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1.  INTRODUCTION

1.1 Forward:

This report has been done as per the requirement for successful completion of the Internship program. Exposure to the business world and acquiring practical work experience was the primary objective of this report. I was attached with IFICBank Ltd at its Federation Branch for my internship. The report focuses on credit division as I was attached with that division during the period of my internship program. The topic for this report was decided upon after approval by my Honorable Program Supervisor Mr. Golam Saroar Hossain Stamford University Bangladesh. 
1.2 Problem Statement:

 Banks SME Credit Policy & Practice, and how it runs and what function it does in providing loans to clients are technical job and have a great prospect in our country. SME Credit Policy of all the private commercial banks is almost same, as they follow and are to follow the common instructions and guidelines of Bangladesh Bank.  But they differ in actual practice of loans and advances. Again each bank has some special schemes of loans and advances that are fully or partly exclusive.

1.3 Objectives of the report:

The present study has been designed to achieve the following objectives:

· The first objective is to know about the IFIC SME Credit Policy as a private commercial bank.

· Secondly how IFICoperates its SME division being controlled with rules & regulations of Bangladesh Bank.

· The another basic objective of the report are to see whether the process of SME funding Practice Operation in IFIC Bank Ltd. is complying with the guideline issued by Bangladesh Bank and how IFIC Bank Ltd. is handling the loans & advances.

·  To find out barriers or bottlenecks or risks in sanctioning the overall loans and advances process.

· To recommend on those problems.

1.4 Methodology of the Study:

The study was based on secondary data. In order to prepare practical training report various source & method of data collection was used.

1.4.1 Sources of data:
In this report only Secondary data have been used. For both the Organization part and Project part, quantitative information from the Annual reports of IFIC and qualitative information from other literature regarding the various divisions and their functions, operations were used. So, only secondary data were utilized. For the project part, primary data were collected by holding informal interviews with the employees to learn about their response/reaction to the change that is occurring in the organization.

While I was conducted the study I collected various types secondary data. Data has been collected through different sources, by interviewing the responsible officers, bank’s annual report, and from different circular published by the Bank.
1.4.2 Methods of Data Collection: 

There are so many methods of data collection which was relevant & important for the study. The methods used in this report were as follows:-

Interview Method: To collect information direct interview was taken of the manager of operation, loan in charge, executives, officials etc. 

Observation Method: To collect some information relating to the practice of loans and advances in terms of approval, sanctioning and mode of disbursement an observation was conducted. 

1.5 Limitations of the Study:

The following limitations are apparent in this report:-

· There was little or no scope of work at credit division of the branch for the internee students. So I could not realize well all the procedures of credit.

· Only those loans & Schemes which are highest practiced by the branch have been focused in this report.

· No amount of sector wise allocation of loans and Advances of entire IFIC was given. Rather than the figures relating to Federation Branch only has been used. Collecting all data of allocated loans of entire IFIC was impossible being attached with a branch.

· For the Organizational part, almost no financial information for the year 2009 were available, in some cases only un-audited information could be collected.
· Any Credit & Risk Policy is the Internal & Confidential matter to every bank. So only the most important Parts and Provisions of policy related to selected schemes, loans and advances were focused.

1.6 Rationale of the Study:

In this 21st century Banks are the life-blood of modern economy irrespective of its size & pattern. Banks are established to earn profit and help economic and financial activities so as to help economic development of a county. In such a context, the main business of Banking is to take deposits from customers and sanction credit to the borrowers. In performing multidimensional activities like borrowing and lending of money, the world of banking is under going a transformation. Beside banks are direct agents to create opportunities for the development of a country and also provide large scale of employment opportunities. Banks are the most important functionary of financial system of a country and IFIC Bank Limited is one of them. It plays a dynamic role in the economic development of a nation through of saving and allocation of credit to privates and industrial sectors. It diverts and employs the funds in such avenues which are aimed to develop a country’s economy. 

1.7 Scope of the Study:

Banking Sector is a robust and sensitive area. A Bank has different products, different services and different customers. Different departments of a Bank perform different activities. However, scope of the study is limited within a specific area of an organization that is IFIC Bank Limited.

 Again it was prepared on the basis of data and information gathered from Federation Branch. So this study says only about the activities of the IFIC Bank Limited Federation  Branch in the light of IFIC as a whole. This study covers only various parts and provisions of IFIC SME Credit Policy and Practice as a sample of private commercial bans in Bangladesh.
1.8 Background of IFIC Bank Limited:
IFIC Bank (International Finance, Investment and Commerce Bank Limited) originally named as International Finance and Investment Company, was formed in October 1976. It obtained certificate of commencement on 28 February 1977 as an investment banking company. The company was established mainly to carry out banking and other financial business outside Bangladesh (especially in the oil-rich Middle-Eastern countries) either singly or in collaboration with other companies, banks and financial institutions. bangladesh bank allowed IFIC to transform itself into a banking company and accordingly, it was renamed and after completion of required legal formalities, it started full-fledged commercial banking operations on 24 June 1983.
Initially, the bank's authorised capital was Tk 100 million divided into 1 million ordinary shares of Tk 100 each. The paid up capital was Tk 71.5 million, which rose to Tk 80 million in 1986. 60% of the shares of the company were A-class ordinary shares owned by its sponsors and members of the general public. The remaining 40%, grouped as B-class ordinary shares, were held by the government of Bangladesh. On 31 December 2000, the authorised and paid up capital, after being enhanced several times, stood at Tk 500 million and 279.35 million respectively. On that date, total shareholders equity of the bank was Tk 1,120.48 million and its reserve funds totaled Tk 648.20 million, which comprised statutory reserves (Tk 378.48 million) and general reserve and retained surplus (Tk 269.72 million). The bank is listed with Dhaka and Chittagong stock exchanges. 

IFIC conducts all types of commercial and investment banking functions. Deposits with the bank in 1984 were Tk 863.40 million and they rose to Tk 6,594 million in 1990, and to Tk 15,505.87 million in 2000. The bank follows flexible interest rate policy and the interest rates offered by it on its deposits since 1 May 1998 varied between 7.5% and 10.5%.

Total lending of the bank had increased from Tk 576.51 million in 1984 to Tk 16,233.79 million in 2000. Interest charged by the bank on its lending varied between 10% and 16.5% depending on area of lending and maturity. Insider lending (loans to directors) of the bank accounted for 18% of its total loans and advances as on 31 December 2000. On the same date, the bank's non-performing (classified) loans stood at Tk 6,130.8 million (37.77% of total loans and advances).

In December 2000, the total investment of the bank other than loans and advances accounted for Tk 3,375.43 million and the investment portfolio comprised government treasury bills, prize bonds, and shares and debentures of local and foreign companies. Foreign Exchange business of the bank during the year 2000 stood at Tk 36,500 million, which included export financing (Tk 16,546 million) and import servicing (Tk 15,886 million). 

Total assets of the bank excluding off-balance-sheet items were valued at Tk 24,918.96 million in 2000, when the value of off-balance-sheet assets was Tk 8,048.2 million. In the same year, the bank earned a net profit (after tax and provisions) of Tk 192.93 million. Profitability of IFIC was seriously affected by the compulsory retaining of a huge amount of provision for classified loans and the transfer of accrued interest on non-performing loans to suspense account.

Overall management of the bank is vested in a 13-member board of directors with the managing director as the chief executive. In December 2000, the bank had a total of 1,659 employees and 54 branches including two overseas.

International Finance Investment and Commerce Bank Limited (IFIC Bank) is a banking company incorporated in the People’s Republic of Bangladesh with limited liability. It was set up at the instance of the Government in 1976 as a joint venture between the Government of Bangladesh and sponsors in the private sector with the objective of working as a finance company within the country and setting up joint venture banks/financial institutions abroad. The Government held 49 per cent shares and the rest 51 per cent were held by the sponsors and general public. In 1983 when the Government allowed banks in the private sector, IFIC was converted into a full-fledged commercial bank. The Government of the People’s Republic of Bangladesh now holds 35% of the share capital of the Bank. Leading industrialists of the country having vast experience in the field of trade and commerce own 34% of the share capital and the rest is held by the general public.


	1.9.4 Central Accounts Division:
Finance and Accounts division task is to maintain daily liquidity positions, treasury bills, call money, debentures, placement of funds etc. Monthly-accrued interest calculation of all interests bearing accounts, inter-branch calculation for Head Office, amortization of all fixed and other assets. It prepares statement of accounts and profit and loss account for the bank. Weekly deposit and advance analysis and Cost of fund analysis are the two major functions done by this department.
1.9.5 Information Technology Division:
Since the beginning of its journey as a commercial bank in 1983, IFIC Bank has been giving great emphasis on the adoption of modern technology. It became the pioneer in the field of automation by introducing computerized branch banking right in the same year. Subsequently, all the branches were brought under similar automated platforms with upgraded software applications to offer all the critical banking features. At present all 65 domestic branches are fully computerized under networked environment. 

The Bank has taken up a new project with Misys International Banking System Inc. (UK) to further upgrade its banking operation to state-of-art world class on-line banking solutions to provide faster and even more convenient centralized services to the clients.

Besides, the Bank is also operating fully on-line Automated Teller Machine (ATM) services under the banner Q-Cash at a number of locations in Dhaka and Chittagong. The ATM facilities are available to the customers at Q-Cash booth.

Since the importance of Web presence in the Internet is absolutely critical, IFIC Web Site www.ificbankbd.com has long been launched for the convenience of the customers, where all the activities and information are constantly being posted and updated. A Central Mailing System is operational at the Head Office to let the customers have direct electronic access to the selected staff.

Previously, IFIC Bank had a very low level of automation. There was hardly any PC in the whole Bank before 2001. But when the new management took over in 2001, they gave huge emphasis on computerizing the bank's operations. After 2 years, almost all the operations in the bank are now automated. The Bank is also shifting to a new IT platform, which aims at maintaining, operating and strengthening the technology base of the bank to enable error free production of information that ensures ongoing efficiency and profitability of operation, A world class banking software called Flex Cube has been installed which will centralize operations and provide Online Banking, Internet Banking, Automated Teller Machine, Telephone Banking, Point of sale dispenser, Credit Card facility etc. Last November, 05 Introduced New software called PC Bank 2000.

1.9.6 International Division:
International Division is responsible for assisting the authorized branches to deal in foreign trades, that is, import and export businesses on account of the customers of the bank by giving approval for transactions and controlling them at various stages. It deals with all correspondents of foreign banks having arrangement with the bank. Every year new agents are added. The larger the number of correspondents and the wider the coverage area, the richer will be the international connections of the bank.
Joint Ventures Abroad 
Bank of Maldives Limited

IFIC is the first among the banks in the private sector to have operations abroad. In 1983, the Bank set up a joint venture bank in Maldives known as 'Bank of Maldives Limited' (BML) at the request of the Government of the Republic of Maldives. This is the only national bank in that country having branches throughout that country. IFIC Bank managed the affairs of BML from 1983 to 1992. IFIC Bank sold its shares in 1992 to the Government of the Republic of Maldives and handed over the Management of BML to Maldives Government. 

NIB Bank Ltd., Pakistan: 

IFIC Bank had two branches in Pakistan, one in Karachi and the other in Lahore. Karachi Branch was opened on 26th April 1987, while Lahore Branch was opened on 23rd December 1993.

To meet the Minimum Capital Requirement (MCR) of the State Bank of Pakistan, the Overseas Branches in Pakistan have been amalgamated with a reputed leasing company in Pakistan named National Development Leasing Corporation Ltd. Therefore, the existence of our above Overseas Branches has ceased w.e.f. 2nd October 2003 and a new joint venture bank entitled NDLC - IFIC Bank Ltd. emerged in Pakistan w.e.f. 3rd October 2003. The Bank was subsequently renamed as NIB Bank Ltd. IFIC Bank presently holds 7.31% equity in the Bank. 

Nepal Bangladesh Bank Ltd. (NB Bank) 

Nepal Bangladesh Bank Ltd. (NB Bank), a joint venture commercial bank between IFIC Bank Ltd. and Nepal nationals, started operation with effect from June 06, 1994 in Nepal with 50% equity from IFIC Bank Ltd. 

The Bank has so far opened 17 (seventeen) branches at different important locations in Nepal. IFIC Bank presently holds 25% shares in NB Bank. 

Nepal Bangladesh Finance & Leasing Limited (NB Finance): 

Nepal Bangladesh Finance & Leasing Co. Ltd. (subsequently renamed as Nepal Bangladesh Finance & Leasing Ltd.), another joint venture leasing company between IFIC Bank Ltd. and Nepali Nationals, started its operation on April 18, 1999 in Nepal. IFIC Bank presently holds 15% share in the company. 

Oman International Exchange LLC (OIE) 

Oman International Exchange LLC (OIE), a joint venture between IFIC Bank Limited and Oman nationals, was established in 1985 to facilitate remittance by Bangladeshi wage earners in Oman. IFIC Bank holds 25% shares, and the balance 75% is held by the Omani sponsors. The exchange company has a network of 10 branches covering all the major cities/towns of Oman. The operations of the branches are fully computerized having online system. 

The affairs and business of the company is run and managed by the Bank under a Management Contract. 
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Correspondent Banks 
Country
Correspondent
Swift Address
Currency
 U.S.A

 Standard Charted Bank, New York

 SCBL US 33

 US DOLLAR

 U.S.A

 Mashreq Bank psc. New York

 MSHQ US 33

 US DOLLAR

 U.S.A

 HSBC Bank USA, New York

 MRMD US 33

 US DOLLAR

 U.S.A

 American Express Bank Ltd. New York

 AEIB US 33

 US DOLLAR

 HONG KONG

 Mashreq Bank psc. Hong Kong

 MSHQHKHH

 US DOLLAR

 U.K

 Standard Charted Bank, London

 SCBL GB 2L

 US DOLLAR

 U.S.A

 City Bank N.A., New York

 CITIUS 33

 US DOLLAR

 U.S.A

 J.P. Morgan Chase Bank N.A., New York

 CHAS US 33

 US DOLLAR

 U.K.

 Standard Chartered Bank, London

 SCBL GB 2L

 GB POUND

 U.K.

 H.S.B.C. Bank plc, London

 MIDL GB22

 GB POUND

 SWITZERLAND

 UBS AG., Zurich

 UBSW CH ZH

 SWISS FRANC

 JAPAN

 Bank of Tokyo-Mitsubishi, Tokyo

 BOTKJPJT

 JAPANESE YEN

 GERMANY

 Hypovereins Bank AG, Munich

 HYVE DE MM

 EURO

 GERMANY

 Commerz Bank AG, Frankfurt

 COBADEFF

 EURO

 GERMANY

 JP Morgan Chase Bank AG, Frankfurt

 CHAS DE FX

 EURO

 CANADA

 HSBC Bank Canada, Toronto

 HKBCCATT

 CANADIAN DOLLAR

 INDIA

 Sonali Bank, Kolkata

 BSONINCC

 ACU DOLLAR

 INDIA

 State Bank of India, Kolkata

 SBIN IN BB 106

 ACU DOLLAR

 INDIA

 Standard Chartered Bank, Kolkata

 SCBL IN BB CAL

 ACU DOLLAR

 INDIA

 American Express Bank Ltd., Kolkata

 AEIB IN DX CAL

 ACU DOLLAR

 INDIA

 Arab Bangladesh Bank Ltd., Mumbai

 ABBL IN BB

 ACU DOLLAR

 INDIA

 The Hongkong & Shanghai Banking Corporation, Mumbai

 HSBC IN BB

 ACU DOLLAR

 INDIA

 ICICI Bank Ltd., Kolkata

 ICICINBBCTS

 ACU DOLLAR

 SRILANKA

 Nations Trust Bank Ltd., Colombo

 NTBC LK LX

 ACU DOLLAR

 NEPAL

 Nepal Bangladesh Bank Ltd. Kathmandu

 NPBBNPKA

 ACU DOLLAR

 BHUTAN

 Bank of Bhutan, Phuentosoling

 BHUBBTBT

 ACU DOLLAR

 PAKISTAN

 NIB Bank Ltd., Karachi

 NIBPPKKA

 ACU DOLLAR

 AUSTRALIA

 J.P.Morgan Chase Bank, Sydney

 CHAS AU 2X

 AUSTRALIAN DOLLAR

 AUSTRALIA

 HSBC Bank Australia Ltd., Sydney

 HKBA AU 2X

 AUSTRALIAN DOLLAR

1.9.7 Marketing Division:
The main function of this division is to build relationship with the potential customers and strengthen the relationship with the existing customer. To inform and explain the potential customer about the facilities provided by the bank and searching for new area of business and collect information about the potential sector as well as to prepare strategy for getting competitive advantage. 
1.9.8 Training and Development Division:
The main function of this division is to prepare the employee of the bank as competent and quality workforce. The function of this division is s follows:

· Arrange training and orientation program for the fresh bankers.

· Provide specific training program for the employee to make them more professional.

1.9.9 Research and Development Division:
Excellence in banking operation depends largely on a well-equipped and efficient Research and Development Division. Such activities require the investment of substantial money and a set of highly qualified personnel with multidisciplinary background. Although it is not possible at this stage to undertake R&D activities similar to those of the banks in the developed countries, IFIC Bank has established a core Research and Planning Division comprising skilled persons from the very inception of the Bank.

1.9.10 Risk Management 

In view of the global recognition towards need of an effective risk management and control systems in financial sector, IFIC Bank being cognizant of the importance of the subject, has prepared and implemented the following policy guidelines on Risk Management:

      • Credit Risk Management
      • Asset Liability Management
      • Foreign Exchange Risk Management
      • Internal Control & Compliance
      • Prevention of Money Laundering
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Key Figures - 2005 


Employees : 2003
Customers : 200,000
Branches : 65
Affiliates : 4

In million 
USD
Taka
Total Assets

431.44

30,201.05

Total Capital

25.06

1,754.41

Market Capitalization

33.25

2,327.82

Earning per share

20.24
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Financial Highlights 

Figure in million

Sl.
Description
2005
2004
2003
Taka
USD
Taka
USD
Taka
USD
1

Authorized Capital

500.00

7.14

500.00

8.14

500.00

8.47

2

Paid up Capital

406.44

5.80

406.39

6.61

406.39

6.89

3

Tier-I Capital

1,269.18

18.13

1,186.93

19.32

1,115.02

18.90

4

Tier-II Capital

485.23

6.93

421.87

6.87

421.87

7.15

5

Total Capital

1,754.41

25.06

1,608.80

26.18

1,536.89

26.05

6

Total Deposit

22,505.17

321.50

20,774.49

338.07

19,799.33

335.58

7

Total Loans & Advances

21,694.90

309.92

21,280.88

346.31

20,450.90

346.63

8

Investment

2,971.47

42.44

2,666.29

43.39

2,406.27

40.78

9

Total Asset

30,201.05

431.44

28,575.83

465.03

27,101.27

459.34

10

Import Business

26,629.45

408.94

24,810.12

403.74

25,412.20

430.72

11

Export Business

33,698.27

528.61

29,513.90

480.29

27,557.30

467.07

12

Remittance

4,744.94

89.03

4,297.79

69.94

3,344.00

56.68

13

Guarantee Business

2,481.40

35.45

550.56

8.96

2,206.43

37.40

14

Total Income

2,672.20

38.17

2,687.02

43.73

2,543.83

43.12

15

Total Expenditure

2,122.66

30.32

1,986.77

32.33

1,921.75

32.57

16

Operating Profit

549.54

7.85

700.25

11.40

622.08

10.54

17

Credit Deposit Ratio

96.40%

-

102.44%

-

103.29%

-

18

Return on Asset

0.27%

-

0.25%

-

0.24%

-

19

Return on Equity

6.04%

-

5.92%

-

5.63%

-




1.10 Products:

Auto loan:

Rolls Royce, Ferrari or a Cadillac that's for one born with good luck. For the one's who dream to make their own luck. Come to IFIC for your desired Car. We will make it come true whether it's a Maruti or a Mercedes. 

Getting the Loan: / How can you get the Loan?
If you are an adult employed person and have an account with us then you can easily apply for the AUTO LOAN. 

Loan Size: / How much Loan can you get?
  Maximum Tk.15 lac *.

Loan Period: / What is the period to repay your Loan?
  12-60 months.

Processing
  Quick Processing Immediately.
  Least Formalities.

	Consumer Loan:


Life is complex as it is. IFIC makes your life-style easy and comfortable with the Consumer Durable Loan. So avail the easy facility offer.

Getting the Loan: / How can you get the Loan?
If you are an adult and employed person and have an account with IFIC, then you are eligible to apply for the loan. 

Loan Size: / How much Loan you can get?
 Maximum Tk.1 Lac.

Loan Period: / What is the period to repay your Loan?
 12-36 months.
Processing
 Quick Processing Immediately.
 Least Formalities.

	Easy Loan:


No limits for personal needs, needs are endless. Our EASY LOAN is to serve your personal financial needs. Just walk-in to any of IFIC's branch and avail your EASY LOAN.

Getting the Loan: / How can you get the Loan?
If you are an adult person and have an account with us then you can easily apply for the EASY LOAN.

Loan Size: / How much Loan can you get?
 Maximum 95% of the face value of FDR.
 Maximum 100% * of the MIS amount.
 Maximum 100% of the principal amount of PSS.

Loan Period: / What is the period to repay your Loan?
 12-36 months.

Processing
 Quick Processing Immediately.
 Least Formalities.

	Porua Loan:

A good education is the foundation for a successful life. IFIC is offering the opportunity to students to pursue higher education opportunity with the loan facility.

Getting the Loan: / How can you get the Loan?
If you are an adult employed person and have an account with IFIC, then you are eligible to apply for the loan. 

Loan Size: / How much Loan you can get?
 Maximum Tk.8 Lac*

Loan Period: / What is the period to repay your Loan?
 12-48 months

Processing
 Quick Processing Immediately.
 Least Formalities.




	Flexi Loan:


The demands and uncertainties of life getting you down? Here is the answer. Come avail yourself IFIC's Flexi Loan, to turn the uncertainties of life to a certainty you can control.

Getting the Loan: / How can you get the Loan?
If you are an adult Bangladeshi employed by the Govt/Autonomous body/ Bank/ MNC/ NGO or any other kind of employed person with at least monthly Tk. 10,000 salary then you are eligible for the Flexi Loan.

FLEXI LOAN for 
a. Marriage expense for sons and daughters.
b. Holiday expenses for self and family members.
c. Emergency medical needs.
d. CNG conversion for car.
e. Home renovation / any other purpose

Loan Size: / How much Loan can you get?
 Maximum Tk.3 lac* .

Loan Period: / What is the period to repay your Loan?
 12-36 months.

Processing
 Quick Processing Immediately.
 Least Formalities.
	Thikana Loan:

	A man's home is just not his castle, it's more than an asset, it's an investment for his future generation. IFIC's Thikana Loan helping you find your ADDRESS. Your life's Satisfaction First. 

Getting the Loan: / How can you get the Loan?
If you are an adult employed person and have an account with IFIC, then you are eligible to apply for the loan.

Loan Size: / How much Loan you can get?
 Maximum Tk. 75 Lac.

Loan Period: / What is the period to repay your Loan?
 Maximum 15 years.

Processing
 Quick Processing Immediately.
 Least Formalities.
Possession Loan:

	For those people running a successful business from rented premises, IFIC BANK is there to finance you for POSSESSION LOAN. So your business can have its own Permanent Address.

Getting the Loan: / How can you get the Loan?
If you are a Bangladeshi entrepreneur with only 2 years of successful business record & having a valid trade license and also have an account with IFIC, then you are eligible to apply for this loan.

Loan Size: / How much Loan you can get?
 Maximum Tk. 5 Lac.

Loan Period: / What is the period to repay your Loan?
 Maximum 65 years on the date of maturity of the loan.

Processing
 Quick Processing Immediately.
 Least Formalities.
Pehajibi Loan:



Whether you are a Doctor/ Engineer/ IT professional/ Management Consultant or any other professional come find out about IFIC's advancement Peshajeebi Loan that lays the foundation for your career elevation. IFIC works for your professional Satisfaction.

Getting the Loan: / How can you get the Loan?
If you are an adult employed person and have an account with us then you can easily apply for the PESHAJEEBI LOAN. 

Loan Size: / How much Loan can you get?
 Maximum Tk.5 lac*. 

Loan Period: / What is the period to repay your Loan?
 12-36 months. 

Processing
 Quick Processing Immediately.
 Least Formalities.
	Retail Loan:


To the small entrepreneurs who know their trade yet feel frustrated by the lack of money to get a bigger share in the marketplace. IFIC BANK understands their problem and believes that financial support at the right time can take them to (their desired) right place. 


Getting the Loan: / How can you get the Loan?
If you are a Bangladeshi entrepreneur with min of 2 years of successful business record, have a valid trade license and have an account with IFIC, then you are eligible to apply for this loan. 

Loan Size: / How much Loan you can get?      Maximum Tk.1 Lac. 

Loan Period: / What is the period to repay your Loan? 
 Maximum 2 years. 

Processing
 Quick Processing Immediately.       Least Formalities.
Pension Savings Scheme:
Empower yourself for a secure and prosperous future with IFIC PSS. Partnership for a prosperous and secure future.

Features:
 Under this Scheme you can open a deposit scheme for Tk.500, Tk.1000, Tk.2000 and Tk.5000 per month for 3 or 5 years whichever suits you.
 You can make the deposit within 10th of each month (In case of holiday the next working day).
 You can get Loan up to 80% of the deposited amount
 You can receive the entire deposit amount with interest at one go or receive a pension on a monthly basis at a desirable amount of your monthly installments.
 For your clarity a Table of Deposit Scheme and after Maturity Payable Amount is given below:
Monthly Installment
3 Years Scheme

5 Years Scheme


Tk.500
   

Tk.20322


Tk.36266


Tk.1000
   

Tk.40645


Tk.72532


Tk.2000
   

Tk.81290


Tk.145064


Tk.5000
   

Tk.203225


Tk.362661

Extra Benefits:
 If you fail to deposit monthly installments continuously for 3 consecutive months your account will become automatically inoperative. But, it can be revalidated on the 4th month on receiving all outstanding installments along with a written application. You will be given two(2) opportunities during the 3 years scheme and three(3) opportunities during the 5 years scheme to avail this option.
 You can pay installments by transferring from your CD/SB account maintained with the concerned branch. 
 Installments may also be paid in advance.
 You can close the account at any time by a written application*. 
 Monthly installments to PSS will qualify as investments in yearly Income Tax return.

Rules and Regulations:
 The applicant has to be +18 years of age.
 On failure of 4th consecutive monthly installment the account will be fully closed automatically.
 * If the applicant want to close the account before maturity the following rules will be followed:
a) have to pay Tk.200 as service charge
b) If the account is closed within one year, only principal amount will be paid.
c) If the account is closed after one year, only principal amount along with interest at saving rate/PSS rate (whichever is lower) prevailing on the date of closure of the account will be paid.
* RATES OF INTEREST 
Name of the Bank : IFIC Bank Limited
Statement of Revised rates of interest
(Per annum percentage)
Date: 02.06.2009
	Deposit Rate

	Saving Deposit
	Fixed/ Term Deposits

	
	3 Months & above but less than 6 months
	6 Months & above but less than 1 year
	1 Year & above but less than 2 years
	2 Years & above but less than 3 years
	3 Years & above
	Effective date

	1
	2
	3
	4
	5
	6
	7

	5.50
	9.00
	9.25 
	9.50 
	-
	0.00
	27/05/2009


	Lending Rate (Mid-rate)
	Effective date

	 
	 
	 
	Working Capital Industrial Loan
	 
	 
	 
	 
	 
	 
	 
	

	Agriculture
	Large & Medium Industry (Terms Loan)
	Small Scale Industry (Terms Loan)
	Large & Medium Industrial Loan (Working Capital)
	Small Scale Industrial Loan (Working Capital)
	Exports
	Commercial Lending
	Housing Loan (Urban-Com.,Urban-Res. & Rural)
	Consumer Credit Scheme
	Credit Card
	Lending to non-Banking Financila Institutions (NBFIs)
	Others
	

	1
	2
	3
	4(Ka)
	4(Kha)
	5
	6
	7
	8
	9
	10
	11
	12

	13.00
	13.00
	14.50
	13.00
	15.50
	7.00
	13.00
	13.00,15.00 & 15.00
	13.00,15.00,15.50 & 16.50
	2 (Per month)
	14.75
	14.75
	27/05/2009

	
	


1.11 Types of Credit Cards
	IFIC Bank VISA Credit Cards are issued in two types namely Gold and Classic for both local and international use. The Local Cards can be used at any ATM displaying VISA Logo for withdrawal of cash and at any POS displaying VISA Logo for purchase of goods & services within Bangladesh whereas the International Cards can be used at any ATM and POS displaying VISA logo anywhere in the world. International credit card is a dual currency card and as such you can use the same plastic at home & abroad. Classic cards are for lower limits and less costly. 

	


Maximum Interest Free Period
	IFIC credit cardholders can enjoy 20 to 50 days interest free period depending on the date of transaction and the date of statement generation. Therefore, you can make your schedule of spending & payment at your convenience. Interest free period will not be allowed for cash advance.

	


Flexibility in Repayment
	You can repay any amount not less than the minimum payment due within the due date and keep your account regular to enjoy revolving credit facility.

	


Low Interest Rate
	You can enjoy credit facility at lower interest rate of 2% per month.

	


Maximum Cash Withdrawal
	You can enjoy cash withdrawal facility up to 60% of your credit limit through ATMs. You can enjoy up to 100% of your credit limit through Bank POS from any branch of IFIC Bank Limited.


Free Supplementary Card
	First two supplementary cards are free. You can select any two from your near & dear persons and give them supplementary credit cards. They can also enjoy and share your credit limit. You can also allow specific limits for them within your credit limit.


Calculation of Interest
	No interest will be calculated on the amount other than cash advance if the total billing amount is paid within the payment due date. In case of part payment or no payment, interest @2% per month will be applied from the date of transaction on daily product basis until the outstanding balance is fully paid.

	


Minimum Documents Required
	Filled-in Application Form, 2(two) copies of photograph, copy of TIN Certificate, Salary Certificate/Pay Slip (for Service Holder), Bank Account Statement ( for Businessman/Self Employed Persons) Copy of Passport (for International Card)and Photocopy of National ID. Other documents may be required for assessment of individual credit worthiness.

	


Submission of Application
	Filled-in Application Form along with other required documents may be submitted directly to the Card Division of Head Office or to any branch of IFIC Bank Limited.


	


IFIC discourages the persons who are inclined to get loan for their urgent purpose. Mode of disbursement, charge documents etc. creates bottleneck in loan approval process. Head office takes so longer time in processing and approval of corporate loan. The total sanctioning process event takes month after month to give the final decision. IFIC does not sanction loan to all sectors equally as they require, rather it concentrates its loan and advances within some limited fields and category. It has Credit Card facilities, but ATM booths are located only in some commercial hubs in the city. Again the terms and conditions of the credit card are not changes with the changing environment. That’s why ATM card holders most often don’t take credit card facilities even in some cases employee of IFIC use other banks’ credit card. Consumer credit schemes (CCS) are more popular and required things among the people of various classes, but the effective rate of interest is very high. And the terms and conditions of CCS loan are also very inconvenient and discourage people. Loan sanctioning and disbursement procedure are not so easy and flexible being considered the requirements of different classes of people. Sector wise loans in agro based industries and firms, leather technology can be convenient and flexible for the receiver. Loan facility parameter should be expanded so that all the people can get loan according to their needs. Average cost of fund is very high. On the contrary Business Power for sanctioning loans and advances at branch level is negligible.

	
	


Part-A

2.1 Concept of SME Finance

SME finance is the funding of small and medium sized enterprises and represents a major function of the general business finance market – in which capital is supplied, acquired, and costed / priced for firms. Capital is supplied through the business finance market in the form of bank loans and overdrafts; leasing and hire-purchase arrangements; equity / corporate bond issues; venture capital or private equity; and asset-based finance such as factoring and invoice discounting. However, it should be noted that not all business finance is external / commercially supplied through the market. Much finance is internally generated by business out of their own earnings and/or supplied informally as trade credit (i.e., delays in paying for purchases of goods and services). 

2.2 Importance
The economic and social importance of the small and medium enterprise (SME) sector is well recognized in academic and policy literature. It is also recognized that these actors in the economy may be underserved, especially in terms of finance. This has led to significant debate on the best methods to serve this sector. There have been numerous schemes and programmes in markedly different economic environments. However, there are a number of distinctive recurring approaches to SME finance. Collateral based lending offered by traditional banks and finance companies is usually made up of a combination of asset-based finance, contribution based finance, and factoring based finance, using reliable debtors or contracts. Information based financing is especially associated with venture capital*. 
Gap
A substantial portion of the SME sector may not have the security required for conventional collateral based bank landing, nor high enough returns to attract formal venture capitalists and other risk investors. In addition, markets may be characterized by deficient information (limiting the effectiveness of financial statement-based leading and credit scoring). This has led to claims of an “SME finance gap” – particularly in emerging economies. The SMEs that fall into this category have been defined as Small Growing Businesses (SGBs) at a workshop in Geneva in July 2008, hosted by The Network for Governance, Entrepreneurship & Development (GE&D). There have been at least two distinctive approaches to try to overcome the so-called SME finance gap. 

The first has been to broaden the collateral based approach by encouraging bank lenders to finance SMEs with insufficient collateral. This might be done through an external party providing the collateral or guarantees required. Unfortunately, to the extent that the schemes concerned run counter to basic free market principles they tend to be unsustainable. This sector is increasingly called Meso-finance sector**. However, there is no evidence of any significant structural barriers to the supply of bank or private equity finance to suitable SME applicants on mutually satisfactory terms and conditions in contemporary Britain. The main obstacles to funding here appear to be on the demand rather than the supply side of the business finance market – mainly in the form of lack of satisfactory business plans, accounting and other information; inadequate assets for use as security; and insufficiently high levels of profitability, gearing, liquidity, stability, and other business-financeal performance criteria on the part of funding applicants. Thus, the second approach has been to broaden the viability based approach. Since the viability based approach is concerned with the business itself, the aim has been to provided better general business development assistance to reduce risk and increase returns. This often entails a detailed review and assistance with the business plan. 

A common aim or feature of the viability based approach is the provision of appropriate finance that is tailored to the cash flows of the SME. Although the returns generated by this approach in less developend countries may not be attractive to venture capitalists, they can be significantly better than conventional collateral based lending – whilst at the same time being less risky than the typical venture capitalist business. Thus, a new, distinct asset class, offering a new avenue for diversification, is available to investors. With higher profitability than traditional SME finance and lower risk than traditional venture capital, this sector has been named the “Growth finance sector”. 

In the past, a significant obstacle to applying this approach in less developed countries has been getting the information required to assess viability plus the costs of transferring and providing business development assistance. However, in the last several years improve information and communications technology have made the process easier and cheaper. As technology and information sharing etc. continue to improve, the approach could become significantly more cost-effective and attractive to established financiers with viability based approaches and to consultants providing business development assistance to SMEs in other, more mainstream areas. Some investors have promoted this approach as a means of achieving wider social benefits, while others have been interested in developing it largely in order to generate better financial-economic returns for shareholders, investors, employees, and clients. A new organization, Aspen Network for Development Entrepreneurs (ANDE) has been created to bring the growth finance stakeholders together, with the view to evolve into an association serving the sector, similar to venture capital or microfinance associations do. They have declared their target audience to be Small Growing Business. 

The management of business lending
The effective management of lending to SMEs can contribute significantly to the overall growth and profitability of banks. There has been considerable research and analysis into the methods by which banks assess and monitor business loans, manage business financing risks, and price their products – and how these methods might be further developed and improved. There has been particularly intensive scrutiny of the kinds of business financial information that banks use in making lending decisions nad how reliable that information actually is. 

Banks have traditionally relied on a combination of documentary sources of information, interviews and visits, and the personal knowledge and expertise of managers in assessing and monitoring business loans. However, when assessing comparatively small and straightforward business credit applications banks may largely rely on standardized credit scoring techniques (quantifying such things as the characteristics, assets, and cash flows of businesses / owners). Using such techniques – and also centralizing or regionalizing business-banking operations generally – can significantly reduce processing costs. Standardized computer-based assessment may also be more accurate and fairer than reliance on the personal judgments of local bank managers. As a result, banks may ow be able to offer more loans, faster and in larger amounts, and reduce previously high security requirements. However, business lending as a whole is substantially more diverse and complex than (say) personal and residential mortgage lending. This coupled with the large size and inherently risky nature of many business loans tends to limit the scope and desirability of computerized credit scoring in assessment and monitoring. 

· Venture capital  is a type of private equity capital provided to early-stage. High-potential, growth companies in the interest of generating a return through an eventual realization event such as an IPO or trade sale of the company. Venture capital investments are generally made as cash in exchange for shares in the invested company. Venture capital typically comes from institutional investors and high net worth individuals and is pooled together by dedicated investment firms. Venture capital is most attractive for new companies with limited operation history that are too small to raise capital in the public markets and are too immature to secure a bank loan or complete a debt offering. In exchange for the high risk that venture capitalists assume by investing in smaller and less mature companies, venture capitalists usually get significant control over company decisions, in addition to a significant portion of the company’s ownership (and consequently value). 

** Meso Finance is an unofficial term for financial needs of small businesses ranging between € 5,000 and € 5,00,000. That is roughly the financial needs above the microfinance level and below the commercial and subsidized international finance level. The ultimate objective of promoting meso finance in developing countries is to improve small business performance. This in turn will influence higher economic growth and employment reduce poverty and meet social development objectives. Meso Finance is only one means to these ends. Access to meso finance requires many ingredients, such as a policy environment conducive to enterprise competitiveness, access to financial and non-financial services, and expanding markets for small business products and services. 

Small and miedum enterprises : Defination differs across the world.
Small and medium enterprises (also SMEs, small and medium businesses, SMBs, and variations thereof) are companies whose headcount or turnover falls below certain limits. The abbreviation SME occurs commonly in the European Union and in international organizations, such as the World Bank, the United nations and the WTO. The term small and medium-sized businesses or SMBs is predominantly used in the USA. 

EU Member States traditionally had their own definition of what constitutes and SME, for example the traditional definition in Germany had a limit of 250 employees, while, for example, in Belgium it could have been 100. But now the EU ha started to standardize the concept. Its current definition categorizes companies with fewer than 50 employees as “small”, and those with fewer than 250 as “Medium”. By contrast, in the United States, when small business is defined by the number of employees, it often refers to those with fewer than 100 employees, while medium-sized business often refers to those with fewer than 500 employees. Both US and EU generally use the small threshold of fewer than 10 employees for small offices. 

In most economies, smaller enterprises are much greater in number. In the EU, SMEs comprise approximately 99% of all firms and employ between them about 65 million people. In many sectors, SMEs are also responsible for driving innovation and competition. Globally SMEs account for 99% of business numbers and 40% to 50% of GDP. 

In India, the Micro and Small Enterprises (MSEs) sector plays a pivotal role in the overall industrial economy of the country. It is estimated that in terms of value, the sector accounts for about 39% of the manufacturing output and around 33% of the total export of the country. Further, in recent years the MSE sector has consistently registered higher growth rate compared to the overall industrial sector. The major advantage of the sector employs and estimated 31 million persons spread over 12.8 million enterprises and the labour intensity in the MSE sector is estimated to be almost 4 times higher than the large enterprises. 

In South Africa the term SMME, for Small, Medium and Micro Enterprises, is used. Elsewhere in Africa, MSME is used, for Micro, Small and Medium Enterprises. Size thresholds very from country to country. The lack of a universal size definition makes business studies and market research more difficult. 
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2.3 DEFINATION OF LARGE, MEDIUM AND SMALL ENTERPRISES
According to Industrial Policy 1999 Large, Medium and Small enterprises categorizes are as follows : 

Size of Industry

Employees


Fixed Capital 

Large



100 or more


Over Tk. 300 Million 

Medium 


Between 50 and 99

Between Tk. 100-300 million 

Small 



Fewer than 50


Less than Tk. 100 million. 

N.B. Cottage Industry covering household based units excluded from the above categories. 

Bangladesh Bureau of Statistics (BBS, defines enterprises having 10-49 workers as Medium Industries while those having 50 or more workers are identified as “Large” industries. The rest of the industrial enterprises including cottage industries are grouped under the “Small” category. 

	According to the new definition of small and medium enterprises of Bangladesh bank 2008; *

	Sector
	Small Enterprises
	Medium Enterprises

	Service and Trade (Except PLC)
	a) Totla assets at cost excluding land & building ranges from Tk. 50,000 to 50 lac

b) Maximum bumber of employees is : 25

c) Both together 
	a) Total assets at cost excluding land building ranges from 50 lacs to 10 crore. 

b) Maximum number of employees is : 50

c) Both together. 

	Manufacturing (Except PLC)
	a) Total assets at cost excluding land and building ranges from Tk. 50,000 to 1.5 crore

b) Maximum number of employees is : 50

c) Both together
	a) Total assets at cost excluding land building ranges from 1.5 crore to 20 crore. 

b) Maximum number of employees is : 150

c) Both together. 

	* CRM Circular no HO/CRM/26572 dated June 18, 2008, followed by BB circular ACSPD No- 08 dated May 05, 2008. 


2.4 CHALLENGES OF SME

1. Mindset due to Historical Habit of Business People of having continuous loan where as SME loan basically is term financing repaid by installment

2. Provision as per Bangladesh Bank Policy rate (2%)than corporate &commercial lending 1%

3. Being supervisory credit requires more manpower 

4. Bangladesh Bank re-finance prioritize Manufacturing &Service Sector allowing almost 100% re-finance &trading sector hardly gets 20%rfinance though reading sector constitutes more than 80% of  total SME portfolio 

5. Service & & Mfg. Sectors important for economic development hence re-finance more emphasized on these sectors but the SME in these sectors in our country shows weakness:

a) Marketing of  SME products cannot cope with large industry’s products enjoying strong network & puce competitiveness due to be lower due to lesser technical knowledge of workers

6. Protection of Infant industries: our SMEs in industrial sector lank such protection from Govt

Extension of credit facility is a necessary condition to boost SME but not sufficient condition. The other factors of sufficient condition are 

1.Promotion, 2. Facilitation 3. Marketing supports (Access to Market) & 4. Protection of infant Industry 5. Mindset of Bankers to earn more profit quickly though Corporate &Commercial lending 6. Management capability

The first 4 sufficient conditions are to be met by Govt . constituting Business environment. Government also offers training to acquire management capability

High Risk is involved in lending to SME as a result of limited assets for collateral, high failure rates, low Capitalization (lower equity) & vulnerability to market risks

2.5 WHY FINNCE IN SME 

1. Spread higher since corporate negotiate for lower tariff & Banks have to yield due to stiff competition for the market segment 

2. Risk distributed by bigger network

3. Portfolio diversification 

4. Government as well as Bangladesh Bank policy Directives

Source: Reding Materials for the Training Course on SME FINANCING (February      01-01-2009 )

Who is an Entrepreneur ?

An Entrepreneur is an individual who efficiently & effectively combines factors of production. Factors of production (Land /Labour /Capital / Competence )

Characteristics of an Entrepreneur :

1. Capacity to assume risks, 2. Possession of self-confidence, 3. Acquiring of technological knowledge, 4. Alertness to new opportunities, 5. Willingness to accept change, 6. Ability to imitate, 7. Ability to manage resources and  8. Ability of organization and management. 

Functions of an Entrepreneur ;

1. Risk taking-Financial/Industrial/Business. 

2. Organization & Management.

3. Innovation

According to prominent theorist of Austrian School Joseph Schumpeter who saw entrepreneurs as innovators: 

Innovation consists of :

1. Introduction of new goods.

2. Introduction of anew method of production

3. Opening of a new market

4. Conquest of discovery of a new source of raw materials and semi-manufactured goods and 

5. Creation of a better form of industrial organization

What is entrepreneurship ?

Entrepreneurship is the practice of starting new organizations, particularly new businesses generally in response to identified opportunities.

Development of Entrepreneurship of SME.

1. Determination of the command area (geographical )

2. undertaking of a survey of the command area to know the existing and potential economic activities/ resources for identification of appropriate suitable projects (probable areas of investment) 

3. Study of the people of the area and identification of entrepreneurs

4. Establishing suitable contact between identified entrepreneurs and identified projects

5. Motivating the identified entrepreneurs

6. Motivating the social leaders

7. Providing the extension services like guidance, supply of information, project preparation etc. For development of the ability of the entrepreneurs

8. Change in the outlook of the bank officials

9. Rendering appropriate customer services.

Source :Reding Materials for the Training Course on SME FINANCING (February      01-01-2009  ) :2.2:
Part --B

SME Fund Allocation & Risk Management of IFIC Bank

For the purpose of these policy guidelines : 

1. Bank means IFIC Bank Limited. 

2. Borrower means an SE on which the bank has taken any exposure during the course of business. 

3. Contingent Liability means : 
a. a possible obligation that arises from past events and whose existence will be confirmed only by the occurrence or non occurrence of one or more uncertain future events not whooy within the control of the enterprise; or 

b. a present obligation that arises from past events but is not recognized because :

i. it is not probable that an outflow of resources embodying economic benefits will be required to settle the obligation; or

ii. The amount of the obligation cannot be measured with sufficient reliability; and includes line of credit, letters of guarantee, bid bonds, performance bonds, advance payment guarantees and underwriting commitments. 

4. Documents include vouchers, cheques, bills, pay-orders, and promissory notes, securities for leases / advances and claims by or against the bank or other papers supporting entries in the books of the Bank. 

5. Equity of the Borrower includes paid-up capital, general reserves, balance in share premium account, reserve for issue of bonus shares and retained earnings / accumulated losses, revaluation reserves on account of fixed assets and subordinated loans. 

6. Exposure means financing facilities whether fund based and / or non-fund based and includes : 

i)
Any form of financing facility extended or bills purchased / discounted except ones drawn against the L/Cs of banks and duly accepted by such LC issuing banks. 

ii)
Any financing facility extended or bills purchased / discounted on the guarantee of the person. 

iii)
Subscription to or investment in shares, Participation Term Certificates, Team Finance Certificates or any other Commercial Paper by whatever name called (at book value) issued or guaranteed by the persons. 

iv) 
Any financing obligation undertaken on behalf of the person under a letter of credit including a stand-by letter of credit, or similar instrument. 

v)
Loan repayment financial guarantees issued on behalf of the person. 

vi)
Any obligations undertaken on behalf of the person under any other guarantees including underwriting commitments. 

vii)
Acceptance / endorsements made on account. 

viii)Any other liability assumed on behalf of the client to advance funds pursuant to a contractual commitment. 

7. Forced Sale Value (FSV) means the value which fully reflects the possibility of price fluctuations and can currently be obtained by selling the mortgaged / pledged assets in a forced / distressed sale conditions. 

8. Government Securities shall include such types of Bangladesh Taka obligations of the Government of Bangladesh or of a Corporation wholly owned or controlled, directly or indirectly, by the Government and guaranteed by the Government as the Government may, by notification in the Official Gazette, declare, to the extent determined from time to time, to be Government Securities. 

9. Group mean persons, whether natural or juridical, if one of them or his dependent family members or its subsidiary, have control or hold substantial ownership interest or have power to exercise significant influence over the other or are financially interdependent on each other. For the purpose of this : 

a. Subsidiary is defined as a company or a body corporate shall deemed to be a subsidiary of another company if that other company or body corporate directly or indirectly  controls, beneficially owns, or holds more than 50% of its voting secreting or otherwise has power to collect and appoint more than 50% of its directors. 
b. Control refers to an ownership directly or indirectly through subsidiaries, of more than one half of voting power of an enterprise. 
c. Substantial Ownership / affiliation means beneficial share holding of 10% (5% for banking companies) by a person and / or by his dependent family members. 
d. Significant Influence refers to the management control of the company, to participate in financial and operating policies, cither exercised by representation in the Board of Directors, partnership or by statute / agreement in the policy making process or affiliation or material inter-company transactions. 
e. Financially Interdependent means persons having financial liability with the others in excess of 10% of the equity of the either, or either has guaranteed repayment of loan towards financial institutions. 
10. Liquid Securities mean securities readily convertible into cash without recourse of law. Liquid Securities for the purpose of these regulations shall mean realizable value of bank deposits, certificate of investments, Government securities (except for Savings Certificates), shares of listed companies on the active list of stock exchange, ICB Units and certificates of mutual funds. These securities should be in possession of the banks with perfected lien. 

11. Medium and Long Team Facilities mean facilities with maturities of more than one year and Short term Facilities mean with maturities up to one year. 
12. Other Form of Security means hypothecation of stock (inventory), assignment of receivable, lease rentals, contract receivables, etc. 
13. Readily realizable Assets mean and include liquid assets and stocks pledged to the banks in possession, with ‘perfected lien’ duly supported with complete documentation. 
14. Secured means exposure backed by tangible security and any other form of security with appropriate margins (in cases //where margin has been prescribed by Bangladesh Bank, appropriate margin shall at least be equal to the prescribed margin). Exposure without any security or collateral is defined as clean. 
15. Subordinated Loan means an unsecured loan extended to the borrower by its sponsors, subordinate to the claim of the bank taking exposure on the borrower and documented by a formal sub-ordination agreement between provider of the loan and the bank. The loan shall be disclosed in the annual audited financial statements of the borrower as subordinated loan. 
16. Small Enterprise means an entity, ideally not a public limited company, does not employ more than 60 persons (if it is manufacturing concern) and 20 persons (if it is a trading concern) and 30 persons (if it is a service concern) and also fulfills the follwong criteria : 
a. A service concern with total assets at cost excluding land and building from Tk. 50,000 to Tk. 30 lac. 
b. A trading concern with total assetsat cost excluding land and building from Tk. 50,000 to Tk. 50 lac. 
c. A manuficaturing concern with total assets at cost excluding land and building from Tk. 50,000 to Tk. 1 crore. 
17. Equity means Capital & Reserves as defined in section 13 of Banking Companies Act 1991. 
18. Tangible Security means readily realizable assets (as defined in the Prudential Regulations), mortgage of land, plant, building, machinery and any other fixed assets. 
PART – C
BANGLADESH BANK PRUDENTIAL REGULATIONS

REGULATION – 1

SOURCE AND CAPACITY OF REPAYMENT

AND CASH FLOW BACKED LANDING

Bank shall specifically didentify the sources of repayment and asses the repayment capacity of the borrower on the basis of assets conversion cycle and expected future cash flow. In order to add value, the bank must assess conditions in the particular sector / industry they are leading to and its future prospects. The banks must be able to identify the key drivers of their borrowers business, they key risks to their businesses and their risk mitigates. 

The rationale and prameters used to project the future cash flows shall be documented and annexed with the cash flow analysis undertaken by the bank. It is recognized a large number of SEs will not be able to prepare future cash flows due to lack of sophistication and financial expertise. It is expected that in such cases banks shall assist the borrowers in obtaining the required information and no SE shall be declined access to credit merely on this ground (for details, refer Regulation – 10). 

REGULATION – 2
PERSONAL GUARANTEES 

All facilities to SEs shall be backed by the personal guarantees of the owners of the SEs. In case of limited companies, guarantees of all directors other than nominee directors shall be obtained. 

In case of proprietorship concern, spouse’s guarantee other than the personal guarantees of the owners may be taken. 

REGULATION – 3
PERPARTY EXPOSURE LIMIT

The minimum and minimum exposure of a bank on a single SE shall remain within the range of Tk. 2 lac and Tk. 50 lac respectively subject to the following : 

a) In case of working capital finance – Maximum up to 100% of the net required working capital or 75% of the sum total of inventory and receivables whichever is lower. 

b) In case of fixed assets purchase – Maximum up to 90% of the purchase price. 

REGULATION – 4
AGGREGATE EXPOSURE OF BANK ON SMALL ENTERPRISE SECTOR

The aggregate exposure of the bank on SE sector shall not exceed the limits as specified below : 

	% of classified SE advances to total portfolio of SE advances
	Maximum Limit

	a. Below 5%
	10 times of equity

	b) Below 10%
	6 times of the equity

	c) Below 15%
	4 times of the equity

	d) Up to and above 15%
	Up to the equity


REGULATION – 5
LIMIT ON CLEAN FACILITIES

In order to facilitate growth of smaller loans, banks are free to determine security requirements for loans up to Tk. 5 lac. Guidelines for security requirements for loans of amounts more than Tk. 5 lac are given in Regulation – 6. 

REGULATION – 6
SECURITIES

Consequent to the regulation stated in Regulation – 5, facilities provided to SEs shall be secured by banks as follows : 

Below tk. 10.00 lac.

As a mimimum banks must take charge over assets being financed. 

For loan amounting Tk. 10,00 lac and above.

a) Hypothecation on the inventory, receivables, advance payments, plant & machmeries. 

b) Legal mortgage over immovable properties with registered Power of Attorney. 

c) Personal Guarantees of Spouse / Parcnts / other family members. 

d) One third party personal guarantee. 

e) Post dated cheques for each installment and one undated cheque for loan value including full interest. 

REGULATION – 7
LOAN DOCUMENTATION

For all facilities, banks must obtain (as applicable) and not limiting to following documents before disbursement of loan can be made: 

1) Loan Application Form duly signed by the customer. 

2) Acceptance of the terms and conditions of Sanction Advice. 

3) Trade License. 

4) In case of Partnership Firm : 

a. Copy of registered Partnership Deed duly certified as true copy or a partnership Deed on non-judicial stamp of tk. 150 denomination duly notarized. 

5) In case of limited company : 

a. Copy of Memorandum & Articles of Associaiton of the company including Certificate of incorporaton duly certified by Registrar Joint Stock Companies (RJSC) and attested by the Managing Director accompanied by an up-to-date list of Directors. 

b. Copy of Board Resolution of the company for availing credit facilities and authorizing Managing Director / Chairman / director for execution of documents and operation of the accounts. 

c. An Undertaking not to change the management of the company and the memorandum and articles of the company without prior permission of the bank. 

d. Copy of list audited financial statement up to last 3 years (as applicable and subject to Regulation – 10)

e. Personal Guarantee of all the Directors including the chairman and managing Director. 

f. Certificate of registration of charges over the fixed and floating assets of the company duly issued by RJSC. 

g. Certificate of registration of amendment of charges over the fixed and floating assets of the company duly issued by RJSC in cash of repeat loan or change in terms and condition of sanction Advice regarding loan amount, securities etc. 

6) Demand Promissory Note. 

7) Letter of hypothecation of stocks and goods. 

8) Letter of hypothecation of book debts & receivables.
9) Letter of hypothecation of plant & machinery. 

10) Charge on fixed assets. 

11) Personal letter of Guarantee. 

12) Wherever practical, insurance policy for 110% of the stock value covering all risks with bank’s mortgage clause in joint name of the bank and client. 

REGULATION – 8
MARGIN REQUIREMENTS

Banks shall adhere to the minimum margin requirement as prescribed by Bangladesh Bank (if any).  

REGULATION – 9
CREDIT INFORMATION BUREAU (CIB) CLEARANCE

While considering proposals for any exposure, banks should give due weightage to the credit report relating to the borrower and his group obtained from a Credit Information Bureau (CIB) of Banlgdesh Bank. The condition of obtaining CIB report will be governed by rules & regulations as prescribed by Bangladesh Bank from time to time. 

REGULATION - 10 

MINIMUM CONDITIONS FOR TAKING EXPOSURE

1) Banks shall, as a matter of rule, obtain a copy of financial statements duly audited by a practicing Chartered Accountant, relating to the business of every borrower who is a limited company or where exposure of a bank exceeds Tk. 40 lac, for analysis and record. However, financial statements singed by the borrower will suffice where the exposure is fully secured by liquid assets. 

2) It is recognized that a large number of enterprises other than limited companies (i.e., sole proprietorship / partnership firms etc.) may not have proper books of accounts including balance sheet, profit & loss account and they mauy not be able to prepare current and future cash flows duie to lack of sophistication and expertise. It is expccted that in such cases, banks shall assist the borrowers in obtaining / developing such books of accounts as per forms / formats prescribed by cach bank. Reference with regard t how the formats should be prepared has been made in the development guidelines. 

3) Each Bank shall develop their own Loan Application Form and ‘Borrowers Basic Fact Sheet’ (refer Appendix XIII). Banks shall not approve and / or provide any exposure (including renewal, enhancement and rescheduling) untile and unless the prescribed Loan Applicant From is accompanied by a ‘Borrower’s Basic Fact Sheet under the seal and signature of the borrower. 

REGULATION - 11 

PROPER UTILIZATION OF LOAN

The Bank should ensure that the loans have been properly utilized by the SEs and for the same purposes for which they were acquired / obtained. Banks should develop and implement an appropriate system for monitoring the utilization of loans. 

REGULATION - 12 

RESTRICTION ON FACLITIES TO RELATED PARTIES

1) Banks shall not take any exposure on a SE in which any of its director, shareholder, employee or their immediate family members are holding 5% or more of the share capital of the SE. 

2) Through the instruction of Regulation – 12 of Prudential Guideline for Small Enterprise Financin, banks are barred to take any exposure on a small enterprise in which any of its director, shareholder, employee or their immediate family members are holding share capital of 5% or more. However, this restriction for the sharedholder has been witdrawn and henceforth, the word ‘shareholder’ should be considered as omitted. 

REGULATION - 13

CLASSIFICATION AND PROVISIONING FOR ASSETS

LOANS / ADVANCES

1) Bank shall observe the prudential guidelines given at Appendix-X in the matter of classification of their SE asset portfolio and provisioning there-against. 

2) In addition to the time-based criteria prescribed in Appendix – X, subjective evaluation of performing and non-performing credit portfolio shall be made for risk assessment and, where considered necessary, any account including the performing account will be classified, and the category of classification determined on the basis of time based criteria shall be further downgraded. Such evaluation shall be carried out on the basis of credit worthness of the borrower, its cash flow, operation of the account, adequacy of the security, inclusive of its realizable value and documentation covering the advances. 

3) Apart from specific provisioning requirement as prescribed above, banks will create adequate general provision over the entire credit portfolio of Small Enterprise business. Therefore, all banks shall maintain at all times a general provision of 2% of unclassified SE assets outstanding in its books. 

SUBMISSION OF RETURNS : 

4) Banks shall submit the borrower wise annual statements regarding classified loans/ advances to the Banking Inspection Department. 

TIMING OF CREATING PROVISIONS:

5) Banks shall review, at least on a quarterly basis, the collectibility of their loans / advances portfolio and shall properly document the evaluations so made. Shortfall in provisioning, if any, determined, as a result of quarterly assessment shall be provided for immediately in their books of accounts by the banks on quarterly basis. 

REVERSAL OF PROVISION : 

6) The provision held against classified assets will only be released when cash realization starts exceeding : 

a. In case of loss category the net book value of the assets. 

b. In case of doubtful category 50% of the net book value of the assets; and 

c. In case of sub-standard category 25% of the net book value of the assets

VERIFICATION BY THE AUDITORS :

7) The external auditors as a part of their audits of banks shall verify that all requirements of Regulation – 12 for classification and provisioning for assets have been complied with. Bangladesh Bank shall also caeck adequacy of provisioning during their on-site inspections. 

PART – D
2.6 DEVELOPMENT GUIDELINES

These guidelines include objective / quantitative parameters for the eligibility of the borrowers and determining the maximum permissible limit per borrower. 

Fundamentally, credit policies and procedures can never sufficiently capture all the complexities of the product. Therefore, the following credit principles are the ultimate reference points for making SE financing decisions : 

· Assess the entrrpreneur’s character for integrity and willingness to repay. 

· Only lend when the enterprenur has capacity and ability to repay. 

· Only extend credit if bank can sufficiently understand and manage the risk. 

· Use common sense and past experience in conjunction with thorough evaluation and credit analysis. 

· Do not base decisions solely on customer’s reputation, accepted practice, other lander’s risk assessment or the recommendations of other officers. 

· Be proactive in identifying, managing and communicating credit risk. 

· Be diligent in ensuring that credit exposures and activities comply with the requirements set out in Product Program. 

2.6.1 Product Program Guideline: 

· Easy Commercial Loan. 

· Retailers’ Loan. 

· Transport Loan. 

· Commercial House Building Loan. 

· Possession Right Loan. 

· Contractor’s Loan. 

· Letter of Guarantee. 

· Working Capital Loan. 

· Letter of Credit. 

· Loan Against Imported Merchandize (LIM) 

· Loan Against Trust Receipt. 

· Bidder’s Loan. 

· Project Loan. 
2.6.2 Loan Facility Parameters:

The Loan facility parameters for the Bank have been set as under:

· The Bank in general will approve / renew trade finance facility for the period of 01 (one) year from the date of approval / last expiry date.

· The Bank will extend medium term loan for 3(three) years period.

· The Bank will extend long term loan for maximum period of 7 (seven) year including grace period of 6(six) months to 18(eighteen) months. 

· House Building Loan to Bank’s employee shall be governed as per policy guidelines of “Employees House Building Loan” scheme. 

· The rate of Interest / Commission / Charges / Fees etc. would be as per the approved schedule of charges with variation permissible as per Bangladesh Bank guidelines and with the approval of competent authority.

· The interest rate to be charged and to be paid out on quarterly basis except the especial schemes and unless otherwise specified in the approved terms.

· Repayment of term loan would be fixed preferably on monthly/quarterly basis.

· In general, the cash margin for L/C would be 10% of the L/C amount or on the basis of Banker – Customer relationship subject to the minimum requirement of Bangladesh Bank whichever is higher.

·  For the import of Capital machinery, the cash margin for L/C would be 25% - 30% or on the basis of Banker – Customer relationship subject to the minimum requirement of Bangladesh Bank whichever is higher.

· Any exception, as mentioned above, would be specifically approved by the competent authority of the Bank.

· Valuation of the landed property / Building / Machinery / Stock of Raw materials / finished products shall be done by the Bank’s enlisted professional surveyors duly checked by the Bank officials.

· The value of the mortgage property shall be preferably double of the facility to be extended depending upon other security coverage.

The security condition may be relaxed depending upon the Credit worthiness of the customer / Banker-Customer relationship / potentiality of the business of the client.

Any exemptions of the parameters mentioned above are subject to be approved by the competent authority as per delegated power approved by the Board of Directors

INTERNATIONAL FINANCE INVEST AND COMMERS BANK LIMITED HEAD OFFICE, DHAKA

PRODUCT PROGRAM GUID LINE

FOR 

SMALL ENTERPRISE FINANCING 

EASY COMMERCIAL LOAN

	Customer Segment
	· Individual,business enterprise (Other than Public Limitd Company) engaged in any business.

	Purpose
	· To meet business requirement

	Nature of Loan
	· Overdraft/Loan General

	Nationality
	· Bangladeshi

	Eligibility
	· Customer of the respective branch having shop/business place in the command area.

	Age Limit for Key Person(s)
	· Minimum age 21 (twenty one) years.

	Security
	Pledge of instrument duly discharged by the holders(where applicable)

· FDR/Other term deposits with IFIC Bank Ltd.

· FDR/Other financial instruments used from other Banks

· ICD unit certificate

· Wage Earner Development Bond(WEDB)

· NFCD 

· PSS account/MIS

· Demand shares of A & B group Traded in SDE & CSE.

· Any other Government security eligible for credit facility(ies).

	Maximum allowable limit
	A. Maximum 90% of the face value of FDR/NFCD/WEDB.Face value would mean the original amount for which the FRD/NFCD/WEDB  was issued or the amount renewed.

B. Maximum 90% of the MIS amount where interest is not allowed to be withdrawn until adjustment of the liability.

C. Maximum 70% of the MIS amount where interest is allowed to be withdrawn in monthly  basis.

D. Maximum 100% of the deposited principal amount of PSS account where the deposited amount is not less than TK. 10,000.00.

E. Maximum 90% of face value ICB unit certificate or quoted ICB buying price whiehever is less.

F. Upto 60% of 6 months average price of shares under A & B group but not exceeding TK.35.00 lac.

G. Deviation of above criteria may be considered on special case.



	Required Documents
	· Trade License

· CIB report of the borrower.

· Memorandum and Articles of Association along with certificate of incorporation and resolution from Board of Directors of the company.

· Deed of partnership along with letter of partnership on Bank’s perscribed format.

	Rate of interest

i. IFIC Bank FRD

ii. ICB Unit certificate & Other Banks FDR & WEDB.

iii. NFCD

iv. Pension Saving  Scheme

v. MIS

vi. Share
	:11.00% p.a. with quantity rest or as revised from time to time.

:11.50%          -do-

:11.50%          -do-

:14.50%          -do-

:14.50%          -do-

:16.00%          -do-

	Penal interest
	· Additional 2% per annum on the overdue amount.

	M aximum term of loan(Tenor)
	· 12 months

	Mode of Repayment
	· Lumpsum within validity

	Disbursement mode
	· Overdrawing to party CD account in case of loan general

	Loan Processing fee
	· Bank’s nominated agency or Bank official will verify the address or the business enterprise, residence of both borrower(s) & gurantgor(s).

	Disbursment Per-condition
	· Acceptance of saction terms.

· Clean CIB report

· Payment of all aharges.

· Deposit of instrument duly dicharged

· Ececution of all charge documents.

· Confirmation of lien on security(ies) from issuing branch(In case of othe Bank instrument onfirmation from H.O. of the concerned bank)

	Legal documents
	· D. P. Note

· Letter of arrangement

· Letter of disbursment

· Letter of continuity

· Letter of lien on security(ies)

· Letter of authority to debit A/c

· Letter of authority for encashment of security(ies)

· Surrender from (for ICB unit certificate) 

· From DB 19 (for WEDB)

· Confirmation of lien from issuing branch and concerned bank’s Head office(in case of other bank’s FDR).

· Pledge of request form 19-1 signed by share holder

· Pledge set up confirmed by CDBL

· Incase of shares in the name of Sponsors/Directors of the company two seperate declarations are to be obtained in terms of Bangladesh Bank letter no.

· BRPD(P)/661/13 (cha)/2005-3400 

Dated  25.09.2005.


INTERNATIONAL FINANCE INVEST AND COMMERS BANK LIMITED HEAD OFFICE, DHAKA

PRODUCT PROGRAM GUID LINE

FOR 

SMALL ENTERPRISE FINANCING 

RETAILERS LOAN

	Customer Segment
	· Individual/Propitorship firm engaged in retail business.

	Purpose
	· To meet work capital/capital finance requirement

	Nature of Loan
	· Term loan

	Nationality
	· Bangladeshi

	Eligibility
	· Any small / retail business house having valide trade license and must hahe account with IFIC Bank Ltd.

	Age Limit for Key Person(s)
	· Minimum age 21 (twenty one) years.

	Required documents
	· 1 copy paspotr size photograph.

· Copy of trade license

· Personal net worth statement.

	Security
	· Hypothecation of stock.

· Personal guarantee of businessman having business at the same area or any person acceptable in the bank.

· Person guarentees os spouse/partner.



	Maximum allowable limit
	Maximum 1 lac to 1.5 lac

	Rate of interest


	:15.00% p.a. with quarterly rest . 



	Penal interest
	· Additional 2% per annum on the overdue amount.

	M aximum term of loan(Tenor)
	· 12 months

	Mode of Repayment
	· First repayment will be 1 month after the date of disbersment of the loan.

· Repayment to be made as per repayment schedule.

	Disbursement mode
	· By crediting the customer account maitained in the bank.

	Loan Processing fee
	· Bank’s nominated agency or Bank official will verify the address or the business enterprise, residence of both borrower(s) & gurantgor(s).

	Disbursment Per-condition
	· Acceptance of saction terms.

· Clean CIB report

· Payment of all aharges.

· Deposit of instrument duly dicharged

· Ececution of all charge documents.

· Confirmation of lien on security(ies) from issuing branch(In case of othe Bank instrument onfirmation from H.O. of the concerned bank)

	Legal documents
	· D. P. Note

· Letter of arrangement

· Letter of disbursment

· Letter of continuity

· Letter of lien on security(ies)

· Letter of authority to debit A/c

· Letter of authority for encashment of security(ies)

· Surrender from (for ICB unit certificate) 

· From DB 19 (for WEDB)

· Confirmation of lien from issuing branch and concerned bank’s Head office(in case of other bank’s FDR).

· Pledge of request form 19-1 signed by share holder

· Pledge set up confirmed by CDBL




INTERNATIONAL FINANCE INVEST AND COMMERS BANK LIMITED HEAD OFFICE, DHAKA

PRODUCT PROGRAM GUID LINE

FOR 

SMALL ENTERPRISE FINANCING

TRANSPORT LOAN

	Customer Segment
	· Individual,business enterprise (Other than Public Limitd Company) engaged in any business.

	Purpose
	· Purchase of road/water transport for commercial use.

	Nature of Loan
	· Overdraft/Loan General

	Nationality
	· Bangladeshi

	Eligibility
	· Customer of the respective branch having shop/business place in the command area with having two yers experience in their line of business.

	Age Limit for Key Person(s)
	· Minimum age 25 (twenty one) years, maximum 65 years at the date om the maturity of loan.

	Security
	Primary:

· Hypothecation of vicles. The vickles to be registered with BRTA/BIWT/Merkentile & marine department with bank mortgage clause.

· Comprehensive insurance in the joint name of the bank and the borrower.

Collateral security:

· Legal mortgage of land and building within city corporation and / or municiple area preferably 1st party.

· Registered power of attorney to sell the mortgage property(ies) without intervantion of court.

· Personal gurentee of spouse / partners.

· Personal gurentee of partners/ directors in case of partnership firm.

· Registretion of charges with joint stock companies under relivent section where required.pledge of finencial instrument if any.

	Maximum allowable limit
	Maximum tk.5000000(fifty lac) only.

	Debt equity ratio
	60:40

	Required Documents
	· Trade License

· CIB report of the borrower.

· Memorandum and Articles of Association along with certificate of incorporation and resolution from Board of Directors of the company.

· Deed of partnership along with letter of partnership on Bank’s perscribed format.

	Rate of interest


	:14.50% p.a. with quaterly rest or as revised from time to time with quarterly rest.



	Penal interest
	· Additional 2% per annum on the overdue amount.

	M aximum term of loan(Tenor)
	· Maximum 48 months

	Grace period
	· One month from the date of  1st  disbursment. 

	Mode of Repayment
	· By monthly instalment after one month from expiry of grace period.

	Disbursement mode
	· Payment to the venture through PO/DD.

	Loan Processing fee
	· One % on loan amount (maximum tk. 10000/-) to be realised at the time of loan disbersment.

	Sevice charge
	· .50% on loan amount to be realised at the time of loan disbersment.

	Disbursment Per-condition
	· Acceptance of saction terms.

· Clean CIB report

· Payment of all aharges.

· Deposit of instrument duly dicharged

· Ececution of all charge documents.

· Confirmation of lien on security(ies) from issuing branch(In case of othe Bank instrument onfirmation from H.O. of the concerned bank)

	Legal documents
	· D. P. Note

· Letter of arrangement

· Letter of disbursment

· Letter of continuity

· Letter of lien on security(ies)

· Letter of authority to debit A/c

· Letter of authority for encashment of security(ies)

· Surrender from (for ICB unit certificate) 

· From DB 19 (for WEDB)

· Confirmation of lien from issuing branch and concerned bank’s Head office(in case of other bank’s FDR).

· Pledge of request form 19-1 signed by share holder

· Pledge set up confirmed by CDBL

· Incase of shares in the name of Sponsors/Directors of the company two seperate declarations are to be obtained in terms of Bangladesh Bank letter no.

· BRPD(P)/661/13 (cha)/2005-3400 

Dated  25.09.2005.


INTERNATIONAL FINANCE INVEST AND COMMERS BANK LIMITED HEAD OFFICE, DHAKA

PRODUCT PROGRAM GUID LINE

FOR 

SMALL ENTERPRISE FINANCING

COMMERCIAL HOUSE BUILDING LOAN

	Customer Segment
	· Individual,business enterprise (Other than Public Limitd Company) engaged in any business.

	Purpose
	· Construction of commertial buildings.

	Minimum income
	· Avarage minimum income from the business is to be sufficient to repay the loan liability.

	Nationality
	· Bangladeshi

	Eligibility
	· Customer of the respective branch having shop/business place in the command area with having two yers experience in their line of business.

	Age Limit for Key Person(s)
	· Minimum age 25 (twenty one) years, maximum 65 years at the date om the maturity of loan.

	Security
	· Legal mortgage of land and building within city corporation and / or municiple area preferably 1st party.

· Registered power of attorney to sell the mortgage property(ies) without intervantion of court.

· Personal gurentee of spouse / partners.

· Personal gurentee of partners/ directors in case of partnership firm.

· Registretion of charges with joint stock companies under relivent section where required.pledge of finencial instrument if any.

· Pledge the financial instrument if any.

	Maximum allowable limit
	Maximum tk.5000000(fifty lac) only.

	Debt equity ratio
	70:30

	Required Documents
	· Trade License

· CIB report of the borrower.

· Memorandum and Articles of Association along with certificate of incorporation and resolution from Board of Directors of the company.

· Deed of partnership along with letter of partnership on Bank’s perscribed format.

· 1 copy paspotr size photograph.

· Copy of trade license

· Personal net worth statement.

· TIN certificate.

· Bia deed

· Up to date rent paid receipt.

· Certificate copy of up to date list of directors.

· Site map

· Mutation with DCR.

· Estimate the cost by a civil engineer.

· Non-encumbrance certificates.

	Rate of interest


	:14.50% p.a. with quaterly rest or as revised from time to time with quarterly rest.



	Penal interest
	· Additional 2% per annum on the overdue amount.

	M aximum term of loan(Tenor)
	· Maximum 5 years excluding grace period.

	Grace period
	· Instalment as per instalment schedule. 

	Mode of Repayment
	· By monthly instalment after one month from expiry of grace period.

	Disbursement mode
	· Phase –wise desbersment againest progress of work.

	Loan Processing fee
	· One % on loan amount (maximum tk. 10000/-) to be realised at the time of loan disbersment.

	Sevice charge
	· .25% on loan amount to be realised at the time of loan disbersment.

	Varification of information
	· Bank’s nominated agency / bank official will varify the business enterprise , residence of both borrower(s) & guarantor(s)

	Submmission of income
	· Bank statement of last 6 months.

· Details of income/ expenditure

· Cash flow statements.

	Disbursment Per-condition
	· Acceptance of saction terms.

· Clean CIB report

· Payment of all aharges.

· Deposit of instrument duly dicharged

· Ececution of all charge documents.

· Confirmation of lien on security(ies) from issuing branch(In case of othe Bank instrument onfirmation from H.O. of the concerned bank)

	Legal documents
	· D. P. Note

· Letter of arrangement

· Letter of disbursment

· Letter of continuity

· Letter of lien on security(ies)

· Letter of authority to debit A/c

· Letter of authority for encashment of security(ies)

· Surrender from (for ICB unit certificate) 

· From DB 19 (for WEDB)

· Confirmation of lien from issuing branch and concerned bank’s Head office(in case of other bank’s FDR).

· Pledge of request form 19-1 signed by share holder

· Pledge set up confirmed by CDBL

· Incase of shares in the name of Sponsors/Directors of the company two seperate declarations are to be obtained in terms of Bangladesh Bank letter no.

· BRPD(P)/661/13 (cha)/2005-3400 

Dated  25.09.2005.


INTERNATIONAL FINANCE INVEST AND COMMERS BANK LIMITED HEAD OFFICE, DHAKA

PRODUCT PROGRAM GUID LINE

FOR 

SMALL ENTERPRISE FINANCING

POSSITION RIGIT LOAN

	Customer Segment
	· Propitorship concern having no collateral security to offer other than possesion right of shop  .

	Purpose
	· Fixed working capital.

	Nature of Loan
	· Term loan(oters).

	Nationality
	· Bangladeshi

	Eligibility
	· Customer of the respective branch having shop/business place in the command area with having two yers experience in their line of business.

	Age Limit for Key Person(s)
	· Minimum age 25 (twenty one) years, maximum 65 years at the date om the maturity of loan.

	Security
	Primary:

· Hypothecation of stock duly insured with bank mortgage clause.

· Comprehensive insurance in the joint name of the bank and the borrower.

Collateral security:

· Legal mortgage of land and building within city corporation and / or municiple area preferably 1st party.

· Tripartite agreement among Bank, Lessor, & Borrower to effect that the Lessee and Lossor cannot transfer possision right of the property without prior cosent of the bank( in case of private owner).

· Confirmation from the concered authority that no transfer of ownership will be allowed without prior writtten constent of the bank. 

· 12 post-date cheque in favour of Bank for payment of monthly installment cash duly signed by the borrower . After one year fresh cheque be obtained alongwith the memorandum of deposite of cheque.

· One cheque covering resiual amount of loan duly signed by the borrower.

· Memorandum deposite of cheque.

· Registered power of attorney to sell the mortgage property(ies) without intervantion of court.

· Personal gurentee of spouse / partners.

· Personal gurentee of partners/ directors in case of partnership firm.

· Registretion of charges with joint stock companies under relivent section where required.pledge of finencial instrument if any.

	Maximum allowable limit
	Maximum tk.5000000(fifty lac) only.

	Debt equity ratio
	50:50

	Required Documents
	· Trade License

· 1 copy paspotr size photograph.

· Copy of trade license

· CIB report of the borrower.

· Memorandum and Articles of Association along with certificate of incorporation and resolution from Board of Directors of the company.

· Deed of partnership along with letter of partnership on Bank’s perscribed format.

	Rate of interest


	:15% p.a. with quaterly rest or as revised from time to time with quarterly rest.



	Penal interest
	· Additional 2% per annum on the overdue amount.

	M aximum term of loan(Tenor)
	· Maximum 36 months

	Grace period
	· One month from the date of  1st  disbursment. 

	Mode of Repayment
	· By monthly instalment after one month from expiry of grace period.

	Disbursement mode
	· Payment to the venture through PO/DD.

	Loan Processing fee
	· Maximum tk. 2000/-  to be realised at the time of loan disbersment.

	Sevice charge
	· .50% on loan amount to be realised at the time of loan disbersment.

	Disbursment Per-condition
	· Acceptance of saction terms.

· Clean CIB report

· Payment of all aharges.

· Deposit of instrument duly dicharged

· Ececution of all charge documents.

· Confirmation of lien on security(ies) from issuing branch(In case of othe Bank instrument onfirmation from H.O. of the concerned bank)

	Legal documents
	· D. P. Note

· Letter of arrangement

· Letter of disbursment

· Letter of continuity

· Letter of lien on security(ies)

· Letter of authority to debit A/c

· Letter of authority for encashment of security(ies)

· Surrender from (for ICB unit certificate) 

· From DB 19 (for WEDB)

· Confirmation of lien from issuing branch and concerned bank’s Head office(in case of other bank’s FDR).

· Pledge of request form 19-1 signed by share holder

· Pledge set up confirmed by CDBL

· Incase of shares in the name of Sponsors/Directors of the company two seperate declarations are to be obtained in terms of Bangladesh Bank letter no.

· BRPD(P)/661/13 (cha)/2005-3400 

Dated  25.09.2005.


INTERNATIONAL FINANCE INVEST AND COMMERS BANK LIMITED HEAD OFFICE, DHAKA

PRODUCT PROGRAM GUID LINE

FOR 

SMALL ENTERPRISE FINANCING

CONTRACTORS  LOAN

	Customer Segment
	· Individual,business enterprise (Other than Public Limitd Company) engaged in any business.

	Purpose
	· To execute work order awarded by govt./semi govt. & autonomous bodies.

	Nature of Loan
	· Secured Overdraft/Loan General

	Nationality
	· Bangladeshi

	Eligibility
	· Customer of the respective branch having shop/business place in the command area with having two yers experience in their line of business.

	Age Limit for Key Person(s)
	· Minimum age 25 (twenty one) years, maximum 65 years at the date om the maturity of loan.

	Security
	Primary:

· Legal mortgage of land and building within city corporation and / or municiple area preferably 1st party.

· Registered power of attorney to sell the mortgage property(ies) without intervantion of court.

Collateral security:

· Personal gurentee of spouse / partners.

· Personal gurentee of partners/ directors in case of partnership firm.

· Registretion of charges with joint stock companies under relivent section where required.pledge of finencial instrument if any.

· Plege of financial instrument , if any.

· Assignment of work order.

· Notarized power of attorny in favor of Bank for collection of cheques.

· Confirmation from work warding authority that all cheques will be issued in favour of the borrower a/c. IFIC Bank Ltd----------br.

	Maximum allowable limit
	Maximum tk.5000000(fifty lac) only.

	Debt equity ratio
	50:50

	Required Documents
	· Trade License

· One copy pasport size photograph of intending borrower(s) as well as guarentor(s).

· Bank statement of last six months.

· Letter of partnership in Banks prescribed format.

· Tin certificate.

· Partnership deed registered with RJSC & firm.

· Copy of work order awarded with copy of terms of agreement.

· CS.SA.RS & Hal-Parcha.

· Copy of valid enlistment certificate.

· Non-encumberence certificate.

· Site map/ municipal tax receipt.

· CIB report of the borrower.

· Memorandum and Articles of Association along with certificate of incorporation and resolution from Board of Directors of the company.

· NOC form concerned authority of creation mortgage where applicable.

· Deed of partnership along with letter of partnership on Bank’s perscribed format.

	Rate of interest


	:15% p.a. with quaterly rest or as revised from time to time with quarterly rest.



	Penal interest
	· Additional 2% per annum on the overdue amount.

	M aximum term of loan(Tenor)
	· Maximum 12 months

	Grace period
	· One month from the date of  1st  disbursment. 

	Mode of Repayment
	· Proportionate adjustment from eich bill so that the outstanding is adjusted along with interest within expiry.

	Disbursement mode
	· Overdrawing in CD a/c.

	Loan Processing fee
	· Maximum tk. 2000/- to be realised at the time of loan disbersment.

	Sevice charge
	· .25% on loan amount to be realised at the time of loan disbersment.

	Disbursment Per-condition
	· Acceptance of saction terms.

· Clean CIB report

· Payment of all aharges.

· Deposit of instrument duly dicharged

· Ececution of all charge documents.

· Confirmation of lien on security(ies) from issuing branch(In case of othe Bank instrument onfirmation from H.O. of the concerned bank)

· Complition of mortgage formalities & execution of necessary charges documents.

· Varification of all address , all telephone no. Of borrowers, gurentors. 

	Legal documents
	· D. P. Note

· Letter of arrangement

· Letter of disbursment

· Letter of continuity

· Letter of lien on security(ies)

· Letter of authority to debit A/c

· Letter of authority for encashment of security(ies)

· Surrender from (for ICB unit certificate) 

· From DB 19 (for WEDB)

· Confirmation of lien from issuing branch and concerned bank’s Head office(in case of other bank’s FDR).

· Pledge of request form 19-1 signed by share holder

· Pledge set up confirmed by CDBL

· Incase of shares in the name of Sponsors/Directors of the company two seperate declarations are to be obtained in terms of Bangladesh Bank letter no.

· BRPD(P)/661/13 (cha)/2005-3400 

Dated  25.09.2005.


INTERNATIONAL FINANCE INVEST AND COMMERS BANK LIMITED HEAD OFFICE, DHAKA

PRODUCT PROGRAM GUID LINE

FOR 

SMALL ENTERPRISE FINANCING

LETTER OF GUARANTEE

	Customer Segment
	· Business enterprise (Other than Public Limitd Company) engaged in construction , supply and other business.

	Purpose
	· To execute job against work order awarded from different agencies.

	Nature of Loan
	· Bank guarentee.

	Nationality
	· Bangladeshi

	Eligibility
	· Customer of the respective branch having shop/business place in the command area with having two yers experience in their line of business.

	Age Limit for Key Person(s)
	· Minimum age 25 (twenty one) years (in case of proprietorship firm)

	Security
	Primary:

· Counter guarentee.

Collateral security:

· Personal gurentee of spouse / partners.

· Personal gurentee of partners/ directors in case of partnership firm.

· Registretion of charges with joint stock companies under relivent section where required.pledge of finencial instrument if any.

· Plege of financial instrument , if any.

· Assignment of work order.

· Legal mortgage of land & buielding within city corporation and/or municipal area preferably 1st party.(where applicable).

· Confirmation from work warding authority that all cheques will be issued in favour of the borrower a/c. IFIC Bank Ltd----------br.

	Required Documents
	· Trade License

· One copy pasport size photograph of intending borrower(s) as well as guarentor(s).

· Bank statement of last six months.

· Letter of partnership in Banks prescribed format.

· Tin certificate.

· Partnership deed registered with RJSC & firm.

· Copy of work order awarded with copy of terms of agreement.

· CS.SA.RS & Hal-Parcha.

· Copy of valid enlistment certificate.

· Non-encumberence certificate.

· Site map/ municipal tax receipt.

· CIB report of the borrower.

· Memorandum and Articles of Association along with certificate of incorporation and resolution from Board of Directors of the company.

· NOC form concerned authority of creation mortgage where applicable.

· Deed of partnership along with letter of partnership on Bank’s perscribed format.

	Margin
	Banker- Customer relationship.

	Commission


	0.50% p.q. with quaterly rest or part therefore minimum tk.300/-

Where fully covered by FDR commission @ 0.25% p.q. or part thereof minimum  tk.300/-

Where the bank guarentee is partiallt covered by FDR commission to be chared at pro –rate basis in the manner as ststed above.

Where fully coverd by cash margin tk.500/- to be relized as service charge.



	Penal interest
	· Additional 2% per annum on the overdue amount.

	M aximum term of loan(Tenor)
	· Maximum 12 months

	Grace period
	· One month from the date of  1st  disbursment. 

	Mode of Repayment
	· Proportionate adjustment from eich bill so that the outstanding is adjusted along with interest within expiry.

	Reversal of liability
	· Upon receipt of foreign guarentee duly released by beneficiary.

· On expiry after issuance of final to the beneficiary, where applicable.

· Margin shall not be refunded till received of original bank guarentee duly released by the beneficiary.

	Claim sattelment
	· If invoked, claim to be settled by debiting party a/c. after adjustment of mergin . In case of short fall forced loan to be created and demand notice to be served on the same day.

	Varification of information
	· Banks nominated agency or bank official will varify the address of the business enterprise, residence of both borrowers & guarantors.

	Disbursment Per-condition
	· Acceptance of saction terms.

· Clean CIB report

· Payment of all aharges.

· Deposit of instrument duly dicharged

· Ececution of all charge documents.

· Confirmation of lien on security(ies) from issuing branch(In case of othe Bank instrument onfirmation from H.O. of the concerned bank)

· Complition of mortgage formalities & execution of necessary charges documents.

· Varification of all address , all telephone no. Of borrowers, gurentors. 

	Legal documents
	· D. P. Note

· Letter of arrangement

· Letter of disbursment

· Letter of continuity

· Letter of lien on security(ies)

· Letter of authority to debit A/c

· Letter of authority for encashment of security(ies)

· Surrender from (for ICB unit certificate) 

· From DB 19 (for WEDB)

· Confirmation of lien from issuing branch and concerned bank’s Head office(in case of other bank’s FDR).

· Pledge of request form 19-1 signed by share holder

· Pledge set up confirmed by CDBL

· Incase of shares in the name of Sponsors/Directors of the company two seperate declarations are to be obtained in terms of Bangladesh Bank letter no.

· BRPD(P)/661/13 (cha)/2005-3400 

Dated  25.09.2005.


INTERNATIONAL FINANCE INVEST AND COMMERS BANK LIMITED HEAD OFFICE, DHAKA

PRODUCT PROGRAM GUID LINE

FOR 

SMALL ENTERPRISE FINANCING

WORKING CAPITAL LOAN

	Customer Segment
	· Business enterprise (Other than Public Limitd Company) engaged in manufacturing / trading business.

	Purpose
	· To meet working capital requirement.

	Nature of Loan
	· Cash credit.

	Nationality
	· Bangladeshi

	Eligibility
	· Customer of the respective branch having shop/business place in the command area with having two yers experience in their line of business.

· Firms /companies incorporeted in Bangladesh.

	Age Limit for Key Person(s)
	· Minimum age 25 (twenty one) years, maximum 65 years at the date om the maturity of loan.

	Security
	Primary:

· Hypothecation of vicles. The vickles to be registered with BRTA/BIWT/Merkentile & marine department with bank mortgage clause.

· Pledge of stocks duly insured with bank mortgage clause.

Collateral security:

· Legal mortgage of land and building within city corporation and / or municiple area preferably 1st party.

· Registered power of attorney to sell the mortgage property(ies) without intervantion of court.

· Personal gurentee of spouse / partners.

· Personal gurentee of partners/ directors in case of partnership firm.

· Registretion of charges with joint stock companies under relivent section where required.pledge of finencial instrument if any.

· Lien of financial obligation.

· Hypothecation of mechinery where required.

	Maximum allowable limit
	Maximum tk.5000000(fifty lac) only.

	Required Documents
	· Trade License

· One copy pasport size photograph of intending borrower(s) as well as guarentor(s).

· Bank statement of last six months.

· Letter of partnership in Banks prescribed format.

· Tin certificate.

· Partnership deed registered with RJSC & firm.

· Copy of work order awarded with copy of terms of agreement.

· CS.SA.RS & Hal-Parcha.

· Copy of valid enlistment certificate.

· Non-encumberence certificate.

· Site map/ municipal tax receipt.

· CIB report of the borrower.

· Memorandum and Articles of Association along with certificate of incorporation and resolution from Board of Directors of the company.

· NOC form concerned authority of creation mortgage where applicable.

· Deed of partnership along with letter of partnership on Bank’s perscribed format.

	Rate of interest


	:14.50% p.a. with quaterly rest or as revised from time to time with quarterly rest.



	Penal interest
	· Additional 2% per annum on the overdue amount.

	M aximum term of loan(Tenor)
	· Maximum 12 months

	Grace period
	· One month from the date of  1st  disbursment. 

	Mode of Repayment
	· Lumpsum within validity.

	Disbursement mode
	· Drawing as per D.P.

	Loan Processing fee
	· Tk. 2000/- to be realised at the time of loan disbersment.

	Sevice charge
	· .25% on loan amount to be realised at the time of loan disbersment.

	Varification of information
	· Banks nominated agency or bank official will varify the address of the business enterprise, residence of both borrowers & guarantors.

	Substantiation of Income
	· Bank statement for last 6 months.

· Financial statement.

	Disbursment Per-condition
	· Acceptance of saction terms.

· Clean CIB report

· Payment of all aharges.

· Deposit of instrument duly dicharged

· Ececution of all charge documents.

· Confirmation of lien on security(ies) from issuing branch(In case of othe Bank instrument onfirmation from H.O. of the concerned bank)

	Legal documents
	· D. P. Note

· Letter of arrangement

· Letter of disbursment

· Letter of continuity

· Letter of lien on security(ies)

· Letter of authority to debit A/c

· Letter of authority for encashment of security(ies)

· Surrender from (for ICB unit certificate) 

· From DB 19 (for WEDB)

· Confirmation of lien from issuing branch and concerned bank’s Head office(in case of other bank’s FDR).

· Pledge of request form 19-1 signed by share holder

· Pledge set up confirmed by CDBL

· Incase of shares in the name of Sponsors/Directors of the company two seperate declarations are to be obtained in terms of Bangladesh Bank letter no.

· BRPD(P)/661/13 (cha)/2005-3400 

Dated  25.09.2005.


INTERNATIONAL FINANCE INVEST AND COMMERS BANK LIMITED HEAD OFFICE, DHAKA

PRODUCT PROGRAM GUID LINE

FOR 

SMALL ENTERPRISE FINANCING

LETTER OF CREDIT

	Customer Segment
	· Business enterprise (Other than Public Limitd Company) engaged in manufacturing / trading business.

	Purpose
	· Import or procurement of merchandise.

	Margin
	Banker- Customer relationship or prescribed by Bangladesh Bank from time to time whereever is higher.

	Nationality
	· Bangladeshi

	Security
	Primary:

· Document of title of goods when received.

· In case usance L/C borrowers acceptence on bill of exchange drawn by L/C opening branch.

· Lien on export L/C contract.

Collateral security:

· As per Banker- Customer relationship

	Acceptence charge

(in case of unance L/C)
	As mentioned in the charges schedule of charges.

	Required Documents
	· Trade License

· One copy pasport size photograph of intending borrower(s) as well as guarentor(s).

· Bank statement of last six months.

· Letter of partnership in Banks prescribed format.

· Tin certificate.

· Partnership deed registered with RJSC & firm.

· Copy of work order awarded with copy of terms of agreement.

· Copy of valid enlistment certificate.

· Non-encumberence certificate.

· Site map/ municipal tax receipt.

· CIB report of the borrower.

· Memorandum and Articles of Association along with certificate of incorporation and resolution from Board of Directors of the company.

· NOC form concerned authority of creation mortgage where applicable.

· Deed of partnership along with letter of partnership on Bank’s perscribed format.

	Retirement


	1. Cash requirement of shipping documents.

2. Retirement of document through LTR/LIM facilities.

3. Against acceptance of the documents in case of usance L/C.

	Per-condition for opening of L/C
	· Acceptance of saction terms.

· Clean CIB report

· Payment of all aharges.

· Deposit of instrument duly dicharged

· Ececution of all charge documents.

· Confirmation of lien on security(ies) from issuing branch(In case of othe Bank instrument onfirmation from H.O. of the concerned bank)

	Legal documents
	· D. P. Note

· Letter of arrangement

· Letter of disbursment

· Letter of continuity

· Letter of lien on security(ies)

· Letter of authority to debit A/c

· Letter of authority for encashment of security(ies)

· Trust receippt for BB L/C.


INTERNATIONAL FINANCE INVEST AND COMMERS BANK LIMITED HEAD OFFICE, DHAKA

PRODUCT PROGRAM GUID LINE

FOR 

SMALL ENTERPRISE FINANCING

LOAN AGAINST IMPORTED MERCHANDIZE(LIM)

	Customer Segment
	· Business enterprise (Other than Public Limitd Company) engaged in manufacturing / trading business.

	Purpose
	· For clearence of imported consignment.

	Margin
	Banker- Customer relationship or prescribed by Bangladesh Bank from time to time whereever is higher.

	Nationality
	· Bangladeshi

	Security
	· Impoted goods to be stored at godown under effective control of bank duly insured covering all relevent risks with Banks mortgage clause.

	Maximum term of loan(tenor)
	As per nature of imported items and /or Bangladesh Bank guid lines if any.

	Required Documents
	· Trade License

· One copy pasport size photograph of intending borrower(s) as well as guarentor(s).

· Bank statement of last six months.

· Letter of partnership in Banks prescribed format.

· Tin certificate.

· Partnership deed registered with RJSC & firm.

· Copy of work order awarded with copy of terms of agreement.

· CS.SA.RS & Hal-Parcha.

· Copy of valid enlistment certificate.

· Non-encumberence certificate.

· Site map/ municipal tax receipt.

· CIB report of the borrower.

· Memorandum and Articles of Association along with certificate of incorporation and resolution from Board of Directors of the company.

· NOC form concerned authority of creation mortgage where applicable.

· Deed of partnership along with letter of partnership on Bank’s perscribed format.

	Retirement


	4. Cash requirement of shipping documents.

5. Retirement of document through LTR/LIM facilities.

6. Against acceptance of the documents in case of usance L/C.



	Per-condition for opening of L/C
	· Acceptance of saction terms.

· Clean CIB report

· Payment of all aharges.

· Deposit of instrument duly dicharged

· Ececution of all charge documents.

· Confirmation of lien on security(ies) from issuing branch(In case of othe Bank instrument onfirmation from H.O. of the concerned bank)

	Legal documents
	· D. P. Note

· Letter of arrangement

· Letter of disbursment

· Letter of continuity

· Letter of lien on security(ies)

· Letter of authority to debit A/c

· Letter of authority for encashment of security(ies)

· Trust receippt for BB L/C.


INTERNATIONAL FINANCE INVEST AND COMMERS BANK LIMITED HEAD OFFICE, DHAKA

PRODUCT PROGRAM GUID LINE

FOR 

SMALL ENTERPRISE FINANCING

LOAN AGAINST TRUST RECEIPT

	Customer Segment
	· Business enterprise (Other than Public Limitd Company) engaged in manufacturing / trading business.

	Purpose
	· Retirement of shipping documents.

	Margin
	· Banker-Customer relationship.

	Security
	Primary:

Trust receipt.

Collateral security:

· Legal mortgage of land and building within city corporation and / or municiple area preferably 1st party.

· Registered power of attorney to sell the mortgage property(ies) without intervantion of court.

· Personal gurentee of spouse / partners.

· Personal gurentee of partners/ directors in case of partnership firm.

· Registretion of charges with joint stock companies under relivent section where required.pledge of finencial instrument if any.

· Lien of financial obligation.

· Hypothecation of mechinery where required.

	Maximum term of loan(tenor)
	As per nature of items and /or Bangladesh Bank guid lines if any.

	Required Documents
	· Trade License

· One copy pasport size photograph of intending borrower(s) as well as guarentor(s).

· Bank statement of last six months.

· Letter of partnership in Banks prescribed format.

· Tin certificate.

· Partnership deed registered with RJSC & firm.

· Copy of work order awarded with copy of terms of agreement.

· CS.SA.RS & Hal-Parcha.

· Copy of valid enlistment certificate.

· Non-encumberence certificate.

· Site map/ municipal tax receipt.

· CIB report of the borrower.

· Memorandum and Articles of Association along with certificate of incorporation and resolution from Board of Directors of the company.

· NOC form concerned authority of creation mortgage where applicable.

· Deed of partnership along with letter of partnership on Bank’s perscribed format.

	Rate of interest


	:14.50% p.a. with quaterly rest or as revised from time to time with quarterly rest.



	Penal interest
	· Additional 2% per annum on the overdue amount.

	Disbursment Per-condition
	· Acceptance of saction terms.

· Clean CIB report

· Payment of all aharges.

· Deposit of instrument duly dicharged

· Ececution of all charge documents.

· Confirmation of lien on security(ies) from issuing branch(In case of othe Bank instrument onfirmation from H.O. of the concerned bank)

	Legal documents
	· D. P. Note

· Letter of arrangement

· Letter of disbursment

· Letter of continuity

· Letter of lien on security(ies)

· Letter of authority to debit A/c

· Letter of authority for encashment of security(ies)

· Surrender from (for ICB unit certificate) 

· From DB 19 (for WEDB)

· Confirmation of lien from issuing branch and concerned bank’s Head office(in case of other bank’s FDR).

· Pledge of request form 19-1 signed by share holder

· Pledge set up confirmed by CDBL

· Incase of shares in the name of Sponsors/Directors of the company two seperate declarations are to be obtained in terms of Bangladesh Bank letter no.

· BRPD(P)/661/13 (cha)/2005-3400 

Dated  25.09.2005.


INTERNATIONAL FINANCE INVEST AND COMMERS BANK LIMITED HEAD OFFICE, DHAKA

PRODUCT PROGRAM GUID LINE

FOR 

SMALL ENTERPRISE FINANCING

BIDDER’S LOAN

	Customer Segment
	· Individual,business enterprise (Other than Public Limitd Company) engaged in any business.

	Purpose
	· For issuence of payment order/ security deposite receipt/ demand draft only for participation in the tender.

	Nature of loan
	· Loan general(revolving)

	Nationality
	· Bangladeshi

	Eligibility
	· Any business house in the command area of the branch at least 2 years experience on their line of business.

· The enterprise to be enlisted with govt. /semi-govt /autonomous bodies not bellow the status of cetegory ‘c’. 

	Age Limit for Key Person(s)
	· Minimum age 25 (twenty one) years, maximum 60 years at the date om the maturity of loan.

	Security
	· Legal mortgage of land and building within city corporation and / or municiple area preferably 1st party.

· Registered power of attorney to sell the mortgage property(ies) without intervantion of court.

· Personal gurentee of spouse / partners.

· Personal gurentee of partners/ directors in case of partnership firm.

· Registretion of charges with joint stock companies under relivent section where required.pledge of finencial instrument if any.

· Pledge the financial instrument if any.

	Maximum allowable limit
	Maximum tk.5000000(fifty lac) only.

	Required Documents
	· Trade License

· CIB report of the borrower.

· Memorandum and Articles of Association along with certificate of incorporation and resolution from Board of Directors of the company.

· Deed of partnership along with letter of partnership on Bank’s perscribed format.

· 1 copy paspotr size photograph.

· Copy of trade license

· Personal net worth statement.

· TIN certificate.

· Bia deed

· Up to date rent paid receipt.

· Certificate copy of up to date list of directors.

· Site map

· Mutation with DCR.

· Estimate the cost by a civil engineer.

· Non-encumbrance certificates.

	Rate of interest


	:14.50% p.a. with quaterly rest or as revised from time to time with quarterly rest.



	Penal interest
	· Additional 2% per annum on the overdue amount.

	M aximum term of loan(Tenor)
	· Maximum 1 year excluding grace period.

	Grace period
	· Instalment as per instalment schedule. 

	Mode of Repayment
	· By cancellation of PO/SDR/DD

· Payment to be made when instrument is enchased by the beneficiary.

	Disbursement mode
	· The loan is utilized for issuance of  PO/SDR/D only for participation in the tender.

· The PO/SDR/DD to be issued by debeting the loan general a/c against written requiest by the borrower along with supporting papers.

	Loan Processing fee
	· One % on loan amount (maximum tk. 2000/-) to be realised at the time of loan disbersment.

	Sevice charge
	· .25% on loan amount to be realised at the time of loan disbersment.

	Varification of information
	· Bank’s nominated agency / bank official will varify the business enterprise , residence of both borrower(s) & guarantor(s)

	Submmission of income
	· Bank statement of last 6 months.

· TIN certificate

· financial statements.

	Disbursment Per-condition
	· Acceptance of saction terms.

· Clean CIB report

· Payment of all aharges.

· Deposit of instrument duly dicharged

· Ececution of all charge documents.

· Confirmation of lien on security(ies) from issuing branch(In case of othe Bank instrument onfirmation from H.O. of the concerned bank)

	Legal documents
	· D. P. Note

· Letter of arrangement

· Letter of disbursment

· Letter of continuity

· Letter of lien on security(ies)

· Letter of authority to debit A/c

· Letter of authority for encashment of security(ies)

· Surrender from (for ICB unit certificate) 

· From DB 19 (for WEDB)

· Confirmation of lien from issuing branch and concerned bank’s Head office(in case of other bank’s FDR).

· Pledge of request form 19-1 signed by share holder

· Pledge set up confirmed by CDBL

· Incase of shares in the name of Sponsors/Directors of the company two seperate declarations are to be obtained in terms of Bangladesh Bank letter no.

· BRPD(P)/661/13 (cha)/2005-3400 

Dated  25.09.2005.


INTERNATIONAL FINANCE INVEST AND COMMERS BANK LIMITED HEAD OFFICE, DHAKA

PRODUCT PROGRAM GUID LINE

FOR 

SMALL ENTERPRISE FINANCING

PROJECT LOAN

	Customer Segment
	· Business enterprise (Other than Public Limitd Company) engaged in manufacturing / trading business.

	Purpose
	· To setup new manufacturing / servece unite.

· To BMRE existing manufacturing / service unite.

	Eligibility
	· Customer of the respective branch having shop/business place in the command area with having two yers experience in their line of business.

· Firms /companies should generate sufficient cash flow operation.

	Age Limit for Key Person(s)
	· Minimum age 25 (twenty one) years, 

	Security
	· Hypothecation of vicles. The vickles to be registered with BRTA/BIWT/Merkentile & marine department with bank mortgage clause.

· Pledge of stocks duly insured with bank mortgage clause.

· Legal mortgage of land and building within city corporation and / or municiple area preferably 1st party.

· Registered power of attorney to sell the mortgage property(ies) without intervantion of court.

· Personal gurentee of spouse / partners.

· Personal gurentee of partners/ directors in case of partnership firm.

· Registretion of charges with joint stock companies under relivent section where required.pledge of finencial instrument if any.

· Lien of financial obligation.

· Hypothecation of mechinery where required.

	Maximum allowable limit
	Maximum tk.5000000(fifty lac) only.

	Debt equity ratio
	To be determined on the basis of risk involved in the project subject to maximum 70:30 including IDGP

	Minimum income
	Th ecash general from the business should be sufficient enough to pay required installmrnt. DSCR should be minimum 1.50.

	Required Documents
	· Trade License

· One copy pasport size photograph of intending borrower(s) as well as guarentor(s).

· Bank statement of last six months.

· Letter of partnership in Banks prescribed format.

· Tin certificate.

· Partnership deed registered with RJSC & firm.

· Copy of work order awarded with copy of terms of agreement.

· CS.SA.RS & Hal-Parcha.

· Copy of valid enlistment certificate.

· Non-encumberence certificate.

· Site map/ municipal tax receipt.

· CIB report of the borrower.

· Memorandum and Articles of Association along with certificate of incorporation and resolution from Board of Directors of the company.

· NOC form concerned authority of creation mortgage where applicable.

· Deed of partnership along with letter of partnership on Bank’s perscribed format.

	Rate of interest


	:14.50% p.a. with quaterly rest or as revised from time to time with quarterly rest.



	Penal interest
	· Additional 2% per annum on the overdue amount.

	M aximum term of loan(Tenor)
	· Maximum 5 years in cluding gress period.

	Grace period
	· One month from the date of  1st  disbursment. 

	Mode of Repayment
	· Equal monthly/ yearly/ quarterly installment.

	Disbursement mode
	· To be determined as per requirement of theproject.

	Loan Processing fee
	· .10%(or tk minimum2000/-) to be realised at the time of loan disbersment.

	Sevice charge
	· .25% on loan amount to be realised at the time of loan disbersment.

	Varification of information
	· Banks nominated agency or bank official will varify the address of the business enterprise, residence of both borrowers & guarantors.

	Substantiation of Income
	· Bank statement for last 6 months.

· Financial statement.

	Disbursment Per-condition
	· Acceptance of saction terms.

· Clean CIB report

· Payment of all aharges.

· Deposit of instrument duly dicharged

· Ececution of all charge documents.

· Confirmation of lien on security(ies) from issuing branch(In case of othe Bank instrument onfirmation from H.O. of the concerned bank)

	Legal documents
	· D. P. Note

· Letter of arrangement

· Letter of disbursment

· Letter of continuity

· Letter of lien on security(ies)

· Letter of authority to debit A/c

· Letter of authority for encashment of security(ies)

· Surrender from (for ICB unit certificate) 

· From DB 19 (for WEDB)

· Confirmation of lien from issuing branch and concerned bank’s Head office(in case of other bank’s FDR).

· Pledge of request form 19-1 signed by share holder

· Pledge set up confirmed by CDBL

· Incase of shares in the name of Sponsors/Directors of the company two seperate declarations are to be obtained in terms of Bangladesh Bank letter no.

· BRPD(P)/661/13 (cha)/2005-3400 

Dated  25.09.2005.


2.6.3 Approval Authority: 
· IFIC Bank Ltd. believes in decentralization of powers. With a view to ensuring prompt and efficient services to its multitude of clients spread far and wide, the Bank envisages delegation of optimum powers to its Executives and Officials at different levels of operations. . 

· The Bank intends to make it crystal clear to all concerned that the powers are delegated to serve the greater interest of the institution. 

· The credit approval function has been separated from the marketing/relationship management function.

· All credit risks must be authorized by executives within the authority limit delegated to them. 

· Any credit proposal that does not comply with Lending Guidelines, regardless of amount, has to be referred to Head Office for Approval.

· Any breaches of lending authority to be reported to Managing Director & CEO, Head of Internal Control and Head of CRM.

Time Requirement for Approval of Credit Proposals:

· At Branch level :  Branch Authority as per their business delegation must take decision within maximum of 3 - 7 days

· At Head Office level :  The Head Office  Credit Committee(HOCC)/ Executive Committee of the Board of Directors/Board of Directors shall take decision within maximum of :

· 5 – 7 days for simple type of facility

· 15 – 30 days for Project Loan

· 30 – 60 days for Loans under Syndication / Club Finance etc.

· Sanction letter to be issued within 1 – 2 days time from the date of approval.

· In case of Large Loan, it must be reported to Bangladesh Bank.

· In case of the specific loans like Director’s loan, prior approval from Bangladesh Bank to be obtained as per requirements / guidelines of Bangladesh Bank.

Some Examples of SME Credit Proposal:
( i )

Note Sheet

           (HO-CRM-SME)

Date : July’ 22 2009. 

Page – 2

Subject : Proposal fro sanction of : 

1. L/C limit of US$ 30,000.000 eqvt. Tk. 21.00 Lac and 

2. LTR limit of Tk. 7.50 lac. 

A/C M/S. Rahman International at Motijheel Branch, Dhaka. 

Trade license 

: Up to 30.06.2009

IRC


: Issued on 10.08.2005

Rant paid receipt 
: Not provided. 

Income Tax clearance certificate : Obtained for 2007-2008 F.Y. 

Financial Indicators of the firm :   

	Total Asset
	Tk. 16.94 lac

	Liability 
	Tk.   1.65 lac

	Net Worth
	Tk. 15.29 lac


CIB Report : As of 30.04.2009 (monthly) & 31.03.2009 (quarterly) contains “NIL” information. 

Recommendation of the Branch : 

Considering party’s genuine need, their previous commitment, value of collateral security as well as future earning prospects Branch has recommended for sanction of Letter of Credit (Sight) limit of US$ 0.30 lac eqvt. Tk. 21.00 lac & LTR limit of Tk. 7.50 lac on account of M/S. Rahman International. 

In view of the above the proposal is placed on the following terms and conditions : 

A. 
Nature of limit

: Letter of Credit (Sight)
Extent of limit 
: US$ 0.30 lac eqvt. Tk. 21.00 lac (Taka twenty one lac) only. 

Purpose 

: To import ingredients of Animal and Poultry Nutritional food. 

Margin
: 10% or as imposed by Bangladesh Bank from time to time whichever is 

   higher. 

Security

: i) Documents of title to the goods as and when received. 




  ii) Personal guarantee of the proprietress of the firm. 

Lending category 
: Others (OT). 

Type of borrower
: Small Enterprise Financing. 

Sector Code

: 903010

Economic purpose code : 8419

Security Code

: 38

Commission 

: As per Bank’s prescribed rate. 

Rate of interest on PAD :@15.50% p.a. or as revised from time to time with quarterly rests. 

After 30 days additional interest @ 2% will be charged on the overdue  amount as per circular no. 08 dated 13.02.2005. 

Mode of repayment
: Retirement of documents through Loan against Trust Receipt / by cash from 

  own source. 

Expiry


: 30.06.2010. 

Special Conditions
:  i) Upto date IRC is to be obtained. 




  ii) L/C is to be opened subject to the following conditions. 





a) L/C must contain the clause that pre-shipment inspection 

of goods shall be conducted by the approved surveyor. (If     

required). 

b) Satisfactory credit report on supplier should be obtained. 

c) Any fluctuation in exchange rate is to be borne by the   

    importer. Adequate measure should be taken at every   stage for protection of Bank’s interest. 

d) Insurance must adequately cover all resks including WAR, SRCC 

& Non-delivery. In case of import through Land Border, insurance must adequately cover Road / Rail risks. However on shipment of goods the relative original Insurance Policy should be collected for placing the same in the file. 





e) Exchange Control Regulation, Guide Lines for Foreign 

Exchange Transactions and Current Import Policy order with all subsequent changes made through F.E. circulars, SRO / Public Notice should be complied with. 

f) In case of import through Land Border, I.D. Circular No. 

    87/05 dated 27.12.05 must be adhered strictly. 

Special Instructions
: i) Branch should ensure to report IMP Form on lodgement of PAD 

documents and Bill of Entry should be matched after clearance of relative goods with the duplicate copy of IMP Form within the stipulated period as provided in Chapter 15/43, Para 26 & 27 under guidelines for Foreign Exchange Transactions. In this connection Head Office ID circular No. 25/2005 dated 06.03.2005 should be followed meticulously. 




   ii) Each PAD must be retied within 30 days from the date of its 

        creation. 

Note Sheet

           (HO-CRM-SME)

Date : July’ 22 2009. 

Page – 1

Subject : Proposal fro sanction of : 

3. L/C limit of US$ 30,000.000 eqvt. Tk. 21.00 Lac and 

4. LTR limit of Tk. 7.50 lac. 

A/C M/S. Rahman International at Motijheel Branch, Dhaka. 

Profile of the Concern : 
Name of the Concern
: M/s. Rahman International. 

Status of the concern

: Proprietorship Concern. 

Business Address

: 2/16, Babor road, Mohammadpur, Dhaka-1207. 

Name of the Proprietress
: Ms. Fahmida Rahman. 

Nature of Business

: Importer & Trader of Poultry Feed ingredients. 

Banking relationship 

: Since 2005. 

Background : 
Ms. Fahmida Rahman is the daughter of Mr. Golam Rahman. Was the proprietor of M/s. Rahman Corporation, a proprietorship concern engaging in the business as importer & traders of poultry feeds ingredients (consumed by different poultry feed mills) as well as commercial commodity. Mr. golam Rahman had been routing their business through our branch since 1992 (since opening of their business) & enjoyed various forms of credit facilities from our Branch in the form of Cash Credit (Hypothecation), Letter of Credit (on cash to cash basis) since 2000. 

Suddenly, golam Rahman had been passed away on 17.07.2006. After his death, at the request of Mrs. Tanu Rahman (wife of Late golam Rahman), all the liabilities of M/s. Rahman Corporation had been fully adjusted on 01.08.2006. 

Credit facility extended to the Concern : 
Ms. Fahmida Rahman, the proprietess of the firm, has been enjoying Letter of Credit facility from our Branch on cash to cash basis through cash retirement since 2006. 

Liability position (as on 05.07.2009) : Nil
The proposal : 
Now, as requested by the proprietors of the firm branch has forwarded the proposal for sanction of L/C limit of US$ 0.30 lack eqvt. Tk. 21.00 lac to import ingredients of Animal and Poultry Natural Food & LTR limit of Tk. 7.00 lac to retire Import documents. 

Security Arrangement : 
	Facility
	Aggangement

	L/C Facility
	i) Documents of Title to goods as and when received. 

ii) Personal guarantee of the proprietors of the firm. 

	LTR Facility
	i) Trust Receipt Form duly signed by the Importer. 

ii) 520 sft. Flat (including common space) at “BRAC Palli”, Bhaban- 02 (2-D, south west corner on 1st floor : undivided & undemarcated 0.62 decimal land out of 62.00 decimal land), Azampur Railgate, Uttara, Dhaka within Dhaka City Corporation standing in the name of Mrs. Sanjida Rahman (Sister of the Proprietress of the firm) 


Value of property & Security coverage : 



(Tk. In lac) 
	Branch assessment as on 25.06.09
	Surveyor’s {M/s. Baltic Control (BD) Ltd.}

Assessment as on 24.06.2009

	Market value
	Considered value
	Present value
	Distressed value.

	20.12
	16.10
	15.65
	14.04

	Security Coverage : 2.00 times


Performances : 
i) 
CD A/C Turnover (from 01.07.2008 to 30.06.2009) : 


Balance (as on 01.07.2008)
: Tk.    68,444.046


Debit Summation 

: Tk. 6,99,379.35


Credit Summation 

: Tk. 6,47,845.50


Balance (as on 30.06.2009)
: Tk.    16,910.19

ii) 
Import Business Performance : 
	Year
	No. of L/C
	Amount (US$)
	Eqvt. Tk.
	Earnings

	2006
	06
	US$ 0.63 lac
	Tk. 42.84 lac
	Tk. 0.26 lac

	2007
	05
	US$ 0.63 lac
	Tk. 43.47 lac
	Tk. 0.26 lac

	2008
	03
	US$ 0.35 lac
	Tk. 24.24 lac
	Tk. 0.15 lac

	2009
	Nil
	Nil
	Nil
	Nil


iii) 
PAD Adjustment performance : The party has retires all the import documents on the same day under cash basis. 

International Finance Investment And Commerce Bank Limited

Motijheel Branch, Dhaka










July 07, 2009

INTER OFFICE MEMORIANDUM

	From : 

Ref : 
	The Senior Executive Vice President & Relationship Manager

IFIC bank Limited

Motijheel Branch, Credit Department

IFICB / Rahman / LC-LTR/2009/
	To : 
	The Executive Vice President & Head of Credit Risk Management Division

IFIC Bank Limited 

Head Office

Dhaka. 


Sub : Proposal for sanction of : 

i) Letter of Credit (L/C) limit of US$ 0.30 lac eqvt. Tk. 21.00 lac &


ii) Loan against Trust Receipt (LTR) limit of Tk. 7.50 lac. 

A/C M/s. Rahman International 
Profile of the Concern : 
Name of the Concern 
: M/s. Rahman International 

Status of the Concern 

: Proprietorship Concern. 

Business Address

: 2/16, Babor Road, Mohammadpur, Dhaka-1207. 

Name of the Proprietor 
: Ms. Fahmida Rahman. 

Nature of Business

: Import & Trader. 

Banking relationship

: Since 2005. 

Background 


:
M/s. rahman International is a proprietorship concern of Ms. Fahmida Rahman who has been engaged in import business of Poultry Feed ingredients since 2005 having business address at 2/16, Babor Road, Mohammadpur, Dhaka-1207 with good market reputation. 

Ms. Fahmida Rahman is the daughter of Mr. golam Rahman. Mr. golam Rahman was the proprietor of M/s. rahman Corporation, a proprietorship concern engaging in the business as importer & traders of poultry feeds ingredients (consumerd by different poultry feed mills) as well as commercial commodity. Mr. golam Rahman had been routing their business through our branch since 1992 (since opeining of their business) & enjoyed various forms of credit facilities from our Branch in the form of Cash Credit (Hypothecation), Letter of Credit (on cash to case basis) since 2000. 

Suddenly, golam Rahman had been passed away on 17.07.2006. After his death, at the request of Mrs. Tanu Rahman (wife of Late golam Rahman), all the liabilities of M/s. Rahman Corporation had been fully adjusted on 01.08.2006. 

Credit facility extended to the Concern :
Ms. Fahmida Rahman, the proprietress of the firm, has been enjoying Letter of Credit facility from our Branch on cash to cash basis through cash retirement since 2006. 

Present liability position (as on 05.07.2006)
: Nil


 (Contd ….P/2)
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A/C M/s. Rahman International 

The party vide their letter dated 13.04.2009 has informed the branch that this yers, they have planned to increase their volume of Business to cope with the increasing trend of demand. They party has also informed that the price of the ingredients of Poultry feeds in the international market is in increasing trend. Moreover, Credit sales have been increased. So, it is difficult for tye party to retire all the documents under cash retirement basis. 

Party’s Approach
:
Now, Ms. Fahmida Rahman, the proprietress of the firm has 

requested the branch for sanction of: i) L/C limit of US$ 0.30 lac eqvt. Tk. 21.00 lac & ii) LTR lomit of Tk. 11.00 lac on account of M/s. Rahman International. 

Security Offered
:
To secure the proposed LTR facility, Ms. Fahmida Rahman 

has offered 520.00 sft. Flat (including common space) at BRAC Palli”, Bhaban-02 1st Flor : undivided & undemarcated 0.62 decimal land out of 62.00 decimal land) standing in the name of Mrs. Sanjida Rahman (elder sister of the proprieress). 

The Proposal

:
After scrutiny & analyzing the requirement of the party, 

Branch has forwarded proposal with due recommendation for sanction of the following limits on account of M/s. Rahman International:

 



i) L/C (Sight) limit
: US$ 0.30 lac eqvt. Tk. 21.00 lac &





ii) LTR limit

: Tk. 7.50 lac

	Facility
	:
	Purpose
	Remarks

	Letter of Credit (L/C)
	:
	To import ingredients Animal and Poultry Nutrition Food
	i) Margin : 10%. 

ii) Commission : As per Prescribed rate.

iii) Interest on PAD : As per Prescribed rate

	Loan Against Trust Receipt (LTR)
	:
	To retire Import documents.
	i) Interest on LTR : As per Prescribed rate. 

ii) Tenor : 90 days from the date of creation. 


Security Arrangement : 
	Sl. No
	Facility
	Arrangement

	01
	L/C Facility
	i) Documents of Title to goods as and when received. 

ii) Personal guarantee of the proprietress of the firm. 

	02
	LTR Facility
	i) Trust Receipt Form duly signed by the Importer. 

ii) 520 sft. Flat (including common space) at “BRAC Palli”, Bhaban-02 (2-D, South west corner on 1st floor: undivided & undemocratic 0.62 decimal land out of 62.00 decimal land), Azampur Railgate, Uttara, Dhaka within Dhaka City Corporation standing in the name of Mrs. Sanjida Rahman (Sister of the Proprietress of the firm). 


Value of Collateral Security : 
M/s. Baltic Control (BD) Ltd. Bank’s enlisted surveyor has assessed the value of the property on 24.06.09

	Description of Security
	Market Value
	Forced Sale Value

	520 sft. Flat (including common space) at “BRAC Palli”, Bhaban-02 (2-D, South west corner on 1st floor: undivided & undemocratic 0.62 decimal land out of 62.00 decimal land), Azampur Railgate, Uttara, Dhaka under Mouza- Faridabad, JL # CS. 199, SA. 14, Khatian No. CS. 162, SA. 282, Mutation 282, 282/1, 282/2, 282/3, DP. 238, Plot No. Sabek-401, Hal-1306 vide deed No. 12530 dated 22.06.2004 within Dhaka City Corporation under PS. Uttara, Dist. Dhaka standing in the name of Mrs. Sanjida Rahman (third party property). 
	Tk. 15.65 lac
	Tk. 14.04 lac
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A/C M/s. Rahman International 

Branch has assessed the value of the property on 285.06.09 : 
	Description of Security
	Market Value
	Considered Value

	520 sft. Flat (including common space) at “BRAC Palli”, Bhaban-02 (2-D, South west corner on 1st floor: undivided & undemocratic 0.62 decimal land out of 62.00 decimal land), Azampur Railgate, Uttara, Dhaka under Mouza- Faridabad, JL # CS. 199, SA. 14, Khatian No. CS. 162, SA. 282, Mutation 282, 282/1, 282/2, 282/3, DP. 238, Plot No. Sabek-401, Hal-1306 vide deed No. 12530 dated 22.06.2004 within Dhaka City Corporation under PS. Uttara, Dist. Dhaka standing in the name of Mrs. Sanjida Rahman (third party property). 
	Tk. 20.12 lac
	Tk. 16.10 lac


Performance of the Company : 

i) Account Performance : 



(During the period 01.07.2008 to 30.06.2009) 



CD A/C Turnover : 


Balance (as on 01.07.2008) 
:
Tk. 64,444.04



Debit Summation

:
Tk. 6,99,379,35



Credit summation

:
Tk. 6,47,845.50



Balance (as on 30.06.2009)
:
Tk. 16,910.19


ii) Import Business Performance : 
	Year
	No. of L/C
	Amount (US$)
	Eqvt. Tk. 

	2006
	06
	US$ 0.63 lac
	Tk. 42.84 lac

	2007
	05
	US$ 0.63 lac
	Tk. 43.47 lac

	2008
	03
	US$ 0.35 lac
	Tk. 24.24 lac

	2009 (up to 05.07.09)
	Nil
	Nil
	Nil



iii) Earnings : 
	Year
	Amount

	2006
	Tk. 0.26 lac

	2007
	Tk. 0.26 lac

	2008
	Tk. 0.15 lac

	2009 (up to 30.06.09)
	---


CIB Report
Nil information has been found from the last CIB report of the party as on June 14, 2009 (Print date). 

Under the noted circumstances & in considering genuine business requirement of the Party, their previous commitment, value of collateral security as well as future earning prospects of the branch, we recommend for sanction of: i) Letter of Credit (Sight) limit of US$ 0.30 lac eqvt. Tk. 21.00 lac & ii) LTR limit of Tk. 7.50 lac on account of M/s. Rahman International under the usual terms & conditions A. 
Nature of limit


: Letter of Credit (Sight) 
Extent of limit 

: US$ 0.30 lac eqvt. Tk. 21.00 lac (Taka twenty one lac) only. 

Purpose


: To import ingredients of Animal and Poultry Nutritional Food. 

Margin



: 10% (Cash on L/C value). 

Contd……….p/4)
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A/C M/s. Rahman International

Security


: i) Documents of title to the goods as and when received. 





  ii) Personal guarantee of the proprietress of the firm. 

Commission


: As per bank’s prescribed rate. 

Rate of interest on PAD
: As per Bank’s prescribed rate. After 30 day, additional 2% interest will be charged on the overdue amount as per circular No. 08 dated 13.02.2005. 

Mode of repayment

: Retirement of documents through Loan against Trust Receipt/ by cash from own source. 

Expiry



: 30.06.2010. 

Precondition for opening
: Completing all documentation formalities. 

Of L/C





: Complying with Exchange Control Regulation & Current Import Policy Order with all subsequent changes made through F.E. circulars, SRO Public notices. 





: Add confirmation to L/C to be provided when required. 





: Depositing LC commission, Insurance premium etc. 

 



: Obtaining satisfactory credit reports on the suppliers of the goods to be imported. 

B. 

Nature of limit

: Loan against Trust Receipt (LTR)
Extent of limit


: Tk. 7.50 lac (Taka seven lac fifty thousand) only. 

Purpose


: For retirement of Import documents. 

Security


: i) Trust Receipt Form duly signed by the Importer. 





  ii) Legal mortgage for Tk. 7.50 lac to be executed on 520 

sft. Flat (including common space) at “BRAC Palli”, Bhaban-02 (2-D, South west corner on 1st floor: undivided & undemarcated 0.62 decimal land out of 62.00 decimal land), Azampur Railgate, Uttara, Dhaka at Mouza-Faridabad under JL # CS. 199, SA. 14, Khatian No. CS. 162, SA. 282, Mutation 282, 282/1, 282/2, 282/3, DP. 238, Plot No. Sabek-401, Hal-1306 vide deed No. 12530 dated 22.06.2004 within Dhaka City Corporation under PS. Uttara, Dist. Dhaka standing in the name of Mrs. Sanjida Rahman (third party property) valued Tk. 14.04 lac (Distress value). 





  iii) Personal guarantee of the proprietress of the firm. 





  iv) Personal guarantee of the owner of the property. 

Lending Category

: Other commercial Lending (OC). 

Type of Borrower

: Small Enterprise Financing. 

Rate of Interest

: As per bank’s prescribed rate or as revised from time to time with 

quarterly rest. Additional 2% interest will be charged on the overdue   amount / excess over limit as per circular No. 08 dated 13.02.2005. 

Tenor



: 90 days from the date of creation of each LTR. 

Mode of Repayment 

: From Sales Proceeds / own source. 

Expiry



: 30.06.2010. 

The proposal is submitted for consideration. 

(Md. Shahjahan Miah)



(Mati-ul Hasan)

Senior vice President &



Senior Executive Vice President &

Head of CRM (Branch)



Relationship Manager.  

Example-(ii)
Brief Cash History and Proposed

Terms of Sanction A/C M/S. Queen Stationery.
M/S. Queen Stationery having its office cum-sales center at 51, Motijheel C/A, Dhaka-1000 is a  proprietorship concern of Mr. Md. Ashjraf Hossain. M/S. Queen Stationery has started it’s business in 1966. His two sons are engaged with him in business out of four sons. M/s. Queen Stationery has been engaged in wholesale & retailer and supplier of Stationery items business since long with reputation. The party has opened a Current Account bearing no. 0833029982 with us on 18.03.2007. 

The party had availed a Cash Credit (hypo) limit facility of Tk. 3.00 lac in the name of M/s Queen Stationary from Pubali Bank Ltd. Motijaheel Branch, Dhaka and liability was fully adjusted in the year of 2005. Last year he has completed a two storied Building of 950 sft at 89/90, Banogram Road, Dhaka, which is his own residence. We were pursuing Mr. Ashraf Hossain since long for Banking with us. As a result, M/S Queen Stationary has been banking with us for the last 2 years. We have sanctioned a Cash Credit limit of Tk. 10.00 lac last year to meet up his working capital requirement as he spent substantial amount for construction of his residential house. This year party approached us to renew the existing limit with the enhancement of limit to Tk. 20.00 lac. After a mutual discussion we offered enhancement of limit up to Tk. 12.00 lac and assured that the limit may be further enhanced if transactions are found satisfactory. 

Proprietor & : Employees : 
Mr. Ashraf Hossain is the proprietor of Queen Stationery and he has four employees for his sales center. 

Performance : 
Summarized position of purchase / sales of the Borrower is as below : 

	Year ended June
	Total Purchase
	Total Sale
	Net Profit

	2006
	Tk. 65.90 lac
	Tk. 72.62 lac
	Tk. 3.79 lac

	2007
	Tk. 72.26 lac
	Tk.75.60 lac
	Tk. 3.88 lac

	2008
	Tk. 94.07 lac
	Tk. 100.04 lac
	Tk. 5.30 lac


From the above data it is found that from 2006 to 2008, total purchase has increased from Tk. 65.90 lac to Tk. 94.07 lac, total sale has increased from Tk. 72.62 lac to Tk. 100.04 lac and Net profit was decreased in 2007 from Tk. 3.97 lac to Tk. 3.88 which further increased in 2008 in comparison to the previous 2 years. In 2008 the profit was Tk. 5.30 lac. The average purchase during the year 30.06.2008 was Tk. 32,438 /- and an average sale was Tk. 34,496 /- per day considering 290 working days. 

Net worth of the Party : 
According to the information provided by the party the net worth statements is as follows as on 30.06.2008: 

A. Investment : 
i) Cash in Hand 

Tk.      78,000 /-


ii) Stock 


Tk. 18,02,000 /-


iii) Receivable 

Tk.   8,75,000 /-


iv) Other Investment 

Tk.                  Nill. 

Sub Total 
         = Tk. 27,55,000 /-

B. Liabilities : 

i) Outside liabilities / payable

Tk.    94,000 /-


ii) Outstanding against the 

Tk. 8,82,000 /-


     Present liability







Sub Total     = Tk. 9,76,000 /-

C. Net Investment of the applicant (A-B) = Tk. 17,79,000 /-

D. Immovable Property / Assets : 


Nill

E. Net worth 



       = Tk. 17,79,000 /-

Particulars of C.C. (Hypo) A/C with us : 
Name of Account 




:
M/s. Queen Stationery

Date of Opening




:
09.03.2008

Dr. Summation from 09.03.2008 to 31.01.2009
: 
Tk. 24.21 lac

Cr. Summation from 09.03.2008 to 31.01.2009
:
Tk. 33.54 lac

Present Balance of as on 31.01.2009


:
Tk.   9.31 lac


Marketing Networks : 
The Firm sales stationery items to wholesalers, retailers and suppliers to different offices of the whole Motijheel area against 75% cash and 25% credit. 

Competitors : 
The name of two major competitors of M/S. Queen Stationary is : 

Name of the Competitors 

Address
1. Siraj Enterprise


51, Motijheel C/A, Dhaka. 

2. Swapan Stationery 


51, Motijheel C/A, Dhaka. 

Name of two reference persons : 
The names of two reference persons are : 

Name of the References 

Address
1. Mr. Ahmed Hossain Swapan
M/S. Swapan Stationery, 






51, Motijheel C/A, Dhaka.

2. Mr. Md. Sirajul Islam

M/S. Siraj Enterprise, 






51, Motijheel C/A, Dhaka.

CIB Report : 
We have applied for CIB report on 01.02.2008 to Bangladesh Bank, Which will be sent to Head Office upon receipt. 

Cont’d ..P/03

Recommendations : 
Considering the earning prospect of the branch, security aspect and to increase branch’s retail advance portfolio, we recommend for sanction of CC (Hypothection) limit with enhancement in avour of M/S Queen Stationery under the following terms & conditions :- 

Nature of facility
: 
Cash Credit (Hypothecation) - SEF
Extent of facility
:
Tk. 12,00,000 /- (Taka Twelve lac only) 

Purpose

:
To meet up working capital requirement. 

Security
:
Hypothecation of Stationery items duly insured with 

Bank’s mortgage clause (Fire, RSD & Flood only). 

Collateral Security
:
i) Legal mortgage on the fixed assets comprising 4.50 

(2.25+2.25) decimal / 2.73 katha of land (as per deed)   but 3.22 Decimal / 1.95 katha (as per R.S. Parcha) with 2 storied Building situated at Mouza-Sabek- Shahar Dhaka, Hal-Waril J.L # 1, Pertaining to CS KHAtian No. 4718, SA Khatian No. 1885, RS Khatian No. 578, Mutation0 1885/1, CS Dag No. 418, S.A- 5525, R.S- 7777 in the name of Md. Ashraf Hossain value at Tk. 50.35 lac assessed by M/s Baltic Control (BD) Ltd. On 17.04.2007. 





ii) Registered Irrevocable General Power of Attorney in 

    facour of the Branch to sale the property. 

iii) Personal Guarantee of the owner of the property. 

Margin


:
25% (on value of stock) 

Lending Category
:
Working Capital (Other commercial landing) 

Rate of Interest 
:
15.50% p.a. or as revised from time to time with 

quarterly rests. (Additional interest on excess over limit / overdue advances will be charged @ 2.00% p.a. over the prescribed rate.)

Repayment

:
Time to time adjustment from sale proceeds of 

Stationery goods. 

Expiry


:
28/02/2010. 

(Kazi Azmal Bari) 




(Sk. Rashid Ahmed) 

Senior Asst. Vice President



Executive Vice  President & 

Relationship Manager.

IFIC Bank Limited

Loan Proposal (Small Enterprise)

	BRANCH
	BR. CODE
	REF. No
	Date

	FEDERATION BRANCH
	1008
	IIC ? FED / ADV/
	08/02/09

	REGIONAL OFFICE
	ACCOUNT NO. 
	DATE A/C Opened
	A/C Type

	
	0833029982
	18/03/07
	CD A/C

	BORROWER PROFILE
	Proprietor / Partners / Directors (MAIN Sponsors first)

	Name : M/S Queen Stationary
	Owner’s Name (s)
	No. of Share
	%

	TIN : 219-101-0121/CA-8, Tax Zone-1, Dhaka
	1. Md. Ashraf Hossain
	Proprietorship
	100

	Address: 51, Motijhaeel C/A, Dhaka-1000. 
	2.
	
	

	Office : 51, Motijhaeel C/A, Dhaka-1000.
	3.
	
	

	
	4.
	
	

	Residence : 89/09, Banogram Lane, Tikatuli, Dhaka-1203
	5.
	
	

	
	6.
	
	

	Ownership Type : Proprietorship
	Reference (at least two)

	Date of Est. / Inc. 1996
	Name
	Address (including contact details)
	

	Date of commencement : N/A
	1. Md. Ahmed Hossain Swapan
	Swapan Stationary, 51, Motijhaeel C/A, Dhaka-1000.

	Person of Contact : Md. Asraf Hossain
	
	

	Phone Number : 9553624, 01711606250
	2. Md. Sirajul Islam
	Siraj Enterprise. 51, Motijhaeel C/A, Dhaka-1000.

	E-mail No. 
	
	

	
	No. of Worker / Employee
	04

	
	Total investment (excluding the value of Land & Building)


	Tk. 27.55 lac

	Industrial 
	Commercial
	Agriculture
	Service
	Any Other

	
	 Trading
	
	
	

	Sanction Advice No. 
	Date (S)
	Type Of Business
	Purpose:

	01/2008
	19/02/2008
	Lending Category : OC
	Sector Code: 903040

	
	
	Security Code : 40
	E. Purpose Code : 8111

	Risk Rating :
	
	Bank Defined Coade:
	

	EXISTING FACILITY                                                                                                                         Tk. In Lac

	Nature of Facility
	Limit
	Sanction date
	O/S as on 31/01/09
	Intt. / Comm
	Margin
	Expiry
	Status

	Funded C.C. (H)- SEF
	
	
	
	
	
	
	Amount overdue (if any)
	Amount Rescheduled Restructured (if any)

	
	10.00
	19/02/08
	9.31
	15.50%
	25%
	28/02/09
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Total Funded
	10.00
	
	
	
	
	
	
	

	
	Nill
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Total Non Funded
	Nill
	
	
	
	
	
	
	

	Total Funded & Non Funded
	10.00
	
	
	
	
	
	
	


Tk. In lac

	PROPOSAL

	
	Limit
	Fresh/Renewal/ Enhancement
	Purpose
	Intt./Comm
	Margn
	Expiry

	-SEF
	12.00
	Renewal & 
	To meet of
	15.50%
	25%
	28/02/2010

	
	
	Enhancement
	Working Capital
	
	
	

	
	
	
	Requirement
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Funded
	12.00
	
	
	
	
	

	Funded
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	al Non Funded
	
	
	
	
	
	

	al Funded & Non Funded
	12.00
	
	
	
	
	

	security Datails- Existing

	Hypothecation of official stationary goods value Tk.

	Registered mortgage of Landed Property as Scheduled below :

	Discription
	Measurement
	District
	Village/Thana
	Mouza
	Tanzi
	Dag
	Khatian
	Present value
	Remarks

	50 Dec. land
	4.50 Dec.
	Dhaka
	Sutrapur
	Hal-wari
	J L-01
	CS. 418
	4718
	55.35 lac
	

	With 2 storied
	
	
	Wari
	Sabek
	
	SA. 5525
	1885
	
	

	Building in the
	
	
	
	Sahar
	
	Rs. 7777
	578
	
	

	Name of Md.
	
	
	
	Dhaka.
	
	Mut-
	1885/1
	
	

	Asraf Hossain
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Legal Opinion
	Yes/No
	Branch valuation
	
	Distressed value
	

	Comments if any

	c) Lien on Cash, FDRs etc : N/A

	Description
	Instrument
	Datwe of investment
	Face value
	Maturity date
	Interest rate
	Value at maturity
	Remarks

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Fresh

	a) Hypothecation pf

	b) Registered mortgage of Landed Property as scheduled below:

	Description
	Measuremtnt
	District 
	Village/Thana
	Mouza
	Tauzi
	Dag
	Khatian
	Present value
	Remarks

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Legal opinion obtained
	Yes/No
	Branch valuation
	
	Distressed value
	

	Comments if any

	c) Line of Cash, FDRs etc. N/A

	Description
	Instrument
	Datwe of investment
	Face value
	Maturity date
	Interest rate
	Value at maturity
	Remarks

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	Existing Security Documentation short fall                                             (Yes/None)

If yes, mention datails : 


Name of the A/C : M/S Queen Stationery

Branch : Federation Branch

	E
	Reg. with RJSC
	To be Regd. 
	Nature
	Name of Charge Holder

	mt Assets
	
	
	i) 1st Charge
	IFIC Bank Itd. Federation Branch

	d Assets
	
	
	ii) 2nd Charge
	

	ac of purchase, Profit & loss of last 3 years

	
	Total Purchase
	Total Sale
	Newt Profit
	Remarks

	2008
	Tk. 94.07 lac
	Tk. 100.04 lac
	Tk. 5.30 lac
	Good

	2007
	Tk. 72.26 lac
	Tk. 75.60 lac
	Tk. 3.88 lac
	

	2006
	Tk. 65.90 lac
	Tk. 72.62 lac
	Tk. 3.97 lac
	

	OSITS PERFORMANCE (3 Calendar years)                                                                 Earnings from the A/C

	
	
	
	
	Year
	2008
	2007
	2006

	osit performance
	
	
	
	Interest Incom
	Tk. 95,150.00
	NIL
	NIL

	a
	
	
	
	Commission
	-
	
	

	eign Currency
	
	
	
	Other incom
	-
	
	

	SINESS PERFORMANCE : N/A
	Total
	Tk. 95,150.00
	NIL
	NIL

	Port
	
	
	
	Group Business- (During last 3 years) : N/A

	sport
	
	
	
	Year
	
	
	

	remittance
	
	
	
	Deposit
	
	
	

	Guarantee
	
	
	
	Import
	
	
	

	local L/C (saaa)
	
	
	
	Export
	
	
	

	DBP
	
	
	
	Earning
	
	
	

	Others
	
	
	
	
	
	
	

	DETAILS OF GROUP ACCOUNTS

	(Including the A/C
	Limit
	Outstanding
	Overdue

	
	Funded
	Non Funded
	Funded 
	Non Funded
	Principal
	Interest

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Total
	
	
	
	
	
	

	Account Turnover for 11 months from last renewal on 01/03/08 to 31/01/09

	Nature
	Period
	Opeining Balance
	Summation
	Closing Balance
	Highest bnebit balance (with date) 
	Highest Credit (With  date)
	Highest Stock (with date)
	Lowest Stock (with date) 
	Outstanding as on lowest stock date
	Average

	
	
	
	
	
	
	
	
	
	
	
	

	Cash Credit (H)
	1st 6 month
	0.00
	16.58
	8.20
	8.37
	9.40 30/06/08
	1.10 26/08/08
	19.59 30/05/08
	16.57 31/03/08
	1.31
	6.90

	
	2nd 6 month
	8.37
	16.96
	16.01
	9.32
	9.72 30/12/08
	1.00 08/10/08
	19.75 30/11/08
	18.33 30/09/08
	9.28
	9.49

	Cash Credit (P)
	1st 6 month
	
	
	
	
	
	
	
	
	
	

	
	2nd 6 month
	
	
	
	
	
	
	
	
	
	

	Overdraft
	1st 6 month
	
	
	
	
	
	
	
	
	
	

	
	2nd 6 month
	
	
	
	
	
	
	
	
	
	

	Others
	1st 6 month
	
	
	
	
	
	
	
	
	
	

	
	2nd 6 month
	
	
	
	
	
	
	
	
	
	


Name of the A/C : M/s. Queen Stationery 

	Coverage
	Policy No. UIC/HO/MALI/FP-018/03/2008

	e Insurance Company
	UNION INSURANCE CO. LTD. 

	sured
	Tk. 11,00,000 /-

	ed
	Fire, RSD & Flood

	Piry
	10/03/2009

	s of Renewal with enhancement since fires sanction (in case of existing limit)

	Name of facility
	Date of Sanction / Renewal / enhancement
	Amont of sn\anction / renewal
	Limit enhancement from to

	CC (H)
	19/02/2008
	Tk. 10.00
	

	SEMENT OF WORKING CPITAL REQUIREMENT (Tied up period) : 

	Particulars
	Total Requirement
	Existing Position
	Assumptions for 200/2009

Sales: Tk. 11506000.00

Purchase : Tk. 10007000.00

Tled Up perlod :- 

Stock : 58 days

Receivable : 32 days

	erage Inventory / Stock
	
	
	

	aw Materials / Goods at cost (   day)
	
	
	

	York-in-process (     days)
	
	
	

	inlshed Goods (      58 days)
	1612239.00
	1802000.00
	

	ackaging Materials    (     days)
	
	
	

	goods in Translt    (     days)
	
	
	

	Receivable     (   32 days)
	1022756.00
	875000.00
	

	Advance paid to the supplies   (      days)
	
	
	

	Rent, if any    ( 30     days)
	3000.00
	2500.00
	

	Salary, wages, Emoluments)    (    30 days)
	25000.00
	20500.00
	

	Transportation Expenses   (   30 days)
	2000.00
	1250.00
	

	Cost of Utilities     (   30 days)
	3000.00
	
	

	Repair & Maintenance    (     days)
	
	
	

	Other Production Cost    (     days)
	
	
	

	Other Administrative Expensis    (      days)
	
	
	

	Marketing / Advertising Expenses    (     days)
	
	
	

	Other Expenses   ( 30    days)
	700.00
	
	

	Total Working Capital
	2674995.00
	2701250.00
	

	Less Payable    (      4 days)
	11188.00
	94000.00
	

	Less Advance Receipts    (    days)
	-
	-
	Working Capital in hand will be calculated by summing up Sl. No. 1 to 7 under existing position column.

	Required working Capital 
	2663807.00.00
	2607250.00
	

	Less margin (50%)
	1331903.00
	
	

	Net Required Working Capital
	1331904.00
	
	

	Comments on the Enterprise and Enterpreneur

	1. Details of the business : The Party is a wholesale, retailer of stationery items. 

	2. Number of Competitiors and Position of the Enterprise : There are a huge number of competitors and M/S Rashid Enterprise, M/S Swapan Stationery, M/S Prachi Enterprise are major competitors among them. The party has a remarkable market share. 

	3. Details fo the Sister Concern : N/A

	Entreprenur’s Career History and Experience : Mr. Asraf Hossain started his business in 1966 and from theat tiem he is running his business successfully. 


Name of the A/C : M/S Queen Statioery

Branch Name : Federation Branch
	i) and succession plan :  Mr. Asraf Hossain is the sole proprietor of the business. But in due course of time his business able to run the business. 



	additional fund requrement : To meet the additional requrement of working capital. 



	of business and its importance, areas presently covered and planned to cover : The business concern is Motijheel C/A, which is a busy commercial place and it is experted to expand its commad area. 



	at the enterprise is likely to face : competition among sellers. 



	tion in the bank account / loan account : Satisfactory. 



	ting/ Distribution Network : The Party has own marketing force based on a showroom.

 

	of Ownership of the shop / factory / godown / premises : The Partyy operated its business in a rented premise.

 

	ivables explained : 32 days.



	able explained : 4 days. 



	hers : N/A



	indings of CIB Report, if any, Credit Report from other Banks / Financial Institution / sources:



	n case of Manufacturing Business : N/A 



	a. Condition of Machinery, Equipment and factory : 



	b. Production flow chart : 



	c. Production capacity at present : 



	d. Actual Production at present : 



	e. Production capicity after installation of new machinery / equipment / fixed assets : 



	f. Per unit cost price : 



	g. Per unit sales price : 



	17. In case of Fixed Assets Financinag : N/A



	a. Reason of purchase of new machinery / Fixed Assets : 



	b. Details of the Machinery / Fixed Assets to be purchased : 



	c. Source of Enterpreneour’s Own Fund:




Name of the A/C : M/S Queen Stationary

Branch Name : Federationa Branch
	Credit Rating

	Lending Risk
	Risk Level
	Score

	
	Low
	Average
	High
	

	Risk
	Are the rew materials / Goods easily available or imported?
	⁯

Score    1
	⁯

2
	⁯

3
	

	
	Do the products have a good demand and secure a fair market price in the market?
	⁯

Score    1
	⁯

2
	⁯

3
	

	Risk
	Was the recent performance / income of the borrower satisfactory?
	⁯

Score    1
	⁯

2
	⁯

3
	

	namce
	What is the condition of the machinery / tools used?
	⁯

Score    1
	⁯

2
	⁯

3
	

	cal
	Whyat is the condition of the capablities / experience to run the business successfully?
	⁯

Score    1
	⁯

2
	⁯

3
	

	gement etence
	Upon verification of the information provided by the borrower, do you feel that unreliable information has been supplied?
	⁯

Score    1
	⁯

2
	⁯

3
	

	agement grity
	Can the Bank encseh the security esily?
	⁯

Score    1
	⁯

2
	⁯

3
	

	security strol k
	What % of risk is covered by the security
	⁯

Score    1
	⁯

2
	⁯

3
	

	Curity sver Risk
	Total Scor
	

	Risk
	Law Risk
	Averate Risk
	High Risk

	Score
	8 - 12

⁯
	13 - 20

⁯
	21 - 30

⁯

	Rating
	A

⁯
	B

⁯
	C

⁯

	BALANCE SHEET (for limited Companty or where exposure of the Bank exceeds Tk. 40.00 lac)                          Tk. in lac

Audited (A) / Unaudited (U) / Projected (P)                                                 Audited (A) / unaudited (U) / Projected (P)

	Year
	2007/08
	2006/07
	2005/06
	Year
	2007/08
	2006/07
	2005/06

	Liablities / Owners Equity
	
	
	
	Assets
	
	
	

	Overdraft / Cash Credit
	8.82
	0
	0
	Current Assets
	
	
	

	ST Loan from Bank
	
	
	
	Cash in hand
	.78
	2.05
	2.33

	ST Loan from Other Bank 
	
	
	
	Cash at Bank
	0
	.82
	0

	Account Payable in Trade
	.94
	2.00
	0.43
	Securities (Marketable)
	
	
	

	Provision for Taxes
	
	
	
	Receivable in Trade
	8.75
	5.00
	6.52

	All Other Current liablities
	
	
	
	Inventories
	18.02
	14.16
	9.90

	Total Current liablities
	9.76
	2.00
	0.43
	All Other current assets
	
	
	

	Long Term Loans (Bank / Fis)
	
	
	
	
	
	
	

	Debenture, Bond etc. 
	
	
	
	Total Current Assets
	27.55
	22.03
	18.75

	Director’s Loan
	
	
	
	Labd & Building
	
	
	

	All other N-Current L9iabilities
	
	
	
	Plant & Machinery
	
	
	

	Total N-Current liab
	
	
	
	Equipment (off, & Fittings
	5.43
	2.84
	3.12

	Total Liablities
	9.76
	2.00
	0.43
	Investment in subsidiaries
	1.65
	1.70
	1.79

	Owner’s Equity
	
	
	
	Investment in associated Co.
	
	
	

	Capital (Paid up Capital)
	19.57
	23.23
	21.26
	All Othe Non-Current assets
	
	
	

	Paid-in surplus / prem9um
	
	
	
	
	
	
	

	Reserve (General)
	
	
	
	
	
	
	

	Retained Earnings
	5.3
	1.34
	1.97
	
	
	
	

	Less intangible Assets
	
	
	
	
	
	
	

	Net worth (OE)
	24.87
	24.57
	23.23
	Total Non Current Assets
	7.08
	4.54
	4.91

	Total liabilities & NW
	34.63
	26.57
	23.66
	Total Assets
	34.63
	26.57
	23.66


Name of the A/C : M/S Queen Stationary
	ATEMENT                                                                                                                                                    Tk. In lac

	
	
	Year 2007/08
	Year 2006/07
	Year 2005/06

	
	e
	100.04
	75.60
	72.62

	
	Goods Sold
	90.21
	68.00
	65.10

	
	
	9.83
	7.60
	7.52

	
	Admn. Exp. 
	4.13
	3.68
	3.51

	
	& Mkt. Exp. 
	0
	0
	0

	
	Ofit
	5.70
	3.92
	4.01

	
	Al Exp. 
	.35
	0
	

	
	Ig profit
	5..35
	3.92
	

	
	Ne
	-
	-
	-

	
	Before Tax
	5.35
	3.92
	4.01

	
	Aid
	-
	-
	-

	
	Ropriations
	.05
	.04
	.04

	
	Earnings
	5.35
	3.88
	3.97

	5.3.04

	W Statement

	
	Description (In BDT)
	2007/08
	2006/07
	2005/06

	
	Inflow of Funds
	
	
	

	
	Previous year’s Cash (Bank balance + Cash in hand)
	2.87
	2.33
	3.05

	
	Current year Retained Earnings
	5.30
	1.34
	1.97

	
	Depreciation
	0.42
	0.37
	0.40

	
	Amortization provisions
	-
	-
	-

	
	Bank Loan & Others
	8.82
	-
	-

	
	Difference in (parches on credit + all other payables + Current liabilities)
	-1.06
	1.57
	-1.07

	
	Sales of Fixed Assets
	
	
	

	
	
	
	
	

	
	Total Cash in flow
	16.35
	5.61
	4.35

	
	
	
	
	

	
	Outflow of funds
	
	
	

	
	Loan installment (principal)
	
	
	

	
	Difference in sales on credit (receivable)
	3.75
	-1.52
	1.22

	
	Parches of fixed assets
	2.59
	
	

	
	Difference in current Assets (Inventory + Others)
	3.86
	4.22
	6.80

	
	
	
	
	

	
	Any other outflow of cash
	5.37
	
	

	
	
	
	
	

	
	Total Cash outflow
	15.57
	2.74
	2.02

	
	Net Cash flow (1.1-2.1)
	.78
	2.87
	2.33

	Financial ratios

	Growth Rate
	Items
	Definition
	2007/08
	2006/07
	2005/06

	
	Growth rate of sales (%)
	Current year sales / previous year sales
	32  %
	4 %
	7 %

	
	Growth rate of Net profit (%)
	Current year net profit/previous year net profit
	37 %
	-2 %
	-12 %

	Profit in
	Gross profit margin to sales (%)
	Gross profit / sales
	10 %
	10 %
	10 %

	
	Net profit margin to sales (%)
	Net profit/sales
	5 %
	5 %
	5 %

	Financial Condition
	Current Ratio (%)
	Current assets /Current liability
	3 %
	11 %
	44 %

	
	Quick ratio (%)
	Current assets-Inventory/Current liability
	1 %
	4 %
	21 %

	
	Debt Service Coverage Ratio (%)
	Earnings after taxes+interest+Depreciation+Other non cash Expenses/Loan installments
	18 %
	-
	-

	
	Loverage (%)
	Long term debt/Net worth
	-
	- 
	-

	Investment Ratio
	Return on Equity (%)
	Net Operation profit/Net worth-Current year retained earnings
	
	18 %
	20 %

	
	Return on Assets (%)
	Net operating profit/total assets
	27 %
	16 %
	19 %

	Management efficiency
	Average collection period (days)
	Total Trade receivables/sales*365
	32
	26
	33

	
	Inventory Turnover (time)
	Sales/total Inventory
	6
	5
	7


Name of the A/c : M/S Queen Stationary

	UBMITED FOLLOWING PAPERS
	Indicate YES or NO

	Teak up of all Ovedue
	

	Ection rectified (Enclose Extract & Compliance)
	YES

	Ance sheet (For Limited company or wihere exposure of the bank exceeds Tk. 40.00 lac
	YES

	Applicatioin for Credit facility
	YES

	Dsition (In Case pf group account)
	NO

	Rade License
	YES

	OBTAINED THE FOLLOWING DOCUMENTS
	YES

	Nal property documents along with clear Legal opinion and valuation certificate
	YES

	Ort/ Charge report
	YES

	Aent of Accounts from Previous Bank (for new borrower)
	NO

	From toehr banks / DFI(s) (if required)
	NO

	Fical Stock Report duly inspected
	YES

	Ance policy
	YES

	Date Khazan / Municipal Tax paid redeipt
	YES

	

	Ecommended : Renewal with enhancement of limit form Tk. 10.00 lac to Tk. 12.00 lac



	Nets (if any)


	LIMIT RECOMMENDED

	
	Nature
	Limit
	Margin
	Expiry
	Int./comn

	
	C.C (Hypo)
	Tk. 12.00 lac
	25%
	28/02/10
	15.50%

	Signature (Credit Analyst)                       Total Funded & Non Funded
	
	
	
	
	

	

	Comments (if any)


	Date : 

	
	Limit Recommended

	
	Nature
	Limit
	Margin
	Expiry
	Int./comn

	
	C.C (Hypo)
	Tk. 12.00 lac
	25%
	28/02/10
	15.50%

	Signature RM                                            Total Funded & Non Funded
	
	
	
	
	

	

	Comments by Credit Analyst (CRM Team) : 


	Date : 

	
	Limit Recommended

	
	Nature
	Limit
	Margin
	Expiry
	Int./comn

	
	
	
	
	
	

	Signature                                                  Total Funded & Non Funded
	
	
	
	
	


Name of the A/C : M/S Queen Stationery

Branch : Federation Branch

FED/ADV/CC-QUEEN/2009/

March 12,2009

Mr. Md. Ashraf Hossain 

Proprietor

M/S. Queen Stationery

51, Motijheel C/A, 

Dhaka-1000. 

Re: 
Renewal of Cash Credit (Hypo.) limit with enhancement from of Tk. 10.00 lac to Tk. 12.00 lac favouring M/S. Queen Stationery. 
Dear Sir, 

With reference to your proposal on the above subject, the management has been pleased to renew the Cash Credit (Hypo.) limit with enhancement from Tk. 10.00 lac to Tk. 12.00 lac favouring M/S Queen Stationery on the following terms and conditions : 

Nature of facility
: 
Cash Credit (Hypothecation) - SEF
Extent of facility
:
Tk. 12,00,000 /- (Taka Twelve lac only) 

Purpose


:
To meet up working capital requirement. 

Security
:
Hypothecation of Stationery items duly insured with 

Bank’s mortgage clause covering the risk of Fire, RSD only 

Collateral Security
:
i) Fresh legal mortgage for Tk. 12.00 lac on 4.50 

decimal / 2.73 Kathas (as per dedd) or 3.22 decimal/1.93 kathas (as per R.S Parcha) of land with two storied building at Dhaka City Corporation holding No. 89/90, Bonogram Road, Dhaka Mouza-Sabek-Shahar Dhaka, Hal-Wari, P.S. Sutrapur, Dist.- Dhaka under JL No. 01, Khatian No. C.S.- 4718: S.A- 1885:R.S.- 578: Mutation-1885/1 Dag No. C.S. – 418: S.A- 5525: R.S.- 7777 Deed No. 16377 dated 28.10.1970 & 12829 dated 21.01.1972 standing in the name of Mr. Md. Ashraf Hossain proprietor of the concern. 





ii) Registered Irrevocable General Power of Attorney in 

favour of the Bank to sell the property without intervention of court.

iii) Personal Guarantee of the owner of the property. 

Lending Category
:
Other commercial landing

Rate of Interest 

:
15.50% p.a. or as revised from time to time with 

quarterly rests. (Additional interest on excess over limit / overdue advances will be charged @ 2.00% p.a. over the prescribed rate.)

Loan Processing Fee
:
@Tk. 2,000 /- will be realized before disbursement of 

the loan as per PPG for SEF (Working Capital Loan). 

Service Charge

:
Tk. 5,0000 /- is to be realized. 

Documentation charge
:
At actual is to be realized. 

Mode of disbursement
:
Drawing as per D.P

Mode of repayment
:
Lump sum within the validity

Effective date of renewal:
01.03.2009

Expiry


:
28/02/2010. 

A/C M/S. Queen Stationery.
Special instructions :
An undertaking you Tk. 150 /- non-judicial stamp is to be obtained that if any loss arises due to flood & cyclone in future that shall be borne by you and branch will not eb responsibly for that. 

DOCUMENTS TO BE EXECUTED FOR CC (HYPO).
1). D.p Note 2) Letter of Arrangement 3) Letter of Continuity 4) Letter of Hypothecatio of goods 5) Stock report an on date of execution of documents 6) Deed of Legal Mortgage for Tk. 12.00 lac duly drafted by the Panel Lawyer and registered with Dist. /Sub-Registrar. 7) Memorandum of deposit of title deed of property duly signed by the owners of the property 8) Registered Power of Attorney in favour of the bank to sell the property without intervention of Court 9) Personal Guarantee fo spouse 10) Insurance coverage on the hypothecated stock 11) Letter of disclaimer with signature duly verified with rent receipt / lease agreement (if applicable) 12) Letter of Authority to debit the A/C. 

OTHER TERMS & CONDITIONS : 
i) Stock of hypothecated goods must be insured with bank mortagage clause. The relevant insurance policies together with premium paid receipt must be submitted to the bank. The insurance premium must be paid by Payment Order by debiting your CC(H) A/C. 

ii) You are to submit stock report of hypothecated goods to the bank for consideration of disbursement of fund against the limit. 

iii) The sotck shall be valued at cost price or market price or on landed cost whichever is lower for the purpose of calculating drawing power against the limit. 

iv) You are to submit stock report on hypothecated goods to the bank on our prescribed Proforma within 5th of the following month. 

v) Bank will carry out regular inspection on hypothecated stock at your cost. 

vi) No excess will be allowed over D.P/ limit whichever is lower. 

vii) The credit will be disbursed/ activated on completion of documentation formalities and fulfillment of terms and conditions stipulated in this sanction advice. 

viii) A signboard to be displayed on prominent places of the land mortgaged against Bank Finance stating “This property is mortgaged with IFIC Bank Ltd.” Federation Branch, 60, Motijheel C/A, Dhaka-1000. 

ix) A signboard mentioning “financed by IFIC Bank Ltd.” Is to be placed in a conspicuous place of your shop / godown. 

x) Bank reserces the right to alter / modify the terms and / or even call back the advance if the account is not conducted satisfactorily as per terms of sanction. 

If the above terms and conditions are acceptable to you, please return us the duplicate copy of this sanction advice duly signed by you as a token of acceptance and call on us on any working day for completion of documentation formalities. 

Thanking you
Sincerely yours, 

(Kazi Azmal Bari)





(Sk. Rashid Ahmed) 
Senior Asst. Vice President




Executive Vice President &









Relationship manager. 
FED/ADV/CC-QUEEN/2009/

March 18,2009

The Manager, 

Small Medium Enterprise

Credit risk Management Division, 

IFIC Bank Ltd. 

Head Office
Dhaka. 

Re: 
Proposal for renewal with enhancement of CC (Hypo) limit from Tk. 10.00 lac to Tk. 12.00 lac A/C M/S Queen Stationery. 
Dear Sir, 

With reference to your letter No. HO: CRM: SME: 6634 dated 11.02.2009, we furnish / attach the following information and papers in order to process the proposal : - 

1) Statement of C.C. (H) enclosed. 

2) The Party applied to Additional Divisional Commissioner to reduce the tax. The party’s application in this regard is enclosed herewith. Up-to-date Rent paid receipt of the mortgaged property is enclosed. 

3) The distressed value of the Property would be Tk. 45.20 lac. The unfilled columns have been duly filled in the Loan Proposal for SEF form and enclosed herewith. 

4) M/S Queen Stationery is a wholesaler of stationery items. As a result it’s purchase and sales proceeds are mainly operated through cash transaction. It is informed by the Party that near about 75% of total sales / purchase are operated through cash transactions. 

5) Up-to-date TIN certificate of the party is enclosed. 

6) We enclose the 6th page of the Party’s application form and the correction of branch forwarding regarding the net worth value of the party is given below : 

A. Investment : 
i) Cash in Hand 

Tk.      78,000 /-


ii) Stock 


Tk. 18,02,000 /-


iii) Receivable 

Tk.   8,75,000 /-


iv) Other Investment 

Tk.                  Nill. 

Sub Total 
         = Tk. 27,55,000 /-

B. Liabilities : 

i) Outside liabilities / payable

Tk.    94,000 /-


ii) Outstanding against the 

Tk. 8,82,000 /-


     Present liability







Sub Total     = Tk. 9,76,000 /-

C. Net Investment of the applicant (A-B) = Tk. 17,79,000 /-

D. Immovable Property / Assets : 


Nill

E. Net worth 



       = Tk. 17,79,000 /-

CRM DIVISION

HO: CRM:SME:FED:

March 03,2009
The Relationship manager

IFIC Bank Ltd. 

Federation Branch

Dhaka. 

Re: 
Renewal of Cash Credit (Hypo.) limit with enhancement from of Tk. 10.00 lac to Tk. 12.00 lac favouring M/S. Queen Stationery. 
Dear Sir, 

With reference to your recommendation on the above subject, the management has been pleased to renew the Cash Credit (Hypo.) limit with enhancement from Tk. 10.00 lac to Tk. 12.00 lac favouring M/S Queen Stationery on the following terms and conditions : 

Nature of facility
: 
Cash Credit (Hypothecation) - SEF
Extent of facility
:
Tk. 12,00,000 /- (Taka Twelve lac only) 

Purpose


:
To meet up working capital requirement. 

Security
:
Hypothecation of Stationery items duly insured with 

Bank’s mortgage clause covering the risk of Fire, RSD only 
Margin


:
25% on stock value. 
Collateral Security
:
i) Fresh legal mortgage for Tk. 12.00 lac on 4.50 

decimal / 2.73 Kathas (as per dedd) or 3.22 decimal/1.93 kathas (as per R.S Parcha) of land with two storied building at Dhaka City Corporation holding No. 89/90, Bonogram Road, Dhaka Mouza-Sabek-Shahar Dhaka, Hal-Wari, P.S. Sutrapur, Dist.- Dhaka under JL No. 01, Khatian No. C.S.- 4718: S.A- 1885:R.S.- 578: Mutation-1885/1 Dag No. C.S. – 418: S.A- 5525: R.S.- 7777 Deed No. 16377 dated 28.10.1970 & 12829 dated 21.01.1972 standing in the name of Mr. Md. Ashraf Hossain proprietor of the concern. 





ii) Registered Irrevocable General Power of Attorney in 

favour of the Bank to sell the property without intervention of court.

iii) Personal Guarantee of the owner of the property. 

Lending Category
:
Other commercial landing
Borrower’s Type
:
SEF (Working Capital Loan)

Sector Code

:
903040

Econ. Purpose code
:
8112

Security code

:
79
Rate of Interest 

:
15.50% p.a. or as revised from time to time with 

quarterly rests. (Additional interest on excess over limit / overdue advances will be charged @ 2.00% p.a. over the prescribed rate.)

Loan Processing Fee
:
@Tk. 2,000 /- will be realized before disbursement of 

the loan as per PPG for SEF (Working Capital Loan). 

Service Charge

:
Tk. 5,0000 /- is to be realized. 

Documentation charge
:
At actual is to be realized. 

Mode of disbursement
:
Drawing as per D.P

Mode of repayment
:
Lump sum within the validity

Effective date of renewal:
01.03.2009

Expiry


:
28/02/2010. 
M/S. Queen Stationary

Sanction Advice No. 01/2009

(Renewal with enhancement)

Special Instructions
: i) Branch should verify the hypothecated stock regularly and D.P. to 

     be maintained properly. 



  ii) Periodical stock report to be obtained and verified. 




  iii) All documents should be obtained as per PPG for SEF 

       (Working Capital Loan). 




iv) No drawing to be allowed after expiry of the limit      

     without H.O. approval. 

v) Before creation of legal mortgage Branch must obtain all 

    original title deed and ancillary papers. 

  
vi) Undertaking from the borrower on Tk. 150 /- non-

judicial stamp is to be obtained that if any loss arises due to flood & cyclone in future that shall be borne by the borrwer and Branch will not be responsible for that. 

DOCUMENTS TO BE OBTAINED : 
1). D.p Note 2) Letter of Arrangement 3) Letter of Continuity 4) Letter of Hypothecatio of goods 5) Stock report an on date of execution of documents 6) Deed of Legal Mortgage for Tk. 12.00 lac duly drafted by the Panel Lawyer and registered with Dist. /Sub-Registrar. 7) Memorandum of deposit of title deed of property duly signed by the owners of the property 8) Registered Power of Attorney in favour of the bank to sell the property without intervention of Court 9) Personal Guarantee fo spouse 10) Insurance coverage on the hypothecated stock 11) Letter of disclaimer with signature duly verified with rent receipt / lease agreement (if applicable) 12) Letter of Authority to debit the A/C. 
SPECIAL INSTRUCTIONS :
01. The title verification of the property aong with tother chain of documents including other related legal documents against mortgage of property must be got Vetted and Drafted by Branch Panel Lawyer/ Law Division at Head Office (as the case may be) as per Head Office Circular No. 03/2007 dated 22nd may, 2007. 

02. Holding of original Title Deed in case of leagal mortgage is also a must. When the Branch is holding an orginal Title Deed of property against leagal mortgage, an memorandum of Title Deed of property should be obtained in all such cases. 

03. Instruction as coveyed vice CRM Ciruular letter No. 12 dated 30.09.2007 regarding “Display of signboard on prominent places of the plot/flat/apartment/building or land mortaged against Bank finance” should be followed meticulously.

04. A signboard mentioning “financed by IFIC Bank Ltd.” Is to be placed in a conspicuous place of the shop/go down of the borrower. 

05. Instructions contained in our Letter No. ADV/MSU/6562-6565 dated 6.6.84 & ADV/MSU/10582 dt. 31.10.84 regarding credit facilities sanctioned against primary/collateral security of real estate (Land & Building) and ADV/MSU/INS/5770 dated 7.9.85 regarding verification of signature on charge documents obtained against credit facilities should be followed. 

06. \Instructions as coveyed vide our letter No. ADV/MSU/INS/1373 dated 26.02.86 and the letters quoted therein on the subject of credit facility against primary / collateral security of real estate/fixed assets should be follwed. 

07. All formalities of cash credit hypothecation limit including intital, periodical and monthly inspection of stock shall apply. 

08. Rotation of goods should be made within prescribed time and items under credit lesriction should not be accepted. 
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09. Fortnightly/monthly stock report should be obtained and valuation should be assessed on the basis of guidelines coveyed vide Bangladesh bank BCD Circular No. 35 dated 15.10.85 (Para 10C). 

010. General instruction contained in our letter No. ADV/MSU/InS/5911 dated 11.9.85 (regarding hypothecation advance) should also be followed.

011. Instruction conveyed vide our letter No. ADV/MSU/INS/3417 dated 3.5.86, ADV/MSU/INS/5429 dated 19.7.86 and ADV/MSU/INS/8986 dated 18.11.1986 letter of disclaimer for advances against pledge/ hypothecation of goods and produces should be adhered to (if applicable). 

Please note that disbursement of the renewed/enhanced limit is subject to your furnishing a certificate (loan documentation check list) as per enclosed format (Annexure ‘A’) to Head Office to the effect that all documentation and mortgage f
 2.6.4 SEGREGATION OF DUTIES

Adequate segregation of duties is a prerequisite of an effective system of internal control. To be adequate, segregation must ensure that the following functions are preformed by persons independent of each other, although, within limits, certain may be combined so long there is adequate supervision :

i. Credit Approval / Risk Management. 

ii. Relationship Management / Marketing. 

iii. Credit Administration. 

The credit approval team will be independent from the sales and branch team who will evaluate and approve the loan. The Credit Administration under CRM Division will check and ensure the documentation and disburse the loans. This will ensure the better control of the bank asset and mitigate the risk of compromise of the duties. 
2.6.5 CREDIT APPROVAL

Applications are received at Department of Head Office from Relationship Management. 

Applications will be evaluated / assessed by Credit Analysis / Managers on the basis of a fully documented Loan Presentation Forms (LPF) appendix – XII. The evaluation process is carried out based on the agreed and standard guidelines for different loans product and the documents checklist as per the PPG. The detailed credit and risk assessment should be conducted prior to the approving of any loans. 

The sales team / branch staff responsible for loan sales and should be the owner of the customer relationship, and shall be held responsible to ensure the accuracy of the loan application submitted for approval. They must be familiar with the bank’s Lending Guidelines and should conduct due diligence on new borrowers, purpose of the loans and guarantors. 

Know Your Customer (KYC) and Money Laundering guidelines, which should be adhered to at all times. 

2.6.6  CREDIT APPROVAL AUTHORITY : 
The authority to sanction / approve loans shall be clearly delegated to Senior Executives by the Managing Director & Board based on the executive’s knowledge and experience. 

Approval authority shall be delegated to individual executives and not to committees to ensure accountability in the approval process. The following guidelines should apply in the approval / sanctioning of loans : 

b. Credit approval authority shall be delegated in writing from the MD & Board (as appropriate), acknowledged by recipients and records of all delegation retained in CRM. 

c. Delegated approval authorities.

d. To credit approval function shall be separated from the marketing / relationship management (RM) function. 

e. The role of Credit committed shall be restricted to only review of proposals i.e. recommendations or review of bank’s loan portfolios. 

f. Approvals shall be evidenced in writing or by electronic signature approval records shall be kept on file with the Credit Applications. 

g. All credit risks shall be authorized by executives within the authority limit delegated to them by the MD. The “pooling” or combining of authority limits should not be permitted. 

h. Credit approval shall be centralized within the CRM function. Regional credit centre may be established. 

i. The aggregate exposure to any borrower or borrowing group shall be used to determine the approval authority required. 

j. MD / DMD / Head of Credit Risk Management must approve and monitor any cross border expouser risk. 

k. Any breaches of lending authority should be reported to MD, DMD, head of Internal Control and Head of CRM. 

l. Authority will be delegated to each individual in writing by the managing Director. Authority delegated to the individual will not automatically be transferred to a replacement lending authority. 

m. All the officials in differ3ent ranks shall exercise their delegated authority for conductiong day to day business of the bank judiciously, prudently abiding by the directives, circulars, standing instructions / order issued by the bank and or Bangladesh Bank from time to time and conforming to the credit policy of the Bank. 

n. The managing Director will have the right to exercise lending authority delegated to other executives having authority lower than him. 

o. The Managing  Director is authorized to sub-delegate his business discretionary authority, if deemed necessary for quick disposal of business proposals either wholly or partially to Deputy managing Director, head of Credit Risk Management, Credit Executives, Credit Managers or any other officers within CRM. 

p. The Managing director further will have the right to suspend and / or withdraw either partially or fully the business discretionary authority delegated to any subordinate officials for a temporary and / or permanent period, if so required, in order to protect the interest of the Bank through the issuance of office orders.

q. Once the credit facility is granted to any individual / group by business power delegated to higher authority, exercise of lower authority by the subordinate will automatically stand ceased for the same individual / group. 

r. Any credit proposals that do not comply with guidelines regardless of amount may be referred to Managing Director for decision. 

s. A monthly summary of all new facilities approved, renewed, enhanced and a list of proposals declined stating reasons thereof should be reported by CRM to MD. 

2.7PROCEDURAL GUIDELINES

This section outlines the main procedures that are required to ensure compliance with the policies contained in Section 1.0 of these guidelines. 

2.7.1 APPROVAL PROCESS
Credit approval authority must be delegated in writing from the Managing Director for the Small Enterprise business, acknowledged by recipients and records of all delegation retained. 

The credit approval function shall be separate from the marketing / sales function. Approvals must be evidence in writing, or by electronic signature. Approval records must be kept on file with the Credit Application. 

Credit approval shall be centralized within the Credit function. Regional credit centre may be established. Any credit proposal that does not comply with Lending Guidelines, regardless of amount, should be referred to Managing Director for Approval. Any breaches of lending authority should be reported to MD / CEO, Head of Internal Control, and Head of Credit. 

It is essential that executives charged with approving loans have relevant training and experience to carry out their responsibilities effectively. As a minimum, approving executives should have : 

· At least 5 years experience working in Branch / Sales team as a relationship manager or account executive. 

· Training and experience in financial statement, cash flow and risk analysis. 

· A good working knowledge or Accounting. 

· A good understanding of the local market. 

A monthly summary of all new facilities approved, rene2wed, enchanced, and a list of proposals declined stating reasons thereof should be reported by Credit Team to the Managing Director. 

Appeal Process : 
Any declined credit may be represented to the next higher authority for reassessment / approved through HOCB. However, there should be no appeal process beyond the Managing Director. 

2.7.2 DE DUPLICATION CHECK : 
All approved applications must be checked against bank’s database to identify whether the applicant is enjoying any other loan in other account apart from the declared loans. 

2.8 CREDIT ADMINISTRATION 
After approval, Credit Team will send / forwared the approved application along with the security and other documents to the Credit Administration Department under Operations Unit for processing. The Credit Administration function is critical in ensuring that proper documentation and approvals are in place prior to the disbursement of loan facilities. Under Credit Administration there will be two-sub unit, documentation and Loan Administration Dept who will process the document and disburse the loan. 

2.8.1 CREDIT DOCUMENTATION
Credit documentation Unit under Credit Administration Deptt. Is responsible : 

· To ensure that all security documentation complies with the terms of approval. 

· To control loan disbursements only after all terms and conditions of approval have been met, and all security documentation as per the checklist of approved PPG is in place.

· To maintain control over all security documentation. 

· To monitor borrower’s compliance with agreed terms and conditions, and general monitoring of account conduct / performance. 

· Upon performing the above, Documentation dept will forward the Limit Insertion Instruction (refer Appendix XIII) to the Loan Administration unit / branch for limit and other information to input into the bank’s main system. 
2.8.2 DISBURSEMENT 
Loan Administration Deptt. / Branch will disburse the loan amounts under loan facilities only when all security documentation is in place. CIB report is obtained, as appropriate, and clean. 

2.8.3 CUSTODIAL DUTIES : 
Security documentation is held under strict dual control, in locked fire proof storage at Head Office / Branch. 

2.8.4 COMPLIANCE REQUIREMENTS 
· All required Bangladesh Bank returns are submitted in the correct format in a timely manner. 

· Bangladesh Bank circulars / regulations are maintained centrally, and advised to all relevant departments to ensure compliance. 

· All third party service providers (valuers, lawyers, insurers, CPAs etc.) are approved and performance reviewed on an annual basis : 

2.9 RISK MANAGEMENT

2.9.1 Credit Assessment And Risk Grading:

All financial activities involve a certain degree of risk and particularly, the financial institutions of the modern era are engaged in various complex financial activities requiring them to put proper attention to every detail.

Credit Assessment:

A thorough Credit and Risk assessment shall be conducted for all types of credit proposals. The results of this assessment to be presented in the approved Credit Appraisal Form that originates from the Credit Officer / Relationship Manager (RM) and is to be approved by the Credit Committee / Executive Committee of the Board of Directors / Board of Directors. The Credit Officers / RM are the owner of the customer relationship and must be held responsible to ensure the accuracy of the entire credit application / proposal submitted for approval. The Credit Officer / RMs must be familiar with Bank’s Lending Guidelines and should conduct due diligence on new borrowers, principals and guarantors in line with policy guidelines.

Credit Appraisal should summarize the results of Credit Officers / RMs risks assessment and includes, as a minimum, the following details:

· Amount and type of loan(s) proposed

· Purpose of Loan(s)

· Results of Financial analysis

· Loan structure (Tenor, Covenants, Repayment schedule, Interest)

· Security Arrangements

· KYC concept

Risk Management / Credit Risk Evaluation / Assessment – Lending Decision:

A comprehensive and accurate appraisal of the risk in every credit proposal of the Bank is mandatory. No proposal can be put on place before approving authority unless there has been a complete analysis. In order to safeguard Bank’s interest over the entire period of the advance, a comprehensive view of the capital, capacity, integrity of the borrower, adequacy, nature of security, compliance with all regulatory /legal formalities, condition of all documentation and finally a continuos and constant supervision on the account are called for. While making lending decisions, particular attention shall be given to the analysis of credit proposals received from heavily leveraged companies and those dealing in non-essential consumer goods, taking special care about their debt servicing abilities. 

Emphasis shall be given on the following several credit principles:

· Present and future business potentiality for optimum deployment of Bank’s fund to increase return on assets

· Preference for self liquidating QUALITY business 

· Avoiding marginal performers.

· Risk depression is basic to sound credit principles and policies. Bank shall be careful about large and undue concentration of credit to industry, one obligor and common product line etc.

2.9.2 Basics of Credit Risk:
CREDIT RISK

The credit risk is managed by the CRM division, which is completely segregated from business / sales. The following elements contribute to the management of credit risks : 

The credit risk associated with the products is managed by the following : 

1. Loans will be given only after proper verification of customer’s static data and after proper assessment & confirmation of income related documents, which will objectively ascertain customer’s repayment capacity. 

2. Proposals will be assessed by CRM Division completely separated from business / sales. 

3. Every loan will be secured by hypothecation over the asset financed, and customer’s authority taken for re-possessinon of the asset in case of loan loss. 

4. The loan approval system is encouraged to be parameter driven as much as possible which will substantially eliminate the subjective part of the assessment procedure. 

5. There will be dedicated ‘collection’ force who will ensure timely monitoring of loan repayment and its follow up. 

6. The Credit & Collection activities will be managed and loan approval authorities will be controlled centrally. 

The following risk areas shall be considered for analyzing a credit proposal.

· Borrower Analysis (Management/Ownership/Corporate Structure Risk)

· Industry Analysis (Business and Industry Risk)
· Supplier/Buyer Analysis/Market Risk
· Adherence to Lending Guidelines 

· Interest Rate Risk 

· Foreign Exchange Risk 

· Cost overrun Risk & Mitigating Factors 

· Loan Structure & Security 

Risk Grading:

Risk grading is a key measurement of a Bank’s asset quality and as such, it is essential that grading is a robust process. All facilities should be assigned a risk grade. 

Presently the Bank is following/conducting the Lending Risk Analysis to assess the risk grade. The concerned Credit Officer / RM must clearly indicate the risk grade (as per the finding) in the specific column of credit appraisal form so that the authority can take decision on the matter. A standard Risk Grading Matrix is depicted as under based on the Risk Grade Scorecard attached as an Appendix-1.2.
	Risk Rating
	Grade
	Definition

	Superior –

Low Risk
	1
	Facilities are fully secured by cash deposits, government bonds or a counter guarantee from a top tier International Banks / Local Banks. All security documentation’s are in place and in order.

	Good – 

Satisfactory Risk
	2
	The repayment capacity of the borrower is strong. The borrower should have excellent liquidity and low leverage. The company must demonstrate consistently strong earning and cash flow and have an unblemished track record. All security documents are in place. Aggregate Score of 95 or greater based on the Risk Grade Scorecard.

	Acceptable –

Fair Risk
	3
	Adequate financial condition though may not be able to sustain any major or continued setbacks. These borrowers are not as strong as Grade 2 borrowers, but should still demonstrate consistent earning, cash flow and have a good track record. A borrower should not be graded better than 3 if realistic audited financial statements are not received. These assets would normally be secured by acceptable collateral (1st charge over stocks/debtors/equipment/property). Borrowers should have adequate liquidity, cash flow and earnings. An Aggregate Score of 75-94 based on the Risk Grade Scorecard.

	Marginal –

Watch List
	4
	Grade 4 assets warrant greater attention due to conditions affecting the borrower, the industry or the economic environment. These borrowers have an above average risk due to strained liquidity, higher than normal leverage, thin cash flow and/or inconsistent earnings. Facilities should be downgraded to 4 if the borrower incurs a loss, loan payments routinely fall past due, account conduct is poor, or other untoward factors are present. An Aggregate Score of 65-74 based on the Risk Grade Scorecard.

	Special Mention
	5
	Grade 5 assets potential weaknesses that deserves management’s close attention. If left uncorrected, these weaknesses may result in a deterioration of the repayment prospects of the borrower. Facilities should be downgraded to 5 if sustained deterioration in financial condition is noted (Consecutive losses, negative net worth, excessive leverage), if loan payments remain past due for 90 days or more, or if a significant petition or claim is lodged against the borrower. Full repayment of facilities is still expected and interest can still be taken into profits. An Aggregate Score of 55-64 based on the Risk Grade Scorecard.

	Substandard
	6
	Financial condition is weak and capacity or inclination to repay is in doubt. These weaknesses jeopardize the full settlement of loans. Loans should be downgraded to 6 if loan payments remain past due for 180 days or more but less than 270 days, if the customer intends to create a lender group for debt restructuring purposes, the operation has ceased trading or any indication suggesting the winding up or closure of the borrower is discovered. Not yet considered non-performing as the correction of the deficiencies may result in an improved condition and interest can still be taken into profits. An Aggregate Score of 45-54 based on the Risk Grade Scorecard.

	Doubtful 

(non-performing)
	7
	Full repayment of principal and interest is unlikely and the possibility of loss is extremely high. However, due to specifically identifiable pending factors, such as litigation, liquidation procedures or capital injection, the assets are not yet classified as Loss. Assets should be downgraded to 7 if loan payments remain past due for 270 days or more but less than 360 days and interest income should be taken into suspense (non-accrual). Loan loss provisions must be raised against the estimated unrealizable amount of all facilities. The adequacy of provisions must be reviewed at least quarterly on all non-performing loans and the bank should pursue legal options to enforce security to obtain repayment or negotiate an appropriate loan rescheduling. In all cases, the requirements of Bangladesh Bank in CIB reporting, loan rescheduling and provisioning must be followed. An Aggregate Score of 35 – 44 based on the Risk Grade Scorecard.

	Bad and Loss 

(non-performing)
	8
	Assets graded 8 are long outstanding with no progress in obtaining repayment (in excess of 360 days past due) or in the late stages of wind up/liquidation. The prospect of recovery is poor and legal options have been pursued. The proceeds expected from the liquidation or realization of security may be awaited. The continuance of the loan as a bankable asset is not warranted and the anticipated loss should have been provided for. This classification reflects that it is not practical or desirable to defer writing off this basically worthless asset even though partial recovery may be affected in the future. Bangladesh Bank guidelines for timely write off of bad loans must be adhered to. An Aggregate Score of 35 or less based on the Risk Grade Scorecard.


2.9.4  CONTACT POINT VERIFICATION 
Contact Point Verification should be done wherever possible for all applicants. The external CPV includes residence, office and telephone verifications (format of CPV report attached in Annexure-II). All verifications are done to seek / verify / confirm / the declared / undeclared information of the applicant. 

2.9.5 THIRD PARTY RISK 
In case of third party deposits / security instruments, banks should verify third party’s signature against the specimen attached to the original instrument and bank will also send the instrument to the issuing office for their verification and written confirmation on lien making and encashment of the instrument. Therefore, any inherent risk emanating from accepting third party deposits / security instruments is minimal. 

2.9.6  FRAUD RISK 
There is an inherent fraud risk in any lending business. The most common fraud risks are : 

2.9.7  APPLICATIN FRAUD
The applicant’s signature may not be verified for authenticity. However, the applicant’s identity should be confirmed by w3ay of security of identification and other documentation. 

There always remains the possibility of application fraud by way of producing forged documents. Considering the current market practices and operational constrains, it may not always be feasible to validate the authenticity of all documentation. However, banks / NBFIs hold be aware of this threat and may consider validating the bank statement (the most important and commonly provided income document) through CPV agent. 

2.9.8 LIQUIDITY AND FUNDING RISK
This risk should be managed and the position monitored by the Asset Liability Committee headed by the managing Director of the bank. 

2.9.9  POLITICAL AND ECONOMIC RISK
Political and economical environment of a country play a big role behind the success of business. The Banks should always keep a close watch in these areas so that it is able to position itself in the backdrop of any changes in country’s political and economical scenario. 

2.9.10  OPERATIONAL RISK
For SEF, the activities of front line sales and behind-th-scene maintenance and support are clearly segregated. Credit & Collections Unit (CCU) will be formed. 

CCU will manage the following aspects of the product : a) inputs, approvals, customer file maintenance, monitoring & collections; b) the Operation jobs like disbursal in the system including raising debit standing orders and the lodgment and maintenance of securities. Type ‘a’ jobs and type ‘b’ jobs will be handled by separate teams within CCU; therefore the risk of compromise with loan / security documentation will be minimal. 

It will ensure uncompromising checks, quick service delivery, uncompromising management of credit risks and effective collections & recovery activities. 

2.10  MAINTENANCE OF DOCUMENTS & SECURITIES 
The applications and other documents related to SE loans will be held in safe custody by CCU or Operations Unit. All this documents will go under single credit file per customer. 

The physical securities and the security documents will be held elsewhere inside fire-proof cabinets under CCU’s or Operation’s custody. The dual-key system for security placement and retrieval will have to be implemented. 

2.11  INTERNAL AUDIT 
The Bank’s Internal Control & compliance Division will be responsible for performing audits of all departments. Audits should be carried out on a regular or periodically as agreed by the management to assess various risk and possible weaknesses and to ensure compliance with regulatory guidelines, internal procedures. Credit Risk Management Policy guidelines and Bangladesh Bank requirements. 

2.12.1  MONITORING 
Banks loan portfolio should be subject to a continuous process of monitoring. This will be achieved by regular generation of over limit and overdue reports, showing where facilities are being exceeded and where payments of interest and repayment of principle are late. There should be formal procedures and a system in place to identify potential credit losses and remedial actions has to be taken to prevent the losses. Besides that the systems should be in place to report the following exceptions to relevant executives in Credit/sales and branch marketing staff : 

· Past due principal or interest payments; 

· Timely corrective action is taken to address findings of any internal, external or regulator inspection  / audit. 

· All loan facilities are reviewed annually. 

· Computer systems should be able to produce the reports for head office as well as branch review. 

2.12.2  RECOVERY

The collection process for SE loans will start when the borrower has failed to meet one or more contractual payment (Installment). It therefore, becomes the duty of the Collection Department to minimize the outstanding delinquent receivable and credit losses. 

This procedure has been designed to enable the collection staff to systematically recover the dues and identify / prevent potential losses, while maintaining a high standard of service and retaining good relations with the coustomers. It is therefore essential and critical, that collection people are familiar with the computerized system (where applicable), procedures and maintain effective liaison with other departments within the bank. 

2.12.3 COLLECTIONS OBJECTIVES 
The collector’s responsibility will commence from the time an account becomes delinquent until it is regularized by means of payment or closed with full payment amount collected. 

The goal of the collection process is to obtain payments promptly while minimizing collection expense and write-off costs as well as maintaining the customer’s goodwill by a high standard of service. For this reason it is important that the collector should endeavor to resolve the account at the first time worked. 

Collection also protects the assets of the bank. This can be achieved by identifying early signals of delinquency and thus minimizing losses. 

The customers who do not respond to collection efforts – represent a financial risk to the institution. The collector’s role is to collect so that the institution can keep the loan on its books and does not have to write-off / charge off. 

2.12.4. IDENTIFICATION AND ALLOCATION OF ACCOUNTS 
When a customer fails to pay the minimum amount due or installment by the payment due date, the account is considered in arrears or delinquent. When accounts are delinquent, collection procedures are instituted to regularze the accounts without losing the customer’s good will whilst ensuring that the bank’s interests are protected. 

2.12.5. COLLECTION / MONITORING STEPS 


To identify and manage arrears, the following aging classification is adopted : 

	Days Past Due (DPD)
	Collection Action

	1 – 14
	Letter, Follow up & Persuasion over phone (Annexure III)

	15 – 29
	1st Reminder letter & Sl. No. – 1 follows. 

	30 – 44
	2nd reminder letter + Single visit

	45 – 59
	· 3rd reminder letter (Annexure IV)

· Group visit by team member. 

· Follow up over phone. 

· Letters to Guarantor, Employer, Reference all above effort follows. 

· Warning on legal action by next 15 days. 

	60 – 89
	· Call up loan (Annexure V)

· Final Reminder & Serve legal notice. 

· Legal proceedings begin. 

· Repossession starts. 

	90 and above
	· Telephone calls / Legal proceedings continue. 

· Collection effort continues by officer & agent. 

· Letter to different banks / Association. 


As and when an account become delinquent, collection system works together to achieve business objectives. At the beginning of the month collection unit has taken the total asset portfolio from the system. Then all X to 149 DPD account has to identify and allocate those accounts to the individual collectors to collect the over dues on a set target basis. The respective collector has got on e month time to recover the overdue on a target based matrix. During the month, officer collection will generate the first arrival to X DPD accounts once in a week and hand over those to the collectors of front end to minimize the delinquency as well as the flow rate. 

Delinquent Accounts Identification & Classification 
1) Front – Eng. 

2) Mid – Range. 

3) Hard – Core

Front – End X DPD (1 – 29 DPD)
Front-end is the first collection bucket in which delinquent accounts are identified and at this stage, the customers are normally contacted by phone and letter, which serves as a reminder  of his / her obligation to pay the overdue amount to the bank. 

Any account, which is past due by one day from his payment date, will be assigned to respective collectors at the beginning of the month ad given one month time to revover the dues. Telephone call should be conducted in a soft and tactful manner in consistency with the customer service level. Collector must always do an inquiry through the system to confirm if payment has been received before commencing with telephone calling to avoid causing misunderstanding with the customer. 

Initial telephone contact should be directed at the office. If the customer cannot be contacted, telephone call should then be made to the residence telephone number. Upon successful contact with a customer, the collector will tactfully inquire about the reason for not paying the minimum payment due. The collector will then proceed to obtain a promise to pay for the overdue installment along with the penal interest. 

If collection letter or statement returned from the customer due to change of address, it is the responsibility of the respective collectors to collect the new address and telephone number and on some extent they could use the external agency for update the same. The collectors should ask the customer to provide written instruction of address change and at the same time record the new address and telephone no into the banks system. 

Selective letters can be issued to customers who are difficult to contact through telephone. 

Mid-Range 30 & DPD (30 – 89 DPD)
Mid-range is the bucket in which the account is considered to be seriously delinquent thus collection efforts must be more intensive, as the account has threatened our asset. When the front-end delinquent collecting effort fails to obtain installment, the account will automatically age into the 30 DPD and subsequently 60 DPD delinquent category. 

These are accounts, which flow down from Front-end. Collectors must exercise a more aggressive approach at this stage as the customer has failed to submit a payment even after Front-end efforts. Collection letters also send to the customers reminding the customers to pay the overdue within due date. 

The collector must review and analyze the reason(s) for delay in payment. Upon successful contact with the customer, the collector must secure a payment date. Constant telephone calls should be made to those customers who have given numerous broken promises. Seeking assistance letter to the guarantor or on some extent to the employer may be an effective instrument at this stage. 

Hard-Core – 90 & 120 DPD (90 – 149 DPD)
90+ DPD accounts are considered hard-core delinquency and collecting efforts are to be more intensified than 30 DPD and 60 DPD accounts. Interest to be kept in Interest Suspense A/C. at this stage of delinquency (90 DPD). 

Extra telephone calls and letters are mandatory. Final reminder letter & Guarantor call up letter must be sent to the customers and guarantors informing the consequences and demanding the payments. Intensive visits are also conducted on accounts for immediate settlements. Requests for waiver are entertained in case of settlement at one go payment. Re-schedulement can also be offered in some cases as an exception. 

When recovery opportunities are considered good through legal notice, collectors should make recommendations for legal notices in necessary but not as mandatory. 

Recovery Management 150 + DPD
The account in 150 + DPD is provided, monitored and tracked separately other than the above delinquent accounts. A recovery management team is dedicated for dealing those accounts till settlement. Facility call up letter must be served to the customer and demanding the total outstanding is the first initiative for this state. Then legal notice and other legal consequence will be the next course of action for the recovery. External agencies and legal agency are involved at this state. Tremendous pressure will be given to the customer as well as to the guarantor for the settlement through using internal collectors as well as external recovery agencies.  

2.12.6 PRODUCTIVITY TRACKING 
For productivity tracking, analysis from the collectors call sheet is required. The variables for productivity tracking are, no of calls made per day, valid contact, promise to pay, kept promise, broken promise etc. needs to be analyzed. 

A process should be established to share the lessons learned from the experience of credit losses in order to update the lending guidelines. 
2.12.7 AGENCY MANAGEMENT
All provided accounts must be placed into a deducted recovery management team. The recovery portfolio has sub divided into various collectible and non-collectible pools of accounts. Depending upon the size of the account balance, internal recovery efforts may continue while rest of the portfolio that would be assigned external agencies including legal agencies to ensure expected recovery. 

On every month the responsible officer collections ensure the allocation of the provided accounts to the individual collectors as well as to the external agencies depending on the prospect of recovery to maximize the recovery. 

2.13. ORGANIZATINAL STRUCTURE & RESPONSIBILETIES

The appropriate organizational structure must be in place to support the adoption of policies described in Chapter-I of these guidelines. The key feature is the segregation of the Marketing / Relationship Management function from Approval / Risk Management / Administrative Functions. 

2.13.1 Organizational Structure:

The following chart represents the management structure:



















2.13.2 Key Responsibilities :

There are various responsibilities that done by various concerned. The key responsibilities that have been vested upon them as follows:

A) Head of Credit Risk Management :

· Oversight of the Bank’s credit policies, procedures and controls relating to all credit risks arising from corporate/commercial/institutional banking and treasury operations.

· Oversight of the Bank’s asset quality & Ensure that the lending executives have adequate experience and / or training in order to carry out job duties effectively

B) Head of Credit : 

· Promote strong asset quality.

· Updating the Bank’s lending guidelines/credit policies as and when required but at least annually.

· Ensure credit recommendations/approvals are taken in a timely manner & Ensure compliance with internal policies and external regulatory requirements.

· Provide input/advice to the MD & CEO/Board of Directors regarding the formulation of strategic operating plans.

C) Head of Credit Administration Division (CAD) :

· Ensure loan documentation and securities are duly completed and in place prior to disbursement of loans.

· Ensure compliance with all formalities regarding large loans and loans to Directors as per Directives of Bangladesh Bank Circulars & rules and regulations of Banking Companies Act.

· Ensure that adequate insurance is in place on all pledged assets, all approval conditions have been met and exceptions, if any, are approved prior to disbursement of loans.

2.13.3  Procedural Guidelines:
This chapter outlines the main procedures that are needed to ensure compliance with the policies contained in chapter 1 of these guidelines.

2.13.4  Approval Process:

The concerned Executive at Zonal Office on receipt of the proposal will prepare a credit appraisal memo as per the prescribed format and within the purview of the set policy and then place it to Zonal Head who will make Judgment (qualitative and quantitative) and if found viable then he will approve the facility, if it is within his business delegated power otherwise he may reject it or forward it to the Head of Corporate / Commercial Banking at Head Office along with his recommendations.
APPENDIX – I 

Process flow Chart of Small Enterprise : 




























3. SME CREDIT PRACTICES OF IFIC
3.1 Extent & Restrictions

It is applied to all the Branches of IFIC Bank Limited in Bangladesh. Extension of Credit facilities are subject to Credit Policy of the Bank and credit restrictions, margin restrictions, stipulations regarding security, period of repayment and other instructions and restrictions imposed from time to time in this respect by Head Office, Bangladesh Bank rules and regulations and overall Government policy of Bangladesh.

3.2 SME Credit Department & its Function
The Credit Risk Management Department is assisted by the Credit Administration Department, which is mainly concerned with the post-approval functions of the Credit Division. The aspects that are critically tracked and monitored by Credit Admin are

· Credit expiry
· Past dues
· Excess over limit
· Document deficiency
· Reporting
Credit Division is involved in basically 2 broad functions: 

Loan Monitoring: 

The important aspects of this part are:
· Follow approval terms
· Proper loan disbursement
· Monitor interest payments and principal repayment
· Balance with general ledger 
Documentation: 

The important functions of this part are:
· Look at sanction terms and Fill up loan documentation checklist, 

· Ensure Proper loan documentation and Obtain client sign off
· Filing with the Registered Joint Stock Corporation ( RJSC)
· Registered mortgage deed execution
3.3 Business Powers:

All powers of the Bank are vested in the Board. They are the source of all powers, and any person or body can exercise only the powers delegated by the Board in ways and manners specified by them. IFIC Bank Ltd. believes in decentralization of powers. With a view to ensuring prompt and efficient services to its magnitude of clients spread far and wide, the Bank envisaged delegation of optimum powers to its Executives and officials at different level of operations.
· The Board can delegate the authority, not its responsibility.

· The evil of dual Subordination may creep in the chain of command if authority is not well defined and properly implemented.

· Exercise of the delegated authority must commensurate with the shouldering of the responsibility.

3.3.1 Responsibilities:

· Head Office is responsible for formulating Credit Policy for the Bank, for the proper conduct of the advances in the Branches and for the system of control over them. Head office delegate business powers of Branch-in-charges, devise method of forwarding credit proposals to Head Office for sanction and instructions regarding submission of periodical returns.

· Branch-in-Charges are primarily responsible for all advances at their Branches. They must exercise common sense, wisdom, prudence and judiciousness in the use of powers delegated to them and in recommending proposals to Head Office for sanction. In all cases, they must ensure that Bank's interests are fully safeguarded..

3.4 Processing of SME Credit Proposals:

· A secured credit facility may be allowed to a customer only after getting a limit sanctioned by the authorized officials.

· The customer seeking a credit facility against acceptable security must make an application in bank's printed form "Request for Credit Limit" PF-146 (Annexure-l) enclosing necessary papers/documents to his nearest Branch of the Bank where he maintains his operative account.
·  Arranging an interview with the intending borrower to know on the following     points: Present and future prospect of the customer's business

1. Before finally selecting the borrower, bank is satisfied that ;

· The customer possesses character, capacity and capital & The account is remunerative one & Repayment arrangement is satisfactory.

· Dealing items and primary security of the customer possess the quality of easy marketability, durability and storability

· Collateral security offered possesses the quality of easy marketability and is not encumbered and its valuation is judiciously assessed so as to leave sufficient margin after covering the advance and belongs preferably to the borrower.

· Means, standing and respectability of the applicant and the guarantor (if any) are satisfactory.

· Credit worthiness of the applicant is reasonable

· Location of the business is good.

The following Papers/documents are to be submitted by the Branch Managers along with the proposals:

a) Request for Credit limit of customers -PF-146 (Annexure-l)

b) Project Profile / Profile of Business

c) Copy of Trade License duly attested

d) Copy of TIN Certificate

e) Certified copy of Memorandum and Articles of Association, Certificate of Incorporation, Certificate of commencement of business, Resolution of Board of Director, Partnership Deed, (where applicable)

f) Personal Net worth Statement of the Owner/Director/Partner/Proprietor in Bank's Format.

g) Valuation Certificate in Bank's Format along with photograph of collateral security with detail particulars on the back duly authenticated by the Branch Manager.

h) 3 years Balance sheet and profit and loss A/C

i) CIB Enquiry Form duly filled in (For proposal of Tk.10.00 lac and above)

j) Lending Risk Analysis for Credit facilities of Tk.50.00 lac and above

k) Inspection/Visit Report of Factory/Establishment/Business premises of the customer-Annexure-5

l) Statement of NC (CD/SB/CC) for the last 12 months. In case the customer maintaining account with other Bank, Statement of Account for the last 12 months of the concerned Bank should be furnished.

m) In case of renewal/enhancement of credit facility, Debit Turnover, Credit Turnover, highest drawing, lowest drawing, and Total income earned detailed position of existing liabilities of the customer i.e. Date of sanction, Date of expiry, Present outstanding, Remarks, if any.

n) Declaration of the customer of the name of sister/allied concerns and liabilities with other Banks, if any, and an undertaking to the effect that they have no liability beyond those declared-Annexure-6

o) In case of UC proposal, detailed performance of L/C during the last year i.e. No. and date of L/C opened, commodity, L/C value, Date of creation of PAD, date of retirement, mode of retirement etc.

p) In case of BTB UC proposal-

q) Detailed list of machinery, production capacity, working capital (BTB UC) assessment, existing export UC in hand mentioning date of shipment, detailed position of outstanding BTB L/C/Accepted Bills, progress of production and expected date of shipment, statement of outstanding FDBP/IDBP, if any, Quota Position, Inspection Report, Copy of valid Bonded Ware House Licence, Customs Clearance or dispute, if any.

r) Whether the applicant is Shareholder/Director of IFIC Bank Ltd. as per definition of Banking Companies Act.

s) Financial Analysis to be prepared by the Branch Manager based on the financial performance of the company & should shows trends in sales/profitability, liquidity, leverage etc. It should also contain an assessment of the competence and quality of the business management, the general economic & competitive environment of the borrowers industry and any other pertinent factors which is relevant for our credit decision.

t) Justification/consideration for the facility.

2. The sanctioning authority on receipt of the proposal shall scrutinize the same and ensure that:

· All necessary papers and documents have been enclosed.

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

· The proposal has been duly recommended.

· The proposal does not fall within the existing credit restriction

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

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

· The property offered as collateral security is judiciously assessed

· The proposal is viable and stands all credit tests

· The proposed borrower is not defaulter (classified) of any Bank/Financial Institution

· There is no request from other Bank/Financial institution for not allowing/stoppage of facility to the proposed borrower.

· Where the proposed accommodation in the form of working capital may be considered on the project financed by any other Bank including DFI, favourable status report and No Objection Certificate (NOC) from the financing Institution is obtained.

· Where 2nd charge on the fixed and floating assets (in case of a limited company) or 2nd mortgage on real estate is offered, clearance in respect of creation of 2nd charge on the property together with confirmation that documents will be held by them on behalf of the Bank and that they shall not part with the same without consent of the Bank, is obtained from the 1 is mortgagee.

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

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

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

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

· CIB Report on the borrower through Head Office.

· Lending Risk Analysis as per FSRP Formula in case of credit of Tk.50 lac and above.

· No objection certificate of Bangladesh Bank in case the credit facility exceeds 15% of Capital Funds of the Bank.

· Regularization/Adjustment of classified/overdue credit of the customer/their sister/allied concerns with our Bank/other Banks, if any.

4. Rules of sanctioning loans:

· Sanction advice will be communicated by Head Office to the Branches and by the Branches to the customers under Double signatures authorized by the Bank.

· No Executives/Officers shall exceed prescribed limit of delegated business powers under any circumstances.

· Valuation of goods/produces/hypothecated to the Bank to secure any advance shall in no case exceed. The landed cost at the port of entry is assessed by the custom authority in case of imported goods.
·  Goods and produces against which advances are made should be readily      marketable.
· Loans & Advances allowed against FDRs, PSPs, MBDRs, and DBDRs etc. shall be adjusted immediately before the face value of the instruments and outstanding advance amount becomes equal or upon maturity, whichever is earlier. 
· In case of advance against mortgage of property, original Title Deed and chain of documents i. e. C. S Parcha, R. S. Khatian, Mutation Certificate, Non-encumbrance Certificate, Municipal Tax Receipt, Approved plan, Rent Receipt (Upto date) etc. should be checked by a paneled lawyer or by the Bank’s Law Officer..
· Money suit/court cases against any defaulting borrower are to be filed by the branches after obtaining prior approval from Head Office.

3.5 Credit Categories:

As initiated by Bangladesh Bank different kinds of lending were subdivided into 11 categories, and again to 7 prime sectors for fixation of rates of interest by the individual banks on competitive basis depending on the cost of funds, prevailing market condition and monetary policy of the country.

Loans and advances have primarily been divided into two major groups:


a) Fixed term loan: These are the advances made by the Bank with fixed repayment


schedules. The terms of loan are defined as follows: 



Short term 

: Up to 12 months



Medium term 
           : More than 12 and up to 36 months



Long term

: More than 36 months

b) Continuous credits: These are the advances having no fixed repayment schedule, but have an expiry date at which it is renewable on satisfactory performance.

Further all categories of loans have been accommodated under the 7 prime sectors as under as:
3.5.1 Agriculture:
Credit facilities to the agricultural sector falls under this category .It is subdivided into two major heads: 

a) Loans to primary producers: This sector of agricultural financing refers to the credit facilities allowed to production units engaged in farming, fishing, forestry or livestock. Loans to processors or traders of agricultural products are not to be categorized as agricultural loans.

Loans to tea gardens for production are treated as agricultural loan, but loans to tea gardens for export should be treated under the category "Export Credit". Similarly medium and long term loans to tea gardens are categorized as industrial term lending. 

b) Loans to input dealers/distributors: It refers to the financing allowed to input dealers and (or) distributors in the agricultural sector. Agricultural loans may include short, medium and long term loans as well as continuing credits. As such, it may fall under the head. (a) Loans (General), (b) Hire Purchase or (c) Lease Financing.

c) Rural & Micro credit: The bank will provide rural credit through rural branches and other rural institutions engaged in rural upliftment through credit delivery. Small loan particularly micro credits will be extended without collateral security through proper supervision and monitoring. Individual supervising agency may be appointed for supervising such micro credits.
3.5.2 Term Loan for Large & Medium Scale Industry:

This category of advances accommodate the medium and long term financing for capital structure formation of new Industries or for BMRE of the existing units who are engaged in manufacturing goods and services. Term financing to tea gardens may also be included in this category depending on the nature and size.

As the financing under this category has fixed repayment schedule it falls under the head

Loan (General), Hire purchase or Lease Finance.

3.5.3 Term Loans to Small & Cottage Industries:

These are the medium. and long term loans allowed to small & cottage industries Small Industries are presently defined as those establishments whose total investment in fixed capital such as land, building, machinery and equipment (excluding taxes and duties) does not exceed 30 million taka and investment in machinery and equipment (excluding taxes and duties) does not exceed 10 million taka. Cottage industries also fall within this definition.

Bangladesh Bank gives interest subsidy @3% to the Banks on loans extended under this category. No short term or continuing credits are to be included in this category. Medium & Long term weaver credits are also included under this category .Like the Large & Medium Scale Industry it is also allowed in the form of "Loan (Gen), Hire-Purchase or Lease Financing".

3.5.4 Working Capital:

Loans allowed to the manufacturing units to meet their working capital requirements, irrespective of their size -big, medium or small, fall under the category. These are usually continuing credits and as such fall under the head "Cash Credit (Hypothecation)

3.5.5 Export Credit:

Credit facilities allowed to facilitate export of all items against Letter of Credit /and/or confirmed export orders fall under this category. It is accommodated under the heads "Export Cash Credit (ECC)", Packing Credit (PC), Foreign Documentary Bills Purchased (FDBP), Local Export Bills Purchased etc.

3.5.6 Commercial Lending:

Short term loans and continuing credits allowed for commercial purposes other than exports fall under this category .It includes import financing, financing for internal trade, service establishment, etc. No medium and long term loans are accommodated here. This category of advances are allowed in the form of  (i) Loan against Trust  Receipt (LTR), (ii) Payment against Import Documents (PAD), (iii) Secured Overdrafts (SOD), (iv) Cash Credit (Hyp), (v) Loan (Gen), etc. for commercial purposes.

3.5.7 Other Lending:

Any loan that does not fall in any of the above categories is considered under the category of other lending. It includes loan to (1) Transport Equipment, (ii) Construction Works including Housing (commercial/residential), (iii) WorkOrder Finance, (IV) Personal Loans, etc.

3.6 Loan Syndication & Structured Finance:

Syndication means joint financing by more than one bank to the same clients against a common security. This is done basically to spread the risk. It also provides a scope for an independent evaluation of risk and focused monitoring by the agent / lead bank. In Syndication financing banks also enter into an agreement that one of the lenders may act as Lead Bank. In such case, lead bank has to co-ordinate the activities at various stages of handling the proposal i.e. appraisal, sanction, documentation, sharing of security, disbursement, inspection, follow-up, recovery, distribution of installments. / interest etc. It may also call meeting on syndication members, whenever necessary to finalize any decision.

The syndicate may generally be worked in two ways:

1. Best effort Method. 2. Underwriting Method. At present the Best effort method is in practice in our country

3.6.1 Types of Syndicated facilities:

· Credit enhanced syndicated loan.

· Working Capital Syndication.

· Loan for BMRE / New Projects.

· Project Finance Loan 

· Local Currency Loan under Structured Finance etc.

3.6.2 Parties to the Syndication:

· Arranger (Single Arranger / Co-Arranger / Arranger Group). Arranger must obtain mandate from the customer / Borrower.

· Participants (Banks / Financial Institutions etc.).

· The Facility Manager / Agent (Banks / Financial Institutions).

3.6.3 Advantages of Lenders / Banks:

· Large Loan requirement within legal lending limit can be managed.

· For diversification of risk / sharing of risk.

· Scope of diversification across customers and industries.

3.6.4 Advantages of Customers:

· May get a large loan by contacting with one Bank / Arranger.

· Less time consuming and cost effective.

· Answerable to only one Bank.

3.6.5 Important factors for syndication:

· Mandate to be obtained from the Borrower.

· The debt / Equity ratio – whether the debt % is justifiable.

· Market appetite – whether it is saleable to the market / participants.

· Whether the participants are confident enough of the capability of the Arranger.

· Whether the due diligence are properly conducted.

· Time Limit for the arrangement / Facility.
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3.7 Project Finance:
A separate unit for Project Finance has been established in the Head Office Credit Division. The functions of the unit are to appraise / analyze the Feasibility of the project, conduct due diligence, address the risk factors and to be placed before the Head Office Credit Committee / Executive Committee / Board of Directors based on the lending authority.

3.8 SME Lending:

The Bank intends to encourage the small and medium entrepreneurs and hence structured its SME financing activities. The Bank has set the definition of small enterprise in line with Bangladesh Bank guidelines. A special credit scheme under the name and style “Small and Medium Enterprise (SME) Scheme” has been introduced to extend credit facilities to the small and medium entrepreneurs of the country.

3.8.1 Purpose:

· Contribute to the socio-economic development of the country.

· Encourage small and medium industry especially agro-based industry of the country.

· Participate in reduction of poverty through employment generation and income generating projects. 

· Provide financial assistance to small and medium enterprise, which have limited access to the formal financial markets.

3.8.2 Target Customer Segment:

· Micro Enterprise

· Small Enterprise/Business

· Medium

3.8.3 Extent of Facilities:

· Will be determined depending upon the experience of the entrepreneur and the size of the project. 

· Small Enterprise: Project value up to Tk10.00 lac.

· Medium Enterprise: Project value above Tk10.00 lac but or/within Tk50.00 lac

· Nationality: Must be Bangladeshi citizen or company/firm must be registered in Bangladesh and shares owned by Bangladeshis.

3.8.4 Product Forms:

· Working Capital Loan-Overdraft/Cash Credit (Hypothecation)

· Project Loan/Term Loan- Hire Purchase

3.8.5 Tenor of Loan:

· Up to 1 (one) for Working Capital Loan

· More than 1 (one) for Project Loan/Term Loan

3.8.6 Bank Charges/Pricing:

· Rate of Interest: 13%p.a.

· Service Charge: 1% on the outstanding balance on monthly basis.

· Risk Fund: 1% one time to be realized at the time of sanction the loan.

· No charges will be realized for processing the loan proposal.

3.8.7 Equity of the Borrower:

· New entrepreneur: 10%

· Experienced entrepreneur: 15%.

Equity must be deposited to the bank before availing the facility.

3.8.8 Repayment Method:


It is done by making payment of specific number of installments.

Security/ Collateral:

· Hypothecation on the inventory, receivables, advance payments, plant & machineries.

· Equitable mortgage over immovable properties with registered Power of Attorney.

· Personal Guarantees of Spouse/Parents/other family members.

· One third party personal guarantee, 

· Post dated cheques for each installment.

· Collateral Securities viz. Financial Instruments, Land and Building.

3.8.9 Training:

Borrowers can also get training from their selected institutions, which must be recognized by the Bank. BIM, BSCIC, MIDAS are preferred training institutions.

3.9 Export Finance:

The Bank extended different types of credit facilities to the Export oriented Industries / Exporter from the very inception of the Bank. Recently the Bank has reviewed the position and revised its policy to increase the volume of export business by extending finance to well reputed export oriented industries having a track record. This will bring the Bank a substantial profit as well as foreign currency to meet the obligation against import. The Bank extends facilities in both pre-shipment stage and port-shipment stage for working capital like procurement and procuring of Raw materials, Packing and Transporting of goods, insurance premiums, freight charges, inspection fees etc. Pre-shipment finance will be allowed either against Irrevocable Letter of Credit of a reputed foreign Bank or against finance contract from reputed foreign buyers acceptable to the Bank.

The Bank does not grant any Packing Credit facility against (i) Restricted L/C and (ii) Revocable L/C. Before negotiation, the dealing officer must check and scrutinize the documents thoroughly to ensure that they have been drawn in exact conformity with the terms and conditions mentioned in the Letter of Credit. 

3.10 Finance in Garments Sector:

The Bank’s policy is to increase the volume of Export business substantially. In view of this the Bank has established a separate unit under Head Office Credit Division for handling the Garments Business. In order to take necessary precautions during opening of Back to Back L/C for the import of fabrics and accessories, the Bank has strengthen its monitoring / supervisory functions for protecting the Bank’s interest. 

3.11 Specialized Loan:

In order to cope with the changes in the economy and society, the Bank’s policy is to develop and introduce new products for different customers group.

3.12 Small Loan Scheme:

With a view to provide financial assistance to the shopkeepers of different shopping center / market situated at various cities of the country, the Bank has launched an especial program under Small Loan Scheme. The salient feature and terms and conditions has been circulated to all concerns vide Instruction Circular # 09/99 dated September 30, 1999.

3.13 Earnest Money Financing Scheme:

With a view to encourage the Contractor financing against Works, an Earnest Money Financing Scheme has been introduced. The modus operandi and terms and conditions under the Scheme has been circulated to all concerns vide Instruction circular # 50 dated August 26, 2000.

3.14 Doctors Credit Scheme:

In order to provide modern Medicare facility to the mass people of the country, a Scheme namely “Doctors Credit Scheme” has been introduced for newly passed MBBS Doctors, Specialist Doctors and Owner(s) of Clinic / Hospital / Diagnostic Centre. The detailed guidelines under the scheme has been circulated to all concerns vide Instruction circular # 51 of August 2000.

3.15 Personal Loan Scheme:

With a view to cater the Credit needs of Government / Semi Government Officials / Employees of Autonomous Bodies / Banks and financial Institutions / Multinational Companies / reputed private organization and Teachers of Public / private School / Colleges / Universities, a personal loan Scheme has been introduced. The detailed guidelines and terms and conditions has been circulated vide Instruction circular # 240 dated July 7, 2004.

3.16 Consumer Credit Scheme:

In order to provide financial assistance for purchasing household consumable items, the Bank has launched an especial credit program under Consumer Credit Scheme to upgrade the living standard of the people who happens to be the main driving force of the economy. A brief outline on the terms and conditions of the CCS has been circulated to all concerns vide Instruction circular # 05/99 dated September 09, 1999.

                        








3.17 Women Entrepreneurship Development Project:

With a view to encourage women to take active role in Socio-economic activities, an especial project in the name of “Women Entrepreneurship Development Project” has been introduced for extending credit facility for establishment / Expansion of Small Cottage Industry and also as working capital to the project. The detail guidelines, terms and conditions and modus operandi of the Project has been circulated vide Head Office, Credit Division Instruction Circular # 139/2002 dated September 23, 2002.

3.18 Lease Finance Scheme:

 Lease Financing is one of the most convenient sources of acquiring capital machinery and equipment whereby a client is given the opportunity to have an exclusive right to use an asset usually for an agreed period of time against payment of rent. It is a term financing repayable by installment. With a view to encourage the genuine and capable entrepreneurs for acquiring Capital machinery, medical equipment, Computers and various items, the bank has introduced Lease Finance Scheme. Interest rate fluctuates between 15-15.5%. Other terms and condition are applicable like term loan.

3.19 Types of Credit Activities:

Depending on the various nature of financing, all the lending activities have been brought under the following major heads:

3.19.1 Loan (General):

Short term, Medium term & Long term loans allowed to individual/firm/industries for a specific purpose but for a definite period and generally repayable by installments fall under this head. These types of lending are mainly allowed to accommodate financing under the categories (I) Large & Medium Scale Industry and (ii) Small & Cottage Industry. Very often term financing for (I) Agriculture & (ii) Other lending’s are also included here. 

3.19.2 House Building Loan (General):

Loans allowed to individual/enterprises for construction of house (residential or commercial) fall under this type of advance. The amount is repayable by monthly installment within a specified period. Such advances are known as House Building Loan (General). 

3.19.3 House Building Loan (Staff):

The Board of Directors of the Bank introduced a well- timed and pragmatic revised House Building Loan Scheme for the employees of the Bank in view of increase of price of land, cost of construction materials, purchasing price of ready-made flat/house in the major cities of the country as also to improve welfare of Executives/ Officers of the Bank. The scheme is called the “Employees House Building Loan Scheme of IFIC Bank” The loan under the scheme is not claimed as a matter of right but is extended on first come first served basis subject to availability of Annual Budgetary allocation of fund for the Scheme approved by the Board. 

Loan Ceiling:

The amount of the loan can not exceed the actual cost and other expenses relating to the land and/or construction of a house or purchase price of a readymade flat/apartment.  The loan ceiling has been determined which are as follows:

3.19.4 Car Loan Schemes   

The Transport Policy of IFIC for providing Cars to the Executives against loan was approved by the Board of Directors. In the light of increase of value of car, fuel, motor parts, maintenance cost and the cost of living index (Driver purpose), it has been observed that existing monthly Car allowance allowed to the Executives do not commensurate with the real operating cost of the vehicle. As such, the existing Car Loan Scheme may be re-designed in a way that the loan facility does not become a burden for the concerned executives.

It is also observed from the Car Loan Schemes of some Banks that they are providing Car loan to their Executives without any interest.  Moreover, their Car allowances are higher than IFIC.

The ceiling of loan, monthly loan installment and monthly car allowance, have been fixed by making a comparison the same with new generation Banks (copy enclosed) are as follows

	Sl. No.
	Designation of the Executives
	Loan Limit 

( New Car)
	Loan Limit (Recondition Car)
	Monthly Allowance

	01.
	AVP/FVP
	1500000/1800000
	Tk.8,290.00
	Tk.30,000.00

	02.
	SVP/VP
	1800000/2000000 
	Tk.  9,200.00
	Tk.32,500.00

	04.
	EVP
	2000000
	Tk.11,700.00
	Tk.35,000.00

	05.
	SEVP/DMD/AMD
	At Actual
	
	



3.19.5 Cash Credits & Overdrafts (Against Hypothecation of Goods/Stocks)

Advance may are sanctioned to a client against primary security of hypothecation of raw materials and/or finished products. Under this arrangement, the borrower by signing a letter of hypothecation duly stamped, creates a charge against the goods for an amount of debt but neither the ownership nor the possession of the same is passed on to the Bank. Only a right or interest on the goods is created in favour of the Bank, but the borrower binds himself to give possession of the goods to the Bank when called upon to do so.

Hence, in order to secure the advance, Bank normally insists on the borrowers to provide suitable collateral security.

While allowing credit facility against hypothecation of goods/stocks the following points are considered subject to restrictions imposed from time to time:

· The facility is to be allowed only to the trustworthy having undoubted standing and credit worthiness.
· The goods are sellable and borrower has an absolute title in goods.

· Hypothecation advance is allowed by banks only for working capital and not for capital investment.

· The goods are not subject to rapid deterioration due to storage for short or long duration. The prices of the goods are steady

· The goods are not encumbered and/or hypothecated to any other Bank.

· In case agricultural crops, the crops should be of current season and the advance is adjustable before the crops of next season comes in the market.
Sale of Stocks:

In default of repayment of an advance called upon by the Bank, the Bank has the right to sell the stock pledged to it as security after giving reasonable notice to the borrower (vide section 176 of the contract Act). Such notice must be sent by registered letter, with acknowledgement due, whenever it becomes necessary to realize the security. In the event of the registered letter being refused, it must be kept unopened so that it can be produced in the court, if necessary, as evidence of notice having given


Hire-Purchase: 

Hire-Purchase is a type of installment credit under which the borrower agrees to take the goods on hire at a stated rental, which is inclusive of the repayment of Principal as well as interest for adjustment of the loan within a specified period. 

      SOD (General):

These are advances allowed to individual/firms against financial obligation (i.e. lien on FDR/PSP/ BSP/ insurance Policy/Share etc). This may or may not be a continuous Credit.


SOD (Export):

Advance allowed for purchasing foreign currency for payment against LCs (Back to Back) where the exports do not materialize before the date of import payment. This is also an advance for temporary period which is known as export finance and falls under the category "Commercial Lending".


SOD (Others):

Advances allowed against assignment of work order for execution of contractual works falls under this head. This advance is generally allowed for a definite period and specific purpose. I.e. it is not a continuous credit. It falls under the category SOD "Others".


PAD (Payment against Document):

Payment made by the Bank against lodgment of shipping documents of goods imported through LCs falls under this head. It is an interim advance connected with import and is generally liquidated against payments usually made by the party for retirement of the documents for release of imported goods from the customs authority. It falls under the category "Commercial Lending".


LTR (Loan against Trustee Received):

Advance allowed for retirement of shipping documents and release of goods imported through L/C falls under this head. The goods are handed over to the importer under Trust Receipt with the arrangement that sale proceeds should be deposited with the Bank to liquidate the advances within a given period. This is also a temporary advance connected with import and known as post-import finance and falls under the category 'Commercial Lending".
3.20 Sector wise allocations of Loans and Advances:

IFIC always prefers in well diversified portfolio investment. The portfolio continues to be free from undue concentrations in terms of exposure of any specific industry. 

	SL
	Sectors
	Sector wise Allocation of loans for the Year 2007.

	1
	Garments
	4962848367

	2
	Trading
	9553142956

	3
	Engineering:
	1354138597

	4
	Contractor Finance
	1358690299

	5
	Leasing Company
	1484910625

	6
	Housing
	2296970264

	7
	Food products and beverage
	1745497330

	8
	Pharmaceuticals
	671356398

	9
	Telecommunication
	1550000000

	10
	Transport
	485440761

	11
	Textile
	1256269275

	12
	Information technology
	221039999

	13
	Hospital and medical Services
	655049990

	14
	Paper, Paper production and publications
	297244722

	15
	Plastic and plastic Materials
	167971665

	16
	Storage
	6250904

	17
	Glass and glass products
	265252222

	18
	Agriculture
	1125740077

	19
	OTHERS
	2420045653

	
	Total
	31877860104


4 .FINDINGS & ANALYSIS 

4.1 Observation: 

During internship period in IFIC Bank Limited, Gulahan Branch the following problems or shortage are observed.

· Lack of sufficient executives or officers especially in the credit division hampers the loan sanctioning process in time.

· IFIC takes relatively more times in granting loans advances to different parties. It seriously discourages the persons who are inclined to get loan for their urgent purpose. Mode of disbursement, charge documents etc. Head office takes so longer time in processing and approval of corporate loan. The total sanctioning process event takes month after month to give the final decision. 

· IFIC does not sanction loan to all sectors equally as they require, rather it concentrates its loan and advances within some limited fields and category.  

· IFIC has Credit Card facilities but ATM booths are located in some commercial hub in the city. Again the terms and conditions of the credit card are not changes with the changing environment. That’s why ATM card holders most often don’t take credit card facilities even in some cases employee of IFIC use other banks credit card.
· There are various products and schemes of loans and advances but in every phase IFIC doesn’t comply with the requirements of its policy and Bangladesh bank guide lines exactly.

· There is discrimination in sanctioning sector wise breakup of loans and advances. Consumer credit schemes (CCS) are more popular and require things among the people of various classes but IFIC don’t have any customized schemes targeting various classes of people.  Even the effective rate of interest is very high. And the terms and conditions of CCS loan are also very inconvenient and discourage people.

4.2 Recommendations:

· IFIC should disburse their SME loans in various sector rather than specific scheme.

· Loan sanctioning and disbursement procedure should be easy and flexible being consider the requirements of different classes of people. 

· Amount of loan can be raised in proportion with the existing demand of people in SME loan. SME loan can be popular among the small trader and lower income group people like IFIC DPS. 

· IFIC SME credit Policies can be revised being considered with the increase demand of handicraft, transportation, Knit and packaging and plastic industry.

· Sector wised loan in agro based industries and firms, lather technology can be convenient and flexible for the receiver. 

4.3 Conclusion:

Lots of new commercial bank has been established in last few years and these banks have made this banking sector very competitive. So, now banks have to organize their operation and do their operations according to the need of the market. Banking sectors no more depends on a traditional method of banking. In this competitive world this sector has trenched its wings wide enough to cover any kind of financial services anywhere in this world. The major task for banks, to survive in this competitive environment is by managing its assets and liabilities in an efficient way.
As an internee student in IFIC Limited at federation Branch, Dhaka I have truly enjoyed my internship from the learning and experience viewpoint. I am confident that 90 days internship program at IFIC Bank Limited will definitely help me to realize career in the job market specially in banking sector.

During the course of my practical orientation I have tried to learn the practical banking to realize my theoretical knowledge, what I have gathered and going to acquire from various courses. It is great pleasure for me to have practical exposure of IFIC Bank Limited, because without practical exposure it couldn't be possible for me to compare the theory with practice.

Only the credit department has been covered in the internship program, it is not possible to go to the depth of each activities of branch because of time limitation. So objectives of the internship program have not been fulfilled with complete satisfaction. However, highest effort has been given to achieve the objectives of the internship program.

So in conclusion I would like to say that every organization has its positive as well as negatives and in case of IFIC Bank Limited existence of the later one is less then the earlier one and as the management is determined to reach the pick of success it seems that in near future the negatives will be eliminated. Thirty years is a very long span of time and the organization, which can establish itself as one of the most reputed private commercial Bank in the country within this period deserves special credit and with their able leaders IFIC Bank will reach the highest level of success very shortly. I wish the bank all success prosperity in their field.
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Figure 3.1: Flow Chart of Syndicated Finance


SOURCE: Adapted from Annual Report 2006
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