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Prime Bank Limited (PBL), ‘a bank with a difference’, is a fast growing private commercial bank and it is already at the top slot in terms of quality service to the customers and value addition for the shareholders. In the backdrop of economic liberalization and financial sector reforms, a group of highly successful local entrepreneurs conceived an idea of floating a commercial bank with a different outlook. Prime Bank Limited was commenced their operation in the Bangladeshi banking Sector in April 1995. However, One Nation can’t produce all kinds of necessary goods within its own country. As a result, foreign trade is necessary for a nation, which is carried out by the commercial bank. This sort of trading is known as foreign trade. The bank helps to conduct and maintain this foreign trade smoothly for a country and this can be referred to as the prime function of the foreign exchange department of a bank. In this connection, PBL plays a significant role in the banking and foreign trade field. In addition, it should be noted that foreign remittance part of the PBL mainly focuses on foreign transaction through inward & outward remittance. Moreover, to examine the efficiency of import management system, Letter of Credit (L/C) has been taken as the prime factor. However, despite a decline in recent years, PBL is still continuing its superior distinctive service toward their valued customer in comparison to the other Nationalized Commercial Banks (NCBs). However, as a Bangladeshi bank, PBL is regarded as the most reliable bank and the growing number of its clients indicates the acceptance of PBL among the customers. Moreover, despite of having some limitations, their financial condition is extremely good comparatively to other banks and because of their achievements in various business and customer service field, they are considered as the best private bank in this country.

CHAPTER
ONE

INTRODUCTION
1.1
ORIGIN OF THE REPORT
Now we are living in the age of competition at anything in any places. From that tendency recently Education is also in the age of competition. So different universities and institution in our country upgrade the procedures and standards of teaching. Thus, I have decided to complete my internship in Prime Bank Limited. In this connection, HRD of PBL sent me to the Motijheel Branch and assigned to prepare this report. 

1.2
RATIONALITY

Internship program is the practical aspect of our theoretical learning. It makes a bridge between the gap of classroom learning and practical learning. The study will help formulate suitable policies taking into consideration different ideas, suggestions and feelings of the customers and bankers. Further more, it may noted that Prime Bank executives who are really executing the policies undertaken by the top management will have a chance to communicate their interaction and provide necessary feedback..

1.3
OBJECTIVES

Objectives regarding this study are as follows:
-
To fulfill academic requirement.

-
To gain practical knowledge in banking.

-
To gain practical knowledge on the Foreign Exchange Department of PBL.

-
To get an overview of the private Banking in our country.

-
To identify major strength and weakness of PBL.

· To assess and evaluate the growth trends of PBL’s Foreign Exchange Department.

1.4
DURATION

The duration of the study was a very short span of time. It was three month long internship program. It was very much hard to complete a report as well as assigned tasks by the Bank. So I had to complete this study facing very much time presser. 

1.5
AREA OF OPERATION

This report covers only one branch of Prime Bank Limited i.e. Motijheel Branch. Especially this report emphasizes on the foreign exchange department of prim bank limited. This report is only concerned of the particular branch’s single department of Prime Bank Limited. considers only one Branch of 

1.6
METHODOLOGY


To make the Report more meaningful and presentable, two sources of data and information have been used widely.















Figure 1.6.a: Sources of Data

Both primary and secondary data sources has been used to generate the report as the following way-

Primary Source: Interview, observation, and 3-month work experience with different divisional in charge and suggestions of many executives of the bank

Secondary Source: Annual reports of PBL, Instruction circular of Head Office, Brochures of different Banks, News Paper & Magazine regarding Banking issues, Seminar papers and so on as follows:
· "Annual Report 2007" of Prime Bank Limited.

· Foreign Exchange Manual.

· UCPDC Articles, ICC Articles.

· Periodicals published by Bangladesh Bank.

· Various book, articles, compilations etc. regarding Foreign Exchange 
Operations.

· Various books of Business Communication.

1.7
LIMITATIONS

The major limitations of this study are:
-
Sufficient records, publications were not available as per my requirement.

-
Acquired information is not that much adequate to prepare this report more 
meaningful.

-
Officials were always remaining too much busy, which hinders to acquire the 
accurate information regarding the concerned topic. 

· Another problem was time constraints. The duration of my internship Program 
was only three months. But this allocated time is not enough for a complete and 
fruitful study.

CHAPTER
TWO

ORGANIZATIONAL OVERVIEW
2.1
OVERVIEW OF PRIME BANK LTD.

Prime Bank Limited, (PBL)  ‘a bank with a difference’ is a fast growing private commercial bank and it is already at the top slot in terms of quality service to the customers and value addition for the shareholders. Yes, in the backdrop of economic liberalization and financial sector reforms, a group of highly successful local entrepreneurs conceived an idea of floating a commercial bank with a different outlook. For them it was competence, excellence and consistent delivery of reliable service with superior value products. Accordingly, Prime Bank Limited was created and commencement of business started on 17th April 1995.

In the backdrop of economic liberalization and financial sector reforms, a group of highly successful local entrepreneurs conceived an idea of floating a commercial bank with different outlook. For them, it was competence, excellence and consistent delivery of reliable service with superior value products. Accordingly, Prime Bank Ltd. was created and commencement of business started on 17th April 1995. The sponsors are reputed personalities in the field of trade and commerce and their stake ranges from shipping to textile and finance to energy etc.

As a fully licensed commercial bank, Prime Bank Ltd. is being managed by a highly professional and dedicated team with long experience in banking. They constantly focus on understanding and anticipating customer needs. As the banking scenario undergoes changes so is the bank and it repositions itself in the changed market condition.

Prime Bank Ltd. has already made significant progress within a very short period of its existence. The bank has been graded as a top class bank in the country through internationally accepted CAMEL rating. The bank has already occupied an enviable position among its competitors after achieving success in all areas of business operation.

	Prime Bank Ltd. offers all kinds of Commercial Corporate and Personal Banking services covering all segments of society within the framework of Banking Company Act and rules and regulations laid down by our central bank. Diversification of products and services include Corporate Banking, Retail Banking and Consumer Banking right from industry to agriculture, and real state to software.


The bank has consistently turned over good returns on Assets and Capital. During the year 2007, the bank has posted an operating profit of Tk. 3257 million and its capital funds stood at Tk 6382 million. Out of this, Tk. 2275 million consists of paid up capital by shareholders and Tk. 2659.21 million represents reserves and retained earnings. The bank’s current capital adequacy ratio of 11.50% is in the market. In spite of complex business environment and default culture, quantum of classified loan in the bank is very insignificant and stood at less than 1.35%.

	Prime Bank Ltd., since its beginning has attached more importance in technology integration. In order to retain competitive edge, investment in technology is always a top agenda and under constant focus. Keeping the network within a reasonable limit, our strategy is to serve the customers through capacity building across multi delivery channels. Our past performance gives an indication of our strength. We are better placed and poised to take our customers through fast changing times and enable them compete more effectively in the market they operate. 


2.2
PROFILE OF THE BANK

Prime Bank Ltd. is operating as a scheduled bank under the banking license issued by Bangladesh Bank (BB), the Central Bank of the country on April 17, 1995 through the opening of its Motijheel Branch at Adamjee Court Annex Building, Motijheel commercial area, Dhaka-1000. PBL was actually registered under the Companies Act of 1913 with its registered office at 5, Rajuk Avenue, Motijheel commercial area, Dhaka-1000 which was later shifted to Adamjee Court Annex Building, 119-120, Motijheel commercial area, Dhaka-1000.

2.2.1
COMMENCEMENT OF OPERATION

Prime Bank Ltd. started its operation on 17th April 1995 with an authorized capital of Tk. 1000 million and paid up capital of Tk. 100 million by a group of highly successful entrepreneurs who are established in various fields of economic and business activities. PBL is a fully licensed scheduled commercial bank set up in private sector in pursuance of the Government of Bangladesh to liberalize banking and financial services.
Till now, the branch network of Prime Bank Ltd. increased to  61 with 10 new branches in the last of the year 2007. Currently, there is no proposed branch. The commercial and investment services of PBL range from small enterprises to big business loans to all type of customers. Besides this, the bank actively participates in socio-economic development of priority sectors like agriculture, industry, housing, self-employment, etc. PBL is also a pioneer in providing consumer loans as well as financing the industries and transport sector through attractive leasing and higher purchase scheme.

VISION 
To be the best Private Commercial Bank in Bangladesh in terms of 

· Efficiency, 

· Capital adequacy, 

· Asset quality, 

· Sound management, and

· Profitability having strong liquidity.
MISSION 

To build Prime Bank limited into an efficient. Market driven, customer focused institution with good corporate governance structure. Continuous improvement in Bank’s business policies, procedures and through integration of technology at all levels.

Efforts are focused on delivery of quality service in all areas of banking activities with the aim to add increased value to shareholders' investment and offer highest possible benefits to our customers.

OBJECTIVES
Prime Bank aims to continuously update and develop its product line and range of services to cater to the needs of retail and corporate customers. To achieve this goal, efforts 

· Design and introduction of new products and services

· Shaping and developing the system to face new challenges and emerging need 
of the market
2.2.2
ORGANIZATIONAL STRUCTURE

Designation in ascending order

	Sl. No.
	Designation

	1.
	Managing Director

	2.
	Deputy Managing Director

	3.
	Senior Executive Vice President

	4.
	Executive Vice President

	5.
	Senior Vice President

	6.
	Vice President

	7.
	Senior Assistant Vice President

	8.
	Assistant Vice President

	9.
	First Assistant Vice President

	10.
	Senior Executive Officer

	11.
	Executive Officer

	12.
	Principal Officer

	13.
	Senior Officer

	
	Management Trainee

	14.
	Officer

	15.
	Junior Officer

	16.
	Assistant Officer

	
	Trainee Assistant


2.2.3
MANAGERIAL HIERARCHY OF PRIME BANK LTD.
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Figure 2.2.3.a: Management Hierarchy of PBL
2.3

GENERAL SERVICE DIVISION (GSD):
The functions of GSD are classified as Establishment and General Banking (GB).

(a)
Establishment:
The main function of GSD is to procure and supply the tangible goods to branches of PBL. Those are as follows-

· Tangible functions of opening a branch, for example, interior decoration, making lease agreement

· Print all security papers and bank stationeries, forms, registers and distribute them to the branches

· Purchase and distribution of bank’s furniture and fixtures

· Find out the demand of equipment from the branches and divisions and arrange the purchase and delivery of them to the branches concerned

· Install and maintain different facilities in different branches.

(b)
General Banking:
General department performs the majority functions of a bank. It is the core department of any bank. The activities of GB of PBL are mainly divided into the following categories:
· Account opening section

· Local remittance section

· Online branch banking section

· Deposit scheme section

· Clearing section

· Collection section

· Cash section

· Accounts section

2.4

HEAD OFFICE ACCOUNTS (HOA)

It deals with the Head Office transactions with banks and its different branches and these are recorded under the following headings:
· Income and expenditure positioning: It maintains all the income and expenditure information

· Cash section: It handles cash expenditure for office operations and payments.

· Bills section: It deals with inland bill transactions.

· Salary and wages section: Salary and wages of head office executives are given from this account.

· Provident fund: Employee provident fund are maintained here.

2.5

CREDIT DIVISION (CD)

Bank is a financial intermediary whose prime function is to move scarce resources in the form of credit from savers to those who borrow for consumption and investment. The word “credit” is derived from the Latin word “credere”, which means to trust. The fundamental nature of credit is that an element of trust exists between buyer and seller-whether of goods or money.  In a modern industrial society Banks are uniquely important because of their ability to create money. Lending comprises a very large portion of a Bank’s total assets and forms the backbone of the Bank and interest on lending constitutes the highest proportion of income of a Bank. As such credit quality remains the prime indicator of its commercial success. Unsound credit reduces the ability of a Bank to provide credit towards profitable borrowers and undermine liquidity and solvency. Therefore lending is very important for the profitability and success of a Bank.

Basically credit is the function by which people can perform their job by depositing and lending money from the bank with an implied interest rate and bank performs here as a middleman.  Banks create money and credit. It happens in two ways. First, when a customer is granted loan, he has to sign a promissory note and receive in turn, a bank’s demand deposit, or cash. 

2.5.1
TYPES OF BANK CREDIT

The credit facilities are generally allowed by the bank may be in two broad categories. They are as follows-

A.

Funded Facilities
Funded facilities can also be divided into the following categories:
a)
Loans:

i)
Short term


Up to 12 months.

ii)
Medium term

More than 12 and up to 36 months.

iii)
Long term


More than 36 months.

b)
Overdrafts:

#
Against hypothecation of goods/stock

#
Against pledge of goods/stock

#
Against any other permissible securities.

c)
Other advances:

#
Against import bills.

#
Against imported merchandise.

#
Against Trust receipts (T/R).

#
Against Export Bills Purchased/Discounted.

B.

Non-Funded Facilities:

· Letter of credit (L/C)

·  Letter of Guarantee (L/G)
2.6

APPROVAL OF LIMIT

The sanctioning authority on receipt of the proposal shall scrutinize the same and ensure that:
· The proposal contains all pertinent information relating to the proposed facility and the borrower.

· All necessary papers and documents have been submitted.

· The proposal has been duly signed by the members of the Branch Credit Committee including the Manager.

· The proposal has been duly recommended.

· The proposal does not fall within the existing credit restriction

· Minimum margin requirement against the credit facility has been proposed.

· The primary security has got easy marketability, durability and storability

· The value of the property offered as collateral security is judiciously assessed

.

1. Check list of action to be taken by the Branch Manager/Second Officer/Credit Officer before disbursement of Credit facilities –

· Acceptance of customers relating to the terms & conditions to be obtained on the duplicate copy of sanction advice.

· They will thoroughly examine and ensure that the subject credit facility does not contradict any law, rules and regulation of the country, Bangladesh Bank and Bank’s credit policy.

· They will obtain NOC from Bank where the customer has existing liability.

· CIB Report on the borrower to be obtained through Head Office..

· Non-encumbrance certificate relating to the property to be mortgaged from the Bank’s panel lawyer.

· Deed of Mortgage and power of attorney to be drafted and executed under the supervision of B.L.A. 

· Lawyer’s certificate to the effect that proper Registered/Equitable Mortgage (as the case may be) has been created on the land and building in favor of the Bank as per the terms & conditions of the sanction letter.

· Registered Power of attorney to be obtained from the borrower (contractor) as per Head Office’s approved specimen assigning the work order favoring the Bank.

· The power of attorney to be filed with the work order-giving Agency. A consent letter to be obtained from them that they will issue all cheques in payment of bills against the work order favoring the Bank A/C the customer as per the power of attorney.

· Storage of pledge goods in Bank’s godown (as the case may be) under proper security and the same duly insured.

· Insurance Policies covering risks as per sanction terms & conditions.

· Charge documents as per sanction letter.

· Procurement of post-dated cheques against installments of loans/Hire-Purchase/Lease /CCS (as the case may be).

2.7

LOAN SCHEMES OFFERED BY PBL

· Consumer Credit Scheme

· General Loan Scheme  

· Lease Finance 

· Small and Medium Enterprise 

· House Building/Apartment Loan Scheme

2.8

INTERNATIONAL DIVISION (ID)
This division is responsible for monitoring and supervising the foreign exchange dealings of the bank. It performs the following functions:
· Making guidelines and frameworks for foreign dealings complying the rules of Bangladesh Bank

· Circulating instructions of Bangladesh Bank

· Maintaining correspondence with foreign banks and exchange houses with which it has exchange arrangement

· Maintaining NOSTRO accounts with banks in abroad

· Fixing and sending foreign exchange rates to Authorized Dealer (AD) branches and Bangladesh Bank as follows:
2.8.1
Export Section
Creation of wealth in any country depends on the expansion of production and increasing participation in international trade. By increasing production in the export sector we can improve the employment level of such a highly populated country like Bangladesh. Bangladesh exports a large quantity of goods and services to foreign households. Readymade textile garments (both knitted and woven), Jute, Jute-made products, frozen shrimps, tea are the main goods that Bangladeshi exporters export to foreign countries. Garments sector is the largest sector that exports the lion share of the country's export. Bangladesh exports most of its readymade garments products to U.S.A and European Community (EC) countries. Bangladesh exports about 40% of its readymade garments products to U.S.A. Most of the exporters who export through PBL are readymade garments exporters. They open export L/Cs here to export their goods, which they open against the import L/Cs opened by their foreign importers.

2.8.2
Import Section
This section is divided into two divisions. One division looks after Sight L/C and another one looks after Back to Back L/C. The Basic difference between these two types of L/C are that sight L/C requires at sight payment that is for the imported items, the buyer should pay within three days of documents arrival. On the other hand, the issuance period for back-to-back credit can be from two months to one year. According to the guidelines for Foreign Exchange provided by the Bangladesh Bank, all   L/Cs   and similar undertakings   covering imports into Bangladesh   must   be documentary L/C. The other details of import are described in the latter part of this report.

2.8.3
Foreign Remittance Section
Foreign remittance means remittances in Foreign Currency which received in and made out abroad. Also it can be stated that it is the purchase and sale of freely convertible foreign currency as admissible under Exchange Control Regulations of the country'. Inward remittance is the purchase and out ward remittance is the sale of foreign currency.

For purchase of foreign currency through Prime Bank Limited, an application must be made to a specific AD branch and Bangladesh Bank. The application form is called IMP form if the purpose is import payments or for other purposes, the TM Form is used such as request for foreign currency in case of dollar, T.C (Traveller Cheque) Foreign Demand Draft (F.D.D), Tele graphic Transfer (T.T).etc. If the bank is empowered to approve the application, it affects the sale of foreign exchange. And if the transaction requires prior approval from Bangladesh Bank, the T.M form is forwarded to Bangladesh bank. In Prime Bank, the mode of remittances are bank draft, mail transfer and taka remittances.

2.8.4
Inward Remittances
Inward Remittances Include the TT. FDD purchase of bills and drafts under L/C. purchase of foreign currency, etc. But the most significant amount in the inward remittances of Prime Bank Limited is the remittances from wage earners. The bank maintains proper records of all inward remittances and provides particulars as required by the Exchange Policy Department of Bangladesh Bank in Returns.

2.8.5
Outward Remittances
The outward remittances include M.T, Draft, sale of Foreign Exchange under L/C and against Import Bills, etc .To facilitate foreign exchange transaction . each bank maintains accounts with foreign banks in principal financial centers. Prime Bank also have NOSTRO Accounts for dollar payments and other currency accounts for payment in currencies like pound, yen. rupee . etc. . 

2.9

TREASURY DIVISION

Treasury is considered to be an important division for income generation purpose within the head office. The treasury of PBL continues to efficiently manage bank’s cash flow. It optimizes the investment of the bank’s excess liquidity. Treasury is also expected to provide quality services and products to meet the demand of the customer needs and play a major role in raising bank’s income.

2.10
INFORMATION TECHNOLOGY DIVISION (ITD)

This division operates and keeps the record of all transactions, assets, liabilities of PBL by using integrated software. Though the technology of PBL is not advanced, the computer division tries to provide the following functions:
· Supply and installation of computer as per requirement

· Design software to support accounts operation

· Train the officers and employees about the operation of different software

· Updating the software if there is any lagging in its operation.

2.11
MARKETING DIVISION

There are two types of marketing division. These are:
Marketing: It refers to various kinds of loan and advances. This division maintains communication with corporate clients gives incentive to take loan from PBL and approaches them to borrow from PBL in profitable projects

Liability Marketing: This refers to marketing for collecting funds through buying of depository products from large depositors. The division communicates to the persons or organization having excess fund of deposit, informs them about the attractive features of the depository products and convince them to invest in PBL in various deposit scheme.

2.12
HUMAN RESOURCES DIVISION (HRD)

The Human Resource Division performs the activities related to administration and personnel. The main functions of HRD are:
· Selection and recruitment of new personnel

· Appropriate placement of human resources

· Maintain the detail about transfer, promotion and leave of personnel

· Training and development of human resource

· Keeping employee records and personal file

· Taking disciplinary action if necessary

2.13
CREDIT CARD DIVISION (CCD)

In 1999, PBL obtained the membership of Master Card and a separate division has been assigned to look after the credit card operation. There are four types of credit card, Local Silver Credit Card, International Silver Credit Card, Local Gold Credit Card, International Gold Credit Card.

2.14
CORPORATE OPERATIONS

Prime Bank’s corporate business provides tailored services to corporate and institutional clients. The financing is based on both conventional and Islamic Shariah mode. While providing large loans to our customer, the policy of Bangladesh Bank is strictly followed. The sectors of financing include pharmaceutical, chemical, cement, ceramic, steel, micro finance, food and allied industry, power station, infrastructure.

2.15
RESEARCH AND DEVELOPMENT (R&D)
This division is maintained to do the research and development work to innovate new products and services as well as to improve existing products and services.

2.16
COMMITTEE FUNCTIONING DIVISION (CFD)

Prime Bank Ltd. has both democratic and consultative decision making process. The subordinates are given chance to participate in the goal and objective setting of the bank. In this regard, there are three committees functioning in the bank. These are:
Policy Committee: In this case, the committee members are drawn from the Board of Directors. The committee reviews the principles, policies, rules and gives a decision which later requires the approval of the Board.

Executive Committee: This committee consists of the members of the Board. To approve the matters beyond the delegation of the board, this committee exercises the power delegated by the Board from time to time.

Management Committee: This committee consists of the Managing Directors and Head Office Executives. They discuss about the progress and improvement on the guidelines regarding deposit, loans, gives different ideas, decision regarding various issues.

2.17
SWOT ANALYSIS
I get the following Strength, weakness, opportunity, and threat (SWOT) from my practical observation in three months Internship Program, of PBL as follows: 

STRENGTH: The following factors has been considered as the strength for the PBL-
-
It has well reputation in the market 

-
Not engaged in unfair business practice. 

-
Concentrated market.

-
Officers are highly educated. 

-
Executives are highly qualified and experienced. 

-
Bank has many attractive deposit schemes.

-
Well-furnished and Air-conditioned Bank.

-
Efficient management practice in the Bank. 
WEAKNESS: PBL has the following weakness-
-
Deposit is lower than advance.

-
Short time experience of the Bank. 

-
Officer has limited experience and not enough trained. 

-
Long-term credit is not sufficient.

-
Small market shares in Banking-business. 

OPPORTUNITIES: PBL can grab the following opportunities-

-
They can increase the credit scheme. 

-
They can increase the advertising of the Bank. 

-
Private Banks becomes more reliable to local public. 

-
Govt. has banned some ‘Jatiya Sanchaya patra’. 
Threat: PBL may also face some following threats in the baking industry-

-
There are many competitors in the market. 

-
Competitors have more deposit.

-
Ruling Government is not conducive in the viewpoint of the Bank.

-
Govt. imposes tax and VAT on profit

-
Govt. pressures to reduce interest rate

CHAPTER THREE
OVERVIEW OF FOREIGN EXCHANGE
3.1

Foreign Trade

One Nation can’t produce all kinds of necessary goods within its own country; As a result, foreign trade is necessary for a nation the large businesses carried out by the commercial bank is foreign trading. Trade among various countries falls for close relation between the parties dealing in trade. This situation is calls for expertise in the field of foreign exchange operations. The bank, which provides such operation, is refereed to as dealing international banking operation. Transactions with overseas countries are respects of import; export and foreign remittance. 

When two countries exchange goods or services between them we can called it foreign trade. Many writers define it in many ways. Some of them are given below -

" International trade is the transaction of goods and services between two or more countries"
- Prof. C.P. Kridleberger

"International trade is the exchange of goods across nation trade is the exchange of goods across nation al boundaries ".
- Prof O.M. Amos

From the above discussions, we can say that, Foreign Trade means transaction of goods and services among different countries. Now we have to know about the relation of L/C with the Foreign Trade. Before that it is necessary to have an idea about the Foreign Exchange.

3.2

Foreign Exchange

Foreign Exchange refers to the process or mechanism by which the currency of one country is converted into the currency of another country.
“The Exchanges of the currency of one country for that of another country.”
- Donal.A.BAll

So, it would be logical to say that foreign exchange is the means and methods by which rights to wealth in a country's currency are converted into rights to wealth in another country's currency.

Foreign Exchange as a subject, which means all kind of transactions related to foreign currency such as:DD,MT,TT,TC and Pay Order etc.

Foreign trade is one part of foreign exchange transaction. In its import trade financing part, one way is L/C i.e. opening letter of credit. With L/C the other ways of financing are Payment against Document, Loan against Imported Merchandise, Loan against Trust Receipt, Cash Credit (pledge) and Cash Credit (Hypothecation). In the export financing, there are FDBP that is foreign Documentary Bill Purchase, FDBP (local) or IDBP (Inland Documentary Bill Purchase),  

Back to Back L/C that is opened against master export L/C, Packing credit and Export Development Fund (EDF). Among them, EDF is a facility- provided by Bangladesh Bank. Except CC (Pledge), the others are discussed later.

3.3

FOREIGN EXCHANGE ACCOUNTS
Foreign Currency Currents Account maintained with correspondents’ abroad is termed by PBL as “Nostro Account” meaning “Bank’s Account with Customer”. The foreign correspondents, however, describe their account maintained by them as “Vostro Account” meaning ‘Customers’ account with bank’.

For Example,US Dollar Account of PBL is maintained with HSBC ,New York.USA is a Nostro A/C of PBL,i.e.PBL,it is their Nostro A/C.

Similarly their foreign correspondents may at times want to maintain Non-resident Taka Accounts with them. These are, from their point of view, their Nostro Accounts but from bank’s point of view “Vostro Account”—‘Bank’s account with customer’. These types of accounts would, however, be very far and between.

Foreign Currency Account, if any, maintained by them with their correspondents abroad in the name of third party is termed by us as “Loro Account” meaning ‘their Account with you’. These types of accounts will  also be rare. 

3.4

NECESSITY OF FOREIGN EXCHANGE 
An important feature of foreign exchange business in Bangladesh is operation of exchange control administered by Bangladesh Bank under the Foreign Exchange Regulation Act, 1947. This Act empowers Bangladesh Bank to oversee the operation of foreign exchange business by banks and other entities. Although some of the restrictive measures have either been lifted or eased, Bangladesh Bank’s instructions, rules and regulations still govern the entire gamut of foreign exchange transactions

Not all the potential clients approaching the bank will be as prudent and honest as one would like them to be. Some may want to open letters of credit for imports with the intention of defrauding the bank in collusion with the beneficiary abroad. Some would want the bank to finance export orders that they do not intend to execute thus reduce fraudulent activities.

3.5
SIGNIFICANCE OF FOREIGN EXCHANGE/TRADE

Foreign Trade plays an important role in the economic advancement of a nation.In our country, the foreign trade is controlled by Bangladesh Bank under the Import and Export Control Act, 1950.Any importer and exporter who is not registered with CCI &E is not allowed to import the goods in the country or export goods to other countries. While the foreign Exchange Business was becoming more complex and bounded by more rules and regulations, the L/C is one type of undertaking that could reduce the risk and legalize the contract between buyer and seller. And through the L/C, the contract between the importer and exporter is given a legal shape by the Authorized Dealer-the bank .. The Letter of Credit constitutes one of die most important methods of foreign trade. All documentary credit covering imports into Bangladesh are subjected to the provisions of UCPDC 5OO (Uniform Customs and practices for documentary- credit 1995 revision ICC Publication 500).

CHAPTER FOUR

IMPORT PROCEDURE
4.1
Definition
Letter of Credit (L/C) can be defined as a ‘Credit Contract’ whereby the buyer’s bank is committed on behalf of the buyer) to place an agreed amount of money at the seller's disposal under some agreed conditions. Since the agreed conditions include, amongst other things the presentation of some specified documents, the letter of credit is called Documentary Letter of Credit. The Uniform Customs & Practices for Documentary Credit {UCPDC) published by International Chamber of Commerce (1993) Revision. Publication No. 500 defines Documentary L/C as:
“Any arrangement, however named or described, whereby a bank (the "Issuing bank") acting at the request and on the instructions of a customer (the "Applicant for the credit") or on its own behalf,

· is to make a payment to or to the order of third party (the beneficiary-) or is to accept or pay bills of exchange (Drafts) drawn by the Beneficiary, 

· or authorizes another bank to effect such payment, or to accept or pay such bills of exchange (Drafts), against stipulated document(s), provided that the terms and conditions of the credit are complied with”.
L/C or DOCUMENTARY CREDIT
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SHARANI, DHAKA-1100. FACTORY:
KANCHPUR,NARAYONGONJ,BANGLADESH.

:59:SHIBUYA SAKURA INDUSTRIES (S) PTE

LTD., 455 TAGORE INDUSTRIAL AVENUE

SINGAPORE 787825

TEL:64591847, FAX:64584005

:32B:USD86400,00

:39A:10/10

:41D:ANY BANK

BY NEGOTIATION

:42C:SIGHT

:42A:PRBLBDDH001

:43P:ALLOWED

:43T:ALLOWED

:44A:ANY PORT OF TANZANIA

:44B:CHITTAGONG BY SEA

:44C:061205

:45A:HEAVY MELTING SCRAPS 1 (CONSISTING OF USED/OLD/WASTE RAIL MATERIALS)

QUANTITY: 300 MT (+/- 10 PCT) AT THE RATE OF USD 288 PMT, CFR CHITTAGONG

ALL OTHER DETAILS AS PER BENEFICIARY’S PROFORMA INVOICE NO. PRO/SSI/121092006 DATED 21.09.2006. H.S.CODE NO. 7204.49.20

:46A:1. BENEIFCIARY'S SIGNED COMMERCIAL INVOICE  IN FIVE FOLDS IN

   ENGLISH CERTIFYING MERCHANDISE TO BE OF TANZANIA ORIGIN.

2. PACKING LIST IN SIX FOLDS IN DETAILS.

3. FULL SET OF ORIGINAL CLEAN SHIPPED ON BOARD OCEAN BILL OF LADING DRAWN OR ENDORSED TO THE ORDER OF PRIME BANK LIMITED, MOTIJHEEL BRANCH, DHAKA,BANGLADESH SHOWING FREIGHT PRE-PAID' AND MARKED NOTIFY OPENER AND US GIVING FULL NAME AND ADDRESS.

4. CERTIFICATE OF ORIGIN IN FIVE FOLDS ISSUED BY CHAMBER OF COMMERCE OR SIMILAR ORGANISATION IS REQUIRED.

5. ALL SHIPMENT UNDER THIS CREDIT MUST BE ADVISED BY THE BENEFICIARY IMMEDIATELY AFTER SHIPMENT DIRECTLY TO MERCANTILE INSURANCE COMPANY LIMITED, HEAD OFFICE, 61,MOTIJHEEL C/A (1ST FL) DHAKA,BANGLADESH TO THE OPENER REFERING TO THEIR COVER NOTE NO. MICL/HO/MC-253/09/2006 DATED 28.09.2006.

A COPY OF THIS ADVICE MUST ACCOMPANY THE ORIGINAL SHIPPING DOCUMENTS.

:47A:1. LCA FORM NO. PBL-31747,IRC NO.BA 156616 H.S. CODE NO.7204.49.20, L/C APPLICANT'S TIN NO. 248-200-0791,   VAT REGISTRATION NO. 9201000087 AND DOCUMENTARY CREDIT NO. MUST APPEAR ON ALL DOCUMENTS.

2. THIRD PARTY SHIPPER/DOCUMENT NOT ACCEPTABLE

3. SHIPMENT PRIOR TO L/C DATE NOT ACCEPTABLE

4. PRE-SHIPMENT INSPECTION (PSI) FOR QUANTITY, QUALITY,

DESCRIPTION, CLASSIFICATION AND PRICE SHOULD BE CARRIED OUT BY BIVAC INTERNATIONAL SA.THE FINAL INVOICE AND PACKING LIST SHOULD BE ENDORSED BY BIVAC INTERNATIONAL SA WITH THE NUMBER AND DATE OF ISSUANCE OF THE CLEAN REPORT OF FINDINGS(CRF).

5. DISCREPANCY FEE USD 60.00 WILL BE DEDUCTED FROM THE BILL FOR HANDLING OF EACH SET OF DISCREPANT DOCUMENTS.

6. ALL DOCUMENT MUST BE DRAWN IN ENGLISH.

7. A SATISFACTORY CREDIT REPORT OF THE BENEFICIARY FROM A

REPUTED BANK MUST BE SUBMITTED WITH THE ORIGINAL SHIPPING

DOCUMENTS.

8. GOODS MUST BE FREE FROM WAR EXPLOSIVES, RADIOACTIVE MATERIALS, WOOD, PLASTIC, TINCAN,WAR USED MATERIALS,RUBBER,OILYPARTS,GREASY PARTS,DUST SLAG,TIN,LMS AND HAZOURDOUS CHEMICAL CONTAMINATION AND A CERTIFICATE TO THIS EFFECT TO BE ISSUED BY THE BENEFICIARY WHICH MUST ACCOMPANY THE ORIGINAL SHIPPING DOCUMENTS.

9. SHIPMENT ON IRAQ/ISRAEL/SERBIA/MONTINEGRO FLAG VESSELS ARE PROHIBITED AND A CERTIFICATE FROM MASTER OF VESSEL/SHIPPING COMPANY/AGENT IS REQUIRED TO THIS EFFECT.

10. PACKING WILL BE IN 20 FEET CONTAINERS.

11.WE SHALL ARRANGE REMITTANCE OF THE PROCEEDS AS PER INSTRUCTION OF NEGOTIATING BANK UPON RECEIPT OF THE ORIGINAL SHIPPING DOCUMENTS FULLY COMPLIED WITH L/C TERMS AND CONDITIONS.

:71B:ALL CHARGES OUTSIDE BANGLADESH

ARE ON BENEFICIARY'S ACCOUNT.

:48:WITHIN 21 DAYS AFTER DATE OF SHIPMENT

:78:
1. DOCUMENTS CONTAINING ANY DISCREPANCY MUST NOT BE NEGOTIATED AGAINST GUARANTEE OR UNDER RESERVE WITHOUT OUR PRIOR APPROVAL.

2. ORIGINAL AND DUPLICATE SETS OF DOCUMENTS TO BE SENT TO PRIME BANK LTD. MOTIJHEEL BRANCH, ADAMJEE COURT, ANNEX-2 BLDG. 119-120 MOTIJHEEL C.A.,DHAKA BY SUCCESSIVE AIRMAIL/COURIER SERVICE IMMEDIATELY AFTER NEGOTIATION.

WE HEREBY AGREE WITH DRAWERS ENDORSERS AND BONAFIDE HOLDERS OF THE DRAFTS DRAWN UNDER AND IN CONFORMITY WITH TERMS OF THIS CREDIT THAT THE SAME SHALL BE HONOURED ON DUE PRESENTATION. THIS IS OPERATIVE INSTRUMENT N NO MAIL CONFIRMATION WILL FOLLOW.

:72:PLEASE ADVICE THE L/C TO THE

BENEFICIARY AT THE EARLIEST.

-}{5:{MAC:FC71EDDE}{CHK:0FEA2950C901}}{S:{CON:}{TRN:153906010941}{COR:32784}}
4.2
PARTIES to a Letter of CREDIT (L/C)
In this process, the following Parties are involved-

1.
Issuing Bank/Opening Bank
The bank that opens a letter of credit, at the request of the importer, is known as Issuing Bank. The issuing bank is the buyer's bank and is also called opening bank.

2.
Applicant for the Credit(Importer)
The importer or buyer on whose request and on whose behalf the letter of credit is opened is called the applicant.

3.
Beneficiary
The party, normally the supplier of the goods, in whose favour letter of credit is opened, is called beneficiary. The seller, after shipping the goods as per terms of the credit, presents the documents to negotiating bank/confirming bank for negotiation.

4.
Advising Bank
The bank in the exporter's country, usually the foreign correspondent of the importer's bank, through which letter of credit is advised to the supplier is called the 'advising bank'.

5.
Negotiating Bank
The bank, which negotiates the bill (draft) of the exporter drawn under the credit, is known as negotiating bank. If the advising bank is also authorised to negotiate the bill (draft) drawn by the exporter it itself becomes the negotiating bank.

6.
Paying Bank
The bank that effects payment to the beneficiary (as named in the letter of credit) is known as paying bank/drawee bank.

7.
Confirming Bank
If the advising bank also adds its own undertaking to honour the credit while advising the same to the beneficiary, he becomes the confirming bank. The confirming bank, in addition, becomes liable to pay for documents in conformity with the LC terms and conditions.

8.
Reimbursing Bank
If the issuing bank does not maintain any account with the negotiating bank an alternate arrangement is made to reimburse it for the amount payable under a credit from some other bank. The latter bank is termed as reimbursing bank. An authority to debit his account is sent to the bank with whom the account is maintained to honour the claims placed by a negotiating bank.

4.3
TYPES of Letter of Credit
Documentary Credits may be either:
1. Revocable.
2. Irrevocable.
1. Revocable Credit: A revocable credit is a credit, which can be amended or cancelled by the issuing bank at any time without prior notice to the Beneficiary. In this case seller, Revocable Credit involves risk, as the credit may be amended of cancelled while the goods are in transit and before the documents are presented, before payment has been made..
2. Irrevocable Credit: An irrevocable credit constitutes a definite undertaking of the issuing bank (since it cannot be amended or cancelled without the agreement of all parties thereto), provided that the stipulated documents are presented and the terms and conditions are satisfied by the seller. An irrevocable credit can be either confirmed or unconfirmed depending on the desire of the seller. This sort of credit is always preferred to revocable letter or credit.Sometimes, Letter of credits are marked as either 'with recourse to drawer or 'without recourse to drawer'

Special Documentary Credit:

Sight Credit: The beneficiary receives the proceeds of the credit upon presentation of the documents in accordance with L/C terms. The negotiating bank is given a reasonable time, not exceeding seven banking days following the day of receipt of the documents to examine the documents. .

Acceptance Credit: Under an acceptance credit, the exporter draws a lime draft either on the issuing or confirming bank or on another bank, depending on the credit terms. The payment date under an acceptance credit may be. for example. 90 days after the invoice date or the date of shipment evidenced by the transport document. When the documents are presented, the importer is asked to accept the draft.

Deferred Payment Credit: The credit with deferred payment differs from the credit with time draft only slightly in its effect on the beneficiary. The main difference is the absence of an accepted draft in the case of credit with deferred payment. On the other side, a draft accompanies a credit with time draft. Upon presentation of the proper documents, the bank so authorized (the issuing or confirming bank) issues a written promise to make payment on the due date. Deferred payments are possible under confirmed and unconfirmed credits. From the viewpoint of expenses, the credit with deferred payment can be more economical than the credit with time draft.

Negotiation Credit: A credit available by negotiation is either payable at sight or at a issuance, usually at the counters of the issuing bank. The L/C may authorize negotiation by any bank or may specify a particular bank (in both cases: the nominated bank) The beneficiary utilizes the credit by presentation of a draft (most often drawn on the issuing bank) accompanied by the stipulated documents, or of the stipulated documents alone, i.e a draft is not a prerequisite (Article 9aiv of the UCP). The validity for presentation of the drafts / document expires at the counters of the issuing bank or. if so prescribed in the credit terms. Unless a nominated bank has confirmed the credit, it is not obliged to negotiate drafts / documents thereby giving value to the beneficiary (Article lOc of the TJC'P). If the nominated bank does not affect payment, it does not negotiate the drafts / documents in the sense of Article lOb ii of the UCP. Instead in such an event, it receives drafts /documents and forwards them to the issuing bank and will affect payment to the beneficiary only after receipt of cover from the issuing bank.

Credit with Advance Payment: This type of credit is rarely used in Bangladesh but it is discussed here to enrich the knowledge of the staff to the deal with any special situations. A special type of advance under a documentary credit is the so-called "red clause" credit. The red clause incorporates special privilege for the seller. It authorizes the nominated bank to advance a part of the credit amount to the seller for procurement of the merchandise. This type of credit has been used particularly in the Australian wool trade.

Stand-by-Letter of Credit: A stand-by-Letter of Credit authorizes the beneficiary to draw on a bank in the event of the non -performance of another part}', or on the non -payments of the funds that were expected to be received from another source or under other arrangement. It has the characteristics of a bank guarantee.

Anticipatory Credits: The anticipatory credits make provision for pre-shipment payment, to the beneficiary in anticipation of his effecting the shipment as per L / C conditions.

Revolving Credit: The revolving credit is one, which provides for restoring the credit to the original amount after it has been utilized. How many times it will be taking place must be specially mentioned in the credit. The revolving credit may be cumulative or non- -cumulative. Buyers often order more merchandise than they actually need in order to obtain a better price. However, the delivery of the goods is made in installments and the stipulated intervals. In such cases the seller can request that a revolving credit be issued which guarantees each part payment. The so called "revolving" clause can be formulated in many ways to suit the needs of the buyers or the sellers. Revolving credit is Bangladesh can be opened only with the permission of Bangladesh Bank.

Transferable Credit: Under a transferable L 1C, the beneficiary is permitted to transfer his rights in part or in full to one or more parties. It is typically used when the original beneficiary acts as the middleman between the actual supplier and the importer. The issuing bank can transfer a credit only if it is expressly designated as “Transferable". A transferable credit can be transferred once only. Fractions of a transferable credit can be transferred separately, provided partial shipments are not prohibited.

Back to Back Credit: The back to back credit is a new credit opened on the basis of an original credit in favor of another beneficiary. Under to back to back concept, the seller as the beneficiary of the first credit offers it as "security" to the advising bank for the issuance of the second credit. The beneficiary of the back to back credit may be located inside or outside the original beneficiary's country.

Documentary Credit: Documentary L/C calls for presentation of certain shipping documents evidencing shipment of goods with the Bill of Exchange (generally called draft) while claiming for payment for the shipment under the L/C. This enables the opening banker to have recourse to the imported goods in the event of default by the importer to retire the documents.
4.4
OPERATIONS of Documentary Letter of Credit

The following five major steps are involved in the operation of a documentary Letter of Credit:
1 .Issuing,

2. Advising.

3. Amendment (If necessary).

4. Presentation.

5. Settlement.

All of those issues has been briefly discussed as follows :-

1.
Issuing Letter of Credit: Before issuing L/C, the buyer and seller located in different countries, concludes a 'sales contract7 providing for payment by documentary' credit. As per requirement of the seller, the buyer then instructs the bank - the issuing bank - to issue a credit in favor of the seller (beneficiary).

2.
Advising a Letter of Credit: Advising through a bank is a proof of apparent authenticity of the credit to the seller. The process of advising a credit consists of forwarding the original credit to the beneficiary to whom it is addressed- Before forwarding, the advising bank has to verify the signature (s of the officer (s) of the opening bank and ensures that the terms and conditions of the credit are not in violation of the existing exchange control regulations and other regulations relating to export. The advising bank does not take any liability.

3.
Amendment of Credit: Parties involved in a L/C. particularly the seller and the buyer, cannot always satisfy the terms and conditions in full as expected due to some obvious and genuine reasons. In such a situation, the credit should be amended. In case of revocable credit, It can be amended or cancelled by the issuing bank at any moment and without prior notice to the beneficiary. But in case of irrevocable credit it can neither be amended nor cancelled without the agreement of the issuing bank, the confirming bank (if any) and the beneficiary.

4.
Presentation of Documents: The seller being satisfied with the terms and conditions of the credit proceeds to dispatch the required goods to the buyer and after that, has to present the documents evidencing dispatching of goods to the negotiating bank on or before the stipulated expiry date of the credit. .

5.
Settlement: Settlement means fulfilling the commitment of issuing bank in regard to effecting payment subject to satisfying the credit terms fully. This settlement may be done under three separate arrangements as stipulated in the credit.

a)
Settlement by Payment: Here the seller presents the documents to the paying bank and the bank then scrutinizes the documents. If satisfied, the paying bank makes payment to the beneficiary and in case this bank is other than the issuing bank, then sends the documents to the issuing bank If the issuing bank is satisfied with the requirements, payment is obtained by the paying bank from the issuing bank.

b)
Settlernent by Acceptance: Under this arrangement, the seller submits the documents evidencing the shipment to the accepting bank accompanied by the draft drawn on the bank (where credit is available) at the specified tenor. After being satisfied with the documents, the bank accepts the documents and the draft and if it is a bank other than the issuing bank, then sends the documents to the issuing bank stating that it has accepted the draft and at maturity the reimbursement will be obtained in the pre - agreed manner.

c)
Settlement by Negotiation: This settlement procedure starts with the submission of documents by the seller to the negotiating bank accompanied by a draft drawn on the buyer or any other drawee, at sight or at a tenor, as specified in the credit. After scrutinizing that the documents meet the credit requirements, the bank may negotiate the draft.

4.5
IMPORT PROCEDURE
The function of Prime Bank in the Import process can be easily understand through the following flow chart-



































Figure 4.5.a : Import Procedure

The nominated bank of the applicant will scrutinize the papers /documents and verify the signature of the applicant. After securitization and verification, the nominated bank will forward the same to the respective CCI & E office with forwarding schedule in duplicate through bank's representatives. The CCI & E office will acknowledge on duplicate copy of the forwarding schedule and return back the same to the bank representative.

On being satisfied, after securitization of the documents, the respective zonal offices of CCI & E will issue import registration Certificate (IRC) to the applicants.

Registration is not required for import of goods by Government departments, local authorities and statutory bodies, recognized educational institutions and hospitals, hi addition, registration is not required for import of goods, which do not involve remittance of foreign exchange. Items like medicines, reading materials etc, can be imported without.

4.6
Letter of Credit Authorization Form 

A.
Substitute for Import License

Imports into Bangladesh are made on the basis of Letter of Credit Authorization (LCAF) issued by the importer’s bank. It serves as proxy for Import Licence. It means that no separate Import Licence from the Import Trade Control authority is required.

B.
Provide customers best service
While issuing an LCA Form or opening an LC the branch must ensure that the customer is known to the branch, has a place of business in Bangladesh and can be easily traced should an occasion arise in future. 

C.
Imports without LCAF
· Import of books journals, magazines, periodicals, scientific and laboratory 
equipment against UNESCO coupons; 

· Import of the following items on Pay-As-You-Earn Scheme with Bangladesh 
Bank’s permission;

· New and old plant and machinery of less than 12 years, eligible for imports;

· New and old cars of not more than 5 years;

· New as well as up to 20 years old sea fishing vessels and trawlers; 

· Goods importable under the Baggage Rules;

· Import of samples and advertising material of specific to certain financial limits as 
mentioned in the Import Policy Order;

· Import of capital machinery contribution to the share of capital of foreign partners 
under joint venture industries.

D.
Documents submitted with LCA Forms
· Application for LC duly signed by the importer;

· Indent issued by the local indentor or proforma invoice of the foreign supplier/ 
seller or manufacturer; 

· Insurance cover note;

· Valid membership certificate from a registered local chamber of commerce and 
industry or an association representing special trade or industry on all-Bangladesh 
basis;

· Documents evidencing payment of fee for current year for Import Registration 
Certificate. The branch shall ensure that the renewal fee for the current year has 
been paid and the particular of the Treasury Challan through which payment was 
made is recorded in the IRC;

Normally, LCAF's are not required to be registered with Bangladesh Bank. But if the bank opening a credit intends to buy foreign exchange from or with prior approval of Bangladesh Bank to specially finance the L/C it will be registered with their Registration Unit. Registration with Bangladesh Bank is also not required for imports under External Economic Aid, Loan/Credit unless otherwise specially mentioned by the BangladeshBank. LCAF remains valid for remittances for one year subsequent to the month of registration (in case of registration with Bangladesh Bank). However, LCAF's issued for import of capita] machinery and spares will remain valid for remittances for 18 month subsequent to the month of issuance/registration with Bangladesh Bank.

In case of import against allocation of the Govt. and import under foreign aid under which Bangladesh bank's registration is not required. Bangladesh bank after recording the particulars of the LCAF shall send the LCAF and the relevant documents to the nominated bank to open the L/C which will send 3rd and 4th copy to the CCI&E, within 15days.

E.
Letter of Credit Application

The following things are required to make an application for L/C –


1.Full name and address of the Beneficiary.


2.Full name and address of the opener.


3.Opener's TIN is included.


4.Description of commodities /services.


5.The amount of documentary credit along with the currency code.


6.
Last date of shipment.


7.
Last date of negotiation.


8
Name of Insurance Company and address.


9
Is part shipments are allowed or prohibited?


10.
Is transshipment is allowed or prohibited


11.
Whether freight is to be prepaid or not.


12.
Documentary credits is to be advised, i.e. by Mail/Airmail, Telex/SWIFT.


13.
Is the letter of credit is to be available- by sight payment, deferred payment, 
acceptance or negotiation.


14.
Place where the goods are to be dispatched, taken in charge, or loaded on 
board, as the case may be, and the place of final destination or the port of 
discharge.

F.
Documents Required for Importer to OPEN LC:

The following Documents are required for any importer to open an L/C –

•
Account to be maintained with the bank.

•
Trade license.

•
TIN Certificate.

•
VAT Certificate.

•
 Declaration in triplicate regarding payment of Income Tax by the importer.

•
Letter of Credit Authorization Form duly filled in and signed by the importer.

•
One set of IMP form duly signed by the importer.

•
Valid Membership Certificate from a registered Chamber of Commerce and

•
Industry or Trade association.

•
Membership Certificate from BGMEA, in case of Garments industry.

•
Proof of payment of Renewal fees for the IRC.

•
Resolution of Board of Directors.

•
Valid Import Registration Certificate (IRC).

•
Insurance cover note.

•
Documents  required as per Import Policy Order,

4.7
IMPORT FINANCE

Before a Letter of Credit (L/C) is issued, it is necessary for the importer to obtain a limit from the bank for opening of L/C. For fixing L/C limit, the bank would require detailed information on the nature of the organization of the importer, the nature, quantity and value of the goods to be imported, amount of the L/C limit required, terms of payments financial assistance required from the bank, importer's current liabilities with the bank as well as with other banks etc. On being satisfied about the creditworthiness of the importer and his actual requirement, a limit for opening of L/C is sanctioned by the bank subject to an appropriate margin to be deposited by the importer at the time of opening L/C.

4.7.1
Post-Shipment Financing Arrangement

Before opening the LC the branch should ensure that necessary arrangement has been made by the importer to retire the documents when these would be received from the negotiating bank abroad. Sometimes branches face difficulties in retiring import documents under the agreed post import finance facilities due to lack of proper documentation. In order to avoid any hassles, while processing credit proposals for opening of LC, the branches should, finalise the arrangement for retiring the import documents. If post import finance is required, they must complete/ finalise all formalities of documentation including security arrangements, before opening the LC.

In addition to LC margin the branch should recover commission and other charges as per schedule of charges and pass necessary vouchers and record the transactions in the books of Account as per instructions .



4.7.2
Loan against Imported Merchandise (LIM)
At the time of opening the L/C, the banks obtain from the importer an agreement or stamped paper which provides for financing and, if necessary, clearance and storage o goods by debiting importer's account at his risk and responsibility.

Importer may also request the bank on bank's prescribed form for clearance of goods from the port when the consignment arrives. In most of the cases, banks extend credit facility to the importer for retirement and clearance of the consignment. In that case, the bank recovers further margin from the importer to cover the customs duty, sales tax or VAT etc. A definite repayment schedule is also given to the importer to take delivery of the goods from bank's custody against payment.

In case the importer does not come forward to retire the documents in spite of repeated reminders it is in the interest of the credit issuing bank to take proper care of the goods and, on forced circumstances, clear the imported consignment on arrival of the same for fear of heavy demurrage at the port which adds to the burden of commitment.

In both the cases, whether the importer requests the bank for clearance of goods or fails of retirement of documents against payment, the liabilities under PAD or B/E is converted to “Loan against Imported Merchandise (LIM) account” and, the overdue interest from the date of accompanying Bill of Exchange or negotiation date to the date of transfer to LEV account is charged and incorporated to LEVI liability. The advances against merchandise account is a loan account and only amounts for clearance charges, such as, customs duty sales tax or VAT etc are allowed to be debited to LIM account.

After clearance, consignments are stored in bank's go down under its effective control waiting of taking delivery by the importer on full payment of bank's liability. Normally part delivery is no allowed while on LIM account. When the importer in part desires the delivery, the LIM is converted into Cash Credit account retaining proper margin and executing proper charge documents. The delivery is affected thereafter on obtaining pro rata payment till adjustment of the entire liability. 

Necessary Documents:
•
Demand Promissory Note: 

•
Letter of continuity

•
Letter of agreement for opening L/C

•
Letter of Lien

•
Letter of indemnity (in case of clearance of consignment)

•
Letter of guarantee

4.7.3
Loan against Trust Receipt (LTR)
The bank allows the loan against Trust Receipt to first class parties only. For such loan, prior approval from Head Office must be obtained. In case of LTR import documents are delivered to the customer without payment. But it is granted against collateral or other securities in Prime Bank Limited.

The period of Trust Receipt may be 30, 45, 60 or 90 days as allowed by Head Office. The loan is adjustable within the period. The customer holds the goods or their sale proceeds in trust for the bank till the loan is fully adjusted. The Trust Receipt is a document, which creates the bank's lien on the goods held in Trust must be deposited in the bank by the borrower irrespective of the period of the Trust receipt. The following documents must be obtained before allowing LTR:
•
Demand promissory note

•
Letter of agreement

•
General Letter of Trust Receipt with supplementary agreement

•
Personal guarantee of all Directors in case of Limited Company

•
Personal guarantee of all parties in case of Partnership firm.

4.7.4
Assessment of LC Proposal and Credit Risk
If the LC application and supporting documents are found in order, the branch will proceed to assess the financial position and credit worthiness of the importer, market demand for the goods to be imported. An LC margin should be retained keeping in view the banker customer relationship, past performance as well as the nature of goods, post-shipment financing arrangement etc.

The margin to be obtained from importer for opening of LC is determined not only on the basis of financial means, standing and credit worthiness of the opener but also on the basis of the margin requirement imposed by Bangladesh Bank. This margin is to be provided in cash or by debit to client’s account.

4.7.5
Terms Relating to Dates in the Credit
When a credit is valid “for one month”, “for six month”, etc., the period during which the credit is to run will be deemed to start on the date the credit is issued, unless otherwise stipulated (Article 42c of the UCP).

In addition to expiry date, all credit calling for transport documents should be stipulate the time period in which the transport and other documents must be presented to the bank. If no such period is stipulated, banks will refuse documents presented to them later than 21 days after the date of shipment. In any event documents must be presented not later than the expiry date of the credit (Article 43a of the UCP).

If the expiry date and/or the last date for the presentation of documents fall on a non -banking day, banks may accept documents presented on the day bank are reopened (Article 44a olYue UCP).

If the validity period of the credit is extended, the latest date for shipment is not automatically prolonged but must be extended as well if needed (Article 44b of the UCP).

Expressions such as “prompt”, “immediately”, “as soon as possible" and the like used in connection with the date of shipment should not be used. If they are used banks will disregard them (Article 46b of the UCP).

The use of expression “on or about” in connection with shipment will be interpreted mean that the shipment is to be made within 5 days prior to the stipulated date or within 5 days after it, both the first day and last day being included (Article 46c of the UCP).

If the words ‘To’, ‘Until’, ‘Till’, and ‘from’ are used in connection with any date or period referring to shipment, it will be under stood that the date mentioned is included in the period of time. If the word "after" is used, it will be understood that the date referred to is excluded from the period of time (Article 47a of the UCP).

Such terms as the "first half of the month", "beginning of the month" and so forth that do not refer to a specific date will be interpreted as follows.

	First half of the month
	From the 1st to and including the 15t!l of the month.

	Second half of the month
	From the 16th to and including the last day of the month. (Article 47c of the UCP)

	Beginning of the month
	From the 1SI and including the 10!h of the month.

	Middle of the month
	From the 11th  to and including the 20"h of the month.

	End of month


	From the 21s: to and including the last day of the month. (Article 44b of the UCP)


4.8

L/C Amendment

After issuing of a Letter of Credit, it may be felt necessary to delete, add or alter some of the clauses of the credit. All these modifications are communicated to the Beneficiary through the same Advising bank of the credit. Such modifications to a credit are termed as 'Amendment' to a Letter of Credit.LC amendment is to be communicated by Telex, SWIFT or mail. 

4.8.1
UCPDC 500 Regarding Amendment
Article 9 (d) i: Except as otherwise provided by Article 48, an irrevocable Credit can neither be amended nor cancelled without the agreement of the Issuing Batik, the Confirming Bank, if any, and the Beneficiary.

Article 9 (d) ii: The Issuing bank shall be irrevocable bound by an amendment(s) issued by it from time to time of the issuance of such amendment(s). A Confirming Bank may extend its confirmation to an amendment and shall be irrevocable bound as of the time of its advice of the amendment. A Confirming Bank may, however, choose to advise an amendment to the beneficiary without extending its confirmation and if so, must inform the issuing bank and the beneficiary without delay.

Article 9 (d) iii: The terms of the original credit (or a credit incorporated previously accepted amendment(s) will remain in force for the beneficiary until the beneficiary communicates his acceptance of the amendment to the bank that advised such amendment. The beneficiary should give notification of acceptance or rejection of amendments). If the beneficiary fails to give such notification, the tender of documents to the Nominated Bank or Issuing Bank that confirm to the Credit and to not yet accepted amendment(s), will be deemed to be notification of acceptance by the beneficiary of such amendment(s) and as of that moment the Credit will be amended.

Article 9 (d) iv: Partial acceptance of amendments contained in one and the same advice of amendment is not allowed and consequently will not be given any effect.

Article 11 (b): If a bank uses the services of an Advising Bank to have the Credit advised to the beneficiary, it must also use the services of the same bank for advising an amendment(s).

The following clauses of L/C are generally amended: Increase/decrease value of L/C and Increase/decrease of quantity of goods.

•
Extension of shipment/negotiation period.

•
Terms of delivery i.e. FOB, CFR, GIF etc.

•
Mode of shipment.

•
 Inspection clause.

•
Name and address of the supplier.

•
Name of the reimbursing bank.

•
Name of the shipping line etc.

4.9

L/C Cancellation
The buyer instructs his bank to open a credit in favor of a foreign seller in accordance with the agreement between the seller and the buyer. After opening of L/C, sometimes cancellations of original credit become necessary. A revocable credit may be cancelled at any time without providing prior notice to the beneficiary but an irrevocable credit constitutes a definite undertaking of the issuing bank such undertaking cannot be cancelled without the agreement of all parties, namely the L/C Issuing bank,Advising bank and the beneficiary. The importer requests the opening bank in writing for the cancellation of the original credit. At the request of the importer the opening bank will inform Advising bank to callback original credit from the beneficiary for cancellation. The L/C will be treated as cancelled only on receipt of confirmation from the Advising bank that the beneficiary has agreed to cancel the credit. The opening bank must recover cancellation charge from the account of the importer.

Opening of LC under cash: Almost all imports into Bangladesh are subject to open an irrevocable documentary Letter of Credit. All documentary credits are subject to the provision of Uniform Customs and Practice for Documentary Credit 1993 edition, ICC Publication No. 500.

4.10

DOCUMENTS REQUIRED FOR L/C OPENING

The importer should carefully fill in this form, keeping in view the terms of his contract with the foreign supplier or the supplier's local agent and submit it to the bank duly signed and supported by: 

· Trade license. 

· TIN Certificate. 

· VAT Certificate.

· Letter of Credit Authorization Form duly filled in and signed by the importer, 

· One set of IMP form duly signed by the importer. 

· Valid Membership Certificate from a registered Chamber of Commerce and 
Industry or Trade association.

· Declaration payment of Income Tax. 

· Proof of payment of Renewal fees for the IRC.

· Letter of Credit application form dully filled in and signed by the importer.

· Indent issued by indenting agent or pro-forma invoice issued by foreign supplier. 

· Marine Insurance cover note issued by an approved Insurance Company in , 
covering the usual marine risks.  Bangladesh, in favor of Prime Bank Limited 
Documents as may be required as per Import Policy Order.

· In the Letter of Credit application form, the importer signs an agreement to the 
effect that, in consideration of the bank's opening the credit he agrees:
· That the bank will have the pledge of document and goods covered by the credit.

· To accept and/or pay on maturity the drafts, if any, drawn under the credit, 

· The Provisions of the Articles of the Uniform Customs and Practice for 
Documentary Credit 1993 edition, ICC Publication no. 500 shall govern the Letter 
of Credit unless otherwise specified by him in the application.

4.10.1

Scrutiny by the Bank on Receipts of L/C Application

The following points should be scrutinized on receipts of L/C application from the importers:
1.
The signature of the importer is verified with the specimen available with Prime 
Bank Limited. 

2.
The indent bears the signature of the indenting agent as well as that of the 
importer.

3.
The indenter's IRC number and registration number with Bangladesh Bank have 
been quoted.

4.
The imported items are not on the restricted list or banned list. a   The sources of 
finance are in accordance with the import policy order. 

5.
The Marine Insurance Cover Note mentions the items to be imported, the port of 
shipment, the destination and the mode of shipment. 

6.
The items to be imported are covered by the International Trade Control (ITC) 
regulations and in accordance with Indent / Pro-forma invoice

If the Letter of Credit application and supporting documents are in order, Prime Bank Limited approves the amount of margin on the basis of his past performance, his financial position, and market ability of the goods, the type of credit to be opened and the type of financing the importer needs after arrival of the goods. The Head Office (HO) sanctions the margin only after careful consideration to safeguard the interest of PBL.

4.10.2

Accounting Procedure:
1  
DR. Parties a/c ...  ... ...  ...TK.

CR.       Margin on L/C Cash                  TK

I/A a/c Commission on L/C      ............ TK.

I/A a/c Postage / Telex /SWIFT... ... ...   TK.

I/A a/c Miscellaneous ... ... ... ... ........ ... TK.

Handling chrage... ... ... ... ... ... ... ...........   TK.

S/D a/c VAT on Commission. ... ………TK

2
DR. Customer's Liability a/c ................. TK.

CR. Banker's Liability a/c ... . ................TK.

3  
DR. Advance Tax    ............................  ...TK.

CR. S/D a/c Income Tax on L/C Com. ....TK.

4.11 Transmission of L/C

If the L/C is to be advised as Ml Mail L/C, then after typing out the terms and condition and other particulars in the blank space of the Bank's prescribed printed L/C transmission form in quadruplicate, it should be signed by two authorized officials of the L/C Department whose specimen signatures are available with the correspondents abroad. The original and duplicate copy of the signed L/C are sent to the correspondent abroad through registered Airmail / courier service for onward transmission of the original copy of L/C to the supplier and retaining the duplicate copy for record of the correspondents.

Clear instructions with regard to negotiation of documents and the mode of reimbursement should be embodied in the L/C. Under the existing Exchange Control Regulations, L/C may provide for negotiation of documents for periods not exceeding 30 days after date of shipment.

If the correspondent bank is not the negotiating bank or if reimbursement would be arranged through a third bank (with whom a NOSTRO Account is maintained by the Head Office) 3 copy of the L/C should be sent to the reimbursing bank. The reimbursing bank honors the claim of the negotiating bank on the strength of the mailed copy of L/C by debit to NOSTRO Account maintained with them by the Head Office.

In case where no account is maintained with the reimbursing bank, arrangement should be made with the Head Office to make payment to the reimbursing bank to enable it to honor claim of negotiating bank.

The terms and conditions of L/C should be clearly stipulated to avoid confusion and ambiguity for strict compliance by the beneficiaries (supplier). Words and terms used in the underlying sale contract should also be used in the L/C although grammatically or semantically they might not be wholly correct.

If the L/C is transmitted by telecommunication to the advising bank and if it is intended that the L/C will be operative on receipt of mail confirmation; the telex must state "Full details to follow" or similar words. Otherwise, the transmission will be deemed to be the operative credit instrument to be acted open by the advising bank. All document L/C covering imports into Bangladesh are subject to the Uniform Customs and Practices for Documentary Credit 1993 Edition-ICC Publication No. 500. It should be clearly mentioned in each L/C unless printed words to that effect already exist in the form.







Figure 4.11.a: 
Flowchart of Documentary Letter of Credit Operation
4.12

LODGMENT

Foreign trade involves trades in between two or more countries. As a result, a large number of documents are used in this trade that are on the increase due to the growing complications introduced into the trade because of the imposition of different types of barriers and control in different countries.

After opening the L/C, the next step would be to await shipment followed by negotiation of documents by a bank abroad. The beneficiary of the L/C (exporters), after effecting shipment of the goods as per terms of L/C, prepares necessary documents as required under the terms of L/C and present the drafts to the negotiating bank along with the supporting documents for negotiation.

The negotiating bank negotiates the draft if the documents are found in order as per terms of the L/C and then makes payments to the beneficiary. The negotiating bank will reimburse itself either by debiting Prime Bank's account, if any, maintained with them (the NOSTRO Account) or, if there is no account, will seek reimbursement from the reimbursing bank nominated in the L/C. Thus, the bank will send documents to Prime Bank. 

After collection of the shipping documents from the negotiating bank, the same should be very carefully scrutinized to ensure that these have been drawn strictly as per the terms of the credit. The procedure of recording or marking entries in the books of the bank is technically known as “Lodgement”. Following steps are required for lodgement the document: 

· Importer's formal acceptance is required.

· Conversation of foreign currency into Bangladesh currency by applying correct rate of exchange. 

· Entries in to the PAD register along with PAD number.

· Entries in to L/C opening register by rounding the L/C No. with date.

· Relative LCAF is to be endorsed showing the utilization of credit amount. The utilized amount also to be noted in L/C file.

· IMP form duly signed by the importer is to be filled in properly. 

· Bill of Entry, B/L and invoice are sent together with a statement to Bangladesh Bank in time. 

· Safe keeping arrangement is made for documents. a   Preparation of the related vouchers.

4.13

Documents REQUIRED under l/c

Generally, however, the substantive documents that are normally asked for are the following:
· Commercial invoice

· Draft or Bill of Exchange

· Bill of lading or Airway Bill or other evidences of shipment (e.g. railway 
receipt, truck receipt etc)

· Marine Insurance Policy

· Packing list or Mills Specification

· Consular Invoice

· Certificate of Origin

· Inspection or Survey Certificate

· Quality Control Certificate

· GSP Certificate

4.14

Scrutiny of Documents

Receipt of import documents from foreign correspondents, the branch shall scrutinize the documents immediately, but not later than 7 days from the date of receipt. Examination of the documents generally includes the following points:
Completeness of the documents 

Consistency of the documents with each other

Compliance with Uniform Customs and Practices for Documentary Credits issued by the International Chamber Of Commerce, Paris.
Prime Bank Limited then proceeds to carefully look into the following main points of each of the documents keeping in view the terms of L/C:
A.
Bill of exchange:
a) That the bills properly stamped. In case it is not stamped it must be immediately 
stamped with the requisite value and the cost should be debited to the importers 
account. Of course, if the charges to be borne by the exporter as per terms of the 
contract, he (importer) should mention it specifically at the time of opening the 
credit.

b) That the Bill of Exchange (Draft) has been properly drawn as well as signed by 
the beneficiary which is mentioned in the L/C in accordance with the L/C terms 
and sale contract.

c) That the amount drawn does not exceed the amount available under the credit.

d) That the amount in words is exactly equal to its amount in figures, and both the 
amounts indicate the currency, as stipulated in the L/C.

e) That the Bill of Exchange is in order and endorsed properly to the order of PEL.

B.
Commercial Invoice:
a) That it is prepared in exporter's own printed Invoice form.

b) That the invoice has been correctly and properly drawn and signed by the 
beneficiary as per terms of L/C.

c) That the merchandise is invoiced to the party on whose account the credit is 
opened.

d) That the invoice does not include extraordinary expenses such as cable, storage, 
commission etc. unless specifically authorized in the terms of the letter of credit.

e) That invoice specify quantity clearly, words like approximate, about, nearly must 
be avoided. The quality and quantity must correspond to that indicated in L/C.

f) That the description and the unit price of the goods correspond with that given in 
the credit and all calculations in the invoice are correct.

g) That the Import License number mentioned in the letter of credit appears on the 
Invoice and that the invoice is strictly in accordance with the Proforma invoice, if 
furnished with Letter of Credit advice.

C.
Bill of Lading:
a) That tiiey are 'Clean' and of the class called for in the credit.

b) That the bill of lading covers the merchandise described in the invoice, by-
description, quantity, marks and numbers.

c) That the port of shipment, the port of destination, the date of shipment, the 
consignee, the party to be notified etc, are in agreement with those mentioned in 
the credit; (the date of the bills of lading is assumed to be the date of shipment).

d) When 'On Board' shipment is required and such shipment is evidenced by an 'On 
Board' bill of lading, the bill of lading date will be taken as evidence that the 
shipment was effected on or before the date indicated on the bill of lading; if 
evidenced by 'On Board' endorsement, the endorsement date will be so taken. 

e) That where blank endorsed bills of lading are required, they are endorsed correctly 
by the party to whose order they are issued, normally the shipper.

f) That the bills of lading are signed either by the Steamship Company or by their 
authorized agents.

g) That the bills of lading contain evidence that the freight has been prepared if this 
required by the credit clauses to the effect that freight is payable by the shipper 
not being acceptable in lieu of "Freight Prepaid' bills of Lading.

h) That no clause appears on the bills of lading to the effect that freight is to be 
collected abroad, if the invoice includes freight charges, 

i) That no clause appears on the bills of lading stating the merchandise was received 
in other than good condition. Such clauses would make the bills of lading 
‘Unclean’. 

j) That a full set of bills of lading is presented. 

D.
Insurance Documents:
a) That the document is of the class stipulated in the credit.

b) That the insurance covers the merchandise for the value stipulated in the letter of 
credit.

c) That the insurance documents describe the merchandise covered and mention the 
name of the carrying steamer. In cases where 'On Board' bills of lading are not 
presented the following clause, or words of similar import must follow the name 
of the steamer "and/or following steamer".

d) That all risks stipulated in the credit are properly covered in the Insurance 
documents. When the Credit stipulates that "all risks" are to be covered, it is not 
sufficient that various risks are mentioned but a clause to the effect that "All 
risks are covered is required.

e) That the policy is in the joint names of the Bank and the importer

f) That the party designated in the documents to perform such act properly 
countersigns the insurance document.

g) That the insurance document complies with the conditions of the letter of credit, is 
in negotiable form and that it is endorsed by the party to whom the loss is payable, 
unless the credit stipulates that the insurance must be issued-" Loss payable to a 
specified party in the country of destination".

h) That the date appearing on the insurance document is not later than the date 
appearing on the bill of lading.

i) That the insurance document covers transshipment when the bill of lading 
indicates that transshipment would take place.

j) That the insurance claims are payable at the port of destination.

k) That issuance certificate/ policy acknowledges the payment of the premium.

l) Under Institute cargo Clause an insurance policy with all the risks attached to it is 
rendered invalid for the purposes of claims if shipment covered by the policy is 
not cleared from the Docks within a period of 30 days from the date of arrival of 
the carrying steamer at the port of destination. It is, therefore, essential that proper 
care be taken to ensure that goods are cleared within 30 days from the date of 
arrival of the carrying steamer.

E.
Consular Invoice:
a)
That all originals are signed dated and titled as stipulated by credit.

b)
That the documents relate to the invoiced goods.

c)
That evident changes, alterations and/or correct bear the stamp of the consulate.

d)
That it is issued by the party in the credit or appears to be signed or authenticated 
by the consulate.

F.
Certificate of Origin:
a) That it is signed dated and properly titled.

b) That it certifies the country of origin. If the credit stipulates the country of origin the certificate indicates.

c) That the party stipulated in the credit issues it. If the credit does not stipulate, then a document issued by the beneficiary is acceptable.

d) That the document relates to the invoiced goods.

G.
Other Documents:
The following additional papers must accompany the shipping documents, if called for in the letter of credit and must confirm to the terms of L/C.

a)
Packing list.

b)
Weight list or certificate.

c)
Pre-shipment Inspection certificates.

e)
Quality Control Certificate etc. 

After the scrutiny there should follow a step-by-step process of lodgment as follows:
· Enter full particulars of the documents in the prescribed BLC Register allotting a consecutive serial number in the register. 

· Rubber stamp all the shipping documents with the BLC stamp and put the BLC serial number in each of the documents, 

· Convert the foreign currency amount of the bill and the foreign bank charges separately into Taka by applying the B.C selling rate ruling on the date of lodgment. If any forward exchange was booked, the booked rate should be applied. 

·  Send an "Inter- Branch Credit Advice" (IBCA) to the Head Office along with a prescribed statement to provide them credit for the payment from their overseas account through PBL General Account. 

· The Head Office (International Division) on receipt of the IBCA and the statement will respond the entry by debit to branch account (through PBL General Account) and contra credit to Nostro Account of the negotiating bank abroad. 

· The contingent Liability entry must be reversed to the debit of Banker's Liability for acceptance letter of credit and to the credit of Customer's Liability for acceptance letter of credit at the time of Lodgment of documents.

4.14.1
Accounting Procedure

a)
DR. PAD a/c S @ BC selling ............ TK.


CR. PBL General a/c (HO ID) S @ ready selling ... TK. 


CR. I/A a/c Exchange Gain ........................ TK.

b)
DR. Sundry Deposit (Margin) ............ TK.


CR. PAD a/c ....................................    TK.

c)
DR. PAD a/c ........................... TK.


CR. I/A a/c Interest on PAD ...................... . .TK.

Simultaneously, the L/C liability voucher should be reversed to the extent of document by passing the following vouchers:
d)
DR. Bankers Liability a/c ............... TK.

CR. Customers Liability a/c ........................ TK.

In case of Import Bill Lodgment for Back-to-Back L/C, PBL prepares the following vouchers:
a)
DR. Parties a/c .......................... .TK.


CR. I/A acceptance commission ... ... ... ... ... ... . . .TK.


CR. I/A management fee ... ... ... ... ... ... ... ... ... TK.


CR. I/A postage / telex ... ... ... ... ... ... ... ... ... . . .TK.

b)
DR. BTB L/C (Banker's Liability) ......... TK.


CR. BTB L/C (Customer's Liability) ............... TK.

c)
DR. BTB Bills (Customer's Liability) ...... TK.


CR. BTB Bills (Banker's Liability) ................. .TK,

After completion of lodgment the bank will inform the importer for release their documents after full adjustment of liabilities

4.15
DISCREPANT DOCUMENTS

If the scrutiny of documents by negotiating bank abroad reveals any discrepancy, it will send a telex or fax to the branch inquiring whether they can make payment to the beneficiary in spite of the discrepancies. If the answer is negative, the negotiating bank will send the documents on collection basis to the branch that should check with the importer whether the documents are acceptable. After the importer i.e. applicant for the credit has given his consent, the documents will be released to him on payment or acceptance of the bill, as the case mat be. If, on the other hand, the importer refuses to accept the documents on account of discrepancies detected either by the correspondent bank or the branch, it should immediately advise the negotiating bank by cable, telex or fax for instructions with regard to disposal of the goods and the documents.

A list of common discrepancies is given below:
· Claused (unclean) Bill of Lading.

· Charter-party Bill of Lading (Unless stipulated in the Letter of Credit).

· On Board' notation of in Bill of Lading undated unauthenticated.

· Shipment effected from port other than that stipulated in the credit.

· Goods shipped on deck {Unless stipulated in L/C).

· Full set of bill of lading not presented.

· Certificate of country of origin not provided.

· Certificate notifying insurance company of shipment not presented.

· Weighment certificate not presented.

· Alterations in documents not authenticated.

· Description of goods on invoice differs .

· The amount shown in invoice and bill of exchange differ.

· Shipping marks and numbers differ between documents.

· Credit (L/C) amount exceeded.

· Credit (L/C) expired.

· Documents not presented in time/stale bill of lading.

· Late shipment.

· Short shipment.

· Absence of documents called for in the credit.

· Bill of Exchange drawn on a wrong party.

· Bill of Exchange payable on an indeterminable date.

· Bill of Exchange, Bill of Lading or Insurance documents are not endorsed 
correctly.

· Absence of signatures, where required, on documents presented.

· Packing list not submitted.

· Part shipment/ transshipment effected not being covered by the L/C terms.

· Third party bill of lading /short from bill of lading submitted.

· Inspection certificate not submitted.

· Unit price not mentioned in invoice.

· Description of documents on collection schedule differs with documents 
presented.

4.16

RETIREMENT

Retirement means discharge of documents on receipt of full payment of the bills from the customers. The documents are released and necessary entries marked off. This process of agreement of import claims is technically known as "Retirement of Bills." Bank should ensure that all payables have been recovered and that all formalities including Exchange Control requirements are complied with before retirement of documents.

On receipt of intimation, the importer gives needed instructions with regard to retirement of bill. The importer may appeal the Bank to depart the bill by debit to his account. After adjustment of loan by making debit of the importer's account, the shipping documents are handed over to the importer. Before releasing the import documents to the importer, the Bank should endorse on the invoices the amount which they have remitted from Bangladesh. The Bank should also endorse the bill of exchange and the Bill of Lading to the order of the importer. In order to have the clearance of the consignment from the custom authority, the custom purpose copy of the LCA should be returned to the importer.



Figure 4.16.a: Retirement Facility

The importer may demand for providing LIM facility if arranged earlier. In case where LIM facility is given to the importer, generally the Bank itself will manage for clearance of the goods on payment of import duty, sales tax and other charges and reserve the goods at the Banks subject to discharge on production of delivery order as per settlement.

Occasionally documents are also handed over to the importer against trust receipt for clearance of the goods on the clear understanding that the importer will hold goods or sale proceeds thereof in trust with him at the disposal of the Bank till the entire lending is liquidated.

All payments for imports into Bangladesh are necessary to be recorded to Bangladesh Bank on IMP form. The original copy of the IMP form duly certified by the Bank is submitted to the Bangladesh Bank. The importer is required to produce Exchange Control copy of Customs Bill of Entry to the Bank within four months from the date of remittance. After proper checking, the Bill of entry is to be harmonized with the duplicate copy of the IMP form for investigation of the Bangladesh Bank. Then Prime bank Limited prepares the retirement vouchers to reflect the amount of cost and other charges from the importer, adjustment of margin and PAD account. There after the documents may be handed over to the importer against proper acknowledgement after certification and endorsement.

Certificate of the Invoice amount:
“Certified that the invoice amount is USS ....... equivalent to Bangladesh Tk. ... @ ....

... ...perUSS."         






Manager

Endorsement in the Bill of Exchange:
Received Payment.






Manager

Endorsement in the Bill of Lading:
"Please deliver to the order of M/S ... ... ... (name of the importer is mentioned here)











Manager
4.16.1

ACCOUNTING PROCEDURE
a)

DR. PAD account (for interest amount) ... ... ... ... ... TK.

CR. I/A account Interest on PAD... ............…….…. TK.

b)

DR. Party’s account (including interest)... ... ... ... ...TK.

CR. PAD account (including Interest) ... ... ... ... .. ..TK.

In case of client apply for Post Import Finance:
LIM/ LTR:
a)

DR. PAD account (for interest amount) ... ... ... ... ... TK.

CR. I/A account Interest on PAD ... ... ... ... ... ... ….TK.

b)

DR. LTM/LTRaccount... ... ... ... ... ... ... ... ... ... ….TK.

CR. PAD account (including interest) ... ... ... ... .…TK.

4.17

RETURNS & REPORTS:

On the last working day of the month, the returns of bills lodged during the month should be sent to Bangladesh Bank along with original copy of the IMP form. The second copy should be filed with the Bill of Entry after clearance of goods. The branch will also retain the third copy. The 4th copy should be sent to Bangladesh Bank on failure of the importer to submit the Bill of Entry within time.

CHAPTER
FIVE

FOREIGN REMITTANCE
5.1
FOREIGN REMITTANCE

On March 24, 1994 Bangladesh Taka was declared convertible for Current account International Transaction. As a prelude to this wide-ranging reforms were made in the country’s foreign exchange regime to lay the ground for a market friendly environment to induce investment, growth and productivity. Following liberalization under convertibility, most remittances are now approved by the Authorized Dealers themselves on behalf of the Central Bank. Only a few remittances of special nature require Bangladesh Bank’s prior approval.

Foreign remittance means remittance of foreign currencies from one place/persons to another place/person. In broad sense, foreign remittance includes all sale and purchase of foreign currencies on account of Import, Export, Travel and other purposes. However, specifically foreign remittance means sale & purchase of foreign currencies for the purposes other than export and import. As such, this chapter will not cover purchase & sale of foreign currencies on account of Import & Export of goods.

All foreign remittance transactions are grouped into two broad categories- Outward remittance & Inward remittance.

5.1.1
OUTWARD REMITTANCE
The term “ Outward remittances” include not only remittance i.e. sale of foreign currency by TT. MT, Drafts, Traveller’s cheque but also includes payment against imports into Bangladesh & Local currency credited to Non-resident Taka Accounts of Foreign Banks or Convertible Taka Account.

Types of out ward form

Two forms are used for Outward Remittance of foreign Currency such as: -

IMP FORM (All outward remittance on account of Imports is done by form IMP.)

T.M. FORM (T.M.  Form
: For all other outward remittances form T.M. is used.)

Outward remittances cover sales of foreign currency through issue of foreign TT, MT, Draft, T.C, and L C etc. Payments by credit to N/R Taka Account, if any, maintained with us by our foreign correspondent also constitute outward remittance and sale of foreign exchange.

The branches should maintain records of all sales of foreign exchange (outward remittances) and submit appropriate returns to Bangladesh Bank duly supported by schedules.

For imports


IMP forms with Schedule - E-2/P-2T/M form with schedule -E3/P-3, E-4/P-4

A brief description of reports and returns that are required to be sent to the Bangladesh Bank are given in below-

(A)
PRIVATE REMITTANCE
1.
Family remittance facility:
a) Foreign Nationals working in Bangladesh with approval of the Government may remit through an Authorized Dealer 50% of Salary and 100% of leave salary as also actual savings and admissible person benefits. No prior approval of Bank is necessary for such remittance.

b) Remittance of moderate amounts of foreign exchange for maintenance abroad of family 
members (spouse, children, parents) of Bangladesh Nationals are allowed by Bangladesh 
Bank on written request supported by certificate from the Bangladesh Mission in the concerned country.

2.
Remittance of Membership fees/registration fees etc.:

Authorized Dealer may remit without prior approval of Bangladesh Bank, membership fees of Foreign professional and scientific institutions and fees for application registration, admission, examination (TOEFL, SAT etc.) in connection with admission into foreign educational institutions on the basis of written application supported by demand notice/letter of the concerned institution.

3
Education:
Prior permission of Bangladesh Bank is not required for releasing foreign exchange in favor/on behalf of Bangladesh students studying abroad or willing to proceeds abroad for studies. Authorized Dealers shall allow exchange facilities for this purpose according to the following drill:
-
Application duly filled in by the student as per prescribed format of Bangladesh 
Bank.

-
Original and photocopy of admission letter issued by the concerned institution in 
favor of the student.

-
Original and photocopy of estimate relating to annual tuition fee, board and 
lodging incidental expenses etc. issued by the concerned institutions.

-
Attested copies of educational certificates of the applicant and 

-
Valid passport.

4.
Remittance of Consular Fees:

Consular fees collected by foreign embassies in Bangladesh Taka and deposited in a Taka Account maintained with an AD solely for this purpose may be remitted abroad without prior approval of Bangladesh Bank.

5.
Remittance of Evaluation Fee:

Authorized Dealers without prior approval of Bangladesh Bank may remit evaluation fee on behalf of Bangladeshis desiring immigration to foreign countries for getting educational certificates of the person concerned evaluated by a foreign institution. A demand note of the foreign immigration authority is required for this purpose.

6.
Travel:

Private travel quota entitlement of Bangladesh Nationals is set at US$3000/- per year for visit to countries other than SAARC member countries and Myanmar, Quota for SAARC member countries and Myanmar is US$1000/- for travel by air and US$500/-for travel by overland route. Authorized Dealers may release this travel quota in the form of foreign currency notes up to US$500/- or equivalent and balance exchange in the form of TCs or total quota in the form of TCs The annual quotas mentioned above are for adult passengers. Fore minors (Below 12 year in age) the applicable quota will be half the amount allowable to adults.

Authorized Dealers may release above travel quota without prior approval of Bangladesh Bank subject to observation and satisfaction of following points-

i)
The intending traveler is a customer of the AD bank or is sufficiently well known to the AD Bank or the intending traveler has paid relevant Travel Tax. The intending traveler has a valid passport.

ii)
The AD should verify and satisfy itself that any foreign exchange released for an earlier travel was utilized with he journey being actually undertaken or was duly encashed unutilized.

iii)
The intending traveler is in possession of confirmed air ticket for journey to be undertaken and that the intended journey to be undertaken not later than two weeks after the date on which exchange is issued.

iv)
The amount releases is endorsed on the passport and air ticket of the traveler with indelible ink, with the signature and the name of the AD branch embossed in the passport and ticket

However, while issuing foreign exchange to the Diplomats/ privileged persons/ UN personnel, Govt. Officials traveling on officials’ duties, such endorsement in the passports need not be made.

v)
In each case of release of foreign exchange for travel abroad, photocopies of first six pages of the passports and the page recording endorsement of foreign exchange and photocopies of the pages of ticket showing name of the passenger, route and date of journey and endorsement of  foreign exchange along with the relative T.M. form should be sent to Bangladesh Bank along with monthly returns.

7.
Health & Medical:
Authorized Dealers without prior approval of Bangladesh Bank may release foreign exchange upto US$10,000/- for medical treatment abroad on the basis of the recommendation of the medical Board set up the Head Directorate and the cost estimate of the foreign medical institution.

8.
Seminars & workshops:

Without prior approval of Bangladesh Bank AD may release US$200/- per diem and US$250/- per diem to the private sector participants for attending seminars, conferences and workshops organized by recognized International bodies in SAARC member countries or Myanmar and in other countries respectively for the actual period of the seminar/workshop/conference to be held on this basis of invitation letters received in the names of the application or their employer institutional.

9.
Foreign Nationals:

i) The Authorized Dealers may issue foreign currency TCs to foreign nationals without any limit and foreign currency notes upto US$300/- or equivalent per person against surrender of equivalents amounts in foreign currencies. The TCs and foreign currency notes should however, be delivered only on production of ticket for a destination outside Bangladesh and the amount issued should be endorsed on the relative passports.

ii) Authorized Dealers may allow reconversion of unspent Taka funds of foreign tourists into foreign exchange on production of the enchashement certificate of foreign currency. Reconversion shall be allowed by the same AD with which the foreign currency was encashed earlier. AD should retain the original encashment certificate and relative FMJ forms where reconversion exceeds US$5000/-.

10.
Remittance for Haji:
Authorized Dealers may release foreign exchange to the intending pilgrims for performing Hajj as per instructions/circulars to be issued by the Bangladesh Bank each year.

11.
Other Private remittance:
Applications for remittances by private individuals for purposes other than those mentioned above should be forwarded to Bangladesh Bank for consideration & approval after assessing the beneficiarie’s purpose of remittance on the basis of documentary evidence submitted by the applicant.

(B)
OFFICIAL & BUSINESS TRAVEL

1.
Official Visit:
For official or semi officials visits abroad by the officials of govt., Autonomous/Semi-autonomous institutions etc., Authorized Dealers may release foreign exchange as per entitlements fixed by the Ministry of Finance from time to time, In such cases, the applicant for foreign exchange shall be required to submit the sanction letter and the competent authority’s Order/Notification/Circular authorizing the travel.

2.
Business Travel Quota for New Exporters:
Upto US$6,000/- or equivalent may be issued by an AD without prior approval of Bangladesh Bank to a new exporter for business travel abroad, against recommendation letter from Export Promotion Bureau, Bonafide requirement beyond US$6000/- is accommodated by Bangladesh Bank upon written request through an AD with supporting documents.

3.
Business Travel Quota for Importers and Non-exporting producers:
i) Subject to annual upper limit of US$5000/- importers are entitled to a business travel quota @ 1% of their imports settled during the previous financial year.

ii) Subject to annual upper limit of US$5000/- non exporting producers for the local markets are entitled to a business travel quota @1% of their turnover of the proceeding financial year as declared in their tax returns.

The same business organization engaged in imports as well as production shall however; draw business travel quota entitlement only on one count.

4.
Exporters’ Retention Quota:
i) Merchandise exporters may retain upto 40% of realized FOB value of their exports in foreign currency accounts. However, for exports of goods having accounts. However, for exports of goods having high import content (such as readymade garments, POL products including naptha, furnace oil bitumen, electronic goods etc.,) the retention quota is 7.5% of the repatriated FOB value.

Funds from these accounts can be used to meet bonafide business expenditure, such as business visits abroad, participation in export fairs and seminars, establishment and maintenance of office abroad, import of raw materials, machinery and spares etc. without prior approval of Bangladesh Bank.

Exporters may at their option, retain the foreign currency in interest bearing renewable term deposit accounts with Authorized Dealers in US Dollar, Pound Sterling DM or Japanese Yen with a minimum account of US$2000 or Pound 1500/-

ii) Service exporters (excluding indenting commission or agency commission of indenting house of buying house respectively) may retain 5% of their repatriated income in foreign currency accounts or as renewable time deposits with Authorized Dealers, Funds from these accounts can be used to meet expenses for bonafide business travel abroad.

(C)
COMMERCIAL REMITTANCE

1.
Opening of branches or subsidiary companies abroad:
Remittance of upto US$30,000/- or equivalent per annum may be released by the Authorized Dealers without prior approval of Bangladesh Bank to meet current expenses of offices/branches opened abroad by resident in Bangladesh or Commercial/Industrial concern incorporated in Bangladesh.

Such remittance may only be made in the names of concerned offices/subsidiary companies abroad subject top examination of following papers:-

i) Approval letter of the competent authority of the country concerned for opening the office in that country copy of report submitted to Bangladesh banks, as per prescribed format, within one month of opening of foreign branches/subsidiaries.

Before effecting remittances for subsequent years the Authorized Dealers shall verify the renewed lease agreement (if applicable and shall satisfy itself about the actual necessity of remitting funds by examining the actual and/or estimated incomes and expenses of the offices/subsidiaries abroad as revealed from the its audited accounts and the other papers/vouchers.

2.
Remittance by shipping companies airlines & courier service:
Foreign Shipping Companies, airlines and courier service companies may send, through an AD, funds collected in Bangladesh towards freight and passage after adjustment of local cost & Taxes, if any without prior approval of Bangladesh Bank.

3.
Remittance of Royalty and technical fees:
No prior permission of the Bangladesh Bank of BOI is required by the enterprises for entering into agreement involving remittance of royalty, technical know-how or technical assistance fees, operational services fees, marketing commission etc., if the total fees and other expenses connected with technology transfer do not exceed.

a)
6% of the cost of imported machinery in case of new projects.

b)
6% of the previous year’s sales as declared in the income tax returns of the ongoing concerns.

The Authorized Dealers may remit such royalty and other fees without prior approval of Bangladesh Bank.

Royalty and other fees beyond the rate mentioned above may be remitted by the Authorized Dealers without prior approval of Bangladesh bank provided specific approval of BOI has been obtained by the applicant company.

4.
Remittance on account of training & consultancy:
Industrial enterprises producing for local market may remit through Authorized Dealers upto 1% of their annual sales as declared in their previous years’ tax return for the purpose of training and consultancy services as per relevant contract with the foreign trainer/consultant, without prior approval of Bangladesh Bank.

5.
Remittance of profits of foreign firms/branches:
Authorized Dealers may without prior Bangladesh Bank approval remit abroad the post tax profits of branches of foreign firms and companies including foreign banks & other financial institutions subject to submission of relevant documents/information alongwith the application.

6.
Remittance of Dividend:
Prior permission of Bangladesh Bank is not required for- 

i) Remittance of dividend income to non-resident shareholders on receipt of application in   the prescribe form from the companies concerned.

ii) Remittance of dividend declared out of previous years’ accumulated reserves.

7.
Subscriptions to foreign media services:
On application from the local newspapers, Authorized Dealers may remit foreign exchange towards cost of subscription of news items, features, articles of foreign news agencies subject to submission of (i) contracts entered into between the applicant and the foreign news agency and (ii) NOC of the Ministry of Information.

8. Costs/ for Reuter monitors:
Authorized Dealers may remit abroad costs/fees on account of their own subscription to foreign media services such as Reuter monitor service, without prior approval of Bangladesh Bank.

9. Advertisement of Bangladeshi Products in mass media abroad:
Prior permission of Bangladesh is not required by the Authorized Dealers for remittance of charges for advertisement of Bangladeshi commodities in mass media abroad subject to submission of Invoice from the concerned foreign mass media alongwith the applications of the remitter. The applicant will have to submit copy of the advertisement to the Ad within one month of this issuance.

10.
Bank Charges:
The Authorized Dealers may affect remittances towards settlement of dues to foreign banks of bank charges, cost of cables and other incidental charges arising in their normal course of the business without prior approval of Bangladesh Bank. 

(D)

ACCOUNTING MECHANISM

Foreign Currency Notes

Dr.
Party’s A/C / Cash at FC selling rate

Cr.
Foreign currency in hand 

Cr- Income A/C-Commission, if any  

TC, Draft and TT

Dr. Party’s A/C / Cash from party@ TC/ OD selling rate Plus charges 

Cr. PBL General A/C: HO ID) @ ready selling rate

Cr. Income A/C for the difference between the two rates

Cr. Income A/C for Commission as per schedule of charges 

TC draft and TT issued from FC A/C of customer 

      (General as well as retention quota of exporter)

Dr Customer’s FC A/C @ current holding rate of FC balance

Cr. PBL General A/C: HO ID) @ current holding rate of FC balance

Dr. Customers A/C or cash from the customer for charges

Cr. Income A/C as per schedule of charges

Issue of Foreign Currency Notes to the debit of the customer’s FC A/C (General or retention quota)

Dr. Party’s FC A/C at prevailing cash selling rate plus commission and charges as per schedule

Cr.
FC in hand A/C at cash selling rate

Cr.
Income A/C for Commission, as per schedule
5.1.2
INWARD REMITTANCE
The term “Inward Remittance” includes not only purchase of Foreign Currency by TT, MT, Drafts etc. but also purchases of bills, purchases of Traveler’s cheques.

Types of inward form:

Two forms as prescribed by Bangladesh Bank are used for purchase of Foreign Currencies such as. 
A) EXP form

B) Form C

(A)

EXP FORM

Remittances received against exports of goods from Bangladesh are done by form EXP.

(B)

FORM C
Inward remittances equivalent to US$2000/- and above are done by Form” C”.

However, declaration in Form C is not required in case of remittances by Bangladesh Nationals working abroad.

Utmost care should be taken while purchasing Currency Notes, Travelers cheque, Demand Draft & similar Instrument for protecting the bank from probable loss as well as safety of the Bank officials concerned.

Dealing in foreign exchange essentially involves buying and selling of foreign exchange for remittance to or from foreign countries. Remittances received from abroad are called inward remittances and involve purchase of foreign currency by the bank’s branch in the form of foreign T.T., M.T., D.D., Cheques, Bills, Drafts, and T.Cs. etc. 

Purchase of foreign exchange should be reported to Bangladesh Bank on the following forms and schedules:
For Exports 



     



EXP form with A1/A2 schedule.

For other than exports involving



Form - C and Sch. J. /1-03


amount of Tk.5000 & above




(In case of SB Account Form C not applicable)

For other than exports involving



Schedule - I.R.V./1-04-2/4


amount below Tk.5000.




1.
Purchase of Currency Notes, Travelers cheques, Drafts etc.

Following General observations are required in addition to common judgment/intelligent /vigilance of the dealing officers: -

i)
Currency notes to be checked very carefully so as to avoid risk of purchasing 
counter fiet Notes.

ii)
While purchasing Travellers cheque signature of the holder to be obtained on the 
TC/s in front of the Bank officials and should be verified with the signature of the 
holder already given at the time of issuance of T.Cs, 

iii)
Drafts should not be purchased under any circumstances unless the holder is a 
regular/valued customer of the bank. Indemnity Bond to be obtained for revering 
the amount paid in advance to the holder in case of dishonor of the instrument.

iv)
Private chqeue should not be purchased under any circumstance without prior 
approval of Head Office.

2.
Dealing In Foreign Currency Notes & Coins:
Only Authorized Dealers and Authorized Money Changer are permitted to deal in foreign currency notes & coins Authorized Dealers and Money Changers may freely buy foreign currency from incoming passengers regardless of nationality and regardless of whether or not a declaration on form FMJ is produced at the time of encashment. If this form is produced, the amount encashed should be endorsed on it.

The Authorized Dealers may also purchase foreign currency notes, coins and other travel instruments freely from Authorized Money changers without production of Form FMJ.

3.
Disposal of Foreign Currency notes /Coins & others by Incoming passengers:

Incoming passengers may bring in any amount of foreign exchange with declaration FMC at the time of arrival. No declaration is necessary for amounts upto US$5000/- for non residents, the entire amount brought in with declaration or upto US$5000/- brought in without declaration may be freely taken out at the time of departure or may deposit the amount in F.C Account subject to submission of form FMJ for excess of US$5000.- or equivalent.

An incoming person, who is ordinarily resident in Bangladesh (I) may retain foreign exchange upto US$5000/- or equivalent brought in without declaration or (ii) take-out the same freely at the time of departure form Bangladesh without endorsement in passport and air ticket  (ii) deposit the amount in RFCD account of the person concerned.
C)

ACCOUNTING MECHANISM

Dr. Customer’s liability (FBC) at the TT (clean) buying rate 

Cr. Banker’s liability (FBC) at the TT (clean) buying rate

For purchase of foreign currency notes

Dr.
FC in hand A/C for FC amount @ FC (Cash) Buying rate 




Cr.
Cash A/C or Party’s A/C for payment to the customer at the same rate
 

For payment to the customer’s FC A/C

Dr.
FC in hand A/C for FC amount @ FC (Cash) Buying rate 




Cr.
Customer’s FC A/C @ TT clean (buying) rate

Cr.
Income A/C  (Difference between the two rates)
Payment against TCs

Dr. FBP Clean A/C for FC amount @ TC buying rate 

Cr. Cash / Party’s A/C at the same rate minus charges

Cr. Income A/C for Commission, postage etc.as per schedule of Charges

Collection of Proceeds of Encashed TCs

Dr. HO (relevant Nostro A/C) at ready buying rate 

Cr. FBP for outstanding amount 

Cr.  Income A/C (Exchange difference).

Encashment of T.T:
For payment to customer’s A/C or cash

Dr. PBL General A/C: HO ID) (Nostro A/C) at ready buying rate

Cr. Party’s A/C / Cash or Payment Order at TT buying less commission and charges as per schedule.

Cr. Income A/C exchange on FC amount at difference between ready buying rate and TT clean buying amount 

Cr. Taxes / VAT, if any 

Cr. Income A/C-commission TT Foreign

For Credit to FC A/C 
Dr. PBL General A/C: HO ID for FC amount at TT (clean) buying rate 

Cr. Customers FC A/C (at the same rate)

Foreign Currency (FC) Account

One can open Accounts by following ways: 

1.
Bangladesh nationals residing abroad,

2.
Foreign nationals residing abroad or Bangladesh,
3.
Foreign firms operating in Bangladesh or abroad, and
4.
Foreign missions and their expatriate employees in Bangladesh.
Foreign exchange earned through business done or services rendered in Bangladesh cannot be put into this account. Credits to a foreign currency account may be made against inward remittances of foreign exchange in any form or by transfer from another FC account

Payment of interest- Banks may pay interest on such accounts at rates determined from time to time. The branches should seek advice from the HO regarding rates of interest payable on these accounts from time to time.  

5.2
FC ACCOUNTS OVERSEAS FOR BANGLADESHIS NATIONALISM
1.
Bangladesh nationals working abroad or proceeding abroad to take up 
employment may open foreign currency accounts.

2.
No initial deposit is required to open this account.

3.
Account holder may operate the account himself or nominate other persons in 
Bangladesh for this purpose.

4.
The account may be opened in pound sterling, US dollar, euro or Japanese yen. 

5.
The account may be maintained as long as the account holder desires.

6.
These accounts should ordinarily be fed by remittances by account holder himself.

7.
By funds sent by other wage earners.

Sale proceeds of currency notes, traveller’s cheques, drafts etc. brought into Bangladesh by the account holder while on temporary visit to Bangladesh provided foreign exchange in excess of US$ 5000 (or its equivalent) is duly declared to the Customs on Form FMJ at the time of their arrival.

8.
Funds lying to the credit of FC accounts of Bangladesh nationals can be utilized 
for import of goods and commodities as per Import Policy announced by the 
Government from time to time.

5.2.1

NON-RESIDENT FC DEPOSIT ACCOUNTS (NFCD)

One can open Accounts by following ways: 
1.
Non-resident Bangladesh nationals and persons of Bangladesh origin 
including those with dual nationality and ordinarily residing abroad may 
maintain interest bearing time deposit account named Non-Resident 
Foreign Currency Deposit. (NFCD) Account with the authorized dealers.

2.
These accounts may be opened initially with minimum amount of US$ 
1000 or pound sterling 500 or equivalent 

3.
Foreign nationals and companies/ firms registered and /or incorporated 
abroad, banks, other financial institutions including institutional investors 
and 100% foreign owned (A-Type) industrial units in the Export 
Processing Zones in Bangladesh are also allowed to maintain NFCD 
Account. The minimum amount of time deposits in such cases should be 
US$ 25,000 or its equivalent in pound sterling, euro mark or Japanese yen. 
Other terms and conditions in respect of these account holders will be 
similar to those mentioned above for NFCD Accounts of non-resident 
Bangladesh nationals. 

Application Form

Branches may receive applications (as per Appendix 5/4 of BB Guidelines for Foreign Exchange Transactions, 1996) along with a set of specimen signature duly verified by Bangladesh mission abroad or a reputable bank or any other person known to the branch. .

Interest on Deposits

The interest on deposits into this account is exempt from the tax payable under Income Tax Act.

Reporting

A separate monthly statement summarizing currency-wise the transactions in the NFCD account of the branch should be submitted to the Head Hffice as per proforma at Appendix 5/5 of BB Guidelines for Foreign Exchange Transactions, 1996 by the 5th of the month following that to which it relates.

5.2.2

RESIDENT FC DEPOSIT ACCOUNT (RFCD)

Branches may allow persons ordinarily resident in Bangladesh to open and maintain Resident Foreign Currency Deposit  (RFCD) accounts with foreign exchange brought in at the time of their return from travel abroad. Any amount brought into Bangladesh with declaration to the Customs authorities in form FMJ and up to $5000 brought in without any declaration can be credited to such accounts. Proceeds of export of goods or services from Bangladesh or commission arising from business deals in Bangladesh cannot be credited to such accounts. 

Duration Of the Currency

Such accounts the depositor shall furnish a written declaration, mentioning the date of his return from abroad and the amount of foreign exchange brought in, and that the foreign exchange:
-
is not a receipt for export of goods or services from Bangladesh,

-
is not a commission due from abroad arising from business deal in 
Bangladesh.

Period Of Interest

Interest in foreign exchange shall be payable on balances in such accounts if the deposits are for a term of not less than one month and the balance is not less than US$1000 or £500 or its equivalent. 

Reporting

The branch shall prepare currency-wise consolidated monthly statement of transactions in the RFCD account (as per Appendix 5/6 of BB Guidelines for Foreign Exchange Transactions, 1996) and send it to head office by the 5th day of the following month for onward transmission to Bangladesh Bank.

Travelers Cheque (TC)

Travelers Cheque (TC) is an instrument for a specific amount of widely accepted foreign currencies, issued in favor of Travelers/visitors to carry foreign exchange for meeting their expenses in abroad. Travelers cheque may be in different currencies, such as US$, Pound Starling, Japanese Yen, Saudi Real, Canadian Dollar, French Frances, German Marks, swiss Frances etc.

Procedure of T.C Issue - 
a)
Ensure that the intending traveler is a client of the Authorized Dealer (AD) Bank 
or is sufficienty well known to the AD Bank. The intending travelers must come 
to the Bank with the following documents to have the T.C.

b)
Ensure the customer’s Valid Passport

c)
Conferment Valid Air Ticket

d)
The branch should ensure that the intending traveler is a client of the branch or is 
known too well to be satisfied about the bona fide of the applicant.

e)
The intending traveller should produce a confirmed air ticket for journey to be 
undertaken in cases where the passenger wishes to avail of the quota prescribed 
for travel by air.

f)
The amount released should be endorsed in the passport and the air ticket (where 
applicable) of the traveller with indelible ink.

g)
The signature and the name of the branch should be embossed in the passport and 
ticket.

h)
Photocopies of first six pages of the passport and the page recording endorsement 
of foreign exchange, and photocopies of the pages of ticket showing name of the 
passenger, route and date of journey and endorsement of foreign exchange along 
with the relative TM Form should be sent to Bangladesh Bank along with report 
of the transaction in the usual monthly returns

Encashment of TC -

1.
Compare the counter signature with original signature.

2.
Additional signature may be obtained if signature differs.

3.
Blank Cheque should not encase.

4.
Check the passport endorsement, purchase contract of the purchaser if available.

5.
Previously counter singed cheques not be encased.

5.3
FOREIGN OUTWARD BILL COLLECTION (FOBC)
In Foreign Remittance section FOBC services are given by PBL tocustomers.If asingle person somehow get a DD(demand draft),cheques,and maintain a FC account with bank then the valued customer will be served .For example, If DD is drawn on us then PBL just provide instruction to HO to credit the amount into Amex(Nostro)Account.Again, If DD is drown into Pound/GBP then credited to Netwest (Nostro)Acoount. Futher more If DD is drown into Singapore Dollar then it will be daspacth by currier service to DHL which will be directly credited to Singapore Dollar A\C of the Account holder.

Accounting Procedure:
Dr.      B Bank      Nostro Account

Cr.      Customer  Dollar   / GBP  /CAD   Account 

Cr.      I / A OBC   Commission $ 2.86(171BDT)

Cr.      S/D             VAT (Auto Rate will be Calculated)

PBL , offshore Banking Unit :
Dr. Nostro   Account 

Cr.  PBL      MTJ Account

PBL, other Branches:
Dr.     Nostro Account

Cr.     I/A     IBCA

Cr.     I/A   OBC Commission

Cr.     S/D   VAT

Cr.     /D   Ex.gain 

CHAPTER
SIX

RECOMMENDATION
Despite a decline in recent years, the banking system continues to be dominated by the Nationalized Commercial Banks (NCBs), which now account for almost 59% of the overall bank deposits. The private commercial banks have a 34% share in total deposits and the foreign banks 7%. The basic problems of the banking sector have been the existence of huge non-performing loans, which increased to 43% in 1999 from 32% in 1995.

However, Prime Bank Limited should take care of the following issues:
1. PBL has a great image as they have already achieved first position in CAMEL 
rating consecutively for three years. Using this reputation they should be more 
service oriented by implementing any branch services, Tele banking and 
introducing more new product.

2. PBL can pursue to Government high officials and can make a better relationship 
with them to get government fund in order to keep cost of fund low.

3. PBL can open some more branches in strategically important place and by doing 
that they can enhance their business volume.

4. The activities should be more technologically rich than present time. Then all 
manual tasks will be converted into the computerized system

5. PBL has two Islami Banking Branch. Both branches are doing very good business 
and have strong public acceptability. As Bangladesh is an Islamic country and 
Islamic Banking is a popular concept so PBL can go for more Islamic Banking 
branches.

6. The Bank can diversify its loan portfolio. PBL has very low investment in 
Transport sector. They can go for this highly potential sector in our country. More 
over PBL can go for small and medium enterprises loan. Even if PBL open branch 
in rural area they can also put their money to agricultural sector.

7. Each and every branch should establish an information cell with one/two smart 
executives who will be able to provide all sort of information regarding banking 
and respective branch.

8. PBL can go for some promotional activities through their PR Department.

10.
PBL should offer high competitive interest rate to attract depositor for increasing 
the liquidity. Then it will able to deal with call money business in the age of 
floating rate of exchange.

11. PBL’s management may invest more in interest sensitive asset by taking deposit 
of short term and lend for long to reduce gap between its interest rate sensitive 
assets and interest rate sensitive liabilities.

12. PBL can upgrade the interest rate to their existing depositor and can reduce the 
interest rate of loans advances for their existing valued client.

13. Prime Bank should increase their performance by engaging efficient decision 
maker in the managerial level.

14. They should utilize properly idle money, because idle money is now become a 
major problems of banking sector.

15. Proper training should be given in order to create efficient personnel.

16. World Bank’s prescription for banking reform programmed should be analyzed 
before implementing.

The above recommendation can be made on the basis of the present performance of Prime Bank Limited. Hopefully, this recommendation may help to broaden their business diversity and also may help to improve their existing service quality.

CHAPTER
SEVEN

CONCLUSION
Prime Bank Limited is successfully operating in Bangladeshi banking sector since 1995. They have already positioning themselves as the leading private Bangladeshi commercial bank in the respective consumer’s mind. Now a days, they are facing lots of competition on the foreign exchange issue as other Bangladeshi and foreign banks are very much concerned on this issue also. But, still they are doing well to collect and retain customers on this account by providing superior customer value through the efficient employee of their foreign exchange department. However, as a Bangladeshi bank, PBL is regarded as the most reliable bank and the growing number of its clients indicates the acceptance of PBL among the customers. In this connection, it should be mentioned that PBL management believes that to get a profitable client is almost five times costly than retaining the customer. For this reason, they always try to meet the client’s requirements at the fullest extent. Despite of having some limitations, their financial condition is extremely good comparatively to other banks and because of their achievements in various business and customer service field, they are considered as the best private bank in the country.
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IMPORT PROCEDURE IN FLOW CHART
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