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Loans & Advances is the nerve center of a Bank. Commercial banks lend money to different categories of borrowers for various purposes with a view to generate revenues from where, operational and other cost of the bank are met. Accordingly, while processing and appraising a loan proposal, bank collect, analyze information relating to borrowers, assess, the purposes of loan and determine the viability of the loan proposal. If proposal is sound and safe for lending, loan is sanctioned and disbursed.
This report on “Practical Orientation of the IFIC Bank Ltd.” contains my practical observation and experience of different desks in the “IFIC Bank Ltd., Motijheel Branch. I have experienced the exercise of General Banking, Credit Operation and Foreign Exchange during my internship program although the duration of the program was not good enough. Hence, I have interested to make report on “Evaluation of Credit management of The IFIC Bank Ltd.” The entire operations of the bank have been done according to the law and regulation. Some modifications were found for the enhancement of customer satisfactions and service efficiency. I must admit that the bank is very sincere in following all the necessary steps in documentation and traces of all the records and transactions of the operations. All the performance of the branch has been evaluated since its establishment. 

I have arranged my report in 11 chapters. In first chapter I have discussed about the background, rationale, objectives, methodology, limitations of my study. In second chapter I have discussed about the background of the banking sector in Bangladesh. In third chapter of the report describes about the organization of the IFIC Bank. The brief history of IFIC Bank Limited and its Capital, reserve & surplus, Composition of ownership, Board of directors, Branch network, Specialize financing, Objectives and Functions etc.

In fourth chapter of the report I have discussed about the principle of sound lending policy. In Fifth chapter of the report I have discussed about the role of CIB (Credit Investigation Bureau) in Credit Management. In Sixth chapter of the report I have discussed about the Importance of Bank Credit -Macro & Micro Analysis. In Seventh chapter of the report I have discussed about the Meaning, objective, importance and formulation of credit policy.
In Eighth chapter of the report I have discussed about the Loans & Advances that is the Target customers of the IFIC Bank, Types of loans, General procedure for loan sanctioned and disbursement, Documentations, Creation of charges for securing loan, Loan classification procedure. In Ninth chapter of the report I have discussed about the Procedure of Recovery of loans. In Tenth chapter of the report I have presented the quantitative data about the IFIC Bank at a glance, Comparison of performance, Summary of the branch, Position of Classified loans, clearing house report, Present position of the credit department of the branch etc. I have also showed graphical presentation in this chapter.
In Eleventh chapter of the report I have discussed about the observations, conclusions and recommendations for the bank from myself. And the report ends with a bibliography.
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CHAPTER 1

INTRODUCTION
1.01 Background of The Internship Program
The internship program is an integral part of Master of Business Administration Degree, which all students undergo organized by Faculty of Business Studies, the students are sent to various organizations where they are assigned to take one of more projects. The students' works closely with the organization and with the people or institutions that are closely assess with the organizations operations. At the end of the program, the internees are required to place the accomplishments and findings of the projects through the writing of the internship report covering the relating topics.

1.02 Objective of The Report
I start my work with some specified objectives. The objectives act as a bridge between the starting point and the goal of the study. The report on “Evaluation of Credit management of The IFIC Bank Ltd.” has been written as a partial requirement for obtaining the Degree of Master of Business Administration. The basic objective of the report is to be acquainted with the practical aspects of the dealings of the IFIC Bank. Thus the report has been prepared for serving the academic purposes only, and not for taking decisions by the IFIC Bank's Management or any other organization. But I have an objective regarding why I started my work on such topic. The main objective is to evaluate and analysis of credit management of IFIC Bank Ltd.
In briefing the objectives of my study are mentioned below
i)   Identify the main objectives of IFIC Bank Credit Disbursement.
ii)  To find out the sector in which IFIC Bank provides credit.
iii) To find out a time series analysis of Credit Disbursement.

iv) To get a clear idea of the role of IFIC Bank in improving the condition of the people.

v) To find out the problems of IFIC Bank in providing Credits to people for their development. 

vi) And above all to suggest some solutions of this problem.
1.03 Rationale of the Study
Private Banks have of course a vital role in promoting and accelerating the economic development process as per the demand of time through the implementation of finance for industrial & agricultural project, domestic and foreign trade and allocating the fund to various off-farm employment and self-employment generation projects. Focusing the light and considering the every pros and cons on available statistical data it has been apparently accepted that IFIC Bank continued to register its steady progress in the field of deposits, advances & foreign exchange business. In view of the sluggish nature of the economic activities over the years the deposit performance of IFIC Bank is more or less satisfactory. The IFIC Bank gain maximum advantages foreign exchange related business, the IFIC Bank policy is aimed at the integrated operation of all it outlet at home and abroad.
The low rate of economic growth, high rate of unemployment, illiteracy, growth rate of population, low rate of credit recovery etc. are the impediment factor of economic development of a country.
Inspired of the above obligations rather in a most favorable situation IFIC Bank have been flourishing efficient and endeavoring to the maximum of efficiency of its capacity to catch up with slow growing development of our country.
1.04 Scope of the study
IFIC Bank Ltd. is one of the largest private commercial bank, which provide its banking services through almost sixty two branches all over in Bangladesh and thirty six branches of affiliates. This bank is a reputed and leading one in our banking sector for its performance. I am assigned to learn practical knowledge from IFIC Bank, Motijheel branch. I covered three department during the period in my practical orientation and I try to portrait the area of organizational overview, Evaluation of credit management, conclusion & recommendation.

1.05 Methodology
The report has been prepared mainly on the basis of secondary data, furnishing by the IFIC Bank officials have also been incorporated in the report wherever it was considered necessary to maintain the singleness and lucidity of the report. This report has been prepared on the basis of experience gathered during the period of 12 weeks internship. Personal experience gained by visiting different desks during internship period. The collected data are taken from various sources which are mentioned in the below:
i) Primary sources- I collect some information from primary sources regarding Account Division, Motijheel Branch of IFIC Bank.
ii) Secondary sources- The major part of information are collected from the secondary sources such as:
• Annual report of IFIC Bank.
• Office files and documents
• Study related books and journals.
• Procedure manual published by the IFIC Bank, head office.
iii) Discussion with concerned person- As study related current data are not available, I have to discuss with concern persons for getting up to date information. Duration of rotation in different departments in the branch is shown below:
• General Banking—— 30 Days.
• Loans & Advances— 30 Days.
• Foreign Exchange— 30 Days.

.................................................
Total Time———— 90 Days.

1.06 Limitation of the Study:
It may agree to by the readers) of the report that of such a report especially to enrich with empirical findings, wherever necessary, is a time to consuming matter. As the report prepared with a short span of time, the report could not be made comprehensive and conclusive. Mainly the report could be made descriptive. Some usual constraints I did face during the course of my investigation. These are as follows:
• The main limitation of the study is availability of literature and data and in many cases the up-to date information is not yet published.
• Time constraints impede me to make in depth study.
• Entrance to every corner of the bank was not possible to me.
• Relevant paper and documents were not available sufficiently which can aid my writing this paper.
• I have to base on secondary data for preparing this report.

CHAPTER 2

BANKING HISTORY OF BANGLADESH

Bangladesh is a developing country. Banking sectors place a pivotal role in the economic development of country. The importance of bank as a significant institution of economic development for a country can hardly be overemphasized. Banking system of a country can well be said as a barometer of its economic prosperity. Well developed banking system is indispensable for modern trade and commerce. Banks not only, now-a-days act as custodian of public money, but also are indispensable as vital agent for maintenance of sound financial position of a government.

Bangladesh bank acts as a central bank for our country and it controls, supervises, and looks after the private scheduled banks as well as the nationalized banks formed by amalgamating the business of the twelve banks doing business in Bangladesh before liberation as per schedule given below:
	Existing Bank
	New Bank
	Authorized Capital
(Lacs)
	Paid up Capital (Lacs)

	The National Bank of Pakistan The Bank of Behawalpur Ltd.
	Sonali Bank
	500
	200

	The Premier Bank Ltd. The Habib Bank Ltd. The Commerce Bank Ltd.
	Agrani Bank
	500
	100

	The United Bank Ltd. The Union Bank Ltd.
	Janata Bank
	500
	100

	The Muslim Commercial Bank Ltd. The Standard Bank Ltd.
	Rupali Bank
	500
	100

	The Austrasia Bank Ltd. The Estem Mercentile Bank Ltd.
	Pubali Bank
	500
	100

	The Estem Banking Corporation Ltd.
	Uttara Bank
	500
	100


After the liberation of Bangladesh the twelve Banking companies who were doing business in Bangladesh, were nationalized by the Government of People's Republic of Bangladesh under president's order no. 26 of 1972 entitled “The Bangladesh Bank (Nationalizations) order, 1972” on 26 March, 1972.
During 1983 Bangladesh Govt. allowed the private sector to operate banking business. Now Banks are formed and operate under banking co. act 1991. At present there are 52 Banks operating their business in Bangladesh.

2.01 Relevant Laws/Acts/Order for Bankers/Financial Institutions

The following Law, Acts and Order are guiding Banks and Financial Institutions-operating in Bangladesh:

1. The Artha Rin Adalat Act-1990

2. The Bangladesh Bank Order-1972

3. The Banker’s Books Evidence Act-1891

4. The Banking Companies Act-1991

5. The Bankruptcy Act-1997

6.  The Bangladesh Bank (Nationalism) Order-1972

7. The Bill of Exchange Act-1882

8. The Companies Act-1994

9. The Contract Act-1872

10. The Co-operative Societies Act-1940

11. The Insurance Act-1938

12. The Pre-Shipment Inspection order-1999

13. The Partnership Act-1932

14. The Securities & Exchange commission Act-1993

15. The Foreign Exchange Regulation Act-1947

16. The Bangladesh Export Processing Zones Authority Act-1980

17. The Export Policy- 1997-2002

18. The Guidelines for Foreign Exchange Transaction-1996 (Bangladesh Bank)
19. The Import Policy Order- 1997-2002

20. The Uniform Customs & Practice for Documentary credits (1993 revision, ICC publication-500)

CHAPTER 3

THE ORGANIZATION
3.01 History of The IFIC Bank Ltd.:
The IFIC Bank, what we see today, came into existence in 1976 as a finance company under the name and style International Finance & Investment Company Limited (IFIC). IFIC was incorporated as public limited company on October 08, 1976 and commenced its operation on February 28, 1977.

IFIC was established, at the instance of the government with primary objectives of carrying on banking business abroad through subsidiaries, affiliates, branches & investment and financial business in the country. During the meantime in May 1979, IFIC secured permission of the Bangladesh Bank to function as merchant Bank in the country.

Consequent upon the Government decision to allow Banks in the private sector, International Finance and Investment Limited was converted into a Banking company under the name & style “International Finance Investment and Commerce Bank Limited (IFIC Bank Ltd.)” with composition of ownership held by private sponsors, general stockholders, government & started full fledged commercial Banking with effect from June 24, 1983. The Government held 49 per cent shares and the rest 51 per cent were held by the sponsors and general public. 

On 24th June, 1983 IFIC Bank Limited started banking operations in Bangladesh. All types of banking business including foreign exchange are conducted by the bank. It has correspondent arrangement with all major banks all over the world.
3.02 Objectives of The IFIC Bank Ltd.

The main objectives of the IFIC Bank are as follows:
a) To establish, maintain, carry on, transact, undertake and conduct all types of banking, financial, investment and trust business of in Bangladesh and abroad.

b) To form, establish and organize any bank, company, institutions or organization either singly and/or in joint collaboration of partnership with any individual company, financial institution, bank, organization or any government and or government agency for the purpose of carrying on banking, financial investment and trust business and/or any other business as provided hereafter.

c) To carry on any business relating to Wage Earner Scheme as may be allowed by Bangladesh Bank from time to time including maintaining of foreign currency accounts and any other matter related there to.

d) To contract or negotiate all kinds of loan and/or assistance, private or public from any source, local or foreign, and to take all such steps as may be required to be complete such deals.

e)  To form, organize assets, participate or aid in forming, promoting or organizing any company, bank, syndicate, consortium institute or any holding and subsidiary company in Bangladesh or abroad for the purpose of undertaking any banking financial investment and trust business.

f) To take part in the formation, management, supervision or control of business or operations of any company or undertaking and for that purpose to render technical managerial and administrative services and act as administrator, manager and secretary.

g) To purpose, or otherwise acquire, undertake, the whole or any part of or any interest in the business, goodwill, properly, contract, agreement, right, private assets and liabilities of any other company bank corporation, partnership, body person or persons carrying on, or having ceased to carry on, any business which the company is authorized to carry on such terms and may be deemed expedient.

h) To encourage sponsor and facilitate participation of private capital in financial industrial or commercial investment, share and securities and in particular by providing finance in the form of long, medium or short term loans or share participation by way of subscription to the promoter shares, or underwriting supports or bridge finance loans and/or by any manner.
i) To amalgamate or reconstruct or recognize with any commercial bank, or body corporate or association in cooperation with any person, commercial bank or association.

j)  To establish and open offices and branches to carry on all or any of the above business abroad and within the country, provided prior permission is obtained from the Bangladesh Bank.

k) To establish provident fund, gratuity, pension, and other fund for the welfare and benefit of the employees and staffs, former or present and any matter related thereon.

l) To act as official liquidator and receiver.

m) To receive, borrow or raise money on deposit, loan or otherwise upon such terms as The IFIC Bank may approve and to give guarantee and indemnity in respect of any debt or contract.
n) To appoint officials, staff, experts, advisers, consultants, auditors, Legal advisers and provide for their suitable remunerations.
o) To advance, deposit or lend money to or with such persons or bodies, corporate, unincorporated, statutory, govt. and/or its agencies on such terms as the IFIC Bank may approve.

3.03 Ownership Structure
The Government of the Peoples' Republic of Bangladesh now holds 35% of share capital of the Bank. Leading industrialists of the country having vast experience in the field of trade and commerce own 34% of the share capital and the rest is held by the general public.

3.04 Composition of The Board
Unlike other banks in the private sector, Board of Directors of the Bank is a unique combination of both private and Government sector experience. Currently it consists of 11 Directors. Of them six represent the sponsors and general public and four senior officials in the rank and status of Joint Secretary/Additional Secretary represent the Government. Managing Director is the ex-officio Director of the Board.

3.05 Capital And Reserves
IFIC Bank has been consistently maintaining the 'Capital Adequacy Ratio', as prescribed by Bangladesh Bank. This has been made possible by a policy of building up both capital and reserves. It started with an Authorized and Paid-up Capital of Tk. 100 million and Tk. 63.20 million respectively in 1983. Authorized and Paid-up Capital increased to Tk. 500 million and Tk. 406.39 million respectively in 2004. In addition to paid-up-capital, the Bank has built up a strong reserve base over the years. As against Tk. 21.20 million only in 1983, reserves and surplus increased to Tk. 737.19 million in 2003. Besides, the Bank had 1% General Reserve worth Tk. 393.31 million as on December 31, 2004.
3.06 Strength And Performance
With the active support and guidance from the Government, Central Bank, clients and patrons, the Bank has been maintaining sound financial strength and showing a steady and impressive business performance. IFIC Bank is one of the few mentionable banks which maintains Capital Adequacy ratio and has more than required provision as per Bangladesh Bank criteria.

Starting with a modest deposit of only Tk. 863.40 million in 1983, the Bank had closed its business with a deposit of Tk. 20774.47 million as of 31sl December, 2004. Total credit stood at Tk. 21280.88 million as on  31.12.2004 against Tk. 20450.90 million last year. Bank has posted a pre-tax (un-audited) profit of Tk. 740.25 million during the year ended 31st December, 2004.
3.07 Credit Policy And Portfolio
Credit policy of the Bank works within the framework of three main objectives, namely, maintenance and improvement of quality of assets, recovery on time and building-up of an efficient customer oriented credit delivery system.

The portfolio includes working capital financing, project financing, import-export financing and domestic trade financing etc. The Bank continued to extend working capital facilities to customers to ensure smooth and uninterrupted operation of their business. At the same time, it expanded project financing portfolio to meet the growing demands of the economy for long term finance in a depressed capital market.
Project loans were extended for setting up of new projects and BMRE of the existing projects as well. Due emphasis was given to financing export oriented and export linked industries without loosing sight of the need for long term loans by other domestic market based industries and ventures. So far the Bank has financed 343 projects. Among them 48 projects were financed during 2004 amounting to Tk. 1534.57 million. In long term portfolio, the bank has been diversifying from Textile and RMG industries to steel industries, paper products, CNG filling stations, Shipping, Power Sector, Micro Credit and health services etc. Moreover the bank has also been financing the Agro-based industries in accordance with Govt. policy. For improved customer services, the Bank now extends One Stop services to corporate clients who require term loan, working capital and import-export financing etc. The Bank also participates in Syndicate Financing and so far has sanctioned Tk. 1153.00 million in 12 projects.

The Bank successfully handled two credit lines viz-IDA credit No.2340 and ADB loan No. 1070 BAN (SF) with recovery rate of 100% and 87% respectively. Under these programmes the Bank sanctioned loans of Tk. 428.00 million to as many as 53 units. It helped local entrepreneurs to successfully implement small and medium sized industries.

3.08 International Operations
International Division at the Head Office is fully equipped with expertise including computerized operations to deal with foreign trade and foreign exchange operations of all kinds including Letters of Credit, Bills, Traveler's Cheques, Foreign Drafts, TTs, Remittances from Bangladeshi expatriates abroad and handling students remittances studying abroad etc. Such operations are conducted through 19 AD (Authorized Dealer) branches throughout the country. All our 19 Authorized Dealer (AD) Branches have been brought under SWIFT connectivity.

Correspondent Banking (CB)
IFIC Bank has wide correspondent network covering all major currencies (ACUD, AUD, CAD, CHF, EUR, GBP, JPY, USD etc.) all over the world. Apart from traditional Telex Test Key, we have BKE (Bilateral Key Exchange) with most of the correspondents. Major correspondent banks are:
• American Express Bank
• Bank of Tokvo Mitsubishi

• Citibank N.A.
• Commerz Bank AG
• HSBC
• JP Morgan Chase Bank
• Mashreqbank psc
• Standard Chartered Bank
The International Division in maintaining 29 Standard Settlement Instructions (SSI) i.e. Nostro A/Cs in 8 Foreign Currencies at various major Financial Centers throughout the world. Bank's dealing room is equipped with REUTERS 3000.
Drawings Arrangement for Inward Foreign Remittance:
To facilitate inward foreign remittance in Bangladesh, we have both Draft Drawing Arrangement and Electronic Fund Transfer (EFT) Arrangement with different Exchange Companies and Banks.
List of Exchange Companies/ Banks with drawing arrangement with IFIC Bank:

• Oman International Exchange LLC - Oman.
• Placid N.K. Corporation, USA.
• Vigo Remittance Corporation, USA.
• Instant Exchange UK Ltd., UK.
• Doha Bank, Qatar (arrangement under process).
3.09 Information Technology
Since its journey as a commercial Bank in 1983, IFIC Bank has been laying great emphasis on the adoption of latest Information Technology. Bank became pioneer in the field of IT by introducing computerized branch banking right in 1983. Subsequently all the important branches have been computerized. Recently the Bank has upgraded its Banking Software to bring all modules i.e. Deposits, Loans and Advances, Remittances, Foreign Trade, Foreign Exchange and Accounts under same platform at all our branches. The Bank now runs under Intra-branch and Inter-branch network. Central Mailing System and Web facilities etc are being maintained in an automated environment at the Head Office and Branches.

The Bank has already introduced the ATM operations to ensure 24 hours customer services. At present it has 17 ATMs under shared Network in Dhaka City. Besides, 2 ATMs have been installed in Chittagong City and 2 ATMs in Sylhet City. Other major Cities like Khulna, Rajshahi, Bogra will be covered under ATM network gradually. The Bank is also in the process of introducing Credit Cards and various other IT based products.
A new product "Any Branch Banking" is already in operation to facilitate the anywhere banking. Moreover, the existing stand-alone systems of the branches will be converted to a Centralized Database System soon with a view to introducing the Real-time Online Banking facility for the customers of the Bank.
Besides, the Bank has introduced some major IT based functions to maintain a strong infrastructure of IT like (a) Development and maintenance of the official Website [www.ificbankbd.com] and (b) Tele Banking operation in our major branches. All Head Office operations like Personnel and Administration, Central Accounts, Credit, International Operations, Share, Establishment and Audit & Inspection are computerized on stand alone basis.
3.10 New Products
Besides providing traditional services in the area* like, deposit, advance, import-export financing, remittance and collection, treasury operations and lockers, the Bank has in the recent years introduced a good number of new products to meet the increasing demands of the clients and the members of the public. Some of them are: Visa Credit cards, ATMs (Automated Teller Machine), Phone Banking, Pension Savings Scheme, Death Risk Benefit Scheme, Monthly Income Scheme and Consumer Ciedit Scheme, Education Assistance Plan (Deposit Scheme).

3.11 Domestic Branches of The Bank
The branches of the Bank cover all the important trading and commercial centers in Bangladesh. At present it has 62 branches within Bangladesh. All the branches are equipped with computers in addition to modem facilities, logistics and professionally competent manpower. Steps are underway to open new branches in important locations in the country during 2005.

3.12 Joint Ventures Abroad
Oman International Exchange LLC (OIE):
Oman International Exchange LLC (OIE): a joint venture between IFIC Bank Limited and Oman nationals, was established in 1985 to facilitate remittance by Bangladeshi wage earners in Oman. EPIC Bank holds 25% shares, and the balance 75% is held by the Omani sponsors. The exchange company has a network of 7 branches and 2 counteres covering all the major cities/ towns of Oman. The operations of the branches are fully computerized having online system.

The affairs and business of the company is run and managed by the Bank under a Management Contract. 17 Officers of the Bank are engaged in the exchange house.

Total share capital of the company is RO 500,000 (equivalent to BDT 76.70 million). The equity of the company stood at RO 684.503 eqvt. BDT 105.00 million (provisional figure) as at 31st December 2004.

The performance of OIE was satisfactory during the year 2004. OIE established remittance arrangement with 8 (eight) countries viz. Bangladesh, India, Indonesia, Pakistan, Qatar, Sri Lanka and UAE. In 2004, total remittance of OIE increased by 16.04% to BDT 3,273.28 million from BDT 2,820.91 million in 2003. Out of the total remittance, share of remittance to Bangladesh is 76.03% against 79.70% in 2003.
Total pre-tax profit earned by the company amounted to BDT 22.29 million (provisional figure) in the year 2004 as against BDT 8.66 million in the year 2003, showing an excellent growth of 157.39% in 2004.
Nepal-Bangladesh Bank Ltd. (NB Bank)
Nepal-Bangladesh Bank Ltd. (NB Bank), a joint venture commercial bank between IFIC Bank Ltd. And Nepal nationals, started operation with effect from June 06, 1994 in Nepal. IFIC Bank presently holds 25% share of NB Bank. The company is managed by IFIC Bank Ltd. Under a Technical Services Agreement.

The authorized and paid up capital of NB Bank were NRs. 1,000 million and NRs. 3.59.92 million respectively as at the close of business of Nepali FY Ashad 2060 (i.e. on 16.07.2003). Total equity of the company stood at NRs 683.92 as on 16.07.2003 against NRs 626.50 as on 16.07.2002.
The Bank has so far opened 17 (seventeen) branches at different important locations in Nepal. The deposit and advance as on 16.07.2003 stood at NRs. 10,581.00 million and NRs. 7,961.51 million respectively. The deposit and advance of the Bank at the end of 2002 were NRs. 9,514.46 million and NRs. 8,083.97 million respectively.

NB Bank made a pre-tax profit of NRs. 191.50 million during 2003 as against NRs. .104.95 million during 2002.

Nepal Bangladesh Finance and Leasing Company Ltd. (NB Finance):
Nepal Bangladesh Finance and Leasing Company Ltd., another joint venture leasing company between IFIC Bank Ltd. And Nepal nationals, started its operation on April 18, 1999 in Nepal. The authorized and paid up capital of the company are NRs. 60.00 million and NRs. 30.00 million respectively. Total equity of NB Finance stood at NRs. 346.46 as at the close of Nepali FY Ashad 2060 (i.e. on 16.07.2003). IFIC Bank holds 30% share in the company.
Total deposit and advance of the company as at the close of Nepali FY 2003 were NRs. 240.42 million and 186.82 million respectively. The company made a pre-tax profit of NRs. 7.65 million for the year 2003 against NRs. 1.02 million in 2002.

NDLC-IFIC Bank Ltd., Pakistan:
IFIC Bank had two branches in Pakistan, one in Karachi and the other in Lahore. Karachi Branch was opened on 26th April 1987, while Lahore Branch was opened on 23rd December 1993. Performance of both the Branches has been excellent.
To meet the Minimum Capital Requirement (MCR) of the State Bank of Pakistan, the Overseas branches in Pakistan have been amalgamated with a reputed leasing company in Pakistan named National Development Leasing Corporation Ltd. Therefore, the existence of our above Overseas branches has ceased w.e.f. 2nd October 2003 and a new joint venture bank entitled NDLC-IFIC Bank Ltd. (NIB) emerged in Pakistan w.e.f. 3rd October 2003. IF1C Bank holds 20% equity in the Bank.

The authorized and paid up capital of NIB are PKR 1,500 million and PKR 1,229.04 million respectively as on 30th September 2004. The equity of the company on the same date stood at PKR 1,298.11 million.
Total deposit and advance of NEB as on 30th September, 2004 stood at PKR 8,807.77 million and PKR 11,688.93 million respectively. Pre-tax profit earned by the company stood at PKR 30.18 million up to September, 2004.

3.13 Human Resource Development:
At the very beginning, the IFIC Bank laid a foundation is setting up an Academy at head office under Human Resource Development & Research Department to develop human resources internally. The academy is equipped with professional faculty and other facility. It is now under personal and HRD & Research division. The academy conducts regularly foundation courses, specialized courses and seminars on different areas of banking to take care of the professional needs.

3.14 Functions of The IFIC Bank Ltd.
The IFIC Bank performs all types of functions of a modern commercial bank which is generally includes:
a) Mobilization of savings of the people and safe keeping of all types of deposit account.
b) Making advances especially for productive activities and generally for the other commercial and socio-economic needs.
c) Providing banking services to common people through the undertake of branches.
d) Handling of export and import trade and foreign remittances and with special support to export activities.
e) Introduce modem Banking services in the country.
f)  Discounting and purchasing bills.
g) Providing various information, guidance and suggestions for promotion of trade and industry keeping in view of the overall economic development of the country.

3.15 Workforce

Total manpower stood at 1,895 as on December 31, 2004. Out of them 1,294 were officers and 601 were non-officer employees. The number of female employees in the Bank on the date was 248. Growth in workforce of the Bank from 1983 to 2004 is given below:

	Year
	Officer
	Staff
	Total
	
	Female Officers & Staff

	1983
	61
	36
	96
	
	16

	1984
	152
	89
	241
	
	21

	1985
	264
	168
	432
	
	26

	1986
	303
	322
	625
	
	29

	1987
	334
	404
	738
	
	38

	1988
	369
	458
	827
	
	50

	1989
	465
	480
	945
	
	63

	1990
	512
	480
	992
	
	74

	1991
	506
	556
	1062
	
	78

	1992
	617
	626
	1243
	
	96

	1993
	600
	720
	1320
	
	106

	1994
	912
	513
	1425
	
	119

	1995
	964
	610
	1565
	
	132

	1996
	1009
	540
	1549
	
	154

	1997
	1088
	526
	1614
	
	154

	1998
	1081
	543
	1624
	
	162

	1999
	1124
	535
	1659
	
	176

	2000
	1151
	549
	1700
	
	188

	2001
	1189
	548
	1737
	
	200

	2002
	1201
	554
	1755
	
	213

	2003
	1266
	602
	1867
	
	238

	2004
	1294
	601
	1895
	
	248


3.16 Functional Departmentation At Head Office
Managing Director, ex-officio Director of the Board, is the Chief Executive Officer (CEO) of the Bank. Next in the organisational hierarchy is the Deputy Managing Director. Groups/ Divisions at Head Office report either directly to the Managing Director or through the Deputy Managing Director.

The operations and activities at the Head Office are divided into twelve Groups including the office(s) of the (a) Board Secretariat and (b) MD's Secretariat. Each of the twelve Groups is headed by a Group Executive. Out of these twelve Groups three groups viz. (a) Law (b)Group (General-I) and (c) Group (General-II) report directly to the Managing Director. Other groups report through the Deputy Managing Director. All the Divisions/ Departments at Head Office are required to report to the respective Group Executives. Name of the Departments under each Group are given below:

Departments of Head Office
* Group (Operations-D:

1. General Credit Department
2. Credit Administration Department
3. Credit Information & Return Department
4. Project Finance Department
5. Lease Financing Wing.
* Group (Operations-II):

1. Overseas & International Banking Relation Department
2. Garments Department
3. Foreign Trade Department
4. Treasury Department
*Group (Operations-Ill):

1. Audit & Inspection Department
* Group Operations-IV):

1. Central Accounts Department
2. General Banking Department
3. Establishment Department
* Group (Operations-V):

1. Recovery Department-1
2. Recovery Department-2
3. Recovery Department-3
* Group (Operations-VI):
1.    Monitoring Department
2.    Compliance Department

BOARD OF DIRECTORS
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Mr. Manzurul Islam 
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Director
03 
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Director
05 
Mr. Meer Tabarrak Husain 


Director
06 
Mr. A. R. Malik 




Director
Nominee Directors
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(Government of Bangladesh)

07 
Mr. Nazrul Islam 




Director
08 
Mr. A.M.M. Nasir Uddin 


Director
09 
Mr. Habib Abu Ibrahim 



Director
10 
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Director
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3.17 Management Hierarchy of The IFIC Bank Ltd.
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CHAPTER 4

LENDING DECISION

The principle function of a bank is to lend. Lending is a dynamic activity. It is through the medium of lending the banking industry promotes economic activity: instill and encourages, at the individual level, the principle of self-reliance, and yields earnings for the bank. It is lending alone that brings banking into a more meaningful and purposeful contract with public and, therefore, has the greatest impact upon them.

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. Security is required by the banker as a protection against unexpected default in repayment by the customer. Thus, the object of both external and internal controls is to ensure the employment of bank funds in a profitable manner without undue risk of loss to the capital.
Although all lending involves some degree of risk, it is necessary for any bank to develop sound and safe lending policies and new lending techniques in order to keep the risk to a minimum. The principles of sound lending may, therefore, be summarized on below:

1) Safety: Safety is the first guiding principle of a prudent banker. A bank is in business to make money. It mainly uses depositor's fund as a means of its earnings. The money of the depositor's being repayable on demand or, after a short notice, determines the capacity of a bank as to the period for which he can safely lend it out without an uncalculated risk. Safety should never be sacrificed for profitability. Once the confidence of the depositor's is shaken, the banker cannot carry on the banking business. On principle he, therefore, cannot indulge in unsecured or long term advances. Advances should be expected to come back to resort to legal action or to sell the securities to liquidate the advance.
The repayment of the loan depends upon the borrower's- i) capacity to pay, and ii) willingness to pay.
2) Liquidity: Liquidity is the availability of bank funds on short notice. It is not enough that the money will come back, it is also necessary that it must come back on demand or in accordance with agreed terms of repayment. The borrower must be in a position to repay within a reasonable time after a demand for repayment is made; otherwise, the liquidity position of the bank is endangered.
3) Profitability: Commercial bank has to distribute its resources in a manner that they meet the twin requirements of liquidity and profitability. A banker has; therefore, to see that major portion of the assets owned by it are not only liquid but also aim at earning a good profit.
The working funds of a bank are collected mainly by means of deposits from the public and interest has to be paid on these deposits. They have also to meet their establishment charge and other expenses. They have to make provision for depreciation of their fixed assets and also for any possible bad or doubtful debts. Interest earned by a bank on its advances is the main source of its income. The difference between the interest received on advances and the interest paid on deposits constitutes a major portion of the banker's income. The bank will not, however, enter into a transaction unless a fair return is assured. So, there is little point in a banker granting facilities which do not bring directly or indirectly some returns.
4) Purpose: A banker would not throw away money for any purpose for which the borrower wants. The purpose should be productive so that the money not only remains safe but also provides a definite source of repayment. The banker should study the purpose for which loan is required and the resources from which the borrower is expected to repay. If the funds borrowed are employed for unproductive purposes like marriage ceremony, pleasure trip, repayment of old debts etc. or speculative activities, the repayment in the normal course will become uncertain. Banks also discourage advances for hoarding of stocks.
5) Security: It is the practice of banks not to lend money without any security. The security offered for an advance is insurance or a cushion to fall back upon in case of need. A banker would normally like to recover the advance from the sale of the security. They would prefer an advance to come back from the normal source. The importance of an adequate and acceptable security can, however, be hardly over emphasized. Security serves as a safety valve for an unexpected emergency. An element of risk is always present in every advances however securities are not insisted upon, there are chances that the borrower may raise funds elsewhere by charging them to others and thereby the banker's position is jeopardized.
Security taken by banks can be classified into two broad categories, such as:
a) Primary Security may be either personal security or impersonal security or both. Personal security is given by a borrower by way of duly executed promissory note, acceptance/endorsement on a bill of exchange and personal covenants in mortgage deeds or loan agreements. Impersonal security is given when a charge is created by way of pledge/ hypothecation/mortgage over the borrower’s tangible assets, such as, goods and commodity, fixed assets, bills receivables, book debts.
b) Collateral Security may be direct or indirect. Collateral security obtained from the borrower himself to secure his own account is known as direct collateral security. For example, advance against hypothecation of stock-in-trade is strengthened by equitable mortgage of the title deeds of house property of the borrower. Indirect collateral security means any form of security given by a third person to secure a customer's account. A guarantee given by a third party is an indirect collateral security.

6) Disposal: The advances 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 faced by that particular industry will have serious repercussions on the bank. Again, advances must not be granted in one area alone. There should be spread of advances against different securities, industries as well as areas. Thus, by a diversification of the advance a banker will be able to spread his risks and considerably improve the safety of advances.
7) National Interest:   Banking industry has significant role to play in the economic development of a country. The banker would lend if the purpose of the advance is for overall national development plans necessitating flow of credit to priority sector in the larger national interest. Sometimes the need of the borrower may be considered so essential for the benefit of the national economy that despite heavy risks involved the advance may be granted. In the changing concept of banking, national interest for financing in some areas, especially in advances to agriculture, small industries, small borrowers, and export-oriented industries, are assuming great importance.

CHAPTER 5

ROLE OF CIB IN CREDIT MANAGEMENT

Due to irregular and insufficient flow of credit information in the banking system the proportion of classified loan in relation to the total credit is very high. This proportion of classified loan operated a bad culture in the banking sector. In order to eliminate the bad culture & to equip the banks with proper credit information for loan application processing, proposal for creation of (CIB) was put forward by different committees and organizations and it was established in 1992.

The main objectives of the CIB are to collect all sorts of information in respect of the borrowers from the scheduled banks and other non-bank financial institutions & creation of computer database in order to feedback the same information to the banks & other non-bank financial institutions for quick processing of new loan application, rescheduling, etc and preparation of various reports for MIS purposes to be used in Bangladesh Bank & ministry concerned.

The Following Are The Main Functions Of CIB:
1) To standardize information flow on loans/ credits within the Bangladesh banking system.
2) To increase the speed & accuracy with which the credit information is made available to banker assessing credit role.
3) To combine the information gathered on classified loans with the information on newly sanctioned loans to the borrowers thereby making available on integrated information package.
4) To integrate the default loan information in the CIB and its timely submission to the banks for loan application processing.
5) To collect credit information on quarterly basis from Banks.
6) To make policy for keeping utmost security & confidentiality of CIB data & reports thereon.
7) To convey the CIB information to Banks as quickly as possible for quick disposal of loan application.
8) To prepare various reports on credit information of the borrowers.
9) To help the commercial Banks to generate their own (automatic) database system for time reduction in submitting the credit report to CIB for assimilation.
10) To conduct itself supervisory job (survey) in case of need to review the correctness of the information submitted by Banks.
11) To prepare summary reports on available information at CIB for management purposes.
From the above discussion, we can conclude CIB database is one of the most important information canters for the financial institutions. This information, if used properly, will definitely improve the relationship between the Bank & its customers and ultimately be helpful to eliminate the present bad culture in banking sector.

CHAPTER 6

IMPORTANCE OF BANK CREDIT: 

MACRO & MICRO ASPECTS
The word “credit” derives from the Latin word “credere” to trust. The fundamental nature of credit is that an element of trust exists between buyers & sellers -whether of goods or of money. It may be defined broadly and narrowly. Broadly, credit is finance made available by one party (Lenders, Sellers) to another party (Borrowers, Buyers).
Narrowly, credit is simply the opposite of department debt is the obligation to make future payments. Credit is the claim to receive these payments.

The chief function of credit is to relax balanced budget constraints that allow promoting savings, investments, better allocation of resources and growth of economy. 

Bank credit is the only one form of finance. In a modern economy, there are several other sources of credit. Bank as a financial intermediary provides finance from surplus units to deficit spenders of an economy. Financial intermediation is an important activity in the economy because it allows funds to be channeled from those who might otherwise not put them to productive use to those who will. In this way, financial intermediaries can help promote a more efficient & dynamic economy. Banks accept deposits from individuals & institutions and make loans.
The credit facilities may be broadly classified into four types:
b) Loans
c) Overdrafts
d) Cash Credits
e) Bills Purchased & Discounted.

Importance of Bank Credit- Macro Aspects:
i) Credit influences and is influenced by quantity of money, level of economic activity (GNP), imports and net foreign assets. 

ii) Credit provides vital linkage among government sector, private sector, financial sector and foreign sector. 

iii) Credit is an important determinant of money creation and  hence of production, consumption and national income.

iv) Credit influences imports and capital movements, and hence the outcome of balance of payments.

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 context of overall increase in money supply and the trends in real output.

Central Banking authority would have to take a direct and active role:

Firstly, in creating or helping to create the machinery needed for financing development activities all over the country.
Secondly, in ensuring that the finance available flows in the directions intended.
It may be necessary to direct special credit facilities to certain lines of high priority. Emphasis should be given on reduction of regional and sectoral imbalances in the availability of banking facilities and also the credit particularly to the weaker sections and neglected sectors.
Importance of Bank Credit - Micro Aspects:
i) Credit influences behavior of economic sectors (industry, agriculture) and behavior of economic agents (business, financial institutions, households).
ii) Two way relationship between credit and deposit.
iii) 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.

There should be greater efforts on the part of individual banks to formulate appropriate credit budgets at the micro level in the context of available loan able resources and in the light of directions and guideline by Bangladesh Bank on broad sectoral deployment of credit.
At micro level the planners have also the important task of enlarging the flow of credit to the so called selected and priority sectors, agriculture, small scale business units, expenses, new entrepreneurs and economically backward regions.

CHAPTER 7

CREDIT POLICY
7.01 Meaning of Credit Policy
Policy entails projected course of action. Each bank should have its own policy of granting credit although credit is always a matter of judgment applying common sense in the light of one's own experience.

A sound credit policy includes among other things safety of funds invested vis-a-vis profitability of the bank. Encouraging maximum number of small loans is better than concentration in a particular type of advances which ensures sufficient liquidity with least incidence of bad debts.
It has to be borne in mind that a good loan allowed to a properly selected borrower is half collected. In order to make a good loan there should have a good loan policy.

7.02 Objective of Credit Policy
There are some objectives behind a written credit policy that are as follows:
• To provide a guideline for giving loan.
• Prompt response to the customer need.
• Shorten the procedure of giving loan.
• Reduce the volume of work from top level management.
• Delegation of authority to the middle level management.
• To check and balance the operational activities.
7.03 Importance of Credit Policy:
The necessity of a written credit policy is to provide a framework of standards and points of reference within which individual lending personnel can operate with confidence, relative uniformity, and flexibility. Lending officers will then be able to make their own decisions within delegated authority, without the necessity for constant referral to higher management.

Without such a written policy, there is a tendency to concentrate all decision making in one or two people at or near the top, with the obvious disadvantages of slower decisions and the inability of loan officers to develop their full potential. The other tendency is to foster a dangerous diversity of lending practices and philosophies within the organization, probably leading ultimately to an in-ordinate number of problem loans. In addition to establishing uniform guidelines for loan officers and satisfying the regulator agencies, a written credit policy can aid bank management in defining the objectives of the bank. Like any other business, the commercial banks establish particular objectives to be met.

7.04 Formulation of Credit Policy:
One of the questions that should arise in a discussion of credit policy is who should formulate the policy. Although the ultimate responsibility lays at the highest level in the organization i.e. the board of directors, yet the actual drafting shall have to be done by the senior lending officer in consultation with the chief executive officer and with contributions from senior officers, associates and subordinates. Obviously, the level of origin will vary with the size and structure of the organization. The matter than be referred to the board for approval after careful examination, consideration and discussion.

7.05 Essential Components of A Sound Credit Policy:
There can be some variations based on the needs of a particular organization, but at least the following areas should be covered in any comprehensive statement of credit policy:
1. Legal consideration: The bank's legal lending limit and other legal constraints should be set forth to avoid inadvertent violation of banking regulations.
2.  Delegation of authority: Each individual authorized to extend credit should know precisely how much and under what conditions he or she may commit the bank's funds. These authorities should be approved, at least annually, by written resolution of the board of directors and kept current at all times.
3.  Types of credit extension: One of the most substances parts of a loan policy is a delineation of which types of loans are acceptable and which type are not.
4. Pricing: In any profit motivated endeavor, the price to be charged for the goods or services rendered is of paramount. Without it, individuals have few guidelines for quoting rates or fees, and the variations resulting from human nature will be a source of customer dissatisfaction.
5. Market area: Each bank should establish its proper market area, based upon, among other things, the size and sophistication of its organization, its capital standpoint, defining one's market area is probably more important in the lending function than in any other aspect of banking.
6.  Loan standards: This is a definition of the types of credit to be extended, wherein the qualitative standards for acceptable loans are set forth.
7.  Credit granting procedures: This subject may be covered in a separate manual, and usual is in larger banks. At any rate, it should not be overlooked because proper procedures are essential in loan establishing policy and standards. Without proper procedures for granting credit and constant policing to ensure that these procedures are meticulous carried out, the best conceived loan policy will not function and, inevitably, problems will develop.

7.06. Lending Guidelines
As the Bank have a high rat of non performing loans. Banks risk taking applied should be contained and our focus should be to maintain a credit portfolio keeping in mind of Banks capital adequacy and recovery strength. Thus Banks  strategy will be invigorating loan processing steps including identifying, measuring, containing risks as well as maintaining a balance portfolio through minimizing loan concentration, encoring loan diversification, expanding product range, streamlining security, insurance etc. as buffer against unexpected cash flow.

Considering the above few tending guidelines are elaborated bellow.

7.001 Industry and business segment focus.

	
	Industry Focus
	
	Trading /Business Focus

	i. 
	Textile
	i. 
	Distribution

	ii. 
	Pharmaceuticals
	ii. 
	Brick field

	iii. 
	Agro-based
	iii. 
	Rice Mill/Flour Mill/Oil Mill.

	iv. 
	Food and allied
	iv. 
	Work order

	v. 
	Telecommunication
	v. 
	Yarn trading

	vi. 
	Power generation and distribution
	vi. 
	Cloth merchant

	vii. 
	Health care
	vii. 
	Industrial spares

	viii. 
	Entertainment
	viii. 
	Hardware

	ix. 
	Services
	ix. 
	Electronic & Electrical goods

	x. 
	Chemicals
	x. 
	Construction materials

	xi. 
	Transport
	xi. 
	Fish trading

	xii. 
	Infrastructure Development
	xii. 
	Grocery

	xiii. 
	Linkage industries
	xiii. 
	Wholesale/retails

	xiv. 
	Information Technology
	xiv. 
	Others as decided from time time to time

	xv. 
	Ceramics
	
	

	xvi. 
	Others as decided from time to time
	
	


7.002 Types of credit facilities:
Bank will go for.
• Term financing for new project ahd BMRE of existing projects (Large, Medium, SME, SCI)
• Working Capital for industries, trading, services and others (Large, Medium, SME, SCI)
• Trade finance for import and export -
• Lease Finance.
• Small loan for Traders, Micro enterprise and other productive small venture.
• Consumer Finance
• Fee business
• Islamic mode of finance 

CHAPTER 8

LOANS & ADVANCES
8.01 Introduction
Banking business is like all other profit-oriented business. It depends mainly on how much profit they can make. Profit is the yardstick for the bank to move on. Banking is a business that deals only with money and credit. They work as reserves of “savings” of the community and also as lenders or investors for trade business and industry. Banks are profit oriented. They invest their funds in many to earn income. Huge amount of income derives from loans and advances. Credit is continuous process. Recovery of one credit gives rise to another credit. In this process of revolving of funds, bank earns income in the form of interest. A bank can invest its fund in many ways. Banks bake loans and advances to traders, businessmen, and industrialists against the security. Moreover nature of credit may differ in terms of security requirement, disbursement provision, terms and conditions etc. The IFIC Bank should take proper caution in lending otherwise the risk of default in repayment may arise.
8.02 Target Customers of The IFIC Bank Ltd.

The customers for the loan services are categories as follows:
• Individual person.
• Sole proprietorship firms.
• Partnership firms.
• Private limited company.
• Public limited company.
• Government and semi government organization.
• Bank employees.

8.03 Different Types of Borrowers
A borrower should be legally competent to enter into a contract, as borrowing is a contract between the lender and the borrower. Minors, lunatics, drunkards and undercharged insolvents cannot enter into a valid contract and cannot, therefore, be entertained as borrowers. Before entertaining an application for loans and advances, banker should verify borrower's capacity to contract and, his power to borrow, so as to effectively charge the security offered as a cover for the advances.

i) Minor—any person below the age of 18 years is a minor and, therefore, not ordinarily competent to contract. The minor's contract is voidable in English law but void according to the contract act. So, under the contract act the contract entered into by a minor is void, i.e., neither he can sue nor he can be sued.

ii) Lunatics—A lunatics is a person who lacks the power of understanding, and rational judgement. Under the contract act, lunatic is a person of unsound mind and is incompetent to enter into a contract. A person of unsound mind can avoid a debt, if his legal representative can prove that he was of unsound mind at the time of borrowing. As such, no advance should be granted to a lunatic.

iii) Drunken or Intoxicated Persons—One of the conditions of a valid contract is that it must be entered into between persons who are of sound mind. Contracts entered into by person in a state of drunkenness are not considered valid.

iv) Insolvents—When a person is unable to pay his debt in full and upon his adjudication as an insolvent, his property, in certain circumstances, is taken possession of by the official receiver or the official assignee under the orders of the court. A bank should not lend with or without security to an undercharged insolvent or a person against whom insolvency proceeding are pending.

v) Pardah Nashin Lady—A contract entered into by a Pardah Nashin Lady is not free from all defects. It is, therefore, very risky to deal with this type of borrower and, it is always preferable to have her statement attested in the presence of a 1st class Magistrate.

vi) Married Women—A married women has, in law, the same capacity to enter into a contract as any other person to the extent of her separate estate. She does not require any consent from her husband while dealing with her self-acquired property and, the property she may acquire, hold and dispose of as an independent person.

vii) Sole Proprietorship—A sole proprietory concern is a business carried on by an individual owner in his own name or a trade name. While lending to a sole proprietorship, the banker should take a declaration from the owner that he is the sole proprietor and no other person has any interest in the business as partner or otherwise.

viii) Joint Accounts—A joint account is a bank account conducted in the name of two or more persons, who are neither partners nor administrators nor executors nor trustees. It is necessary that before opening an account in joint names, signatures of all should be obtained with clear instructions as to who will operate the account or to whom money will be payable in case of death of any one or more of joint account holders.

ix) Joint Account in the name of Husband and Wife—The rights and obligations of husband and wife would appear to be in no way different from those of other joint account holders.

x) Joint Hindu Family—A business carried on by a joint Hindu family is governed by the provisions of Hindu law. A banker should know well the laws and customs relating to succession and transfer of rights among Hindus before granting any financial accommodation to such a family.

xi) Executors and Administrators—On the death of the person, the conduct of his affairs sometimes become vested on administrator or executors who perform the same duties, i.e., to realize the assets of the deceased and to pay off his debts.

xii) Agents and Attorney—An agent has no authority to bind his principal by borrowing money, either by overdrawing an account or otherwise, without either an express or implied prior authority from the principal.
xiii) Local Bodies—These are Municipal Corporation, Municipal Committee, District Council/Board, Town Committee, Union Parishad, Upazila Parishad, Zilla Parishad etc. local authorities have no implied power to borrow money unless some statutory power exists authorizing the borrowing.

xiv) Trustees—A trustee is a person in which confidence is reposed. He is given control of an estate, usually of the deceased, for the benefit of certain person. A banker should thoroughly study the trust deed while having business dealings with the trustees. Advances to trusts are not quite common.

xv) Liquidators—Liquidators are appointed at the time of the winding up of a company to realize its assets and to collect sums. If any, due from the shareholders and to apply these funds in paying off the liabilities of the company. Advances to a company in liquidation is not a bank's normal business.

xvi) Club, Association, Society, School, College etc.—These are non-trading concerns formed for charitable, cultural, scientific, recreational, educational and similar other purposes, in the advancement of literary, scientific, cultural, educational and recreational pursuits. Ordinarily, these institutions have no inherent powers to borrow.

xvii) Partnership—Partnership firms engaged in business activity have implied power to borrow, subject, however, to restrictions, if any, given in their constitution. Before allowing any advance to a partnership firm, banker should scrutinize the deed of partnership to ascertain whether there is any condition or restriction regarding borrowing.

xviii) Limited Company as Borrower—When a proposal for an advance to a limited company is to be considered, the banker will observe all formalities required for the opening of an account of a limited company. These are Memorandum of Association and The Articles of Association etc.
8.04 Reasons For Providing Loans And Advances
Loans and advances are the survival unit of the bank because until and unless the success of this section, the survival is a question to every bank. If this section is not properly working, the bank itself may become bankrupt. This is important because this is the earning unit of the bank. Banks are accepting deposits from the depositors in condition of providing interest to them as well as safe keeping their interest. Now the question may gradually arise how the bank will provide interest to the clients and the simple answer is advance.

Why the bank provides advances to the borrowers
• To earn interest from the borrowers and give the depositors interest back.
• To accelerate economic development by providing different industrial as well as agricultural advances.
• To create employment by providing industrial loans.
• To pay the employees as well as meeting the interest groups.
We often use loans and advances as an alternative to one another. But academically this concept is incorrect. Academically advance is the combination of such items where loan is a part only. For this credit section of this bank is known as advance section.
8.05 Types of Advances

[image: image13.png]



It is not possible to discuss all types of advances in details in this report but an attempt has been made to analyze the basic difference and characteristics of these advances all in the following:

8.051 Overdraft
* Overdrafts are those drawings, which are allowed by the banker in excess of the balance in the account up to a specified amount for definite period (normally 1 year) as arranged for.
* Overdraft facility is generally given to the businessmen for expansion of their business.
* Any deposit in the SOD account is treated as repayment of overdraft.
* Generally it is provided against FDR, PSP or any primary security.
* Normally it is provided with 20% margin, but it may vary.

	Secured Overdraft-SOD
	Loan General-LG

	1.
2.
3.

4.

	Only businessmen can open this. Only CD Account holder can open this.

Interest   rate   is   14.50%   with quarterly rest. 

Interest starts from the date of first withdrawal.
	1.
2.
3. 

4.

	Anyone can open this account. Both CD/SB account holder can open this. 

Interest   rate   is   14.50%   with quarterly rest. 

Interest starts from the date of sanction of the overdraft.


8.052 Cash Credit / Working Capital- CC/WC
• Cash credit is given through the Cash Credit (CC) account.
• Cash Credit account is basically a current account; however a little difference exists between them. The distinction between a current account and a cash credit account is that the former is intended to be an account with credit balance and the letter is an account for drawing of advances.
• Operation of cash credit is same as that of overdraft. The purpose of cash credit is to meet working capital needs of traders, farmers, and industrialists.

	Cash Credit (Hypothecation)
	Cash Credit (Pledge)

	1.
2.
3.

4.

	It is a charge against a property for a debt where neither the ownership nor the possession is passed to the Banker.
It is granted only to first class party.
Instrument-Hypothecation deed.
Possession of goods is surrendered to the lender when called upon to do so. Charge is then converted to pledge.
	1.
2.
3. 

4.

	It is a charge against a property for a debt where the ownership remains to the borrower but the possession is passed to the Banker.
It is granted to all types of parties.
Instrument- Pledge deed.
In case of default, Bank may sell the security on giving the debtor reasonable notice of sale.


8.053 Term Loans

	Types of Term Loans
	Characteristics

	1.  Industrial Loans
	* It is given for 3 years at equal monthly installment 

* Interest rate is 16.50%.

* Grace period is allowed depending on types of project. 

* This is given to facilitate the industrial growth.

	2.  Transport Loans
	* This   is   given   to   accelerate   the   transport   facility nationwide.
* Interest rate is 16.50%.
* It is given for 3 years at equal monthly installment.
* Others condition are almost same as the industrial loans.

	3.  House Building Loans
	* This is given for the construction of dwelling house. 

* It is given for 3 years at equal monthly installment. 

* Interest rate is 16.50%.
* It is given for 3 years at equal monthly installment. 

* This loan is not given frequently.

	4. Others Loan-Including Agriculture Loan
	* Actually Agricultural loan is not given from this branch of The IFIC Bank but all other items excluding the mentioned above will go under this head of term loans.


8.054 STAFF LOANS

1. Staff House Building Loan-SHBL
Staff house building loan is provided to the employees having 5 years continuous confirmed service in the bank. Ceiling of this loan is 120 times of basic salary. Security of the loan is the legal mortgage of the land. Rate of interest is 1% more than Bank rate that is 8.00% simple rate (no compounding rate). Repayment procedure is 240 equal monthly installments. It is started after 6 months from the date of 1st disbursement of the loan. Repayment is adjusted from their monthly salary. Principle amount is adjusted first, and then interest is adjusted.
2. Staff Loan Against Provident Fund-SPF
This loan facility is provided only for The IFIC Bank staff. In the provident fund, 10% of basic salary is contributed by employee in every month and also 10% of basic salary of the employee is contributed by the bank. Any continuous confirmed staff can apply for this loan. The rate of interest is 8% (simple rate). Repayment is adjusted from their monthly salary.

Head office allow loan to staff against their provident fund as per the following criterion:
	SL. No.
	Criterion
	P.F. Loan Ceiling
	Repayment Period (Max.)

	1.
	Employees   having   less   than   5   years continuous confirmed service in the bank.
	80% of own contribution.
	48 equal monthly installments.

	2.
	Employees having 5 years but less than 7 years continuous confirmed service in the bank.
	60% of both contributions.
	48 equal monthly installments.

	3.
	Employees having 7 years but less than 10 years continuous confirmed service in the bank.
	70% of both contributions.
	48 equal monthly installments.

	4.
	Employees having 1 0 years and above years continuous confirmed service in the bank.
	80% of both contributions.
	48 equal monthly installments.


8.055 Bank Guarantee
The bank very often requested by his customer to issue guarantees on their behalf to a third party- committing to make an unconditional payment of certain amount of money to the third party, if the customer (on whose behalf it gives guarantee) becomes liable, or creates any loss or damage to the third party. It is a contingent liability for the bank. Bank is charged 3% commission for this guarantee. After the expiry of the guarantee period Bank is no longer liable to the third party. Bank guarantee is generally issued by the banker for payment of tender.

	Types of Bank Guarantee
	Characteristics

	1. Tender or 

Bid Bond
	* It is issued on behalf of contractor in favor of firms, giving a sort of guarantee for payment of money where tender has been approved but the contractor is not willing to proceed with it. 

* It is normally issued for a period of 3 to 6 months against higher cash margin.

	2. Performance

 Guarantee
	* If a contract is awarded to the contractor he would be required to furnish a guarantee whereby his execution of contract as per terms and conditions agreed is guaranteed. This is known as performance guarantee.
* It would require high cash margin in addition to collateral security with power of attorney to collect bills.

	3. Others 

Guarantee
	* Others guarantee which is issued by the bank include-Shipping guarantee, Investment bank guarantee, Customs and Excise guarantee, Guarantee on account of foreign correspondent, and Deferred payment guarantee.


8.056 Bill Purchased & Discounted
Sometimes banks are to purchase bills of exchange of businessmen to facilitate commercial transactions. Purchasing of inland bill of exchange arising out of commercial transaction is called inland bill purchased. Bank purchase two types of inland bill which are as follows:

1. Clean Bill: Clean bills are that bill which requires no document for payment like Cheques, Demand Draft, Pay Order, Telex Transfer, and Mail Transfer.

2. Documentary Bill: When the drawer of a bill encloses the documents of title to goods, such as, Bill of Lading, Railway Receipt, Steamer Receipt, to be delivered to the drawee of the bill on payment or against acceptance of bill, as the case may be, the bill is called Documentary bill. This is often created in business and the Bank purchases these before their maturity.
In case of “Discounting of Bill” the charges are more because the bank, besides charging for the service rendered, will also charge for interest from the date of discounting the bill till the date of maturity.
In all the cases of purchasing and discounting of bills, the bank is granting advance to the customers and, therefore, “Bills Purchased and Discounted” are shown as advances by a bank in its balance sheet.
8.057 Consumer Credit Scheme
The objective of this loan is to provide credit to the customer (Service Holder) for purchasing of essential Household durable like- computer, Television, Sound System, Sewing machine, Furniture etc. The borrower executed the following documents in the Bank's favor to secure the loan:
•  Demand Promissory Note (Single).
•  Letter of Arrangement.
•  Letter of Installment.
•  Letter of Disbursement.
•  Letter of Hypothecation.
• Personal guarantee signed by the 3rd party with particulars of guarantee form-C.
•  Assets and Liability position of the borrower.
•  Monthly income of the borrower.
By considering those documents Bank provides loan to borrower under the following terms and conditions:

Margin: 20% on the value of the household items to be purchased.
Repayment: Repayment procedure is 24/36/48 equal monthly installments.
Security: Hypothecation of the purchased assets.
Rate of interest: 16% (Revised from time to time).
Extent of limit: The loan amount sought can not exceed 80% of the purchased price.

8.06 Diversification of Credit
As per Bangladesh Bank rule on credit, IFIC Bank can extended 80% of its deposits. IFIC Bank extends credit in four sectors which are organized under a broad sector:

8.061 Agricultural Credit
About 85% people of rural area are engaged in agricultural activities. But most of them do not have enough money to cultivate their land. Under this category IFIC Bank provides credit in various agricultural activities such as crops, fisheries, and live stocks, jute & jute goods export etc.

8.062 Industrial Credit
Bangladesh is a developing country. We have to develop industry for the economic growth of the country. But most of the people of our country do not have sufficient capital to develop industry. Under this category IFIC Bank provides credit in various industrial activities such as small & cottage industry, big and medium industry.

8.063 Commercial Credit
IFIC Bank gives credit to purchase commercial goods. As a result the producers of goods can sale their outputs and the traders can do their business efficiently. Under this sector IFIC Bank provides credit for various activities such as trade, export, import, working
capital etc.
8.064 Other Credit
Many of our country want to organize some productive activities. But they do not achieve their goal for lack of capital to meet up their needs for capital, IFIC Bank helps to improve the socio-economic condition of the country. Under this sector Bank provides credit for various activities such as Housing, Consumption, Construction, Transportation, and Equipment (Medical) etc.

8.07 General Procedure For Loans And Advances
The following procedure is applicable for giving loans to the customer. These are:

8.0701 Application for loan
The borrower applies for the loan in the prescribed form of the bank describing the types and purpose of loan.

8.0702 Getting Credit Information
The bank collects credit information about the applicant to determine the credit worthiness of the borrower. Bank collects the information about the borrower from the following sources:
• Personal investigation.
• Confidential report from other bank Head Office/Branch/ Chamber of the Commerce.
• CIB Report from Central Bank.

8.0703 Information Collection
The loans and advance department gets a form filled by the party seeking a lot of information. The information's are listed below:
• Name and address of the borrower (present and permanent).
• Constitution or status of the business.
• Date of establishment and place of incorporation.
• Particulars of properties, Partners, and Directors.
• Background and business experience of the borrowers.
• Particulars of personal assets, Names of subsidiaries, Percentage of share holding and Nature of business.
• Details of liabilities in name of borrowers, in the name of any directors.
• Financial statement for the last three years.
• Nature and details of business/products.
• Details of requested credit facilities.
• Details of securities offered.
• Proposed debt equity ratio.
• Other relevant information.
8.0704 Analyzing these information
Bank then starts examination that whether the loan applied for, is complying with its lending policy. If comply, then it examines the documents submitted and the credit worthiness. Credit worthiness analysis, i.e. analysis financial conditions of the loan applicant is very important. If loan amount is more than 50 lac then bank goes for Lending Risk Analysis (LRA) and Spreadsheet Analysis (SA) which are recently introduced by Bangladesh Bank. According to Bangladesh Bank rule, LRA and SA are must for the loan exceed one crore.
If these two analyses reflect favorable condition and documents submitted for the loan appear to be satisfactory, then banks goes for further action.
Lending Risk Analysis-LRA:
LRA is a very important and vital analysis for deciding whether the loan proposal is potential or not. Many types of scientific, mathematical, statistical and managerial tools and devices are required to perform this analysis.

The IFIC Bank Motijheel Branch maintains a prescribed format containing 14 pages for Lending Risk Analysis, which includes a Spreadsheet to analyze a lot of things. It is not possible to discuss the entire LRA in this report, but the entire framework under which it works has given in the following manner:

Lending Risk Analysis—LRA
a) Industry Risk

i) Supply Risk- What is the risk of failure to disruption in the supply of input?
ii) Sales Risks-What is the risk of failure due to disruption of sales?
b) Company Risk
1. Company

Position Risk 
i) Performance Risk-What is the risk that the company position is so weak that it can not perform well enough to repay the loan, given expected external condition?
ii) Resilience Risk—what is the risk of failure due to lack of resilience to unexpected external conditions?

2. Management 
Risk 
i) Management Competence Risk—what is the risk of failure due to lack of management competence?
ii) Management Integrity Risk—what is the risk of failure due to lack of management integrity?

C. Security Risk
i) Security Control Risk—what is the risk that the bank fails to realize the security?
ii) Security Cover Risk—what is the risk that the realized security value is less than the exposure?
8.0705 Relevant Matter of Document Checked Before Sanctioning any Loan
• There must be an account of the person want to take loan. The account must have a transaction for not less than 3 months to 6 months; otherwise the loan will not be sanctioned.
• After checking the duration of account then the transaction made by the account holder must be checked. The debit credit position must be also checked, because it is related with future dealings of the borrower.
• The purpose for what the loan is taken by the borrower is another important matter to see and check. Whether the purpose is business or else must be checked with its marketability. Because there is risk of fraud and forgery by the borrower by seeing one purpose in cash of doing any illegal business.
• The banker should check through security whether it is enough or not.

8.0706 Proposal Analysis
The project proposal is analyzed and decision about the project is taken. The loans and advance department is responsible for the analysis. After preliminary appraisal of the loan project the final approval is obtained from the manager. If the loan amount crosses a certain amount (not found) manager sends the loan project to the principal office for final approval. The experts in principal office find out different projected ratios and develop an understanding about the potentiality of the project. Bank evaluates a loan proposal by considering few predetermined variables. These are:
• Safety.
• Liquidity.
• Profitability.
• Security.
• Purpose of the loans.
• Sources of repayment.
• Diversification of risks etc.
The most important measure of appraising a loan proposal is safety of the project. Safety is measured by the security offered by the borrower and repaying capacity of the borrower. The attitude of the borrower is also important consideration. Liquidity means the inflow of cash into the project in course of its operation. The profit is the blood of any commercial institution. Before approval of any loan project the bank authority has to sure that the proposed project will be profitable venture. Profitability is assessed from the projected profit and loss statement. The security is the only tangible remains with the banker. Securing of collateral is the only weapon to recover the loan amount. So bank has to see that the collateral, it is accepting is easy to sale and sufficient to recover the loan amount. Bank cannot sanction loan by only depending on collateral. The sources of the payment of the project should be a feasible one. During sanctioning any loan bank has to be attentive about diversification of risk. All money must not be disbursed amongst a small number of people. In addition any project must be established for the national interest growth.
8.0707 Collateral Evaluation
The IFIC Bank, Motijheel Branch is very cautious about valuation of the collateral. The bank officials and simultaneously evaluate the collateral the party offers by private firm. This two way valuation of the collateral increases the accuracy of its value estimated. Three types of value of the collateral are assumed:
• Current market price.
• Distress price.
• Price after five years.
The legal officers of the bank check the documents ascertain their impurity.

8.0708 Final Decision About the Project
If the loan decision remains with the branch level, branch sanctions the loan and if the approving authority is head office then the decision comes to the branch by telex or fax.
8.0709 Proper Supervision of the Project
If such provision is kept in the sanction contracts, the bank officials go to the project area and observe how the loan is utilized. If no such clause to supervise the loan is added, even then the bank can see the performance of the project.
8.0710 Documentation of the Loan
These are the most frequently used and common documents for creation of above mentioned charged and for other formalities for sanctioning the loan:
•Demand promissory note: Here the borrower promises to pay the loan as and when demanded by the bank to repay the loan.
•Letter of Arrangement: Here the written amount of the loan sanctioned to the borrower is specified.
•Letter of Continuity: It is used to take continuous facilities as providing continuous securities.
•Letter of Hypothecation: It is the written document of the goods hypothecated thus to put in case of need.
•Stock Report: This report is used for SOD and CC. in this report, information about the quality and quantity of goods hypothecated furnished.
•Memorandum of deposit of title deed of property duly signed by the owners of the property with resolution of board of directors of the company owning the landed property.
•Personal guarantee: It is the additional confirmation of the borrower to repay.
•Guarantee of all the directors of the company.
•Resolution of the board of directors: It is used to borrow the fund to execute documents and complete other documents.
•Letter of disclaimer: By this letter, the borrower withdraws his all claim on the property/goods liened/mortgaged.
•Form no. 18/19 for filling charges with the register of joint stock companies under relevant section.
•Letter of Acceptance: Letter indicating the acceptance of the sanction proposal by the borrower.
•Letter of Pledge: It is the written document of the goods pledge thus the legality of holding the goods.
•Letter of Disbursement: This is the document through which the payment of sanctioned loan indicates.
•Letter of Partnership: In case of partnership firm, the partnership deeds are to be provided.

•Letter of Installment. The amount of installment that is to be paid at certain intervals.
•Insurance Policy: It shows the up-to-date insurance profile of the customer.
•Tax Paying Certificate.
•Any document if described, as essential in the sanctioned advice sanctioned by the head office.
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8.0711 Execution of Documents
Execution of documents should be done with stamping a required under stamps act. There are three kinds of stamp which is used for execution of documents:
i) Judicial-They are of special mark used in the courts.
ii) Non Judicial-It is printed on special paper in different denominations and used for execution of agreements. Indemnity bond, sale deed, mortgage deed etc. are also called impressed stamp.

iii) Adhesive-Revenue stamps, Special adhesive stamps and affixed as required on documents like promissory note. It is receipt on standard printed form such as Letter of continuity, Letter of pledge, Letter of hypothecation, Letter of lien, Supplementary agreement, Letter of guarantee, Trust Receipt etc. such stamp are needed to be canceled in an effective manner so that the same can not be used again.

Documents to be executed (signed) by parties concerned competent to do so either in official capacity or in personal capacity as the case may be. In some cases such documents are required to be executed in presence of witness.
The following precautions are to be taken at the time of execution of documents. Documents to be filled in and are executed in the presence of the manager or an authorized officer of the bank. He must put his initial in pencil so that in future it can be ascertained in whose presence the documents were executed. He may have to depose in a court in future. The client should sign in accordance with the specimen signature recorded with the bank. If documents consist of more than one page, all the pages are to be signed by the expectant at the end of the form and also at the end of the schedule of securities. Mention of date and place of execution on a document is mandatory.
8.0712 Creation of Charges for Securing Loan
For the safety of loan, bank requires security from the leaner so that it can recover the loan by selling security if borrower fails to repay. Creation of a charge means making it available as a cover for an advance. The method of charging should be legal, perfect, and complete. Importance of charging security:
• Protection of interest.
• Ensuring the recovery of the money lended.
• Provision against unexpected change.
• Commitment of the borrower.
Securities are two types:
a) Primary Security—Security deposited by the borrower himself to cover the loan such as FDR, Cash, PSS, PSP easily cashable items.
b) Collateral Security—any types of security on which the creditor has a personal right of action on the debtor in respect of advance.

The common methods of charging security and their nature are described below:

	Mode of Security
	Nature of security & its characteristics

	Lien
	* Cash, cash collateral and documents of the title to the goods.
* It is the right of the banker to hold the debtor's properly until the debt is discharged-generally retained by the bank in its own custody or to the hands of third party with lien marked.
* The third party cannot discharge it without the permission of the bank.

* In case of need bank needs the permission from the court to sell the property.

	Assignment
	* Borrower transfers the right of property or debt to the bank.
* Life insurance policies, supply bills, book debt of the borrower can be assigned.

	Pledge
	* Moveable stock of raw materials, finished goods, merchandise.
* Pledge is also lien but here bank enjoys more right.
* Physical transfer of goods to the bank is must.
* Bank can sell the property without the intervention of any court, in case of default on loan.

	Hypothecation
	* Moveable stock of raw materials, finished goods, merchandise. 

* Goods remain in the hands of debtor, but documents of title to goods are handed over to the banker. This method is also called "equitable charge".
* Bank inspects the goods regularly to judge its quality and quantity for the maximum safety of its loan.

	Mortgage
	* Mortgage is the transfer of specific immoveable property-like land, building, plant etc.
* Most common type of mortgage is legal mortgage in which ownership is transferred to the bank by registration of the mortgage deed.
* Another method called equitable mortgage is also used in bank for creation of charge. Here mere deposit of title to goods is sufficient for creation of charge. Registration is not required. In both the cases, the mortgaged property is retained in the hand of borrower.

	Trust Receipt
	* Intangible asset (goodwill)
* It is used in foreign exchange business.


8.0713 Limitation Period
Broad guidelines regarding period of limitation are mentioned hereunder. However, for many clarifications and the safeguard for the interest of the bank, Branch manager must consult with the legal adviser of the bank regarding application of limitation period. Legal action for recovery must be taken within limitation period. The period of limitation within which a suit for recovery of an advance lies, is the ordinary period of three years from the date of which the advance is made. Law of limitation in case of equitable/legal mortgage of property is 12 (twelve) years. In case of bill of exchange and promissory notes payable on demand, the period of limitation, which is of 3 (three) years, begins to run from the date it bears. In this case the date column is left blank but the signature of the borrowers dated, the limitation period will begin to run from the date whichever is later. When such instruments are payable at sight, the date of presentation and in the case of bills and notes payable at a future date, the due date will be the date of the commencement of the period of limitation.
8.0714 Loan Classification
When the repayment schedule of a borrower is disrupted then the question of classification arises. Every bank has to send a quarterly CIB report to the Bangladesh Bank for amounts due up to Tk 50000 mentioning the name of the borrower and the purpose for which loan has been sanctioned and a monthly statement for the amount due more than TK 1 crore. Bangladesh Bank provides CF (Classified Form) to every bank for preparing this report. The procedure for loan classification is given by Bangladesh Bank under BRPD circular no. 16, dated 06/12/1998. According to Bangladesh Bank there are 4 types of loan. If any borrower fails to repay his amount or installment within the time period then it will fall under the following classification status:

	Classification
	Continuous loan C/C, O/D
	Demand Loan (LIM, PAD, FBD, IBP)
	Term Loan up to 5 years
	TR above 5 years.

	Unclassified
	Less than 3 months
	Less than 3 months
	Less than 6 months
	Less than 12 months

	Substandard
	More than 3 months but less than 6 months
	More than 3 months but less than 6 months
	6 months or more
	12 months or more

	Doubtful
	More than 6 months but less than 12 months
	More than 6 months but less than 12 months
	12 months or more
	18 months or more

	Bad Loan
	12 months or more
	12 months or more
	1 8 months or more
	24 months or more


Bank should preserve the following provisions for continuous, forced and term loan:
• For loan unclassified 
---------1%
• For loan classified 
---------20%
• For loan doubtful 
---------50%
• For loan bad debt 
---------100%

CHAPTER 9

RECOVERY OF LOANS AND ADVANCES
To lend money is an easy matter. To be sure of recovery of the loan is not that easy. No banker whatsoever careful and diligent he is in granting advances succeeds on getting all the money that has been advanced. With the outcome of social responsibilities of the commercial banks to make advances to the priority sectors the situation has been becoming more and more complex. The most serious problem that affects the entire banking industry today is the problem of recovery of bank advances.

In whatever from bank advances is granted, they are repayable on demand or at the expiry of some fixed period. Overdraft and Cash Credit are legally repayable on demand. Loans are repayable on the expiry of the periods for which they are granted. In case loan is repayable in installments and default occurs in the payment of any installment, entire loan usually becomes immediately recoverable at the option of the bank. Bills of Exchange discounted are payable on maturity. Banker has to keep a close watch on the borrower and to take adequate follow-up measures for ensuring that recovery of advance is smooth and timely. A sound practice to follow in handling advance, the systematic plan of repayment. From the bank's point of view, this is important for at least two reasons:

i) If the borrower has no or has indefinite plans for repayment of the advance, it may indicate that the loan is too risky or is too speculative for the bank to handle.
ii) If the borrower has a plan for the repayment of the loan, the banker is placed in a position to consider the source from which the funds will come for repayment and to analyze the risk involved more intelligently.
9.01 Reasons for non-recovery of loans/advances
a)
•Not careful about the weak points while preparing credit proposal.
• Negligence in carefully implementing terms of sanction letter, as a result, loans remain faulty.
• Borrowers take advantage of the situation.
• Failure of the controlling office in monitoring the recovery.
b) Selection of borrower's essential pre-requests of good loan not properly done.
• His 3 C’s 3 R’s or 5 C’s or 6 C’s not properly assessed, hence recovery becomes difficult.
c) Feasibility study not properly done, project not properly implemented leading to loan becoming undue.

d) All important required papers not obtained before disbursement, law officer not consulted legal actions become difficult.

e) Wrong valuation of pledged goods mortgaged properly over valuation. Branch managers in some cases not aware that goods actually pledged.

f) Loans/advances do not become overdue overnight -corrective measures are not taken when symptoms detected.

g) Lack of control and proper supervision, diversion, 

h) Inspection of go-downs/factories not done.
• Stereotype inspection.
• Borrowers take advantages.
• Goods are either damaged or destroyed or removed for want of timely action.

9.02 Procedure For Recovery
If a borrower fails to make repayment of the dues the bank has to consider what steps need to be taken to recover the debt. Banker will eventually have to take the following steps to recover the stuck up advances.
a) Existing loans (all categories):
• Diarizing due dates of repayment.
• Regular follow-up.
• Periodical inspection.
• Surprise visits.
b) Overdue loans/advances:
• Preparation of quarterly lists: Branch copy, controlling office copy and head office copy.
• Attempts made for adjustment of loans before application of quarterly interest.
• Must be adjusted before being classified.
c) Classified loans/advances (Substandard, doubtful and bad.):
•   Targets for recovery.
•   Steps for declassification.
d) Interest exemption:
• Quick decision.
• Communication of decision quickly.

9.03 Remedial Measures of Loan Recovery
• Ascertain reasons for non-payment.
• Persuasion.
• Negotiation.
• Litigation.
• Training and motivating of staff.
• Classification of Borrowers to A, B, C & D.
• Manager handles "D" type customer.

9.04 Strategies For Recovering of Loan
Following are some strategies that yielded appreciable results:
• Tailor-made strategies for different problems must be prescribed.
• Timely wisdom alone works as timely strategy.
• Recovery   often   proves   effective   when   follow-up   done   with   co-obligates.
• Old loans cleared to secure new loans to be taken advantage.
• Clean loans not recovered are regularized by taking some sort of   security to have some hold on borrowers.
•  Friendship and exchange of courtesies with dites of the place like DC, SP, elected representatives credit moral impact on borrowers.
9.05 Warning Singnal
• Material change.
• Management composition.
• Economic trends- local and international.
• Client performance versus budget.
• Bank versus client relationship.
• Evidence of weakness in borrowers.
9.06 Prevention
• Understand client's business.
• Analyze Client's financials.
• Frequent visits to clients.
• Perfected legal documentation.
• Security covers for Bank's risk.
• Investigate market rumors.
• Use credit bureau checking.

9.07 Corrective Measure:
• Legal review of documents & situation.
• Workout strategy & action.
• Loss evaluation versus security cover.
• Stay or leave decision & reclassification.
• Continuous visits to the client (Defaulter).
• Negotiation versus court action.
• Legal expenses multiplying.
• Obtain support- senior management, legal counsel and specialist;  legal, business, and government.

9.08 Different Types of Legal Actions:

When the banks fail to recover the loans through pursuance, they file suit against the defaulting borrowers in competent courts of law through banks approved lawyers to ensure recovery through legal course of action:

• Filling certificate cases under public demand recovery act. 1913.
• Recovery of loans through sale of mortgaged property or taking over management of the defaulting concern.
• Filing criminal cases for breach of trust under 406/420 BPC.
• Filing money suit cases under Artha Rin Adalat Act 1990.
• Filing Bankruptcy cases under Bankruptcy Act 1997.
Prior to setting of Artha Rin Adalat in 1990, Bank's had to file cases in sub-judge courts, commercial courts, assistant judge courts and certificate cases to the authorized certificate officers in districts & thanas through out the country under Public Demand Recovery Act, 1913 and thousands of cases have been pending for years together in various courts. This legal framework was found quick inadequate to cope up with the challenges of rapidly changing financial environment.

CHAPTER 10

PERFORMANCE ANLYSIS OF IFIC BANK
10.01 POSITION OF THE IFIC BANK AT A GLANCE FOR THE LAST 6 YEARS.
(in Million Taka)

	Particulars
	1999
	2000
	2001
	2002
	2003
	2004*

	01 Authorized Capital
	500.00
	500.00
	500.00
	500.00
	500.00
	500.00

	02 Paid-up Capital
	279.35
	406.39
	406.39
	406.39
	406.39
	406.39

	03 Reserves and Surplus
	683.73
	559.60
	622.53
	672.79
	737.19
	809.10

	04 Share Holders equity  
	963.08
	965.99
	1028.92
	1079.18
	1143.58
	1215.49

	05 Deposit
	16732.09
	16577.52
	17616.69
	19131.85
	19798.97
	20774.47

	06 Counter Finance from Central Bank
	784.22
	643.20
	214.59
	269.19
	132.43
	95.87

	07 Credit
	17179.02
	17312.79
	18189.70
	20596.58
	20450.90
	21280.88

	08 Guarantee Business Outstanding
	1521.20
	1656.10
	1323.93
	2098.54
	2206.43
	1266.14

	09 Import Business Handled
	15886.19
	17939.10
	17410.30
	19407.20
	25412.20
	24785.20

	10 Export Business Handled 
	16545.95
	19711.60
	19432.00
	21718.90
	24190.20
	29534.90

	11 Foreign Remittance  Handled 
	3243.91
	3077.20
	2899.00
	3192.90
	3367.10
	4302.00

	12 Total Income
	1777.93
	1874.02
	2173.96
	2136.63
	2543.83
	2687.06

	13 Total Expenditure
	1546.86
	1631.86
	1925.96
	1986.92
	1921.76
	1986.81

	14 Net Profit Before Tax
	231.06
	242.16
	248.00
	149.71
	117.08
	130.75

	15 Net Profit After Tax
	150.19
	157.40
	161.20
	79.30
	64.39
	71.91

	16 Dividend and Bonus Share
	73.89
	81.27
	101.60
	30.48
	-
	44.70

	17 Total Assets
	25671.53
	26417.12
	27258.65
	28885.90
	27101.30
	28575.83

	18 Fixed Assets
	282.06
	316.04
	315.87
	352.96
	395.48
	178.81

	19 Number of Shareholders
	5356.9
	5522
	5862
	6236
	6162
	6210

	20 Number of Branches (domestic)
	52
	52
	54
	56
	62
	62

	21 Number of Branches (overseas)
	02
	02
	02
	02
	-
	-

	22 Number of A affiliates
	03
	03
	03
	03
	04
	04

	23 Branches of Affiliates
	17
	17
	23
	23
	25
	36

	24 Number of Employees
	1659
	1700
	1737
	1755
	1868
	1895


· Provisional Figures

(The Above information is furnished up to 2004 because after that time, there have no annual general meeting of the IFIC Bank held.)
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10.02   ANALYSIS   OF   THE   CREDIT   DEPARTMENT   OF   THE   IFIC   BANK LTD. MOTIJHEEL BRANCH.

(Information Up to June-2004)
	Types of Loan
	No. of Accounts
	Outstanding Amounts (In Taka)

	1. Term Loan (Industry)
	44
	740733732.14

	2. Term Loan (Others)
	27
	4029806677.30

	3. House Building Loan
	4
	3375594.00

	4. Staff House Building Loan
	175
	211717929.00

	5. Staff Loan Against Provident Fund
	196
	34279041.00

	6. Transport Loan
	13
	21871741.00

	7. Loan General
	88
	8619344.40

	8. Secured Overdraft
	203
	544644774.34

	9. Cash Credit (Hypo)
	125
	8519556441.73

	10. Cash Credit (Pledge)
	17
	98639041.24

	11. Consumer Credit Scheme
	105
	5332545.00

	12. Trust Receipt
	10
	3262356.78
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10.03 CLASSIFIED LOANS AND ADVANCES OF THE IFIC BANK. MOTIJHEEL BRANCH:
(Figure In Thousands Taka)

	Classified Status
	No. of Accounts
	Amounts Outstanding
	Interests Suspense

	1. Unclassified
	1068
	4687546
	55087

	2. Substandard
	37
	1400930
	15071

	3. Doubtful
	21
	317574
	24121

	4. Bad & Loss
	279
	1496773
	460950

	5. Total Classified
	337
	3215277
	504142

	6. Total As Per CL
	1405
	8082823
	559229

	7. Staff Loan Against PF
	204
	33381
	000

	8. Staff House Building Loan
	174
	210517
	000

	9. Consumer Credit Scheme
	50
	1340
	000
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(The Above Information Is Furnished Up to June-2004)
10.04 CLEARING HOUSE REPORT FOR 1 WEEK:

	Days
	No. of Cheque Withdrawal
	Amounts (In Crore)
	No. of Returned Cheque
	Amounts (In Crore)

	Saturday
	532
	10.00
	32
	0.70

	Sunday
	542
	12.00
	35
	0.80

	Monday
	620
	15.00
	50
	1.00

	Tuesday
	490
	09.00
	30
	0.50

	Wednesday
	610
	14.00
	40
	0.90

	Thursday
	500
	10.00
	28
	0.40


10.05 Swot Analysis
Assessment of Comparative Strengths, Weakness. Opportunity & Threat of IFIC Bank

Strengths
1. IFIC Bank Limited has nation wide image of providing quality service.  It provides
excellent and prompt services with higher degree of secrecy to corporate and mass level of customers.
2. It has an excellent management team and disciplined workforce.
3. NCC abides by a set of core values that reflects high commitment to customer:
•    Responsive to customers needs.
•    Flexible in approach
•    Professional in manner
•    Strive for service excellence.
4. A group of qualified, experienced, dedicated and well-trained personnel employing the
best effort to accomplish the organizational objective.

5. String network through out the country and correspondent relationship with almost all international and local banks operating in Bangladesh created a good accessibility and relationship with people.
Weakness
1.   Most to the employees are not properly trained.
2.   The appropriate employees are not in the appropriate position.
Opportunity
1. Attractive salary package for the employees so they are well motivated.
2. Bonus is given four times in a year this is another reason of the employee satisfaction.
3. Promotion system of IFIC Bank is perfectly structure for the employee inspiration. Generally promotion has been every three years after.
4. Incentives are given to the employee from profit.
5.Rewards are offered to the employees who are able to arrange handsome amount of deposit.
Threat
1. Some foreign banks and private banks are coming threat to IFIC Bank. At present in retail
banking Standard Chartered-Gfittdteys- Bank and in business banking American Express Bank, Hong Kong Shanghai Banking Corporation, CITY Bank N.A. are arch rival of IFIC Bank. Also some private banks like Dutch-Bangla, Eastern Bank, Dhaka Bank. Prime Bank. Bank Asia etc. are becoming the new competitions for the bank and will be creating a competitive pressure on IFIC Bank.

2. Now a days different foreign and private bank are also offering similar type of retail lending products like IFIC Bank. So, if all competitions fight with the same weapons, the natural result is declining profit.

3. Bangladesh bank provides some rules and regulations for all banking institutions. Whether the rules and regulations suit the organization or not, it must obey these that sometimes impose barriers on daily normal operation.

CHAPTER 11
CONCLUSION AND RECOMMENDATIONS
11.01 Conclusion
During the three months internship program at Motijheel Branch, almost all the desks have been observed more or less. This internship program, in first, has been arranged for gaining knowledge of practical banking and to compare this practical knowledge with theoretical knowledge. Comparing practical knowledge with theoretical involves identification of weakness in the branch activities and making recommendations for solving the weakness identified. Though all departments and sections are covered in the internship program, it is not possible to go to the depth of each activities of branch because of time limitation. So, the objectives of this internship program have not been fulfilled with complete satisfaction. However, highest effort has been given to achieve the objectives the internship program.
During the internship, it is found that the branch provides all the conventional banking services as well as some specialized financing activities to the economy. Foreign exchange services department the largest department of the branch in terms of manpower and profit earned. In this year, it earns more than 60% of branch's total profit. This department provides all the services related to international and disburse credit if the proposal is sound. As specialized financing, it provides term finance to medium and small-scale industries. The branch also provides house-building loan. Thus by providing this various services, IFIC Bank, Motijheel Branch, is playing an important role in the banking system and in the payment system of Bangladesh.
11.02 Observation
Though I am not in any position to provide any assistance for the betterment of this branch, but I am expressing my task from three months observation. Some of my observations are not mentioned here rather it has given as recommendation directly.
a) General Observation-
• The decoration of the branch is not competitive.
• The manager of this branch is a very dynamic person holding a personality and well capable of handling a branch like this in the most efficiently and effective manner.

• Cordial relation among the employees exists.
• Most of the employees are experienced banker.
• The employees are highly committed to their job.

• The employees especially in the Credit & Export-Import departments are smoking in the office. This will hamper the status & Goodwill of the staffs of the bank.
b) Banking Observation-
• IFIC Bank does not allow any high rated fixed deposit from the borrower.
•IFIC Bank has sufficient deposit to provide long term advances in the industrial sector.
•IFIC Bank does not have any so called IT section. So, the maintenance of the computer is very unsound and the bank does not have any permanent personnel for that purpose. Hence, it is bearing a large monthly expanse in this regard.

11.03 Recommendations
Although this branch is making huge amount of profit and generating large volume of deposit, a number of problems have been detected while working this branch. These problems along with the recommendations for solving them are stated here:
a) Branch should increase its quality of customer services.

b) Speed up processing of loan application.
c) L/C should be opened promptly.
d) Bank should be innovative and diversified in its services.
e) Bank should immediately enter into the credit card market.
f) Bank should introduce modern technology.
g) Information system should be developed.
h) Development of Human Resources.
i) Chain of doing job in the branch should be made clear.
j) Marketing for selling the services should be encouraged.
k) Detail Manual should be prepared for accurate credit operation.
l) Some discretionary power should be given to the branch management.
m) Reduce classified loan on an emergency basis.
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