expiry date and if the export L/C is transferable, value of transfer and name of the transferring bank to ensure that all relevant clauses of the Export L/C are feasible to he executed .The L/C opening bank must be a reputed international batik. Fii-e and RSD, flood and cyclone insurance policy to be obtained against stock of raw materials, accessories and finished goods as per rules. The export L/C must he acceptable to the bank as per Bank rules and prevailing norms of the country .

There must have sufficient gap between last date of shipment of the Back to Back L/C and date of shipment of Master L/C. In case of requirement. the validity of the master export L/C to he extended suitably enabling complete the pi-adduction of the export cargo after procurement of raw materials with in the validity of the export L/C.

Receipt of Export L/C and advising thereof:

a)
Signature of Foreign Banks on the L/C’s verified when Air Mail Export L/C received from the Correspondent Specimen Signature Book.

h)
If the Export LIC intended to be and operative cable L/C test invariably be agreed and authenticated by two authorized officers.

c)
L/C scrutinized thoroughly complying with requisite of concerned UCPDC provisions.

d)
Attention drawn to the opening bank to any clause which contravene Exchange Control Regulations.

e)
Entry made in the L/C advised Register.

0
Credit advised to the export promptly and advising charges is recovered.

g)
EXP Forms issued only on account genuine partiers after verifying their ERC when presented duly signed by exporter certified by Authorized Officer of the bank.

h)
Entry in the EXP-Certified Register introduced as per specification of ECD Bangladesh Banks.

I)
Reminders sent to the exporters if the relative documents are not submitted in time against EXP already certified by bank.

j)
Export Bills are scrutinized meticulously with L/C terms and condition.

k)
Negotiation made on the same day or on the following day positively under intimation to International Division, Head Office.

1)
Submission of duplicate copy of EXP Form within l5days from date of negotiation of documents as per requirement of ECD Bangladesh Bank.

m)
Submission of triplicate copy of EXP Form to ECD Bangladesh Bank with monthly returns.

n)
Follow-up a proper watch is kept on the bills negotiated under L/C’s and payments are obtained in time.

o)
Bills negotiated under guarantee be followed up and got released.

p)
Counter Guarantee from the export is obtained in case of negotiation of discrepant documents.

q)
Export proceeds Realization certificate he issued only against documents negotiated without discrepancy.

Operational Structure and Related Activities of Export Section:

•
When a new exploiter approaches is for I-outing his business through the counter of the hank. officers of the exported- department visit exporter’s factor for evaluation as the first step.

•
This evaluation report is placed for decisions to the in—charge of international division in head office.

•
it. found feasible the cm-edit line amid security aspect are negotiated and finalized with the approval of the manager.

•
Sanction is issued to customer for availing facilities either on case to case basis or on annual basis

1. The new exporter usually allowed facilities on case to case basis with the prior head office approval each time. This temporary process continues for a minimum period of three to six months.

2.
Satisfactory result on the account during the temporary process continues for a minimum period leads to sanction of a comprehensive credit line renewable after every twelve months.

Next step is to complete documentation formalities and obtain collateral in the form of financial obligation like FDR or Mortgage of property. Only export L/C take as lien for documentation.

•
Then the exporter can start doing business in line with the head office sanction as a first step they submit the export L/C obtained from the buyer abroad or through its agent in Bangladesh.

•
The officer concerned examines clause in the export L/C and submits the L/C to the in-charge of export for further examination.

•
If the export L/C found in order and performable, the exporter is notified to submit back to back L/C application. On the other hand if it is found discrepant then the exporter is instructed to contact the buyer for necessary amendment required to be incorporated in the export L/C.

•
The back to back L/C is scrutinized before proposal for opening of L/C being made.

•
Meanwhile the officer prepare proposal for opening of Back to Back L/C

a.
The internal proposal is made for those exporters who are enjoying L/C limit

facility for a period of twelve months as approved by the Head Office.

b.
Head Office proposal is made on case to case basis in a detail format for the exporters during their first three to six months period satisfactory performance in the account during the period upgraded them to avail full fledge credit line on twelve months basis.

Next step in opening Back to Back LIC:

a.
Entry made in L/C in L/C opening Register.

b.
An L/C number is provided.

c.
Opening charges/commission recovered. Charges as follow:

•
Commission

•
Stamp

•
Postage

•
Miscellaneous

For encouraging the exporter to export. no margin is taken from them.

d.
Liability vouchers are passed.

c.
Pi-peaking and checking of L/C body in accordance with the Proforma Invoice or Indent

t.
Signing L/C by two authorized officers and giving go ahead for the transmission of the same.

•
Back to Back L/C are opened for 120 days (it may be 90 days or 60 days ) si~: bask during which time exporter can receive the raw materials, manufacturing goods. perform export and realize the export proceed.

However to encourage export growth the Central Bank has taken a scheme named EDF (Exporter Development Fund), under EDF scheme exporter who is/are maintaining excellent track record could avail financing from the Central Bank and in such cases sight L/C’s can be opened bitt EDF loan is repayable with 120 days from the date of availing the loan or on repatriation of related export proceeds.

•
When import bill are received the concerned officer of the department scrutinized the

document and perform the following jobs:

a.
First they identify the discrepancy of the document.

b.
Lodge the document in FDBC (ABP).

c.
Obtain the acceptance from the importer(s).

d.
Calculate and notify date of maturity.

e.
In case of discrepant document(s), discrepancies are notified to presenting bank.

f.
Release the original documents to the opener.

g.
In case of discrepancies out of tolerable limit opener may choose not to accept

documents may be refused and returned to the negotiating bank.

•
Insurance of shipping indemnity / guarantee when the importer receive non-negotiable document(s) they approach for shipping indemnity/guaranty in order to release the imported raw materials as soon as it arrived the port to avoid the demurrage.

•
Pre-shipment loan in the from ECC (Export Cash Credit) is also allowed in a pre​agreed proportion (up to 15% of import bill) to the amount of impoits bill lodge! shipping guarantee allowed under back to back L/C to enable the exporter meet i-elated working capital requirement.

•
In addition or as an alternative to ECC or PC (Packing Credit) exporters are also sometimes allowed SOD (Secured Over Draft) in case of acute need of the client.

•
Payment of import bill are settled on respective maturity date by the officer concerned as per L/C commitments out of funds realized through related export bills.

•
In case fund is not made available by the importer to settle a particular bill on due date, the batik arranged to settle the bill by way of creating a fot-ced loan account known PAD(forced)in the name of the impot-ter to keep the commitment made to the supplier’s bank (Negotiating/Presenting Batik). The loan in adjusted after receiving the proceeds of the export bill.

•
Exporters may require L/C limit: pre-shipment credit facility or other line or ct-edit

Like:
ECC, SOD,FDBP (Foieign Documentary Bills Purchased) etc.

Upon receipt of application it is reviewed by the concerned officer of the department and proposal being processed by him. In the pi-ocessing of the proposal following steps are taken:

a.
Assess Ct-edit requirement of the client.

h.
Prepare the Ptoposal.

c.
LRA (Lending Risk Analysis)

d.
Spread Sheet Analysis

• When Export documents are presented the concerned desk observed the following:

1.
(A) Negotiate the L/C complied documents after thorough security -examination add approval.

(B) Negotiating under indemnity with approval due to discrepancies

2.
Send the documents on collection basis to the opening bank mostly due to Unaccountable discrepancies and sometime at the instruction of the exporter.

•
Follow up with the L/ç issuing bank is also necessary for timely repatriation of export proceeds.

•
Upon collection of export proceeds the officer concerned deduct all the receivable including payment for Back to Back L/C liability and pre-shipment finance availed. The balance is credited to the exporter’s CD (Current Deposit) Account.

•
Inspection of exporter’s factory: Officers of the export department also visit the factories time to time a routine follow up. To check the stock position and in special cases when situation arise for unannounced visit. Because the officers of the export have to make sure that the shipment of the export goods at accurate time.

Export Procedure in Flow Chart:
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Contribution of Foreign Exchange Business of SBL

The following table presents the contribution of Foreign Exchange Business of SBL

	Year


	Export
	Import

Business
	Total Foreign Exchange Business

	2000
	81.77
	1457.06
	1540.27

	2001
	684.48
	2698.56
	3673.58

	2002
	871.74
	5171.88
	6416.82


Here one thing is very much clear that the foreign exchange operation (including export, import) of SBL increasing day by day.

Balance of Payment Scenario

Balance of payment provides an overview of a company’s international transactions. It records the goods and services that the country has sold to or bought from the rest of the world, and the changes in the country’s claims on liabilities to the rest of the world. It can be ‘deficit” or “surplus”. Here, for the simplicity, balance of payments of SBL calculated by deducting the import payment from the export receipts. The balances of payments of SBL from 2000to2002 are “deficit” condition. The following figure showing the balance of payments scenario of the SBL.

	Year
Export
	Import
	Balance of Payment

	
2000
81.77
	1457.06
	(1375.29)

	
2001
682.48
	2698.56
	((2016.08)

	
2002
871.74
	5171.88
	(4300.14)


Earnings of SBL from Foreign Exchange Business

The foreign exchange income of SBL is increasing day by day. It means the SBL doing well in the field of foreign exchange business. The following table shows the foreign exchange income of SBL.

	Year
	Amount

	1999
	143.00

	2000
	1540.27

	2001
	3673.58

	2002
	6416.82


Violation of Rules and Regulations of Foreign Exchange Business of

SBL 

Some Major Findings

•
It has been observed that L/C has been opened without obtaining Head Office approval.

•
It has also been observed that L/C has been without valid and renewed IRCTIN certificates. Insurance and other papers required.

•
Opening sight LIC as acceptance LIC.

•
Opening L/C without incorporating clauses required for compliance of Import policy.

•
Opening L/C in violation of UCPDC

•
Opening L/C incorporating unnecessary clauses

•
Opening L/C without obtaining required value of LCA in case and also approval.

•
It has been observed that in some case L/C has been opened without obtaining Beneficiary Credit Report

•
Some L/C has been opened without prior sanction

•
To hand over copy documents for assessment purpose without obtaining declaration from the party that h is ready to accept the original documents irrespective of discrepancy.

•
It has been observed that LIC has been opened without verifying H.S. Codes

•
Opening L/C without affixing stamp on the agreement & signature verification

•
To send amendment without obtaining party’s letter

•
It has been observed that issuance of LCA without date and filling up properly

•
To deliver the documents without payments

•
To give LTR without bank’s effective control

•
To open L/C with bill of lading not notifying the bank

•
Opening of L/C two quarters and obtaining one quarter commission

•
To open L/C incorporating terms conditions without seeking certificates or papers

•
Opening L/C without affixing stamp on the agreement & signature verification

•
To send amendment without obtaining party’s letter

•
It has been observed that issuance of LCA without date and filling up properly

•
To deliver the documents without payments

•
To give LTR without bank’s effective control

•
To open L/C with bill of lading not notifying the bank

•
Opening of L/C two quarters and obtaining one quarter commission

•
To open L/C incorporating terms conditions without seeking certificates or papers

Present Problems

•
There is no LIM facility is provided to the customer.

•
Reminder letters to parties of PAD, LTR are not sent for which any accident or auction by customs may occur.

•
There is no file list

•
There are no country wise beneficiary’s credit report files

•
Regularization of documentation and other works are not done

Suggestion / Action to be taken

•
Letter of Credit

1.
Obtain suppliers credit report in future where applicable

2.
Fill up all blank L/C and LCA opening forms

3.
Realize the short fall amount immediately

4.
I regulate realization of margin value must be avoided.

•
Payment against Documentation

1.
Document paid to the customer before PAD adjustment must be avoided.

2.
Realize the shortfall and get the account adjusted without further delay

•
LTR.

1.
It has been found that trust receipt is exceeding the limit. All accounts are running for quite long time

2.
Pursue the borrower for adjustments of the accounts

3.
Do not create LTR in a single account. It has been advised to create separate LTR for each transaction.

4.
No repayment has been observed since creation of LTR.

•
Packing Credit

1.
Do not allow any P/C with out Head Office approval. Adjust all the accounts outstanding from respective export proceed as per rule

•
Back to Back L/C

-
Get Head Office approval before opening Back to Back L/C

Major Drawbacks of SBL in Foreign Exchange Business

In recent ~ the foreign exchange business of SBL is increasing at a faster rate. Now a day SBL is rendering a stable support to the national Foreign Exchange Business. ..\Ithough the foreign exchange business widening day by day, hut there are some obstacles around it. They are as per observation:

I.
In sufficient presence of modern Communication equipments

II.
Little application of modern technology..

111.
Poor conditions of Balance of Payment of SBL

lV.  Lack of enthusiastic scheme for exporter and importer

V.
Absence of attractive remuneration package and motivation for the employee.

Implementation Plan

SBL aware of the changing needs of the customers who are attracted by new technology and products rather by the conventional banking. SBL acknowledging the demand of the future have taken a number of new schemes to give customers more services. There is consumer credit scheme under which one can buy any household items by paying monthly installments. SBL has a leasing window also, which allows an entrepreneur to acquire use of any Machinery/ Equipment by hire without having to purchase it. these schemes have already got remarkable response from the fixed income group of the urban areas and small entrepreneur’s to increase their existing capacity. Besides, SBL offers special saving scheme, special fixed deposit scheme for its clients with competitive rate of interest on monthly payment payments. For people who are hesitant to earn from their deposits, the bank can avail of the services of the Islami  shariah counter. The customers, under this scheme can avail all other facilities, including opening of L/C and taking Advances without coming in touch with interest as in case of other general clients.

Conclusion

Banking sector being a vital sector of Bangladesh continues to contribute to a great deal in the economy of Bangladesh. Lot of new commercial bank has been established in last few years and these banks have made this made this banking sector very competitive. So now banks have to organize their operation and do their operations according to the need of the market. Banking sectors no more depends on a traditional method of banking. In this competitive world this sector has trenched its wings wide enough to cover any kind of financial services any where in this world. The major task for banks, to survive in this competitive environment is by managing its assets and liabilities in an efficient way. The Standard Bank Limited is one of the leading banks in the private sector, and it gives a vast service to its customer. It has already shown huge potentials in its initial 5 years of operation. I observed the foreign exchange department, general banking area and also loans and advance department very carefully while completing my internship in SBL. With a keen attention and observation the study has been tried to complete. The following are some extract of the major findings:​

•
For the effectiveness of the foreign exchange department, SBL has divided the whole department into three major parts, which are Export, Import, and Remittance.

•
The monitoring system of the foreign exchange department of SBL is excellent. The chain of command is strictly maintained here. The executives now and then visit the department, which keeps all the officers alert about their duty -

•
It may be strictly observed that loan procedure is not influenced by the various factors.

•
There are some formalities and procedures for loan action and supervision, which makes the loan granting procedure so lengthy, costly and time consuming. unfortunately proper supervision, have never been exercised, otherwise loan reviver would have more satisfactory.

•
Some modifications on the overall loan sanction procedure and improvement of skill of officials related to loan recovery of Standard Bank Limited is needed.

•
Sometimes officers show negligence to the client, which has a negative impact on its service.

•
There must he established a proper relationship between the clients and the officer

•
While selecting the customer both in foreign exchange and loan department. 5C need to he considered .By 5’C we mean character, capital. capacity, collateral and condition.

Recommendations

As per earnest observation some suggestions for the improvement of the situation are given below:

· To attract more clients SBL has to create a new marketing strategy, which will increase the total export import business.

· Effective and efficient initiatives are necessary to recover the default loans.

· Attractive incentive packages for the exporter will help to increase the export and accordingly it will diminish the balance of payment gap of SBL.

· Long term training very much required for the foreign exchange officers.

· Computerized banking system and latest communication device are the most important elements for this century. So, for the sound and stable foreign exchange operations, SBL has no alternatives but the modernization.

· Foreign exchange operations of other banks are more dynamic and less time consuming. SBL should take some initiative to compete with those banks.

· In our country financial problem is a great constrain in foreign trade. SBL is very conservative for post shipment finance. If it stays in liberal position the exporters can easily overcome their financial constrains.

· Bank can provide foreign market reports, which will enable the exporter to evaluate the demand for their products in foreign countries.

· Segregation of International Trade transaction from the existing situation i.e. Credit aspects to be looked after by credit analysis department.

· The department shall only remain engaged with the documentary aspects of International Trade like opening L/C’s for all types of import and negotiation of export bills.

· SBL can expand their export business in the frozen fish, fish, and jute sector.

· 
New investment sector is booming rapidly. SBL should identified those untapped areas of business and invest in those sector such as Gas plant. condensed milk project, ship breaking etc.

· Effoi-ts may be initiated to bring in the fold of SBL more short term deposits particularly cost free curl-ent deposits. For that customer services may be bettered furthered.

· All out efforts may be in place to reduce overhead costs as minimum as possible.

· The hank should go for On line banking to meet the demand of the next centur.

· It is noted that “delay in service” is one of the problems faced by the clients. Attempts should be made to straighten the banking procedure.

· Effective Management Information System must be evolved by SBL SO that correct decisions may be taken at correct tinie at policymaking level.

· Pi-oper conimunication needs to establish with clients.

· 
Proper incentive system should be introduced to motivate bank employees br rendering better services.

· New branches should be opened.

I believe these steps will be helpful to improve the performance of Standard Bank Limited and the financial sector of Bangladesh.
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