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This internship program was my on the job exposure and provided me with learning experience and knowledge in several areas. During the first few weeks of my internship period, I was able to get accustomed to the working environment of Islami Bank Bangladesh Limited. As the internship continued, I was not only learned about the activities and operations of correspondent Bank, but also gathered some knowledge about the basic business of banking in first one month of my internship period. 

Islami Bank Bangladesh Limited pursues decentralized management policies and adequate work freedom to the employees. This result in less pressure for the workers and acts as a motivational tool for them, also gives them encouragement and inspiration to move up the ladder of success. Overall, I have experienced a very friendly and supporting environment at Islami Bank Bangladesh Limited, which gave me the pleasure and satisfaction to be a part of them for a while. 

While working in different departments of IBBL, Farm gate Branch, I have found each and every employee is friendly to me to co-operate. They have discussed in details about their respective tasks. I also participated with their works. So I have learnt the Banking operations of three departments of Islami Bank Bangladesh Limited: 

(1) General Banking,

(2) Investment, and

(3) Foreign Exchange. 

While making this report I have tried to discuss all the activities of the Bank is now performing and the activities I have focused on their nature. 

1.1 Origin of the Report: 

The report named “Evaluation of General Banking, Investment and Foreign Exchange Operations of Islami Bank Bangladesh Limited” was offered by Islami Bank Bangladesh Limited on July 30, 2006 as a requirement for the completion of the MBA Program of Department of Accounting and Information Systems of University of Dhaka.    

The primary goal of this Internship Program is to provide the internee student with the job experience by orienting the internee student with the organization and an opportunity for the internee student to relate the theoretical conceptions in the real business environment. This Internship Program covers a training period of two weeks in Islami Bank Training & Research Academy (IBTRA) and eight weeks in organizational attachment. The duration of the internship attachment with the organization was from August 1, 2006 to September 25, 2006. 

1.2 Statement of the problem:

Bangladesh is one of the developing and largest Muslim countries in the world. So the people of Bangladesh like Islam from the core of heart. The overall condition of the country depends on the economic development. Banking system plays an important role of economic development. But the Muslim should operate the banking activities to Islamic Shariah i.e. in an interest free way. In this situation through Islami Bank, the people of Bangladesh can operate their banking transaction in interest free way. As well as general banking, investment and foreign exchange transaction is a major part of banking operation. This is because we can earn a lot of foreign currency through foreign exchange transaction. But for some problems of foreign exchange operations, it is not running smoothly in IBBL as well as in the whole banking sector of the country. So the present study is to identify these problems and to find out prospects of this sector by removing these problems.    

1.3 Rationality of the study:     

Bank is the heart of the economics and banking is the blood circulation of country’s economic growth. Banks perform a significant role to serve the needs of the society in different sectors, such as: capital formation, large scale of production, industrialization, growth of trade and commerce etc. and banks are contributing a lot of aspect. 

Islami Bank Bangladesh Limited has already emerged as one of the world wide recognized banks due to its foreign exchange and foreign trade trend according to the principles of Islamic Shariah. Islamic banking is a new diminution of interest free banking where ‘Riba’ or interest is strictly prohibited. So I have tried to represent their performance and problems and prospects on the ground of general banking, investment and foreign exchange.

1.4 Objectives of the study: 

The objectives of this research paper given below:

1. Evaluation of general banking, investment, foreign exchange operation of IBBL.  

2. To acquire practical knowledge about the overall activities if IBBL. 

3. To cover a comprehensive analysis of foreign exchange operations of Islami Bank Bangladesh Limited.
4. To study and understand the various services offered by this bank to its clients.
5. To study how IBBL has maintained growth in its banking business by maintaining and enhancing its relationship with its clients.
6. To highlight the problems and necessary recommendations to overcome the problems. 
7.  To know the performance of IBBL in every aspects. 
1.5 Scope of the study: 
The scope of the study includes problems and prospects of general banking, investment and foreign exchange of Islami Bank Bangladesh Limited. 

Islami Bank Bangladesh Limited has 170 branches at present. Among those 37 branches are Authorized Dealer (AD) to perform foreign exchange and foreign trade activities. The study on mentioned topic was conducted at Farmgate Branch of IBBL at Farmgate with a view to find out the problems and prospects of general banking, investment and foreign exchange of Islami Bank Bangladesh Limited. 

1.6 Sources and methods of data collection:
Both primary and secondary sources have been utilized for collecting necessary data to scrutinize IBBL. Primary sources include face-to-face interview with respective officers in General Banking, Investment & Foreign Exchange department. Secondary sources consist of several reading materials, such as journals, brochures, and annual reports.

1) Primary sources:

(A) Official record.

(B) Oral and informal interview of officers and employees in IBBL.

(C) Informal interview with Importers/Exporters.

2) Secondary Sources:

(A) Annual report of IBBL.

(B) Printed forms and documentation supplied by IBBL.

(C) Booklets of international division of IBBL.

(D) Central accounts department.

(E) Relevant books, journals, booklets etc.

1.7 Limitations of the study:  

One of the crucial limitations is time constraint. As I posted in the IBBL Farmgate Branch, so it was difficult for me to collect related documents and necessary data. Finally, lack of previous experience in this area was another limitation. Except these there are many points, those are given below:

· Import/Export department some times is very confidential, so getting adequate relevant information is difficult.

· Unavailability of sufficient written documents as required making a     comprehensive study.

· In many cases up to date information is not published.

· Incomplete and obscure data are also limitation.

· Because of the unwillingness of the busy key persons, necessary data collection became hard.

Chapter: Two 

An overview of Islamic Bank Bangladesh Limited (IBBL)

2.1 Introduction:

Allah has forbidden investing or earning on the basis of interest (Riba). It means interest (Riba) is harem according to Quran and Sunnah. So every sort of transaction must be free from Riba. But not only in Bangladesh but also over the world all the banks are working basing on interest. As it is Haram in Islam the Muslim scholars thought a plan to establish a banking system that is free from interest and will work on the basis of profit‑loss sharing. Then depending on this thought, it is decided to establish Islamic banks through the whole world to protect every one from this curse. So Islamic banks are working on the basis of Islamic Shariah that is free from interest.

2.2 Definition of an Islamic Bank: 

An Islami Bank is a financial institution that operates with the objective to implement and materialize the economic and financial principles of Islam in the banking arena. 

The Organization of Islamic Conference (OIC) defined an Islamic Bank as a financial institution whose statutes, rules and procedures expressly state its commitment to the principles of Islamic Shariah and to the banking of the receipt and payment of interest on any of its operation.

According to Islamic banking Act 1983 of Malaysia, and Islamic Bank is a company which carries on Islamic Banking Business Islamic Banding business means banking business whole aims and operations do not involve any element which is not approved by the religion Islam.

2.3 Characteristics of Islamic banks:

1. It is a financial institution.

2. It is a business institution.

3. It operates its business activities free from interest.

4. It is run according to rules and regulations formed and amended by Shariah Council.

5. Islamic bank means not business product but running business through money.

6. It is profit‑loss sharing business organization.

7. It provides loan as Quard Hashanah for social welfare.

8. It gives Zakat on its capital according to Islamic Shariah.

9. It leads all of its transaction according to Islamic law.

10. No form of work is done which is in Islamic etc.

2.4 Necessity of Islami Bank: 

The objective of Islamic banking is not only to earn profit, but also to do good and welfare to the people. Islam upholds the concept that money, income and property belong to Allah and this wealth is to be used for the good of the society. 

Islamic banks operate on Islamic principles of profit and loss sharing, strictly avoiding interest, which is the root of all exploitation and is responsible for large-scale inflation and unemployment.

Islami bank is committed to do away with disparity and establish justice in the economy, trade, commerce and industry- build socio-economy infrastructure and create employment opportunities.

2.5 Mission of the Bank:  

To establish Islamic Banking through the introduction of a welfare oriented banking system and also ensure equity and justice in the field of all economic activities, achieve balanced growth and equitable development through diversified investment operations particularly in the priority sectors and less development areas of the county. To encourage socio-economic development and financial services to the low-income community particularly in the rural areas.

2.6 Vision of the Bank:  

The vision of IBBL is to always strive to achieve superior financial performance, be considered a leading Islamic Bank by reputation and performance. 

· To establish and maintain the modern banking techniques, to ensure the soundness and development of the financial system based on Islamic principles and to become the strong and efficient organization with highly motivated professionals, working for the benefit of people, based upon accountability, transparency and integrity in order to ensure stability of financial system. 

· Try to encourage savings in the form of direct investment 

· Try to encourage investment particularly in projects, which are more likely to lead to higher employment. 

2.7 Objective of the Bank: 

· To conduct interest-free banking.

· To establish participatory banking instead of banking on debtor-creditor relationship.

· To invest through different modes permitted under Islamic Shariah.

· To accept deposits on profit-loss sharing basis.

· To establish a welfare-oriented banking system.

· To extend co-operation to the poor, the helpless and the low-income group for their economic development.

· To play a vital role in human development and employment generation.

· To contribute towards balanced growth and development of the country through investment operations particularly in the less developed areas. 

· To contribute in achieving the ultimate goal of Islamic economic system. 

2.8 Islami Bank Bangladesh limited: (IBBL)

Islami Bank Bangladesh limited was incorporation on 1.3.1983 and received its Banking License on 28.03.1983. IBBL started functioning on 30.03.1983. The authorized capital of the Bank is TK. 50.00 crores and paid up capital is TK 32.00 Crores.

Inspired by the success of Islami Bank Bangladesh Limited 5 other Islamic Banks namely- Al-Baraka Bank, Social Investment Bank Al-Arafat Islami Bank, Faisal Bank and Exim Bank have been established in Bangladesh. Prime Bank has established Islamic Branches.

2.9 Historical background of IBBL: 

In August 1974, Bangladesh signed the Charter of Islamic Development Bank and committed itself to reorganize its economic and financial systems as per Islamic Shariah. In January 1981, the president of Bangladesh, the then, while addressing the 3rd Islamic Summit Conference held at Mecca and Taif suggested, “ The Islamic countries should develop a separate banking system of their own to facilitate their trade and commerce.”

This statement of the president indicated favorable attitude of the government of the People’s Republic of Bangladesh towards establishing Islamic banks and financial institutions in the country. Earlier in November 1982, Bangladesh Bank, the country’s central Bank, sent a representative to study the working of several Islamic Banks abroad. 

In November 1982, a delegation of IDB visited Bangladesh and showed keen interest to participate in establishing a joint venture Islamic Bank in the private sector. They found a lot of work had already been done and Islamic banking was in a ready form for immediate introduction. Two professional bodies Islamic Economics Research Bureau (IERB) and Bangladesh Islamic Banker’s Association (BIBA) made significant contributions towards introduction of Islamic banking in the country. 

They came forward to provide training on Islamic banking to top bankers and economists to fill up the vacuum of leadership for the future Islamic banks in Bangladesh. They also held seminars, symposia and workshops on Islamic economics and banking through out the country to mobilize public opinion in favor of Islamic banking.

Their professional activities were reinforced by a number of Muslim entrepreneurs working under the aegis of the then Muslim Businessmen in society (now reorganized as industrialist & Businessmen Association). The body concentrated mainly in mobilizing equity capital for the emerging Islamic Banks. 

At last, the long drawn struggle, to establish an Islamic bank in Bangladesh becomes a reality. Islami Bank Bangladesh Limited was established in March 1983. In which 19 Bangladeshi nationals, 4 Bangladeshi institutions and 11 banks, financial institutions and government bodies of the middle east and Europe including IDB and eminent personalities of the kingdom Saudi Arabia joined hands to make the dream a reality.  

2.10 Islami Bank Bangladesh Limited at a glance (As on 31st December, 2005): 

1. Date of incorporation 




: 13.03.83

2. Date of receiving Banding license 



: 28.03.83

3. Date of incorporation of first branch (Local office Dhaka) 
: 30.03.83.

4. Formal inauguration 





: 12.08.83

5. Zone







: 6

6. Authorized capital 





: 5000 million

7. Share of capital 
: a) Local-share holders


: 42.12%



                      
              b) Foreign share holders

: 57.88 % 


8. Paid -up capital





: 2820.00


9. Equity (31/6/2004)





: tk. 6130.36 million


10. Branches 






:170

11. Deposit (30/6/2005) 




: tk. 107,779.50 million

12. Investment (30/6/2005) 




: tk. 179,465.76 million

13. Foreign Exchange Business (30/6/2005) 


: tk. 110059.00 million

14. Number of employee (30/6/2005)



: 6068

15. Shareholder (30/6/2005)




: 15741

2.11 Shariah Council: (SC)

Shariah Council of the bank is playing a vital role in guiding and supervising the implantation and compliance of Islamic Shariah principles in all activities of the bank since its very inception. The council, which enjoys a high status in the structure of the bank, consists of prominent ulema, reputed banker, renowned lawyer and eminent economists.

Members of the Shariah Council meet frequently and deliberate on different issues confronting the bank on Shariah matters. They also conduct Shariah inspection of branches regularly so as to ensure that the Shariah principles are implemented and complied with meticulously by the branches of the bank.   

2.12 Objectives of Shariah Council:  

· The functions of the council are to offer views and opinions on matters related to the bank from time to time. The council may require any paper document from the bank and examine the same to see whether it is according to see whether it is according to Islamic principles. 

· The shariah council assists the Board of Directors by advising them on matters related to shariah.

· The opinion of the majority of members is taken as the opinion of the council provided that the said opinion is supported by at least three Muftis of the council.

· The council maintains its secretariat and a well-equipped library as the Head Office of the bank where it keeps proper records of all of its proceedings and decisions.

· The council elects a chairman and a secretary from amongst them. The chairman will normally preside over the meetings. In his absence the members present elect one of them to preside over the meetings. 

· The council may whenever it thinks necessary, constitutes a sub committee to help the council.

· The council issues Shariah Certificate in the Annual Report of the bank.

2.13 Profit and Riba: 

Profit : Profit on loss comes from investment in business activities. Profit is the result of ownership transaction and risk following the fours stages:


· Transformation through Bai /Buying Selling of goods.

· Risk of Transformation and Ownership.

· Other Condition of Shariah.

· Result-Profit on loss

Profit is the difference between the value of production and the cost of production which is Halal according to Islami Shariah

Riba/Interest : Interest come from loan, credit, advance of money. The word used by the Quran concerning "Interest" is Riba. The literal meanings of Riba are money increase, increase of anything or increment of anything from its original amount. 

From the Islamic Shariah point of view, Riba is Haram.

2.14 Comparison between Riba and Profit:

	Riba
	Profit

	1.
One goods-fungible
	1.
Two goods

	2.
Loan-Ownership retained
	2.
Ownership Exchanged

	3.
Excess-without exchange value
	3.
Equity of Value

	4.
No transformation
	4.
Transformation

	5.
No Risk of Transformation and ownership
	5.
Risk home

	6.
No relation with result imposed
	6.
Is the result 

	7.
Certain
	7.
Uncertain


2.15 Conventional banking Vs. Islamic banking: 

Conventional banking is essentially based on the debtor creditor relationship between the depositors and the bank on the hand and between the borrowers and the bank on the other. Interest is considered to be the price of credit, reflecting the opportunity cost of money.

Islam on the other hand, considers a loan to be given or taken, free or charge, to meet any contingency. Thus in Islamic banking, the creditors should not take advantage of the borrower.

For the interest of the readers, the distinguishing features of the conventional banking and Islamic banking are shown in terms of a box diagram as shown below:   

	Conventional Banks
	Islamic Banks

	1. The functions and operating modes of conventional banks are based on manmade principles.
	1. The functions and operating m9odes of Islamic banks are based on the principles of Islamic Shariah. 

	2. The investor is assured of a pre determined rate of interest.
	2. In contrast, it promotes risk sharing between provider of the capital (investor) and the user of the funds (entrepreneur). 

	3. It aims at maximizing profit without any restrictions. 
	3. It also aims at maximizing profit but subject to Shariah restrictions. 

	4. It does not deal with zakat. 
	4. In the modern Islamic banking system, it has become one of the service oriented functions of the Islamic banks to collect and distribute zakat. 

	5. Lending money and getting it back with interest is the fundamental function of the conventional banks.
	5. Participation in partnership business is the fundamental function of the Islamic banks.

	6. Its scope of activities is narrower when compared with Islamic banks.
	6. Its scope of activities is wider when compared with a conventional bank. It is in effect a multi purpose institution. 

	7. It can charge additional money (compound rate of interest) in case of defaulters. 
	7. The Islamic banks have no provision to charge any extra money from the defaulters.  

	8. In it very often banks own interest becomes prominent. It makes no effort to ensure growth with equity.
	8. It gives due importance to the public interest. Its ultimate aim is to ensure growth with equity. 

	9. For interest based commercial banks, borrowing from the money market is relatively easier.
	9. For the Islamic banks, it is comparatively difficult to borrow money from the money market.  

	10. Since income from the advances is fixed, it gives little importance to developing expertise in project appraisal and evaluations.
	10. Since it shares profit and loss, the Islamic banks pay greater attention to developing project appraisal and evaluations. 

	11. The conventional banks give grater emphasis on credit worthiness of the clients. 
	11. The Islamic banks, on the other hand give grater emphasis on the viability of the projects.

	12. The status of a conventional bank, in relation to its clients, is that of creditor and debtors.
	12. The status of Islamic bank in relation to its clients is that of partners, investors and trader.

	13. A conventional bank has to guarantee all its deposits.
	13. Strictly speaking and Islamic bank cannot do that. 


2.16 IBBL’s World Rating:

As per Banker’s Almanac (January 1999 edition) published by the Reed Business information, Windsor Court, England, IBBL’s world rank is 1902 among 4500 banks selected by them. IBBL’s country rank is 5 among 39 banks as per ratings, made by the above Almanac on the basis of IBBL’s financial statements of the year 1997. 

World ranking of IBBL amongst top 3000 International Banks:

	Serial No.
	Year
	World rating

	1
	1994
	1447

	2
	1995
	2314

	3
	1996
	2303

	4
	1997
	2262

	5
	1998
	2119

	6
	1999
	2100

	7
	2000
	1999

	8
	2001
	1902

	9
	2002
	1771

	10
	2003
	1755

	11
	2004
	1581


Source: The Bankers Almanac: World Ranking Road Business Information, U.K. 

Chapter: Three 

GENERAL BANKING OF IBBL
3.1 Introduction:

General Banking is the heart of Banking. Here money collection procedure occurs. Other services, like cheque encashment, account transfer; account closing, bills and remittance are given here. So general banking is the most important thing in banking service.

3.1.1 Procedures: 

1. Issuance of token, Maintenance of subsidiary day Book, writing of day Book, balancing of Ledger.

2. Opening of A/c Mudaraba Savings A/cs Mudaraba term deposit A/c Al‑Wadiah current A/cs, Mudaraba Hajj saving A/cs, writing of A/c opening registers and issuance of pass book and cheque Book.

3. Maintenance of current A/c ledgers, deposit ledger and TDR ledger and operation of computer.

4. Writing of transfer scroll, statement of current A/cs and deposit A/c and Hajj deposit A/c pass book.

5. Bills: Outward & inward Bills (OBC & IBC) and clearing.

6. Remittance: Issuance and payment of DD, TT, PO etc.

7. Writing of clean cash Book and posting of General Ledger and checking of computer final sheets with General Ledger.

8. Maintenance of charges, suspense and sundry deposit A/c, maintenance of dead stock and stationery articles registers.

9. Schedule Telegram and preparation of General ledger A/c statement.

10. Establishment: Preparation of Salary, pay sheet, LPC, maintenance leave register, personal files and method of correspondence and payment of income tax.

11. Reconciliation of General A/c.

3.2 Dispatch:

3.2.1 Inward:

1. Inward mail, other than those which are registered, marked confidential and addressed personally to same official, may be opened by an authorized member pf staff who should enter in the inward mail register and mention serial number of the mail register on the letter/ paper received, affix "Received" date stamp on it and delivery the same to the concerned officials against acknowledgment. 


2. Letters addressed personally to any official shall be opened by the address only.

3. Registered mails and mails marked confidential will be opened by an officer or management in small branches. All these letters shall however entered in the inward mails registers.

4. Stop payment instructions and court orders shall be received authorized officials who will immediately note date & time on it and take necessary steps.

3.2.2 Outward: 

1. Outward letters must bear serial number and entry in the register with name and address.

2. Each typist will maintain a typist master file and dispatch Clark also maintain a separate master file for future record.

3. Local letters may be delivered through peon book. If the area is large and letters are many in number service of post-office may be utilized.

4. Letters dispatched must be entered in the outward mail register and bear proper postal stamps, if sent through post office.

5. Remarks such as ‘Urgent’ ‘By Airmail’ ‘Register' 'Registered with A/D' 'Confidential' etc. must appear on top of the letter as well as envelop.

6. If the letters are sent by registered post or courier service, postal receipt/ courier receipt must be maintained by the dispatch department in a file. Similarly acknowledgments received back should be maintained in the file.

7. If any telegram is sent by any branch, a copy of the message duly signed by authorized officer must be sent by post to the address as confirmation.

8. Similarly when the branch receives any inward telegram, they must compare it with the confirmatory copy when received.

9. Receipt for telegraphic message issued by telegraph office should be maintained in a file and authorized officer must check them at the time of passing expenses voucher.

10. If any telegram is sent relating to services given to a customer. Charges should be recovered from the customer concerned.

11. Manager and other officers of the bank must ensure economic use of telephone. Trunk call & STD conversation must be short. If telephone used on account of customers, charges must be recovered.

12. Trunk calls & STD calls must be recovered in the trunk call register and verified with the telephone bill when received from T&T office. 

3.3 General Characteristics of Deposit Account:

Bank receives deposit by different accounts. Those are two types:

i)
Al Wadiah -‑‑ Client A/C is conducted under Al ‑ Wadiah system

ii)
Mudaraba Mode ‑‑‑ Client‑ Sahib Al Mal





Bank‑ Mudarib

Under this arrangement ‑ profit distribution under agreed ratio and loss (if any) will be borne by Sahib Al Mal

Under Mudaraba mode there are many accounts as under​:

i)     MSA - Mudaraba Savings Account

ii)    MHSA ‑ Mudaraba Hajj Savings Account

iii)   MSB ‑ Mudaraba Savings Bond

iv)   MSS ‑ Mudaraba Special Scheme

v)    MTDR ‑ Mudaraba Term Deposit Account

vi)   MMPDS ‑ Mudaraba Monthly Profit Deposit Scheme

vii)  MMS ‑ Mudaraba Mahor Savings A/C

viii) MSNA ‑ Mudaraba Short Notice A/C

3.3.1 Al‑Wadiah Current A/C (AWCA) :
AWCA accounts are unproductive in nature, is nature, as banks lovable investment fund is concerned sufficient fund has to be kept in liquid from, as current deposits are demands liabilities. Thus huge portion of his fund becomes on performing for this reason banks do not pay any of AWCA - CD account holder. Businessmen and companies are the customers of this product.

3.3.2 Mudaraba Saving Account (MSA) :

As per Bangladesh bank instruction 90% of SB deposit are treated as time liability and 10% of it as demand liability. In IBL there is a restriction about drawing money from SB account but any time holder may draw money of any amount with prior motive. General house holder and individuals are the clients of this account.

3.3.3 Mudaraba Term Deposit (MTDR) :

Fixed deposits are of two kinds midterm deposit (MTD) and term deposit (TD) instrument whose maturity period is within one year are known as MTD and those above one year are considered as term deposit. Calculation of profit TDR and provisioning regarding this is quite complicated issue. Profit is calculation at each maturity date and provision is made on that. Also at the month and provision of profit is made. 

3.3.4 Mudaraba saving Account (MSNA) A/C :

MSA account can be treated as semi term deposit. Deposit should be kept in these accounts for at least seven days to get interest of MSA accounts is less then SB accounts. (5.5%) Generally profit but may increase to 6% or more depending on the fund Checkbook is issued them but frequent use of checkbook is discouraged. Governmentally organization big corporate house and banks are generally the clients of this account. 

3.4 A/C Opening Eligibility: 

a) Persons over 18 years (except some restricted persons) 

b) Account of Club 

c) Association 

d) Agent 

e) Govt. 

f) Semi Govt. 

g) Organization 

h) Liquidators 

i) Minor 

j) Married Women 

k) Pordanshil Women 

l) Illiterate Persons

3.5 Account Closing: 

First a customer has to submit an application with his/her signature mentioning that he/she wants to close his/her A/C. Then the signature will be verified by the officer. Customer has to certify by different department (Advance, Foreign Exchange department) of Bank that he/she has no liabilities to the Bank. After that the Customer's A/C is debited and then Bank issues a Pay Order in the name of A/C holder.

3.6 Account Transfer:

Customer has to submit an application mentioning that he/she wants to transfer his/her A/C to his desired Branch and the officer will verify the signature, Customer has to be certified by different department of Bank that he/she has no liabilities to the bank. Then total particulars of A/C holder will prepare and sent to the Customer's desired branch. Liability of Recognizer is secondary and account holder is primary. 

3.7 General Practice at Regarding Accounts, in Account Opening Register:
After fulfilling all the requirements for opening account necessary entries are given in the account opening register. There are several registers for several accounts as MSA, AWCA, and TDR etc. Date of opening name of the account holder, nature of business, address, initial deposit, and introduction, and various information's are recorded in that register. New accounts number is given from the list of new numbers provided by the computer department.

3.7.1 Check Book:

Check book is issued to the new customer after opening account. Two separate check books are given for current and saving accounts. AWCA accounts Check book consists 25 and 50 leafs, while MCA account Checkbook has 10 leafs. There is a check book issue register in this regard; where Check book number, leaf number, date of issue etc. information are kept. All the necessary numbers are the sent to the computer department to give entry in the program.

3.7.2 Incidental Charges:     

Service charge:

Taka 10 or 50 = each for twice a year is debited from customers AWCA account for rendering service to him. Tk.50 = each is debited from customers account for providing him solvency certificate.

3.7.3 Profit:

Profit is the price of product, which is determined by the market forces. Every bank offers a competitive price to attract deposit.

Principles of Distribution of Profit to Mudaraba Depositors:

The principles of calculation and distribution of profit to Mudaraba Depositors generally followed by different Islami Banks are as under:

1. Mudaraba Depositors share income derived from investment activities i.e. from the use of fund.

2. Mudaraba Depositors do not share any income derived from miscellaneous banking services where the use of fund is not involved, such as commission, exchange, service charges and other fees realized by the Bank.

3. Profit and losses resulting from the use of funds are separately maintained in the accounts from other income and expenditure relating to other activities and services offered by the Bank.

4. Mudaraba Deposits get priority in the matters of investment over Bank's equity and other cost free funds.

5. Mudaraba Depositors do not share any income derived from investing Bank's equity and other cost free fund.

6. The amount of the statutory cash reserve and the liquidity reserve, which are required to be maintained with Bangladesh Bank, is deducted from the aggregate balance of Mudaraba Deposits to arrive at the net balance of profit sharing deposit.

7. The gross income derived from investments during the accounting year is, at first, allocated to Mudaraba Deposits and cost-free-funds according to their proportion in the total investment.

8. The share of gross investment income of Mudaraba Deposits as worked out in terms of principle shown against serial No 7 above is distributed as under:

a) The Bank’s Management at its discretion to rationalize the Rates of profit to Mudaraba Depositors might further raise Mudaraba Depositors’ share of 65% of gross investment income but it would not be reduced during any accounting year without giving prior declaration.

b) The rest amount of gross investment income is retained by the Bank as management fee for managing the investment & for making reserve for Bad & doubtful investments.

9. 
Islami Bank Bangladesh Ltd, at present, applies the following weightages to Mudaraba Deposits:
	Sl. no. 
	Particulars of Deposits 
	Weightages 

	1.
	Mudaraba Hajj Savings A/C : 11 to 12 years
	1.35

	2.
	Mudaraba Hajj Savings A/C : Upto 10 years
	1.30

	3.
	Mudaraba Special Savings (Pension) A/C (MSS): 10 years
	1.30

	4.
	Mudaraba Special Savings (Pension) A/C (MSS) : 5 years
	1.10

	5.
	Mudaraba Muhur Savings Account (MMSA) : 10 years
	1.30

	6.
	Mudaraba Muhur Savings Account (MMSA) : 5 years
	1.10

	7.
	Mudaraba Savings Bond (MSB) : 8 years
	1.25

	8.
	Mudaraba Savings Bond (MSB) : 5 years
	1.10

	9
	Mudaraba Monthly Profit Deposit A/C (MMPDS)
	1.20

	10.
	Mudaraba Term Deposit Account (MTDA) : 36 months
	1.00

	11.
	Mudaraba Term Deposit Account (MTDA) : 24 months
	0.98

	12.
	Mudaraba Term Deposit Account (MTDA) : 12 months
	0.96

	13.
	Mudaraba Term Deposit Account (MTDA) : 6 months
	0.92

	14.
	Mudaraba Term Deposit Account (MTDA) : 3 months
	0.88

	15.
	Mudaraba Savings A/C (MSA)
	0.75

	16.
	Mudaraba Foreign Currency Deposit A/C (MFCDA)
	0.75

	17.
	Mudaraba Special Notice A/C
	0.55


                                                                                              Source: Diary 2005, IBBL, Page 13-14.

10. Differential rates of weightages have been assigned to Mudaraba Depositors on account of the following factors:

a) Period of Deposits

The longer the period of deposit, the greater the risk they bear with regard to fluctuation of the rates of profit and erosion of the value of deposit due to inflation. The Term Depositors have also to forgo profit in case of premature encashment.

b) Banking Facilities

The Term Depositors do not enjoy any banking facility such as, operating accounts by Cheque, transfer of account from one branch to another, collection of Cheque and other instruments, executing standing instructions through their accounts and so on and so forth. On the other hand, the PLS Savings Depositors have freedom to get the above services through their accounts. PLS Short Notice Depositors enjoy still greater facilities in regard to making deposits in and withdrawal from their accounts.

c) 
The pattern of Rates of Return on various types of cost bearing deposits of the traditional Banks in our Money Market have also an important bearing on allocation of weightage at different rates.

d) 
In consideration of the above factors, full weightage has been assigned to our Mudaraba Deposits of 36 months and relatively lower Weightages have been given to Mudaraba Deposits of lower periods, Mudaraba Savings and Mudaraba Short Notice Deposits.

3.8 Local Remittance:

IBBL sells and purchases PO, DD and TT to its customers only. It does not offer remittance service frequently to those other then its customer.

3.8.1 Pay Order (PO):

Pay Order an instrument, which is used to remit money with in a city thorough banking channel the instruments are generally safe as most of them are crossed. 

Issuing of a pay order (PO):

A customer can purchase pay order in different ways:

By Cash A/C







Dr

By account Client A/C





Dr

By transfer head office/other departments client A/C

Dr

Bills Payable (PO) A/C ............................................................Cr

Income A/C commission on Remittance .................................Cr

3.8.2 Demand Draft (DD):

Demand Draft is many popular instruments for remitting money from one corners of country another. The instrument is basically used for transfer and payment. Difference between pay order and demand draft is in terms of place only PO is used for remittance money with in the city where as DD is used for within the country DD too, constitutes current liability on the part of a bank. At IBBL DD is not sold to people other than its customer.

3.8.3 Telegraphic Transfer (TT):

Telegraph transfer in one of the fastest means of transferring money from one branch to another or from one to another. The TT issuing bank instructs its counterpart by tested telex message regarding remittance of money. No instrument is given for TT both parties should have account, as money is transferred.

3.9 Collections:

3.9.1 Clearing:

As far safety is concerned customers get crossed check for the transaction. As we know crossed check cannot be encased from the counter rather it has though been collected through banking channel i.e. clearing. A client of IBBI received a check of another bank, which is located with in the clearing range deposit, the checks in account at IBBL New IBBL will not the money until the check is honored.

3.9.2 Transfer Delivery:

Transfer delivery is a Cheque collection procedure among internal branches within the Clearing House. When a Cheque is of a Branch Office is deposited to another Branch Office, then collecting branch on that date sends that Cheque to their, Local Office, sends that Cheque to that respective branch and takes necessary action for honoring Cheque.

If the Cheque is dishonored then authorized branch send the Cheque to the local office and Local Office send that Cheque to the collecting branch on the collecting date.

Here Clearing house function is not required because transactions occur among the same branch of same Bank within the Clearing House. 
3.9.3 Cheque is of a same branch of IBBL:

If the Cheque is of a Branch Office of a Bank (within the Clearing House of same city) then the collection branch send the Cheque to the authorized branch/drawn on branch and issues an IBCA to the collecting branch.

On the other hand, if the Cheque is of another Bank (outside of Clearing House to another city) then Cheque collecting branch will find out whether any branch office of the collecting branch situated near to Authorized branch.

If yes, then Cheque collecting branch will send the Cheque to the branch office near Authorized branch, that branch (near Authorized branch) office collect the Cheque from drawn on branch and issues an IBCA.

If not, then the collecting branch will send that Cheque to the Authorized branch, after that Authorized branch will send a DD with mentioning the name of their branch office near collecting branch and collecting branch will collect that Cheque thereby.

3.9.4 Outward Bills for Collection (OBC):

Customers deposit check draft etc for collection attaching with their deposit sleep. Instrument within the range of clearing arc collected through local clearing house but the other which are outside the clearing range are collected through OBC mechanism. A customer of IBBL principal branch local office Dhaka is depositing a check of Sonali bank Cox's‑Bazar. New as a collecting bank IBBL principal branch will perform the following tasks.

1.  Received seal on deposit slip.

2. IBBL local office principal branch crossing indicating them as collecting bank. 

3. Endorsement give payees A/C will be credited on realization.

4. Entry on register from where a controlling number is given.

Collecting bank can collect it either by its branches of by the drawer's bank they will forward the bill then to that articulate branch. OBC number will be given on the forwarding letter. 

3.9.5 Inward Bills for Collection (IBC):

In this case bank will work as an agent of the collection bank branch receives a forwarding letter and the bill. Next steps are:

1. Entry in the IBC register, IBC number given.

2. Endorsement given‑ "our branch endorsement confirmed".

3. The instrument is sent to clearing for collection. 

4. Miscellaneous creditor A/C.

Now following procedures will take place in case of the following two case.

3.9.6 Bills Collected Through Branch:

If the bill is forwarded to a branch they will collect it through IBC procedure. Collecting branch will receive and I.B.C.A from that particular agent branch according treatment from the angle of collecting branch will be.

HO A/C concerned branch..................................................... Dr

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

Income A/C commission; postage............................................ Cr

In this case commission will be charged by the collecting branch, not the agent branch.

3.9.7 Bills Collected Through Drawer's Bank:
Accounting treatment for the collecting branch will be

a.   Clearing............................................................................... Dr

b.   Customers A/CC................................................................. Cr

3.9.8 Inward Bills For Collection (IBC):
In this case bank will work as an agent of the collection bank. The branch receives a forwarding letter and the bill. Next steps are.

1.   Entry in the I.B.C register, I.B.C number given.
2.   Endorsement given - "Our branch endorsement confirmed"

3.   The instrument is sent to clearing for collection................... Dr

4.   Miscellaneous Creditor A/C OBC......................................... Cr

3.9.9 INTER BRANCH GENERAL ACCOUNT (IBG A/C) :

This is Branch transaction settlement account through Central Accounts Department (CAD). IBG statement of Branch is of two kinds:

a) Originating Branch:

From where IBCA (Inter Branch Credit Advice) or IBDA (Inter Branch Debit Advice) is send to other branch that branch is called Originating Branch.

Credit Transaction:

When a branch requests another branch (of the same bank) to pay a certain amount against any instrument (Cheque, DD etc) and become liable to that bank, issues a IBCA to that branch and these transactions are recorded in the Credit side of IBG A/C serially.
Debit Transaction:

When some Cheque or any sort of financial instrument of another branch are deposited in a branch and this branch pays those instruments on behalf of authorized branch, issues an IBDA to that branch and these transactions are recorded in the Debit side of IBG A/C.

b) Responding Branch:
When a branch responds against an IBCA or an IBDA that branch is called Responding Branch.

Debit Transaction:

Incase of responding transactions, say a customer wants to draw any sort of financial instrument of a branch to some other place at his/her convenient then authorized branch of that financial instrument issues an IBCA to that "Drawn On" branch. Here "Drawn On" branch of Responding Branch pays on behalf of Originating Branch and record all transactions in the Debit side of the IBG A/C. 

Credit Transaction:

Cheques are deposited for payment in a branch that branch sends those cheques or other financial instrument to Clearing House for clearing. After clearing those Cheques or financial instruments collecting branch makes payment against those financial instruments, before paying this branch as Originating Branch sends an IBDA to the Authorized Branch/Responding Branch 

If those financial instruments are dishonored then respective parties are not paid and authorized Branch/Responding Branch again sends an IBDA to the Originating Branch. These returned financial instruments advice are recorded in the Credit side of the IBG A/C.

Cash:

Cash section demonstrates liquidity strength of a bank. It also sensitive as it deals with liquid money. Maximum concentration is given while working on this section. As far as safety is concerned specials precaution is also taken. Tense situation prevail if there is any imbalance in the case.

Vault:

All cash instruments (PO, DD, Check) and other valuables are kept in the vault is insured up to Tk.4 core with a local insurance company. If cash stock goes beyond its limit of Tk.4 core the excess money is transferred to Bangladesh bank if there is shortage of cash during transaction period money is transferred to drawn from the central bank. There are three keys of the vault, which are given to three seniors most officers. Daily an estimated amount of cash is brought out from the vault for transaction purpose. No more than Tk.4 core brought at once from the vault on a single day. 

3.10 Teller Customers Relationship:


In a bank a person who delivers and receives cash from the cash counter is known as teller a customer meets most of the time in a bank with a taller on the counter.

So teller should hold certain quality should be friendly, provided prompt service and be accurate in his task.

3.11 Cash Packing and Handling:

Cash packing and handling needs a lot of care as any mistake may lead to disaster. Packing after banking hour when the countries closed cash is packed according to denomination. Notes are counted several times and packed in bundle Stetted and stumped with initial.

3.12 Evening Banking:

After the banking hour the cash counter is closed. But sometimes customers come to draw or deposit money after the service hour. However their money is received or paid recorded in the next daybook. This is known as evening. 

Chapter: Four 

INVESTMENT OPERATION OF IBBL 

4.1 Investment Schemes: 

Islami Bank Bangladesh Limited being an ideological banking organization is firmly committed to implement and materialize the economic and financial principles of Islam in the banking arena and thereby to do disparity and establish justice in the trade, commerce, and industry and build socio-economic infrastructure, create opportunities for employment and income generation and property alleviation, contribute to the socio-economic enlistment and sustained economic growth of the country by providing different types investment facilities. 

Keeping the same in view, side by side with Commercial and Industrial Investment operations, many special Investment Schemes have been introduced by the Bank over the years like:


(i) 
Rural Development Scheme 

(ii) 
House-hold durables Scheme 

(iii) 
Investment Scheme for Doctors

(iv) 
Transport Investment Scheme for Doctors 

(iv) 
Transport Investment Scheme 

(v) 
Mirpur Silk weavers’ Investment Scheme 

(vi) 
Small Business Investment Scheme 

(vii) 
Agricultural Implements Investment Scheme 

(viii) 
Car Investment Scheme

(x) 
Poultry Investment Scheme Investment Scheme

(xi) 
Small Transport Investment Scheme 

(xii) 
Micro-Industries Investment Program, targeting different economic groups.

4.2 Objectives and Principles: 

(
To invest funds strictly in accordance with the principles of Islami Shariah.

(
To diversify its investment portfolio by size of investment, by sectors (public and private) by economic purpose, by securities and by geographical area including industrial, commercial & agricultural.

(
To ensure mutual benefit both for the Bank and the investment client by professional appraisal of investment proposals, judicious sanction of investment close and constant supervision and monitoring thereof.

(
To makes investment keeping the socio economic requirement of the country in view. 

(
To increases the number of potential investors by making participatory and productive investment.

(
To finance various development schemes for poverty alleviation, income and employment generation with a  view to accelerate sustainable socio-economic growth and for enlistment of the society.

(
To invests in the form of goods and commodities rather than give out cash money to the investment clients. 

(
To encourages social enlistment enterprises.

(
To shun even highly profitable investment in fields forbidden under Islamic Shariah and are harmful for the society.

(
The Bank extends investments under the principles of Bai-Murabaha, Bai-Muazzal, Hire Purchase under Shirkatul Melk and Mudaraba. The Bank is making sincere efforts to go for investment under Mudaraba principle in near future. 

4.3 Importance of Assessing of Investment Needs: 

Assessment of Investment needs is necessary for the following reasons.

1. To detect actual Investment limit of Bank.

2. To detect actual Investment against obsolete /out dated/non trading items.

3. To assess the quality, quantity, price and marketability of the commodities

4. To ensure proper follow-up supervision and monitoring of the Investment.

5. To ensure capacity of the client in handling Investment activities. 

6. To over come the situation of Division of found by the clients

7. To ensure trading instead of lending of money.

8. To ensure payment against delivery of goods. 

9. To ensure actual buying and selling of goods. 

10. To select proper & genuine Investment client.

11. To ensure viability/profitability of the project.

12. To ensure compliance of Shariah Principles.

13. To maintain discipline in the Investment portfolio of the Branch.

14. To secure the Investment.

15. To allow Investment for appropriate period. 

16. To handle the Investment proposal efficiently.

17. To ensure investment for productive purpose.

18. To identify the tenure of investment to be made i.e. for short term /mid term /long term.

19. To know the objective of Investment.

20. To ensure profitability of all concerned.

21. To ensure welfare of the society.

22. To ensure Business ethics.

23. To minimize the risk of investment.

24. To ensure national interest.

25. To ensure recovery of investment in time.

26. To comply with the Bank’s target regarding diversification of Investment.
4.4 Criteria for selection: 

Clients of the Bank for following Investment are to be selected with prudence and good judgment. It should be kept in mind that the person is important than their properties. They must have good character, commitment, capability, integrity and means. Their past performance must be verified first. None should be entertained without verification of his background, experience in the line of business, credit worthiness, financial needs, capacity to handle the finance applied for. Favoritism, personal relationship with a client must not get any consideration for providing Bank’s Investment. A detailed credit report of the client must be prepared and all necessary information’s should be collected and verified at the time of selection of the client. Clients of distant area/beyond control should not be entertained.

The following factors/qualities /information may be considered at the time of selection of investment client.

1. Brief history of financial /credit transaction of the client.

2. Social and financial behavior of the client should be verified /assessed.

3. Ability of the client of utilization of credit / Investment fund.

4. Ability of the client regarding repayment of Investment.

5. Equity of the client. 

6. Effect of National & International Economic problems/crisis.

7. Analysis of Investment Risk. 

The above mentioned factors may be categorized under 5-C’s.

1.
Character

2.
Capacity

3.
Capital

4.
Collateral

5.
Condition

1. Character 

a) The Human Factor

· Personal Circumstances (nationality, age, health condition, etc.)

· Credit Track Record

· Technical Qualifications (including business experience).

· Capacity to deal with people (or to manage relationships).

b) Management Assessment

· Business Experience

· Management Succession

· Credit Discipline.

· “Lifestyle”.

2. Capacity:

a) The Performance Factor

· Deployment of Resources (How much is the Investment need and how will it be used?)

· Profitability Prospects of the project and the Enterprise (How will the project impact on the enterprise?)

b)  Financial Assessment

· Profitability.

· Liquidity.

· Solvency.

3. Capital 

The Financial Factor

· Client’s stake in business.

· Solvency of the enterprise.

· Availability of reserve resources.

· Other sources of income.

4. Collateral:

The Security Factor

· Ensuring the Critical Success Factors of the Business.

· Quality of Collateral’s.

· Value of Collateral’s.

· Location of Collateral’s.

· Ease of Marketability of Collateral’s.

4.5 Necessity for preparation of credit report: 

Preparation of credit report of the investment client is necessary and very much important for different purpose which is help to the investment officer to take decision for the invest of the propose project. By preparing the credit report is clearly mention the investment size, its rate of return and the fusibility of the project. The credit report help to identify the client past invest future of the client. Some important things as shown below,

1. To select investment client carefully and judiciously.

2. To ensure quality investment.

3. To ascertain credit worthiness of the client. 

4. To ensure adequate securities both primary and collateral.

5. To ensure clients business establishment and line of business.

6. To ensure proper valuation of Assets and liabilities.

4.6 Investment Modes:

There are three types of Investment Mechanism, which are:

(  Bai Mechanism (Trading Mode)


1.  
Bai Murabaha


2.  
Bai Muazzal


3.  
Bai Salam


4. 
Bai Istishna 


( Ijara Mechanism (Leasing Mode)


1.
Hire purchase (Ijara)


2.
Hire purchase under Shirkatul Melk

(  Share Mechanisms


1. 
Mudaraba


2. 
Musharaka

4.7 Detailed Description of three Investment Mechanism :

4.7.1 Bai Mechanism (Trading Mode)

4.7.1.1 Bai Murabaha: 

Meaning

The terms “Bai-Murabaha” have been derived from Arabic words   and    (Bai and Ribbun). Te word     means purchase and sale and the word      means an agreed upon profit    “Bai-Murabaha” means sale on agreed upon profit.  

Definition

Bai-Mudaraba may be defined as a contract between a buyer and a seller under which the seller sells certain specific goods (permissible under Islamic Shariah and the Law of the land), to the buyer at a cost plus agreed profit payable in cash or on any fixed future date in lump-sum or by installments. The profit marked-up may be fixed in lump-sum or in percentage of the cost price of the goods. 

Types of Murabaha

In respect of dealing parties Bai-Murabaha may be of two types.

Ordinary Bai-Murabaha

If there are only two parties, the seller and the buyer, where the seller as an ordinary trader purchases the goods from the market without depending on any order and promise to buy the same from him and sells those to a buyer for cost plus profit, then the sale is called Ordinary Bai-Murabaha.

Bai-Murabaha on Order and Promise  

If there are three parties, the buyer, the seller and the Bank as an intermediary trader between the buyer and the seller, where the Bank upon receipt order from the buyer with specification and a prior outstanding promise to buy the goods from the Bank, purchases the ordered goods and sells those to the ordering buyer at a cost plus agreed profit, the sale is called “Bai-Murabaha on Order or Promise”, generally known as Murabaha. 

This Murabaha upon order and promise is generally used by the Islami Banks, which undertake the purchase of commodities according to the specification requested by the Clients and sale on Bai-Murabaha to the one who ordered for the goods and promised to buy those for its cost price plus a marked-up profit agreed upon previously by the two parties, the Bank and the Clients

Important feature 

(
It is permissible for the Client to offer an order to purchase by the Bank agriculture goods deciding its specification and committing himself to buy the same from the Bank on Murabaha, i.e. cost plus agreed upon profit. 

(
It is permissible to make the promise binding upon the Client to purchase from the Bank, that is, he is to either satisfy the promise or to indemnify the damages a caused by breaking the promise without excuse. 

(
It is permissible to take cash/collateral security to guarantee the implementation of the promise or to indemnify the damages.

(
It is also permissible to document the debt resulting from Bai-Murabaha by a Guarantor, or a mortgage, or both lie any other debt. mortgage /Guarantee /Cash Security may be obtained prior to the signing of the Agreement or at the time of signing the Agreement. 

(
Stock and availability of goods is a basic condition for signing a Bai-Murabaha Agreement. Therefore, the bank must purchase the goods as per specification of the Client to acquire ownership of the same before signing the Bai-Murabaha agreement with the Client. 

(
After purchase of goods the Bank must bear the risk of goods until those are actually sold and delivered to the Client buyer, the Bank shall bear the consequences of any damages or defects, unless there is an agreement with the Client releasing the Bank of the defects, that means, if the goods are damaged, Bank is liable, if the goods are defective, (a defect that is not included in the release) the Bank bears the responsibility.

(
The bank must deliver the specified to the Client on specified date and at specified place of delivery as per Contract.

(
The Bank shall sell the goods at a higher price (Cost + Profit) to earn profit. The cost of goods sold and profit mark-up therewith shall separately and clearly be mentioned in the Bai-Murabaha Agreement. The profit mark-up may be mentioned in lump sum or in percentage of the purchase/cost price of the goods. But, under no circumstances, the percentage of the profit shall have any relation with time or expressed in relation with time, such as month, per annum etc.

(
The price once fixed as per agreement and deferred cannot be further increased.  

(
It is permissible for the Bank to authorize any third party to buy and receive the goods on Bank’s behalf. The authorized must be in a separate contract.

Operational Procedures of Investment Mechanism of IBBL

· Induction of client

· Application

· Categorization (4 categories)

· Processing and appraisal

· Sanction

· Documentation

· Purchase of goods by the Bank

· Taking delivery of goods by the Bank 

· Sales and delivery of goods to the client

4.7.1.2 Bai-Muazzal:

Meaning

The terms “Bai” and “Muazzal” have been derived from Arabic words Baiun. The word Baiun means purchase and sale and the word Azl means a fixed time or a fixed period. “Bai-Muazzal” means sale for which payment is made at a future fixed date or within fixed period. In short, it is a sale on Credit. 

Definition 

Bai-Muazzal may be defined as a contract between a buyer and a seller under which the seller sells certain specific goods (permissible under Islamic Shariah and the Law of the Country), to the buyer at a cost plus agreed profit payable in cash or on any fixed future date in lump-sum or by installments. The seller may also sell the goods purchased by him as per order and specification of the Buyer.  

Categorization

Categorize the proposal as under: 

· “Bai-Muazzal” Commercial

Investment for Purchase and sale goods to individual /Firm/Company for Commercial purpose shall be termed as Bai-Murabaha Commercial.

· Bai-Muazzal Industrial

Investment to industrial undertakings in the Form of Land, Buildings, Machineries, Equipments, Raw Materials, etc. shall be termed as Bai-Murabaha Industrial.

· Bai-Murabaha Agriculture

Investment to agriculture sector for supply of seeds, fertilizer etc. shall be termed as Bai-Muazzal Agriculture.

· Bai-Muazzal Import 

Investment for Import of goods from abroad shall be termed as Bai-Muazzal Import. 

4.7.1.3 Bai Salam:

Under this mode Bank will executive purchase contract with the client and make payment against purchase of product, which is under process of production. Bai-Salam contract will be executed after making any investment showing price, quality, quantity, time, place and mode of delivery. The profit should be negotiated. It this mode the payment as the price of the goods is made at the time of Agreement and the delivery of the goods is deferred.

Important feature 

Bai-Salam is a mode of investment allowed by Islamic Shariah in which commodity(ies)/ product(S) can be sod without having the said commodity(ies)/ product(s) either in existence or physical/ constructive possession of the seller. If the commodity (ies)/ product(S) are ready for sale, Bai- Salam is not allowed in Shariah. Then the sale may be done either ill Bai-Murabaha or Bai-Muazzal mode of investment. 

· Generally, industrial and agricultural products are purchased/sold in advance under Bai-Salam mode of investment to infuse finance so that product is not hankered due to shortage fund/cash. 

· It is permissible to obtain collateral security from the seller client to secure the investment from any hazards viz non-supply/ partial supply of commodity (ies)/product(S), supply of low quality commodity (ies) /product(S).

· It is also permissible to obtain Mortgage and /or Personal Guarantee from a third party as security before the signing of the Agreement or at the time to signing the Agreement 

· Bai-Salam on a particular commodity (ies)/ product(S) or on a product of a particular field or firm cannot be affected (for Agricultural Product(s) only). 

· The seller (manufacturer) client may be made agent of the Bank to sell the goods delivered to the Bank by him provided a separate agency agreement is executed between the Bank and the Client (Agent).  

4.7.1.4 Istishna:

Istishna is a contract between a manufacturer/seller and a buyer under which the manufacturer/seller sells specific product(s) after having manufactured, permissible under Islamic Shariah and Law of the Country after haying manufactured at an agreed price payable in advance or by installments within a fixed period or on/within a fixed future date on the basis of the order placed by the buyer. 

Important feature: 

· Istishna is an exceptional mode of investment allowed by Islamic Shariah in which product(s) can be sold without having the same in existence. In the product(s) are ready for sale. Istishna is not allowed is Shariah. Then the sale may be done either in Bai-Murabaha or Bai-Muazzal mode of investment. in this mode, deliveries of goods are deferred and payment of price may also be deferred. 

· It facilitates the manufacturer sometimes to get the price of the goods in advance, which he may use as capital for producing the goods. 

· It gives the buyer opportunity to pay the price in some future dales or by installments. 

· It is a binding contract and no party or is allowed to cancel the Istishna contract after the piece is paid and received in full or in part or the manufacturer starts the work.

· Istishna is specially practiced in manufacturing and industrial sectors; however, it can be practiced in agricultural and constructions sectors also (Class Note, Abul Hussain).

4.7.2 Ijara Mechanism (Leasing Mode):

4.7.2.1 Hire Purchase/ Ijara:  

The term Ijarah has been derived from the Arabic works Ajr and Ujrat which means consideration, return, wages or rent. This is really the exchange value or consideration, return, wages, rent of service of an Asset. Ijarah has been defined as a contract between two parties; the Hiree and Hirer where the Hirer enjoys or reaps a specific service on benefit gains a specified consideration or rent from the asset owned by the Hiree. It is a hire agreement under which a certain asset is hired out by the Hiree to a Hirer against fixed rent or rentals for a specified period. 

4.7.2.2 Hire Purchase Under shirkatul Melk (HPSM): 

Hire purchase under shirkatul Melk is a special type of contract, which has been developed through practice. Actually, it is a synthesis of three contracts: Shirkat, Ijara and sale. Shirkat means partnership. Shirkatul Melk means share an ownership. When two or more persons supply equity, purchase an asset, own the same jointly, and share the benefit as per agreement and bear the loss in proportion to their respective equity, the contract is called Shirkatul contract. 

Stages of Hire Purchase under Shirkatul Melk

Thus Hire Purchase under Shirkatul Melk Agreement has got three stages:

· Purchase under joint ownership.

· Hire and

· Sale and /or transfer of ownership to the other partner Hirer.

4.7.3 Share Mechanism: 

4.7.3.1 Mudarabah: 

It is a form of partnership where one party provides the funds while the other provides the expertise and management. The first party is called the Sahib-Al-Maal and the latter is referred to as the Mudarib. Any profits accrued are shared between the two parties on a pre-agreed basis, while capital loss is exclusively borne by the partner providing the capital.

Important features:

· Bank supplies capital as Sahib-Al-Mall and the client invest if in the business with his experience.

· The client maintains administration and management. 

· Profit is divided as per management.

· Bank bears the actual loss alone.

· Client cannot take another investment for that specific business without the permission of the Bank.

4.7.3.2 Musharaka:

An Islamic financial technique, which adopts “equity sharing” as a means of financing projects. Thus, it embraces different types of profit and loss sharing partnership. The partners (entrepreneurs, bankers) etc share both capital and management of a project so that profits will be distributed among them as per rations, where loss is shared according to ratios of their equity participation. 

Important feature 

· The investment client will normally run and manage the business. 

· The Bank shall take part in the policy and decision making as well as overseeing (supervision and monitoring) the operations of the business of the client. The Bank may appoint suitable person(s) to run manage the business and to maintain books of accounts of the business property. 

· As the investment client shall manage the enterprise, the Bank may pay more share of profit to him than that of his proportionate capital contribution. 

· Loss, if any, share be shared on the basis of capital ratio.    

4.8 Quark: 

The word "Quart" is an Arabic word” which means loan or credit on advance. The literal meaning of Quard is giving "Fungible goods" for use without any extra value returning those goods. It must follow the principle of equal for equal return with homogeneous goods. Fungible goods may be rice, oil, salt, money etc. In Banking sector, money is used as quard. Quard is Halal by Islam for not to pay any extra or interest in return. 

There characteristics of Fungible goods           

( Goods which are vanished /converted for one time use.

( No flow of service.

( Service can't be separated from the actual goods.

Characteristics of Quard 

( There should have fungible goods.

( Goods must be returned equally.

( There is no extra payment.

( Specific period for returning goods.

4.9 Quard-E-Hasana: 

Quard-E-Hasana is also one kind of Quard, which is given, with the expectation of return or not. 

4.10 Operational Procedures of Investment Mechanism In IBBL :
Rules and Condition:

· There must be a contract between the Buyer (Bank) and Seller (Client), which shall be the principal instrument to govern the advance selling and buying. 

· The name, specification, brand, quantity, quality, size, etc. of the goods must clearly be specified in the Contract leaving no ambiguity. 

· Unit price and total price of the commodity /product must be fixed and mentioned in the Contract. 

· The exact time and place of delivery must be specific. 

· Mode of transportation, transportation cost, storage charge/ godown rent, insurance etc., if any must be specified in the contract. 

· The name of party who will bear the cost of transportation, charge/ godown rent, insurance etc. also be mentioned in the contract. 

· Price shall be paid to the seller in full as mentioned in the contract at the time of signing the contract. 

· If mentioned in the contract, delivery of the commodity /products can be made/taken in installments or at a time within the contract period. 

· Quantity of the commodity /products shall be in unequivocal terms. 

· If the Seller/supplier (Client) fails to deliver the commodity /products in time as per specification i.e. in specified quality, quantity, the seller (Client) shall be bound to repay the price. 

· It is not necessary to mention cost of commodity /products and profit separately in the contract, only purchase price of the same may be mentioned. 

· After taking delivery of the commodity /product, the Buyer (Bank) shall be the owner & shall bear all risk until disposal /delivery of the same to the ultimate buyer. 

· Unit price and total price of the commodity (es)/products must be fixed and mentioned in the Contract. 

Categorization: 

· The proposal may be categorized as under: 

· Industrial (Including small and cottage)

· Agricultural 

· Others, if any. 

Processing and Appraisal:

· Examine Shariah permissibility of the goods. Reject the proposal outright, if not permitted by Islamic Shariah. 

· Check-up Credit Restriction Schedule of Bangladesh Bank and Head Office Current investment Policy Guidelines. 

· Study on the strength, weakness, opportunity and treat (SWOT) of concerned business, trade, products and deals in the Appraisal Report. 

· Separate Appraisal Report on F-167B is not required as the Client will avail Bai-Salam Investment under Composite limit sanctioned by the Bank.

· Visit the Business establishment of the Client. Talk to the business and important personalities of the locality to ascertain the Honesty, Integrity and Business dealings of the Client. 

· Request for confidential report of the client from local Bank Branches. Confidential Report from Credit Information Bureau (CIB) of Bangladesh Bank through Head Office Investment Division as per Instruction Circular of Head Office in this Regard. 

· Obtain Financial Statement/Balance Sheet of the Client for the last three consecutive years for investment Proposals of TK.50.00 Lac or above as per Head Office Instruction. 

· Inspect Land, Building, other Assets and Properties proposed to be Mortgaged or Hypothecated. 

· Forward Documents, Title Deeds and other relevant Papers to the approves Lawyer of the Bank for examination and furnishing his opinion. 

· Please study the following carefully and note down the actual findings in the Appraisal Form against each item :

· Effective demand, price of the goods, Short or long-term duration, quality and other specifications of the goods, availability, etc. of the said or projected goods. 

· Whether sale price of the goods is payable by the client at specified future date in lump sum or in installments as per proposal. 

· Particulars figures and statistics in Appraisal form correctly with special attention to the following : 

· Composition of assets of the Client, extent and nature of liabilities of the Client, the value of Liquid Assets, Business Reputation of the Client experience of the Client, etc. 

Contact primarily with the producers/sellers/suppliers of the goods in the market, study the market price and work out the purchase and sale prices of the goods as per guidelines. 

Sanction and Disbursement: 

· On receiving Application (F-136) under Composite Facilities /Investment approved by the Competent Authority, Pre-Audit Memo to be prepared and got the same approved by the Branch Incumbent for issuing Sanction Advice. Sanction Advice to be issued as per prescribed format. 

· If the Sanction Advice is accepted by the Client, execute Bai-Salam Agreement (F-) immediately. 

· Collaterals and its legality, title to the property and all required Security Documents and the Charge Document are to be examine/obtained at time of execution of Bai-Salam Agreement and all mortgage formalities are also to be completed at this stage, if not done earlier. 

· Open file client-wise and deal-wise. 

· Affix account number on each .file and on the related papers. 

· Transaction to be recorded in the Computer by the authorized official properly as per guidelines in this regard. 

· After execution of the Bai-Salam Agreement and completion of the mortgage formalities including Charge Document as provided herein above, disbursement may be made to the Client as per terms of Bai-Salam Agreement. 

Documentation: 

Obtain the following charge documents executed properly i.e. duly filled in, signed, and stamped witnessed where necessary: 

· A copy of Application Form F-136. 

· Single party D.P. Note (F-118), if there is no guarantor. 

· Double Patty DP .Note (F-119) , if there is guarantor(s) to be made by the client in favor of the guarantor and endorsed by the later to the Bank. 

· D.P. Note Delivery Letter (F-171). 

· Sanction Advice. 

· Bai-Salam Agreement. 

· Letter of Disbursement 

· Insurance Policy. 

· Letter of Disclaimer 

If the Investment is made collaterally secured by Mortgage of property, obtain the following document: 

· In case of Equitable Mortgage, Memorandum of Deposit of Title Deed (MDTD) signed by the owner of the property. 

· In case of Legal Mortgage, Registered Deed should be obtained. .Personal Guarantee of the owner(s) of the property on CF-14. 

· Original Title Deed(s) with CS, RS, SA, Mutation Parch, DCR of the property and Mutation record. 

· Upto-date Rent Receipt.

· .Memorandum of deposit of Title Deed. 

· Non-encumbrance Certificate along with Search Fee Paid Receipt of the concerned Registry /Sub-Registry Office . 

· Site plan (Map/Naksha) of the Mortgaged Property. 

· Valuation Certificate issued by a competent Engineer and physically verified by the Branch Officials. 

· Lawyer's Certificate 

· An Affidavit sworn 

Where the Investment is secured by Hypothecation of Stock-trade, Machineries etc. also obtain the following Documents: 

· Letter of Hypothecation (CF-5). 

· Trust Receipt (CF-11). 

In case investment is collaterally/additionally secured by pledge of Shares of reputed Public Limited Company on bank's approved list and quoted in the stock Exchange, the following additional documents are to be obtained: 

· Agreement for Pledge of Shares 

· Blank Share Transfer Deed in Duplicate 

· Share Delivery Letter 

· Letter to the Concerned Company to register Lien in Bank's Favor . 

In case of investment to Partnership Firms, obtain the following Document: 

· Letter of Partnership

· Copy of Partnership Deed 

In case of investment to Private or Public Limited Company, obtain the following Document: 

· Certified Copy of the Memorandum and Articles. 

· Resolution of the Board of Directors 

· Personal Guarantee of all the Directors 

· Certificated of Incorporation 

· Certificated of Commencement 

In case of investment to a Trust Organization, obtain the following Document: 

· Copy of Trust Deed 

· Resolution of the Board of Trustees 

· Charge Document

· Personal Guarantee of the Office Bearer 

     In case of investment to Co-operative Society, obtain the following Document 

· Clearance from the Registrar

· Letter to be issued to the concerned Registrar 

· Personal Guarantee of the Office Bearer 

· A copy of Bye-laws of the Society 

Rates of Stamp Duty 

Signature of the Client 

After Completion of Document, enter tl1e Document in Documents Execution Register. 

Movement of Document, if any, should be duly recorded in the Document Ex-custody Register duly signed by the Custodians. 

Clarification Regarding Ownership of Imported Raw Materials to Avoid Confusion of Buy Back 

It may be mentioned here clearly that like all other import under cash/Barter/AID, the raw materials for manufacturing/processing/finishing of export products are also imported under Back to Back L/C for ultimate export under deferred payment through an undertaking of the Bank i.e. L/C. the import risks remain covered by insurance policies. The undertaking i.e. L/C of the Bank is obligatory on the issuing Bank for making payment of the documents are drawn strictly in accordance with the terms off the L/C. As such, the ownership of fabrics in fact lies with the Sank. Moreover, the Sill of lading and the Sill of Exchange are made to the order of the Bank. L/C Application and Agreement contains the clause regarding ownership of goods by the Bank. Still the Islami Bank opens the L/C/Back-to -Back L/C against the Letter of Authority (F-219) obtained from the importer to utilize his /their License /Authority for the import and undertake to purchase the goods so imported/purchased by the Bank for ultimate manufacturing /export of the products by the buyer (exporter). 

Immediately after opening L/C, the consignment shall be sold by the Sank to the client under Bai-Murabaha /Bai-Muazzal (import) Agreement and Trust Receipt (T/R) Mortgage Documents, if any, etc. Accounting effects on such Bai-Murabaha/ Bai-Muazzal Investment shall be given as and when Bank's fund is actually involved. Rebate shall, however be allowed for early adjustment/adjustment of profit, if any, charged in excess as per calculated rate of profit.

Chapter: Five

FOREIGN EXCHANGE OPERATION AND FOREIGN REMITTANCE OF IBBL
5.1 Meaning of Foreign Exchange:

Foreign Exchange means currency & trade exchange say conversion of one to another. This is a part of economic & Science. This is a big deal divided into different currencies instrument such as Draft, Traveler Cheque, Bill of Exchange business including sell, purchasing of currency notes & TC etc.

Currency Exchange means the conversion of one Currency into another.

5.2 Foreign Exchange Market:

Foreign Exchange market means the places where foreign currency is bought & sold. In this more that supply, currency value.

Alternately following are the features of foreign exchange market:

1. Bank & client.

2. Different Banks in the same foreign exchange market.

3. Different Bank & Schedule Bank of the same country.

4. Different Control Bank.

Islami a Bank follows the following the two craters in respect & payment of foreign exchange:

1. Local currency market value &

2. Foreign currency market value.

Exchange is being controlled:
1. To stabilize the rate of exchange.

2. To protect domestic industries.

3. For proper implementation of plans.

4. To increase the bargaining strength

5. To check over invoicing & Under invoicing

6. To check the Blank marketing and smuggling

7. For regulating the international movements of goods

Authorized Dealer Branch:

Bangladesh Bank, in exercise of the power under section 3 of Foreign Exchange regulation Act. 1947 issues a license to schedule Bank where they have adequate trained Officer/Staff to deal in Foreign Exchange. The banks that are authorized to deal in foreign exchange are called authorized dealers.

Arbitrage of Foreign Exchange: 

Arbitrage can be defined as simultaneous buying and selling of foreign currencies for the purposes of making profit Arbitrage is carried out mostly by banks, They keep constant watch over the latest development in the financial market of the world.

Foreign Exchange Regulation Items: 

1. Bangladesh Bank Manual.

2. Foreign Exchange Circular.

3. Public Notice

4. Import & Export Policy Gazette

5. Ministry of Commerce Circular

6. BCD circular.

7. Guide lines for foreign exchange regulation.

8. Other authorization (i.e. NBC Dept)

5.3 Methods of effecting payment of IBBL:

Islami Bank follows the following methods to make payments between countries.

1. Telegraphic Transfer (TT): This is an instruction for transfer of money by Telegram, Cable or telex from a bank in one country to another Bank in different center. This is an instruction form the Importers Bank to the exporters Bank. The TT charge is realized by us from the partly as per Bank circular.

2. Mail Transfer (M.T): This transfer is the order to pay cash to a 3rd party. This Transfer is sent by mail & the charge must be realized as per Bank circular.

3. Drafts & Cheque: A draft is pay order issued by one Bank to another Bank or its branch.

5.4 Some common terms used in Foreign Exchange: 
Over Bought: This position known as long position.

Over Sold: This position known as short position.

LIBOR: London Inter Bank Offer Rate.

SWIFT: Society for World Wide Inter Bank Financial Telecommunication.

CHIPS: Clearing House Inter Bank Payment System.

NOSTRO A/C: Our A/C with you i.e. out A/C with American Express.

VOSTRO A/C:  Their A/C with us, Al- Raji A/C with IBBL.

LORO A/C: This A/C i.e. third Bank Relationship. 

ACU: Asian Clearing Union.

5.5 Uniform Customs and Practices for Documentary Credits (UCPDC) 

The ICC Uniform Customs and Practice for Documentary Credits (UCP), first published in 1933, are the universally recognized set of rules governing the use of the Documentary Credit in international commerce. Banking associations and individual Banks in more than 100 countries and territories adopted the previous revision of 1983.

This revision of the UCP, the first for ten years, takes into account a range of important consideration- including international judicial decisions, technical innovations in banking and other industries, case studies and day to day practice to offer a thoroughly revised and up to date series of rules. 

Three years in preparation, the 49 Articles of the new UCP has come into effect on January 1,1994 that indispensable guides to Documentary Credit usage. They provide a comprehensive and practical working aid to bankers, lawyers, importers, exporters, transport executives and everyone involved in international trade.   

5.6 Activities of Foreign Exchange:

There are three kinds of foreign exchange transaction.

1. Import

2. Export &

3. Remittance.

In the following these are discussed in brief. 

5.7 Import:
5.7.1 Meaning of Import:

Import means lawfully carrying out of anything from one country to county for Buying. It will be occurred according to the Government law.

5.7.2 Important Policy Order:

Based on the needs of commodity and availability of finance, Government declares policy. For import of goods for a particular period having approval from the National Assembly is defined as Import policy order. Import policy is a guideline of a set of rules envisaged by Government Authority i.e. the Ministry of Trade and commerce for the registered importer for import of goods inside the country.

Duration :

Earlier import policy has been formulated for two years. But present import policy order has been formulated for 5 (five) years, Effect from the 14th June 1999 to 30th June 2003 and valid till announce of new import policy order. If require Government can revise the policy in each every years. 

5.7.3 General Rules in connection with import:

Restriction of Import:

a) Negative list of Merchandises.

b) Restricted list.

c) Footnote under Restricted List

d) Freely importable items

ITC number is compulsory (H.S code 6 digit) to be mentioned in the L/C and LCAF to identification the item to be imported. H.S code of seven digits as mentioned by Bangladesh statistical Bureau to be used.

1. Requirement Right of Refusal (ROR) for public sector agency from Ministry of Industry or respective Ministry/department of both to Import item under Restricted List.

2. Import cannot be Israel, Serbia Montenegro

3. Pre-shipment inspection (PSI) for private sector normally PSI is not mandatory.

4. Shipment to be made through Bangladeshi ship some exemption

                   a) Single importer maximum 20 MT grow importer highest 100 MT

                   b) General waiver from department of shipping otherwise certificate of       

waive is to be obtained to ship through Foreign Cargo

                   c) Import of Raw materials export oriented Industries to be made on 

competitive rate. 

CFR & FOB Basis Import

                   a) Normally import under CFR basis

                   b) FOB basis import can be made complying Bangladesh Bank relative 

instruction

Country of origin: Mandatory should be clearly indicated at the body of packing / container / box / packet etc.

5.7.4 Sources of Finance:

1. Cash

a) Foreign Currency

b) Wage earners FC balance

2. Foreign loan grant or commodity assistance 

3. Barter and STA
5.7.5 Classification of Importer:

a) Commercial import 

b) Industrial import

c) Import under wage earners scheme

d) Actual user

1. No import permit / license required

2. LCAF required

3. Import can be made duly through irrevocable L/C

 5.7.6 Working procedure of Banks in Case of LCAF:
1. LCAF receive by the nominated Bank

2. Importer has valid IRC & duly renewed 

3. For importation of capital machinery & primary party’s no need IRC 

4. IRC code number to be mentioned

5. ICAF registration where need

6. L/C copy to be sent to CCI & 15 days

7. Income tax declaration two copies (one for Bank for rest to be sent to NBR)

5.7.7 Import related fees:

5.7.7.1 Four categories of importer registration renewal fees are as under :  

	Categories 
	Yearly heights import
	Registration

Fees (Taka)
	Renewal

	A
	5.00
	500/-
	500/-

	B
	15.00
	1500/-
	1500/-

	C
	50.00
	3000/-
	3000/-

	D
	Above 50.00
	5000/-
	5000/-


5.7.7.2 Surcharges for different years are as under : 


1 year late TK 50/-


2 year late TK 100/-


3 year late TK 200/-

5.7.8 Regulations of Import: 

Import of goods under this policy shall be regulated as under:

1. Control list:

Unless otherwise specified items which have been indicated as banned in this list shall no be permissible for import. An items included in this list with specific conditions for import shall be importable only on fulfillment of the conditions specified. 


2. Freely Importable Items: 

Unless otherwise specified an items the name of which does not appear in the control list shall be freely importable. 

3.  Notwithstanding anything mentioned else where, all imports into Bangladesh shall be subject to such general or specific conditions as many have been prescribed in this order. 

4. In addition to the conditions mentioned in the control list the conditions. Restrictions and procedures for import of various items mentioned in the test portion of this order, shall as usual, apply in case of import of those items. 

5.  If, while determining the import status of an items mentioned in the control list the description of goods does not conform to the H.S.C Code mentioned against item, or any discrepancy arises between the H.S Code and the description of goods, in that case the description of goods shall prevail, In other words, if the import of a particular item is shown as banned in the control list, or is shown as importable as subject to fulfillment of conditions in the list, the said ban or restriction as the case may be, shall equally apply to the import of that item , even if such ban or restriction is mentioned else where and not against the appropriate H.S Code,  if any importer, taking , advantage of such discrepancy, import any banned items or restricted items or restricted item without fulfilling the respective conditions, such import shall be treated to have been made as in contravention of the provisions of this order. 

Regulations of Import:
L/C:  may be open under deferred payment basis. 

Direct Payment in Abroad: 

Only for Bangladeshi National who live in abroad for service. Those who are entitled to purchases the importable goods for direct payment to the beneficiary from his own service without opening any L/C, The goods must be sent to the Bangladesh. Nationals who lived in Bangladesh. In that case no approval is required from CCI & E.

Time Limit Opening of L/C: 

Letter of Credit shall be opened by all importers within 120 days from the date of registration of LCAF with the Bangladesh Bank unless otherwise notified. 

Validity of LCA for Shipment: 

Unless otherwise specified, shipment of goods shall take place within 17 month in the case of machinery and spare parts and 11 months in the case of all other items form the date of issuance of LCA from by Bank or registration of LCA form within Bangladesh Bank registration unit as the case may be. 

Document required to be submitted along with LCA Form: 

Importers in both public sector and private sector shall submit to their nominated banks the following documents along with the L/C authorization Form for opening letter of credit. 

a) L/C application form duly signed by the importer. 

b) Indent for goods issued by indenture or pro-forma invoice obtained from the foreign supplier, as the case may be and 

c) Insurance cover note.     

5.7.9 Import L/C (Letter of Credit):

A letter of credit is a conditional Bank undertaking of payment. In other words letters of credit is a letter form the importer Bankers to the exporter that the bills if drawn as per terms & conditions complied with will be honored on presentation. 

Definition of L/C:

A letter of Credit is a conditional bank undertaking of payment. In other words letters of credit is a letter form the importer bankers to the exporter that the bills if drawn as per terms and conditions are compiled with will be honored on presentation

As per UCPDC 500 a credit may be either:


i)
Revocable.


ii) 
Irrevocable.

The Credit, therefore, should clearly indicate whether it is revocable or irrevocable. In the absence or such indication the credit shall be deemed to be irrevocable.

5.7.10 Classification of L/C:


1.
Revocable L/C


2.
Irrevocable L/C


3.
Confirmed L/C


4.
Transferable L/C


5.
Divisible L/C


6.
Revolving L/C


7.
Restricted L/C


8.
Red Clause L/C


9.
Green Clause L/C


10.
Back-to-Back L/C


11.
with Recourse


12.
without Recourse


13.
Stated by letter of credit.

5.7.11 Types of L/C:

5.7.11.1 Revocable Credit:

As per Article no. 8 (a) A revocable credit is a credit which can be amended or canceled by the issuing bank at any time without prior notification to the seller since to offers little security to the seller.

5.7.11.2 Irrevocable Credit:
As per Article no 9 an irrevocable credit constitutes a definite undertaking of the issuing Bank. A credit cannot be amended or cancelled without the agreement of all parties. It gives the seller grater assurance of payment. An irrevocable credit can be either confirms or unconfirmed dependant on the desire of the seller.

5.7.12 Classification of importer:

Importers are those who ate authorized by the import Trade authority i.e. & CCI & E for import of goods essential for consumption or for production purposes.

There are mainly three types of importers.

1.
Commercial Importer

2.
Industrial Importer

3.
Importers under Wage Earner Scheme

1. Commercial Importer:
It means an importer registered under the importers, exporters and indention registration order 1981 who import goods from sale, when issued to commercial importers, given the category held by him with ITC classification and public notice against which they are admitted into import trade.

2. Industrial importers: 

When issued to an industrial consumer, gives the items of import as raw materials and packing materials and spare parts, the value of entitlement and ITC classification.

3. Importers under WES: 

It means registration importers who import only under the WES. In this scheme, the foreign exchange required for import of goods is met out of the remittance made. By Bangladesh national earning wage abroad. WES importers can be importing all permissible items a declared by the importer also can import under WES.

5.7.13 Registration of Importer:

As per import & Export control Act. 1950 no person can indent, import or export any goods into Bangladesh except kin case of exemption issued by the Government of the peoples Republic of Bangladesh. Violation of this order is punishable with fine under the provisions of Sea Customs Act 1878 as applied by sub section (3) of Section 3 of this Act.

Procedure for obtaining, IRC (Import Registration Certificate) :

Through public notice or import policy the chief controller of imports & Exports invites applications usually for registration of importers. The following papers/ documents are required for submission to CCI&E or area office of CCI & for import registration certificate:


1. Application form.


2. Nationality Certificate.


3. Income Tax registration Certificate with GIR.


4. Trade License from the municipal or local Authority.


5. Membership Certificate.


6. Partnership deed (for partnership firm)

7. Certificate of Registration with the register of joint Stock Co. & Articles and Memorandum of Association in case of Limited Co.

8. Bank Certificate.

9. Documentary evidence for business existence.

10. Original copy of Treasury Chalan being payment of registration fees.

11. Original copy Chaplin for passbook.

12. Other documents if any required by the CCI & E.

13. Ownership’s documents or Rent receipts of the place of Business. 

14. Survey clearance from the relevant Authority.

The nominated bank of the application will examine the papers/documents s& verity the signature of the applicant and forward the same to the concerned office of the CCI & E with forwarding schedule in duplicate through bank’s representative. The duplicate copy of the same bearing the acknowledgement of CCI & E office of the receipt of the documents is back by the bank and is preserved.

If the documents are found in order and the CCI & E is satisfied the IRC is issued to the applicant and sent direct to the nominated bank. The passbook is also issued by the CCI & E simultaneously to the importer and sent direct to the nominated bank.

Parties to a letter of credits:

As per terms and conditions of the L/C, the seller is required to be routed through some intermediary bank in other order to get his claim. So, we see hat there are a number of parties involved in a L/C involved parties to a L/C ar4e under 

1. Importer/Buyer.


2. Exporter/Seller/Beneficiary


3. Opening/issuing Bank


4. Advising/ notifying Bank


5. Confirming bank (for add confirming L/C)


6. Exporter’s bank i.e. negotiating bank


7. Reimbursing bank or paying bank.

Preparation of credit report:

Bank prepared credit report in prescribed forms Character, capacity and capital which are known as the three C’s of credit. Instead of the three C’s some mention the three R’s i.e. reliability, responsibility and resources. To these three C’s we may add two more C’s i.e. collateral and conditions.

How a banker should obtain the necessary information regarding these fundamental of credit, No. doubt, bankers have to make inquires from those of their customers and other peoples and inquired the report by the banker. Sometimes information are gathered by deputing marketing officer or credit officer.

Position of the A/C:

Import Section will see whether there is sufficient fund available in account to cover the margin to be sanctioned, commission, postage, cable or Telex charge etc. If it is found O.K., L/C will be sanctioned.

In all cases the sanction must be informed to the importer for acceptance. On receiving confirmation from the client then the terms and conditions of the sanctioned are acceptable, the subsequent documentation/ charge document are taken up. 

Papers/ documents submitted by the importer before opening of the L/C :

a. Trade License (Valid).

b. Import Registration certificate (Must be kept in the bank custody).

c. Passbook import.

d. Income Tax declaration.

e. Membership certificate.

f. Memorandum of Articles (In case of Ltd. Co.)

g. Registrar deed (In case of partnership firm)

h. Resolution.

i. Photo one copy.

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

i. L/C application form.

ii. LCAF Form.

iii. IMP Form

iv. Murabaha agreement.

v. Charge documents paper.

The above paper must be completed duly filled and signed by the party and verified the signature. 

Maintenance of register: 


The sanction must be recorded in the following registers:

Document execution register. All the charge documents must be recorded in this register. 

    » Limit register.

    » Liability ledger.

5.7.14 L/C application & Procedure for Opening L/C :

For opening L/C the client is to submit to the bank an application in the printed format of the designated bank. This is called L/C application form which is also an agreement between the importer and the bank. The form is to be stamped under stamp Act. In force in Bangladesh. The importer must submit the LCA & IMP and indent or contract. Purchase order/pro-forma invoice (duly accepted by the importer) along with L/C application.

The L/C application must be completed/ filled in and signed by the authorize person of the importer giving the following particulars:

a. Full name and address of the supplier of beneficiary and importer.

b. Brief description of the goods.

c. L/C value for US$, etc. (CFR value) which must not exceed the LCA value.

d. The unit price, quantity quality of the goods.

e. Origin of the goods, port of loading and port of destination must be mentioned.

f. Model of shipment (Sea, Air, Truck or Rail etc.)

g. List date of shipment and negotiation time (must not be beyond 30 days from the shipment date).

h. Insurance cover note number and name or the company.

i. Tenor of draft (1.e, sight/ issuance/ deferred etc.

j. Mode of advising L/C (i.e. airmail/ full telex short cable etc.)

k. Opening of L/C under UCPDC publication No. 500/- ICC revision 1993.

l. Whether shipment/ transshipment is allowed.

m.  Instruction to add confirmation if required. 

n. LCA Number.

o. Any other relevant information and instruction if any must be mentioned in the L/C application form.

Examination of L/C application:

On receipt of L/C application it must be checked by an officer of L/C section very carefully in the following manner:

1.
That the terms and conditions as stipulated in the L/C application area consistent with the exchange control and import trade regulation and UCPDC.

2.
That all the information mentioned in above column has been furnished.

3.
That the terms to be imported are eligible according to importers entitlement.

4.
The goods are not being imported or originated from South Africa or Israel.

5.
If the goods are imported from any member counters of ACU.

6.
That all the cutting/permit etc are endorsed.

7.
That the validity of the L/C must not exceed the validity of LCA.

8.
L/C is opened within the validity period permitted in the License.

Confidential Report of beneficiary of L/C:

According to exchange control regulations bankers are required to obtain confidential report of the beneficiary of L/C Before opening the same, if the amount of L/C exceeds Tk. 5.00 Lac Bank can open L/C below Tk. 500 Lac without obtaining C.R.

Bankers can write to their foreign correspondents to supply the Credit Report. But from practical experience foreign correspondents of different country are not supply timely.

On receipt of F.R from any source the bender can accumulate the same in one master file.

LCAF Registration & Procedure:

L/C authorization forms consisting of six copies. 1st copy for exchange control purposes, 2nd copy for the licensing authority 3rd & 4th copies for the CCI & E 5th copy for the registration unit and 6th copies is the office copy of the bank.

The procedure for registration of LCA form with the Bangladesh Bank is as under:

a. All LCA forms should be registered with Bangladesh Bank, Registration Unit, Exchange control department, Bangladesh Bank, Dhaka.

b. After filling up the relevant portions of the LCAF and duly signed by the importer there are forwarded to the area registration unit of the Bangladesh Bank by the authorized dealers duly authenticated. The LCAF are registered by the Bangladesh Bank registration unit subject to observation of usual drill. The officer kin-charge of the Bangladesh Bank Registration unit will give the restoration number on all the copies of LCA forms under his signature. Thereafter, the same will be opened unless a LCA forms which has been registered with the Bangladesh Bank.

c. After registrati8on the original and duplicate copies of the LC authorization forms will be delivered to the authorize representation of the banks from whom the same received by the registration unit of the Bangladesh Bank.

d. The authorized dealers will not issue blank L/C authorization forms to their clients; the importer should sign the L/C authorization for in presence of Banks officer. The A.D should sign the LCA form and verify the importer signature. Authorized dealer shall keep it carefully. 

e. All Authorized dealers will remain to have with them specimen signature and photo and authenticating officers of the Bangladesh Bank registration Unit

f. The registration will remain valid for 11 months or 17 months As the Case may be depending on the commercial and Industrial machineries.

g. When letters of credit have been opened against the Exchange control copy of the copy under the stamp and signature of the authorized dealer.
5.7.15 L/C advising:

L/C must be typed in the printed the format of a bank. After typing, L/C should again be checked up advised by short cable, short cable be sent \n corporation principal term of the L/C as under:-

a. Advice irrevocable L/C No.........date............favoring....... (beneficiary’s name and address)

b. Amount (foreign currency)

c. Merchandise to be imported.

d. Negotiation days

e. Name of the importer with address.

f. Test number.

g. Air mailing details.

The airmail L/C must state as under “This is a confirmation of our cable dated”.................This is necessary to eliminate the possibility or issuing two advised of dispatching the same L/C to the beneficiary by the foreign correspondent. 

Add confirmation:

Sometimes the beneficiary of the L/C may ask for add confirmation to all L/C by an internationally, reputed bank in the beneficiary’s country. The import is requesting his bank i.e. opening to do so in writing.

The opening bank advised the L/C through their correspondent with whose have prior arrangement of credit line. Instructions are issued in the following language. “Please adding your confirmation of the credit at beneficiary’s cost” Adding confirmation L/C is negotiation restrict to the bank who has added their confirmation the credit.

Such undertaking can neither be amender nor cancelled without the agreement of the issuing bank, the confirming bank and the beneficiary. 

Disposal of L/C copies and fillings:

L/Cs is normal typed in respective banks printed format in manifolds (9 copies). The original L/C is sent to the advising bank for beneficiary and 2nd copy sent to the above bank at the same time for their own purposes, 3rd copy for importer, 4th copy for reimbursing bank 5th & 6th copy office copy of the bank, 7th copy for I.D. 8th copy for CCI & E and 9th copy for Bangladesh Bank.

One copy for importer be sent to them alone with the memo of changes incurred by the opening bank for the L/S stating their account has been so debited for the amount of Memo including that amount of margin.

Partial utilization of LCA:

When several L/Cs are opened against a single LCA endorsement must be given according to the L/C opened and aggregate of all the L/Cs must not exceed the value of LCA. Particulars of all the L/Cs should be noted on the back of LCA under “opened L/C no ............dtd ...............for F Currency .............@............... equiv. Tk..............balances is Tk....................

5.7.16 Accounting procedure for opening L/C :

The following accounting system is followed in documentary credits. The register shall be posted immediately on receipt of approval from the manager to open L/C. this register shall control the numbers of L/C. Following entries are to be passed:

Currency Voucher:


Dr. Assets as per Contra (L/C WES) at notional rate


Cr. Liability as per contra (L/C WES)

”


Dr. F.C. Deposit (WES fund held A/C)

”

Cr. F.C. Deposit A/C (WES L/C cover)

”

Taka voucher:


Dr. Party’s A/C (Current A/C)


Cr. Sunday Deposit (Security dep. L/C WES A/C)


Cr. Telex recovery A/C (at the L/C is transmit by telex or cable).


Cr. Commission (As per Bangladesh Bank Circular).


Cr. P & T A/C.


Cr. Murabaha Import L/C @ B.C. selling rate.


Cr. WES fund purchase A/C.


Dr. Profit receivable A/C WES


Dr. Profit receivable A/C (monthly creditable by daily product basis).


Cr. Investment Income A/C.

5.7.17 L/C Amendment:

Amendment of irrevocable letter of credit is not permissible without the joint consent of all the parties involved in documentary credit operation.

Time Extension:

A written application from opener is verified a relevant license/ LCA/ permit of the loan/ Barter must remain valid up to that period the extension is sought. Increase of L/C amount may be done provided the LCA covers the increase in amount. 

L/C amount can be decreased provided the relevant Indent is amending accordingly and with the consent of beneficiary.

Each of clauses of the L/C can be amended provided the parties involve the L/C consent to it. Procedure or preparation and dispatch:

Amendment is to be typed in the Banks printed format. The copies of the amendment must be dispatched to all concerned as done in dispatching the L/C. Amendment be kept in the L/C file chronologically date wise.

Bank charge:

Amendment commission is to be realized form the party as per instruction of Bangladesh Bank F. E. Circulars.

Accounting procedure.

Dr. Party’s A/C.

Cr. Commission A/C.

Cr. Postage & Telegraph A/C.

Liability:

If the amount of L/C increased the liability voucher is to be passed as under:

Dr. Liability as per contra (WES L/C).

Cr. Asset as per contra (WES L/C).

Dr. Asset as per contra (WES L/C).

Cr. Liability as per contra (WES L/C).

A fresh Liability is to be passed including amount of increase on the date of amendment.

5.7.18 Back to Back L/C:

Meaning of Back to Back L/C :

Back to Back L/C is a type of import L/C either in inland or in abroad, which open against lien on valid expert L/C. 

In our country in export garment this method of finance is widely used and very well known to the manufacturers of garments. Bangladesh exporter received an irrevocable L/C. for supply readymade shirts from an American Bank. For manufacture of the ordered shirts the exporter. Dose not has required raw materials and cloths. To execute the order he is to import materials and cloths from Korea.

Then the Bangladesh exporter does not have the required raw materials and clothes. To excite the order he is to import materials and cloths from Korea.

Then the Bangladeshi exporter will have to open an import L/C favoring Korean suppler for import of cloths and accessories. The L/C is opened by the Bangladeshi bank keeping the American Bank L/C in the ‘back’ (i.e. to fulfill the requirement) of the export L/C is called back to back L/C.

While opening such import L/C the Bangladeshi exporter is to pledge to manufacture the shirt by the Korean in imported cloths under boded ware house system.

Problems of Back to back L/C :

1.
Shipment time gap: Sometime time is shorted for exporting against import L/C, kit may be caused.

2.
Terms and rules violations: IBBL cannot violate the rules & term of Shariah council.

3.
Selling violation: Out of agreement IBBL cannot receive excess wanted.

4.
Payment of back to back L/C bill: No stock bills are supported against Shariah.

5.
Gaps of International rules & regulations.

Prospects of back to back L/C :


1.
It is Garment oriented readily.


2.
Backward lender (must have)


3.
To continuous quality improvement. 


4.
To exchange customer facilities.


5.
To be continuous of our authorized.

L/C Opening functions:

The following functions are maintained for opening L/C.


1.
Opening the L/C.


2.
L/C Lodgment.


3.
L/C Retirement.

5.7.19 Lodgment of L/C:

When the documents received from the foreign correspondent and checked with L/C file by two persons to ascertain the correctness it is found in order at that time make entry in the bill register and pass the necessary voucher (reverse the liability entry). The process is known as lodgment. Document must be lodged within 3 (three) days. In three ways the documents may be transferred to the parties. 


a) Cash Payment.


b) MPI (Murabaha post imported).


c) Murabaha WES bill.

5.7.20 Retirement of L/C:

When the parties retire the documents by cash payment or by MPI/LIM arrangement is known as retirement.

Kinds of Bill:

a. At sight 


b. Collection (30 cash/ Loan? Barter)


c. Issuance/Deferred.

5.7.21 Check up the document:

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

1. Invoice 

2. Bill of Lading 

3. Draft 

4. Bank forwarding date.

1. INVOICE:


a) The invoiced amount tallied with draft amount.


b) The invoice is shown by the beneficiary ad s signed by him.


c) Description of goods in the invoice and bill of Lading are identical.

2. Bill of Lading:

a) Full set of on board and freight prepaid incase of CFR value duly signed by the shipping company.

b) Correct description of goods is given as per invoice and bill of Lading.

c) Shipment date is given as per L/C.

d) Bill of Lading not closed or closed or dirty, if so, the acceptance of is required.

Endorsement of LC/ License:

LC form must be endorsed showing the utilization of shipment as under: 

“Utilized 
(F.C..........) equivalent Tk. . . . . . . . . . @ . . . . . . . . Under Bill No......... Against L/C No. Balance Tk.....................

Signature of the official noting on the L/C file:

As soon as documents are lodged the utilized amount is to be noted on the Back of the L/C copy or on the printed format of the L/C file.

Security Documents:

Documents must be kept under & Key of the Bank under the custody of a responsible officer.

Intimation to the Importer:

Importer is to be advised on the date of lodgment of documents with full particulars of shipment to retire the documents against payment or to dispose the import documents as per pre-arrangement, if any. Documents must not be handed over to the importer without payment of without making any arrangement for disposal.

Lodgment of deferred/ Issuance Bill:

After scrutiny of documents, if it is found in order, the documents are presented to the importer for acceptance. The draft is presented under a covering schedule as follows:

“We have received a original documents for US$..................Drawn on you which present for your acceptance on the 1st of exchange duly signed by you under robber stamp. Please return us the draft within one day of your receipt”.

Dishonor of Documents:

If a documents if found discrepant by the Bank on checking a telex/cable message is to be sent to the negotiating Bank/ Collecting Bank on the date of receipt of documents in the following language.

Your Ref. No.......... Under out L/C No.................for US$............Bears discrepancy (i.e.) 1..................2........................3.............etc. Referred to draw shall revert on hearing. Meantime documents held at your risk and responsibility”

Regards:

In the meantime the discrepancies are also to be referred to the draw for their acceptance.

The reply of importer is to reach to the Bank within 72 hours in case of non-acceptance. The dishonor is to be communicated to the negotiating bank within reasonable time. Unusual delay in communication of dishonor is not acceptable to the negotiating Bank and the issuing Bank forfeits its right to claim refund.

Retirement Procedure for Deferred Payment of issuance Bills/ BB Bills :

When the draft is returned by the draw (importer) after duly accepted by him the following procedure to be maintained.

1.
The maturity date is to be worked out and noted in the bill Register and also in due date diary. The due date diary may be maintained by the dealing officer ad the Manager in-charge of foreign Exchange Determent.

2.
The Foreign Correspondent should be advised the due date maturity and be authorized to debit the NOSTRO account or to claim reimbursement on due date as per L/C terms.

3.
All the documents delivered to the importer except accepted bill of exchange/ draft.

For liability of issuance bill reversed the following vouchers are to the assed be the Bank.

Dr. Liability as per contra, When retired the documents, the as Cr. Assets as per contra. Voucher under:





Dr. Party’s A/C.





Cr. H.I., I.D A/C.





Cr. R & T A/C.





Cr. F.C.C. A/C.





Cr. Commission A/C.

Checking & Advising of Export L/C Processing of Opening of BB L/C :

Books, Register and forms required:


1. Export L/C advising register.


2. Test key.


3. Signature Book-lets of foreign correspondence.


4. L/C advising and amendment advising letter forms.


5. Inward received register.

International transfer of goods are made through the letter of which issued by the Foreign Bank at the request of Importers in favor of Exporter. Such export L/Cs. is enrolled through the Bangladesh Banks by the Foreign Banks who have correspondent relationship.

The foreign issuing banks may advice a credit in the following manner:

1. By short cable/telex followed by airmail.

2. By full telex (no airmail confirmation).

3. Airmail letter of credit.

4. Advising of L/C after adding confirmation.

a. When a telex L/C is received by the bank it should be recorded first in the Bank inward cable/telex received register. Then it would be passed on to test section for decoding and to verify the test number. When the rest verified then the full telex L/C message will be passed on the beneficiary in the printed format of the advising bank. 

b. When a L/C is received by short cable authenticate the test number and advised it to the beneficiary. The item is to be diaries to follow up the airmail. Inward register and then the signature on the L/C is to be verified by authorized officer of a bank and finally is to be forwarded to the beneficiary under forwarding schedule, it found in order in all respects.

All the necessary particulars of the L/C both cable or airmail original export L/C are to be enter in the L/C advising register.

Adding confirmation to Export L/C: 

Add confirmation in an undertaking to the Exporter by the advising bank on behalf of the L/C opening Bank regarding payment of documents value to be submitted against the L/C.

Add confirmation is to be given at the request of L/C opening Bank. Therefore, their must have an agency arrangement between both the bank i. e. L/C opening bank and advising bank, First it is to be checked whether the issuing bank is a corresponding bank, if so whether there is any credit limit has been fixed. In case of foreign Banks of good understanding adding confirmation to the export L/C is done without any limit. The sanction of appropriate authority (H.O) is required before confirming a L/C. No confirmation should be added in respect of V issued by unknown banks. Revocable L/C of L/C of banned countries must not be confirmed.

While adding confirmation commission must be realized as per instruction of the correspondent. While on L/C is confirmed its negotiation is done by the confirming bank usually.

Accounting Procedure for confirmation of L/C :

Dr. Customer Liability (Confirming L/C.)

Cr. Bankers liability (Confirming L/C.)

Amendments:

1.
On receipt of amendment, must be authenticate the test or verify the signature. If the test number is incorrect or signature differs, cable confirmation must be obtained from the L/C opening bank. Meanwhile, amendment may be advised as unauthenticated.

2.
Dispatch under register mail or by special messenger. Realize the advising commission Tk. 200/- per L/C and Tk. 200/- per amendment from the beneficiary as per rules of the bank.

Before advising any L/C the following steps must be ensured (Checking of export L/C.)

Before advising the export L/C to the beneficiary advising bank should check the terms and conditions of export to ensure the following points:

1.
That the exportable commodity is not banded by our export policy. 

2.
That all the L/Cs are subject to uniform custom and practice for documentary credit ICC publication No. 500, 1993 revision.

5.7.22 Banks involved for opening L/C And Single Deal System of IBBL :

Five banks may be involved for opening L/C. These are given below:


1. Negotiating Bank- On behalf of exporter.


2. Issuing Bank- On behalf of importer.


3. Advising Bank- Advice to the exporter.


4. Confirming Bank- Who confirms the L/C on behalf of exporter.


5. Reimbursement Bank- Exporters (specify)

         Documents forwarded to issuing 
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Single deal system:

Islami Bank certify the CRF (clear Report finding) and all agreements are made before opening L/C, as a result its goods are not sold again raising the products price or reducing the products price. It is the single deal system. Because IBBL deals with the business of selling any buying, not loaning.

Requirement for PSI (per-shipment inspection) :

Duties are imposed on item; the following papers are needed-


1. L/C Copy.


2. Performa invoice.


3. Insurance photo copy (cover note).


4. Tin (Tax identification Number).


5. VAT certificate (Registration Number)


6. Pre-shipment Inspection information form.

5.7.23 Charges for L/C opening:

1. L/C commission: L/C commission 50% within 90 days, first Quarter and Subsequently increase 30% and upon on 15% vat.

2. FCE- (Foreign correspondent charge): Below $25 up to $ 2500. if applicant want to bear the application charge them addition $ 75 will be charged.

3. Telex- per Telex 300 Tk. But if amendment is consider then per amendment 500 Tk. and of Courier Telex, then it will be 1500 Tk.

4. Handling charge- Tk 200 fixed.

5. Stamp change: -   Per L/C 360 Tk.


Murabaha gain 150 Tk.


L/C application 150 Tk.



Other
     60 Tk.




   360 Tk.

6. L/C Margin- that mean cash security ordered by Bangladesh Bank. For industrial items it is liberal & for luxurious items it is highly cost.

How many parties are involved of L/C?


1. Importer


2. Exporter


3. Opening/ Issuing bank


4. Advising Bank




5. Negotiating Bank


6. Confirming bank


7. Reimbursement bank.

Which documents are given to the parties for opening L/C, by the bank?


1. IMP form.


2. L/C EXP form.

3. Charge document (for, D.P. notes, disbursement, Murabaha agreement, Sanction advice, TR (Trust receipt), letter of authority

4. Letter of pledge

5. Letter of Hypothecation.


6. L/C application.

7. Letter of guarantee.

How many copies are needed of import form?


According to import act 4 copies are needed:


1. Original for Bangladesh Bank.


2. Duplicate for authorized dealer.


3. Triplicate for authorized record


4. Quadruplicate for submission to the Bangladesh Bank.

L/C authorization form:

It is made for


1. Commercial Sectors.


2. Industrial Sectors.

It contains 6 pages.


1. Original for exchanged Control purpose.


2. Duplicate for custom purpose.


3. Triplicate for listening authority.


4. Quadruplicate for listening authority.


5. Quadruplicate for the registration unit of Bangladesh Bank.


6. Office copy for authorized Bank

What contains of L/C form:


1. L/C Number


2. Shipping period


3. Importer name & address


4. IRC (Import Registration Certificate)


5. Years of renewal


6. L/C value (It is mentioned transferring currency and Tk.)


7. Source of financing. 


8. Description of goods


9. HSC (Harmonious system code.)
Procedure for Transferable L/C:

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

A transferable credit can be transferred once only. Fractions of transferable credit can be transferred separately. The aggregate of transfers will be treated as only one transfer; the aggregate of such transfers must not exceed the original value of L/C.

When transfers are made in part it should be verified that the original L/C permit part shipment.

While transferring a credit bank may hold the original at their custody. Each and every transfer must be noted on the back of the original one. All the transfers are to be noted in the L/C register. Bang charges/ commission are to be realized from the 1st beneficiary unless otherwise specified.

Each transferable L/C is subject to UCPDC, ICC publication No. 500, 2000 revision.

Processing and Opening of Back to Back L/C Procedure :

An exporter serious to have an import L/C limit under back to back arrangement, must have apply to the designated bank in prescribed forms for sanction for opening of Back L/C. In that case the followings information is to be furnished by the applicant:


1. Full particulars of Bank account.

2. Types of business (Proprietorship, partnership, Ltd. Co.) In case of Ltd. Co. Balance Sheet of last 3 years and the name of directors.

3. Historical Back ground.

4. Amount of limit required/

5. Terms of payment.

6. Goods to be imported.

7. Security to be offered.

8. Repayment schedule and source of fund.

9. Other liabilities of the customer with the bank.

10. Statement of Assets and liabilities.

11. Trade License.

12. Valid bonded war house license.

13. Membership Certificate.

14. Income Tax declaration.

15. Memorandum of Articles.

16. Registered partnership deed (if partnership firm.)

17. Resolution.

On receipt of above particulars and papers, the back to back L/C opening section of the bank will prepare a credit report of the concerned importer/ exporter. 

On receipt of above information, the designated branch must be obtained a sanction from Head Office for opening back to back L/C.

In all cases the sanction must be informed to the importer for acceptance. On security confirmation form the client that the terms and conditions of the sanctioned are acceptable, the subsequent documentation/charge document is taken up.

Confidential Report of Foreign Suppliers:
According to exchange control regulations bankers are required to obtaining confidential report of the beneficiary of L/C before opening the same, if the amount of L/C exceeds Tk. 5.00 lac. Bank cans L/C below Tk. 5.00 Lax without obtaining confidential report. Bankers can write to their Foreign correspondents to supply the confidential report. But from practical experience foreign correspondents of different countries are not supply timely.

To overcome the above situation bankers can consult reference books i.e. MUNN/DUNN/BRADSTREET/ Trade Directory of various chambers of commerce of different countries. On receipt of confidential report from any source the bender can accumulate the same in one master file.

5.7.24 Negotiation of Export Documents of Back to Back L/C :

On receipt of documents it must be checked properly and then a proposal sheet would be prepared as per banks format indicating the full particulars of shipment and discrepancies under the signature of authorized person and should be placed to the manager/ appropriate authorized for disposal instruction or sanction.

L/C Terms:

Each and entry chaise in the L/C must be complied with meticulously and ensure the following:


1. That the documents are not stale.

2. That the documents are negotiated within the L/C validity. If a credit expires on a recognized bank holiday its life is automatically become valid up to the next working day. This is to be stipulated in the documentary schedule quoting the relevant article of UCRDC.


3. That the document value does not exceed the L/C value.

DRAFT: 

Draft is too examined an 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 order of the bank.

3. It must be draw by the opening bank instead of beneficiary of the credit as Per UNPDC 500.

4. The signature of the drawer must be verified by the bank.

5. In case of issuance bill the bill the requisite foreign bill stamp has been affixed as per stamp act. in the country.

6. Amount must be dallied with the invoice amount.

7. 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 in not sufficient.

8. Required number of invoice is submitted.

9. The shipping mark and number of packing list shown in the B/L. must be identical with those given in the invoice and documents.

10. The invoice value must not be less than the value declared in EXP form.

11. Invoice amount must be correct on the basis of price, quantity as per L/C.

12. Invoice amount must be correct on the basis of price, quantity as per L/C.

13. Consular invoice must be steamed by the local consulate/ embassy of the country to which the goods are imported.

Other Documents:

Certificate of origin, weight certificate, packing list, Inspection certificate, certificate of analysis, quality certificate of analysis, quality certificate etc. each of these certificates must conform to the goods invoiced and are relevant to L/C.

Recording in the Register:

After checking and disposal instruction/sanction of the competent authority the full details of the shipment and all the relevant documents are recorded in the prescribed FBP/FBN register. The following particulars are to be noted:


Date end FBP number.


Name of the shipper/exporter.


Name of the Export goods.


Name of the vessel.


Name and address of the importer.


Master L/C number and the name of issuing bank.

EXP No. date of report, disposal of EXP-Duplicate and Triplicate and disposal date of EPC (Export price committee) export of raw jute/DRF (Registration form for export of jute goods).

Discrepancy if any (reference of indemnity. reserve if any).

Amount in F.C. and taka, rate, exchange earned etc.

Date of reminder issued.

Date of realization and P.R.C (Proceeds realization certificate).

Whether issued or not.

Date of reporting of transaction to Bangladesh Bank (Vides- 1,2,3 etc.)

5.8 EXPORT

5.8.1 Meaning of Export:
Export means lawful carrying out of anything from one country to another country for sale

5.8.2 Definition of Exporter: 

The importers and exports trade of the country is regulated by the Imports Exports Control Act 1950. No person /firm is allowed to export any thing from Bangladesh unless he is registered with CCI and E under the registration order (Importer and Exporter) 1952. To become an exporter an ERC (export Registration Certificate) must be obtained from the office of CCI & E.
5.8.3 Procedure for obtaining Export Registration Certificate (ERC) :

For obtaining Export Registration Certificate (ERC), intending Bangladesh Exporters are required to apply to the CCI & E authority in the prescribed from along with the following documents:
           a) Nationality Certificate.


b) Copy of valid Trade License.


c) Income Tax Certificate.


d) Bank Certificate.


e) Copy of rent receipt of the business firm.


f) Registered Partnership Deed in case of partnership concerns.


g) Memorandum of Articles & Association and Incorporation certificate in 

    Case of Limited Company. 

On satisfaction of the CCI & E the potential exporter is advised to deposit export registration fee of Tk. 1,000/- through Treasury Chelan to Bangladesh Bank/ Sonali Bank for enabling them to issue ERC. The ERC may be renewed every year on payment of renewal fee of Tk. 1,000/- through Treasury Chelan as started.

Get the name of the Importer/ buyer: 

The following authorities/ organizations will be able to furnish the names of foreign buyers

a) The export Promotion Bureau.

b) Trading Corporation of Bangladesh.

c) The Commercial Representatives locater in our Embassies/ High Commissions abroad.

d) Commercial Representatives of Foreign Governments located in our country.

e) Commercial Banks, chamber of commerce and Trade Association.

f) International Chamber of Commerce, Paris and other organizations through their Directories, Periodicals and Publications.

g) Direct Trade Deals of the Government.

h) World Directory of Industry and Trade Association. 

i) Export Service Organizations i.e. shipping lines, airlines, marine insurance firms etc.

j) Trade Fairs.

k) Trade Directories of the world.

5.8.4 Different types of Export:

a. Export under L/C

Exporters are allowed to export the commodity under irrevocable letter of credit. Under this type of export, exporter will ship the goods as pr terms of the credit and will get payment as per arrangement of the credit.

b. Consignment basis export:

Exports are allowed against firm contract. As per contract, importer will ship the goods and the buyer will make payment after selling the consignment.

c. Export against advancement payment:

Sometimes exporter receives payment in advance. In that case Authorized Dealer should obtain a declaration from the exporter on the “Advance receipt voucher” certifying the purpose of the remittance. Then the exporter will export the goods against the advance payment.

5.8.5 General Rules for Export:

There are some rules, which are mandatory for export of any goods form Bangladesh. The rules are as under:

(1) No Person can export any goods from Bangladesh, unless he is duly registered as an exporter with the CCI & E.

(2) All export must be declared on the EXP form, which is consisting of 4 copies.

(3) Export mush is against any of the following:


 
a) Export L/C.



b) Firm Contract.



c) Advance Payment.

(4) Transport documents related to land route or sea and any other Author8ized Dealer. The Airway Bill and any other documents of title to car4go may be drawn to the order of a Bank in the country of import. However in case of advance payment, transport document may be drawn to the order of Foreign Importer Bank endorsement of transport documents is prohibited. Directions under Sl. No. shall not apply in the following cases:


a) Export of Trade sample.


b) Personal Effects.


c) Goods shipped under the order of Govt.


d) Export of fresh fish, vegetable and fruits.


e) Gift package for less than Tk. 50/-.

(5) ‘EXP’ must be submitted to the Bank by the exported and Bank will submit the Duplicate Copy to the Bangladesh Bank within 14 days from the date of shipment.

(6) Payment for goods exported should be received through an authorized dealer in freely convertible currency.

(7) Export proceeds must be received by the exporters within 4 months.

(8) Overdue export bills statement to Bangladesh Bank should be submitted by the 15th of the month, following quarter to which it relates.

(9) In case of short shipment, exporter should give a notice of short shipment of\n the prescribed from in duplicate, the prescribed from in duplicate, the customs, who will forward a Certified copy of the notice, to the Bangladesh Bank.

5.8.6 Issuance of EXP Forms and Numbering:

Bank will certify EXP Form only after confirming the following:


a) Arrangements have been made for realization of Export proceeds.


b) Bona-fides of the importer/ consignees abroad.

c) Arrangements have been made for receipt by Authorized dealer of documents of title to goods.

d) The EXP has been signed by the exporter.

EXP number should be as under:


	Ads Code
	Register Serial No
	Year

	
	
	
	
	
	
	
	
	


Disposal of EXP Form:

I) The EXP Forms are quadruplicate. Exporter will complete and sign the EXP Forms.

II) After completing him EXP Forms, exporter should submit all copies to the AD for certification. After Bank’s certification it to be submitted along with the shipping bill to the custom authorities. Custom authorities affixing their seal & signature will return the duplicate, triplicate and quadruplicate copies to the exporter. The original copy to be forwarded to Bangladesh Bank by custom authority. 

III) Exporter will submit the remaining copies EXP forms along with invoice to the AD through whom payment to be received.

IV) AD should submit the certified duplicate copy of EXP forms to the Bangladesh Bank within 14 days from the date of shipment.

V) Upon receipt of payment, the AD should also submit the triplicate copy of EXP form to Bangladesh Bank at the end of the month certifying on the reverse of the form, with monthly summary statement.

5.8.7 Stages & Mechanism of Export:

1) Exporter will make the goods ready for shipment.

2) Arrangements have to be taken for inspection of the goods by the     competent authority as per credit terms.

3) Exporter will declare on EXP form against export L/C/Firm Contract/ Advance payment.

4) Exporter have to arrange approval for export from custom authority on EXP from by submitting Export L/C, Export permission from CCI & E, Quota clearance from EPB, U.D. in case of garments, invoice, packing list along with shipping bill prepared by C&F agent.

5) After completion of custom formalities, shipping company will receive the goods and will issue B.L.

6) Exporter will collect visa/ license and certificate of origin for final documentation.

7) Exporter will submit the full set of documents to the negotiating bank for negotiation.

8) Negotiation bank will dispatch the documents to the issuing bank for clearance of the goods from destination against payment as per credit terms.

5.8.8 Export Documents Checking:

After submissions of export documents by the exporter, Bank must check, whether the entire required document submitted or not. Bank must examine all documents stipulated in the credit with reasonable care to ascertain whether or not they appear, on their face to be in compliance with the terms and conditions of the credit. The Banks will not examine documents not stipulated in the credit. To examine documents Bank must follow the L.C terms and international standard banking practice. Automated or computerized carbon copies to be treated as original documents if it is marked ‘original’ Copy documents need not be signed. Multiple documents means one original and remaining copies, Signature, Mark, Stamp or label is sufficient for authentication of document. Bank will accept a prohibited in the L/C.

Some common discrepancies in Export Documents:

1)  Late shipment.

2)  Late presentation.

3)  Part shipment effected.

4)  Consignee/Notify party differs.

5)  F.CR presented instead of B/L.

6)  House Airway Bill presented instead of AWB

7)  B/L shows “ freight collect” instead of “freight prepaid”

8)  Shopped on Board not marked on the B/L

9)  B/L is caused

10) Description of the goods differs

11) Unit price differs

     12) Amount overdrawn

13) Pre-shipment inspection certificate absent

14) Certificate does not cover credit terms

15) Certificate not signed by authorized person

16) Not showing inspection of the gods at named place.

17) Telex acknowledging receipt and giving acceptance on sample, not presented etc.

5.8.9 Export Financing:

To meet up the cost of the goods to be exported, the exporter, the exporter may require Bank finance. Besides, he may require finance for go down rent, freight etc. Event after shipment of the goods, exporter may require Bank finance to meet-up his current expenditure up to repatriation of the export proceeds.

There are two types of export finance:


(i) Pre-shipment finance.


(ii) Post shipment finance.

Pre-shipment finance:

Pre-shipment investment is finance, allowed by a Bank to an exporter, to meet the cost up to the shipment of the goods t overseas buyer. The purpose of the investment is to purchase raw materials or finished goods or manufacturing processing, packing and transporting the goods.

Post shipment finance:

There is a time gap between export of the goods and realization of the proceeds. So exporter may require finance in that period to continue his business. So Bank may finance against export documents ensuring the following: 

           1) Export documents comply the credit terms.


2) Buyer is bona-fide.


3) Party’s past performance is satisfactory.


4) Any other security in case of export under contract.

5.8.10 Security of Pre-shipment Investment:

1) Bank will mark loin on the related export L/C.

2) Bank will finance against a L/C having sufficient time to procure the goods for export.

3) Finance to be done after arrival of the imported raw materials under back-to-back L/C.

4) Bank will supervise the production from time to time to ensure export of the goods in time.

5) If finance is applied for a particular purpose Bank will ensure the proper use of the money for the purpose only.

6) Change documents to be signed by the exporter before disbursement of the PSI.

7) In case of Quota finance, Quota allocation letters to be kept lien with the Bank.

8) Bank will adjust the liability proportionately from related export documents.

5.8.11 Types of Pre-shipment Finance:

1) Cash finance for purchase of raw materials/finish goods.

2) Cash finance for factory rent, wages & salaries and all other factory expenses.

3) Finance for payment of freight.

4) Purchase of Quota to export the goods to Quota countries.

Limit of Pre-shipment finance:

1. As. per existing rule Banks can extend pre-shipment facility up to 90% of Export L/C value (FOB value)

2. Bank will finance with in the Head Office sanction limit for the concerned client.

3. Other liabilities of the client with the Bank also to be considered for extending pre-shipment facility.

5.8.12 Issuance PRC:

Sometimes exporters are required to submit to the various Govt. Agency evidence of goods and realization of their proceeds. In such cases proceeds realization certificate (PRC) may be issued.

Negotiation/ Purchase of Bill without L/C:

In our country exports are also made on the basis of contract between the buyer and the seller with out the cover of L/C. In such case document are delivered to the buyer through the intermediary of foreign correspondent of the A.D against payment. Limit (post shipment finance) is usually sanctioned from Head Office to such exporters to boost up export of the Country.
Document sent on Collection Basis:

When the bank refuses to negotiate the document due to major discrepancies, the bill is sent by bank on collection basis under written instruction from the beneficiary. To handle such transaction as per ICC Publication No. 322 named “Uniform Rules for Collection”

5.8.13 EXP Requirement:

All export from Bangladesh must be declared by the shipper on EXP form to the Bank enabling them to submit the duplicate within 14 days from the date of shipment.

The shipper is required to repatriate the export proceeds within 4 months from the date of shipment otherwise penalty is imposed upon them. A careful watch is to be dept to ensure that the sale proceeds are received on due date. A due date diary must be maintained to pursue the individual case.

5.8.14 Shipping & Customs Formalities:

International transfer of goods are made through the Letter of Credit which issued by the foreign bank at he request of Importers in favor of exporter. Such Export L/Cs is enrooted through the Bangladeshi Banks by the foreign banks who have correspondent relationship.

The foreign issuing banks may advise a credit in the following manner:

1. By short cable/ Telex followed by Airmail.

2. By full telex (No airmail confirmation).

3. Airmail L/C.

4. Advising of L/C after adding confirmation.

5.8.14.1 Keep the goods ready for dispatch (shipment):

On receipt of the order from the importer, the exporter is to take immediate steps to manufacture the goods if they are not already in stock according to the specifications desired and keep them ready for dispatch. 

Inspection of Goods:

The goods should be kept ready for inspection of the competent authorities and issue a certificate of quality control required under regulation: for example: 


1. Export promotion Bureau.


2. Custom Authorities who will inspect the goods under Sea Customs Act.


3. Chamber of Commerce and Industry.


4. Other agencies authorized to inspect the goods before shipment.

5.8.14.2 Get in touch with the customs and other competent Authorities:

Getting shipping space: 

In order to export the goods, the shipping companies or their agent must be approached by the exporter for booking space, to know the freight etc. So that shipment may be made conveniently. In this regard, the services of clearing and forwarding agents may be taken conveniently for actual shipment of goods; commission etc. is also to be paid to the agents for this works.

Get in touch with port Authorities:

Who will have to allow the goods to move into the port and make arrangements for loading and unloading and keeping the goods in godsons.

Shipment of Goods and other documents to C & F Agents:

To handle the goods for export in the port of shipment banks nominate clearing agents to handle the goods to pass on custom formalities. Clearing agents are appointer by the bank from amongst the C & F agents of custom authority. The clearing agent on behalf of the bank arrange shipping space in the overseas vessel as per shippers instructions and also pays all the relevant dudes payable to the custom authority shipping company as freight. Bank or the shipper is to reimburse these to the C & F agent to the debit of party account.

Which documents/ papers are requirement in regard to export of goods subject to L/C stipulation:

           1. Commercial Invoice.


2. Certificate of origin.


3. Negotiable bill of lading.


4. Pre-shipment inspection certificate.


5. Quantity & quality certificate.



6. Fumigation certificate depending o the nature of cargo.


7. Phytosanitary certificate depending on the nature of cargo.

           8. Gross revenue proceeds (GFP), export price check (EPC)/ Incase of jute shipment etc.

All the above documents prepared by the exporters are an essential Prerequisite for shipment of export to various countries. In completion of documentary formalities cargo is firmly booked by the shippers. The shipping documentary formalities cargo is firmly booked by the shippers. The shipping agents issue shipping order. The shippers/C&F agent then forward the shipping order along with shipping bill to customs authorities. Customs authorities check up the shipping bills/ in voices/ packing list/ shipment order. GRP/EPC Pre-shipment inspection certificate etc. When they are satisfied with export documents and find jetty and charges have been pad by the shippers, they pass the shipping bill and order for shipment. The export cargo is then weighed by the LMD and shipment is effected in the presence of preventive officer. Immediately when the cargo has been lifted on board on the basis of LMD. Mate receipts are issued by the master/chief officer of ship, and finally bills of lading are prepared on the basis of each mate receipt which is an acknowledgement of receipt by ship owners against shipment of cargo on board.

On completion of shipments when shipping documents are presented to bank for necessary settlement of bill of exchange, the bankers should a\carefully scrutinize/ check that the documents have been prepared as per the terms of L/C.

5.8.15 Some Bad Terms in Export L/C:

Generally the following bad terms are found in the export L/C:

1. Negotiation restricted


: It should be freely negotiable.

2. Expiry out-side Bangladesh

: It should be in Bangladesh.

3. Document to be present for 



Negotiation outside Bangladesh

: It should be in Bangladesh.

4. Bill of lading to the order of opening 

Bank or Buyer



: It should be to the order of negotiating Bank and endorsed favoring opening bank or named bank as per L/C terms.

5. Blank endorsement in B/L.

: In no circumstance blank endorsement is acceptable in exchange control Bangladesh.

6. Airway Bill to the order of applicant
: It should be to the order of a bank.

7. Payment will be made after of 


proceed from a name bank or buyer.
: Payment terms should be clear & specific.

8. G.S.P from requires


: G.S.P form ‘A’ is to be issued by the authority. Only in case of the merchandise to be exported is made by using Bangladesh Raw materials.

5.8.16 Negotiation of Export Document:

If the export document complies the credit terms Bank may negotiate the Document. Negotiation means the giving of value for Draft and/or documents by the Bank authorized to negotiate. For negotiation, Bank will issue and office note taking decisions of purchase the documents and disbursement of fund. If it is decided to purchase the document then it to be recorded in the FBP register putting a serial number for the documents and the following voucher to be passed.

Dr. FBN A/C @ OD sight Export Bill.


Cr. F.C held against BB L/C (79% or as required).


Cr. Marginal deposit A/C against FBN (2% or as required).


Cr. Pre-shipment finance.


Cr. Investment income A/C (PSI).

Cr. Bain WES Bill A/C (For regular 10% & for overdue A/c 20% of generated found or as required)

Cr. Hire Purchase A/C (For regular 10% & for overdue A/c 25% of generated found or as required)

Cr. P&T Recovery A/c

Cr. Local Agents Commission

Cr. FCAD Export A/c (Maximum 7.5% of FOB value as per retention Quota)

Cr. Party’s A/c

It is notable that the above accounting procedure is applicable only for 

100% export oriented garments industries. Other wise funds to be credited to party’s current account and other liability accounts, if any. FBN accounts to be adjusted within 21 days by debiting IBG A/c, Ho, and IBW after realization of the export proceeds in NOSTRO A/c.

5.8.17 Repatriation of Export Proceeds:


Negotiating Bank will maintain regular correspondence with the L/C issuing/ paying Bank for realization of the export proceeds in time. And will follow –up the correspondence related to the discrepancies, discount clear by the buyer to avoid distressed cargo/no realization. Payment must be repatriate within 4 months. Overdue statement to be submitted to Bangladesh Bank quarterly.

5.8.18 Sending Export Documents on Collection:

If the documents are discrepant exporter’s Bank will send the documents to the Issuing Bank on collection, at the request a risk of the exporter.

At the time of sending documents on collection the following voucher to be passed.

Dr. out-ward foreign bill Lodged A/c


Cr. out-ward foreign bill for Collection A/c

After realization of the proceeds, above entries to re

serve and the following voucher to be passed.

Dr. IBG A/c HO, IBW @ Mid rate (Bangladesh Bank’s buying rate +TT documentary (2)

Cr. Party’s Current Account

Cr. Party’s Investment Account

Cr. Investment Income A/c

Cr. Income A/c (Commission)

Cr. P&T A/c

Cr. Telex charge

Cr. F.C held against Back to Back L/C

5.8.19 Export claim & Discount claim settlement:

If the buyer becomes reluctant to accept discrepant documents without discount, banks may allow discount on the request of the exporter, if discount is less than 10% of the export values, subject to post facto approval from Bangladesh Bank. If the discount is more than 10%, prior approval is required. Foreign commission, brokerage or other trade charges related to export may be allowed up to 5% without Bangladesh Bank permission, but for more than 5%, permission is required. In case of export of books, journals and magazines, 33% discount is allowable. Export claim may be deducted from the bill vale or may be remitted against claim after full realization of the export proceeds.

5.8.20 Export Incentives:

To promote the export business, Government has declared some incentives for exporter. Following are the main incentives as per export policy 1997-2002 declared by the Ministry of Commerce:

Retention Quota: 

Exports dared allowed to deep 40% of their export proceeds to their F.C A/c. It is 7.5% in case of export against switch import is higher, proportionately. 

Investment period: 

Normally export finance, as working capital is allowed for 180 days. Now it has been extended up to 270 days for frozen foods, tea and leather.

Credit Card: 

Exporters are allowed to get credit cards for business tour.

Investment Facility: 

Commercial Banks may finance for export, up to 90% of FOB value of the export L/C.

No compensation:

Commercial Banks will not impose compensation on overdue sight export bill under irrevocable export L/C.

Duty Draw Back: 

Those exporters, who are not available Bonded Warehouse facility, are entitled to get duty draw back facility. They will pay the duty to the custom authority at the time of importing the raw materials and after realization of the export proceeds. They will apply for draw back duty paid earlier Authority will pay back the duty.

Bonded ware House Facility: 

100% export oriented industries are allowed to import duty free goods for ultimate export. The goods to be stored at the Bonded Warehouse. 

Duty Free Capital Machinery: 

100% export oriented industries outside EPZ are also allowed to import capital machinery’s free of duty.

Cash Incentives: 

Deemed exporters are allowed 25% Cash Incentive by Bangladesh Bank.

Stock Lot Disposal: 

Rejected Garments & Leather may be sold to local market paying 20% duty on the imported raw materials.

Freight Rebate: 

Bangladesh Biman charging freight at a reduced rate for fruit & vegetable export.

5.9 REMITTANCE

5.9.1 Meaning of Remittance: 

The word “Remittance” originates from the word “remit” which means to transmit money/ fund. In banking terminology, the work “remittance means transfer of fund one place to another. When money transferred from one country to another is called “Foreign Remittance”

5.9.2 Types of Remittance:

Foreign remittance may be classified into.

· Inward Foreign Remittance.

· Outward Foreign Remittance.

Inward Foreign Remittance:

Inward Foreign Remittance means Remittance received from foreign countries from abroad. In other words remittance coming into our country from other countries by the remitter by way of permissible banking channel through freely convertible Foreign Currencies is called ‘Inward Foreign Remittance’ i.e. payless point of view it is inward foreign remittance. On the other hand remitter’s point of view it is called outward Foreign Remittance. During The year 1995-1996 Bangladesh received and amount of US$ 1217.062 Mil as Foreign remittance. The above process of Remittance may be presented diagrammatically as under:

Outward Remittance:

Outward remittance of funds be made by means of T.T. D.D. T.T. etc. the remitter has to deposit money along with the application contains name and address of the payee name of the currency etc. All outward remittances must cover the transactions approved by the Bangladesh Bank. Which are usually for importers travel & educational expenses.

5.9.3 Direct/ Indirect Remitter:

Wage Earners: 

Bangladeshi nationals working abroad both in private sector & in Govt. Sector.

Indenture: 

Indenting commission & Agency commission received from suppliers from abroad. Bangladeshi Nationals working in Bangladesh Embassy abroad.

Foreign Govt./ Govt. organization (UNO & others) who have their own activities in Bangladesh say business, Embassy etc. can also remit to Bangladesh for meting their expenses, salary etc.,

Donors: 

Foreign Donors can only remit to Bangladesh through the Govt. Register Organization & institution etc.

Exporters: 

Export proceeds also remitted to Bangladesh against exporting of goods.

5.9.4 Activities (Task) of Remittance:

Only three activities are executed these are-

1. OFBC – Draft, cheque etc. are drawn outward / abroad:

2. IFBC:  

3. FCC- FC clearing is a place where met to the agents place, from many banks, branches that is drawn on the Bangladesh Bank.

5.9.5 Mechanism of Remittance:

FCAD- Foreign currency A/C Dollar.

FCAP- Foreign currency A/C Dollar.

MFCD- Mudaraba foreign currency deposits.

PFC- Private foreign currency.

FCAD- Exp.- Foreign currency A/C dollar export.

NRO- Non residence dollar.

NRT- No residence Taka.

PDAP- properly development A/C dollar.

PDAP- properly development A/C pound.

5.9.6 Instruments of Foreign Remittances:

Cash for
: Dollar, Pound, France Fr. Riyal or any other currency.

T.C.

: Travelers Cheque.

F.D.D

: Foreign Demand Draft.

T.T

: Telegraphic Transfer, Cable transfer or swift transfer.

M.T

: Mail Transfer.

I.M.O

: International Money Order.

Cheque
: By any person & institution..

P.O

: Payment Order.

5.9.7 Different types of F.C A/C:

Foreign Currency A/c. Under wage Earners Scheme FCAD, FCAP & other.

P.F.C A/c Private Foreign Currency A/c.

N.F.C.D : Non resident Foreign currency Deposit A/c.

Exporters Retention Quota A/c.

Education Foreign Currency A/c.

C.T A/c. Convertible Taka A/c. & Non- Convertible Taka A/c.

5.9.8 Procedure of Opening F.C. A/C’S:

Any Bangladeshi National or any person of Bangladesh Origin who are serving and working abroad (outside Bangladesh) and whose incomes are not derived from Bangladesh sources are called wage Earners. Following formalities to be obtained before opening a F.C A/c.

Opening Form fill up : Account opening form prescribed for Foreign Currency account should be properly filled in.

Signature verifies:

 The signature of the account holder on the account opening form and specimen signature card must be verified with the signature recorded in the passport.

Nominees’ signatures verify: 

The Signature of the nominee, if the account holder desires to authorize to operate the account in absence of him, nominee’s signature must be varied by the account holder.

Photo: 

Photograph of the nominee and account holder must be obtained.

Attestation of Nominee’s photo: The photograph of the nominee must be attested by the account holder.

Photo state copy of Passport: 

First three page and the page where responsible person.

5.9.9 Required Documents for Different Types of Remittance :

1. Declaration form signed by the remitted for getting the WES benefit.

2. ‘C’ Form to be filled in regarding purpose of remittance is required by the remittance from the remitter (for remitting exceeding US$ 20,000/-) 

3. for export-EXP Form duly signed by exporter & other ERC, Invoice, AWB/BL & other documents.

4. Indenting commission-Photo copy of valid RC turn over/VAT, Tax Registration certificate form mist is submitted. Copy of previous month (paid VAT/Tax) treasure challis also)

5. Donation-NGO Bureau’s permission & NGO registration Certificate to be obtained.

6. If the remittance in the Form of Cash/TC is more than US$ 5,000/- then the same to be declared in the Form of FMJ supplied by the custom Authority which is required to produce the bank at the time of encasement.

5.9.10 Accounting Procedure on Foreign Exchange Transaction : (Inward Remittance)

1. For T.T. 1st verify the test Number any entry in the T.T payment register.

Dr. IBG A/c. D.D.ID.

Cr. F.C. Deposit (W.F.H) A/c. (at National rate)

Dr. WES Fund purchase A/c. Tk. @ T.T. Clean

Cr. Party’s A/c.

Cr. Commission A/c.

Cr. Govt. Tax A/c.(If the remittance relates with indenting commission 5% & 15% Vat to be deducted).

2. If the party deposit draft to the bank for collection of the proceeds. In that case the following voucher should be passed:


Dr. Outward foreign bills lodged A/C.


Cr. Outward foreign bills for collecting.

After clearance the proceeds of the draft the voucher as under:


Dr. Outward foreign bill for collecting.


Cr. outward foreign bill lodged A/C.


Dr. IBG A/C. H.O.ID (at notional Rate)>


Cr. Commission A/C.


Dr. W.F. purchase @ T.T. clean rate.


Cr. P & T A/C.


Cr. Pay’s A/C.


Cr. Govt. Tax A/C. (for indenting commission).

3. When a Taka draft presented for payment those who are maintain NRD & Account with us.


Dr. IB General A/c. L.O. (Mentioning related NRT A/c)


Cr. Party’s A/c.

5.9.11 Accounting Procedure for outward Remittance for Issuance FDD/TT (Tested MSG to be given) :

Dr. F.C. Deposit (W.F. Held A/c.) @ 40

Cr. IB. General A/c. H.O.I.D,@40-

Dr. Party’s A/c/ Cash @ B.C. selling.

Cr. W.F. Purchase A/c.

Cr. Commission A/c.

Cr. P & T A/c.

When issued T.C.


Dr. F.C. Deposit (W.F.H) A/c.


Cr. IB General A/c. H.O. ID.

Dr. Parties A/c.

Cr. Commission.

Chapter: Six 

FINDING & RECOMMENDATION

Finding:


As Per Analysis of the report I found the following important information materials:     

· Islamic Banking is a new phenomenon in our country during last two decades. So majority of our people have no proper knowledge about the activities of Islamic Banking as well as its investment mechanism hamper large scope of investment of IBBL. 

· Most of the people in our country have a bad impression of IBBL’s operations regarding indirect generation of interest which meaning no difference between investment of IBBL loan / Credit / advance of conventional banks for this reason, they are not too much interested to make investment with IBBL.

· Because of improper insufficient application of Islamic Banking rule in our country. The investment operations of IBBL can't run smoothly.

· IBBL, which is committed to avoid interest, can’t invest the permissible part of its statutory liquidity Reserve and short Term liquidity surplus in those securities.

· This Bank can't invest in all economic sectors, which are prohibited by the law of Islam.

· IBBL has no strong promotional activities to increase motivate its present and potential investment client.

· IBBL does not grant investment portfolio for new entrepreneurs new businessmen new companies etc., which ultimately create "Class Banking”.

· To ensure buying & selling bank must deal with goods but as per ‘UCP 500’, in credit operation all parties concerned deal with documents and not deal with goods, services or other performances to which the documents may relate. 

· At present there is no Islami money market. Today’s money market is mixed.

· More research may be conducted so that Islami Banks may participate in the foreign currency transactions. 

RECOMMENDATION:
In considering the customer satisfaction on the banking management service the following recommendations are made, which will benefit IBBL and its customers.

1. 
IBBL should increase skilled manpower to do its financial activities more efficiently. So that many of the employees do not have to do extra work. 

2. 
The Bank should go aggressive advertising and promotional activities to get a broad geographic coverage.

3. 
The authority of IBBL should introduce more innovative and modern customer service. 

4.
Practice amount of doubtful income declined substantially during the year as compared to the past few years, indicating more carefulness of the Management in complying with Shariah. As a result, idle money will be invested to increase potential profit of this Bank.

5.
Inclusion of more subjects based on the Quran and Sunnah in the Training courses of the Islami Bank Training & Research Academy in order to develop human resources having morally. 

6.
Arrangement of monthly /quarterly training courses /workshops for the clients selected by the Branches in order to promote Investment clients of the desired level. 

7. 
IBBL should initiates different investment modes according to changing /diverse needs of clients by conducting huge Research and study.

8.
IBBL should utilize "Internship Program" as one kind of promotion policy to encourage its present and potential investment clients. Because, young generation plays a vital role in our economy. To do so this Bank should provides facilities to the internees through proper placement and practical operations as well as job certainty to those who bring introduce themselves the best performers in doing their particulars. 

9.
IBBL should appoint a sufficient number of women employees to deal women entrepreneurs and professionals and understand their needs and thus create demand for investment.

10.
To fulfill the vision of "mass banking" this Bank should grants investment portfolio to new entrepreneurs /new businessmen new companies etc.

11. For the convenient of Islami Banking, necessary amendment of rules may be recommended.

12. Islami money market may be introduced.  

Finally it should be mentioned that IBBL is still very successful and competitive in their customer service, banking operation, management process, record keeping and overall activities of banking.

Chapter: Seven 

SWOT ANALYSIS OF IBBL
Every organization is composed of some internal strengths and weaknesses and also has some external opportunities and threats in its whole life cycle.

Strengths: 

· IBBL provides its customer excellent and consistent quality in every service.
· IBBL is a financially sound company.
· IBBL utilizes state-of-the art technology to ensure consistent quality and operation.
· IBBL provides its works force an excellent place to work.
· IBBL has already achieved a good will among the clients. 
· IBBL has a research division.
Weaknesses:

· IBBL lacks well-trained human resource in some area.
· IBBL lacks aggressive advertising 
· The procedure of credit facility is to long compare to other banks.
· Employees are not motivated in some areas.
Opportunities:

· Emergence of E-banking will open more scope for IBBL.

· IBBL can introduce more innovative and modern customer service.

· Many branches can be open in remote location.

· IBBL can recruit experienced, efficient and knowledgeable work force as it offers good working environment.

Threats:

· The worldwide trend of mergers and acquisition in financial institutions is causing problem.
·  Frequent taka devaluation and foreign exchange rate fluctuation is causing problem. 
· Lots of new banks are coming in the scenario with new service.
· Local competitors can capture huge market share by offering similar products. 
8.0 CONCLUSION

Bangladesh is a developing country. Without developing banking sectors this country’s business sector is not possible to progress rapidly. In such conditions IBBL is trying to develop banking sector through welfare and servicing to the people. Islami economy and banking are bound together. This economy and Banking is not possible to establish without Tauhid, Reshalat and trust of Akhirat. This economy and banking are suitable to operate as a Muslims country. But our Government is not aware to establish such system. IBBL has emerged facing the many obstacles yet. This bank is trying to operate their activities according to Islami Shariah. Islam is a religion for human welfare as well the social welfare. All the steps of Islam are only for the welfare for human being. Above discussion also proves that interest is a curse and in the banking transaction only Islamic bank can help people to relieve of this curse. Islamic banking is the superior banking system. We have to take necessary steps to remove all problems that stand as a great obstacle before Islamic banks as early as possible for the development of Islamic banks.

9.0APPENDIX

Performance of IBBL:

	Particulars
	2000
	2001
	2002
	2003
	2004

	Authorized Capital
	1,000
	1,000
	1,000
	3000
	3000

	Paid-up Capital
	320
	640
	640
	1920
	2304

	Reserved Fund
	1,759.65
	1,998.04
	2,852.07
	3,280.37
	4329.92

	Total Equity
	2,671.06
	2,993.24
	3,540.52
	5,266.47
	6691.12

	Deposits (including Bills Pay.)
	32,112.81
	41547.29
	55,461.62
	69,941.79
	87841.01

	Investments  (Gross)
	29,563.20
	37,648.75
	49,185.92
	59,041.65
	79392.72

	Import Business
	25,327
	25,907
	33,788
	46,237
	59804

	Export Business
	16,889
	16,082
	16,673
	21,738
	29151

	Remittance
	7,644
	9,879
	14,670
	16,668
	23669

	Total Foreign Ex. Business
	49,860
	51,868
	65,131
	84,643
	112624

	Total Income
	3,207.81
	4,259.55
	5,234.07
	6,841.29
	8262.73

	Total Expenditure
	2,877.57
	3,683.43
	4,240.02
	6,039.28
	6419.74

	Net Profit before Tax
	330.24
	576.12
	994.05
	802.01
	1842.99

	Payment to Govt.(Income Tax)
	104.03
	181.48
	397.62
	426.61
	829.35

	Dividend
	25%
	25%
	25%
	20%
	20%

	Total Assets (including Contra)
	49,250.36
	58,550.81
	78,360.74
	98,046.85
	125776.94

	Total Assets (excluding Contra)
	39,362.27
	49,458.22
	65,080.70
	81,704.74
	102149.28

	Fixed Assets
	1,121.15
	1,276.89
	1,723.43
	2,036.66
	2552.70

	No. of Foreign Correspondents
	775
	815
	830
	840
	850

	Number of Shareholders
	7,549
	9,917
	10,757
	14,196
	15892

	Number of Employees
	2,685
	3831
	4249
	4673
	5306

	Number of Branches
	116
	121
	128
	141
	155

	Book Value per Share (Taka)
	4,174
	4,677
	5,532
	2,743
	2904

	Earning per Share (Taka)
	353
	617
	932
	196
	519

	Market Value per Share (Taka)
	3,305
	3,205
	3,956
	4,548
	5110

	Capital Adequacy Ratio
	10.59%
	9.24%
	8.64%
	9.43%
	9.21%


Note: Tk. in (Million).

Foreign Exchange Business performance of IBBL compared to that of national position:

In million taka.

	Year
	Import
	Export
	Remittance

	
	National
	IBBL
	% of IBBL
	National
	IBBL
	% of IBBL
	National
	IBBL
	% of IBBL

	1991
	127986
	6204
	4.85
	68235
	3967
	5.81
	29835
	1814
	6.08

	1992
	146930
	8778
	5.97
	81600
	4949
	6.06
	34692
	2029
	5.85

	1993
	163500
	8612
	5.27
	92985
	5842
	6.28
	40260
	2403
	5.97

	1994
	201105
	14623
	7.27
	114645
	7790
	6.79
	45847
	2943
	6.42

	1995
	257765
	21218
	8.23
	134935
	11016
	8.16
	88873
	2447
	4.40

	1996
	293190
	17874
	6.10
	152105
	11764
	7.73
	56352
	3328
	5.91

	1997
	323625
	17370
	5.37
	184785
	14469
	7.83
	66173
	4806
	7.26

	1998
	363335
	20238
	5.57
	206220
	14894
	7.22
	75662
	6361
	8.41

	1999
	403790
	20396
	5.05
	228870
	14798
	6.47
	90024
	8415
	9.35

	2000
	463990
	25327
	5.46
	286710
	16889
	5.89
	98481
	7644
	7.76

	2001
	492140
	25907
	5.26
	319115
	16082
	5.04
	115785
	9879
	8.53

	2002
	495210
	33788
	6.82
	314550
	16673
	5.30
	164844
	14670
	8.90

	2003
	599250
	46237
	7.72
	361870
	21738
	6.01
	184913
	16668
	8.01

	2004
	303510

Jan--Aug
	59804

Jan-Dec
	---
	466200

Jan--Aug
	29151

Jan-Dec
	---
	139964

Jan--Aug
	23669

Jan-Dec
	---


Source: Economic Trends published by Bangladesh Bank.

Foreign Exchange Business performance of IBBL during the year 2003 & 2004 and target for 2005:

IMPORT

	SL No.
	Name of Branch
	Achieved

2003
	Target for

2004
	Achieved

2004
	%of achieved

over target
	Target for

2005

	Corporate  Branch :

	01
	Local
	10025
	14536
	12847
	88
	17986

	02
	F. Exchange
	3328
	4826
	4585
	95
	6419

	03
	Nowabpur
	3629
	5262
	3774
	72
	5284

	04
	Head Office
	1039
	1560
	2207
	141
	3090

	Sub Total
	18021
	26184
	23413
	89
	32778

	Zonal  Branch :

	01
	Dhaka South
	8962
	13675
	11169
	82
	16083

	02
	Dhaka North
	1253
	2301
	782
	34
	1571

	03
	Chittagong
	8171
	11913
	9338
	78
	13429

	04
	Bogra Zone 
	4779
	6930
	7365
	106
	10317

	05
	KhulnaZone
	4475
	6606
	7460
	113
	10891

	06
	Comilla Zone
	576
	676
	277
	41
	1016

	Sub Total
	28216
	42101
	36391
	86
	53307

	Grand Total
	46237
	68285
	59804
	88
	86085


EXPORT

	SL No.
	Name of Branch
	Achieved

2003
	Target for

2004
	Achieved

2004
	%of achieved

over target
	Target for

2005

	Corporate  Branch :

	01
	Local
	13124
	18374
	16200
	88
	22683

	02
	F. Exchange
	2054
	2875
	3028
	105
	4239

	03
	Nowabpur
	560
	784
	769
	98
	1077

	04
	Head Office
	228
	330
	709
	215
	993

	Sub Total
	151166
	22363
	20708
	93
	28991

	Zonal  Branch :

	01
	Dhaka South
	4764
	7063
	6848
	97
	9587

	02
	Dhaka North
	193
	604
	363
	60
	508

	03
	Chittagong
	571
	950
	860
	91
	1204

	04
	Bogra Zone
	99
	276
	194
	70
	272

	05
	KhulnaZone
	145
	303
	178
	59
	249

	06
	Comilla Zone
	-----
	50
	-----
	----
	----

	Sub Total
	5772
	9246
	8443
	91
	11820

	Grand Total
	21738
	30609
	29151
	92
	40811


REMITTANCE

	SL No.
	Name of Branch
	Achieved

2003
	Target for

2004
	Achieved

2004
	%of achieved

over target
	Target for

2005

	Corporate  Branch :

	01
	Local
	5482
	8234
	5019
	61
	7278

	02
	F. Exchange
	232
	348
	356
	102
	516

	03
	Nowabpur
	58
	87
	39
	45
	57

	04
	Head Office
	330
	512
	380
	74
	551

	Sub Total
	6109
	9181
	5794
	63
	8401

	Zonal  Branch :

	01
	Dhaka South
	1594
	2404
	2652
	110
	3850

	02
	Dhaka North
	1737
	2617
	3173
	121
	4604

	03
	Chittagong
	1564
	2360
	2068
	88
	3011

	04
	Bogra Zone
	484
	730
	945
	128
	1389

	05
	KhulnaZone
	534
	825
	994
	120
	1451

	06
	Comilla Zone
	4646
	7003
	8043
	115
	11684

	Sub Total
	10559
	15945
	11875
	112
	25990

	Grand Total
	16668
	25126
	23669
	94
	34391


      




TOTAL  

	SL No.
	Name of Branch
	Achieved

2003
	Target for

2004
	Achieved

2004
	%of achieved

over target
	Target for

2005

	Corporate  Branch :

	01
	Local
	28638
	41144
	34068
	83
	47946

	02
	F. Exchange
	5614
	8049
	7969
	99
	11174

	03
	Nowabpur
	4247
	6133
	4582
	75
	6417

	04
	Head Office
	1597
	2402
	3296
	137
	4633

	Sub Total
	40098
	57728
	49915
	86
	70171

	Zonal  Branch :

	01
	Dhaka South
	15320
	23142
	20669
	89
	29521

	02
	Dhaka North
	3183
	5522
	4318
	78
	6684

	03
	Chittagong
	10306
	15223
	12266
	81
	17645

	04
	Bogra Zone
	5362
	7942
	8504
	107
	11977

	05
	KhulnaZone
	5154
	7734
	8632
	112
	12591

	06
	Comilla Zone
	5222
	7729
	8320
	108
	12700

	Sub Total
	94547
	67292
	62709
	93
	91117

	Grand Total
	84643
	125020
	112624
	90
	161287


                                                                                Confidential Report 2004
Summary of Foreign Exchange Business performance of IBBL as on 31.12.04

	SL

No
	Nature of Business
	Achievement during

2003
	Target for

2004
	Achievement during

2004
	% of achievement over target 2004
	% of growth over 2003
	Target for

2004
	Projected Growth Rate

	01
	Import
	46237
	67044
	59804
	89.20
	29.34
	86085
	44

	02
	Export
	21738
	30433
	29151
	95.79
	34.10
	40811
	40

	03
	Remittance
	16668
	25002
	23669
	94.67
	42.00
	34391
	45

	Total
	84643
	122479
	112624
	91.95
	33.06
	151287
	43


Foreign Exchange Business:

	SL

No
	Nature of Business


	2004
	2003
	Growth of 2004 over 2003

	
	
	Amount
	% of  Total Amount
	Amount
	% of  Total Amount
	

	01
	Import
	59804
	53
	46237
	54
	29

	02
	Export
	29151
	26
	21738
	26
	34

	03
	Remittance
	23669
	21
	16668
	20
	42

	Total
	112624
	100
	84643
	100
	33


Element of Import:
	SL

No
	Element
	2004
	2003

	
	
	Amount
	% of  Total Amount
	Amount
	% of  Total Amount

	01
	Raw Cotton, Thread, Fabrics & Accessories 
	16767
	28
	15385
	33

	02
	Metal
	5730
	10
	1508
	3

	03
	Fertilizer
	5102
	8
	3573
	8

	04
	Instruments
	4238
	7
	3165
	7

	05
	Wheat
	4172
	7
	2506
	5

	06
	Chemicals
	2848
	5
	1286
	3

	07
	Agricultural Instruments
	2451
	4
	2294
	5

	08
	Edible  Oil
	2382
	4
	733
	2

	09
	Rice
	1892
	3
	2107
	4

	10
	Motor car
	1199
	2
	1831
	4

	11
	Scrap Vessels 
	1160
	2
	316
	1

	12
	Others
	11863
	20
	11533
	25

	Total
	59804
	100
	46237
	100


Element of Export:
	SL

No
	Element
	2004
	2003

	
	
	Amount
	% of  Total Amount
	Amount
	% of  Total Amount

	01
	Readymade Garments
	22842
	78
	18737
	86

	02
	Frozen foods 

& Vegetables
	464
	2
	463
	2

	03
	Jute & Jute made products
	343
	1
	241
	1

	04
	Others 
	5502
	19
	2297
	11

	Total
	29151
	100
	21738
	100


Foreign Exchange Business: 2000-2004
	Year
	Import
	Export
	Remittance
	Total
	Growth Rate

(Year to Year)

	2000
	25,327
	16,889
	7,644
	49,860
	14%

	2001
	25,907
	16,082
	9,879
	51,868
	4%

	2002
	33,788
	16,673
	14,670
	65,131
	26%

	2003
	46,237
	21,738
	16,668
	84,643
	30%

	2004
	59,804
	29,151
	23,669
	112,624
	33%
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Import, Export & Remittance of IBBL :


Growth
    




                  Year 

                                                     (Tk. in Thousand)
	Element
	2000
	2001
	2002
	2003
	2004

	Import
	25327
	25907
	33788
	46237
	59804

	Export
	16889
	16082
	16673
	21738
	29192

	Remittance
	7644
	9879
	14670
	16668
	23669


Total Foreign Exchange Business of IBBL :



                   Growth
                                                    
      
 Year

(Tk. in Thousand)
	
	2000
	2001
	2002
	2003
	2004

	Total
	49860
	51868
	65131
	84643
	112665
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