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Financial institutions have every wide range of activities in the economy of a country. Bank are the most important one in the financial sector as they play a very crucial role for the economy. Banking business mainly maintains flow of funds from depositors to investors. In doing so, banks need to collect deposit from the depositors and then distribute those as loan to the investors. Besides, banks provide assistance in international trade, money transfer, collection and payment of utility and other bills, etc. 

This report is the every effective outcome of three months internship program. It tells the picture of Foreign Exchange Practices followed by The Mutual Trust Bank Limited (MTBL). This report is the conglomeration of a comprehensive and practical exposure to the field of Foreign Exchange Practices followed by Mutual Trust Bank Limited. 

Internship program is the most significant part for completion of BBA program. After completing the academic courses I was placed in MTBL in order to complete my internship program. MTBL is a private Commercial Bank in Bangladesh, which plays a vital role in financial sector. 

During Internship Period, I was assigned responsibility in the various departments of MTBL and finally involved Foreign Exchange department and observed the functions of Foreign Exchange Department of Mutual Trust Bank Limited. I studied the criteria for Foreign Exchange. My internship report encompasses on four chapters. 

Chapter One covers the introductory part of the study. In this part I basically tried to explain objective, scope, limitation and methodology of the study.

Chapter Two covers the profile of the company. In this part I tried to discuss the Background of Mutual Trust Bank Limited. 

Chapter Three covers the report Part. Here I analyze the Foreign Exchange activity of Mutual Trust Bank Limited.

Chapter Four covers different types of loans and advances. It also specifies classification, provision and recovery of loans.

Chapter Five covers different types of tasks done by Accounts department. 

Chapter Six covers financial analysis of the bank for the last five years period.

Chapter Seven covers recommendation and conclusion.

Abbreviation

A/C
:
Account 

B/E
:
Bill of Exchange 

B/L
:
Bill of Lading 

BTB
:
Back to Back 

CIB
:
Credit Information Bureau 

CAMEL
:
Capital Adequacy, Asset Quality, Management Quality, Earning & Liability.

CCI & E
:
Chief Controller of Import & Export 

CAD
:
Cash Against Document 

CFR
:
Cost & Fright 

CIF
:
Cost Insurance & Freight 

CRF
:
Clean Report of Finding 

DA
:
Documents Against Acceptance 

DP
:
Document Against Payment 

EXP
:
Export Form 

ERC
:
Export Registration Certificate 

EPB
:
Export Promotion Bureau 

EPS
:
Earning Per Share 

FDBP
:
Foreign Document Bill Purchase 

FDBC
:
Foreign Document Bill Collection 

FDD
:
Foreign Demand Draft 

FC A/C
:
Foreign Currency Account 

FOB
:
Free On Board 

FER
:
Foreign Exchange Regulation 

FTT
:
Foreign Telegraphic Transfer 

HO
:
Head Office 

HP
:
Hire Purchase 

H. S Code
:
Harmonized System Code 

ID
:
International Division 

IBCA
:
Inter Branch Credit Advice 

IBDA
:
Inter Branch Debit Advice 

IDBP
:
Inland Documentary Bill Purchase 

ITC
:
International Trade Control 

IRC
:
Import Registration Certificate 

L/C
:
Letter of Credit 

LCAF
:
London Inter Bank Offered Rate 

LIM
:
Loan Against Imported Merchandise 

LTR
:
Loan Against Trust Receipt 

MTBL
:
Mutual Trust Bank Limited.

OD
:
On Demand 

PC
:
Packing Credit 

PRC
:
Proceed Realization Certificate 

PAD
:
Payment Against Documents 

PI
:
Pro-form Invoice 

RMG
:
Readymade Garments 

ROA
:
Return on Asset 

SWIFT
:
Society for Worldwide Inter Bank Financial Telecommunication 

TC
:
Travelers Cheque 

TIN
:
Tax Identification Number 

TM Form
:
Travel and Miscellaneous Form 

TT
:
Telegraphic Transfer 

TR
:
Trust Receipt 

UCPDC
:
Uniform Customs and Practice for Documentary Credit 

Topic: Foreign exchange operation & loans and advanced of Mutual Trust Bank Ltd.

TABLE OF CONTENTS

Topic

Page no.
Chapter: 1 Introduction......................................................................
09
1.1. Origin of the report.........................................................................
10
1.2. Review the literature.......................................................................
10
1.3. Objectives of the Study..................................................................
12
1.4. Methodology......................................................................... ........
13
1.5. Scope of the study..........................................................................
14
1.6. Limitation of the Study..................................................................
14
Chapter: 2 Company Background ....................................................
16
2.1. Origin of Banking Industry.............................................................
17
2.2. Present Status of Banking Industry.................................................
18
2.3. Company Profile............................................................................
18
2.4. The Structure of MTBL................................................................
20
2.5. Management Hierarchy................................................................
22
2.6. Departments & Branches.............................................................
24
2.7. Services & Products.....................................................................
26
2.8. Performance at a glance................................................................
31
2.9. An overview of Dilkusha Branch..................................................
33
Chapter: 3 Analysis of Foreign Exchange department.....................
34
3.1. Introduction.......................................................................................
35
3.2. Foreign Trade....................................................................................
35
3.3. Foreign Exchange Division................................................................
37
3.4. Letter of credit (L/C).......................................................................... 
39
3.5. Types of Letter of credit.......................................................................
42
3.6. Functions of foreign exchange department...........................................
40
3.7. Import section........................................................................................
40
3.8. Import procedure...................................................................................
48
3.9. Export section........................................................................................
60
3.10. Export procedure..................................................................................
62
3.11. Mode of payment of Export Bill under L/C.........................................
73
3.12. Export financing....................................................................................
75
3.13. Export document checking....................................................................
81
3.14. Foreign Remittance Section..................................................................
86
Chapter: 4 LOAN CLASSIFICATION AND PROVISIONING...........
93
4.1 Loans and Advanced Department ..........................................................
94

4.2 Advances ...............................................................................................
96

Chapter: 5 ACCONTS DEPARTMENT ................................................
107

5. Accounts Department ...........................................................................
108

Chapter: 6 FINANCIAL ANALYSIS ....................................................
110

6. Financial Analysis .................................................................................
111

Chapter: 7 RECOMMENDATION AND CONCLUSION .................
114

7. Recommendation and Conclusion ..........................................................
115

7.1 Recommendation .................................................................................
115

7.2 Conclusion ..........................................................................................
116

Bibliography .............................................................................................
117

Chapter – 1

Introduction

1.1. Origin of the report: 
For any business school student only curriculum activity is not enough for handling the real business situation, therefore it is an opportunity for the students to know about the field of business through the internship program. As internship program is a perfect blend of the theoretical and practical knowledge. This report is originated to fulfill the requirement of the assign project internship report on Foreign Exchange Operation of Mutual Trust Bank Ltd. In this regard an organization attachment at Dholaikhal Branch of Mutual Trust Bank has been given to me a period of three months commencing from 1st October, 2009 to 31st December, 2009. During this period I learned how the host organization works with, the help of the internal supervisor.
The internal supervisor assigned me on of the projects and shuffled me around to educate me about the operation of a bank.
1.2. Review the Literature
Money, as earlier stated, is a common denominator in which the relative values of goods and services can be expressed. When a person makes a payment to another person living in the same country, he uses any of the different forms of money currency in the country. A person living in Dhaka can make a payment to another in Chittagong in taka or by Cheque on any bank of the country. Such payments do not present any problems except those of transferring money from one place to another. But things are different when the debtor and creditor live in different countries. When a trader from Dhaka imports goods from a London merchant, the payment involves certain complications. The Dhaka man can pay in taka, but taka is of no use to London exporter, as this is not the legal tender in England. There must be some means of changing taka into sterling before payment satisfactory to both parties is possible. Obviously, the intervention of a third parry is required to effect settlement as payment between export and import. So there is a need for exchange mechanism. The banks which act as third party facilitate the transactions among the different parties involved in foreign trade. Acting as partners to exporters/ importers, and working through their branches in commercial centers around the world, or through their banking correspondents, banks provide services that can sort out problems and expedite the flow of trade documents and payments.
Foreign exchange refers to the process or mechanism by which the currency of one country is converted into the currency of another country and thereby involves the international transfer of money. It is the means and method by which rights to wealth in a country's currency are converted into rights to wealth in another country's currency. In banks when we talk of foreign exchange, we refer to the general mechanism by which a bank converts currency of one country into that of another. Foreign trade gives rise to foreign exchange. Foreign trade is transacted either in the currency of the exporter's country or that of the importer's country, or that of a third country acceptable to both the exporter and the importer.
"Foreign exchange is the system or process of converting one national currency into another and of transferring the ownership of money from one country to another."
Dr. Paul Einzig
In the words of Mr. H. E. Evitt,
“Foreign exchange is that section of economic science which deals with the means and methods by which rights to wealth in one country's currency are converted into rights to wealth in terms of another country's currency. It involves the investigation of the method by which the currency of one country is exchanged for that of another, the causes which render such exchange necessary, the forms which in exchange may take and the ratios or equivalent values at which such exchanges are effected."

The term "currency” as earlier stated includes not only sack Bates and coins as are legal tenders, but also bank balances and deposits m foreign currency and all instruments-credit instruments which are capable of being used as currency, such as bills of exchange, promissory notes, letter of credit, travelers Cheque, Cheque, drafts, airmail transfers, telegraphic transfers (TT) and all other instruments which convey to holder a right to wealth
Thus foreign exchange means foreign currency arid includes-

I.
All deposits., credits and balances payable in any foreign currency and any drafts, travelers Cheque, letters of credit and bills of exchange, expressed or drawn in local currency but payable in any foreign currency; and

II.
Any instrument payable, at the option of the drawer or holder thereof or any other party thereto, either in local currency or in foreign currency or party in one and party in the other.
Foreign exchange is concerned with the settlement of international indebtedness, the methods of effecting the settlements and the instruments used in this connection, and the variation in the rates of exchange at which settlement of international indebtedness is made.
1.3. Objectives
Primary objective
Primary objective is to team the real world experience because I have gathered theoretical knowledge for MBA course and try to match real world experience with the theoretical knowledge.
Secondary objective
· To study Foreign Exchange Trend of MTBL
· To analyze the spread between the cost of fond and return on Foreign Exchange and investment to assess the profitability.
To assess the impact of interest and commission come from foreign trade.
· To suggest some policy to cover come the problems of issuing foreign trade.
· To evaluate customer’s views about the services offered by the baric.
· Analyzing different products of this bank.
1.4. Methodology of the Study

The methodology of the report is given below-
(
For the procedure of different banking operations, I had observed the operations and waked with the officers at the same time. I had interviewed the MTBL officials for getting more information.
(
For the analysis part, data have been collected from different statements and the annual report of the bank.
Sources of Information
The data collection method of study consists of both of primary and secondary sources. But majority of the information was collected from secondary sources.
Primary Sources:
· Practical desk work
· Face to face conversation with the officer
· Direct observations
· Face to face conversation with the client
Secondary sources
· Annual report of MTBL published by 2006, 2007, 2008 
· Files & Folders 
· Memos & Circulars 
· Product or service brochure 
· Visit web site of MTBL

· Many circular published by MTBL 
· Many circular published by Bangladesh Bank 
· Several Booklets of Mutual Trust Bank Limited.
· A Text Book on Foreign Exchange, L.R. Chowdhury with a Forward by LA. Sarker.
1.5. Scope of the Study
Mutual Trust Bank Limited is one of the new generation banks in Bangladesh. The scope of the study is limited to the Dilkusha Branch only. The report covers the organizational structure; background, functions and the performance of the bank have mainly worked in me foreign exchange so my report covers all the activities of foreign exchange department in the Dilkusha branch. While preparing this report I haven't any limitations the employees of foreign exchange department has helped me a lot and I have use both primary and secondary data which was available to me.
1.6. Limitation of the Study
Three months is not enough to know about commercial banking operation through I have been received maximum assistance from the every individual of the MTBL Dilkusha Branch. Definitely, I could not produce an outstanding report for the time limitations. Due to the time limit, the scope and dimension of the study has been curtailed.
The Term paper is likely to have following limitations:
· Since the ideal size of data could not be taken, suggested Operating process may not be useful without appropriate modifications.
· Doe to shortage of time, the accuracy of information may not have been completely perfect.
· The Operating Process is a theoretical suggestion. Only a practical application of this may justify its effectiveness that could not be done due to time limitation.

· Lack of comprehension of the respondents was the major problem that created-- many confusions regarding verification of conceptual question.
· Confidentiality of data was another important barrier that was faced during the conduct of this study. Every organization has their own secrecy that is not revealed to others. While collecting data on MTBL, personnel did not disclose enough information for the sake of confidentiality of the organization.
· Rush hours and business was another reason that acts as an obstacle white gathering data.
· Observing and analyzing the broad performances of a Bank and one of its Branches, moreover when it is an AD branch, are not an easy job by this short duration of time (only three months).
However, omitting this, the report will help us understand the Foreign Exchange departments of the bank.
Chapter – 2

Company Background
2.1. Origin of Banking Industry
The history of banking is as old as the history of many. Generally, to the necessity for keeping the money safe, the business of banking comes in to existence. The evolution if money solved the problem of 'Barter System', Earlier there are two groups of people. One group felt the need of honest and faithful person to keep their surplus money safe and the other group owing to transaction felt the need of some person who could provide money. As a result based on two groups a kind of businessman came in to picture. They used to keep the money as deposit for security and give loans to the needy people. This is how the banking sector has developed.
The English word ‘Bank’ is derived from the Italian word ‘Banco’. The Latin word ‘Bancus’ and the French word 'Banque' which means a bench. They are of the opinion that the medieval.
European banker (i.e. moneychanger and moneylenders) transacted their banking activities on the benches in the market place. This money changing and money lending business is known as banking business.
Banking industry is very important financial institution in the country and the present economic state of Bangladesh demands immediate development of the financial institution. Bangladesh was born as an independent and sovereign country in the year 1971. That time banking industry faced a tremendous crisis as the Head office of the most of the banks was located in West Pakistan After mat, 'Bangladesh Bank' was established according to the order of Bangladesh Bank and this order effective from 16th December 1971. Bangladesh Bank was given the duty to act as the Central Bank of Bangladesh.
After that in 1972 nationalization order was declared and all commercial banks were nationalized accepts foreign banks. Thus four nationalized banks were formed. They are Soaab Bank, Agrani Bank, Janata Bank, and Rupali Bank.
2.2 Present Status of Banking Industry
Business plays vital role in driving and manipulating the total financial management and economy of any country. There are 52 different types of Banks operating in Bangladesh including newly established privatized commercial Banks, up to December 2007. Amongst these, there are 4 Nationalized commercial banks, 32 Private Banks, 10 Foreign Banks, 4 Government Specialized Banks, 1 Co-Operative Barits and 1 Grameen Bank.
In me recent years, Islamic Banking has been introduced which is a notable point in the existing banking system. Out of the established private banks four of them are Islamic Banks.
Besides the banking sector, there are some non-banking financial institutes, which contribute in financing the economy of the country. These institutions finance in different sector like housing, industries etc. which contributes towards the development of the country.
2.3 Company Profile
The Company was incorporated on September 29, 1999 under the Companies Act 1994 as a public company limited by shares for carrying out all kinds of banking activities with Authorized Capital of Tk. 38,00,000,000 divided into 38,000,000 ordinary shares of Tk. 100 each.
The Company was also issued Certificate for Commencement of Business on the same day and was granted license on October 05, 1999 by Bangladesh Bank under the Banking Companies Act 1991 and started its banking operation on October 24, 1999. As envisaged in the Memorandum of Association and as licensed by Bangladesh Bank under the provisions of the Banking Companies Act 1991, the Company started its banking operation and entitled to carry out the following types of banking business:

(i)
AD types of commercial banking activities including Money Market operations.
(ii)
Investment in Merchant Banking activities.
(iii)
Investment in Company activities.
(iv)
Financiers, Promoters, Capitalists etc.
(v)
Financial Intermediary Services.
(vii)
Any related Financial Services.
The Company (Bank) operates through its Head Office at Dhaka and 30 branches. The Company/ Bank carries out international business through a Global Network of Foreign Correspondent Banks.
2.3.1. Objective of the Bank
The objective of the Mutual Trust Bank Limited is specific and targeted to its vision and to position itself in the mindset of the people as 'a bank with difference'. The objectives of the Mutual Trust Bank Limited are as follows;
1.
To mobilize the savings and channeling it out as loan or advance as the company approve.
2.
To establish, maintain, carry on, transact and undertake all kinds of investment and financial business including underwriting, managing and distributing the issue of stocks, debentures, and other securities.
3.
To finance the international trade both in import and export.
4.
To carry on the foreign exchange business, including buying and selling of foreign currency, traveler's Cheque issuing, international credit card issuance etc.
5.
To develop the standard of living of the limited income group by providing Consumer Credit.
6.
To finance the industry, trade and commerce in both the conventional way and by offering customer friendly credit service.
7.
To encourage the new entrepreneurs for investment and thus to develop the country's industry sector and contribute to the economic development.
2.3.2 Mission and Vision: 

[image: image3.png]Our Vision: 

To be the bank of 1st choice by creating exceptional value for our clients, investors and employees. 

2.4 Structure: 

Our Mission: 
[image: image4.jpg]


We aspire to be the most admired financial institution in the country, recognized as a dynamic innovative and client focused company that offers an array of products and services in the search for excellence and to create an impressive economic value. 

The organization structure and corporate of Mutual Trust Bank Limited (MTBL) strongly reflect its determination to establish, uphold and gain a stronger footing as an organization which is customer-oriented and transparent in its management.
Board of Directors
In Mutual Trust Bank Limited, the board of directors has been conceived as the sources of all power headed by its chairman. It is legislative body of the bank board can delegate its power and authority to professionals, but can not delegate, relinquish or avoid their responsibilities. The board of directors of the bank consists of 13 members who are reputed business personalities and leading industrialists of the country.
[image: image5.jpg]



Figure: Hierarchy of Board of Directors
Board Committees
The Board of Directors who also decides on the composition of each committee determines the responsibilities of each committee.

Executive Committees: 

AB routine matter beyond delegated powers of management are decided upon by or routed through the Executive Committee, subject to ratification by the Board of Directors.
Polio Committee
All mater relating to the principles, policies, rules, and regulation, ethics etc. for operation and management of the bank are recommended by the Committee to the Board of Directors.
Management
The management of the bank is vastly on a Board of Directors, for overall supervision and directions on policy matters by the board. The power of general supervision and control of me affairs of the bank is exercise by the president and managing director of the bank who is the chief executive officer. Above all, the bank will be manned and managed by a galaxy of talented professionals proficient in the individual fields and dedicated to the cause of the bank.
2.5. Management Hierarchy
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2.6.1 Departments:
It would be very difficult to control the system effectively, if the jobs are not organized considering their interrelationship and are not allocated in a particular department. If the departments are not fitted for the particular works mere would be random situation and the performance of a particular department would not be measured. Mutual Trust Bank Limited has done this work very well. There are-
· MDs Secretariat
· Board Division
· Internal Control & Compliance Division

(
ICC Audit Department

(
ICC Compliance Unit »   ICC Monitoring Unit
· Human resource Division

(
Research & Dev. Department

(
MIS Department 
· General Services Division

(
Security & Printing Stationery 
· Financial Administration Division

(
Reconciliation Department

(
FAD Section-1

(
FAD Section-2 
· Credit Division 

(
CIS Department 

(
Syndication Department

(
Credit Processing & Approval 
· International Division


(
Correspondent Banking Dept 

(
Remittance Department 

(
SWIFT Department
· Merchant Banking Division
· Card Division
· SME & Consumer Banking Division 

(
SME Banking Department 

(
Consumer banking Department
· Treasury Department

(
Asset Liability Mgt. Department

(
Treasury Dept. (Front Office) 

(
Treasury Dept (Bade office)
· Banking Operations Department 

(
Anti Money Laundering 

(
Test Key Department
· Corporate Banking Department
· Credit Administration Department
· Credit Monitoring Cell
· Credit Recovery Cell
· ID Department
· Business Development Marketing
· Public Relations Department
· Share Department
· Engineering Department
· Training Institute
2.6.2. Branches:
Trust Bank Limited is a fast growing commercial bank in our country. It has a established a good operating network throughout the country.   It has 30 Branches throughout the country till now.
Dhaka Division

(
20 Branches 

Chittagong Division

(
8 Branches 

Sylhet Division

(
2 Branches 

Raishahi Division

(
4 Branches 

Banshal Division 

(
2 Branches
2.6.3. Corporate Information
Mutual Trust Bank Ltd. 
Established in 1999
Head office
68, Dflkusha C/A, Dhaka
Phone: 717 0138, 717 0139, 717 0140
Fax: 880-2-9569762,
SWIFT- MTBLBDDH
Telex: 632173 MTB HO BJ
E-mail: mtbl@bangta.net
2.7.1. Services
Consumer Banking:

We are to satisfy all clients, regardless of how big or small they may be. Individuals are counseled on the best type of accounts suitable to them such as Current, Savings, Short Term Deposits, Fixed Deposits, Consumer Asset and Liability Products, etc

Apart from die conventional banking operations MTB strives to introduce an array of products and services and already launched a number of consumer banking products with of popularizing consumer banking operations and offer higher return to its clients. 

Our Consumer Banking Products are-
1.
Brick by Brick Savings Scheme
2.
Monthly Benefit Plan
3.
Double Saver
4.
Triple Saver
5.
MTB Education Plan
6.
MTB Millionaire Plan
7.
MTB Unique Savings Plan
8.
Best Invest Plan
9.
MTB Festival Savings Plan

Foreign Trade
MTB provides a wide range of banking services to all types of commercial concerns such as Import & Export Finance and Services, Investment Advice, Foreign Remittance and other specialized services as required. Although we are a private commercial Bank, we have a strong global network that helps us to undertake international trade smoothly and efficiently.
1.
 Import Business
Trust Bank supports its customers by providing facilities throughout the import process to ensure smooth running of their business. The facilities are:

a.
Import Letter of Credit

b.
Post Import Financing (LIM, LTR etc)

c.
Import collection services & Shipping Guarantees

2.
Export Easiness
Mutual Trust Bank offers extra cover to its customers for the entire export process to speed up receipt of proceeds. The facilities are:
a.
Export Letters of Credit advising
b.
Pre-shipment Export Financing
c.
Export documents negotiation
d.
Letters of Credit confirmation
3.
Remittance
Mutual Trust Bank provides to its customers the following services:
a.
Inward/ Outward Remittance Services
b.
TT/DD Issue
c.
DD/ Cheque collection
d.
Endorsements
e.
Travelers Cheque Issuance 
Correspondent Banking
The objective of our correspondent banking operations is to strengthen our existing relationship with foreign and financial institutions around the globe as well as exploring new relationships. In addition to that, we provide assistance in marketing the products of the correspondent banks.
Al present MTB is maintaining relationships with 30 (thirty) foreign correspondents and the number is growing everyday. Currently the bank has 18 (eighteen) NOSTRO A/Cs wife large foreign banks abroad. The bank is a "SWIFT" member and its Bank Identification Number or BIC is ‘MTBLBBBH’.
Remittance Services

Mutual Trust Bank maintains a strong network with the Exchange Houses worldwide for ensuing better remittance services for its customers. The Bank having a network of 30 branches has established remittance arrangements with a number of exchange houses to facilitate wage earners to remit their money to Bangladesh. The following is the list of exchange houses having arrangement with al Mutual Trust Bank Ltd.
	Exchange House Name
	Service Available
	Presence

	UAE Exchange Centre     LLC

web:http://www.useexexchange.com
	1. Taka Draft Arrangement

2. EFT Using XPIN  

3. TT Arrangement
	Global

	Wall Street Exchange Centre LLC

web:http://www. wallsrreetcorp.com
	1. TT Arrangement
	UAE

	Instant Cash Worldwide Ltd.
	1. Taka Draft Arrangement
	Global Locations List

	Al Ahalia Money Exchange Bureau
	1. TT Arrangement

2. Taka Draft Arrangement
	UAE

	Route of Asia Money Exchange Ltd.
	1. TT Arrangement
	UK

	Bangladesh Money Transfers (UK) Ltd.
	1. TT Arrangement
	UK

	Instant Exchange UK Ltd. 
	1. TT Arrangement
	UK

	Money link UK Ltd.

web: bttfr//www. money hnknk.
	1. TT Arrangement
	UK

	Trust Exchange Co. W1.L.
	1. Taka Draft Arrangement
2. TT Arrangement
	Qatar


Web: 

The Internet has brought about a revolutionary change in the world leading to convergence of communication and computing technologies. In order to provide round the clock and up to date information on the Bank to the trade and business communities worldwide, the IT Team of Mutual Trust Bank Limited has developed a web for the ft can be accessed under the domain name: www.mutualtrustbank.com
SWIFT
The Bank has become the member of SWIFT Alliance Access, a multi-branch secure financial messaging system provided by the Society for Worldwide Inter-bank Financial Telecommunication [SWIFT], Belgium. With the activation of the SWIFT system the Bank enjoys instant, low-cost, speedy and reliable connectivity for L/C transaction, fund transfers, message communication and other worldwide financial activities.
2.7.2. Products


Deposit Products:

1.
Brick by Brick Savings Scheme 

2.
Monthly Benefit Plan

3.
Unique Savings Plan

4.
Festival Savings Plan

5.
Education Plan

6.
Double Saver Plan

7.
Triple Saver Plan

8.
Millionaire Plan

9.
Best Invest Plan

Loan Products: 


1.
Small Business Loan

2.
Home Loan

3.
Home Repair Loan

4.
Auto Loan

5.
MTB Life Line


6.
CC Hypo
Visa Card:

1.
Local Classic Credit Card

2.
Local Gold Credit Card

3.
Prepaid International Travel Money Card

4.
Prepaid Local Gift Card

5.
Visa Electron Debit Card
2.8.
Performance at a Glance
The performance of Mutual Trust Bank Ltd from the year 2003 to 2007 is given in the following table:
Figure in million Taka
	#
	ITEMS
	2008
	2007
	2006
	2005
	2004

	1.
	Authorized Capital
	3900.00
	1000.00
	1000.00
	1000.00
	1000.00

	2.
	Paid up Capital
	1496.88
	950.40
	864.00
	720.00
	600.00

	3.
	Shareholder's Equity
	2044,30
	1904,80
	1560,94
	1217,55
	970.5

	4.
	Total Capital 

(Core + Supplementary)
	2888.33
	2114.53
	1705.97
	1335.08
	1030.38

	5.
	Total Assets
	38964.97
	25983.92
	19306.99
	15931.03
	9037.53

	6.
	Total Deposits
	33820.41
	22264,05
	16098,54
	13164,13
	7163.67

	7.
	Total Loans & Advance
	28529.35
	18591.52
	14373.26
	11692.97
	5904.18

	8.
	Total Investments 
	3956.53
	2821.62
	2495.98
	1376.21
	996.06

	9.
	Export
	18282.0
	13943,2
	8810.00
	5924.00
	3513,92


	10.
	Import 
	24866.06
	26255.29
	17660.0
	17355.90
	11284.4

	11.
	Total Contingent Liabilities
	10916.1       
	9671.39
	7498.27
	5474.58
	3887,90

	12.
	Operating Income
	1188.34     
	1384.86
	877.01
	686.00
	489.15

	13.
	Operating Expenditure
	424.48
	315.39
	225.17
	179.06
	118.09

	14.
	Profit before provision & tax
	763.85
	969.47
	651.85
	506.94
	371.07

	15.
	Net profit after provision & tax
	210.80
	478.28
	336.17
	247.19
	190.34

	16.
	Total provision maintained             
	603.43        
	239.98
	145.00
	117.50
	60.00

	17.
	Earning assets
	28470.9
	23575.8
	17419.05
	14779.16
	8300.61

	18.
	Non-interest earning assets
	3710.93
	2642.16
	1887.95
	1151.87
	736.92

	19.
	Earnings per Share (In Taka)
	21.12
	47.93
	35.37
	34.33
	43.37

	20.
	Book value per Share (Li Taka) 
	204.86
	200.42
	180.66
	169.10
	161.73

	21.
	Dividend – Cash
	-
	20%
	14%
	-
	-

	22.
	Dividend- Bonus Share
	25%
	1 5%
	10%
	20%
	20%

	23.
	Return on equity (ROE)
	10.31%
	23.11%
	22.00%
	20.30
	19.62%

	24.
	Return on assets (ROA)
	0.75%
	1.82%
	1.78%
	1.555
	2.1 1%

	25.
	Classified loans as % of total loans & advance
	4.92%
	1.03%
	Nil
	Nil
	Nil

	26.
	Landing-Deposit ratio
	84.36%
	83.50%
	89.28%
	88.82%
	82.42%

	27.
	Capital adequacy ratio
	10.19%
	11.83%
	12.55%
	11.87%
	17.33%

	28.
	Price earning ratio (Times)
	28.24
	7.14
	11.12
	17.10
	5.14


	29.
	No. of Brandies
	30
	25
	20
	16
	13

	30.
	No. of Employees
	578
	470
	376
	298
	228


2.9. An overview of Dilkusha branch
In 27th July of 2003 Mutual Trust bank Limited has opened its Dilkusha Branch at Dhaka. It has a total number of 28 employees and 6 office staffs. Also the bank has a supervisor and three security guards. The workforce is very much co-operative both to each other and to the clients, Dilkusha Branch is one of the branches of the Mutual Trust Bank Limited that has authorization to deal with Foreign Exchange. As other authorized dealers, it is licensed by Bangladesh Bank to transact all types of foreign exchange business. While opened it was among the first 9 authorized dealers of Mutual Trust Bank. Now it can be counted among the best three operated branches of Mutual Trust Bank both in terms of profitability and operational efficiency.
Departments with in Dilkusha Branch
This branch has four departments as the following.
1.
General Banking (GB) Department
2.
Credit Department
3.
Foreign Exchange Department
4.
Cash Department
Also the bank has a Computer and SWIFT section where maintaining Flora banks and other day to day computer related activities.
Chapter – 3

Analysis of Foreign Exchange Department

3.1
Introduction: 

One of the largest businesses carried out by the commercial bank is foreign trading. The trade among various countries falls for close link between the parties dealing in trade. The situation calls for expertise in the field of foreign operations. The bank, which provides such operation, is referred to as rending international banking operation. Mainly transactions with overseas countries are respects of import; export and foreign remittance come under the preview of foreign exchange transactions. International trade demands a flow of goods from seller to buyer and of payment from buyer to seller. In this case the bank plays a vital role to bridge between the buyer and seller.
3.2. Foreign Trade
Foreign trade can be easily defined as a business activity, which crosses national boundaries. These may be between parties or government ones. No country can produce all kinds of goods and another country, from this sense; mainly this is the origin of foreign trade. When two countries exchange goods or services between them we can call it foreign trade. Many writers define it in many ways. Some of them are given below:
"International trade is the transaction of goods and services between two or more countries"
(
Prot. C.P. Kridleberger
According to Professor O.M. Amos- "International trade is the exchange of goods across nation trade is the exchange of goods across nation al boundaries".
“International trade is a trade among different countries or trade across political frontiers”.
· V. M Mittari

3.2.1
Different modes of International Trade Payments
In International trade methods of payment could take any of the following forms:

1.
Cash in advance

2.
Open account

3.
Collection

4.
Documentary credit
The first three are traditional trade payment methods, which view the bank's role as an agency for transmitting and receiving funds or documents. Under documentary credit, on the other hand, the bank assures payment subject to the completion of documentary conditions.
1.  Cash in advance:
Under this system the exporter may receive value of export in advance from the importer before the actual shipment of goods through Cheque, draft or T.T. This practice though expensive and risky is resorted to in cases where either the buyer's credit worthiness is doubtful or where there is an unstable political or economic environment in the buyer's country or where manufacturing process or service delivered are specialized and capital intensive.
2.  Open account
An open account method is an arrangement between the buyer and seller whereby the goods are manufactured and delivered before payment is made. Under this method, since the payment has to be made at some stated future date and there is no negotiable instrument in evidence of the buyer's commitment to pay the seller faces the risk of release of goods without assurance of payment.

3. Collection
Collection is a method under which goods are shipped and the bills of exchange (Draft) is drawn by the seller on the buyer. The documents are sent to the bank with clear instruction for collection through on of its correspondent bank located in the buyer's country. The documents are to be delivered only after the payment has been made or Draft is accepted.
4. Documentary Credit
Documentary credit is the classic form of international trade payment, especially in trade between distance partners. This method substantially reduces payment related risk for both exporter and importer.
Documentary credit is a conditional bank undertaking of payment. It is a conditional undertaking given by a bank (Issuing Bank) at the request of a customer (Applicant) or on its own behalf to pay a seller (Beneficiary) against stipulated documents provided all the terms and conditions of the credit are complied with.
These stipulated documents are likely to include those required for commercial, regulatory, insurance or transport purposes, such as commercial invoice, certificate of origin, insurance policy or certificate and a transport document of a type appropriate to the mode of transport used.
33. Foreign exchange division
One of the largest businesses carried out by the commercial bank is foreign trading. The trade among various countries falls for close link between the parties dealing in trade. The situation calls for expertise in the field of foreign operations. The bank, which provides such operation, is referred to as rending international banking operation. Mainly transactions with overseas countries are respects of import; export and foreign remittance

come under the preview of foreign exchange transactions. International trade demands a flow of goods from seller to buyer and of payment from buyer to seller. In this case the bank plays a vital role to bridge between the buyer and seller.

	The Importer
	(
	The Bank (Third Part V)
	(
	The Exporter (seller of Goods)


In the MTBL Dilkusha Branch there are eight peoples are working continuously with great effort and teamwork there are quite efficient skill and talented the above jobs are performed in this department. The Bangladesh Bank and the respected VP of this section control them. There are more than 70 clients and 25 countries they are dealing with. They believe in teamwork and extreme hard work
H. E. Evitt defined "Foreign Exchange" as the means and methods by which rights to wealth expressed in terms of the currency of one country are converted into rights to wealth in terms of the currency of another country.
Foreign Exchange Department is an international department of the bank. It deals with globally and facilitates international trade through its various modes of services. It bridges between importers and exporters. Bangladesh Bank issues license to scheduled banks to deal with foreign exchange. These banks are known as Authorized Dealers. If die branch is authorized dealer in foreign exchange market, it can remit foreign exchange from local country to foreign country. This department mainly deals with foreign currency. This is why this department is called foreign exchange department.
Some national and international laws regulate functions of this department. Among these, Foreign Exchange Act, 1947 is for dealing in foreign exchange business, and Import and Export Control Act, 1950 is for Documentary Credits. Governments' Import &Export policy is another important factor for import and export operation of banks.

Forces trade financing is an integral part of banking business. Documentary Credit (also called letters of credit or "L/Cs") is the key player in the foreign exchange business. According to foreign exchange regulation Act, 1947, as adapted in Bangladesh, "Foreign exchange means foreign currency and includes all deposits, credit and balances payable in foreign currency as well as all foreign currency instruments, such as Drafts, Travelers cheques, Bills of Exchange and promissory notes payable in any foreign country. Anything that conveys a right to wealth in another country is foreign exchanges". With the globalization of economies international trade has become quite competitive. Timely payment for exports and quicker delivery of goods is, therefore, a pre-requisite for successful international trade operations. Growing complexity of international trade, separation of commercial parties across the globe and operating in a totally unknown environment underlined the need for evolving a system that balances between the expectations of the seller and the buyer. Documentary Credit has emerged as a vital system of trade payment, and fulfilled the requisite commercial need. This system substantially reduces payment-related risks for both exporter and importer. Not surprisingly, therefore, the letter of credit is the classic form of international export payment, especially in trade between distant partners. Payment, acceptance or negotiation of the credit is made by the bank upon presentation by the seller of stipulated documents (e.g., bill of lading, invoice, inspection certificate).
3.4.1. Documentary credit/ Letter of credit (L/Cs)

Documentary Credit is an assurance of payment by the bank. K is art arrangement raider which the bank at the request of the buyer or on its own undertakes to make payment to the seller provided specified documents are submitted.
Documentary Credit is an arrangement whereby a bank (issuing bank) acting at the request and on the instruction of a customer (the applicant) or on its own behalf undertakes to make payment to or to the order of a third party (the beneficiary) or to accept and pay bills of exchange (draft) drawn by the beneficiary, or authorize another

bank to negotiate against stipulated documents provided the terms and conditions to the credit are complied. Thus, Documentary Credits are akin to bank guarantees. In popular language, they are known as Letters of Credit (L/Cs). Bank guarantees are, however, I to cover situation of non-performance whereas Documentary Credits are issued on behalf of the buyer to cover situation of performance, i.e., the issuing bank agrees to make payment to the beneficiary once he surrenders the requisite complying documents. However, the term Documentary Credit has of late been extended to cover the situation of non-performance too. Documentary Credits have gained wider acceptance in international trade for they try to safeguard the interest of both the buyer and the seller by reducing their risks. Thus, Documentary Credit offers a unique and universally used method of achieving a commercially acceptable arrangement by providing for payment to be made against complying documents that represent the goods and making possible the transfer of those goods.
3.4.2. Bank as a party of Documentary credit
Parties to the documentary credit may be an issuing bank, an advising bank, a confirming bank, a reimbursing bank or a negotiating bank.

(
Issuing Bank: The Issuing Bank or the Opening Bank is one which issues the credit, i.e., undertakes, independent of the undertaking of the applicant, to make payment provided the terms and conditions of the credit have been complied with. The payment may be at sight if the credit provides for sight payment, or at maturity dates if the credit provides for deferred payment. Especially the issuing bank should satisfy himself on the credit worthiness of the applicant. The credit application must be in accordance with UCP 500 and in a workable format.

(
Advising Bank: The Advising Bank advises the credit to the beneficiary thereby authenticating the genuineness of the credit. The advising bank is normally situated in the country/ place of the beneficiary. 
	Issuing Bank 

(Bangladesh)
	
	

	(
	
	

	Advising Bank
(Hong Kong)
	
	Reimbursing Bank

(Japan)

	(
	
	

	Negotiating Bank
(Hong Kong)
	
	



(
Confirming Bank: A Confirming Bank is one which adds its guarantee to the credit opened by another bank, thereby, undertaking the responsibility of payment/negotiation/acceptance under the credit in addition to that of the issuing bank. A confirming bank normally does so if requested by the issuing bank and it is normally the advising bank.

(
Negotiating Bank: A Negotiating Bank is the bank nominated or authorized by the issuing bank to pay, to incur a deferred payment liability, to accept drafts or to negotiate the credit.
(
Reimbursing Bank: A Reimbursing Bank is the bank authorized to honor the reimbursement claims in settlement of negotiation/acceptance/ payment lodged with it by the negotiating bank or accepting bank. It is normally the bank with which the issuing bank has account from which payment is to be made.
3.4.3. Authorized dealer

In administering exchange control and foreign trade, Central Bank of the country (Bangladesh Bank in case of Bangladesh) authorizes few branches of commercial banks to deal in foreign exchange. These branches are known as "Authorized Dealers". They act as agent of the Central Bank and work under the exchange control regulations and guidelines issued from time to time.
3.4.4. MTBL Dilkusha branch as an authorized dealer

Foreign Exchange Department is an important one in MTBL Dilkusha Branch that deals with import, export, and foreign remittance and post import financing. Through this is an ancillary service provided by the Bank, The Bank is purchasing primary security by giving loan in form of loan against trust receipt (LTR). Bank branch should be 'Authorized Dealer' with the approval of Bangladesh Bank to run foreign exchange business. This department is playing an important role in enhancing export earning, which aids economic growth and, in turn, will be helpful for economic development. On the other hand, it also helps to meet those goods and services, which are more demandable and not adequate in our country.
3.5. Types of documentary letter of credit

Documentary credits are basically two types:

I.
Revocable 

II.
Irrevocable
I.
Revocable credit: This type of credit can be revoked or caned at any time me consent of, or notice of the beneficiary. In case of seller (beneficiary), revocable credit involves risk, as the credit may be amended or cancelled while the goods are in transit and before the documents are presented, or although presented, before payment has been made. In modern banking, the use of revocable credit is not widely spread.
II.
Irrevocable Credit: The irrevocable credit is a commonly used type of documentary credit. The credit which can not be revoked, varied or change/ amended without the consent of all parties- buyer, seller, issuing bank, and confirming bank irrevocable credit gives the seller grater assurance of payments, but he remains dependent on an undertaking of a foreign bank. Irrevocable credit may be confirmed or unconfirmed.
Types of documentary credits according to payment methods:

(
Sight Credit

(
Deferred payment credit

(
Sight Payment: The payment is made as soon as documents shown to the issuing Bank and payment received from importer, Instruction is given to reimbursing bank to give payment.

(
Deferred Payment The payment of this kind of L/C is made after 30,60,90,120 or 180 days soon as documents shown to the issuing Bank. The credit with deferred payment differs only slightly in its effect on the beneficiary from the credit with time draft.

Types of Documentary Credit
1.
Revolving
A revolving credit is one where, under the terms and conditions thereof, the amount of the credit is renewed or reinstated without specific amendment to the credit being needed. Revocable credit may be revocable or irrevocable. It can revolve in relation to time or value.
2.
Back to Back Credit
One credit backs another. It may so happen that the beneficiary/ seller of an L/C is unable o supply the goods direct as specified in the credit as a result of which he need to purchase the same and make payment to another supplier by opening a second letter of credit In this case, the second credit called a "Back to back credit". This concept involve opening of second credit on the strength of first credit, i.e. mother L/C opened by foreign importers. Under back to back concept, the mother L/C stands as security for opening of second credit.
3.
Transferable Credit
A transferable credit is one which can be transferred by the original beneficiary to one or more parties. In transferable credit, the original beneficiary becomes the middleman and transferee becomes the actual supplier of goods. It is normally used when the first beneficiary does not supply the merchandise himself, but is a middleman and thus wishes to transfer part, or all, of his rights and obligations to the actual supplier as second beneficiary.
4. Red Clause Credit
A Red clause credit is a credit with a special clause incorporated into it that authorized the advising bank or confirming bank to make advances to the beneficiary before presentation of documents.
5. Green Clause Credit
A green clause credit is a credit with a special clause incorporated into it that which not only authorizes the advising bank to grant pre-shipment advances but also storage cost for storing the goods prior to shipment.
6. Standby Letter of Credit

The standby credit is very similar in the nature to a guarantee. The beneficiary can claim payment in the event that the principal does not comply with its obligations to the beneficiary. Payment can usually be realized against presentation of a sight draft and written statement that the principal has failed to fulfill his obligation.
3.6. Functions of foreign exchange department

The Functions of Foreign Trade dept mainly covers the following areas: 

(
Import 

(
Export

(
Remittance 

	
	Foreign Exchange Department
	


(
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	(
	
	(

	Import
	
	Export
	
	Remittance


3.7. Import section
Import is the flow of goods and services purchased by economic agents located in one country from economic agents located in another. Hence, import of merchandise essentially involves two things; bringing of goods physically into the country and remittance of foreign exchange towards the cost of the merchandise and services connected with its dispatch to the importer. In case of import, the importers are asked by then- exporters to open letters of credit so that their payment against goods is ensured. Imports of goods into Bangladesh is regulated by the ministry of commerce and industry in terms of die Import and Export (Control) Act, 1950, with import policy orders issued by annually, and Public Notices issued from time to time by the office of the Chief Controller of Import and Export (CCI & E). Through the process of import some vital but
which are inadequate in our country products are imported to meet the local needs of the people. MTBL also plays in important role of importing goods. 
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Figure: Types of Importers

Source of Finance: 

Import may be allowed under the following sources of finance: 


(a)
Cash- 



i.
Cash foreign exchange (balance of the foreign exchange reserve of Bangladesh Bank); 



ii.
Foreign currency accounts maintained by Bangladeshi Nationals working/ living abroad. 


(b)
External economic aid. 

3.8.1 Import procedure
Am importer is required to submit the following documents in order to get a license to import through Dilkuste Branch of Mutual Trust Bank Ltd.- 


(
A bank account with the branch

(
Applicant has to submit IRC (Indenters Registration Certificate). It is a certificate being renewed every year. This certificate is necessary if the contract is made between the buyers and the agents of the sellers. IRC is of two types- COM and IND. COM is given for commerce purpose and IND is given for industrial purpose.

(
Tax Payer's Identification Number (TIN) 

(
Proforma Invoice Indent

(
Membership Certificate from a recognized Chamber of Commerce & Industry or Town Association or registered Trade Association

(
Letter of Credit Authorization (LCA) Form properly filled in quintuplicate signed by the importer

(
L/C Application duly signed by the importer

(
One set of IMP Form

(
Insurance Cover Note with money receipt

(
VAT Registration Certificate (for Commercial Importers)

(
In ease of Public Sector, attested photocopy of allocation letter issued by the allocation authority, Administrative Ministry or Division specifying the source, amount, purpose, validity and other terms and conditions against the imports

(
Any such documents as may be required as per instructions issued/to be issued by the Chief Controller of Imports & Exports (CCI&E) from time to time,

(
Report on past performance with other bank. MTBL collects this report from Bangladesh Bank.

(
(Credit Information Bureau) report from Bangladesh Bank.

(
A proposal approved by the meeting of executive committee of the bank. It is necessary only when the L/C amount is small or there is no limit.

(
If the L/C amount is large or there is a limit, then an approval from Bangladesh Bank is needed. Usually this approval is needed for amount more than one core.
On receipt of the LCA Form and the other documents, the branch officials carefully scrutinize the documents and lodge the same in their respective registration books and duty verify the signature of the importer put on the LCA Form.
To import, a person should be competent to be an 'importer'. According to the "Import & Export Control Act, 1950", the office of the Chief Controller of Imports & Exports (CCI&E) provides the registration (IRC) to the importer. After obtaining the IRC, the person has to secure a "Letter of Credit Authorization" (LCA) registration from the Registration Unit of Bangladesh Bank. After getting the LCA registration, a person becomes a qualified importer. He is the person who requests or instructs the opening bank to open an L/C, he is also called the "Opener" or "Applicant" of the credit,
Proposal foe opening of L/C
In case of an L/C of a small amount only the prescribed application form, i.e. the LCA Form is enough to open an L/C. But when the L/C amount is reasonably high, then the importer needs to submit an application to the Foreign Exchange Department of Dilkusha Branch for getting a limit of the L/C amount. The salient features of the application are-

(
Full particulars of the bank account

(
Nature of business

(
Required amount of limit 

(
Payment terms and conditions
(
Goods to be imported 
(
Offered security 
(
Repayment schedule 
The L/C application form
UC Application Form is a sort of an agreement between customer and bank on the basis of which letter of credit is opened. Dilkusha Branch provides a printed form for opening of L/C to the importer. A special adhesive stamp of value Tk.150 is affixed on the form in accordance with Stamp Act in force. While opening, the stamp is cancelled. Usually the importer expresses his decision to open the L/C quoting the amount of margin in percentage. Usually the importer gives the following information-
(
Full name and address of the importer 
(
Full name and address of the beneficiary
(
Draft amount
(
Availability of the credit by sight payment/acceptance/negotiation/deferred payment 
(
The bar within which the documents should be presented
(
Sales type (CIF/FOB/C&F)
(
Brief specification of commodities, price, quantity, indents no. etc.
(
Country of origin
(
Bangladesh Bank registration no.
(
Import License/ LCAF no.
(
IRC no
(
Account no.
(
Documents no. 
(
Insurance Cover Note/Policy no., date, amount
(
Name and address of Insurance Company
(
Whether the partial shipment is allowed or not 
(
Whether the transshipment is allowed or not
(
Last date of shipment
(
Last date of negotiation
(
Other terms and conditions (if any)
(
Whether the confirmation of the credit is requested by the beneficiary or not,
(
The L/C application must be completed/filled in properly and signed by the authorized person of the importer before it is submitted to the issuing bank.
The L/C application needs to be submitted along with the following documents-

(1)
Proforma Invoice stating description of the goods including quantity, tent price etc.

(2)
The Insurance Cover Note, issuing company and the insurance number

(3)
Four set of IMP Form
The letter of credit authorization form (LCAF)
The Letter of Credit Authorization Form (LCAF) is the form prescribed for the authorization of opening letter of credit/payment against import and used in lieu of import license. The authorized dealers are empowered to issue LCA Forms to the importers as per basis of licensing of the Import Policy Order in force to allow import into Bangladesh. If foreign exchange is intended to be bought from the Bangladesh Bank against an LCAF; it has to be registered with. Bangladesh Bank's Registration Unit located in the concerned area office of the CCI&E. The LCA Forms available with
authorized dealers are issued in set of five (05) copies each. First Copy is exchange control copy, which is used for opening of LC and effecting remittance. Second Copy is the eastern purpose copy, which is used for clearance of imported goods from custom authority. Triplicate and Quadruplicate Copy of LCAF are to be sent to concerned area of CCI&E office by authorized dealer/Registration Unit of Bangladesh Bank. Quintuplicate Copy is kept as office copy by authorized dealer/Registration Unit. The Letter of Credit Authorization Form (LCAF) contains the followings-


(
Name and address of the importer

(
IRC no. and year of renewal

(
Amount of L/C applied for (both in figure and in word)

(
Description of item(s) to be imported

(
ITC Number/HS Code No.

(
Signature of the importer with seat
The IMP form
The IMP Form contains the followings-

(
Name and address of the Authorized Dealer

(
Amount of remittance to be permitted (i.e., L/C amount)

(
LCAF Form number, date, value in Tk.

(
Description of goods, quantity

(
Invoice value in foreign currency (i.e., L/C amount)

(
Country of origin

(
Port of shipment
 (
Name of steamer/airline (i.e., by road/by ship/by air etc.)

(
Port of importation

(
Indenter’s name and address

(
Indented s registration number with CCI&E and Bangladesh Bank

(
Full name and address of the applicant

(
Registration number of the applicant with CCI & E

(
Type of LCAF
Examination of L/C application
On receipt of L/C application, the branch officials scrutinize the same very carefully giving emphasis to the following points-
(
L/C application is stamped (as per Govt. Stamp Rule) as it is a guarantee of payment
(
All information mentioned in different columns have been furnished
(
 The items to be imported are eligible according to import entitlement
(
If L/C is opened against indent, Bangladesh Bank's permission, valid registration, authority to issue indent by indenter are to be checked
(
The terms and conditions stipulated in the L/C application are consistent with the Bangladesh Bank Foreign Exchange Guidelines, Import Trade Regulations, UCPDC etc,
(
The amount and description of merchandise are relevant to LCAF and proforma invoice/indent/purchase order.
(
Survey Report or Certificate in case of old machinery
(
Carrying vessel is not of Israel or Serbia-Montenegro
(
Certificate declaring that the item is in operation not more than 5 years in case of car 

3.8.7
Accounting treatment of L/C opening:
After sanctioning the L/C proposal by the branch incumbent/competent authority, the respective officer will pass me following vouchers-
Party A/C ———————————————————————— Dr,
Margin on L/C —————————————————————— Cr. 
Commission on L/C (0.50% of total value) ——————————— Cr. 
VAT (15% of commission) on L/C —————————————— Cr. 
FCC (Foreign Currency Clearing) A/C —————————————Cr.
Postage Charges A/C ———————————————————— Cr. 
Telex/ SWIFT Charges A/C ————————————————— Cr.
Customer's Liability ————————————————————Dr. 
Bankers' Liability ————————————————————— Cr.
After that, L/C number and the above entries are given in the L/C Register. Then the transmission of L/C is done through Airmail/Courier Service or to the Advising Bank, tested telex to advise the L/C to the beneficiary. If the amount of L/C exceeds US$, 10,000 the branch fakes the credit report of the beneficiary to ensure the worthiness of the supplying goods. Reimbursement authority is sent to the Reimbursing Bank simultaneously in case of "At Sight" L/Cs.
Amendment of L/C
Parties involved in a L/C, particularly the seller and the buyer cannot always satisfy the terms and conditions in full as expected due to some obvious and genuine reasons. In such a situation, the credit should be amended. Dilkusha Branch transmits the amendment by $W1M, airmail or courier service to the advising bank. In case of revocable credit, it can be amended or cancelled by the issuing bank at any moment and without prior notice
to the beneficiary. But in case of irrevocable letter of credit, it can never be amended nor I without the agreement of the issuing bank, the confirming bank (if any) and the beneficiary. If the L/C is amended, amendment charge and telex charge, as per HO r, are debited from the party's A/C accordingly,
Presentation & examination of shipping document

The seller being satisfied with the terms and the conditions of the credit proceeds to dispatch the required goods to the buyer and after that, has to present the documents evidencing dispatching of goods to the Negotiating Bank on or before the stipulated expiry date of the credit After receiving all the documents, the Negotiating Bank then checks the documents against the credit. If the documents are found in order, the bank will pay, accept or negotiate the documents and will dispatch to Dilkusha Branch, The branch, checks the documents. The usual documents are-

(
Invoice

(
Bill of Lading

(
Certificate of Origin

(
Packing List

(
Shipping Advice

(
Non-negotiable Copy of Bill of Lading

(
Bill of Exchange

(
Pre-shipment Inspection Report

(
Shipment Certificate 
Dilkusha Branch officials check whether these documents have any discrepancy or not. Here, "Discrepancy" means the dissimilarity of any of the documents with the terms and conditions of L/C.  In case of discrepant documents, the branch advices the

discrepancy/ discrepancies to die negotiating bank within seven (07) working days after the documents. Some the usual discrepancies are-

(
L/C expired

(
Late shipment

(
Amount drawn in excess of the letter of credit

(
Bill of exchange not property drawn

(
Description of goods differ

(
Interest clause is missing in bill of exchange, where stipulated

(
Bill of exchange is not drawn/ signed by the beneficiary of the credit 


(
Bill of Lading or Airway Bill stale or Bill of Lading is issued under a charter party

(
Insurance cover not as per terms of L/C and insurance does not cover the entire voyage and insurance policy is not properly stamped.
3.8.10. Lodgment of the Documents
After receiving the documents from the exporters, at first MTBL write it in the PAD Registrar. PAD Register contains date, PAD number, L/C number, and flame of the drawer, name of the drawer, amount, and number of copies of various documents, name of the imported items. This written procedure is called Lodgment.
Accounting Application
While doing lodgment, MTBL makes the following entries-

PAD Account ——————————————Dr.

MTBL General Account ——————————Cr. 

Exchange Gain Account ——————————Cr.
The reversal entries are as follows 

Bankers —————————————————Dr.

Customer's Liability—————————————Cr.

(When lodgment is passed)
MTBL stakes the payment to the reimbursing bank against the documents. That's why, it debts die PAD Account.
For payment, MTBL deposits the money at the miscellaneous account @ 69.30 (current rate). And sends an Inter Branch Credit Advice (IBCA) to credit the amount to a nostro account maintained in a bank of exporters' country from which payment will be made. By this transaction, MTBL makes a profit @ 0.15 per dollar.
3.8.11. Retirement of the Documents
The process of collecting documents from bank by the importer is called retirement of the documents. The importer gives necessary instructions to the bank for retirement of the import bills or for the disposal of the shipping documents to clear the imported goods from the customs authority. The importer may instruct the bank to retire the documents by debiting his current account with the bank or by creating Loan against Trust Receipt (LTR). Following steps are taken while retiring the documents-


(
Calculation of interest.

(
Calculation of other charges. 

(
Fussing vouchers.

(
Entry in the register.

(
Endorsement in the Bill of Lading and other transport documents and in the bill of exchange. 
Accounting Treatment 

Suppose the banker has the following information
Document Value: Tk. 500000.00

Margin: 




Tk. 00000.00

Date of negotiating


02.01.08

Date of retirement


12.02.08

Rate of interest



: 16%

Interest paid for (02.01.08 to 12.02.08) = 40 days. 



(500000.00- 100000.00)* 16% * 40
Interest  = ______________________________






360


= TK. 7111.00
Then the following vouchers will be made:
a)
For interest:


PAD Account ————————————   Dr. 7111.00


Interest on PAD Account ———————— Cr. 7111.00
b)
While receiving the payment: 


Party Account ————————————— Dr. 407111.00


Margin Account ———————————— Dr. 100000.00


PAD Account ————————————— Cr. 507111.00

But when the party takes the endorsement of the non-negotiable copy, then "Other Fees & Commission 'Takes place instead of "Interest on PAD Account". Generally, MTBL charge 15% on the document value for collecting the document at that time. 

3.8.12. Pest-Import financing
If there is no available in cash in importer's hand, he can request the bank to grant loan against the documents for the purpose 6f pest import finance. The is one following forms of post import finance available in MTBL Dilkusha Branch.
LTR (Loan against trust receipt).
On the arrival of goods and lodgment of import documents, import may request the bank for clearance of goods from the port (custom) and keep the same to bank godown. Proper sanction from the cxompetent authority is to be obtained before clearance of consignment Foe giving these types of loan, officer makes lean proposal and sends it to H/O for approval. After getting approval from H/O, bank grants loan in the form of LTR,
Loan against Trust Receipts (LTR):
1.
Advance against a Trust Receipt obtained from the Customers are allowed to only first class tested parties when the documents covering an import shipment or other goods pledged to the Bank as security are given without payment However, for such advances prior permission/sanction from Head Office must be obtained.
2.
The customer holds the goods or their sale-proceeds in trust for the Bank, till such time, the loan allowed against the Trust Receipts is fully paid off.

3.
The Trust Receipt is a document that creates the Banker's lien on the goods and practically amounts to hypothecation of the proceeds of sale in discharge of the lien:
Accounting treatment 

LTR creation:

LTR A/C ———————————————————— Dr.

PAD Account —————————————————— Dr.
After payment of me loan or delivery of goods:

Party A/C ———————————————————— Dr. 


LTR A/C ———————————————————— Dr.

Interest A/C ——————————————————— Cr .
By and large, it is mentioned herewith that bank only deals with the documents, not with goods & services in case of foreign exchange business.
3.9.1. Export section
In order to Creation of wealth in any country depends on the expansion of production and increasing participation in international trade. By increasing production in the export sector we can improve the employment level of such a highly populated country like Bangladesh. Bangladesh exports a large quantity of goods and services to foreign households. Readymade textile garments (both knitted and woven), Jute, Jute-made products, frozen shrimps, tea are the main goods that Bangladeshi exporters export to foreign countries. Garments sector is the largest sector that exports the lion share of the country's export. Bangladesh exports most of its readymade garments products to U.S. A and European Community (EC) countries. Bangladesh exports about 40% of its readymade garments products to U.S. A. Most of the exporters who export through MTBL are readymade garments exporters. They open export L/Cs here to export their goods, which they open against the import L/Cs opened by their foreign importers.
Export L/C operation is just reverse of the import L/C operation. For exporting goods by the local exporter, bank may act as advising banks and collecting bank (negotiable bank) for the exporter. MTBL also have the capacity to support the exporters of businessman's in Bangladesh.
3.9.2. Export policy
Export policies formulated by the Ministry of Commerce, GOB provide the overall guideline and incentives for promotion of exports in Bangladesh. Export policies also set out commodity-wise annual target, ft has been decided to formulate these policies to cover a five year period to make diem contemporaneous with the five-year plans and to provide the policy regime.
The export-oriented private sector, through their representative bodies and chambers are consulted in the formulation of export policies and are also represented in the various export promotion bodies set up by the government.
3.9 3. Export incentive
A.
Financial Incentives:
(
Restructuring of Export Credit Guarantee Scheme; 
(
Convertibility of Taka in current account;
(
Exporters can deposit 40% of FOB value of their export earnings in own accounts in dollar and pound sterling;
(
Export Development Found; 

(
Expansion of export credit period from 180 days to 270 days; 
(
50% tax rebate on export earnings Duty draw back;


(
Bonded warehouse facilities to 100% export oriented firms;

(
Duty free import of capital equipment for 100% export oriented firms;
B.
General Incentives:
(
National Export Trophy to successful exporters

(
Training course on external trade;
(
Arrangement of international trade fairs, commodity-based exhibitions in the country and participation in foreign trade fairs; 
C.
Other Incentives:

(
Assistance in improvement of quality and packaging of exportable items;

(
Simplification of exports procedures;
3.10.1. Export procedures

The import and export trade in our country are regulated by the Import and Export (Control) Act, 1950.
Under me export policy of Bangladesh the exporter has to get valid Export registration Certificate (ERC) from Chief Controller of Import & Export (CCI&E). The ERC is required to renew every year. The ERC number is to incorporate on EXP forms and other papers connected with exports.
In me Export Section, two (02) types of L/Cs are handled –


1)
Back-to-Back L/C 

2)
Export L/C
3.10.2. Back- to-back L/C
In case of a "Back-to-Back" letter of credit, a new L/C (an import L/C) is opened on the basis of an original L/C (an export L/C). Under the "Back-to-Back" concept, the seller as

the beneficiary of the first L/C offers it as a 'security' to the Advising Bank for the issuance of the second L/C. The beneficiary of the back-to-back L/C may be located inside or outside the original beneficiary's country. In case of a back-to-back L/C, no cash security (no margin) is taken by the bank; bank liens the first L/C. In case of a back-to-back L/C, die drawn bill is usage/time bill.
In Dflkusha Branch, papers/documents required for opening of back-to-back L/C are as follows:
(
Master L/C
(
Valid Import Registration Certificate (IRC) and Export Registration Certificate (ERC)
(
L/C Application and LCAF duly filled in and signed
(
Proforma Invoice or Indent
(
Insurance Cover Note with money receipt
(
MP Form duly signed.
In addition to the above documents, the following papers/documents are also required to export oriented garment industries while requesting for opening of back-to-back letter of credit-


(
Textile Permission

(
Valid Bonded Warehouse License

(
Quota Allocation Letter issued by the Export Promotion Bureau (EPB) in favor of the applicant for quota items
In case the factory premises is a rented one, Letter of Disclaimer duly executed by the owner of the house/premises to be submitted. A checklist to open back-to-back L/C is as follows-

(
Applicant is registered with CCI & E and has bonded warehouse license 


(
The master L/C has adequate validity period and has no defective clause 


(
L/C value shall not exceed the admissible percentage of net FOB value of relative Master L/C 


(
Usage Period will be up to 180 days 

	
	Obtain all required papers 
	

	
	(
	

	
	Check the credit limit 
	

	
	(
	

	
	Prepare offering sheet if regular credit line is not available 
	

	
	(
	

	
	Mark lien on the Master L/C 
	

	
	(
	

	
	Issue the L/C 
	


Fig: Flow Chart for issuing back-to back L/C

Payment for back-to-back L/C
In case of back-to-back L/C for 30-60-90-120-180-360 days of maturity period, deferred payment is made. Payment is given after realizing export proceeds from the L/C Issuing Bank. For Garments Sector, the duration can be maximum 180 days. For importing machinery, without permission from Bangladesh Bank, Dilkusha Branch can authorize for 360 days. In such cases, the VP of the branch used to exercise his discretionary power.
Reporting to Bangladesh bank
At the end of every month, the reporting to Bangladesh Bank regarding the following information is mandatory-
(
Filling of E-2/P-2 Schedule of S-l category that covers the entire month's amount of import, category of goods, currency, county etc.
(
Fining of E-3/P-3 Schedule of for all charges, commission with T/M Form.
(
Disposal of IMP Form that includes: (a) original IMP is forwarded to Bangladesh Bank with invoice and indent, (b) duplicate IMP is kept with the branch along with the Bill of Entry/Certified Invoice, (c) triplicate IMP is kept with the branch for office record, (d) quadruplicate is kept for submission to Bangladesh Bank in case of imports where documents are retired.
3.10.3. Export L/C
There are a number of formalities, which an exporter has to fulfill before and after shipment of goods. These formalities or procedures are enumerated as follows,-
Obtaining Export Registration Certificate (ERC)

No exporter is allowed to export any commodity permissible for export from Bangladesh ales he is registered with Chief Controller of Imports and Exports (CCI & E) and holds valid Export Registration Certificate (ERC). After applying to the CCI&E in the prescribed from along with the necessary papers, concerned offices of the Chief Controller of Imports and Exports issues ERC. Once registered, exporters are to make renewal of ERC every year.
Securing the order
After getting ERC, the exporter may proceed to secure the export order. He can do this by contracting the buyers directly through correspondence.
Obtaining EXP
After having the registration, the exporter applies to MTBL with the trade license, BRC and the Certificate from the concerned Government Organization gets EXP. If the bank is satisfied, an EXP is issued to the exporter.
Signing of the contract
After communicating with buyer the exporter has to get contracted for exporting exportable items from Bangladesh detailing commodity, quantity, price, shipment, insurance and mark, inspection, arbitration etc.
Receiving the Letter of Credit
After getting contract for sale, exporter should ask the buyer for Letter of Credit clearly stating terms and conditions of export and payment.

After receiving L/C, the following points are to be looked for:
a.
The terms of the L/C are in conformity with those of the contract.
b.
The L/C is an irrevocable one, preferably confirmed by the advising bank.
c.
The L/C allows sufficient time for shipment and a reasonable time for registration.
d.
If the exporter wants the L/C to be transferable, divisible and advisable, he should ensure those stipulations are specially mentioned in the L/C.
Procuring the materials
After making the deal and on having the L/C opened in his favor, the next step for the exporter is to set about the task of procuring or manufacturing the contracted merchandise.
Endorsement on EXP
Before the exporters with the customs/postal authorities lodge the export forms, they should get all the copies endorsed by MTBL. Before shipment, exporter submits exp. form with commercial invoice. Then MTBL officer checks it properly, if satisfied, certifies the exp. without it, exporter he cannot make shipment. The customer must declare all exports goods on the EXP issued by the authorized dealers
Disposal of Export Forms
(
Original: customs authority reports first copy of EXP to Bangladesh Bank after shipment of the goods.
(
Duplicate: Negotiating bank reports the Duplicate to Bangladesh Bank in or after negotiation date but not later than 14 days from the date of shipment


(
Triplicate: on realization of export proceeds the same bank to the same authority reports Triplicate.

(
Quadruplicate: Finally, the negotiating bank as their office copy retains Quadruplicate
Shipment of goods
Exporter makes shipment according to the terms and condition of L/C. 
Presentation of export documents for negotiation
After shipment, exporter submits the following documents to MTBL for negotiation.
a.
Bill of Exchange or Draft;
b.
Bill of Lading
c.
Invoice
d.
Insurance Policy/Certificate
e.
Certificate of origin
f.
Inspection Certificate 
g.
Consular Invoice 
h.
Packing List
i.
Quality Control Certificate
j.
G.S.P. certificate
k.
Photo- Sanitary Certificate.
Cash against Document (CAD) Contract
In lieu of export LC export can also be made against execution of contract of sale and purchase between the buyer and seller. Usually a CAD contract is made in ease of exporting Jute goods.

There are some Bangladesh Jute Mills Corporation (BJMC) enlisted intermediary firms. They make CAD contract with the importer. Some intermediary firms the dot of MTBL. After making contract, the intermediary firm (original exporter) purchases jute from a jute mill. Then, the jute mill's bank usually an NCB sends forwarding with the following documents to MTBL.
A.
Commercial invoice made by the jute mill
B.
Bill of exchange drawn on exporter payable to jute mills bank (authorized that bank as "pay to the order of MTBL") 
C.
Mills specification 
D.
EXP form- triplicate and quadruplicate on which seal and signatory of authorized officer of the jute mill's bank is given.
Along with these jute mill documents exporter presents his documents, which were required by the CAD contract.
Exporter presents the documents for negotiation to MTBL and request to remit the amount at which he purchased jute from jute mill to the jute mill's bank and credit the rest to Ms account in MTBL.
Examination of Document
Banks deal with documents only, not with commodity. As the negotiating bank is giving the value before repatriation of the export proceeds it is advisable to scrutinize and examine each and every document with great care whether any discrepancy(s) is observed in the documents. The bankers are to ascertain that the documents are strictly as per the terms of L/C Before negotiation of the export bill. Bank officers assigned for examining the export documents may use a checklist for their convenience.

Negotiation of export documents
Negotiation stands for payment of value to the exporter against the documents stipulated in the LAC. If documents are in order, MTBL purchases (negotiates) the same on the basis of banker- customer relationship. This is known as Foreign Documentary Bill Purchase (FDBP).
If me bank is not satisfied with the documents submitted to MTBL gives the exporter reasonable time to remove the discrepancies or sends the documents to L/C opening bank for collection. This is known as Foreign Documentary Bill for Collection (FDBC)
A. Procedure for FDBP 
1.
After purchasing the documents, MTBL gives the following entries,

FDRP A/P —————————————————————— Dr.

(At Doc. rate)

Postage A/C ————————————————————— Cr. 

Handling charge A/C —————————————————— Cr. 

Negotiation A/C ———————————————————— Cr. 

Source Tax A/C ———————————————————— Cr,

Customer A/C ————————————————————— Cr.

(Before realization of proceeds)
2.
Subsequently, Bank with send the documents to the L/C opening Bank for payment with a forwarding letter detailing the enclosures. Upon realization of proceeds the Negotiating Bank would pass the following vouchers:

MTBL General A/C ———————————————— Dr. 


(At T.T Doc. rate)

FDBP A/C ———————————————————— Cr.

Income A/C (Profit on exchange gain) ————————— Cr.


(Adjustment after relation proceeds) 

3.
A FDBP Register is maintained for recording all the particulars. 

B.
Foreign documentary bills for collection (FDBC) 

MTBL forward the documents for collection due to the following reasons- 


(
If the documents have discrepancies 


(
If the exporter is a new client 


(
The banker is in doubt 

MTBL check the documents forward to the issuing bank and following entries are given- 


FDBL A/C ..................................................................... Dr. 


FDBC A/C ..................................................................... Cr.

FDBC signifies that the exporter will receive payment only when the issuing bank gives payment. MBTL make regular follow-up with the L/C opening Bank in case of any delay in getting payment. 

The exporter submits duplicate EXP Form and Commercial Invoice. Subsequently, the value of the bill is calculated and the following accounting entries are given- 


MTBL General A/C ......................................................... Dr. 


(At T. T Doc. rate) 


Collection commission .................................................... Cr.


Government Tax A/C (0.25% of Invoice) ........................ Cr. 


Postage A/C ..................................................................... Cr.


Client’s A/C .................................................................... Cr.


(At T.T Doc rate) 

The reversal entries are as follows- 


FDBC A/C .................................................... Dr.


FDBL A/C .................................................... Cr.

After passing the above vouchers, an Inter Branch Exchange Trading Debit Advice is sent for debiting the NOSTRO account. An FDBC Register is maintained, where first is given when the documents are forwarded to the issuing bank for collection and the second one is done after realization of the proceeds. In case of discrepancies of minor native, Bank may negotiate the documents depending on their confidence on the customer against execution of the Letter of Indemnity. 
Settlement of local bills

MTBL, Dilkusha branch only purchase the local bill is known as Inland documentary bills for purchase (IDBP)
The Inland documentary bills for purchase (IDBP) is done in the following ways,-
a.
The customer submits the L/C to MTBL.
b.
Then MTBL officer advising the L/C.
c.
Customers then present the documents for negotiation to MTBL.
d.
MTBL official scrutinizes the documents to ensure the conformity with the terms and conditions.
e.
The documents are then forwarded to the L/C opening bank. 
f.
The L/C issuing bank gives the acceptance and forwards an acceptance letter, 
g.
In the acceptance letter there is a maturity date when the will payment the bill. 
h.
After receiving the acceptance letter, payment is given to the customer on by purchasing the document. 
Accounting treatment for purchase of local bills
IDBP ———————————————————————————— Dr.
Party A/C —————————————————————————— Cr.
Commission ————————————————————————— Cr.
Charge A/C ————————————————————————— Cr.
A LDBP Register is maintained to record the acceptance of the issuing bank. Until the acceptance is obtained, the record is kept in a collection register.

While receiving the payment the bank relished JDBP A/C and gives following entry-

Sundry deposit A/C ——————————————————— Dr. 

IDBPA/C ——————————————————————— Cr.

Party A/C (If any surplus) ————————————————— Cr. 
3.11. Mode of payment of Export bill under L/C

As per UCP 500, 1993 revision there are four types of credit. These are as follows:

a. Sight payment 

b. Deferred payment 

c. By acceptance 

d. Negotiation
a.   Sight Payment Credit:
In a Sight Payment Credit, the bank pays the stipulated sum immediately against the exporter's presentation of the documents.
b.
Deferred payment Credit:
In deferred payment, the bank agrees to pay on a specified future date or event, after presentation of the export documents. No bill of exchange is involved. In MTBL, payment is given to the party at the rate of D.A 60-90-120-180 as the case may be. But the Head office is paid at T.T clean rate. The difference between the two rates us the exchange trading for the branch.

	
	
	At Sight Payment Credit

	
	
	

	
	
	Deferred Payment Credit

	Payment methods under L/C
	
	

	
	
	Negotiation Payment Credit

	
	
	

	
	
	Acceptance Payment Credit


b.
Acceptance credit:
In acceptance credit, the exporter presents a bill of exchange payable to him and drawn at the agreed tenor (that is, on a specified future date or event) on the bank that is to accept it. The bank signs its acceptance on the bill and returns it to the exporter. The exporter can then represent it for payment on maturity. Alternatively he can discount it in order to obtain immediate payment.
c.   Negotiation Credit:
In Negotiation credit, the exporter has to present a bill of exchange payable to him in addition to other documents that the bank negotiates.

3.12. Export Financing: 

Financing exports constitutes an important part of a bank's activities. Exporters require financial services at four different stages of their export operation. During each of these phases' exporters need different types of financial assistance depending on the nature of the export contract. MTBL play a vital role in performing such jobs and help the businessmen's to carry on their business operation the activities are:-

I.
Pre-shipment credit, 

II.
Post-shipment credit.
Pre-shipment credit:
Pre-shipment credit, as the name suggests, is given to finance the activities of an exporter prior to the actual shipment of the goods for export. The purpose of such credit is to meet working capital needs starting from the point of purchasing of raw materials to final shipment of goods for export to foreign country. Before allowing such credit to the exporters the bank takes into consideration about the credit worthiness, export performance of the exporters, together with all other necessary information required for sanctioning the credit in accordance with the existing rules and regulations. Pre-shipment credit is given for the following purposes:
· Cash for local procurement and meeting related expenses. 
· Procuring and processing of goods for export. 
· Packing and transporting of goods for export,
· Payment of insurance premium. ^ Inspection fees.
· Freight charges etc.

An exporter can obtain credit facilities against lien on the irrevocable, confirmed and unrestricted export letter of credit in form of the followings:
1.
Packing credit
2.
Export cash credit (Hypothecation)
3.
Export cash credit (Pledge)
4.
Export cash credit against trust receipt.
5.
Back to back letter of credit.
6.
Credit against Red-clause letter of credit.
1.
Packing Credit:
Packing Credit is essentially a short-term advance granted by a Bank to an exporter for assisting him to buy, process, manufacture, pack and ship the goods. Generally for movement of goods from the hinterland areas to the ports of shipment the Banks provide interim facilities by way of Packing Credit. This type of credit is sanctioned for the transitional period starting from dispatch of goods till the negotiation of the export documents. Practically except for single transaction, most of the pre-shipment credits are allowed in the form of limits duly sanctioned by Bank in favor of regular exporters for a particular period. The drawings are required to be adjusted fully once within a period of 3 to 6 months. Suiting to the breed and nature of export, sometimes an exporter may also be allowed to avail a combined Cash Credit and Packing Credit limit wrtk fixed ceiling on revolving basis. But in no case the borrower would be allowed to exceed individual credit limit fixed for the purpose. The drawings under Export Cash Credit limits are generally adjusted by the drawing in packing credit limit, which is, in turn liquidated by the negotiation of export documents.

Charge Documents for Packing Credit: 

Banker should obtain the following charge documents duly stamped prior to disagreement:
i)
Demand Promissory Note
ii)
Letter of Arrangement
iii)
Letter of Lien of Packing Credit (On special adhesive stamp)
iv)
Letter of Disbursement
v)
Packing Credit Letter
Additional Documents for P.C.:

a)
Letter of Partnership along with Registered Partnership Deed in case of Partnership Accounts.

b)
Resolution of the Board of Directors along with Memorandum & Articles of association in case of Accounts of Limited Companies. In case of Corporation, Resolution of the Board Meeting along with Charter.

c)
Personal Guarantee of all the Partners in case of Partnership Accounts and a=of all the Directors in case of Limited Companies.

d)
An undertaking from the Directors of the Public Limited Company to obtain prior clearance from the Bank before declaring any interim/final dividend.
2.
Export cash credit (Hypothecation)
Under this arrangement, a credit is sanctioned against hypothecation of the raw materials or finished goods intended for export. Such facility is allowed to the first class exporters. As the bank has got no security in this case, except charge documents and lien on exports L/C or contract, bank normally insists on the exporter in furnishing collateral security. The letter of hypothecation creates a charge against merchandise in favor of the bank. But neither the ownership nor the possession is passed to it.

3.
Export cash Credit (Pledge)
Such Credit facility is allowed against pledge of exportable goods or raw materials. In this case cash credit facilities are extended against pledge of goods to be stored in the warehouse under bank's control by signing letter of pledge and other pledge documents. The exporter surrenders the physical possession of the goods under banks effective control as security for payment of bank dues. In the event of failure of the exporter to honor his commitment, the bank can sell the pledged merchandise for recovery the advance.
4. Export Cash Credit against Trust Receipt
In this case, credit limit is sanctioned against trust receipt (TR). Here also unlike pledge, the exportable goods remain in the custody of the exporter. He is required to execute a stamped export trust receipt in favor of the bank, he holds wherein a declaration is made that goods purchased with financial assistance of bank in trust for the bank. This type of credit is granted when the exporter wants to utilize the credit for processing, packing and rendering the goods in exportable condition and when it seems that exportable goods cannot be token into bank's custody. This facility is allowed only to the first class paty and collateral security is generally obtained in this case.
II.
Post Shipment Credit
This type of credit refers to the credit facilities extended to the exporters by the banks after shipment of the goods against export documents. Necessity for such credit arises,

as the exporter cannot afford to wait for a long time for without paying manufacturers/ suppliers. Before extending such credit, it is necessary on the part of to look into carefully the financial soundness of exporters and buyers as well as relevant documents connected with the export in accordance with the rules and regulations in force. Banks in our country extend post shipment credit to the exporters through: 

1.
Negotiation of documents under L/C;
2.
Foreign Documentary Bill Purchase (FDBP):
3.
Advances against Export Bills surrendered for collection
1.
Negotiation of documents under L/C
The exporter presents the relative documents to the negotiating bank after the shipment of the goods, A slight deviation of the documents from those specified in the L/C may raise an excuse to the issuing bank to refuse the reimbursement of the payment already made by the negotiating bank. So the negotiating bank must be careful, prompt, systematic and indifferent while scrutinizing the documents relating to the export.
2.
Foreign Documentary Bill Purchase (FDBP)
Sometimes the client submits the bill of export to bank for collection and payment of the BTB L/C. In that case, bank purchases the bill and collects the money from the exporter. MTBL subtracts the amount of bill from BTB and gives the rest amount to the client in cash or by crediting his account or by the pay order.

For this purpose, MTBL maintains a separate register named FDBP Register. This register contains the following information:
# Date
# Reference number (FDBP)
# Name of the drawer
# Name of the collecting bank
# Conversion rate
# Bill amount both in figure & in Taka.
# Export form number
# Export L/C number 
3. Advances against Export Bills surrendered for collection
Banks generally accept bills for collection of proceeds when they are not drawn under an L/C or when the documents, even though drawn against an L/C contain some discrepancies. The bank generally negotiates bills drawn under L/C, without any discrepancy in the documents, and the exporter gets the money from the bank immediately. However, if the bill is not eligible for negotiation, the exporter may obtain advance from the bank against the security of export bill. In addition to the export bill, banks may ask for collateral security like a guarantee by a third party and equitable/ registered mortgage of property.

3.13.
Export document checking
1.
General verification:

a) L/C restricted or not.

b) Exporter submitted documents before expiry date of the credit.

c) Shortage of documents etc.
2.
Particular verification:

a) Each and every document should be verified with the L/C.
3.
Cross verification:

a) Verified one documents to another.
After proper examination or checking of a described Export document bank may find following discrepancies:
General:
1.
Late shipment
2.
Late presentation
3.
L/C expired
4.
L/C over-drawn
5.
Partial shipment or transshipment beyond L/C terms.
Bill of exchange (B/E):
1.
Amount of B/E differ with Invoice.
2.
Not drawn on L/C issuing Bank.
3.
Not signed
4.
Tenor of B/E not identical with L/C.
5.
Full set not submitted.
Commercial Invoice (C/I):
1.
Not issued by the Beneficiary.
2.
Not signed by the Beneficiary.
3.
Not made out in the name of the Applicant
4.
Description, Price, quantity, sales terms of the goods not corresponds to the Credit.
5.
Not marked one fold as Original.
6.
Slipping Mark differs with B/L & Packing List.

Packing List:

1.
Gross Wt, Net Wt. & Measurement, Number of Cartoons/Packages differs with B/L.
2.
Not market one fold as Original.
3.
Not signed by the Beneficiary.
4.
Shipping marks differ with B/L.
Bill of Lading/ Airway Bill (Transport Documents);
1.
Full set of B/L not submitted.
2.
B/L is not drawn or endorsed to the Order of MTBL Bank Ltd.
3.
"Shipped on Board", "Freight Prepaid" or "Freight Collect" etc. notations are not marked on the B/L.
4.
B/L not indicate the name and the capacity of the party i.e. carrier or master, on whose behalf the agent is signing the B/L.
5.
Shipped on Board Notation not showing name of Pre-carriage vessel/intended vessel.
6.
Shipped on Board Notation not showing port of loading and vessel name (In case B/L indicates a place of receipt or taking in charge different from the port of loading).
7.
Short Form B/L
8.
Charter party B/L
9.
Description of goods in B/L not agree with that of Invoice, B/E & P/L
10.
B/L bearing clauses or notations expressly declaring defective condition of the goods and/or the packages.
Others:
1.
N.N. Documents not forwarded to buyers or forwarded beyond L/C terms.
2.
Inadequate number of Invoice, Packing List, and B/L & Others submitted.
3.
Short shipment Certificate not submitted.
While checking the export documents following things must be taken in consideration
L/C terms: 

Each aid every clause in the L/C must be complied with carefully and ensure the following:
1.
That the documents are negotiated within the L/C validity, It a credit expire on a recognized bank holiday its life is automatically become valid up to the next works day.
2.
That the documents value does not exceeds the L/C value.
Draft/ Bill of Exchange
Draft is examined under:

1.
Draft must be dated

2.
It must be made out in the name of the beneficiary's bank or to be endorsed to the bank.

3.
The negotiating bank must verify the signature of the drawer.

4.
Amount must be tallied with the Invoice amount.

5.
It must be marked as drawn under L/C No... Dated... Issued by...........Bank.
Invoice
It is to be scrutinized to ensure the following:
1.
The Invoice is addressed to the Importer
2.
The full description of merchandise must be given in the invoice strictly as per L/C.
3.
The price, quality, quantity, etc. must be as per L/C.
4.
The Invoice must be language in the language of L/C.
5.
No other charges are permissible in the Invoice beyond the stipulation on the L/C.
6.
The amount of draft and Invoice must be same and within the L/C value.
7.
If L/C calls for consular invoice, then the beneficiary's invoice is not sufficient.
8.
Number of Invoice will be submitted as per L/C.
9.
The shipping mark and number of packing list shown in the B/L must be identical with those given in the Invoice and other documents.
10.
The Invoice value must not be less than the value declared in EXP Forms.
11.
Invoice amount must be correct on the basis of price, quantity as per L/C.
12.
Invoice amount; indicate sale terms/ in co terms VIZ FOB, CFR, CIF etc.

13.
Consular Invoice must be stamped by the local consulate/embassy of the country to which the goods are imported.
Other documents
· Beneficiary statement
· VIS A/Export License issued by EPB
· Certificate of Origin
· Weight Certificate
· Packing List
· Inspection Certificate
Negotiating Bank will check the above documents whether it is as per L/C or not. If Negotiating Bank finds everything in order or as per export L/C; bank will negotiate the document and will disburse the generated fund as per Banks norms.
If the Negotiating Bank finds any discrepancies in the documents, they will send the documents on collection or they can negotiate under reserve by the request of the exporter or they can seek permission/Negotiation authority from issuing Bank to allow Negotiating Bank to negotiate the documents despite the discrepancies. L/C issuing Bank will inform the matter to buyer, if the buyer accepts the discrepancies mentioned by Negotiating Bank, issuing bank will authorize the Negotiating bank to negotiate the discrepant documents
Some definitions 

Nostro Account:
Nostro Account means “Our account with you”. The account that a home bank maintains with a foreign bank is known as Nostro account. For example, Dhaka Bank's US Dollar account maintained with City Bank NA New York, USA is NOSTRO Account of Dhaka Bank.

Vostro Account:

Vostro Account means "your account with us". The account maintained by a foreign bank is known as vostro account. We can term nostro account when referred to its account holder (foreign bank) by home bank as vostro account. For example, State Bank of India's taka account maintained with Dhaka Bank is a vostro account of Dhaka Bank. 
Loro account:
The term “Loro” is an Italian word meaning “their”. Loro account means "their account with them ". Account maintained by third party is known as Loro Account. This account may be either in foreign currency or home currency 
Bill of Exchange:
According to the section 05, Negotiable Instruments (NT) Act unconditional order signed by me maker, directing a certain person to pay [on or to the order of a certain person or to the bearer of the instrument. It may be either at sight or certain day sight. At sight means making payment whenever documents will reach in the issuing bank.
Proforma Invoice:
The “Proforma Invoice” is a memorandum of terms of a contract of sale wherein die seller gives the quotation to porenrial buyer.
Commercial Invoice:
A "Commercial Invoice" is the seller's bill for the merchandise. It is drawn up by the seller on his business letter-head and contains full details of the transaction including the full name and address of the consignee, quantity, quality, unit price and total price of the goods, complete reference of the letter of credit number, the relative import licence number and date, particular of packages and identification mark on the packages and goods, terms of trade FOB, CFR or GIF etc, details of freight charges, insurance premia and other charges. The name of the carrying vessel and date, port of discharge are also

recorded on commercial invoice. There is no standard form for commercial invoice. exporter designs his commercial invoice form. Usually a commercial invoice is required to be duly receipted and signed by the seller and is submitted in a set of at least '.copies.
Certificate of Origin:
A Certificate of Origin is a statement evidencing the origin of the goods and it is required m compliance with exchange control regulations in the importing country.
Packing List:
The exporter must prepare a packing list showing, item by item, the contents of the containers or cases to enable the importer of the goods to check the shipment. It should give description of the goods, net weight and gross weight, measurement etc. This helps in identifying the contents of specific packages and thus may facilitate assessment by the customs.
Bill of fading:
A bill of lading is a document usually stipulated in a credit when exporter dispatches the goods. It is an evidence of a contract of carriage, is a receipt for the goods and is a document of title to goods. It also constitutes a document that is or may be, needed to support an insurance claim.
3.14. Foreign Remittance Section
'Foreign remittance' means purchase and sale of freely convertible foreign currencies as admissible under Exchange Control Regulations of the country. That means transfer of find from one place to another place in foreign currency. Foreign remittances pay a significant role in contributing to the growth of overall foreign exchange business.
We see that there are two types of Foreign Remittance;

(
Foreign Inward Remittance
(
Foreign Outward Remittance 
Sources of inward Foreign Remittance:


I.
Export proceeds

II.
Remittance by emigrant Bangladeshi nationals working abroad

III
Commissions, fees etc. earned by local business people

IV.
Foreign loans and grants, donation and gift.
Sources of outward Foreign Remittance:
I.
Payment of import liabilities
II.
Payment of consular fees and commissions etc.
III.
Foreign travel quota through travelers cheque/ foreign currency
IV.
Educational expenses for students abroad/ medical expenses and other purposes
V.
All other payments sent abroad in foreign currency.
Foreign Inward Remittance
MTBL has established remittance arrangements with a number of exchange houses to facilitate wage earners to remit their money to Bangladesh. This bank has already been in operation with UAE Exchange Centre LLC, Wall Street Exchange LLC, Trust Exchange, Route of Asia money Exchange Ltd, Instant Cash and Bangladesh Money Transfer, Al Ahalia Exchange Bureau. The extensive branch network of these Exchange Houses has been largely helping Bangladeshi expatriates working in the UAE, UK, Qatar, and Oman to transfer their funds speedily and efficiently through online network. MTBL is exploring further avenues of remittance from other countries such as Saudi Arabia, Malaysia, USA and Italy in the near future.
The Foreign Remittance department of MTBL Dilkusha Branch is equipped with a number of foreign remittance facilities. Following are the types of foreign remittance facilities offered by MTBL Dilkusha Branch.

(
Issuance of Foreign Demand Draft (FDD) 

(
Collection of FDD

(
Open foreign currency account

(
Issuance of travelers Cheques (TC)

(
Endorsement
3.14.1. Foreign Demand Draft (FDD)
The foreign bank/exchange company on local bank usually issues foreign Demand Draft. ft is an order to pay a certain sum to a certain person or as his instruction, issued by the bank on its overseas branch or on its correspondent bank. The demand draft is handed over to the purchaser who sends it to the beneficiary. The beneficiary obtains payment on presentation to the bank on which the draft is drawn.
Encashment of FDD may take place in two ways-

1)
Issuance

2)
Sending for collection.
Issuance of FDD
MTBL issues the Foreign Demand Draft for the charges for TOEFL, SAT, GMAT, registration fee, membership fee and also for the application or processing fee for die student who are interested to study abroad. MTBL opens Student Files to issue Foreign Demand Draft following the permission of Bangladesh Bank. Before issuance of FDD, MTBL asks the students to fill up the TM Form; which contains the following particulars-
· Name of the student
· Full address of the student
· Amount of FDD in Foreign Currency
· c Purpose of Remittance
· Address of the Institution to which the FDD will be favored
· Country receiving payment
· Passport no. of the student with date of issue
· Signature of the student
The TM Form is sent to Bangladesh Bank with photocopies of the Passport of the student FDD issued.

(
Commission for issuance of FDD @ Tk.500. 

(
Commission for Cancellation of FDD @ Tk.500.

The following vouchers are passed for issuing FDD:

Party/ Cash A/C —————————————— Dr.

MTBL General A/C —————————————Cr.

Commission A/C (1% of total amount) —————Cr. 

VAT A/C (15% of commission) ————————Cr.
Collection of FDD: 
If a person has FC account with our branch and he received remittance from another bank then it is sent for collection to the branch of the bank on which it is drawn. It is sent to MTBL Head office through Bangladesh bank clearing house.
After receiving credit advice the following vouchers are passed.
MTBL General A/C————————————————Dr. 
Commission A/C—————————————————Cr. 
Charges A/C———————————————————Cr.
Party A/C ________________________________________ Cr
3.14.2. Open foreign currency account (FC)
All local and foreign banks in Bangladesh, who are authorized by Bangladesh bank to deal in foreign exchange, may maintain FC (Foreign Currency) accounts in die name of Bangladesh nationals or persons of Bangladesh origin working and earning abroad including self-employed Bangladeshi migrants.
There are several types of FC account. This are-
I.
Private foreign currency account 
II.
ERQ (Exporters retention quota account) 
III.
NFCD (Non-resident foreign currency deposit account) 
IV.
RFCD (Resident foreign currency account)
MTBL Dilkusha branch issues exporters retention quota account and resident & non​resident foreign currency deposit account. Before opening FC account the officer checked die following thing of the prospective account holder-
I.
The account holder is a Bangladeshi national.

II.
He is ordinarily resident abroad.

III.
He does not receive any foreign exchange from Bangladesh source.
Procedures of FC account:

a)
Account can be opened on bank prescribed form by person going abroad with attested photocopy of first 7 pages of valid passport and valid visa. Wage earners living abroad may open accounts by sending the account opening form duly filled in and attested by the Bangladesh mission abroad.

b)
Photocopy of work permit.

c)
Accounts may be opened in US dollar, Pound-sterling or Euro at the option of the prospective account holder desires.

d)
Accounts can be operated by the account holder or any other person in Bangladesh nominated in writing by the account holder to the bank.

e)
Where account is operated by nominee, letter of authority for operation by nominee is to be furnished by account holder along with three passport size photographs and specimen signature on signature card of nominee duly attested by account holder.

f)
Foreign currency instruments like bank drafts, traveler's cheques or bank notes can be deposited with the accounts. Deposits can also be made by sending remittance from abroad in the form of TT by account holders themselves. Over and above funds sent by other wage earners may be placed to the credit of such account.


g)
Funds m foreign currency account are freely transferable from one foreign currency account to any other foreign currency account at the request of account bolder or his nominee.
h)
Eligible persons may also open such FC account even after their return but within 6 (six) months of the date of return to Bangladesh.
3.143. Issuance of traveler's Cheque
For traveling purpose each person has a yearly foreign currency quota as follows:
	Particulars
	In cash
	In TC
	Total

	For outside SAARC countries
	$2000
	$1000
	$3000

	For SAARC
Countries 
	Byroad
	$500
	$500
	$1000

	
	By air
	$700
	$300
	$1000


The yearly quotas are mutually exclusive to each other. But for the FC A/C hold a special advantage is prevailing there and that is the person can get TC for any amount as much as his FC A/C balance permits.
First, the party will fill up the form (purchase agreement) and sign it. Again he will sign the T/M form. After that the banker will endorse the party's passport and ticket declaring the amount of foreign currency issued in cash and in the form of TC. Then the following vouchers are passed:

Party/ cash A/C —————————————— Dr.

MTBL General A/C ———————————— Cr.

Commission A/C (1% of total amount) ————— Cr. 

VAT A/C (15% of commission)———————Cr. 

Endorsement A/C (Taka 350)————————Cr. 

Income A/C (Taka 100 per passport)—————Cr.
Then, entry is made in the TC issue register. Original copy of the purchase agreement, photocopy of the ticket and passport are kept with the T/M form and the purchase agreement copy along with the TC, passport and ticket are handed over to the party after getting after getting his "received" signature in the TC issuing register.
Endorsement: 

MTBL endorses US Dollar in passports. To endorse US Dollar, the client has to apply in the prescribed from (TM Form).
The following entries are given in this regard:

Party/Cash A/C ——————————————— Dr.

Foreign Currency on Hand (Dollar) ——————— Cr.

Chapter – 4

LOAN CLASSIFICATION AND PROVISIONING
4.1 Loans and Advance department

Banking is essentially a business dealing organization with money and credit like all other business activities. Banks are profit - oriented organization. A bank invites its fund in many ways to earn more and more profit and most of its income is derived from loans and advances. Bank makes loans and advances to traders, Business persons, industrialists and many other persons against security of some cautions policy and sound lending principal in the matter of lending. MTBL grant loans in various sectors especially in industry, trade and commerce.
Types of bans and Advances
There may be different types of loans and advances given from the commercial banks.
Loans:
· One time disbursement
· Fixed validity/ expiry with regular number of installment that can be rescheduled 
· Installment could be monthly, quarterly or half yearly.
Types of Loans:
· Cash Credit Pledge
· Cash Credit Hypo
· Security Overdraft
(
Cash Credit:
A cash credit is an arrangement by which the customer is allowed to borrow many up to a certain limit. This permanent arrangement and the customers need not to draw the sanctioned amount of the money at a time. The borrower can draw the money when required. The borrower can put back any surplus amount, which he/ she may be affected frequently.

Interested is charged only to the amount withdrawn and not the whole amount sanctioned cash credit arrangement is usually divide into two ways such as:
·  Cash Credit Pledge
· Cash Credit Hypothecation
Cash Credit Pledge:
In case of cash credit pledge possession of the goods dealings to bank and ownership of the goods belongs to borrower and bank the possessions of the goods as primary security. The goods stored in go down under lock and key by direct supervision of the bank. Bank keeps some storage charge. If the borrower wants to sell any portion of the pledge goods he/she permission of bank with returning the value of the loan amount. It is therefore regarded as the most secured type of advance. Here margin is 50%.
Cash credit by hypothecation:
In case of credit hypothecation possession of the goods not transferred to the bank and therefore such and advance is no better then a clean loan, such an advance can thus only be granted to a person in whose integrity the banked has full confidence cash credit in the form of 'Hypothecation' is normally accompanied with mortgage of immovable properties. The pray/borrower possesses the lock and key of the down. In this case security keeps is land and building.
The formalities of opening cash credit:
The intending cash credit holder should submit the following documents and being fill-up properly.
· Stock report, rend receipt
· Trade license 
· Up to date income tax clearing certificate
· Charge Documents
· Letter of continuity
· Letter of arrangement
· DP (Demand Promissory) note
· Letter of guarantee
· Letter lien
· Limit sanctions advice
· Non- Encumbrance certificate

Observing the documents the bank authority prepares a CC proposal form that contains the following information.
· Nature of business
· Banking with MTBL
· Transaction with CD account by the client
· Allied deposit with SB/STD account
· Number of adjustments(s)[How many times the CC holder made his/her account nil that means debit balance equal to credit balance]
· Recycling it is the ration of total credit summation to the limit. If the ratio is higher it is better from banker's point of view.
· Turn over in the account
· By the encasement authority the bank holds the power to encase the FDR the encasement authority at any time in case of borrower's failure to repay the loan amount with interest in due time.
Based on the above mentioned information the dealing officer of the loans and advances department prepares recommendation about the prospect of granting the CC loan to the client.
(
Secured Overdraft:
Overdraft is an arrangement between the banker and the customer by which the letter is allowed to withdraw over his/her credit balance in the current account up to an agreed limit. Its transaction is done like current account. The borrower is permitted for draw and repays any number of items, provided the total amount overdrawn does not exceeds the agreed limit. Here the interest is charged only for the amount withdrawn over the limit, not for the whole amount.
4.2
Advances
· Unlimited cash withdrawal
· Unlimited credit/debit transaction
· Fixed Validity/expiry that can be renewed

Types of Advances
· Term loan
· Time loan
· Hose Building loan (General and staff)
· Transportation (car)
· Personal credit Scheme(For Staff)
· Project Loan/ Term loan:
Loan application form:
After receiving the loan application form the borrower the branch scrutinizes the application whether it is viable or not. Loan application form contains the following particulars amongst other detail below.
· Particular description of the project
· Nature of the project
· Detail information about the borrower
· Statements of assets and liabilities of the borrower with declaration
· Detail information about proposed product, machineries and manpower etc.
· Project cost and source of fund
· Market for the proposed project
Feasibility Report:
This report is provided by the borrower, which includes the following aspects of the project:
· Marketing aspect 
· Technical aspect financial aspect 
· Managerial aspect 
· Socio-economic aspect.

CIB Report:
Before making credit report to the head office the lending branch takes the credit information to the borrower from the CIB (Credit Information Bureau) of Bangladesh Bank and Other financial institutions. For obtaining this report the branch sends 'Inquiry form' to CIB duly filled in particulars of the borrower.
Project appraisal:
It is the reinvestment analysis don by banker before a project is approved. Project appraisal in the banking sector is needed for following reasons:
· To ensure repayment of the Bank finance
· To achieve the organization goals
· To establish industrialists in a country
The main tasks of the project appraisal are to justify the soundness of an investment by the banker by means of a capital and systematic of the different elements of the project.
For this purpose Banks use two types of analysis:
· Lending Risk Analysis (LRA)
· Spread Sheet analysis (SSA)
Lending risk analysis/Credit Risk Grading (CRG)
Bangladesh Bank issued a letter number BCD (p) 611/13/1290 dated 17-07-1994, which now makes it mandatory for the commercial Banks to implement the LR approach to credit analysis prior to extending credit facilities to a Borrower.
The modern concept of lending is 'purpose and production' oriented and not 'security' Oriented. The emphasis should be given not any security rather on his likelihood of repayment, the credit worthiness of the customer soundness and viability of the business etc.
The modern version of LRA is Credit Risk Grading Score (CRG), in this score sheet following risks are calculated:

(
Financial Risk (50%)

(
Business Industry Risk (18%)


(
Management Risk (10%)

(
Security Risk (10%)

(
Relationship Risk (10%)
Time loan/Loan (General)
Those loans which could not be categorized in any other category, generally falls in to this group. In case of loan the banks sanction some of money for a certain period of time. The entire amount is one time disbursement and paid in cash or credit loan A/C. The interest is charged on full sanctioned amount @ 15%. The bank generally sanctions loan to established industry. These types of loans are granted for capital expenditure such as purchase of land, constriction of factory building, purchase of new machinery and modernization of plant.
Transport/ Car Loans
This loan is given for buying bus, lunch, stemmer or car. This loan is repayable by quarterly installment. Insurance is required to be done against the vehicle.
House Building loan (General and Staff)
Generally house-building loan is providing into two sectors:
· Generally
· Staff
Naturally house-building loan is paid for the construction of commercial buildings, land owners etc. Procedures for sanctioning hose-building loan as follows:
· Application for sectioning loan
· Application properly filled-up for credit facilities supplied by the bank.
· Personal net worth statement each director
· Inquiry form
Required paper for sanctioning HB loan:
· Copy of general power of attorney
· Copy of material certificate
· Copy of engineer's estimate
· Copy of projected cash flow.

Documentation
Documentation is a retained statement of facts of proof or evidence arising out of particular transaction, which on placement may bind the parties there to answerable and liable to the court of law for sanction of the charge in question. In this connection Bank for the purpose of security take some charge document from the borrower.
Common compulsory documentation:
· A letter of acceptance about the terms and conditions laid down in sanction advice.
· DP note (Depending on the type of borrowers) 
· Letter of arrangements 
· CIB Report
Documents depending n the type of advance 

In case of loan:
· Letter of disbursement
· Letter of authority
· Letter of hypothecation
· Insurance policy
· Any other document as stated in sanction advice.
In case of cash credit:
· Letter of disbursement in case of renewed go down
· Letter of authority
· Letter hypothecation/Pledge
· Insurance Policy
· Letter of continuity
· Personal guarantee
· Any other document as stated in sanction advice.

In case of mortgage:
Loan disbursement has to be made after completion of documentation and observation of the sanctioning terms against rising of equity by sponsors as lay down. Each of loan disbursement to be supervised by bank official that the project and the phase of implementation of the project to be affectivity supervised and borrowers persuaded for completion of project in time. There are some important factors in the loan disbursement such as:
· Completion of documentation
· Verification of stocks.
· Registration receipt in original
· Chain of documents for title (Original if available)
· Up to date rent receipt
· Power of Attorney (If asked for)
· Legal opinion
· Valuation Certificate
· Location Plan etc/Site plan etc.
Monitoring, Follow-up and Supervision:
After the disbursement of the loan bank follows the borrower in the following manner:
· Constant Supervision
· Working Capital assessment
· Stock Report
· Break even analysis
· Rescheduling of repayment
· The borrowers behavior and turnover
· The information regarding the profitability, liquidity, cash flow  situation and trend in sales in maintaining various ratios.
Recovery
Loans and advance in whether from granted by the bank to its clients are repayable either on demand or t the expiry of the fixed period or as per repayment schedule agreed upon while granting the facilities. If any loan is not repaid then notices served to the customer. Sometimes legal actions also taken for recover the loan. The overdraft and cash credit is legally become immediately recoverable of at the position of the bank. Banks generally realize their advance under following cases:
· If death occur either of the borrower or the guarantor
· In the borrower is reported to have committed as Act of insolvency.
· Dissolution partnership
· Liquidation of the borrowing company
· Failure to renew documents sufficiently before the expire of the limitation
· Deterioration in the financial position of the party
· If the borrower fails to maintain the stipulated Merlin
· Change in the Bank's policy of lending
· The policy of selective credit control by Bangladesh Bank
Types of Loan
	
	Loan 
	

	
	(
	

	(
	
	(

	Unclassified Loan 
	
	Classified Loan


                   (
	(
	
	(
	
	(
	
	(
	
	(

	Superior 
	
	Good
	
	Acceptable 
	
	Marginal 
	
	Special Mansion A/C


                                                                  ( 

	(
	
	(
	
	(

	Substandard
	
	Doubt Full
	
	Bad & Loss


Figure: Types of Loan
Unclassified Loan: 

Superior Loan:
Those loans which are 100% cash covered and fully secured. For example, Loan against FOR.

Good Loan:
If the security is good, like house and land in expensive area i.e. Motijheel area then it is good loan.
Acceptable Loan:
The loan falls into this category if the security is acceptable like house and land in inside metropolitan city but not good place like Samoli area.
Marginal Loan:
If the security is not so good, like house and land outside city area and cheap like in Karanigonj, or the security is of third party's.
Special Mansion Account:
Those loans which needed special monitoring. 
Classified Loan:
In banking practice there are three types of classified loans. This classification is prepared based on the non-repayment with in particular time fame of the loan, this classification type has been developed by the Bangladesh Bank's rules and regulations.
Sub-Standard Loan:
If the borrower does not make any transaction with in 6 or 12 months (neither crediting nor withdrawing money) in his/ her loan account then it would be known as sub-standard loan.
Doubtful loan:
If the borrower does not make any transaction before 18 months and above (neither crediting nor withdrawing money) in his/ her loan account then it would be known as doubtful loan.
Bad or loss (BL) loan:
If the borrower does not make any transaction before 18 months and above (neither crediting nor withdrawing money) in his/her loan account then it would be known as doubtful loan.

Non Performing loan (NPL)
	
	Special Mansion A/C
	Sub-standard loan
	Doubtful loan
	Bad or loss loan

	Continuous loan or Advance
	3 month or 90 days
	6 month
	9 month
	12 month

	Loan up to 5
yrs
	3 installment (monthly or installment quarterly)
	6 month
	12 month
	1 8 month

	Loan over 5 yrs
	3 month (monthly installment)
	1 2 month
	1 8 month
	24 month


Figure: Non performing loan
Provision
If any borrower fails to pay his/her borrower amount the account is classified as sub​standard, doubtful and bad depending on the period of nonpayment. When the amount of classified loan is big the bank can not operate banking functions very smoothly. At that time bank required provision and then a proportion of net profit transfer to the provision. The main function of provision is to overcome bad and loss on one side, a big amount of provision is good, because the bank can operate banking functions and disburse to the new probable sector in the economy to develop the country and on the other hand a big amount of provision is bad, because the amount of reserve is small. As per latest BRPD circular no. 16/1998 Bangladesh Bank the length of overdue and reserve for provision for classified loans are given below:
Base of provision = Total outstanding amount-Interest suspense- 50% of the collateral security.

Bank Guarantee
According to the section 126 of contract Act guarantee can be defined as a contract to perform the premise of discharge of liability of a third person in case of his default. The person who gives the guarantee is called the 'Surety' the person in respect of whose default the guarantee is given the called 'the principal debtor' and the person to whom the guarantee is given is called creditor. It is an irrecoverable under taking to pay in case of certain eventually. Banks generally provide three types of guarantee.
· Bid Bond
· Performance Bond
Bid Bond (BB):
Bid bond is one type of guarantee given by the Bank. It is no fully secured guarantee. Bank takes full margin this type of guarantee.
Performance Bond (PG):
Performance guarantee is fully secured guarantee. Bank gives guarantee to the beneficiary that if the party fails to perform his/her work then Bank will take the liability.
	Interest on Loans and Advances
	2008

Taka
	2007

Taka

	Term Loans 
	645,495,889
	421,278,717

	General  Loans
	52,802,086
	34,499,666

	House Building Loans
	99,495,429
	80,418,778

	Home Loan refinance
	868,435
	3,889

	PAD
	256,613,558
	164,906,285

	LTR
	935,227,707
	794,475,820

	Demand Loan
	10,983,322
	3,843,673

	Lease rental income
	32,230,847
	31,126,779

	Consumer Financing 
	52,341,403
	6,905,833

	EDF Loan
	6,307
	

	Small enterprise financing 
	28,503,151
	2,929,219

	Staff loan against P. Fund Loan
	791,258
	450,947

	Cash Credit
	582,709,221
	451,551,061

	Credit Card
	453,744
	

	MTTB Digon
	42,251
	

	Microfinance 
	60,188
	

	MTTB Life line
	219,265,
	

	MTTB Doctors Loan
	11,501
	

	Loan Against Rural Credit
	445,313
	

	Best invest Loan
	3,783,001
	5,025,460

	Overdraft 
	404,605,892
	344,141,900

	IFDBC
	971,176
	4,351,821

	IBP
	491,657
	247,743

	IDBP
	310,116,387
	259,030,462

	FDBP
	18,051,596
	6,475,227

	
	3,437,320,583
	2,611,643,280

	Interest on Balance with other Banks and Financial Institutions 
	
	

	Interest  on Balance with other Banks  in Bangladesh
	57,253,471
	168,671,470

	Interest  on Balance held with outside Bangladesh
	19,830,000
	25,000,000

	
	77,083,471
	193,671,470

	Interest Paid on Deposits & Borrowings etc. 
	
	

	Interest on Deposits and other accounts (2201)
	2,695,254,716
	2,235,638,547

	Interest on Borrowings form other Banks and financial Institutions
	97,329,506
	56,718,984

	
	2,792,584,222
	2,292,357,531

	Interest on Deposits and other accounts 
	
	

	Savings Deposits 
	116,407,776
	80,514,331

	Short Term Deposits 
	93,189,295
	25,967,831

	Fixed Deposits 
	2,247,620,332
	1,965,389,628

	Deposit Products
	238,037,313
	163,766,757

	
	2,695,254,716
	2,235,638,547

	Income from Investments 
	
	

	Interest on Treasury Bills 
	201,368,964
	149,733,504

	Interest on Treasury Bonds 
	244,372,452
	​_

	Reverse REPO
	525,412
	4,056,731

	Interest on Bonds 
	_
	959,459

	Gain on Investment in shares by Merchant Banking 
	1,427,334
	4,021,867

	Dividend on Investment in Shares 
	5,656,000
	3,643,200

	Other Investment 
	988,177
	_

	
	454,838,339
	162,414,761
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ACCOUNTS DEPARTMENT
5. Accounts Department 

Accounts department is called the nerve centre of the bank. In banking business, transaction is done every day & this transaction is to be recorded properly & systematically as the banks deal with the depositors money. Any deviation in proper recording may hamper public confidence and the bank has to suffer a lot otherwise. Improper recording transaction ill lead to the mismatch in the debit side & credit side. To avoid this mismatch in passing voucher or wrong entries or forgery.
Besides the above, the bank has to prepare some internal statement & some statutory statement which to be submitted to the central bank. Accounts department prepare this statement also. The department has to some statements to the head office, which is also consolidated by the head office later on. The tasks of the department may be seen in two different angles:
1.   Daily Task:
The routine daily tasks of the accounts department are as follows:
a.
Recording the transaction in the cash book.
b.
Recording the transaction in general and subsidiary ledger
c.
Preparing the daily position of the branch comparing the deposit and cash.
d.
Preparing the statement of affairs showing all the assets & liabilities of the branch as per general ledger and subsidiary ledger.

e.
Making payment of all the expense of the branch.

f.
Recording inter-branch fund transfer and providing accounting treatment in this regard.

g.
Checking whether all the voucher are correctly passed to ensure the conformity with the activity report if otherwise making it correct it correct by calling the respective officials to rectify the voucher.

h.
Recording of the vouchers in the voucher register.

i.
Packing of the correct vouchers according to the debit Voucher Register and the credit voucher.

2.   Periodical Task: 

The routine periodical tasks performed by the department are as follows-
a.
Preparing the monthly salary statements for the employees.
b.
Publishing the basic data of the branch.
c.
Preparing the weekly position of the branch which is sent to the head office to maintain Cash Reserve Requirement (C.C.R) 
d.
Preparing the monthly position for the branch which is sent to the head office to maintain Statutory Liquidity Requirement (S.L.R) 
e.
Preparing the weekly position for the branch comprising of denomination wise statement of cash in tills. 
f.
Preparing the weekly position for the branch comprising of the break up of sector wise deposit, credit etc. 
g.
Preparing the quarterly statements where SBS-2 shows "classification of deposits under wage earners' scheme and withdrawals from deposit account" and SBS-3 shows "classification of advance (excluding inter bank) and classification of bills purchased and discounted" during the quarter, 
h.
Preparing the budget for the branch by fixing the target regarding profit and deposit so as to take necessary steps to generate and mobilize deposit, 
i.
Preparing an Extract which is a summary of all the transactions held among the accounts of all the branches.
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MTB Five Years At A Glance
Figure in million Taka
	#
	ITEMS
	2008
	2007
	2006
	2005
	2004

	1.
	Authorized Capital
	3900.00
	1000.00
	1000.00
	1000.00
	1000.00

	2.
	Paid up Capital
	1496.88
	950.40
	864.00
	720.00
	600.00

	3.
	Shareholder's Equity
	2044,30
	1904,80
	1560,94
	1217,55
	970.5

	4.
	Total Capital 

(Core + Supplementary)
	2888.33
	2114.53
	1705.97
	1335.08
	1030.38

	5.
	Total Assets
	38964.94
	25983.92
	19306.99
	15931.03
	9037.53

	6.
	Total Deposits
	33820.41
	22264,05
	16098,54
	13164,13
	7163.67

	7.
	Total Loans & Advance
	28529.33
	18591.52
	14373.26
	11692.97
	5904.18

	8.
	Total Investments 
	3956.53
	2821.62
	2495.98
	1376.21
	996.06

	9.
	Export
	18282.0
	13943,2
	8810.00
	5924.00
	3513,92

	10.
	Import 
	24866.06
	26255.29
	17660.0
	17355.90
	11284.4

	11.
	Total Contingent Liabilities
	10916.1       
	9671.39
	7498.27
	5474.58
	3887,90

	12.
	Operating Income
	1188.34     
	1384.86
	877.01
	686.00
	489.15

	13.
	Operating Expenditure
	424.48
	315.39
	225.17
	179.06
	118.09

	14.
	Profit before provision & tax
	763.85
	969.47
	651.85
	506.94
	371.07

	15.
	Net profit after provision & tax
	210.80
	478.28
	336.17
	247.19
	190.34

	16.
	Total provision maintained             
	603.43        
	239.98
	145.00
	117.50
	60.00

	17.
	Earning assets
	33944.60
	23575.8
	17419.05
	14779.16
	8300.61

	18.
	Non-interest earning assets
	3710.93
	2642.16
	1887.95
	1151.87
	736.92

	19.
	Earnings per Share (In Taka)
	21.12
	47.93
	35.37
	34.33
	43.37

	20.
	Book value per Share (Li Taka) 
	204.86
	200.42
	180.66
	169.10
	161.73

	21.
	Dividend – Cash
	-
	20%
	14%
	-
	-

	22.
	Dividend- Bonus Share
	25%
	1 5%
	10%
	20%
	20%

	23.
	Return on equity (ROE)
	10.31%
	23.11%
	22.00%
	20.30
	19.62%

	24.
	Return on assets (ROA)
	.75%
	1.82%
	1.78%
	1.555
	2.1 1%

	25.
	Classified loans as % of total loans & advance
	2.39%
	1.03%
	Nil
	Nil
	Nil

	26.
	Landing-Deposit ratio
	91.55%
	83.50%
	89.28%
	88.82%
	82.42%

	27.
	Capital adequacy ratio
	10.19%
	11.83%
	12.55%
	11.87%
	17.33%

	28.
	Price earning ratio (Times)
	28.24
	7.14
	11.12
	17.10
	5.14

	29.
	No. of Brandies
	30
	25
	20
	16
	13

	30.
	No. of Employees
	578
	470
	376
	298
	228



[image: image2.emf] 


Chapter – 7

RECOMMENDATION AND CONCLUSION
7. Recommendation & Conclusion
7.1 Recommendation
· Banking is a service oriented organization. Its business profit depends on its service quality. That's why the authority always should be aware about their service quality.
· To provide service to the customer it is necessary to have a trained team of an organization of an institution. For this reason the Bank should recruit more fresh, bright and energetic person. In this case the Bank can consider MBA, BBA, MBM and etc.
· The bank has a provision for internship program, but it is not well organized. Although the officials are very careful and co-operative with the interns, the authority should be more structured. If they can properly make them trained it will be very fruitful to recruit them. Because they learn overall banking in the internship period, so from the beginning of the job they can work as experienced persons. It is also very important that they should give an honorarium to the intern.
· Now a day's world is going very fast. MTBL should started credit card facility. 
· One of the business strategies is promotion. Successful business depends how they can promote their products of services to the customer. That is why, to improve the business bank should introduce more promotional programs. 
· All the clients are not in favor of introducing system, if possible the rule of introducing to pen and account should be changed. Because many people face in problem to arrange an introducer in the time of opening accounts.

7.2
CONCLUSION
Mutual Trust Bank Limited (MTBL) is a third generation private commercial bank in the country with commendable operating performance directed by the mission to provide prompt and different services to clients. MTBL successfully celebrated its eight years of operation. It provides a wide range of commercial banking services MTBL has achieved success among its peer group within a short span of time with its professional and dedicated team of management having long experience, commendable knowledge and expertise in conversation with modern banking. MTBL Is engaged modern banking. The management of the bank is maintaining an efficient portfolio in order to have a healthy worth and retain customer satisfaction. The management of the bank is planning to meet the required capital adequacy withering the stipulated time frame, and a loan and advance policy that expected the loan loss provisioning in the future will be within tolerable limit having little material impact on the future profitability as well as net worth. MTBL aspire to be the most admired financial institution in the country, recognized as a dynamic, innovative and client focused company, that offers overall array of products and services geared for excellence and create an impressive economic value. MTBL has adequate modem technology to meet its present requirement and it proceeding aggressively to enhance its technology level.
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