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1.1 Introduction
Measured by total assets, commercial banks are the most important financial intermediary. Like other financial intermediaries, they perform a critical function of facilitating the flow of funds from surplus units to deficit units. Commercial banks basically focused on commercial lending. From the end of 19th century they are providing diversified services.

Commercial banks have different sections such as section focusing on lending; a section helps in foreign trade, a section that collects deposits. This study more or less relates with all the sections but give much emphasis on the section “Loan & Advance”.

1.2 Background of the Study
In a “perfect world” there would be no necessity for assets and liability. In such a world, there would be no uncertainty, no transaction costs, information search costs, scheduling or production and technology constraints. The unit cost of producing goods would not vary with the amount produced. Firms would borrow and lend at the same interest rate. Capital, labor and product markets would reflect all available information and would be perfectly competitive. In such a world, it can be shown that there would be no advantage for firms to invest or finance. 

But the world in which real firms function is not perfect. It is characterized by the firm’s considerable uncertainty regarding the demand, market price, quality and availability of its own products and those of suppliers. There are transactions costs for purchasing or selling goods or securities. Information is costly to obtain and the firm is faced with limits on the production capacity and technology that it can employ. There are fixed as well as variable costs associated with producing goods for sale and there are spreads between the borrowing and lending rates for investments and financing of equal risk. Information is not equally distributed and may not be fully reflected in the prices in product and labor markets and these markets may not be perfectly competitive. 

These real world circumstances introduce problems not only for any organization but also for households. Bank is such an organization which helps to defeat these problems by acting as a financial intermediary. So it is very much important for a bank to effectively invest funds that was collected from the surplus units of the society.

That’s why I choose a study which focus on the investment of bank funds and analyze its impact on the economy.

1.3 Objectives of the Study

The main objectives of the study are:

· To analyze different methods and mechanism of investment of bank funds under CBL

· To know the deposit behavior of CBL and cross examine any structural changes regarding the deposit behavior

· To have an idea of the existing systems of loan and advances innovated practiced by the CBL

· To get acquainted with the loan structure, size, profile of sector wise outstanding position of loan classification of CBL

· To explain the procedures, systems of credit management and appraisal

· To find out the nature and size of “Classified Loans” in CBL

· To find out and analyze the causes and the effects of “Classified Loans” on the income of CBL

· To examine whether the attributes of good performance are observed in CBL

1.4 Scope of the Study

The report provides a brief idea about the overall banking activities, management, organizational structure etc of The City Bank Limited. The report mainly focuses on the collection of funds through various deposit schemes and the investment mechanism of these funds under loans and advances. 

The report highlighted the credit policy, types of credit extended and sector of credit allocation, problems regarding credit recovery and performance in this field and its impact on the overall economy of the country that means the report is mainly concern with the loan and advances division of CBL.

1.5 Methodology of the Study

In order to make this report more meaningful and presentable data are collected from two sources.

· Primary Sources

Primarily data are collected with the direct discussion and observation with the employees and customers of the bank. Face to face interview with the executives and officials help me a lot to gather data and to clarify and evaluate them.

· Secondary Sources

Secondary data are collected mainly from the annual reports, booklets, credit manual of CBL. Other then these some important information is also collected from published documents, office circulars, published papers and reports etc. 

1.6 Limitations of the Study

By blending all my knowledge I tried my best to keep the limitations as short as possible. But besides all the efforts the following limitations are seen:

· The comment on the performance of the CBL is made on the basis of the outcome of the survey of only one branch of CBL “Foreign Exchange Branch, Dilkusha” 

· There are lacking of adequate data and information on the relevant topic as these data are treated as very much confidential

· The overall evaluation of the performance of CBL is done on the basis of its performance in the year 2002, 2003 and 2004

· Few experience and knowledge of mine to prepare a report acts as a constrain
· To prepare such report it is needed more time, but the report is made only within the two months time period. 
To understand how any commercial bank obtains funds its balance sheet can be reviewed. Its reported liabilities and equity indicate its sources of funds. The main sources of funds for any commercial bank are-

· Capital of the bank

· Deposit scheme

· Retained earnings and reserves

· Call loan

3.1 Capital of the Bank

Bank capital generally represents funds attained through the issuance of stock or through retained earnings. With either form the bank has no obligation to pay out funds in the future. This distinguishes bank capital from al the other sources of funds which represent a future obligation by the bank to pay out funds. Bank capital as defined here represents the equity or net worth of the bank. Capital can be classified into primary or secondary types. Primary capital results from issuing common or preferred stock or retained earnings, while secondary capital results from issuing subordinated notes and bonds.

A bank’s capital must be sufficient to absorb operating losses in the event that expenses or losses exceed revenues, regardless of the reason for the losses. Although long term bonds are sometimes considered as secondary capital, they are a liability to the bank and therefore do not appropriately cushion against operating losses.

The issuance of new stock dilutes the ownership of the bank because the proportion of the bank owned by existing shareholders decreases. In addition, the bank’s reported earnings per share are reduced when additional shares of stock are issued, unless earnings increase by a greater proportion than the increase in outstanding shares. For these reasons banks generally attempt to avoid issuing new stock unless absolutely necessary. 

3.1.1 Capital Position of CBL

The Authorized capital and the Paid up capital of the bank is Tk. 400 million and is Tk. 240 million respectively in the year ended 2003. But during this year the bank fall shortfall in capital and reserve. So they issue right share which increase its authorized capital from 400 million to Tk. 1750 million. The market lot of share of CBL is five (5), the face value per share Tk. 100. The bank floated IPO on 20.1.1987 in Dhaka Stock Exchange and in Chittagong Stock Exchange Ltd. on 27.02.1995. 
So, the position of capital and no. of shares of the CBL is shown below where we can see that Authorized Capital was remains same in 2002 and 2003 but due to the issue of Right Share it increases in 2004.  
	Capital
	No. of Shares
	2004 (Taka)
	2003 (Taka)
	2002 (Taka)

	Authorized Capital

	40,00,000 Ordinary shares of Tk. 100 each
	 
	- 
	400,000,000
	400,000,000

	1,75,00,000 Ordinary shares of Tk. 100 each
	 
	1,750,000,000
	-
	-



	Issued, Subscribed & Paid up capital

	Sponsors/Promoters
	2,400,000
	240,000,000
	120,000,000
	120,000,000

	General Public
	2,400,000
	240,000,000
	120,000,000
	120,000,000

	Government of Bangladesh
	-
	-
	-
	-

	Total
	4,800,000
	480,000,000
	240,000,000
	240,000,000
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The above graph shows that the equity of the shareholder’s of the CBL increases day by day. From 2001 to 2002 this ratio increases at a good amount but in 2004 it becomes double in 2004.

A table of the Classification of Shareholders by Holding as on 31.12.2004 is shown in the Annexure-5 
A table of the Break up of Share Holding as at 31st December 2004 is shown in the Annexure-5

A graph of CBL Capital Adequacy Ratio for the last few years is shown in Annexure-5
Earnings per Share is shown in Annexure-5 
3.2 Deposit Schemes

3.2.1 Current Deposit Account   

The current account meets the needs of individual and commercial customers through our schedule benefit. 

Minimum Balance

For opening a current deposit account the minimum balance required is Taka 5, 00.00. 

Interest Rate

In current deposit account the interest rate is nil that means no interest is given.
3.2.2 Fixed Deposit Receipt   
Period of Scheme

This scheme can be opened for a term of 1 month, 3 months, 6 months or 12 months. 

Installment Size

Any handsome amount can be the installment in FDR. 

Interest Rate 

For period >=1 month and 3 months< the rate is 6.50 

For period >= 3 month and 6 months< the rate is 7.50 – 8.00

Eligibility: Up to Tk. 50.00 lacs 7.50 % p.a 
Remarks: If deposits are collected form Government above Tk.50.00 lacs to Tk. 3.00 crore 7.75 % p.a Semi-Government & Autonomous Bodies above Tk. 3.00 crore 8.00 % p.a Sector Corporation, Educational Institute, NGO and Social welfare organization 

For period: >= 6 month and 12 months< the rate is 7.75 – 8.25 

Eligibility: Up to Tk. 50.00 lacs 7.75 % p.a 

Remarks: additional 0.25% - 0.50% Interest beyond above Tk. 50.00 lacs to Tk. 3.00 crore 8.00 % p.a existing rate be considered on following above Tk. 3.00 crore 8.25 % p.a basis 

For period >= 1 years the rate is 8.00 – 8.50 

Eligibility: up to Tk. 50.00 lacs 8.00 % p.a 
Remarks: deposit up to Tk. 1.00 crore 0.25% p.a above Tk. 50.00 lacs to Tk. 3.00 crore 8.25 % p.a deposit above Tk. 1.00 crore 0.50% p.a above Tk. 3.00 crore 8.50 % p.a 

3.2.3 Marriage Saving Scheme   

Period of Scheme

The term of savings shall be for 12 years in case of marriage saving scheme. 

Installment Size

Monthly installment size is Tk. 250, Tk. 500, Tk. 1000, Tk. 1500, Tk. 2000 and Tk. 2500 

Maturity 

Depositor draws the following maturity amount at a time 

	Monthly Deposit
	Maturity Amount

	250.00
	65,000.00

	500.00
	1,30,000.00

	1000.00
	2,60,000.00

	1500.00
	6,50,000.00

	2000.00
	5,20,000.00

	2500.00
	6,50,000.00


Loan Facility

Loan may be allowed up to 80% of the deposited amount against lien on the same after at least 2 (Two) years of regular payment of installments 
3.2.4 Three Stage Savings Scheme   

The scheme is designed to help the fixed income group to save money and build up a sizable fund with which they can go for some income generating venture to improve the quality of their life and/or meet any future financial obligations.

One can open a Three Stage Savings Scheme with BDT 500 or it's multiple up to BDT 5000 and can receives high return on maturity. 

Who can Open/ Apply? 

Any citizen of Bangladesh can open this scheme. The scheme can be opened in the name of an individual only. TSSS is perfect for those 18 years of age or elder. 

How It Works? (Monthly Deposit Amount)

To open the scheme requires monthly installment of BDT 500 or its multiple up to BDT 5000 till maturity. This is a fixed term deposit savings scheme. 

Tenure

The scheme is for 2, 4 & 6 years (every 2nd year is known as a stage)
Rate of Interest

The rate of interest is 8% -13%.
Matured Value

Matured value will be as per the following example for installment size of BDT 500/-

	Years
	Simple interest rate on monthly product
	Payment after maturity

	1
	8%
	BDT 13,093/- for 1st stage

	2
	9%
	

	3
	10%
	BDT 28,955/- for 2nd stage

	4
	11%
	

	5
	12%
	BDT 48,548/- for 3rd stage

	6
	13%
	


Loan Benefit

If clients regularly deposit minimum of 2 (two) years installments then to meet their short term needs the clients are eligible for a loan up to 80% of the total deposited amount.

3.2.5 Monthly Benefit Scheme   

The Monthly Benefit Scheme is a Deposit Scheme where the depositor gets monthly benefit out of his deposit. The scheme is designed for the benefit of the persons who intend to meet the monthly budget of their families from the income out of their deposit.

Who can Open/ Apply?

Any citizen of Bangladesh can open this scheme. The scheme can be opened in the name of an individual only. MBS is perfect for those 18 years of age or elder. 

How It Works? (Monthly Deposit Amount)

To open the scheme requires deposit BDT 1,00,000/= or its multiples but maximum BDT 1,00,00,000/=. A non transferable receipt will be issued in favor of the depositor and the principal amount is refundable on maturity. 
Benefit (will be as per the following example)

	Term (Year)
	Deposit
	Monthly Benefit (BDT)
	Payable after Tax (BDT)

	2 (two) years
	BDT 1,00,000.00
	900.00
	810.00

	3(three) years
	BDT 1,00,000.00
	900.00
	810.00

	5 (five) years
	BDT 1,00,000.00
	945.00
	850.00


Tenure

The scheme is for 2/3/5 years.
Requirements

1. Depositor must have a separate Current/Savings Bank Account with the branch so that benefit of the Scheme is transferred every month

2. A passport size photograph is required to open the scheme

Loan Benefit
In order to meet urgent and short term requirements the depositors can avail loans of up to 90% of their deposit amount-

· In that case monthly benefit will be transferred to loan A/C. if the loan installment is higher than monthly benefit remaining amount will be given by the customer. Rate of interest will be charged on prevailing loan structure

· In case of failure of repayment of 3(three) consecutive installment against the loan then the scheme will be closed automatically and loan amount will be adjusted with the scheme   
3.2.6 Junior Savers Scheme   

Open a Junior Savings Scheme with BDT 5000/=, receive high return on monthly deposit and secure your children's future educational needs and it's a children financial education program. 
What is Junior Savers Scheme?

The Junior Savers Scheme is a perfect way to encourage saving for your children's future educational needs. This is a scheme that will grow with your child.

City Bank Junior Savers Scheme is a unique savings scheme designed to help you save for your children and it's a children financial education program. 

Who can Open/ Apply? 

Junior Savers is perfect for those 18 years of age or younger, who will be beneficiary/ nominee. Account must be opened in the name of parent/ natural/legal guardian.

How It Works? / (Monthly Deposit Amount)

To open the scheme requires an initial deposit of BDT 5000/=, which will be followed by monthly installment of BDT 1000 till maturity. The applicant will have the option of depositing any amount in multiples of the above. This is a fixed term deposit savings scheme. Customer can buy any number of JSS.

Tenure

The scheme is for ten years (120 equal monthly deposits).
Insurance
The scheme is 100% insurance coverage. In case of death of the account holder during the period of scheme, nominee/ beneficiary will get only the amount covered by insurance i.e.; maximum limit payable upon maturity or upon death of the account holder shall not exceed the limit covered by the scheme. (Death due to any cause, detail workings attached)

3.2.7 Lakhpati Savings Scheme   

Open a Lakhpati Savings Scheme with BDT 3000/=, receive high return on monthly deposit and become a Lakhpati just after Six years. 

What is Lakhpati Savings Scheme?

The Lakhpati Savings Scheme, person gets the opportunity to build up savings by contributing monthly installments and become a Lakhpati just after Six years. 

The Scheme is designed to help the fixed income group to save money and build up sizable funds with which they can go for some income generating venture to improve the quality of their life and/or meet any future financial obligations.

Who can Open/ Apply? 

Any citizen of Bangladesh can open this scheme. The scheme can be opened in the name of an individual only. LSS is perfect for those 18 years of age or older. 

How It Works? (Monthly Deposit Amount)

To open the scheme requires an initial deposit of BDT 3000/=, which will be followed by monthly installment of BDT 1075 till maturity. The applicant will have the option of depositing any amount in multiples of the above. This is a fixed term deposit savings scheme. Customer can buy any number of LSS.

Tenure

The scheme is for six years (you need to open a LSS for six years/ 72 equal monthly deposits).

Insurance

The scheme is 100% insurance coverage. In case of death of the account holder during the period of scheme, nominee/ beneficiary will get only the amount covered by insurance i.e.; maximum limit payable upon maturity or upon death of the account holder shall not exceed the limit covered by the scheme. (Death due to any cause, detail workings attached)

3.2.8 Consumer Credit Scheme

The City Bank Ltd. has introduced consumer credit scheme to extend credit facility to the people of fixed income bracket to improve their standard of living.
Areas of Credit
- Consumer Goods like Computer, Freeze, TV, CD, Deck set, Air-cooler, Cellular phone, Sewing machine, Furniture, Micro oven, IPS, UPS, Jewelry, Generator 

 - Motor Cycle 

 - Car 

Who can Avail?

- Service holder, Business man having TIN (tax identification number) 
- Owner of house/Apartment 

Limit of Credit
For Consumer goods: Maximum Tk 1.25lac 

For Motor Cycle: Maximum Tk 1.25 Lac 

For Motor car: Maximum Tk 15.00 Lac 

Term of the Credit

- For consumer goods: payable by 24 or 36 monthly installments 

- For Motor Cycle or Car purchase: Payable by 36/48/60 monthly installments 

Interest Rate 

- Rate of interest: 13.50%
- Service charge: 1.00% 

- Agent Commission: 2.50% 

Equity

 The needed equity is 20%.

3.2.9 Education Credit Scheme

Eligibility of Applicant

a. For Undergraduate Students 
  
i. Minimum age of 18 years 

  
ii Minimum 70% marks or Grade "A" to be obtained in S.S.C. and 
    
   H.S.C. 

b. For graduate Students 

  Minimum 70% marks or Grade "A" to be obtained in S.S.C. and H.S.C. and minimum 60% marks to be obtained in Degree or Honors course. 
c. To be eligible for the admission in any reputed University. 
d. Preference will be given to students under technology-based subject. 

Period of Loan
Period of is 48 months. 

Loan Limit
Loan limit is monthly tk.1000.00 or Tk 1500.00
Rate of Interest

The interest rate is 12.00%P.A.

Repayment Period

Repayment period is 36 months  

Repayment Procedure 

Loan amount will be repaid by 36 monthly installments started from the date of one (1) year hence of the last disbursement date (end of the 4 years disbursement schedule) or after one (1) month of getting service whichever taken place first. 

Installment Size

For each tk 1000.00 loan, monthly installment size as follows:
For general applicant 

a. Tk 91.00 if the loan period is 12 months

b. Tk.50.00 if the loan period is 24 months
For Staff of the city bank
a. Tk 89.00 if the loan period is 12 months

b. Tk.47.00 if the loan period is 24 months 

3.2.10 Deposit Collection of CBL
The CBL total deposit collected under the major deposit scheme in the 2003 and 2004 are shown below, from which we can see that it increases in 2004 than 2003 by Tk. 2,190.69 million. The amount of deposits is highest in both the years from Term Deposit and lowest from Others Deposits except Current, Savings, Short Term and Term.    
	Types of Deposits
	2004 

(Amount in million Taka)
	2003

(Amount in million Taka)

	Current 

Savings

Short Term

Term

Others
	2711

5371

2248

10283

1624
	2303.03

4598.54

2471.16

9267.54

1406.04

	Total
	22237
	20046.31


The total deposits collected by the CBL during the 1999 to 2004 are shown in the following graph where we can see that it was highest in 2004, in 2003 it was slightly lower than 2004 and in 2002 it was few lower than 2003. But compare to other years it was much lower in 2000 and 1999. 
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	Deposits

	

	
	
	
	

	
	2002 (Taka)
	2003 (Taka)
	2004 (Taka)

	
	
	
	

	
	
	
	

	Savings Deposit
	4,044,961,788
	4,581,583,717
	5,319,534,994

	Fixed Deposit
	5,175,616,294
	5,247,987,447
	5,826,404,498

	Short Term Deposit
	1,660,504,431
	2,147,772,307
	2,193,046,261

	Scheme Deposits
	
	
	

	
	
	
	

	Sanchaya Scheme
	763,048,079
	844,492,286
	889,125,217

	Bonus Deposit Scheme
	152,103,750
	142,899,550
	161,807,500

	Deposit Pension Scheme
	253,004,784
	147,365,938
	63,430,767

	3 Stage  Scheme Deposit
	243,322,694
	616,335,245
	962,077,249

	Monthly Benefit Scheme
	1,144,620,000
	1,961,270,000
	1,867,520,000

	Education Benefit Scheme
	-
	1,427,457
	6,395,719

	Marriage Savings Scheme
	-
	602,536
	4,077,546

	
	
	
	

	Lease Deposit on Lease 
	6,641,240
	6,641,240
	6,735,330

	Finance
	 
	 
	 

	
	
	
	

	Total
	13,443,823,060
	15,698,377,723
	17,300,155,081


From the above table the data of three (3) years deposits from all types of schemes have been given which indicate that the total deposit collection in 2004 was highest which is Tk. 1,601,777,360 million higher than 2003 and Tk. 3,856,332,020 Million higher than 2002.

3.3 Retained Earnings & Reserves

3.3.1 Retained Earnings
Retained earnings act as equity for the organization. Every year a part of the profit is kept so that it can be used at equity for the next year.

3.3.2 Reserves

A reserve is an amount of money that is set aside until it is needed for some particular purpose. Reserves are the items of owner’s equity which arise from retention of profits, capital receipts, and upward revaluation of assets. Some reserves are created for some specific purpose and are utilized for these purposes only. The reserves are created for safeguarding the business against unforeseen losses in the future or with a view to planning for further development of the business.  
3.3.3 Retained Earnings & Reserves Position of CBL

The Retained Earnings of CBL were 130,013,799 in the year 2002 which is 26.5% greater than 2003 and 65.76% greater than 2004. The reserve of CBL is consists of Statutory Reserves and some other reserves like General, Assets Revaluation Reserve etc, the position of which is shown below:

	
	2004 (Taka)
	2003 (Taka)
	2002 (Taka)

	Retained Earnings 
	78,432,888
	102,781,206
	130,013,799

	Statutory Reserve
	378,420,483
	213,809,643
	173,117,791

	Other Reserve
	240,619,365
	240,619,365
	240,619,365

	Total
	697,472,736
	557,210,214
	543,750,955


The detail calculation of Retained Earnings, Statutory Reserve and Other Reserves are shown in Annexure-6    

4.1 Call Loan

Call loan is another source of funds for banks. This is a short term loan which a bank takes form another commercial bank to fulfill the temporary shortage of funds. This is a short term loan, commonly from one day to a few days. The interest rate on this type of loan is determined by the market, adjusting to demand and supply conditions on a daily basis. This is a source of funds for banks that experience unanticipated shortage of reserves. If a bank needs more permanent sources of funds it will develop a strategy to increase its level of deposits.  

4.1.2 CBL Position in Call Loan

From the following table we can get the data of the total call loans of the CBL in three consecutive years from 2002 to 2004 with the break down of the call loans from the banking and non-banking sector. Here, it is to be mentioned that the non-banking sector here refers to the financing and leasing companies.    

Money at Call & Short Notice

	
	2004 (Taka)
	2003 (Taka)
	2002 (Taka)

	Banking Sector
	2,500,000,000
	2,025,000,000
	4,870,000,000

	Non-Banking Sector
	225,225,000
	170,000,000
	199,000,000

	Total
	2,725,225,000
	2,195,000,000
	5,069,000,000


The call loans are usually taken for few days and few weeks but it can be taken for long term from the both sectors and the break down of this maturity is shown below:

Maturity Grouping of Call & placement

	
	2004 (Taka)
	2003 (Taka)
	2002 (Taka)

	On demand
	1,227,500,000
	1,740,000,000
	814,000,000

	Less than three months
	1,340,000,000
	300,000,000
	4,150,000,000

	More than three months but less than one year
	151,500,000
	155,000,000
	105,000,000

	More than one year but less than five year
	6,225,000
	 
	 

	More than five year
	 
	 
	 

	Total
	2,725,225,000
	2,195,000,000
	5,069,000,000


The list of Banking & Non-Banking institutions that provide call loan to CBL for 2002 to 2004 with the amount of their loan amount is shown in the annexure-7  

Any financial institutions reported assets in the balance sheet indicate its uses of funds. Commercial banks usually invested its funds mainly in three areas and The City Bank Limited is not having any exception. These areas are:

· Investment in fixed assets

· Investment in loans and advances

· Mandatory reserve ( as per Bangladesh Bank requirement)

4.1 Investment in Fixed Assets
Assets are resources owned by a firm that are likely to produce future economic benefits and that are measurable with a reasonable degree of certainty. Assets can take a variety of forms but fixed assets are those assets which will be used for business and other purposes for more than one year period or will not be converted into cash within one year period. Banks have to maintain some amount of fixed assets such as office buildings, land, furniture and fixtures, vehicles, office appliances and equipment etc so that they can conduct their business operations smoothly. 

 4.1.1 CBL Position in Fixed Assets
The CBL position in the investment of fixed assets in some consecutive year is shown below:

	Fixed 
	2004
	2003
	2002

	Assets
	(Taka)
	(Taka)
	(Taka)

	
	 
	 
	 

	Vehicles
	8,454,239
	15,797,335
	24,050,438

	Furniture & Fixture
	109,059,862
	106,559,650
	67,739,605

	Office Equipments
	87,561,006
	93,164,171
	51,919,980

	Land
	452,190,574
	452,190,574
	447,700,974

	Building 
	25,102,225
	18,982,838
	18,349,725

	
	 
	 
	 

	Total 
	682,367,906
	686,694,568
	609,760,722


The rate of depreciation charged on different fixed assets are shown in Annexure-8
Statement of fixed assets as at 31st December, 2003 & 2004 is shown in Annexure-12

4.2 Investment in Loans and Advances
CBL invests a major part of its bank funds in three areas-

· Loans

· Advances

· Contingent Liabilities

4.2.1 Types of Credit

1. Term Loan
1.1.
Short Term Industrial Loan, Mid Term Industrial Loan and Long 


Term 
Industrial Loan.

1.2.
Transport Loan

1.3.
House Building Loan (Commercial)

1.4.
Loan against Fixed Deposit Receipt/Eligible Financial Instrument
2. Continuous Credit (Advances)

2.1. Overdrafts

2.1.1. SOD against easily en-cashable securities (financial obligations) such as FDR, Bond, and Shares etc. as per rules & regulation in force.
2.1.2.
SOD against Work Orders (as working capital Finance)

2.2.
Cash Credit

2.21. Cash Credit (Hypothecation)

2.22. Cash Credit (Pledge)
3. Demand Loan

 3.1.
LIM (Loan against imported merchandise)

 3.2.
LTR (Loan against Trust receipt)

 3.3.
EDF (Export Development Fund)

 3.4.
Packing Cash Credit (PCC) I Export Cash Credit (ECC)
 3.5.
Cash Incentive & Advance against Incentive
4. Other Loans 
           4.1 Loan General


4.2 Education Credit Scheme

           4.3 Multipurpose Loan

           4.4 Consumers Credit Scheme

4.2.1.1 Short /Mid/Long Term Industrial Credit
By “Industrial Credit” we mean financing of industrial enterprise in the form of term loan. This may be categorized as follows:

Short term industrial finance: Term of the loan is equal or less than one year. 

Mid term industrial finance  : Term of the loan is up to 5 years.

Long term industrial finance: Term of the loan is more than 5 years.

Initial selection of the borrower on the basis of following issues:
a) CBL’s KYC (Know Your Customer): Branch will know their customers. They will corroborate customer information with personal interview, factory/office visits, and financial data analysis on the basis of application submitted for credit in bank’s prescribed format.

b) Length of relationship of the client with the Bank.

c) Experience of the client in proposed business and existing business. In case of new entrepreneur/entrants, management capacity and capital base along with past track record of the client be looked into.

d) Client’s investment in the proposed business i.e. debt: equity ratio

e) Credit report on the borrower (i.e. to obtain CIB report on the client or confidential opinion from the local financial institutions).

f) Nature of security offered and its value, if any.

g) Cash flow analysis to establish repayment capability.

h) Bank’s credit policy guidelines.

Interest rate

The interest rates in case of industrial loan are:

Short term industrial finance: 16%  

Mid term industrial finance  : 12.5% to 15% (depends upon the loan amount)

Long term industrial finance: 10%

Documentation 

In case of loan application
a) Business plan (project profile) for which the loan has been sought for.
b) Permission from appropriate Govt. bodies for setting up a new project or BMRE of the existing project.

c) Factory lay out plan of the project with detail information.

d) Machinery lay out plan as well as quotation/pro-forma invoice of related machinery.

e) Legal opinions regarding title of land where project will be established.


If loan approved

a) (i) Copy of sanction advice duly accepted by the borrower, (ii) DP note, (iii) Letter of arrangement, (iv) Letter of disbursement, (v) Letter of installment (vi) Letter of hypothecation to create floating charge on the machinery and equipments (both existing & future) installed/ to be installed in the project duly insured covering appropriate risks, vii) TIN Certificate etc.

b) Registered mortgage of the land and building constructed/ to be constructed by the owner of the land.

c) Registered irrevocable power of attorney to sell the mortgage property in case of default.

d) Personal guarantee of the owner(s) of the property if the property owned by third party other than the project.

e) Documents to be obtained as per constitution of the firm/nature of advance (see annexure—1)

f) All other documents as stipulated in the sanction advice to be obtained.

4.2.1.2 Transport Loan
Any finance, which is given against the hypothecation of vehicles like trucks, buses, marine vessel etc, is termed as transport loan. Advance under Transport Sector may be allowed for the following purposes:

a) Purchase of imported/locally assembled Buses, Minibuses, Trucks, and Scooters

b) Import of reconditioned buses is subject to Import regulations.

c) Construction or Purchase of Water vessels- passenger & cargo vessels locally built.

d) Repair of watercrafts including purchase of engine.
Initial Selection to the Borrower On The Basis Of Following Issues
a) CBL’s KYC (Know Your Customer): Branch will know their customers. They wilt corroborate customer information through personal contract, office visits, and financial data checking on the basis of application submitted for credit in Bank’s prescribed format along with business profile.

b) Length of relationship of the client with the Bank.

c) Experience in the relevant sector.

d) Route permit and membership certificate of the client with relevant association.

e) Client’s financial involvement in the project i.e. debt equity ratio

f) Credit report on the borrower (i.e. to obtain CIB report on the client or confidential opinion from the local financial institutions)
g) Nature of security offered and its value
h) Repayment capacity.

Interest rate

The interest rate of transport loan is 16.5%.

Documentation


In case of loan application
a) 3 sets of quotation/pro-forma invoice of the vehicles to be purchased/ imported
b) Quotation of the vehicles body building from a recognized body building firm if not imported in complete form.

If loan approved

a) (i) Copy of sanction advice duly accepted by the borrower, (ii) DP note, (iii) Letter of arrangement, (iv) Letter of disbursement, (v) Letter of installment (vi) Letter of hypothecation, hypothecating the vehicle(s), (vii) Trade license, (viii) TIN Certificate.
b) Copy of registration certificate of the vehicles/water vessels with appropriate Government Authorities (such as BRTA/ BIWTC/BIWTA etc.) in the joint name of the borrower & CBL.
c) Comprehensive insurance policy with Bank mortgage clause.
d) Registered mortgage of land & building if provided as collateral security by the owner of the property with registered irrevocable power of attorney to sell the same in case of default.
e) Personal guarantee of the owner of the property and his/her spouse
f) Letter of undertaking to hypothecate the vehicle immediately on registration.
g) Letter of undertaking to deposit the stipulated monthly installments in the loan account regularly.
h) Letter of undertaking not to change the route permit without clearance from the Bank.
i) In case of water vessel, fitness certificate from the appropriate authority.
j) Post dated/un-dated cheques to be obtained from the client for each installment.
k) Documents to be obtained as per constitution of the firm/nature of advance (see annexure —1)
I) All other documents to be stipulated in the sanction advice are to be obtained

4.2.1.3 House Building Loan (Commercial)
House Building Loan (Commercial) means Loans that are given for construction of buildings or structures to be used not for residential accommodation of the borrower but for commercial utilization like renting or sale after the construction.

This is given for land development, civil construction and renovation of building. Sometimes it is allowed for procuring Escalators, Air condition, Generator, Electrical equipment, Furniture & Fixture etc.

Initial selection on the basis of following issues

a) CBL’s KYC (Know Your Customer): Branch will know their customers. They will corroborate customer information with face-to-face contact, site visits, and financial data checking on the basis of application submitted for credit in Bank’s prescribed format.

b) Length of relationship of the client with the Bank.

c) Sources of present income (detail position)/repayment capacity.

d) Client’s investment in construction .e. debt equity ratio

e) Credit report on the borrower (i.e. to obtain CIB report on the client or confidential opinion from the local financial institutions).

f) Nature of security offered and its value if any.

Interest rate

The rate of interest rate is 12%.

Documentation


In case of loan application
a) Business plan (project profile) on the project.

b) Approved plan of the competent authority with letter of approval (verify from source).

c) Estimation of construction cost prepared by a B. Sc engineer, reputed engineering firm/ enlisted surveyor of the Bank.

d) Survey report of the land by enlisted surveyor of the Bank.

e) Legal opinion regarding title of land where construction will be made.


If loan approved

a) (i) Copy of sanction advice duly accepted by the borrower, (ii) DP note, (iii) Letter of arrangement, (iv) Letter of disbursement, (v) Letter of installment (vi) Letter of hypothecation to create floating charge on the installations of the building i.e. lift, generator, sub-station to be installed in the building duly insured, vii) TIN Certificate etc.

b) Registered mortgage of the land and building constructed/ to be constructed by the owner of the land (where tripartite agreement is required the deed to be customized).

c) Registered irrevocable power of attorney to sell the mortgage property in case of default.

d) Personal guarantee of the owner of the property.

e) Post dated/un-dated cheques for all repayment installments.

f) Documents to be obtained as per constitution of the firm/nature of advance (see annexure---1)

g) All other documents as stipulated in the sanction advice to be obtained.

h) To ensure recovery and disclosure, branch should ask the borrower(s) to execute an agreement to the effect that:
i) Client will include CBL’s name in the prospectus as financier/mortgagee.

ii) They will deposit all collection in the account with Bank.

iii) The client must make payment in the loan account from their other 
sources of income if there remains any short fall for total adjustment of the 

loan outstanding within the stipulated validity period.

iv) A signboard in front of the project to be established stating that the 
construction project is financed by The City Bank Limited.

4.2.1.4 Loan against Fixed Deposit Receipt/Other Eligible Financial Instrument (Fl)

The kind of loan is allowed by marking lien or creating charge against fixed deposit receipt(s) or other financial instruments.

The purpose of the credit is to meet the client’s urgent need where depositor/holder would not like for the time being to liquidate his or her deposit receipt or financial instruments.

Initial selection on the basis of following issues

CBL’s KYC (Know Your Customer): Branch will know their customers. They will corroborate customer information with face-to-face contact, site visits, and financial data checking on the basis of application submitted for credit in Bank’s prescribed format or in a letterhead or white paper.

Interest rate

The interest rates charged in this loan is 14%.

Documentation


In case of loan application

a) Genuineness of the FDR/Financial Instrument (Fl) to be checked & verified.

b) The instrument is not in the name of a minor.

c) Credit Report on the client to be obtained (where applicable).

d) CBL’s FDR should be preferred to other Bank’s FDR.


If loan approved

a) (i) Copy of sanction advice duly accepted by the borrower, (ii) OP note, (iii) Letter of arrangement, (iv) Letter of disbursement, (v) Letter of installment (vi) Pledge of FDR with letter of lien duly discharged.

b) If the receipt stands in joint names, it shall be discharged by all the persons named in the receipt on revenue stamp of adequate value. Their signatures are to be verified.

c) Letter of authority for encashment and auto renewal

d) Personal guarantee of the FDR holder.

e) Documents to be obtained as per constitution of the firm/nature of advance (see annexure-1)

f) All other documents as stipulated in the sanction advice to be obtained.

4.2.1.5 SOD against Fixed Deposit Receipt/Financial Instrument (Fl)

Like fixed loan allowed against FDR or Financial Instruments there can be overdraft (OD) allowed by marking lien on FDR or creation of charges on financial instruments. An OD credit line is more flexible compare to a fixed loan limit.

The purpose of the credit is to meet the client’s urgent need where depositor/holder would not like for the time being to liquidate his or her deposit receipt or financial instruments.
Initial selection of the borrower on the basis of following issues
Client shall submit application for credit in Bank’s prescribed format or in a letterhead or white paper.
Interest rate

The interest rate varies from 12.5% to 15% depending on the limit allowed.

Documentation

In case of loan application 

a)
Genuineness of the FDR to be checked & verified.

b)
The Deposits (FDR) is not in the name of a minor.

c)
Credit Report on the client to be obtained (where applicable).

d)
CBL’s FDR should be preferred to other Bank’s FOR.

If loan approved

a)
(i) Copy of sanction advice duly accepted by the borrower, (ii) OP note, 
(iii) Letter of continuity, (iv) Pledge of FDR with letter of lien duly 
discharged.

b)
If the instrument stands in joint names, it shall be discharged by all the 
holders on revenue stamp of adequate value. Their signatures are to be 
verified.

c)
Letter of authority for encashment and auto renewal.

d)
Personal guarantee of the FDR holder(s).

e)
Post dated/un-dated cheques for all repayment installments.

f)
Documents to be obtained as per constitution of the firm/nature of advance 
(see   annexure—1)

g)
All other documents as stipulated in the sanction advice to be obtained.

4.2.1.6 Advances against Work Order

The kind of advance is allowed against the work order of a contractor involving construction, supply of goods or services.

Initial selection of the borrower on the basis of following issues:

a) CBL’s KYC (Know Your Customer): Branch will know their customers. They will corroborate customer information through interviews, site visits, and financial data checking on the basis of application submitted for credit in Bank’s prescribed format.

b) Length of relationship of the client with the Bank.

c) Sources of present income (detail position).

d) Client’s financial strength (equity) to participate in the work/supply.

e) Credit report on the borrower (i.e. to obtain CIB report on the client or confidential opinion from the local financial institutions).

f) Nature of security offered and its value if any.

Interest rate

The interest rate varies depending on the value of the work order and the limit of the advance.

Documentation


In case of loan application

a) Work/Supply order for project/supply of goods etc.

b) Confirmation letter from the work awarding authority that all cheques against the work/supply order shall be paid to the bank direct.


If loan approved

a) Copy of sanction Advice duly accepted by the borrower (ii) Trade license (iii) TIN (iv) DR Note (v) Letter of arrangement.

b) Work/supply order in original

c) Confirmation letter from the work/supply order awarding authority for making payment direct to the Bank

d) Irrevocable power of attorney in favor of the bank to collect cheques/bills from concerned department

e) Letter of Hypothecation of the Bill

f) Work/supply of bill duly received and supported by Inspection Note.

g) Documents to be obtained as per constitution of the firm/nature of advance (see annexure—1)

h) All other documents as stipulated in the sanction advice to be obtained.

4.2.1.7 Cash Credit (Hypothecation)

Hypothecation is a charge against movable or immovable property. For this kind of advance both the ownership and the possession remain with borrower. CC (Hypo) is allowed to industrial units for financing of raw materials or finished products. CC (Hypo) is also allowed to trading concerns for financing of stock in trade or current assets.

Initial selection of the borrower on the basis of following issues:

a) CBL’s KYC (Know Your Customer): Branch will know their customers. They will corroborate customer information with face-to-face contact, factory/office visits, and financial data checking on the basis of application submitted for credit in Bank’s prescribed format along with business profile.

b) Organizational structure and ownership position 

c) Length of relationship of the client with the Bank.

d) Clients financial involvement in the dealing i.e. debt equity ratio

e) Credit report on the borrower (i.e. to obtain CIB report on the client or confidential opinion from the local financial institutions, Market reports and Track record).

f) Nature of security (ies) offered and its value along with the suitably, marketability and ownership/ title to be checked.

Interest rate

The rate of interest varies from 13% to 16% depending upon the limit.

Documentation


In case of loan application 

a) Business plan/project profile as applicable for which the loan has been sought for. Purpose of availing credit facility shall be clearly stipulated by the client.

b) Permission from different Govt. bodies for setting up a new project or doing the existing business.

c) Legal opinions regarding title of land where project will be establish.


If loan approved

a) (i) Copy of sanction advice duly accepted by the borrower (ii) DP note, (iii)Letter of arrangement, (iv) Letter pf continuity (v) Letter of hypothecation (vi) Letter of hypothecation, hypothecating the machinery and equipments (both existing & future) installed / to be installed in the project duly insured, vii) TIN Certificate etc.

b) Letter of hypothecation supported by stock report duly signed & verified.

c) Insurance policy/cover note supported by premium paid/money receipt.

d) Letter of Disclaimer in case of rented godown/Promises from the owner

e) Special power of Attorney authorizing bank to take possession of the goods for sale in case of need.

f) Registered mortgage of the land and building constructed/ to be constructed by (where applicable) the owner of the land.

g) Registered irrevocable power of attorney to sell the mortgage property in case of default.

h) Personal guarantee of the owner(s) of the property if the property owned by other than the project.

i) Documents to be obtained as per constitution of the firm/nature of advance (see annexure-1)

j) All other documents as stipulated in the sanction advice to be obtained.

4.2.1.8 Cash Credit (Pledge)

CC (Pledge) is also allowed to industry or trader for procuring raw materials, finished goods and also for financing of stock in trade. In this case unlike CC (H) the possession of goods /merchandise remains with the bank.

Initial selection of the borrower on the basis of following issues:

a) CBL’s KYC (Know Your Customer): Branch will know their customers. They will corroborate customer information through interviews, factory/office visits, and financial data checking on the basis of application submitted for credit in Bank’s prescribed format along with business profile.

b) Organizational structure and ownership pattern.

c) Length of relationship of the client with the Bank.

d) Client’s financial involvement in the dealing i.e. debt equity ratio
e) Credit report on the borrower (i.e. to obtain CIB report on the client or confidential opinion from the local financial institutions, Market reports and Track record).

f) Nature of security if any, offered and its value along with the suitability, marketability and ownership/ title to be checked.

g) Bank should not finance against perishable goods.

Interest rate

The rate of interest varies from 13% to 16% depending upon the limit.
Documentation

In case of loan application

a) Business plan/project profile as applicable for which the advance has been sought.

b) Permission from appropriate authority for doing the business.

c) Capacity of godown and its construction structure.


If loan approved

a) (i) Copy of sanction advice duly accepted by the borrower, (ii) OP note, (in) Letter of arrangement, (iv) Letter of continuity v) TIN Certificate etc. 

b) Letter of pledge supported by godown inspection report duly signed & verified.

c) Insurance policy/cover note covering required asks supported by premium paid/money receipt.

d) Letter of Disclaimer in case of rented godown/premises from the owner of the godown.

e) Special power of Attorney authorizing bank to take possession of the goods for sale in case of need.

f) Registered mortgage of the land and building constructed/ to be constructed by the owner of the land, if any.

g) Registered irrevocable power of attorney to sell the mortgage property in case of default.

h) Personal guarantee of the owner(s) of the property if the property owned by other than the project.

i) Documents to be obtained as per constitution of the firm (see annexure—1)

j) All other documents as stipulated in the sanction advice to be obtained.

4.2.1.8 LIM (Loan against imported merchandise)
LIM is post shipment import finance. Under this facility bank temporarily finances. Clearing of the imported goods/merchandise and takes effective control on them. Import duty and other expenses are paid by the importer /client. In exceptional cases bank would pay these on realization of additional margin. Merchandise/goods are always ‘‘car through banks nominated clearing agent.

Initial selection of the borrower on the basis of following issues:

a) CBL’s KYC (Know Your Customer): Branch will know their customers. They will corroborate customer information through interviews, factory/office visits, and financial data checking.

b) Organizational structure and ownership pattern.

c) Length of relationship of the client with the Bank.

d) Client’s financial involvement in the dealing i.e. debt equity ratio

e) Credit report on the borrower (i.e. to obtain CIB report on the client or confidential opinion from the local financial institutions, Market reports and Track record).

f) Marketability of the merchandise.

g) Justification of the facility.

Interest rate

The rate of interest varies from 13.5% to 17.5% depending upon the limit.

Documentation


In case of loan application

a) Documents related opening of the concerned LC

b) Import shipping documents.

c) Capacity and construction and its construction/quality of godown in case, merchandise is stored at client’s godown.
If loan Approved

a) Copy of sanction advice duly accepted by the borrower, (ii) DP note, (iii) Letter of arrangement, (iv) Letter of continuity v) TIN Certificate etc.

b) Letter of pledge supported by godown inspection report duly signed & verified

c) Insurance policy/cover note supported by premium paid/money receipt Letter of Disclaimer in case of rented godown/premises from the owner of the godown.

e) Special power of Attorney authorizing bank to take possession of the goods for sale in case of need.

f) Registered mortgage of the land and building constructed/ to be constructed by the owner of the land where applicable.

g) Registered irrevocable power of attorney to sell the mortgage property in case of default where applicable.

h) Personal guarantee of the owner(s) of the property if the property owned by other than the project.

i) Documents to be obtained as per constitution of the firm (see annexure -1) 

j) All other documents as stipulated in the sanction advice to be obtained.

4.2.1.9 LTR (Loan against Trust receipt)

LTR is also post shipment import finance like UM. The essential difference is that in LTR shipping documents are delivered to the client on trust. The act of trust is based on past experience with and credit worthiness of client. LTR facilities usually have validity of 60 to 90 days. In industrial units, period of limit may be higher. In case of this facility duty and charges are always paid by the client.

Initial Selection

First class parties (importers) of outstanding creditability with unquestionable integrity and as a matter of absolute necessity.

The manager must be absolutely sure that the clients will deposits the sale proceeds towards payment of the bank dues within the stipulated period.

Interest rate

The rate of interest varies from 12.5% to 15.5% depending upon the limit.

Documentation


In case of loan application

a) Documents pertaining to opening of related LC

b) Shipping documents.

c) Capacity of godown of the client.


If loan Approved

a) Copy of sanction advice duly accepted by the borrower, (ii) DP note, (iii) Letter of arrangement, (iv) Letter of continuity v) TIN Certificate etc. vi) Trust Receipt duly signed

b) Special power of Attorney authorizing bank to take possession of the goods for sale in case of need.

c) Registered mortgage of the land and building constructed/ to be constructed by the owner of the land where applicable.

d) Registered irrevocable power of attorney to sell the mortgage property in case of default where applicable.

e) Personal guarantee of the owner(s) of the property if the property owned by other than the project.

f) Documents to be obtained as per constitution of the firm (see annexure--1)

g) All other documents as stipulated in the sanction advice to be obtained.

4.2.1.10 EDF (Export Development Fund)

Export Development Fund (EDF) is a source of foreign currency loan from Bangladesh Bank initiated originally under co-sponsorship of International Development Association and the Government of the Bangladesh. This fund enables an Authorized Dealer (AD) to issue sight import letter of credit against lien of export letter of credit giving away the need to open usance letter of credit. The Authorized Dealer uses its own fund to pay import bills and claims re-financing under EDF Scheme from Bangladesh Bank. Bangladesh Bank lends to AD at prevailing London Inter Bank Offered Rate (LIBOR) plus 1% as instructed by Bangladesh Bank from time to time. The AD is entitled to spread of 3.5% on financing to new non-traditional exporter and 2.50% on all other financing.
4.2.1.11 Packing Cash Credit (PCC)/ Export Cash Credit (ECC)

Packing Cash Credit

Pre-shipment finance allowed under the name of “Packing Cash Credit”, is essentially a short term advance granted by the bank to an exporter to enable him to procure, process, manufacture, pack and ship the goods to the buyers abroad in conformity with the terms of Export Letter of Credit.

Allowable limit
Packing Cash Credit may be allowed to the garments/export oriented industries to meet their funded requirements for the performance of the export. Generally it does not exceed 90% of the FOB value of the Master LC. In case of RMG industry if BB LC for fabric and accessories had been established PCC should not exceed 10% of the FOB value:

a) If the Master LC is on CRF basis, branches shall ascertain the freight component from the agents of the shipping company through a certificate to be issued by them and subtract the freight amount from the said Master LC in order to arrive at the net FOB value of the consignment.

b) All Packing Credit disbursed as above must be adjusted against respective export bills on case to case basis.

Interest rate

The interest rate is 7%.

4.2.1.12 Cash Incentive & Advance against Cash Incentive

Cash Incentive

Incentive is a form of cash subsidy provided to the export oriented industries under certain rules and regulations. The incentive is provided to the domestic textile, garment, jute, lather, fish, frozen foods and other non-traditional items.
Incentive is given as a percentage of the FOB value of Exported goods. The goods are to be manufactured in Bangladesh and have to strictly follow the Rules of origin (ROO) in respect of inputs to the manufactured, processed or reprocessed goods.

Sometimes it takes a long time for exporters to receive cash incentive from the concern disbursing authority. Banks, at this stage usually finance the exporters against incentives receivable at a concessional rate of interest. In such cases, the entire relative shipping documents arc negotiated through the financing bank and all the claims for incentives are routed through the bank for registering the claims with relevant departments or agencies. To ensure that the claims are payable to the bank, a declaration by the exporter authorizing payment to the bank is required to be registered with the concerned department or agency.

Here an example of incentive processing for Ready Made Garments is furnished.
Part A: Master LC

1.
Master LC

2.
Relevant amendments 

Part B: Procurement of Raw Materials.

1. Proforma Invoice of BB LC.

2 Back to Back LC

3. Commercial Invoice.

4 Packing List

5. Delivery Challan

6. Bangladesh Textile Manufacturing Association (BTMA) Certificate (Both Cash and GSP).

7 Gate Pass

8 Utilization Declarations

Part C: Export Bills

  1.  EXP

2.
Bill of Exit (Custom Format)

3.
Commercial Invoice

4.
Packing List

5.
Bill of Lading

6   Freight Certificate (If CRF basis)

7.
Export License

8.
GSP

9.  Certificate of Origin 

Part D: Realization

Interest rate

The interest rate is 16%.

4.2.1.13 Loan General

For loan general the party at first will have place an application for approval of a limit. 

Eligibility of the Clients

Clients who are maintaining deposit like FDR, MBS (Monthly Benefit Scheme etc) in our bank or with any other bank may apply 

Margin
20% of the security
Interest Rate

The interest rate in loan general is 13%.

4.2.1.14 Education Credit Scheme

Eligibility of applicant

 a. For Undergraduate Students
  i. Minimum age of 18 years 

  ii Minimum 70% marks or Grade "A" to be obtained in S.S.C. and H.S.C. 

 b. For graduate Students
Minimum 70% marks or Grade "A" to be obtained in S.S.C. and H.S.C. and minimum 60% marks to be obtained in Degree or Honors course.  

 c. To be eligible for the admission in any reputed University. 

 d. Preference will be given to students under technology-based subject. 

Period of Loan
The period of this loan is 48 months. 

Loan Limit
The loan limit is monthly Tk.1000.00 or Tk. 1500.00

Rate of Interest
The rate of interest is 12.00%P.A
Repayment Period
The repayment period is 36 months.  

Repayment Procedure
Loan amount will be repaid by 36 monthly installments started from the date of one (1) year hence of the last disbursement date (end of the 4 years disbursement schedule) or after one (1) month of getting service whichever taken place first. 

Installment Size
For each Tk 1000.00 loan, monthly installment size as follows:

For general applicant  

a. Tk 91.00 if the loan period is 12 months

b. Tk.50.00 if the loan period is 24 months
For Staff of the city bank 

a. Tk 89.00 if the loan period is 12 months

b. Tk.47.00 if the loan period is 24 months 
4.2.1.15 Multipurpose Loan

Eligibility of Applicant
Any service holder (Govt., semi-government & autonomous bodies, Bank, Insurance Company & so on) 

Age Limit
The age limit is 25 to 55 years.

Period of Loan
The period of loan is 12 months to 24 months. 

Maximum Loan Limit
The maximum loan limit is 3 times of basic pay or taka 50000.00 which is lower.

Installment Size
For each Tk 1000.00 loan, monthly installment size as follows:

For general applicant 

a. Tk 91.00 if the loan period is 12 months

b. Tk.50.00 if the loan period is 24 months

For Staff of the City Bank

a. Tk 89.00 if the loan period is 12 months

b. Tk.47.00 if the loan period is 24 months 

Documentation
1. Employers Certificate

2. Salary certificate

3. 2 recent passport size photograph 

Excise duty & other taxes according to the govt. rules, proper tax & duties will be deducted in advance. 

4.2.1.16 Consumer Credit Scheme

The City Bank Ltd. has introduced Consumer Credit Scheme to extend credit facility to the people of fixed income bracket to improve their standard of living.

Areas of Credit
- Consumer Goods like Computer, Freeze, TV, CD, Deck set, AirCular, Cellular phone, Sewing machine, Furniture, Micro oven, IPS, UPS, Jwellery, Generator 

- Motor Cycle 

- Car 

Who can Avail
- Service holder, Business man having TIN (tax identification number) 

- Owner of house/Apartment 

Limit of Credit
For Consumer goods: Maximum Tk 1.25lac 

For Motor Cycle: Maximum Tk 1.25 Lac 

For Motor car: Maximum Tk 15.00 Lac 

Term of the Credit
- For consumer goods: payable by 24 or 36 monthly installments 

- For Motor Cycle or Car purchase: Payable by 36/48/60 monthly installments 

Interest Rate 
- Rate of interest: 13.50%

- Service charge: 1.00% 

- Agent Commission: 2.50% 
Equity
The equity required is 20%.  

4.2.2 Processing of Loan Application and Approval

Overview

Appraisal and approval process of a bank loan application involve a series of activities. These activities reveal a true element of banking intermediation ranging from establishing relationship with a stranger (walk-in customer) to structuring a credit line for the existing clients. In order to manage the risk inherent in lending, banks across the world developed many tools. One of such tools is a robust process guideline. The aim of these processes is to give precise input in order to get a desired output. These processes are generally benchmarked for application across the bank. Yet they are dynamic in the sense that their modification becomes imminent with the change in risk profile, regulatory guidelines, market conditions etc.

The ensuing passage will give an outline of the above mentioned process for practical application in The City Bank Ltd (CBL) branches and to some extent at head office level. These process guidelines have been derived from the existing practice in CBL together with a sensible integration of Bangladesh Bank Guidelines on Credit Risk Management.

The objective of the following process details is to provide guidelines as to how a loan application should be handled, appraisals made and approved or declined:

The Process

1. Beginning of Relationship: Relationship Manager (RM) / Branch Manager (BM) / contacts prospective client (Call report-annexure-4)

2. Placement of Application by the Client: Client will place a credit request through bank’s prescribed application form.

3. Credit Rating Verified: CIB report or peer group reports obtained (CIB blacklisted clients are rejected at this stage)

4. Key Documents Collected: Bank statement for new customer, Financials, regulatory permissions, business charters like Trade license, Article and Memo of Assn., Board resolution Etc

5. Site Visit and KYC: Business premise / factory visit and call report made. Bank’s KYC package completed.

6. Conformity to Credit Policy: Conformity to credit policy in force is to be verified while accepting a credit proposal.
7. Management Analysis: Management capability to run the business is checked. Customer’s ability in relation to risk is measured, security examined, pricing for the product and remuneration for CBL calculated.

8. Financial Analysis:

a)
The Spreadsheet analysis.

b)
Profitability analysis

c)
Leverage/ gearing analysis

d)
IRR (where applicable/if possible)

c)
Break even point and Sensitivity analysis (if possible)

9. Some of the features of existing LRA form in use to be considered for advances exceeding Tk I crore

9.1
Demand and Supply Analysis


 

i) Major competitors



           ii) Aggregate demand



          iii) Supply position



          iv) Market share of the firm under appraisal

 

           v) Production capacity



          vi) Distributions channels and marketing policies in use

9.2
Technical Aspect (where applicable)

a) Availability of the raw materials, power, and other inputs 




 has been established

b) Production process chosen is suitable

c) Equipment and machineries chosen are appropriate

d) Proposed layout of the site/location, buildings and plant is 



sound

e) Human resources assessment and competency
9.3
Economic Aspect (Where applicable):

a) Direct benefit of the society

b) Employment opportunities

c) Contribution to GDP

9.4
Ecological Aspect (Where applicable):

a) The likely damage caused by the project to the environment

b) The certificate is obtained from the competent authority (like     
directorate of Environment)

9.5    SWOT Analysis: SWOT refers Strength & Weakness of the client,    
Opportunity & Threats of the industry --- Where possible SWOT analysis 
can be made.

9.6
International Certification to ISO Certificates

10. Structuring the Proposal: Based on financial and management analysis and need of the client and his capability of operating the business, RM/BM shall design the credit keeping in mind on the following issues:

a) Purpose of the credit
b) Experience in the similar business

c) Risk

d) Remuneration

e) Ancillary business
f) Validity Loan period

g) Business profitability

h) Debt equity ratio

i) Repayment capacity

j) Production capacity

k) Market demand of the product

11. Move the Proposal: If the preliminary findings are positive and acceptable to the bank as per Credit Policy, BB Regulations, remuneration and risk profile, the RM/BM, shall move the proposal onward.

12. Approval Processing at Branch Level: If the proposal is within the business powers delegated to the branch manager/Regional Manager it should be considered, approved or declined on the basis of the analysis already undertaken.

13. Approval Processing at HO Level: Any proposal exceeding branch’s powers should be moved to HO with appropriate recommendation.

13.1    Respective Division at HO shall recheck and work out the financial   
 
analysis/risks management.

13.2
Align with Credit Policy

13.3
Check regulatory guidelines

13.4
Check Business limits and route the proposal

13.5
Check pricing, risk & return, business consideration

14. Approval Level: On the basis of the aforesaid due diligence and levels of business powers the proposal will be placed to Divisional Head, Credit Committee and Managing Director or Board of Director.

15. Sanction Advice:

15.1
HO will send approval advice or rejection intimation to the branch 

directly.
15.2
Branch will prepare a detailed approval advice for the client whether approved at the branch or HO level. Bank’s standard format shall be used for advising the approval to the client. Rejection intimation should be promptly sent.
15.3
Client’s signature on the duplicate copy of the sanction advice should be obtained as the confirmation of having accepted the terms and condition of approval.

16. Documentation (security/charge documents): The respective official/ officer shall complete documentation as per the sanction advice. The checklist should be documented and preserved in Credit File. Refer checklist in annexure —1

17. Legal and Regulatory Compliance: For legal and regulatory compliances reference should be made to head office legal department (where applicable)

18. Disbursement: Disbursement to be made after due diligence. On completion of documentation formalities and other procedures as required under sanction advice a certificate will be sent to H.O. and disbursement authorization to be obtained. Disbursement will be made only after the authorization is received and documented.

19. Periodical Review: Periodical review of all loan accounts should be made in the format as per annexure — 3. The review may be made as frequent as necessary but not exceeding the period of three months. The ideal situation is to review within a week following each quarter to which it relates.

20. Collection: Branch will collect the installments or the money for adjustment of liability as per the sanction advice. Proper record should be kept in the loan file regarding their collection status. In cases of default this should be reported to the branch manager and to head office as per exception statement —annexure -2.

21. Workout of Advance Warning Process: Workout on each slow or potentially risky account should be made and reported to Head Office on quarterly basis. Accounts that fall under BB norms of Special Mention Accounts should be carefully identified and reported to HO as per guidelines provided in circular no.-2005/O1 dated 8th march, 2005 issued by Project & Corporate Finance Division.

22. Legal procedures for delinquent loans: Legal process starts only when a loan is classified and considered non recoverable under normal interaction with the borrower. Decision for a legal action is made on case-to-case basis.

4.2.3 CBL Position in Loan & Advances

The different amount of loans and advances in 2002, 2003 and 2004 are given below:
Loan, Cash Credit and Overdraft (Inside Bangladesh)

	
	2002 (Taka)
	2003 (Taka)
	2004 (Taka)

	
	
	
	

	Loans General
	172,868,278
	65,301,892
	69,858,786

	Loans against Transport
	83,205,249
	164,157,488
	145,490,528

	Loans against Import Merchandise
	770,983,611
	326,958,807
	438,500,803

	Loans against Trust Receipts
	1,784,015,609
	2,437,951,969
	2,141,323,422

	Loans against PC
	121,095,039
	207,643,771
	275,705,527

	House Building Loan
	280,650,988
	289,517,970
	181,881,064

	Term Industrial Credit
	2,895,115,514
	3,220,842,500
	3,642,570,269

	Export Development Fund 
	 
	37,572,657
	 

	Secured Overdraft
	814,304,724
	1,194,039,235
	1,222,680,210

	Cash Credit
	3,563,650,356
	3,912,294,251
	5,006,452,620

	PAD
	542,050,565
	850,514,670
	902,193,200

	Consumers Credit Scheme
	4,450,946
	17,463,411
	38,927,576

	Demand Loan
	1,812,604,082
	570,741,542
	533,171,418

	Staff Loan
	157,581,905
	218,780,201
	301,563,414

	Money Multiplier
	13,394,894
	10,133,290
	7,230,209

	Multi Purpose Loan Scheme
	84,170
	78,536
	1,494

	Advanced against Cash Incentives
	23,217,169
	38,695,274
	47,018,929

	Total
	13,039,273,099
	13,562,687,464
	14,954,569,469


In the above table it is seen that the total loan and advances in 2004 was 14,954,569,469 which was 10.3% higher than 2003 and in 2003 the loan and advance was 4% higher than 2002. so from it we can conclude that the loan and advance offered have a attractive criteria or the management was good enough in offering the loans.

But if we summarized these loans according to their main heads or nature then we can find the followings:

Nature wise Loans & Advances
	
	2002 (Taka)
	2003 (Taka)
	2004 (Taka)

	
	
	
	

	
	
	
	

	Continuous
	5,868,517,000
	5,439,696,110
	9,214,137,425

	Demand Loan
	4,533,410,046
	5,266,447,000
	1,617,836,000

	Term Loans up to 5 Years (Mid Term)
	2,721,408,000
	2,389,766,000
	4,535,100,000

	Term Loans over 5 Years (Long Term)
	603,953,000
	1,463,863,000
	1,359,200,000

	Short Term (Agricultural & Micro Credit)
	-
	-
	-

	Staff Loan
	157,632,000
	218,776,000
	301,563,414

	Total
	13,884,920,046
	14,778,548,110
	17, 027,836,839


From the above table we can see that in every year the CBL can disburse a large portion of their loan as continuous loan, than demand loans, mid and long term loans.
Provision for Unclassified Loans & Advances

	
	2004 (Taka)
	2003 (Taka)
	2002 (Taka)

	Balance At The Beginning Of The Year
	124,660,340
	96,497,140
	86,317,330

	Additional Provision For The Year
	25,000,000
	28,163,200
	10,179,810

	
	
	
	

	Provision Held At The End Of The Year
	149,660,340
	124,660,340
	96,497,140


From the unclassified loans a part may become classified. So to take steps against this situation CBL keep a provision. In the above table we can see the position of this provision for three consecutive years.
A table of Loans & Advances according to the maturity grouping is shown in Annexure-9

A concentration of Loans & Advances is shown in Annexure-9

4.2.4 Classified Loan
Loan classification is that the act of segregating the loan portfolio into:

1. Unclassified or Good Loans

2. Special Mention Account (SMA)

3. Sub Standard (SS)

4. Doubtful

5. Bad Loan 
Such classification is done on the basis of objective criteria and qualitative judgment. A brief outline of the two principles is given below:

Objective Criteria

In this case, on the basis of overdue criteria the classification is done.

Overdue Period

Overdue period for different loans are:

Continuous loan: The loan will be treated as overdue from the following day of expiry.

Demand loan: It is treated overdue from the following day of repayment day i.e. if it remains outstanding after expiry of the repayment date.

Fixed term loan: In this type of facility the loan may be treated overdue even before expiry of the loan period. Overdue is considered on the basis of past due installments which is converted into time equivalent of amount in arrears.

However, to calculate time equivalent of amount in arrears the following formula is to be followed.

Time Equivalent = {Amount in arrears * Installment frequency (month)}/ 








Installment size  

Suppose, installment frequency is quarterly; past due 2 installments and installment size Tk. 2000.00

Time Equivalent of amount in arrears = (4000 * 3) / 2000 







= 6 months 

	Types of credit
	Objective criteria
	Status

	Continuous loan 
	Overdue period for
	

	
	Less than 3 months
	Unclassified

	
	3 months or more but below 6 months
	Special mention account

	
	6 months to less than 8 months & 29 days
	Substandard

	
	9 months to less than 11 months & 29 days
	Doubtful

	
	Left un recovered for 12 months or above
	Bad loan

	

	Demand loan
	Overdue period for
	

	
	Less than 3 months
	Unclassified

	
	3 months or more but below 6 months
	Special mention account

	
	6 months to less than 8 months & 29 days
	Substandard

	
	9 months to less than 11 months & 29 days
	Doubtful

	
	Left un recovered for 12 months or above
	Bad loan

	

	Fixed term
	Time equivalent of amount in arrears for
	

	Loan period up to 5 years
	Less than 3 months
	Unclassified

	
	3 months or more but below 6 months
	Special mention account

	
	6 months to 11 months 29 days
	Substandard

	
	12 months to 17 months 29 days
	Doubtful

	
	18 months
	Bad loan

	

	Loan period up to 5 years
	Time equivalent of amount in arrears for
	

	
	Less than 11 months 29 days
	Unclassified

	
	3 months or more but below 12 months
	Special mention account

	
	12 months to 17 months 29 days
	Substandard

	
	18 months to 23 months 29 days
	Doubtful

	
	24 months above
	Bad loan

	

	Short term agricultural and micro credit 
	Overdue period
	

	
	0 month to 11 months
	Unclassified

	
	3 months or more but below 12 months
	Special mention account

	
	12 months to 35 months 29 days
	Substandard

	
	36 months to 59 months 29 days
	Doubtful

	
	60 months above
	Bad loan


** Status for Special Mention Accounts need not be reported to Credit Information Bureau of Bangladesh Bank (PCFD Circular No. 2005/01 dated 08.03.2005)  

Qualitative Judgment

The branch classify the loan whenever it has reason to believe the loaner may not be able to repay the loan due to a change in the circumstances under which the loan was originally sanctioned i.e. on the basis of qualitative factors. The reasons for classification based on judgment include:

· If the recovery of the credit becomes uncertain

· Change of circumstances under which credit was extended or

· The borrower sustains loss of capital or the value of the security decreases or

· Any adverse situation arises

· If the credit is extended without any logical basis or

· The credit is rescheduled frequently or

· The rules of rescheduling are violated or

· The trends of exceeding credit limit is observed frequently or

· A suit is filed for recovery of the credit or

· The credit is extended without the approval of the competent authority

Interest Application against Classified Loan

	Classification Status
	Interest Treatment

	Special mention account, sub standard, doubtful
	Interest will be credited to interest suspense a/c 

	Bad and loss
	No interest will be charged


Provision for Loan Loss

Provision for loan loss at the following scale:

	Classification Status
	Rate of provision (%)
	Base for Provision

	Unclassified
	1
	Base for provision figure = (outstanding – suspended interest – value of eligible securities)

	Special mention account
	1
	

	Substandard
	20
	

	Doubtful
	50
	

	Bad and loss
	100
	


Value of eligible security and its weighted value

	Security
	Weighted of value

(%)

	Fixed and other deposits on which lien is marked
	100

	Gold /gold ornaments physically held by the bank
	100

	Government bonds or certificates of deposit held by the bank 
	100

	Goods with a ready market that are physically held in the control of the bank
	50

	Immoveable security (land, building etc) 
	50


Workout for watch list

In order that classification of Special Mention Account (SMA) or substandard accounts does not happen all too abruptly it is recommended that managers (at least once in every three months) review the unclassified (UC) accounts. Such review should be done prior to each quarter end. It is recommended that the workout is done as at end of February, May, August and November each year.

Annexure-6 should be used for reviewing the accounts, where necessary review should be forwarded to HO (Loan Administration) for comment.

Review should be documented and kept in credit file for periodic inspection.

4.2.5 CBL Position in Classified Loan

Classification of Loans & Advances as per Bangladesh Bank Circular
	
	2002 (Taka)
	2003 (Taka)
	2004 (Taka)

	
	
	
	

	Un Classified
	9,649,714,046
	12,684,810,110
	15,228,139,839

	Sub-Standard
	5,425,000
	28,861,000
	15,323,000

	Doubtful
	110,660,000
	5,169,000
	51,525,000

	Bad/ Loss
	4,119,121,000
	2,059,708,000
	1,732,849,000

	Total
	13,884,920,046
	14,778,548,110
	17,027,836,839


From the following table it can be seen that the amount of classified loans and advances increases from 2002 to 2004 which was increases 2,249,288,720 in 2003 and 893,628,070 in 2003. 

Number of clients and amount of outstanding and classified loan to whom loans and advances sanctioned more than 15% of total capital of the bank is shown below:

	Number of the clients
	42
	41
	32

	Amount of the outstanding advances (funded)
	7,755,600,000
	7,427,000,000
	7,990,000,000

	Amount of classified advances
	1,223,400,000
	1,222,700,000
	2,485,200,000


Provision for Classified Loans & Advances
	
	2004 (Taka)
	2003 (Taka)
	2002 (Taka)

	Balance At The Beginning Of The Year
	926,180,660
	1,648,146,423
	1,228,242,953

	Fully Provided Debts Written Off
	95,502,299
	1,166,260,000
	16,837,080

	 
	830,678,361
	481,886,423
	1,211,405,873

	Fully Waived During The Year
	9,805,904
	5,596,000
	34,668,000

	 
	820,872,457
	476,290,423
	1,176,737,873

	Recoveries Of Amounts Previously Written Off
	49,034,865
	5,642,360
	 

	 
	869,907,322
	481,932,783
	1,176,737,873

	Provisions On Classified Loans & Advances During The Year
	74,000
	444,247,877
	471,408,550

	Total Provision 31st December Of The Year
	943,907,322
	926,180,660
	1,648,146,423


Not only for the unclassified loans but also provisions are kept for the loans which are classified. The amount of this loan with its calculation has given in the above table.
Recovery of Classified Loan

The bank attached utmost importance for realization and management of classified loans. During the year 2004 under review classified loans was recovered to the extent of Tk. 497.90 million against Tk. 615.30 million of previous year. In line with Bangladesh Banks write-off guidelines an amount of Tk. 162.90 million was written off during the year. Ratio of non performing loans to total loans reduced to 10.48% as against 14% of the previous year. After setting off interest on suspense account and provision for classified loan, ratio of NPL is further reduced to 2.94%. 
 A statement of loan classification and provision as on 31st December 2003, 2004 is given in Annexure-13
As at 2004 the bank has no provision shortfall rather a surplus of Tk. 106 million. Bank focuses on recovery of classified loans and exerted all out effort to reduce the classified loans to an acceptable level.

4.2.6 Contingent Facilities
CBL mainly provide to contingent facilities. They are:

· Letter of Credit

· Bank Guarantee

4.2.6.1 Letter of Credit

A letter of credit is a document issued by a banker in one place authorizing any other banker or agent in another place or country to honor the cheques or drafts of a person named in the document to the extent of a certain sum stated in the letter and to charge the total sums of cheques and drafts so honored to the account of the granter.

Types of Letter of Credit

1. Confirmed letter of credit: In confirmed letter of credit the beneficiary receives not only an undertaking by the issuing bank but also an independent promise of payment on the part of the correspondent bank.

2. Unconfirmed letter of credit: The letter of credit which does not itself give any undertaking to pay and is under no obligation to honor documents presented by the beneficiary is known as unconfirmed letter of credit.

3. Documentary letter of credit: A documentary letter of credit is an undertaking made by a bank at the request of the applicant for the credit to pay a specified amount in an agreed currency to a beneficiary presents stipulated documents within a prescribed time limit.

4. Clean letter of credit: The letter of credit in which the bank imposes no conditions for honoring is called clean letter of credit.

5. Revolving letter of credit: Revolving letter of credit can be used by the beneficiary for a particular time period and for a particular amount by revocation.

6. Fixed letter of credit: The letter of credit which is opened for a particular period of time and amount and it is cancelled after the expiry of such time or if such amount is used up. 

7. Revocable or open letter of credit: A revocable letter of credit is a letter of credit which can be amended or cancelled by the issuing bank at any time without prior notice to the beneficiary is known as open letter of credit.

8. Irrevocable or firm letter of credit: An irrevocable letter of credit cannot be amended or cancelled by the issuing bank at any time without prior notice to the beneficiary is known as firm letter of credit.

9. Marginal letter of credit: The letter of credit which’s margin contains a form and the exporter is asked to make the bill on it is the marginal letter of credit.

10.  Anticipatory letter of credit: An anticipatory letter of credit which is    opens with a condition of making advance payment is known as anticipatory letter of credit. There are two types of anticipatory letter of credit:

· Red clause anticipatory letter of credit: In this letter of credit the bank pays the exporter in advance for insurance, transport, interest and for some other expenses.

· Green clause anticipatory letter of credit: It permits advance for storage of goods in the name of bank in addition to pre-shipment advance.

11.  Traveler’s letter of credit: This type of letter of credit is issued in favor of travelers.   
4.2.6.2 Bank Guarantee
According to section 126 of Contract Act 1872 as adapted in Bangladesh a guarantee is a promise made by the surer, who is a third party to perform the promise or discharge the liability of debtor in case of its /his default.

The City Bank Ltd (CBL) while issuing a guarantee will be governed by the aforesaid contract act.

CBL may issue guarantee under the following conditions:

1. Under a particular limit (for corporate client) or

2. On case to case basis…. Issuing of guarantee under case to case basis or to non-corporate customers will be subject to prior Head Office (HO) approval. However prior approval from HO is not required when 100% margin is retained.

CBL issues guarantee on behalf of customers either in favor of government department public sector undertakings, corporations or business entries. These guarantees come under various types depending upon the purpose, maturity and security.

Types of Guarantee

1. Project Related Guarantee

Project related guarantee is three (3) types-

a. Bid bond: A bid bond is issued by a bank on behalf of a contractor for participation in a tender bid. This type of guarantee should be issued retaining higher cash margin.

b. Performance bond: a performance bond is issued by a bank in favor of the project employer to guarantee the specific performance of the contractor as per contractual obligation and to pay a specific amount as compensation in case of failure of the contractor.

c. Mobilization guarantee/ advance payment guarantee: mobilization guarantee or advance payment guarantee are issued to ensure cash flow for the contractor throughout the life of a project.

2. Shipping Guarantee

It is a guarantee cum-indemnity issued by the bank in favor of shipping companies/customers. Shipping guarantees are issued by the bank in the absence of shipping documents specially the bill of lading (BL) to enable the importer to effect clearance of the goods. Normally shipping guarantees are issued under 100% cash margin or sometimes 110% cash margin where possibilities of fluctuations of exchange rate are higher. 

3. Export performance guarantee

This guarantee is issued by a bank on behalf of an exporter (domiciled in Bangladesh) in favor of a beneficiary which is a cross boarder entity (usually domiciled in the country where goods being exported). Such guarantees give surely for performance of the exporter as per export LC or export contract terms.

4. Other types of guarantees

a) Custom bond

Custom bond is issued by a bank on behalf of its customer in favor of customs authority to make payment on account of custom/ VAT/ other duties on imported merchandise.

b) Indemnity bond

In some cases where bank instrument issued in favor of The City Bank Limited (CBL) are lost in transit or otherwise mislaid may be replaced by issuance of a duplicate against the indemnity provided by CBL. Examples of such incidences are:

· In case of loss of foreign draft issued by correspondent bank in favor of CBL

· In an unlikely event if the opener of LC cannot be traced out (after receipt of documents/ arrival of goods), control of the imported merchandise is taken by CBL by issuance of indemnity in favor of port authority/ shipping company

· In case of loss of PO/ draft issued by local bank in favor of CBL

c) Stand by LC

The stand by letter of credit is very similar in nature to a guarantee. The beneficiary can claim payment in the event the principal fails to comply with its obligations to the beneficiary. Payment can usually be realized against presentation of a sight draft and written statement that the principal has failed to fulfill his obligations.

d) Cross border guarantee

Cross border guarantee implies the sources or the origin of issuance. It is generally issued from a country other than beneficiary’s home country. A cross border guarantee may be issued in the form of any guarantee stated above.

A cross boarder guarantee may be accepted by the beneficiary in its original form or may be counter guaranteed by the local correspondent. 

Cross boarder guarantee can be two (2) types:

· Inward cross boarder guarantee

· Outward cross boarder guarantee

Documentation Applicable For Issuance of Guarantee
	Types of Borrower
	Required Documentations

	Individual/ Proprietorship concern
	Charge documents

a. DP note b. Letter of arrangement c. Letter of continuity d. Counter guarantee/ indemnity duly signed the borrower e. Duplicate copy of the guarantee to be accepted by the client before its issuance

Other documents

a. Letter of lien on-

· FDR/ deposit certificate duly discharged and/or

· Shares/ debentures with blank signed transfer deed with permission of concerned body (where applicable) and/ or

· Government securities (if executable) and / or

b. Authority for earmarking cash margin/ limits/ overdraft/cash credit/savings account/current account and/ or 

c. indemnity policy of an insurance company (where necessary) and/or

d. Letter of hypothecation of movable/immovable machinery and /or

e. Legal mortgage of property (s) 

	Partnership concern
	a. Documentation applicable for individual/ proprietorship concern and

b. Personal guarantee of all partners  

	Limited company
	a. Documentation applicable for individual/ proprietorship concern and

b. Copy of Board resolution of borrowing company authorizing guarantee facility, execution of counter guarantee/indemnity and charging security

c. Registration of charge with RJSC (Register of Joint Stock Companies) for hypothecated items and mortgage property

d. Personal guarantee of all the directors of the company


4.2.7 CBL Position in Letter Of Credit & Bank Credit

The following table shows that in case of issuance letter of credits in 2004 it increase 4.6% and in 2003 it increase by 41%. On the other hand, the issuance of letters of guarantees it increase 41% in 2004 and in 2003 20.9%.

	Contingent 
	2004
	2003
	2002

	Facilities
	(Taka)
	(Taka)
	(Taka)

	
	
	
	

	Letters Of Credit
	2,743,088,539
	2,622,104,717
	1,859,224,015

	Letters Of Guarantee
	995,369,728
	705,879,315
	583,803,293

	
	
	
	

	Total
	3,738,458,267
	3,327,984,032
	1,859,224,015


4.3.1 Mandatory Reserve

As per Bangladesh Bank regulation every commercial bank has to maintain its Statutory Liquidity Requirement (SLR) and Cash Reserve Requirement (CRR), in which CBL has no difference. 

Statutory Liquidity Requirement (SLR)

Commercial banks deposits are at present subject to a statutory liquidity requirement (SLR) of 18 percent inclusive of average 5 percent (at least 3 percent) cash reserve requirement (CRR) on bi-weekly basis. The CRR is to be kept with the Bangladesh Bank and the remainder as qualifying secure assets under the SLR, either in cash or in government securities. SLR for the banks operating under the Islamic Shariah is 10 percent and the specialized banks are exempt from maintaining the SLR. Liquidity indicators measured as percentage of demand and time liabilities (excluding inter-bank items) of the banks indicate that all the banks had excess liquidity.

Cash Reserve Requirement (CRR)

The Cash Reserve Requirement (CRR) of the scheduled banks with the Bangladesh Bank is 5.0 percent of their total demand and time liabilities (excluding inter-bank items). It was also mentioned in the circular that this amount of reserve must not be less than 3% in any single day. In pursuance of the objectives of monetary policy, CRR has been increased to 4.5% from 4% of their total
Calculation of letter of guarantee is shown in Annexure-10

demand and time liabilities effective from March 1, 2005. However, banks are allowed to maintain CRR@ 4.5% daily on bi-weekly average basis subject to the condition that CRR so maintained should not be less than 3.5% in any day.
The Cash Reserve Requirement (CRR) for the scheduled banks with the Bangladesh Bank has been increased from 4.0 percent to 4.5 percent of their total demand and time liabilities effective from March 1, 2005. Banks are required to maintain CRR daily at the rate of 4.5 percent on average on bi-weekly basis provided that the CRR would not be less than 3.5 percent on any day. However, Statutory Liquidity Requirement (SLR) will remain unchanged at 16 percent.

4.3.2 CBL Position in Mandatory Reserve

Statutory Liquidity Requirement

	
	2004 (Taka)
	2003 (Taka)
	2002 (Taka)

	
	
	
	

	Required Reserve
	3,248,359,000
	2,871,688,000
	3,086,677,000

	
	
	
	

	Actual Reserve Held
	 
	 
	 

	1. Investment/ Govt. Approved Securities
	2,926,867,000
	3,129,230,000
	2,408,221,000

	2. Balance With Sonali Bank
	185,732,000
	187,364,149
	198,852,898

	3. Balance With BB (Local Currencies)
	792,473,000
	781,013,000
	750,590,000

	4. Cash In Hand
	463,476,722
	405,311,512
	472,997,160

	Total
	4,368,548,722
	4,502,918,661
	3,830,661,058

	
	
	
	

	Surplus/ Shortfall 
	1,120,189,722
	1,631,230,661
	743,984,058


From the above table we can see that CBL is able to maintain SLR which is 16% of average demand and liabilities.
Cash Reserve Requirement

	
	2004 (Taka)
	2003 (Taka)
	2002 (Taka)

	
	
	
	

	Required Reserve 
	809,840,000
	719,722,000
	620,695,000

	Actual Reserve Held With BB 
	792,473,000
	781,013,000
	750,590,000

	
	
	
	

	Surplus/ Shortfall
	-17,367,000
	61,291,000
	129,895,000


From the above table we can see that CBL has failed to maintain the CRR in 2004. But in 2003 and 2002 it is able to maintain it at 4% of average demand and time liabilities as per BRPD circular no. 12 dated 06/09/1998 which is on the average balance of two weeks. 

The City Bank Limited has a vision and mission to improve the financial sector of Bangladesh i.e. economic condition of Bangladesh by providing effective and innovative banking and financial product in financial market. However, in every economy of the world financial sector is highly regulated sector. Therefore, financial products of every bank are almost same as same law & regulations regulate them. However as the City Bank has a vision and mission to do something different, therefore, it is trying to be different from other banks and that can be proved by the quality & efficient management of the financial product of The City Bank Limited.   

The impact of investment of CBL’s bank funds on the economic development of the country can be discussed under the following heads:











Contribution in Foreign Trade

The City Bank Limited provides solutions in the fields of international business and trade finance. Their service under international division includes: 
· Foreign Currency Accounts including Current Accounts and Term Investments as per circular of Bangladesh Bank.
· International Payment and Receipt Services i.e. International Fund Remittance: International Money Transfers, Bank Drafts and a range of services for clearing overseas or foreign currency receipts.
· Trade Finance services. 
a) Import Finance: Collections, letters of credit, bonds and guarantees, plus a special package for businesses requiring foreign exchange. PAD, LIM, LTR etc. 
b) Export Finance 

The import and export position of CBL are shown below:

	Particulars
	1999
	2000
	2001
	2002
	2003
	2004

	Import
	8,529.70
	8,665.90
	13,503.20
	12,262.60
	1,729.27
	17,909.94

	Export
	1,308.60
	2,171.90
	3,982.10
	6,213.50
	771.97
	12,198.69


Contribution in Internal Trade

The CBL contributes to the inland trade can be discussed in two parts. One is as a source of bank funds its collects deposit under the head of Current Account, for which the holders of this accounts may not get any interest but they can conduct their business transactions which is very much important for a business concern.

Another part is through the investment of bank funds like mid, short and long term industrial loan; secured overdraft, CC(Pledge), CC(Hypo), loan general, venture financing etc. Besides loans a bank can also contribute in the internal trade by various services like transfers of checks through pay order, demand draft, by providing financial certificates through guarantee, settlement of transactions through clearing checks, on line banking, acting as a representative and consultants etc.

Contribution in Micro Credit & Agriculture

CBL provide agricultural loan to the small and medium enterprises mainly but a few amount of loan is provided to the large enterprises. CBL do not provide any micro credit cause compare to the administrative cost they cannot make any profit. Usually, the rate of interest in agricultural sector is 13%.

Contribution in Industrial Development

CBL allowed an industrial finance for the purposes:

· To set up a manufacturing facility i.e. acquire land, buildings, plant and equipment etc, collectively known as fixed assets; and / or

· To finance for BMRE where “B” means for balancing, “M” modernization, “R” for /replacement and “E” expansion; and / or

· Purchasing of adequate inventories comprising of raw materials, stock in process and finished goods retaining sufficient cash and extending credit to their customers.
For these purposes the CBL offers short, mid and long tern industrial loan for both an existing and venture financing. For working capital finance it has its SOD against work orders. CC is also offer for fulfilling the temporary shortage of funds.
Contribution in Other Sector

CBL with a view to provide loan to people of fixed income bracket introduced Consumer Credit Scheme. This loan can also be taken by its staffs at a lower interest rate. 

CBL Contribution in Economic Development

Sector wise loan portfolio of the bank during 2004 was as follows:

	
	2002 (Taka)
	2003 (Taka)
	2004 (Taka)

	
	
	
	

	Term Loan (Industrial Loan)
	2,491,700,046
	2,892,500,110
	2,422,300,000

	Working Capital (Industrial Loan)
	2,364,300,000
	2,009,800,000
	2,477,900,000

	Export Credit
	965,000,000
	1,379,800,000
	981,800,000

	Commercial Credit
	6,923,800,000
	6,486,500,000
	6,031,200,000

	Small and Cottage Industry
	-
	38,300,000
	-

	Others
	1,140,120,000
	1,971,648,000
	5,114,636,839

	Total
	13,884,920,046
	14,778,548,110
	17 027836839


From the above table we can see that in commercial sector CBL provide much of its loans and then  

	Geographic Location Wise Loans & Advances

	

	
	
	
	
	

	Geographic Location
	Urban
	Rural 
	2003 (Taka)
	2004 (Taka)

	
	
	
	
	

	Dhaka
	11,646,600,000
	144,036,839
	11,027,447,215
	11,790,636,839

	Chittagong
	3,374,800,000
	91,600,000
	2,459,498,132
	3,466,400,000

	Sylhet
	1,382,000,000
	10,800,000
	133,826,481
	149,000,000

	Bogra
	709,000,000
	23,000,000
	476,036,676
	732,000,000

	Khulna
	889,800,000
	-
	681,739,606
	889,800,000

	Total
	16,758,400,000
	269,436,839
	14,778,548,110
	17,027,836,839


6.1 Findings 
The findings of the study can be summarized based on the performance of CBL compared with some of the contemporary commercial banks.
The following table shows the banking industry Vs CBL position in case of growth rate in different banking business in 2005. 
CBL Vs Industry
	Business
	CBL Growth
	Industry Growth
	CBL outperformed by

	Deposit
	38%
	14%
	24%

	Advance
	37%
	19%
	18%

	Import Business
	19%
	17%
	2%

	Export Business
	49%
	15%
	34%

	Profit
	43%
	22%
	21%


     Amount in crore
The industry’s growth rate is 14% and 19% in 2005 in deposit and advance whereas the CBL growth rate is 38% and 37%. So the CBL outperformed 24% and 18% respectively. In case of import, export business and profit CBL also outperformed by 2%, 34% and 21% respectively. 
Deposit Mobilization
	Bank
	2000
	2001
	2002
	2003
	2004
	2005

	CBL
	1380
	1718
	1968
	2005
	2224
	3065

	Prime
	1117
	1326
	1648
	2048
	2807
	3604

	Southeast
	857
	1057
	1534
	1962
	2793
	3800

	Pubali
	3010
	3229
	3373
	3585
	3979
	4265

	National
	2362
	2490
	2628
	2776
	2897
	3250

	Uttara
	2594
	2843
	2915
	3148
	3461
	3700



 Amount in crore

If we separately see to the deposit mobilization data of CBL with some important contemporary banks then it will be seen that the CBL position is not good compare to Prime and Southeast Bank but the rate of growth of Pubali, National and Uttara Bank may not good but it able to reach in a stable position.

The separate summarized tables of industry and CBL position in different banking business position is given in annexue-
Credit Creation
	Bank
	2000
	2001
	2002
	2003
	2004
	2005

	CBL
	996
	1273
	1389
	1478
	1703
	2333

	Prime
	771
	907
	1269
	1649
	2322
	3150

	Southeast
	706
	918
	1303
	1554
	2200
	3250

	Pubali
	2157
	2358
	2619
	2628
	2754
	2930

	National
	1855
	2020
	2168
	2226
	2284
	2700

	Uttara
	2231
	2419
	2294
	1879
	1860
	1450


           Amount in crore

The credit creation position of Prime and Southeast Bank is very good but CBL position is not good enough but the position of Pubali and National Bank is poor, whereas credit creation of Uttara Bank declines year by year.  
Import Business
	Bank
	2000
	2001
	2002
	2003
	2004
	2005

	CBL
	867
	1350
	1226
	1729
	1791
	2136

	Prime
	1171
	1343
	1956
	2544
	3675
	4030

	Southeast
	1124
	1219
	1282
	1627
	2023
	2965

	Pubali
	1687
	1257
	1050
	1214
	1802
	2508

	National
	2242
	2077
	1925
	1926
	2203
	2313

	Uttara
	2916
	2963
	2709
	2620
	2408
	2309


           Amount in crore

The market share of Prime in Export Business is highest. Though the growth rate of CBL is good but the import business of CBL requires gearing up. On the other hand, the position of Uttara is in declining situation.
Export Business

	Bank
	2000
	2001
	2002
	2003
	2004
	2005

	CBL
	217
	398
	621
	772
	1220
	1822

	Prime
	1232
	1419
	1219
	1649
	1950
	2888

	Southeast
	132
	268
	226
	303
	676
	1215

	Pubali
	1162
	1123
	1021
	1165
	1367
	1865

	National
	2167
	2207
	1777
	1634
	1711
	1796

	Uttara
	1555
	1939
	2104
	2073
	1913
	1819


           Amount in crore

In the above table it shows that the market share of Prime in Export Business is also highest and the CBL also requires gearing up.
Total Income

	Bank
	2000
	2001
	2002
	2003
	2004
	2005

	CBL
	136
	175
	212
	248
	271
	348

	Prime
	84
	110
	120
	159
	197
	286

	Southeast
	126
	175
	194
	277
	304
	572

	Pubali
	307
	366
	382
	357
	346
	486

	National
	299
	329
	334
	362
	372
	613

	Uttara
	302
	382
	392
	382
	382
	496


           Amount in crore

The growth of CBL income increase in a steady rate but it is seen well in southeast. The income of Pubali, National and Uttara has reaches in a stable growth rate.

Total Expenditure
	Bank
	2000
	2001
	2002
	2003
	2004
	2005

	CBL
	117
	134
	157
	180
	179
	216

	Prime
	24
	34
	45
	59
	82
	119

	Southeast
	92
	126
	144
	211
	224
	418

	Pubali
	223
	249
	258
	270
	283
	336

	National
	206
	227
	247
	268
	298
	493

	Uttara
	199
	224
	261
	270
	261
	342


          Amount in crore

Profit Growth (%)

	Bank
	2001
	2002
	2003
	2004
	2005

	CBL
	116
	34
	24
	35
	43

	Prime
	29
	-1
	33
	15
	45

	Southeast
	44
	0
	37
	21
	90

	Pubali
	26
	14
	21
	-29
	142

	National
	21
	-38
	36
	118
	62

	Uttara
	55
	-17
	-15
	9
	28



Amount in crore

The variance of CBL is low so the risk is low. On the other hand, variance of other Banks is high thus he risk is high. 

A table of “Profit” & “Projected Profit” over some preceding year is shown below.
Projected growth rate over preceding year :( In the light of CBL Vision)
	Bank
	2005
	2006
	2007

	CBL
	132
	181
	284

	Prime
	167
	217
	282

	Southeast
	154
	200
	260

	Pubali
	150
	195
	254

	National
	120
	156
	203

	Uttara
	155
	202
	262


The projected growth rate of the contemporary banks is higher than CBL. So it needs to be geared up.

Deposit Advance Ratio
	Bank
	2000
	2001
	2002
	2003
	2004
	2005

	CBL
	72
	74
	71
	74
	77
	76

	Prime
	69
	68
	77
	81
	83
	87

	Southeast
	82
	87
	85
	79
	79
	86

	Pubali
	72
	73
	78
	73
	69
	69

	National
	79
	81
	83
	80
	79
	83

	Uttara
	86
	85
	79
	60
	54
	39


Amount in crore

The above table shows that NBL is highly prudent in asset management whereas
CBL can gear up in asset management thereby help achieve profit target.
Operating Efficiency (I/E)

	Bank
	2000
	2001
	2002
	2003
	2004
	2005

	CBL
	1.16
	1.31
	1.35
	1.38
	1.51
	1.61

	Prime
	3.5
	3.24
	2.67
	2.69
	2.4
	2.4

	Southeast
	1.37
	1.39
	1.35
	1.31
	1.36
	1.37

	Pubali
	1.38
	1.47
	1.48
	1.32
	1.22
	1.45

	National
	1.45
	1.45
	1.35
	1.35
	1.25
	1.24

	Uttara
	1.52
	1.71
	1.5
	1.41
	1.46
	1.45


Amount in crore
In this case Prime Bank is most efficient. CBL is the 2nd most efficient and increasing consistently and other Banks have erratic nature.
6.2 Conclusion
It is widely accepted that credit is a phenomenon of economic development and the banking system is a vital agent which plays a crucial role in this process. In order that economic development is rapid and meaningful proper utilization of banks funds is required. Financial intermediaries, particularly banks have a very important role in rising of the financial resources because of their capacity to tap resources from a wider spectrum of people and diversified nature of their operations. Banks ability to make a positive contribution in igniting the process growth depends to a great extent on the way the banking funds are invested. It functions as a catalytic agent for bringing about economical, industrial and agricultural growth and prosperity of the country.  
The City Bank Limited has a vision and mission to improve the financial sector of Bangladesh i.e. economic condition of Bangladesh by providing effective and innovative banking and financial product in financial market. However, in every economy of the world financial sector is highly regulated. Therefore, financial products of every bank are almost same as same law & regulations regulate them. However as the City Bank has a vision and mission to do something different, therefore, The City Bank people are trying to be different from other banks and that can be proved by the quality & efficient management of the financial product of The City Bank Limited. 
As from the findings of the study it has been seen that CBL is improving itself in all aspects of banking but this efforts need to be continued for some more years. In the past, CBL performance was not good. For which the BB classified it as problem bank but very soon they able to overcome it by overcoming the capital shortfall and reserve by issuing of right share. They were able to make substantial recovery from classified loan which enhance credit rating from category B to A.

All these achievement of CBL is possible because of the investment of bank funds in the most profitable and potential sector. 
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