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Bank receives deposits to be paid in future and give loans also to be repaid in future by their customers. Principles of bank management are therefore essentially guided by the considerations for covering risks of uncertain futures. Banks that do not align and realign their plans to meet adequately the multidimensional risks of future shall very likely lose its assets and competitiveness.

1.2 Functions of a Bank

1. To secure deposits and invest fund into different investment activities.

2. Agency services for collection of cheque, draft and other instruments on behalf of the customers.

3. Safe custodians of the customers, i.e. Locker facilities, CC (Pledge).

4. It plays a vital role towards economic development of the country.

4. To facilitate export and import business of customers.

1.3 Historical background of the BASIC Bank:

In Bangladesh, there are Government Bank, Semi Banks, Private and foreign Bank. BASIC Bank Ltd is the leading state sector Commercial Banks of Bangladesh. Its Banking Company registered under the companies’ act 1913. It was incorporated under this Act on the 2nd of August 1988. The Bank started its operation from the 21st of January 1989.
BASIC Bank is a state owned scheduled bank. It operates with 31 branches in Bangladesh. In 2001, the bank has changed its earlier name Bangladesh Small Industries and Commerce Bangladesh Limited. At the outset, the Bank started as a joint venture enterprise of the BCC Foundation, a welfare trust of Bangladesh, with 70 percent shares and Government of Bangladesh with the remaining 30 percent shares. The BCC Foundation being nonfunctional following the closure of the BCCI, the Government of Bangladesh took over 100 percent ownership of the Bank on 4th June 1992.

1.4 Distinctions between BASIC and Other Private Commercial Banks

BASIC Bank is not a general private commercial bank. It is different from other private commercial banks by its objective and nature. From its objective nature and performances the following differences can be observed:

1. It’s a specialized bank, not like other private commercial bank.

2. It’s a bank especially for developing, assisting and facilitating the activities of small and medium sector enterprise.

3. The bank must invest 50% of its loan able fund to Small & medium scale enterprise.

1.5 Mission and Vision of BASIC Bank Limited:

Vision

Serving people to progress and contribute to the economic development of the country.

Mission

1. To maximize profit and customer satisfaction.

2. To build BASIC Bank Limited into an efficient, market driven, customer focused institution with good corporate governance structure.

3. To provide best development and commercial banking services to the common people of Bangladesh. 

4. To provide special support to the small scale business enterprises.

5. Continuous improvement in our business policies, procedure and efficiency through integration of technology at all levels.

1.6 Organizational Goals:
1. To Employ funds for profitable purposes in various fields with special emphasis on small scale industries.

2. To undertake project promotion to identify profitable areas of investment.

3. To search for newer avenues for investment and develop new products to suit such needs.

4. To establish linkage with other institution which are engaged in financing micro enterprise?

5. To cooperate and collaborate with institutions entrusted with the responsibility of promoting and adding SSI Sector.

CHAPTER 2
GENERAL BANKING

GENERAL BANKING
General Banking is designed to provide financial service to the general people is saving their money, smoothing transactions for businessman and ensure security of the precious wealth of the clientele. Under general banking the BASIC Bank provides offers varies kind of accounts. Different aspects of general banking are briefly discussed below:  














2.1 ACCOUNT:

The BASIC BANK provides different types of account facilities. These accounts can be classified into three major categories as shown below:

1. Savings Accounts

2. Current Accounts

3. Fixed Deposit Accounts 

4. Short Term Deposit A/C

These functions have been discussed in the latter part in a descriptive way for their better understanding. 

2.2 ACCOUNT OPENING
Deposit accounts are one of the important sources of a bank’s funds. These are the liability-based products for a bank. Keeping an eye on the needs of customers and ensuring their full satisfaction, BASIC Bank is offering a full range of deposit products. These are as follows:

1. Current Deposit Account (CD)

2. Savings Deposit Account (SB)

3. Short Notice Term Deposit (STD)

4. Fixed Term Deposit (FTD)

A concise discussion is given below for better understanding of these deposit schemes:

2.3 Current Deposit Account (CD)

It is generally non-interest bearing account in which frequent transactions are allowed. Minimum balance is required to open this account. An initial deposit of Tk. 25000.00 is required to open the account and maintain as minimum balance. This amount may be reduced at the discretion of the bank. There is no limit on transactions or withdrawals of amount.  

2.4 Who Can Open Current Account?

1. Any adult individual in single or in joint names.

2 Proprietorship or Partnership Firms.

3. Private and Public Limited Companies.

4. Government, Semi-Government, Autonomous Bodies and Sector Corporations.

5. Club, Societies, Associations and NGOs.

2.5 Requirements for Opening Current Account:

For Individuals-

1. Appropriate account opening form

2. Two photographs each attested by the introducer.

3. Disclosure of nominee

4. Nationally Certificate

5. National Identity Card

6. TIN Certificate (if any).
For Proprietorship and Partnership-

1 Appropriate account opening form

2 Two photographs of proprietor/partner each attested by the introducer

3 Disclosure of nominee

4 Nationally Certificate

5 TIN Certificate

6 Valid Trade License and Partnership deed (for partnership firm).
For Private and Public Limited Companies-

1 Certified copy of Memorandum and Articles of Association

2 Certificate of Incorporation

3 Certificate of Commencement of business (in case of public limited company) 

4 A resolution of the Board of Directors of the company to open and operate the account.
5 Two photographs of each directors who are authorized to operate the account. 

For Club, Societies, Associations and NGOs

1. Two photographs of each of the authorized account operators

2. Decision/ Resolution of the competent authority to open and operate the account

3. Registration from the respective departments of the government

4. Up to date copy of Laws, By-Laws.

2.6 Savings Deposit Account (SB)

This is another form of account, which is of interest bearing and in which account transactions is limited as per guidelines of the bank. Other requirements are the same as the current deposit account. A depositor may deposit money as often as he wishes. A minimum balance is to be maintained at all time, which is of Tk.1, 000.00 and an initial deposit of Tk.2, 000.00 is required to open the account. BASIC Bank may close the account without notice if minimum balance is not maintained. At present 7.00% interest per annum on monthly balance is paid. An account holder is not entitled to withdraw more than twice a week.

For opening of this type of account, formalities are of the same as they are for the current deposit account.
2.7 Short Notice Term Deposit (STD)
Those publics stated earlier in the Current Deposit Account section are eligible to open and requirements for opening the account are those stated in case of Current and Savings Accounts. Initial deposit is Tk. 10,000.00 and so is the minimum balance. Both may be relaxed at the discretion of the Bank. At present 4.50% interest p.a. is paid on daily product basis and is credited in June and December each year. The holder of STD must make the bank know 7 days before withdrawal. 

2.8 Fixed Deposit (FD)

The bank accepts Fixed Deposit at attractive rates of interest depending on its term for a minimum period of three months and minimum amount of Tk. 10000.00 and there is no maximum limit. Interest is paid on maturity of FD. Those publics stated earlier in the Current Deposit Account section are eligible to open FD. 

2.8.1 Interest Rates on FD

At present rate of interest on FD is as under  

	
	Period/ Term
	Rate of Interest

	A
	3 months or above
	7.25% p.a.

	B
	6 months or above
	7.50% p.a.

	C
	12 months or above
	8.00% p.a.

	D
	24 months or above
	8.25% p.a.




2.9 CASH AND CHEQUE

Cash Function 

Cash is an important section in General Banking. The function of cash is to receive deposits from the clients and to make payment by cheque and other instruments. In Cash section of the BASIC Bank, there are two limits in case of amount keeping. They are-

· Counter Limit

· Vault Limit

The maximum amount of Counter Limit is Tk. 20 lac, that is, in the counter the maximum amount of money to be kept is Tk. 20 lac, not exceed of that amount, whereas the maximum amount of Vault Limit is Tk. 30 lac. Any amount exceed of the counter limit must be shifted to the vault. If the amount exceeds Tk. 30 lac (which is excess of the vault limit), the excess amount is shifted in the feeding branch (Agrabad Branch) and the feeding branch shifts the amount to Bangladesh Bank at the time of closing cash.
 

2.9.1 Cheque Function

1. It is an instrument that must be presented in writing not orally.

2. A cheque is an unconditional order to pay and is not a request. A     cheque is payable only on demand. 

3. A cheque is always drawn on a particular banker where the name and address of the banker is clearly printed on the cheque leaf itself.

4. It must be made payable to the order of a certain specified person or    to his agent or the bearer thereof.

5. A cheque is usually drawn for a definite sum of money.

6. A cheque must be signed by the drawer in whose name the account is kept or his authorized agent.

2.9.2 Facts to Be Considered Before Honoring a Cheque


Before honoring a Cheque, a bank must pay attention to the following things: 

1. Whether the cheque is duly filled or not, i.e. having valid date, account number, conformity in amount written in words and numeric values, signature etc. 

2. If the cheque is torn into pieces or cancelled or mutilated or distorted anyhow, then, the paying banker may dishonor the cheque or return it for drawer’s confirmation for payment.

3. Whether the cheque is an open or crossed cheque. If it is an open one, the payment may be made at the counter. If it is crossed, the payment must be specifically made to the banker, in whose favor it has been crossed.

4. Whether the cheque is drawn on the branch where the account is kept.

5. The paying banker should also note whether the cheque is presented during the banking hours on a business day. 

If all these things are okay, then the banker verifies the account holder’s account to see whether s/he is having sufficient balance, consistency in signature etc. Upon fulfillment of the above conditions, the banker then goes for other formalities to make payment to the bearer. 

2.9.3 Return of a Cheque

Despite proper presentation of a cheque, a bank may return it if-

1. “Garnishee Order”-an order from the court is imposed over specific account transactions.

2. Death of the account older before due date of the account holder.

Other Reasons to Dishonor a Cheque

1. Outdated or expired cheques

2. Post-dated cheques

3. Insufficient balance

4. Difference in Signatures

5. Cross cheques presented for cash

6. Not duly authenticated

7. Difference in amount and figure

8. Not arrange for

9. Effect not cleared, may be presented.

10. Clearing stamp required

11. Cheque crossed ‘Account, Pay only’

12. Payment in due course

2.9.4 Issuance of Cheque Books to Account Holders

While opening account, a cheque book is issued to a customer. For issuance of cheque book, the cheque requisition slip is to be duly filled in and signature of the customer is to be obtained on it. All subsequent cheque books shall be issued against the requisition slip extracted from a previous cheque book issued to him. Before issuing a cheque book to a customer the requisition slip is to sent to the ledger keeper to ascertain – 

· The account number,

· The average balance.

· The manner in which the account is operated on,

· Whether cheque book issued previously have been properly consumed,

· The cheques are not frequently returned due to inadequate balance,

· It is not dormant account,

· The payment of cheque is not frequently stopped.

2.10. CLEARING HOUSE AND ITS FUNCTION
The BASIC function of a commercial bank is to collect cheques, drafts etc on behalf of its customer. Clearing Department performs this function. Clearing House is an institution for mutual settlement of various instruments in presence of various representatives of various banks at the appointed time and place to meet the claims made in among member banks. The net amount payable or receivable as the case may be, is settled through an account kept with the Controlling Bank (Bangladesh Bank/Sonali Bank). BASIC Bank Agrabad Branch is the representative of BASIC Bank in Bangladesh Bank for Chittagong zone.

2.10.1 Types of Clearing

Outward Clearing

When a particular branch receives instruments drawn on the other bank within the clearing zone and sends those instruments for collection through the clearing arrangement is considered as Outward Clearing for that particular branch. This branch is known as Collecting Branch.

Inward Clearing

When a particular branch receives instruments, which are on themselves and sent by other member bank for collection is treated as Inward Clearing of that branch. This branch is known as Paying Branch.

2.10.2 Types of Return

Outward Return

Clearing Outward Returns include those cheques that were presented to this bank by other banks but this bank has to return them unpaid to the collecting banks due to various reasons.

Inward Return

Clearing Inward Return consists of those instruments which were presented by this bank to other banks for payment but have been returned and unpaid by them due to specified reason through the clearing house.

2.10.3 Bank-To-Bank Clearing Through Bangladesh Bank

In the clearing house, the representatives of the respective banks receives those cheques that are drawn on them by other banks and places those cheques to the representatives of other banks that are provided by their clients for collections. As the BASIC Agrabad branch is the member of the clearing house, they receive and place the clearing cheques on behalf of the other branches in the Chittagong zone. The cheques that are drawn on them are verified according to rules by the respective branches and passed subject to having sufficient balance, proper submission of cheques (duly and neatly filled, conformity in the amount and figures, signatures, properly endorsed, special crossing, authentication etc.). If the cheques are passed, then payment is made through the member branch, which in turn makes payments through Bangladesh Bank. If the cheques are not passed, then they are sent to the member branch for retuning them to the representatives of those respective banks. 
   

Inter Branch Transaction

It means transactions within the branches of a particular bank, i.e. the branches of the BASIC Bank. In this case, IBDA (Inter Branch Debit Advice) and IBCA (Inter Branch Credit Advice) are issued. For instance, if BASIC Bank CEPZ Branch gets money from any branch of the same bank, to get the money it will issue IBDA. If the reverse thing occurs, that is, other branches of BASIC Bank get money from the CEPZ branch, and then IBCA is issued by CEPZ branch. In this case, the branch that issues IBDA/IBCA upon other branches, that is the originating branch and the branch that responds to that instrument is the responding branch. 
 

Outward Branch Transaction

Outward Branch Transaction means transactions with other bank’s branches. These transactions are made through DD, TT, PO or other instruments. All the transactions made in this process are to be kept in a register named OBCR (Outward Bill Collection Register). The procedure of transactions is the same but subject to collection charges. If the transactions held within the city area then no collection charge is imposed whereas outside city area transaction is subject to collection charges. 

2.11 REMITTANCE

Another important part of General Banking is Remittance. The function of Remittance is to issue and remit the D.D., T.T., P.O. etc. according to their nature. Remittance is of two types according to its nature.

· Inward Remittance 

· Outward Remittance

These are discussed in a nutshell below:

Inward Remittance

If a client of a bank purchases any instrument such as DD, TT, PO etc. from it, these types of purchasing is called Inward Remittance from the Bank’s perspective.

Outward Remittance 

If these instruments mentioned above are collected through branches then they are called Outward Remittance.

The instruments that have been transacted here are discussed one-by-one below: 

2.12 Demand Draft (D.D)

A Demand Draft is an order to pay money drawn by one office of the Bank upon other to the same Bank for a sum of money payable to order on demand. The DD is applicable for making payment outside city area. The banker even on receiving instructions from the purchaser cannot stop the payment of the DD. Once the DD is purchased and delivered to the payee, it acquires a right in the instrument, which cannot set aside by the stop payment order by the purchaser.

2.12.1 BASIC Features of DD

1. It must be payable on demand.

2. It must be drawn by one office/branch of a bank upon another office/branch of the same bank.

3. Payment is to be made to the person whose name is mentioned therein or according to his order and

4. Satisfy the conditions of a negotiable instrument.

2.12.2 Issuance of Demand Draft requires -

1. Application in prescribed form

2. Cash deposit or Cheque received from the customer for the purpose of DD with commission and telegram charges

3. Preparing DD with clear hand writing in the proper DD-Block, making entry into DD Issuing Register (branch-wise) and inserting the serial number beside printed number

4. Writing printed and serial number of DD on the application,

5. Writing the amount on DD with Protectograph

6. Applying test key

7. Checking and signature by two authorized officials

8. Hand over to customer after due acknowledgement

9. Issuing Cost Memo (if customer desires)

10. Preparing and sending Credit Advice for Paying Branch (drawee) and checking and signature by two authorized officials.

2.12.3 Payment of Demand Draft

1. Check the DD and verify signatures and ensure that the DD is not reported lost by the purchaser,

2. Verification of Test, if agreed ok, otherwise ask for repetition,

3. Posting in B/P: DD payable or DD paid W/A,

4. Ensure proper identification of payee, if payment make over the counter and advice not reached,

5. Cancellation of DD

6. If it is presented through a bank, proper endorsement should be ensured.

2.12.4 Remittances Collection 2008 (CEPZ Branch)
	Months
	Taka(Crore)

	July
	6.50

	August
	7.00

	September
	7.25

	October
	8.00

	November
	9.00

	December
	12.00
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From above data and diagram, we can see, remittance is increasing day by day such as in July 2008  remittance are collected 6.50 Crore and in December 2008 are increased at 12.00 Crore that is approximately double.  
2.12.5 Cancellation of DD

1. Application with the instrument,

2. Signature verification

3. Ensure DD not delivered to the Payee, if so, consent or discharge to be required,

4. Confirmation about duplicate issue,

5. Obtain cancellation charge,

6. Notes in the DD issue register and application form,

7. Cancellation of Instrument and attached to the debit voucher (if any).

CHAPTER 3
FOREIGN EXCHANGE

Foreign Exchange
3. Foreign Exchange:

Foreign Exchange refers to the process or mechanism by which the currency of one country is converted into the currency of another country. 

In accordance with banks, Foreign exchange refers to the general mechanism by which a bank converts currency of one country into that of another. Foreign trade gives rise to foreign exchange. Foreign trade is transacted either in the currency of the exporter’s country or that of the importer’s country or that of a third country acceptable to both the exporter and the importer.

Foreign Exchange department is divided into two parts. The first part is the export department and the second is the import department.

3.1 Fundamentals of Foreign Exchange        

There are 3 fundamental aspects of the general mechanism of Foreign Exchange:

1. Every country has its own currency-legal tender/distinctive unit of account.

2. Banks by bookkeeping entry carried out in the two centers concerned effect the conversion of one currency into another.

3. These exchanges are affected by means of credit instruments viz. Draft, Mail Transfer, Telegraphic Transfer etc.

3.2 Exchange Control

Whenever a country faces a mounting pressure on its balance of payments position, it may impose various forms of restrictions or controls on payments and receipts in foreign exchange and also on the imports and exports of goods and services.

The objectives of exchange control are-

1. To ensure that the receipts from exports of goods and services from Bangladesh are: surrendered to a central pool.

2. To oversee use of foreign exchange resources in accordance with priorities determined by the government.

EXPORT
When any organization wants to export any product to other country than that particular organization usually opens an export L/C from this department.

3.3 Foreign exchange Operation :( Export financing)

Export means any person lawfully exporting goods from Bangladesh to any other country after shipment the exporter has to tender the documents to the Bank within the stipulated period for the negotiation of the documents are drawn under a letter of Credit. If require, finance the duty drawback and cash compensatory support claims of the exporter.

Packing credit means any loan or advance grated or any other credit provided by an institution to the exporter for financing the purchase, processing or packaging or goods on the basis of L/C.

3.4 Duty Draw Back:

An export of manufactured products is entitled to draw back the value customer’s duties, sales tax etc. already paid on the importation of raw material in the production or manufacture of the products.

1. Export Credit Guarantee Scheme

2. Confessional Rate of Import Duty

3. Income Tax Rebate

4. Retention Quota

5. Traveling Facilities.

3.5 Export Formalities

There is certain formalities involved exporting such as maintaining the books register, L/C checking etc. 

1) Procedure of Registration of Exporter.

2) Books and Register/ Ledger required for export

3) B.B.Bill checking/ Lodgments.

4) Export document checking and negotiation/ collection basis

5) Pre- shipment financing

6) Disposal of EXP forms

7) Export Incentives

8) Disputes and settlement of Export claim.

3.6 Procedure for obtaining Export Registration Certificate (ERC)

For obtaining export registration certificate form CCI & E, the following documents are required.

1) Application form

2) Nationality Certificate

3) Partnership deed (registered)

4) Memorandum & Article of Association and Incorporation Certificate

5) Bank Certificate

6) Valid Trade License

7) Copy of rent of the business firm.
 

3.7 Preparation of Export Documents
1) Bill of Exchange or Draft

2) Commercial Invoice

3) Bill of Lading 

4) Inspection Certificate

5) Packing list

6) Export License

7) Shipment Advice

8) Certificate of Origin

9) Weight Certificate 

10) EXP form

11) DHL Courier Receipt 

3.8 Export Documents Checking:

General Verification: 
a) L/C registers or not 

b) Exporters submitted documents before expiry date of the credit

c) Shortage of documents etc.
3.9 Sanction of Pre- Shipment: 

The part is to apply the Bank. On receipt of the application Pre- shipment, section will start security of the application.

1. Type of pre-shipment: whether clean/pledge/ hypothecation of goods.

2. Whether the investment is within Bangladesh Bank credit restriction.

3. What is the purpose of the investment?

4. Whether the goods specified for finance is eligible for export under control rule.

5. How the PSI A/C will be adjusted.

6. Disbursement

7. Execution of documents

8. Lien mark on Master L/C

IMPORT:

When any organization wants to import any product other country than the particular organization usually opens an import L/C from this department. 

3.10 Import of goods by letter of Credit:

A letter of credit is a conditional Bank Undertaking of Payment. Credit is a letter form the importer Banker to the exporter that the bills if drawn as per terms and conditions are complied with will be honored on presentation.

Following papers are to be submitted by the importer before opening of the L/C 

a) Trade license

b) Import Registration Certificate.

c) Income Tax Declaration with TIN

d) Membership Certificate

e) Memorandum of Article 

f) Registered Deed 

g) Resolution

h) Photographs

i) VAT Registration. 

Bank will supply the following papers/documents before opening of the L/C:

a) L/C application

b) LCAF

c) IMP

d) TM Form

e) Charge Documents

f) Guarantee Form

 The above papers /documents must be completed dully filled and signed by the party and to be verified the signature.

3.11 Checking of Documents:

 Before lodgment, documents must be checked with L/C file. Check-up as under.

a) Invoice

b) Bill of lading

c) Draft

d) Bank forwarding date 

3.12 Lodgment of the Document:

Documents must be lodged within 7 days and examine the same whether document in order or not.

The exporters of Bangladesh follow the whole procedure. Necessary papers that the exporter sends with the shipment are:

a) Commercial Invoice 

b) Packing list

c) Bill of Leading 

d) Certificate of original goods

e) Weight and measurement list

f) Other paper that the importer asked
.

3.13 Letter of Credit (L/C):

L/C is the most important thing for doing any sort of foreign business. There is no guaranteed relation between importer and exporter. As a result they use a media to secure their goods and currency. So, exporter and importers use their respective banks as a media and L/C is a legal obligation between the exporter and importer. It is necessary to fill up following forms.

a) LCF form

b) Application and agreement for confirmed irrevocable without resource to drawer’s letter of credit

c) Letter of credit authorization form

d) Form of IMP (importer) and EXP (exporter)
3.13.1 Classification of L/C
1. Revocable L/C

2. Irrevocable L/C

3. Transferable L/C

4. Confirmed and Unconfirmed L/C

5. Non-revolving L/C
6. Revolving L/C
Explain below:

1. Revocable L/C

This type of credit can be revoked or cancel at any time without the consent of, or notice of the beneficiary. A revocable credit may be amended or cancelled by the issuing bank at any moment and without prior notice to the Beneficiary.

2. Irrevocable L/C:

The Irrevocable credit is a commonly used type of documentary credit. The credits which can not be revoked varied or change/amended without the consent of all parties- buyer (applicant), seller (Beneficiary) Issuing Bank and confirming Bank (in case of confirmed LC). 

3. Transferable L/C:  

The Original beneficiary when request the banker in writing to effect transfer the L/C to the secondary beneficiary, the signature of the original beneficiary on the letter of request must be verified by his banker. The L/C can be transferred only the terms and conditions specified in the original credit.

4. Confirmed and Unconfirmed L/C: 

A confirmed credit is one that has been confirmed by the advising bank. The bank issuing the credit sends the credit through his branch or correspondent bank located in the beneficiary’s country with a request to add its confirmation to the credit. If the advising bank adds its confirmation to the credit, it becomes a confirming bank and the credit is a confirmed credit. Confirmation constitutes a definite and legal undertaking on the part of the confirming bank that it will duly honor the payment or acceptance, as the case may be, on presentation of the stipulated documents provided the terms and conditions of the credit are satisfied.
5. Non-revolving L/C: 

A Non-revolving Credit is one in which the limit is reduced permanently to the extent of bills drawn under the credit. In this case, both the amount and the period of availability are fixed, and when either the time is expired or the amount is exhausted the facility comes to an end.
6. Revolving L/C: 

Banks to fulfill the special requirements of the importers who require regular and continuous payments to their suppliers issue Revolving Credits.

3.13.2 Back-to-Back Letter of Credit:

Under this arrangement the bank finances export business by opening a letter of credit on behalf of the exporter who has received a letter of credit form the overseas buyer but is not the actual manufacturer of producer of the exportable goods. The letter of credit opened in favor of the actual producer or supplier within or outside the country. Since the second letter of credit is opened on the strength of and backed by another letter of credit it is called “Back to Back” credit. The back-to-back letter of credit must conform to the terms and conditions of the original letter of credit with the following exceptions:

1. Name of the original beneficiary shall be substituted by that of the actual supplier.

2. The credit amount shall normally be lower than that of the original letter of credit. 

3. The back to back letter of credit shall be made valid for shipment and negotiation prior to expiry of the corresponding date.

3.13.3 Processing and opening of BTB L/C

An exporter desired to have an import L/C limit under Back to Back arrangement. In that case the following papers & documents are required:

a) Full particulars of bank account.

b) Balance Sheet

c) Statement of Assets & liability.

d) Trade License.

e) Valid Bonded Warehouse License

f) Membership Certificate

g) Income Tax Declaration

h) Memorandum of Article

i) Partnership Deed.

j) Resolution

k) Photographs of all Directors.

On receipt of above documents and papers the Bank to Back L/C opening section will prepare a credit report. Branch must obtain sanction from Head office for opening Back-to-Back L/C.
3.14 The total Foreign business (CEPZ Branch) handled during the year (2003-2007)                                                                    (Amount in million)

	Year
	Export
	Import

	2007
	560
	709

	2006
	552
	636

	2005
	411
	522

	2004
	293
	463

	2003
	267
	380
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From above data and diagram, there is a clear indication that both export and import are increased gradually .It is positive for a bank. 

3.15 Opening of Letter of Credit:

Opening of Letter of Credit means, at the request of the applicant (importer) issuance of an L/C in favor of the beneficiary (exporter) by a bank. The bank, which open or issue L/C is called L/C opening bank or issuing bank.      

3.16 Before Opening an L/C, the issuing Bank must check the following:

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

2. Indent/ Proforma Invoice signed by the Importer and Indentor/Supplier.

3. Ensure that the relevant particulars of L/C application correspond with those stipulated in Indent / Proforma Invoice.

4. Validity of LCA entitlement of goods, amount etc. conforms to the L/C application.

5Conversion and rate of exchange correctly applied.

6. Charges like commission, F.C.C.Postage, telex charge, if any recovered.

7. Insurance Cover Note – in the name of issuing Bank-A/C importer covering required Risk and voyage route.

8. Incorporation of instructions for negotiating bank as per bank’s existing arrangement.

9. Reimbursement instructions for Reimbursing Bank.

10. If add confirmation is required on account of the applicant- charge should be Recovered form the applicant.

11. In case of usance L/C, mention rate of interest clearly in the Letter of credit.

3.17 Parties to a Letter Of Credit

Letter of Credit signifies a commitment on behalf of the buyer (importer) given by the buyer’s bank to effect payment to the seller (exporter) subject to fulfillment of certain conditions by the seller specified in the credit. The importer, the exporter and the issuing bank are, thus, obviously parties to a letter of credit. A number of other parties are also involved in a Letter of Credit and the rights and obligations of the different parties involved in the deal will also differ from each other. Usually the following parties are involved in the Letter of Credit.

i. Applicant or Buyer (Importer)

ii. Beneficiary or Seller (Exporter)

iii. Issuing Bank (Opening Bank)

iv. Nominated Bank (intermediary bank) which may be:

a) Advising bank/Notifying bank

b) Confirming bank

c) Negotiating bank

d) Accepting bank

e) Paying bank

f) Reimbursing bank

3.18 Papers to Be Submitted By the Importer before L/C Opening

The importer must submit the following papers along with the L/C application before opening the letter of credit:

i. Import License/Authorization form or Import Registration Certificate as the case may be.

ii. TIN Certificate

iii. VAT Registration Certificate

iv. Indent/Performa Invoice

v. Insurance cover note

vi. IMP forms and other documents/papers etc.

3.19 Procedure of opening L/C
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3.20 Shipment of Consignment and Lodgment of Documents
There are two types of exporter
I. Merchant/Trade Exporter

II. Manufacturer Exporter
If the supplier is a merchant exporter, he will immediately start packing and shipping the goods. If he is a manufacturer exporter, he will start manufacturing the item. In either case, he will ship the goods when ready and obtain full set of Bill of Lading etc. from the carrier company and submit the same to the negotiating bank along with other documents that are called for in the credit. The shipping documents usually obtained are:
i. Bill of Lading or Air Consignment Note or Post Parcel Receipt or Truck Receipt.

ii. Bill of Exchange

iii. Commercial Invoice

iv. Certificate of Origin

v. Packing List

vi. Weight Certificate

vii. Consular Invoice, where necessary

viii. A copy of declaration of shipment made to the Insurance Company (to be submitted with original shipping documents)

ix. Pre-shipment inspection certificate from internationally reputed surveyor.

x. Analysis certificate where specification of commodity is given.
If the credit is unrestricted, then the beneficiary can go to any bank for the purpose of negotiating his documents. Usually they go to their own bankers. If the credit is restricted, then the beneficiary gets his documents collected through his banker who forwards documents to that banker to whom negotiations are restricted.

3.21 Discrepancies in Shipping Documents
The usual discrepancies found are:
I. L/C expired;

II. Late shipment;

III. Amount drawn in excess of the letter of credit;

IV. Bill of Exchange not properly drawn;

V. Description of goods differ;

VI. Interest clause is missing in Bill of Exchange, where stipulated;

VII. Bill of Exchange is not drawn/signed by the beneficiary of the credit;

VIII. Bill of Lading or Airway Bill stale;

IX. Bill of Lading “Clause”; Full set of B/L not submitted, Or

B/L not properly signed and submitted;

X. Bill of Lading is not manually signed by the master or an authorized agent of the shipping company;

XI. Bill of Lading indicates that goods are carried on deck;

XII. Bill of Lading is issued under a charter party.

CHAPTER 1

LOANS & ADVANCE

LOANS & ADVANCE
4.1 Credit Activities:

Depending on the various nature of financing, all the lending activities have been brought under the following major heads;






4.2 General loan & Advances of the Bank is furnished as under:           
Short term advances

Loan against foreign bills (clean)

Loan against Foreign bills (Documentary)

Loan against packing credit

Payment against documents

Loan against trust receipts

Loan against imported merchandise

Cash credit against goods

Other Advances

Temporary overdrafts

Overdraft clean (Under Limit)

Overdraft secured (Bonds & Shares)

Overdraft secured mortgages

Overdraft secured (Other securities)

Loan general

Term loan (Small Industries)

Loan secured (Bonds & Shares)

Loan secured (Other securities)

Other advance

4.3 Short Term Advances:

1. Loan against foreign bills (Clean)

This type of loan provides against foreign Drafts/Mail Transfer/Payment order for a short period.

2. Loan against foreign bills (Documentary)

This type of loans provides against foreign bills under L/Cs.
3. Loan against packing credit (PC)

This type of loans provides to the exporters to process, pack and ship the goods.

4. Payment against document (PAD)
The Bank which establishes the L/C is bound to honor it is commitment to pay for import bills when these are presented for payment, if drawn strictly in terms of letter of credit. The foreign correspondent who negotiates the documents, debits the account of the opening bank. The opening Bank lodge the shipping documents in their books and response to the debit advice originated by foreign correspondent to the debit of payment against documents (PAD) A/c.

5. Loan against trust receipt

A form of advance where the bank delivers the import documents with out receiving payment against a receipt giving by the importer to pay the bank’s dues within a stipulated time limit. Generally this type of loan provides to most valuable clients whose are financially sound and solvent and socially renowned.

6. Loan against imported merchandise

Loan against imported merchandise (LIM) is also connected with import facility. As per pre-arrangement or under forced situation when the client is unable to realize the L/C documents, Bank may clear the imported goods from customs and store it in Bank’s godown. LIM is given for maximum 120 days within which client has to adjust the liabilities and take delivery of the imported goods from Bank’s custody.The LIM amount consists of the outstanding import liabilities (Demand loan, BLc) and at time also is inclusive of duty sales tax etc.
7. Cash credit against goods

Cash credit is the main method of lending by Banks. Under the system, the banker specifies a limit, called the cash credit limit, for each customer, up to which the customer is permitted to borrow against the security of tangible assets or guarantees. The customer with draws from his cash credit account as and when he needs the funds and deposits any amount of money, which he finds surplus with him on any day. The cash credit is thus an active and running account to which deposits and with drawls may be affected frequently. 

4.4 Cash credit systems classified in to 2(Two) are as under:

1. Cash credit (Hypothecation); and 

2. Cash credit (Pledge).
Cash credit (Hypothecation):
Advances allowed against hypothecation of goods kept under borrower’s control. Such advance is, generally collaterally secured by mortgage of properties.
Cash credit (Pledge)

Cash credits secured by pledge of goods kept under Bank’s Control stored in Bank’s/Party’s godown.
	CC(hypo)
	CC(Pledge)

	The stocks of goods are under the control of borrower.
	1
	The stocks of goods are under the control of lending Bank.

	For this ‘letter of hypothecation’ is obtained from the borrower.
	2
	For this ‘letter of pledge’ is obtained form the borrower.

	Borrowers have to submit stock report on monthly basis to the lending Bank.
	3
	Bank maintains pledge register, stock reports not requires to submit.

	Incase of CC (hypo) Bank obtained sufficient collateral security for covering loan risk.
	4
	Incase of CC (Pledge) Bank takes other collateral security if available in the hand of borrower.




4.5 Procedure for Loan sanction                                                                                     
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4.6Deposit, Loan and Advance (Gazipur Branch)                                  (in million) 
	Particulars
	2007
	2006
	2005
	2004
	2003

	Deposit
	1065
	860
	826
	574
	433

	Loan and Advance
	742
	679
	568
	444
	357
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From above data and diagram, there is a clear indication that Deposit, Loan and Advance are increased gradually .It is positive for a bank. Here in 2003 deposit was Tk 433 million and loan &advance was tk357 after it has been increased at tk1065 million in deposits and Tk 742milion in loan &advance in2007.

4.7 Loan Portfolio at 2007 Gazipur Branch                                 (in million)
	Industrial Credit
	13901
	62.44%

	Commercial Credit
	7682
	34.51%

	Micro
	680
	3.05%
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From above data and diagram, we can see loan portfolio i.e. industrial credit, commercial credit and micro credit are 62.44%, 34.51%and 3.05% consecutively. 

4.8 Loan Recovery at 2007 Gazipur Branch    
	Loan Recovery
	97%

	Bad Loan
	3%
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From above data and diagram, we can see loan recovery and bad loan are97% and3%.It is a good status for an effective branch.

4.9 Expenditure, Income &Net profit Statement (2008)                  (in lac)
	
	July
	August
	September
	October
	November
	December

	Expenditure
	46
	48
	47
	48
	51
	52

	Income
	67
	61
	57
	61
	63
	66

	Net profit
	11
	13
	10
	13
	12
	14
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From above data and diagram, we can see, expenditure, income is relatively same In July 2007 to December 2007 but net profit are slightly increased.
4.10 Expenditure, Income &Net profit Statement (in million)
	
	2007
	2006
	2005
	2004
	2003

	Gross Expenditure
	91
	66
	59
	46
	39

	Gross Income
	118
	102
	83
	66
	60

	Net profit
	10
	19
	11
	11
	9
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From above data and diagram, we can see, gross expenditure, gross income is relatively same in 2003 to 2007 but net profit are slightly increased.

4.11 Head Office Information:

(a)

	Particulars
	2007
	2006
	2005
	2004
	2003

	Total Asset
	38774
	29417
	27136
	19436
	14766

	Paid up Capital
	1247
	945
	810
	675
	450

	Stock Holders Equity
	2596
	2239
	1726
	1491
	1249

	Reserve
	1349
	1294
	916
	816
	977


(b)

	Particulars
	2007
	2006
	2005
	2004
	2003

	No. of Branches
	30
	28
	27
	27
	26

	No. of Employees
	721
	651
	601
	578
	523


From above data, we can see Total Asset, Paid up Capital, Stock Holders Equity, Reserve, No. of Branches and No. of Employees in 2003 to 2007 are thoroughly increased.

CONCLUSION
This report is mandatory and compulsory for my MBA program. The Bangladesh Small Industries and Commerce Bank Limited (BASIC) is a Promising Commercial bank in Bangladesh. There are lots of local branch in Bangladesh. In this competitive market Bangladesh Small Industries and Commerce Bank Ltd has to compete not only with the other commercial bank but also with the public bank. According to the CAMEL rating the BASIC Bank Ltd holds the Leading Position in Bangladesh (2004) .I think this report may show a guideline for BASIC for its future Planning and for its successful operation to achieve its goal in the environment of the competitive environment prevailing in the country now.

Bangladesh Small Industries and Commerce Bank Ltd (BASIC) are more capable of contributing towards economic development as compared with foreign bank. 

Bangladesh Small Industries and Commerce Bank Ltd (BASIC) registered under the Companies Act 1913 on the 2nd of August 1988, started its operation from the 21st of January 1989.It is government by the banking companies Act 1991. At the onset, the Bank started as a joint venture enterprise of the BCC Foundation with 70 percentage shares and the government of Bangladesh (GOB) with the remaining 30-percentage share.

RECOMMENDATION
BASIC Bank Limited always contributes a sustainable growth in the economic development throughout the country for its special attention towards financing small and medium scale Industry of the country. However Bank should have appropriate marketing strategies to penetrate into different targets group of market. Here the following recommendation is embedded with:-

(1) Bank should undertake a policy for small deposits which ultimately enable small depositors to enhance their savings habits. 

(2) The rate(s) of Deposit of different nature should immediately increase to secure private Deposits and also to sustain existing deposit position

(3) Bank should have a specific guideline to launch new innovative and IT based products such Auto Loan, Consumer Credit, Personal Loan, ATM & Debit & credit card facilities On Line facilities etc

(4) A policy for establishing Regional based Research and Marketing unit must be calked-out.

(5) Societal marketing program must be undertaken for direct contribution towards Education, Health and other infra-structural development of the country.

(6) Net-work of this bank should be very extensive in sub-urban and rural areas for direct contribution towards producer of Agro-products, cultivators and other entrepreneur etc. 
(7) From above all information and analysis, we can comment that the BASIC BANK CEPZ branch thoroughly an effective and efficient branch for it glorious performance. So it is a potential and prospective branch in BASIC BANK LTD.
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