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At first I grateful to the Almighty Allah to give me the patient and capable me to 
prepare this internship report on time. I have completed my internship in 
International Finance Investment And Commerce (IFIC) Bank Limited . In this 
report I want evaluate the Credit Financing performances of the bank. To collect 
all the data and their performances I have got the help from Mr. Abu Nasser AI 
Razi, First Assistant Vice President. I am really very much grateful to him for the 
information. 

I also very grateful to Mr. Syed Hossain Chowdhury, Grade One Officer, Mr. Ziaul 
Bari, First Vice President, who were really helped me to collect the data. They 
helped me as much as possible. Because the bank has strict rules not provide 
their some confidential data to the outsiders. I will have to also mention other two 
madam Ms. Farhin Sultana, Stuff Officar, and Ms. Morsheda Begum, Stuff 
Officer, both of them were very helpful for me. 

All of them were very much helpful and I am so much grateful to all of them. They 
have enough contribution to get the information and data. And that's why it is 
possible to prepare the report. 

Now I am mentioning the name of my internship supervisor Mr. Tanbir Ahmed 
Chowdhury. Who is the prominent and foremost person for me to prepare the 
report because he gave me all the instructions, schedule, format and all the other 
discipline by which it can possible for me to uti lize all the baking credit financing 
information and data properly. Without his instruction it is really tough for me to 

. provide a better quality report. So I again so much grateful to my supervisor, who 
helped me anytime when I asked and also consider my different problems. 
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The report is prepared to evaluate The Credit Financing Department of IFIC 
Bank. As a private commercial bank all the sectors of credit financing department 
are not highlighted in·this report. The main ideas and which are more performed 
in the bank those analyzed. In the report there are five chapters are mentioned. 

At first the in the introductory part mainly emphasized the overview of the bank, 
capital and surplus, scope and methodology, which is chapter one. In chapter 
two the performance evaluation of overall banking is highlighted and in it the 
items are analyzed such as - deposit amount, total and fixed assets, dividend 
and bonus share, time interest earn, etc. are evaluated. In the chapter three 
there are all the credit financing different type, .terms and conditions, rules, loan 
sanctioned criteria, loan disbursement amount, recovery rate etc. are 
emphasized. There are also more two chapters - chapter four is for problem 
finding of overall banking system and also the problem of the credit department. 
And the last chapter five is for suggestions to improvement of the overall banking 
system and the credit department. 

There are also the limitations to collect the data, conclusion, appendix, 
bibliography are mentioned to fulfill the report. 

All over the report there are many rules and regulations, problems are identified. 
with all those the solutions are given to improve the overall and the credit 
financing department so that the services of the bank will be more quick and 
unique, reduce the risk of providing loans by refund on time, consider the 
borrower's criteria etc. which will help the bank to develop their performance 



IVIISSION STA TEMENT OF IFIC BANK 

The Mission Statement of wtC Bank is -

it Our Mission"is to provide service to our clients with the help of a skilled 
and dedicated workforce whose creative tal-ents, innovutive actions and 
competitive edge make our PQSitio"ii'unique in .giving quafity service to a/l 
instrucfkms arid individuals tliat we care for." 

As a private eomffl~rotal Bank lFle is committed to the welfare and economic 
prosperity of t~:~ aOO the communtty.,for the i-flC Bank derive from them 
the inspiration 'and drive for onward progress to prosperity. 

,J.: {~:~~~~;iI:1~{-~:;>~ ~~~~·~:!·:;f·~· . > • • 

They want to be the !eaderarnOO~ibanksln Bangladesh and make our lndellble 
mark as an actrJe partner inregional banking operating beyond the national 
oo ... mdary " 

',- -
" • ",' J:.... "'._ 

In an intensely competitive and complex financial and business environment, 
they partkularly focus On9~~'~ profltabilfty {)f an concerned, .• , 

"":\7:~~;;~~;!~;;i:I:::,'<>" ... '. '. . 
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j . 1 An overview of International Fina.nce investment 
And Commerce Bank Ltd. 

The Bank in a Sketch: 

International Finance Investment and Commerce (IFtC) Bank Limited started its 
banking ope.rntioos 00 June 24,1003, Early to that R. was set up in t97B as a 
joint venture finance company at the illustration of the Government of the 
People's Rep~ic of Bangladesh, Govemtnent then held 49 percent shares while 
the sponsors and general public held thB rB~t ThAt finAnr.p. r.nmpFlny hA~ t:;.nmp. 

tmportar:t ob!ect!ve~ those were t~,~~~!ljo!nt venture banks" fu:a~ 
companIes and affihates abroaq ~W,~~lso"has another common objectIve to carry 
out !deal banKingfunctkms ofaboce company at hOme. 

/~~~{W.fn0~~~~" ' . . . ", . 
In 1983, at what time the;~Government decided to open up banking in the private 
sector, the above finance:~ompany was transformed mto a tuH-fieoged 
commerdal bank. Along with this, the Government also entitled four other 
comrOOfdal banks tn the pri~~ .. Subsequently, the Government 
denationalized two banks, Which!~k~iQ;~!'t~ly .~civernment-owned. 

4t';';;4t~~j;~i~~':_;·.~:~:·"_·,;1 . 
\ 

The C"'Ovemment maffitained 40 percent shares in lF1C Bank in charging of tts 
original objectives, namely, promotion of joint participation of Government and 
private SjXmSCfS to establish jcint venture banks, financial companieS, branches 
and affiliates abroad. 

(»Nnership Construction: 

The Bank has an ownership structure which that the sponsors hold ownership of 
the Bank in the private sector and Government of the People's RepubHc of 
Bangladesh . The sponsors and individuals now own 63 percent of the share 
capitai and the Government ownS a Htt!e more than 37 percent of the shares of 
the bank .. 

Functional Constituent at Head Office: 

Managing Director, ex-offido Director of the Board, is the Chief Executive Officer 
{CEO) of the Bank. Under direct control of the Managing Directory is the DeptJty 
Managing Director (now the position is vacant). 

The procedures and aU the accompflshments at the Head Office of lFtG Bank 
have been diverse into nine Groups excepting the office of the Advisor, Credit 
Poocy and Risk Management and the on.-ce of the Cruef of MD's Secretariat A 



Group Executive \Nho reports directly to the Chief Executive heads each Group, 
In the bank, Secretary's Division, which is outside these 'Groups, reports directly 
to the Managing Director. The rule of the 8ank that all the Divisions at Head 
Off.'Ce are ob!-igated to report to the respective Group Executives. 

Under Manipulations of the Bank-

Gro-up-t: The opefstion is Generet Credit Division. 
Group-ll : Operations of this group consists of four Divisions, namely-

t. Foreign T fade Operations Division, 
ii. Foreign Exchange Accounts/Fund Management, 
m. Operations (Over~) Division and 
iv. Garments oiVi$iori:;"I",;';~" ' " . 

.... .... ~" Ie'", .'; ~ 

:;:...f";~,~':~ ;or / ~.-': 

Group-tH : The operationS ¢thts group is Bank Examiners' Oivision. 
Group-tV : The operations are ofthis group are - ' 

i. Comprise Central Accounts Oivision, 
ii, Generat Bankit:lg Division, ' 
m. Treasury rnv~n 8nd Establishment Division. 

'.- "~ .. _~~.'I.I. 

Group-V: The operations consists of this group is Recovery Division. 
Group-VI: Operations has been designed with Project Finance Division under it. 

There are th'ree Services Groups among those six operations Groups of the 
Bank. Those are : 

Services Group-I: The services are included of this group: 

• Human Resources Development Div1sion, 
"It Planning, 
• Research and 
• Statistics Division and Personnel and Administration Division. 

Services Group--JI: The services are mcorporated of thfS group: 

• Branch Expansion, 
• Business Dev&.opment and Marketing Division, 
• Computer Division and 
• Special PrOjects Division. 

Services Group-III: 

The service under this group is - Law Division has been placed. 
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Distinct, Financing: 

The Bank 'over the past eight years has been contributing term finance to 
medium and small-scale industries, en the side of carrying out habitual banking 
performances. Both Asian Development Bank and World Bank had designated it 
to fmance medium and small siz:~ industries under cutstanrnng agenda. Under 
these agendas the Bank authorized loans of Tk.42.80 crore to as many as 53 
units. They fmanced 138 units from the 8ank's own fund, till December 31, 2000 
65 percent of their Industrial finance goes to textlle division along with RMG. 

OVERSl=A.S OPERATIONS: 

"dJli4~jf~ 
Bank of Maldives Limited fBML': 

'".,,'; 

The Bank had set up in 1983 as ajoint venture bank in the 'Jl aldives Limited 
(BML), at the request of the GoVernment of RepubliC Of1he MaldiveS. At that tkfle 
this was the only national bank in' ti:tat country which would perform its business 
through seven branches. lFtC Bank had ,acoompllsh~ the ooaHngs of BML from 
1983 to 1992. In 1992, as per obligation,' IFIC Bank sold its shares to 
Government of the Maldives and handed over management of BMl to the 
Ma!divians. 

Oman-Bangladesh Exchange Company (OBEC): 

1FtC Bank estab~ished an exchange company - Oman Bangr8c.,tesh Exchange 
Company - in 1985, to accelerate allotment by Bangladeshi wage earners 
working in Oman. The business of the Exchange Company, a joint venture 
between the Bank and Oman nationals, is run and attained by !F1C Bank under a 
management covenant. 

From the beginning, the Company has been showing impressive results as a 
jolnt venture bankmg business. ft executed their business through s~x branches, 
ln December 2000. Annual remittances increased from Tk.166.52 million in 1985 
to Tk.1561.80 million in 2000. The company earned profit amountto Tk.16.90 
million in 2000 as against Tk.2.29 million In 1985. 
19 off.>cers of the Bank are engaged tn the exchange house. 

Branches in Pakistan: 

In 1987 lF1C Bank opened its -first transmarine branch in Karachi. That branch 
expanded their operations tmme<.f.1ffi-eJy am prove of their per.--ormance is that the 
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branch extended its deposit base to Tk.831.97 million in~OOO from Tk.116.05 
million ~n 1987. The pre-tax profit earned by the branch stood at Tk.46.06 mlllion 
in 2000. 
In 1993 the Bank was opened the second overseas branch at Lahore in 
Pakistan. Tt-re deposit an{j pre-tax profit of the branch was Tk.3S2.00 mtHiOn and 
Tk.12.34 million respectively in 2000. 

Nepal Bangladesh Bank Limited: 

!n December 1993 the Bank got the authorization to constitute a joint venture 
bank in Nepal with 50 percent equ{t>j.ln June 1994 it initiated their executkms 
under the name Nepal Sangladesheank Ltd. This is the first joint venture project 
between the two countrieS. ~W ierms of ~he jOint venture agreement, 
management of the banldsveSted with tFIC Bank. After beginning their 
operattcns within one Yearth1s bank hoo reached b~-even point. Oeposfi of 
the Bank as on July 16. 2000 was' Tk.4,648.00 million. The Bank made a net 
pront ofTk~295 .00 minion during the yearend~ng on-July 16, 2000, wruch is the 
last day offinancia! year in Nepal. . 

Nepal Bangladesh Finance Amit~Sing Compimy Limited: 

There are another joint venture named Nepal Bangladesh Finance and Leasing 
Company LImited lat.'nChed its operations on Aprtl18, 1999. Thernanagement of 
this company is related with IFIC Bank. The company's 30 percent shares are 
held by IFtC Bank. 

Comeuter And Information Techno/ogv OD: 

In 19<33 since IFIC Bank has been laying great importance on the use of 
augmented technology, branch of knowledge and system on its expedition as 
Commerdal Bank. The Bank ftfSt introouced computer in branch banking In that 
year. 

There are 44 branches are computerized out of a total of 52 branches of the 
BanK in the country. local Area NetworK (LAN) system has been instatled in 
seven of the computerized branches. 

Opening Nevt/ Branches: 

This bank is expanded their branches in a very quick time. In 2000, the Bank had 
already set up 52 branches within the country exch ... 'ding t-. .... o branches abmadi.e. 
in Pakistan. 
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They got the permission from Bangladesh Bank has been obtained to open three 
urban branches and one rural branch in Bangiadesh in ~OO 1. 

HUMAN RESOURCES DEVELOPMENT DIVISION: 

The Bank has a mission and aim. Human Resources Development (HRD) 
actIvities aim at fulfilling the Bank;s Mission. One ofthetr f"OUf major missl"OllS is 
to: 

"Provide service to their ctientSwiththe help of a skilled and dedicated 
workforce whose creative :talentS," innovative actions and competitive edge 
make their position uniq~ i,il'giving quality service to alt institutions and 
individuals that they ~t~J.or·~ . ,,: 

.< :.,'. , 

~i~ f~f!:: ~~? . /~~i~'~::,,' .-~·:::::'-";.,?~::F'''i:'~~':'\: , 
In all the companies all time)he skHled, ',enthusissticand dedicated workforce 
WITh aesthetic taients;' ~ actions ate not alWays immediately accessrbte, 
Appreciating the scarcity of ~u6h manpower, the Bank from the very beginning 
iaKl importance to tiRO that ~t~ indudes activities liKe: 

,. Pre-recruitment driU, 
r Recrunment, 
r induction, 
T r raining in the Aca'Ciemy, 
> Job rotation, 
;... P!acement and posting, 
r Rev.tard and promotion. 

The Bank destgftS atl these activities to fulfill their mission with banking 
performance in an integrated way aiming at manpower with required technical, 
managerial, human and, conceptual skins. 

The management of IFIC Bank not only appreciates the need of skills essential 
for day to day banking procedures but also conceives the need forskHls to meet 
the global and national financial and economic environments that are changing 
1ast ~ hey all tlffiBwants tn meet the needs of new skiHs arising out of Rnanctal 
Sector reforms Program (FSRP) is also a major concern of the management. So 
that the customer will be more attract to their banking facilITies, aM aU SefVtceS 
with a talent and expert workforce. 

The Bank, therefore, set up a Division namely HRD dlvision long back. 'The 
Academy of the Bank works under this Division. 
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Types Of Academic Credit Related Programs: -1 

The Bank Academy provk!es some foundation coursesf-orfresher. Foundation 
Courses on elementary knowledge of banking are organized Specialized . 
Courses on the areas Hke -

r Credit, 
r Foreign Exchange, 
~ Accounts, 
:r ~nspection, 
r Marketing etc. 

i;:-~·,· ';;-.<: 

All the areas are intended fqi 'g~d~l~ "~rking in those areas. There is also 
dITferent seruor level OOUf$es$wruch are run on specifiC knowledge area. Certain 
courses are a comRound'ofdifferent knowledge areas, ' 

{'f<~ -U;:5·:W. ~ _. ;;:R;;~!;-
! f;'C,::;". i.~~.~.jc.' • 

ff'~~~ti ;£";f':'~"'" 
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1.2 Capital Structure Of IF Ie Bank 

Can ita l and Reserves: 

The Bank initiated with an authorized capita! of Tk.1 0.00 million in 1983 and the 
paid-up capital was then Tk.71.SO mH1Km orny. Over the last seventeen years, the 
authorized and paid-up capital has increased extensively. Authorized capital was 
Tk.500.00 million and the paid-up capital stood at Tk.279.35 mHHon:lr as on 
December 31, 2000. 

The Bank has constructed up significant resources as reserves base over the 
years. In last sevent-een years its ~eserves aoo surplus have increased 
significantly. As against Tk.21.20 rruUjononiy tn 1983, reserves and surplus 
increased to Tk.683.73 mi-looJfiJl'2000. T-rrt: Bank has a better consistBnt policy 
which help of building up re~rves has authorized ti't.e Bank to sustain a better 
capital adequacy ratio as ¥etate to -others. 'I, '. 

;:. ":2~'~:-f; r1- 1'\ . ~ :.-

.; .. , :.-. (~". 

The Bank has been dernonstratinga balanced and improved accomplishment 
with the dynamic support tmd ~Q.ce from the Govemment.ln its seventeen 
years of operations, the Bank ·ha~uiesefved the status of a leading bank in terms 
O· f '"'''"'tn '"'. ·"";'n.a.s' s' a' "" .... h,,",-",;+'~ttH · 'cJt·d~~'·,<·.···' 

\.IV I i..JU;:;' .. tt",., ilU ~VVU"'.t... u;i~: .• ;~:::-::: .... ;: .... 

Beginning \tvith a proper deposit of only Tk.863.40 million in 1983 the Bank has 
dosed ITS business With Tk.17,500,tO mUHon of deposit as on December 31, 
2000. The annual growth rate has mostly been higher compared to both banking 
sector grmvth and fftdr-ltduai rates achieved by others. 

As against a profit ofTk.21.94 miHion in 1.984, the Bank earned a profit of 
Tk.534.15 miHkm fur the year ended December 31 , 2000. 

- " 
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1.3. Scope and methodology of the study: 

The methodology of collecting the -dataf{om the bank from their library, 
Academy, Annual report, publications, advertisements in the newspapers, and 
thetr different secret n!esvvhich are not published tn anywhere. The evaluation uf 
the credit performances of the bank are collected from their credit department, 
but all the infurmation 8fi:! not more vast and not a long terms, because of their 
restrictions to expose some items to the outsider. The deta are Primary data 
because mainly aH the data are coMected from the bank's publications, thcir-own 
collections about their performances. And the other things regarding their ideas, 
thInking, problems,futt..u.B tNnking, attrtudes oVer the other banks al! collected by 
interviewing. V>Jhich are Secondary data. 

The resp-onders were ~n dfff-er-ent ranK in the banklrrg sector they are - First Vt::;B 

President, provision officer of Cre~Ht department, and some other else. The 1 0 
responders are interviewed 8l)d ;~n '¢1hem ate.:give their O\\'rl approach at-out the 
bank. They give different types ¢ .banking ideas. it's strong sides, problems, the 
present situaUon and future ptariOfng etc. '. .".' 

!: 

There are open-end type questions are asked in the interviewed, where all the 
resp-ondents have the -chance to say their u'.vll words. fec!~fi-gs, 'ideas, thinking. 

\:' . 

The responses are ana!yzedanct aU are 8S fcUows: 
..... ~, . " 

1 Qm:st\ons ~ Answers { Analysis 
___ J ~- - . 7 • 

1 1. The present j 1. The present poslfion 11. On the bas)s of their Ideas that lower 
) position of IFIC .~ of lF1C Bank is 5th ~ profit makes their position 5th and they 
1 Bank as a 1 among all the old and ] are almost sure that this will begone 
1 Private Bank. j new Private Banks. j down in the future. 
j .~ j 
! 2. The reason of 1 1. the reasons are: !1 2 Th~y are mainly .~.press about their 
! tower profit 1 ~ Mainly, loans <lfe l ~lfiedf?B;S' whlch tt:eyga~: but not 

-~ not recovered iI recoverw m too perfect tune. Abo the 
u properly. ~ RMG sectorfaHed to keep their export in 
~).. loans are : different countries and that's why the 
~ classilled. .~ bank can~ get more clients for opening 
'~ r Lower amount Le U Le. so their eam'lr\\ls are Qone down and 
Ii lS made for war in -~ they a1so menlion aboullotai condition of 
~~ dlfterent countries. ~ the world, ma'm)y about war, which affect 
j );- RMG sector's ] their profit aiso. 

I ~ fu~~ , 
1 3. Interest c/:large .. ~ 3. VVhat the bank earns ~~ 3. VVhen any loans are not refunded then 
1 ] by interest charaina j it becomes Bad and loss .position and 
i ~ mostly those are oot ~ ttwt's why which joans -ate not recoverecL 
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~----------~t ~~~--------i accept as their profit i So the pro_~t is declined. 
because of the i 
Classified loans. 

! 4. Main problem 4. Less offerings of 14. As a old and good reputed private bank 
! of the bank. f new ideas to the aI/ the problems they couldn't overcome 
I 1 customers, more J and also their offerings are not properly 
I formality and rigid I maintained, more inflexible systems can't 
I system of Consumer attract the customers. Also the slow 
i 'I Cre~it Scheme, slow service make the people bore because 
! I service, I now the time of fast move so all should 
\ I f be more faster than and faster. 
! 5. Credit facility 5. The credit facility of I 5. IFIC Bank will be more concern to give 

I 
of the Bank I' the bank is more than I their loan to more clients than the other 

. the other banks. That i new and old private banks. But they are 
! I means they arrange I more concern about the risk of loan 
I I m.ore credit for :heir . i refunded. If they can 't recover their loans j 
I I clients · ." I' on time then they have to consider a big 1 
Ii ' . _. . foss with expensed because when the I! 

I I roans are in Bad and Loss position then 
! I ! the bank has to go for action of law j 
! i against that borrower. So there is enough j 
i ! / " \ expenses are included for all these. 1 

!6. Number of 16. The Number of 16. As an old private bank the position of 1 
i branches. I branches ,is 52 in all its number of branches is the lowest j 
i over the count amon all the old rivate banks. j 
I 7. Best i 7. Stuff House BuHding I 7. It is really very good opportunity for the ! 

i opportunity for f Loan (SHBL), 11FIC Bank's stuffs to get the loan for 1 
i the employees of t Provident Fund Loan ! house building, PFloan 'andaJso they gei 11 
I IFIC Sank. I (PF), they are also get i the opportunity to get the loan for 
! I the benefit from the f purchasing their neCBssary home I 
! I Consumer Credit I appliances, which are under the CCS. ! 
! ! Scheme (CCS). ! I 
! 8. Main strong 18. Surplus money. 18. The bank has a large amount surplus lj:. 

1 side of lFIC 1 ! amount of money by which they can earn 
I Bank. I' a lot of .money by giving loans to their I 
1 clients. They are so st~lct to refund their J 

I loans. But they can't give loans for all 11 

I
I I I' times because the lack of reliable 

I consumers and also at present the I 
I 1\ I garments sectors fail to continue their j 
i , earnings and that's why the banks are fail 1 
lI to get LC account what they got in ! 
19. Possibility of 19. They have tha future i £~~~o~~se~~~~w offerings attract more 1 

I
I introducing ATM t thinking to offer some t to the new customers and retain easily ! 
i Card, Tele- . I new offerings like - t the old clients. So the bank has the 1 
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i banking system. I ArM Card, Tefe-
I I banking. 

, decision t!¥ introduce some new ideas inj 
new year for gaining more clients and I 
make them ermanent. 

I 10, Measurement 10. In terms of the I 10, IMF js the prjncipal indjcator to I 
I the performances , respondents answers I measure the bank on the basis of their I 
i and the position I the banking I assets, reserve and surplus, loan I' 

of the bank. I performances and I circulation, rules and regulations of , 
I position are measured i arranging the credit facility, loan sanction, l 
j
i by Bangladesh Bank I disbursement and also recovery rate in I 

! 11. Training for 
I the employees. 

I and also by the tMF. I different years. \ 
111. On the basis of the 111. The bank arranges the training facility ! 
i respondents speaking I for the employees and it is mainly held I 

\
' it is adequate and the I with the batch process, and they also 1 I 

I 
I 

I 
! 
! 

I bank also arrange i ~r,r~nge the training program for the new I 
I training program for I lOJnln9 employees. The bank also I 
I the newemR!gyaes, in f arranges the exam for the old employees j 

II the btfl;;~': " ';"" I E~=~~1~~!f£i;! fi!:~~~~~ , 
give promotion. 

I 12, Principal 12. Both retain the old 12. On the basis of their speech they 
I Responsibility. . t cl~ef"\ts and attract think that the bank can retain thei old 
IL i clIents. .... clients and attract the !'leW clients by 

1 I givinga very good services that means all I II i are dependent on the services, also the 
I f new offerings must attract more 
I I customers both the new and old. 

i 14. The '.vell step i 14. The bank offered a I 14. ThIS was really a very good step was 
I by which the I very good entity, which f taken by the bank, the idea of that the 

! 
bank get a good I was a new offering I client wlll keep a specific amount of 
clients. And I introduced before one I money for a short term and get a monthly 

I attract more I year, called Monthly I interest. The amount was 50,000 TK to 1 
! customers. ! Income Scheme. Lac and then the client will get the I 
1 I . interest. It is the private bank took the first ! 
! I i step. But the bank couldn't attract the 1 

! t customers. The reaSon is not clear. 1 
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j15.lCleas 
i gathering from 
I whom. 
i 

115. For new Offering~I~IFIC B~nk has the totally different 
! and different ideas the department for taking any new ideas for 

I bank will decide from I offer to the customers. They mainly 
their new idea ! observe all the situations and monitor all 

I generation department. I other banks functions, their new steps 
I ! then they will decide which will be 

I I convenient for th$n1 for maintaining and 
! I also less expensive but attractive to the 
I I clients. 

'. 
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2.1. Branches of the Bank: 

Branches of the Bank: 

The Bank covers all the significant trading, exchange and commercia! centers of 
the country by i ts exect..>ticns. As -on December 31, 2000 it had 52 branches 
within Bangladesh. 

All the important branches are equipped with computers in addition to the 
~~~~~ f ;t;.r lrv-.j r -..I .~~~- 11' -·t kf 11t'J'Jeln -aCmttBs, ~.S,ICS alt'u pt'"Vtt::SSlona. y -componen war .oree. 

Number Of Domestic And Overseas Branches From The Year 
1990-To 20QO: 

,._ . .I , .. 

Year Domestic >, 

i 1990 _~ __ 3_2 ____ -r~~ ____ ~ 
:---1991- 38 

I 1992 41 
[ 1993 44 ( ' r 1994 ---;- 50-----1

1
-- ---"-'-".=--

.-- ~--------rl ----~ 

i 1995 50 I 2 
1 1996 50 ! 2 

1 _ _ 1997 __ ---:5=-::2:---_---i1 ___ --::2 __ ----, 
l ___ 1_9_9§_ ,--l _____ _ 5_2 _ __ +i _ _ -,2=--_ 
_ ! __ l~.§l.§l 52 ! 2 
i 2000 52 2 

...•... 

The number of OOfresttC branches -of tFtC Bank is ~riCreased more at the year 
1990 to 1994 and after 1994 the number of the domestic branches 'are also 
increased but at a very few amount. ATld the current number of domestic , . 
branches is 52 all over the country and as a private the number of branches are 
really very weH positioned. So the increasing level is extended more up t{) 1994 
from 1990 and then it is stopped from the year 1997 and the number is still 52 at 
the year 2000 on the basis of W1C Bank Annua~ Report 2000. _ So in the figure it 
can be found that the curve is constant from the year 1997 to '2DOD. . . . 
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On the other hand one overseas branch was up to year 1992 then it was 
increased and up to year 2000 the number of overseas branch is 2. That's why 
the curve is maximum time constant at one level. So the comparing with 
domestic and overseas branches the domestic branches increasing level is more 
than the overseas branches. 

2.2. Number O(Execut;ves And Employees: 

Workforce: 

Total manpower stood at 1,700 as on December 31, 2000. Out of them 1,151 
were officers and 549 were non-officer employees. The number of female 
employees in the Bank on the date was 188. 
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GROWTH IN WORKFORCE 

YEAR OFFICER STAFF TOTAL 
1995 1 030 465 1,495 
1996 1 038 511 1 549 
1997 1,088 526 1,614 
1998 1,081 543 1 624 
1999 1,124 535 1,659 
2000 1 151 549 1,700 

The number of Officer and also the other stuffs in the bank are increasing at each 
year from 1995 to 2000 and that's why the curve of Officer, Stuffs and ultimately 
the total curve is gone upward. But the increment rate is low so the curve is 
increasing at a lower rate. . 
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Number Of Employees From 1988 to 1996: 

YEAR EMPOYEES 

1988 827 
1989 945 
1990 992 
1991 1062 
1992 1243 
1993 1320 
1994 1425 
1995 1565 
1996 1549 

The number of employees of IFIC Bank is increased each year. That's why the 
curve is gone upward every year. But in 1991 to 1992 the curve is gone up more 

1988 1989 1990 

EMPLOYEES 

1991 1992 

YEAR 
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than the other years. Because the employees are more employed at the year 
between 1991 to 1992. And the other year the employe-~s increasing rate are 
similar. 

Deposit Amount From The Year 1990 to 2000: (Figure in million Tk) 

YEAR DEPOSIT 

1990 6712.5 
1991 8284.49 
1992 9594.76 
1993 11649.03 
1994 12747.62 
1995 13565.35 
1996 14811.08 
1997 15623.94 
1998 16793.49 

-

1999 17312.09 
2000 17500.1 
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From the Figure of the Deposit Amount of IFIC of the-tast ten years from 1990 to 
2000 it can find that the deposit amount of the Bank is increasing every year at a 
regular basis. That means the amount is increasing at an equa/level every year, 
not a very .huge amount difference among the entire ten years amount.'The 
amount is increased more at the year of 1990 to 1991 and the other years are 
mainly equally increased but the last three years the amount is extended at a 
very lower rate. And that's why the curve of the deposit amount of IFIC Bank is 
upward each year but the curve is extended upward at a very lower rate. So the 
deposited amount is increasing but at a lower rate. 

Import And Export Business Handled From 1990 To 2000: 
(Figure in million Tk) 

Year Import Export 

1990 4769.9 2373.3 
1991 6572 3404.5 
1992 7663.2 4748.1 
1993 8793 5954.4 
1994 10964.6 6693.7 
1995 11366.7 8115.9 
1996 11845.2 9636.6 
1997 13628.18 13513.82 
1998 17440 12109.9 
1999 15886.19 16545.95 
2000 17939.1 19711.6 

The Import Business of IFIC Bank is extended very regular basis in every year. 
From 1990 to 2000 the Import Business Handled is increasing and the amount of 
that in 2000 is about 4 times more than the year 1999. But in those ten years the 
amount is fluctuated in year 1999, which is less than 1998 but the last year that 
means in 2000 again that amount is increased. And maximum time the rate of 
increment is mostly in each year about nearly constant from one year to another 
next year. From it can be conclude that the amount will may be increasing more 
for the future years. 

The amount of exporting from the last ten year from 1990 to 2000 is increased 
and the maximum year it is increasing from the previous year. And the rate is 
extended at a constant rate from the year 1990 to 1994. At the middle year the 
amount is increased in 1997 at from 1996 that means the amount in 1997 is 
more than 1996, which is a medium large gap between these two years. And 
again the amount is gone down in 1998 from the year 1999. And also the amount 
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is again is increment at a medium large amount like in the year 1997 and in 2000 
the increment is continued and go into the good position. 

Tota/lncome And Expenditure From The Year 1990 To 2000: 
(Figure in million Tk) 

Year Total Income Total Expenditure 

1990 825.61 766.29 
1991 1010.37 900.36 
1992 1203.5 1008.69 
1993 1087.51 1064.73 
1994 1047.69 974.83 
1995 1095.67 1015.62 
1996 1220.82 1102.29 
1997 1422.37 1215.33 
1998 1545.8 1329.58 
1999 1777.93 1546.86 
2000 3532.75 2998.6 
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The total income of IFIC Bank was increased from the Y43ar 1990 to 1993 but 
then after that year the amount was in the constant posi'tion for the three years 
from 1993 to 1995. And then the amount again begun to go up and the amount is 
increased in each year. But in 2000 the amount is expand at a very huge, 
amount, which is just double from the year 1999. It is mentioned that the total 
income of that bank will be increased for the future period. 

Total Income And Expenditure 

I -+-Totallncome -o-Total Expenditure I 

1990 1991 1992 1993 1994 1995 

Year 

1996 1997 1998 1999 2000 

From the year 1990 to 1993 the Total Expenditure was increased but in 1994 the 
amount was gone down. And again the amount was increased from the year 
1995 to 2000. So the curve is go upward. But in the middle period the 
expenditure rate of increment is lower that's why the curve was go up at a very 
little and the curve is go up at huge distance from the year 1999 to 2000 
because, the rate of increment in 2000 is larger than other years. From the figure 
it is shown that the expenditure of the bank will be gone upward. 
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So if comparing both income and expenditure then it can be found that both two 
are similarly increased and continued from the year 1990 to 2000. But actually 
the amount of income is more than the total expenditure. So it is very good sign 
for the bank and that's why the bank has more surplus money in hand. 

Net Profit A fter Tax From The Year 1990 To 2000: (Figure in million 
I!il 

Year Net Profit After Tax 

1990 21.32 
1991 49.51 
1992 86.81 
1993 11.28 
1994 36.43 
1995 42.03 
1996 65.19 
1997 124.22 
1998 140.54 
1999 ' 150.19 
2000 157.40 

NET PROFIT AFTER TAX 

:. :: 

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 

YEAR 
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2000 



The Net Profit After Tax of IFIG Bank is considered by t~e figure that the curve is 
flucttJated in diff-erence to their amount in dlff-erent years. fr.om the year 1990 to 
2000 in severa! times the amount is fluctuating at a different rate and from 1993 
to 2000 the amount is increased without any downv·,ard rating. From that ,tt can 
be concluded that the net profit after tax will be increased. It will help the bank 
very to expanD their busrness arid beCome a ~arge and profitable Financial 
Institution , 

Dividend And Bonus Share (Year 1990 - 2000): (Figure in million Tk) 

Year 01vldend And Bonus Share 

1991 20:87 
1992 25.04 
1993 -". - 2K8 

~ __ 1_9_9_4 ___ ~ ___________ '_.33 __ ._12 _____________ j 
1995 1 25.4 
1996 
1997 ',' 80.32 
1998 " 92'36 -
1999 92.36 
2000 

The dividend and bonus share was not declared in 1990, 1 996 and 2000. But the 
other eight years the direct-ors declare the dividend and bonus shares. Fmm the 
year 1991 to 1994 the dividend and bonus shares declaring rate were increasing 
but in 1995 the rate was gone down and in 1996 no declaration was happened. 
Again the declaration began from the year 1997 and 1998 and the rate was very 
high than the other years btrt m 1999 the ratB was samB as 1998 and m 2000 no 
declaration was made, That's why ion the figure it can find that the curve goes 
up't/anj and gap in three year where there was no dedarahon of dividend and 
bonus share, The curve was downward sloping in 1995 and constant in 1998 and 
1999. Fro111 the figure ~t can say thatirl the future period tht: dividend an{j bonus 
share will be increased. 
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Total Assets of The Bank From The Year 1990 To 2000: 
(Figure in million Tk) 

Year Total Assets 

1990 7509.71 
1991 9301.48 
1992 10950.5 
1993 13059.08 
1994 14352.8 
1995 15474.07 
1996 17155.1 
1997 17648.12 
1998 19214.85 
1999 19967.57 
2000 20632.89 

1999 

The total asset of the bank was increased each year at a constant rate to other 
years and so the curve is upward sloping at a same rate from one year to 
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another year. But in the curve in one year the increment rate was very little that's 
why the curve was little downward sloping and again it was upward sloping. So 
from the figure it can conclude that the rate will be increased at the future time. 

Fixed Assets From The Year 1990 To 2000: (Figure in million TIc) 

Year Fixed Assets 

1990 108.89 
1991 134.98 
1992 155.2 
1993 177.82 
1994 195.62 
1995 212.08 
1996 251 .51 
1997 252.15 
1998 238.86 
1999 282.06 
2000 316.04 
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The amount of fixed asset of the Bank was increased at the constant rate from 
the year 1990 to 1995. In 1996 the rate was extended more than the other years 
and so the curve was gone more upward, in 1997 the rate was increased at a 
very little amount and in 1998 the rate was fallen than the year 1996 and 1997. 
So the curve was gone down and the again the rate was increased at a higher 
rate than the other years, for that reason the curve was gone upward sloping in 
1999 and 2000 than the other years. And from this it can understand that the 
amount of fixed asset will be in the prospective position. 
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2.3. Ratio Ana/}!,sis: 

A. ProfitabiHty Ratto: 

i} Profit margin on deposit;: Net Income { Net Profit After Tax) 
Deposit 

Profit Margin On Deposit From 1990 To 2000: 

Year I Profit Margin On ~~POSit 1 
j .- .t·.:~~ -:"\'; ."" 

1990 ~ 'W i' ~;-" 0.32 {) :;,,\P' ":;1 .-1 
" 

11991 ! 0:60% " 
I 
! 
I 
j 

1992 0.91% 
1993 ' ' 0.10% ~!A 

:.,~~ 

1994 " 0 .29% 
~,.,.. 

~...;:: 

1995 0.31%"'''' , , ~> 

1996 0.44Q/!) . 
1997 0.80% 
1998 0.84% 
1999 0.87% 
2000 1.14% 

The profit margin on deposit of WIC Bank in 1990 was very low, then in 1991 and 
1992 the rate was increased at a very high amount than 1990 so the curve was 
gene upward. Then the rete was gone {jown at e huge difference in the year 
1993 and again it went up at a very tittle rate from the year 1994 to 1996 than the 
prevK;usyear. But the Ct."'fV€:W8S gone up at a krNer rate. And again the rate was 
increased at higher rate in 1997 then the curve was gone upward at a big 
d~fference . Then up to year 2000 the rate was increased but not a very large 
quantity. 

So, at last it can measure two fluctuation made in two years and then the rate 
was it.creeSed smoothly anon is prediCted that the pOsition wHi be :goOd fOr the 
future, because the fluctuation vias made previous year not lately so the future 
wit! be bright 
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ii) Return on total Asset (ROA) = Net Income 
Total Asset 

Return On Total (ROA ) Asset From 1999 To 2000: 

Year Return On Total Asset 

1990 0.28% 
1991 0.53% 
1992 0.79% 
1993 0.09% 
1994 0.25% 
1995 0.27% 
1996 0.38% 
1997 0.71% 
1998 0.73% 
1999 0.75% 
2000 0.77% 
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The ROA is .shown in the figure and it is found that from 1990 to 1997 there were 
very large fluctuation was made. In 1990 to 1992 there was a huge increment 
rate and again in 1993 the huge rate of decrease was happened and again the 
rate was increased up to 1996 and then in 1997 there was another huge change 
was made by increasing the rate at a large amount. Then the rate was increased 
at a lower rate up to 2000. So the curve is gone upward slope. From this it can 
say that the future curve will be gone higher. 

iii) Return on Common Stock Equity (ROE) 

= Net Income Available to Common Stockholder 
Common Equity 
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Return On Common Stock Equity (ROE) FroJ;n 1990 To 2000: 

Year Return On Equity 

1990 7.56% 
1991 15.94% 
1992 22.08% 
1993 2.89% 
1994 8.26% 
1995 8.70% 
1996 11.89% 
1997 18.48% 
1998 17.29% 
1999 15.59% 
2000 14.21% 

The Return On Equity (ROE) is shown in the figure from the year 1990 to 2000. 

1900 1991 1992 
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From where it can be found that there are many fluctuations in the rate in 
increment and decline. At the year 1990 to 1992 the rate was increased and in 
1993 the rate was declined and again increased and it as continued up to year 
1997. And again from 1998 to 2000 the rate was fallen down so the curve was 
gone downward. ' 

B. Debt Management Ratio: 

i) Debt Ratio = Total Debt 
Total Asset 

Debt Management Ratio From 1995 To 2000: 

Year Debt Management Ratio 

1995 89.24% 
1996 91.14% 
1997 90.11% 
1998 89.67% 
1999 88.53% 
2000 86.96% 

Debt Management Ratio 
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The Debt management Ratio from the year 1995 to 2000 ~was downward 
slopping. But in 1995 to 1997 the rate was increased at a 'very little amount. Then 
the rate was declined and it was continued up to 2000. So the curve is downward 
slopping if the graph. 

ii) Time Interest Earn 

= Earning Before Interest and Tax (Profit Before Tax) 
Interest Charges (Interest Paid on Deposit, Borrowings etc.) 

Time Interest Earn From The Year 1995 To 2000: 

Year Time Interest Earn 

1995 10.57% 
1996 15.14% 
1997 24.35% 
1998 23.31% 
1999 21.77% 
2000 21.17% 

Time Interest Earn 

30.00% 
-0-- Time Interest Eam 

25'00%[==lllllIillllll![~ 20.00% 
15.00% 
10.00% 
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Year 
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The Time Interest Earn of IFIG Bank is in downward pGsition. That means from 
the year 1995 to 1998 the rate was incrBasing and among those the rate was 
increased at the year 1997 from 1996. Then the rate became go down and up to 
2000 after the year 1997 the rate was downward slopping. And from this -it is 
concluded that the rate of time interest earn wi!! be declined. 
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3. J. An Overview of Credit Financing'by JFIC Bank. 
Different Types of Credit Financing of IFIC Bank. 

Credit PoHcy of Central Bank vis .. a·vis 'ftc Bank Credit Poticy 
and Program. An Overview on Credit f.1anagement 

Before discuss on the Credit Function of the Bank, first it should be discussed to 
know and unc.erstami that - what is Bank and what are the Bank'S functions. 

Qefwition of Bank: ,, __ , '~:i'yJ:;1\ 
The word 'Bank' is extrad.eoff9m thewon;t'l;>anco' O(:'Barjque'. Banco or 
8anquB rrreans a bench. The ~ly oankers tfansacte<ft~f money lending 
activities sitting on bench8~ift a market place. AcCording to others, the word 
:8ank' is originally derNedf~f~,Ge!:fnan wor~j.!BaCk' meaning a joint stock 

~_,.~." .1 •. 'I ~ ~ .. • '." ,",' 

fund. However, the term '8ank"nati~I};i" .4~~fr6m the middle ages in 
connection with the business of money:;iendmg. 

Origlnaliy, 'Banker' or 'Bank' was defined as a person who carried on business of 
receiving money, coHecting of drafts, honoring checks drawn upon it Over the 
years the banking business has undergo many changes and now it covers a wide 
range of activRiBS. According to modem concept, banking is a business, which 
deals with borrowings, lending and remittances of funds as well as many ancillary 
businesses Connected thereto. 

Functions of Bank: 

An analysis of the definitions would reveal that a bank has three broad functions. 
These functkins wmeh be called principal funct~ns are: 

1. Accepting Deposits. 
2. Grantmg of Croots. 
3. Investment. 
Definitions, in addition to indication the principal or broad function, also indicate 
about rr.-odes of payment of deposits by a banker. 

A modem bank also does some other functions, not incorporated in the 
dBfin{tions. Thesefur.-ctm-f1S wrnch may be ceHed subSidiary functklns are as 
follows: 
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1. Providing remittance facilities. 
2. Executing standing mstructions of customers. 
3. Providing safe deposit lockers. 
4. Undertakmg FOfelgn Exchange business includ~ng issuance of letter of 

Credit, 
5. Buying or selling of securities, collecting interest/dividend on securities/shares 

etc. 
6. Collecting bills/checks, and 
7. Any otr.-er service given by a modem banker. 

Credit Functions of the Bank: 
\.: .':, ... ~, 

" .... ' '-"'-,:-:'.".- :"'" 

Commercia! Banks while executingtheirfuncti¢ms extends credits to prospective 
business enterprises as wel!,e$;i~div{dua!S out Of it$~sit receipt from diverse 
sources keeping a percentage/of dispersion over the ~~t. of,deposit. 

~ '~i ~~~~ r] /~l ' ,\ , .. ,.;.- ··>~:(:~~.:./.~;~i~-
Acceptance of deposfls .~f v~ tYpe fQr 100 pur w"",~,)rLending or investment. 

'ri~~~~~1it~ry" .'., . _ ,1,? 
';- Broadly, credit is financ~fmaQe:availableby .. ohe party (lender, seller, etc.) to 

another party. ·'~'~~:iti~~~:i;:~;ir.~\}·::;Y~"· 

r Bank credit is one form of credit. 

r The crtief function of creO~t is t{) relax the constraint on balanced budget. tt is 
through this chief function the flnancial system Is able to promote savings, 
investment, better allocation of resources, and gro;r.,111 of the economy. 

,. Commercial banks and financial institutions intermediate between lenders 
and borfO\A.JefS. These ftnaooat intermediaries creat-e -de~tts, which can be 
gooo alternatives to currency as means of payments. They use the funds 
generatec! from deposits to make loans to households, 'firms and busin€ss 
through financial intermediation. 

~ F~rtancia'l tntermadtation tS transfer of fUnds from lenders to borrowers through 
financial institution. 

T Financial Intermediation can aid in the allocation of credit and there by helps 
improve the economy's performance . 

.,. An effective financial system (consisting of financial markets, financial assets 
andf.'i1andal intermediaries) facilities capitalfonnation ?f'OCeSS by efficiently 
directing the flow of funds from tenders to borrowers. 



Credit Po licy of Bangladesh Bank: 

Bangladesh Bank as the C~ntral Bank, which is the proper mont tory policy of the 
country. is entrusted with maintaining price stability of the country pursuing. In 
the country monitory policy vis-a-vis regulating money supply of the economy lS 
pursued through open market operation viz. purchase and sale of Bills and 
Securities and movements of Bank rate of Bangladesh Bank. 

In the country money supply can be supervised through expansion and reduction 
of credit thfOt!gh commercial bankffig operation. Economic development of a 
country largely depends on expansion of Industrial Sector and growth of export, 
which in turn d-epend mostty on credit expansion. Since expansion of credit 
increases money supply Sangladesh Bank hasto pursue and optional credit flow 
in Ofeer to keep tM inflation withtntiesiredfangeto-ensUf~ price stability vis-a-
vis economic growth of the Cqunttj/ '<'" <' :;. ' ,:::::,:);:, ,~;. ' 

'. '/i~~iE:~t" " : ;":i~:;<';";;';j';,;. 
At present Bangladesh Bank:,tS pursuing a ~y of model1i!e~dft expansion. 
Following this policy. emphasis 1~lve~;~o a~sjJre f1owqt~rt to private sector 
stnce GOB has adapted a ~9,t~port led gro;titl:l~gh private sector. Wrth 
globalization. Bangladesh Bant(.hl:\sWith(jrawn att.irit¢rest band on deposit and . 

-' ,,. ' .~~ " •• ' .' (' " . , . ! 

has given complete freedom to bar1ks~, settheir&!io interest on tenffing. To 
ensure smooth credit flow Bangladesh Ba'nKpUtS emphasis on stability of 
financial sector. 

On the contrary. Bangladesh Bank monitors ITS credit policy through prologue of 
restrictr·;e rules and regulations etc. Enactment of Bank Company Act, phase
wise program for classification of loans and advances and provisioning thereof, 
exercising Lending Risk Anatysis (LRA) large loan monltoring cell and Credit 
Information Bureau (CIS) are the tools to controls credit policy. All these help 
Bangladesh Bank to supervise its credit pclk:y, 'Nhich in turn help them to 
strengthen finanCial sector discipline as a whole. 

Credit Policv of IRe Bank: 

As one of the leading Private Commercial Bank, IFIC Sank has been playing a 
vita! ru~ and regulations in the o~aH economic oovetopment of the country. 
The general credit pollcy of the Bank is to help sustaining economic growth of the 
country in pursuance to Government policy, Banking Company Act and 
guidelines issued from Bangladesh Bank from time to time. The credit portfolio of 
the Sank covers wide range of economic activities in trade, commerce, industry. 
import. export and other sectors with a view to contributing in sustainable 
economic grO¥lth and emplOyment Opportunities. 
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Since the Bank believes in sound lending, its credit pol~y is guided by principles 
of saTety, security, liquidity, profitabitrty, purpose, productivity and diversified 
credit portfolio keeping in view national objectivity. 

The mle -of tFtC Bank is to augment further the economic nevelopment of 
Bangladesh by assisting in the promotion, establishment, expansion, 
modemizaHon and effICient running of private sector industrial, agricuitural and 
commercial enterprises and encouraging the participation of private sector capita! 
in such enterprise. 

Bank extends credit to profitable enterprises and earns profit. They also pay 
taxes, btli!d reserves and pay divigend,.toothe shareholders. 

~. ' .. ,,)~" ~rt~~~~~'i\." .. 
The General Credit eoJiey Of The Bafl1(Ctnt!f§ On The 
Following Principles:;." 

~ -:,' ,;:: - '~- '. "?;~~~~"" 
Principles . 0 f Lend;AA:f~'~' 

e:,.;~, 

,-_. ~: - ,"_ .. };: ~-, :-" ,,.f;':' . . :P" 

Bank makes Sound Lending in accOfdance owlth the principles of safety, security, 
Hquk:lity, purpose, profitabiHty, uiversificatton and national interest. The funds for 
lending: 

'+ Paid up capRa! 
~ Reserves and surplus 
• DepOSit of et! types - fnred, savings, currents, cash certifiCates 
~ Borrowing from central banks 
.. 8orrm"Ving from other banks 
'9 Credit lines from financial institutions. 

Areas of Lending: 

Lending is made to different sectors giving priority to export oriented industry 
including export f.tnancing, ditrerent manufacturing and service industry (inctuding 
new and BMRE project), Industrial working capital, Import financing, Housing, 
General trade and Commerce etc. 

Tynes of Credit Policy; 

The CreGitfacilities are provided in two forms: 

1. Direct and 
2. indirect. 

39 



i 
I 

Those w/o type facH!ties are included with -

r T €rm lending, 
r Continuing credit, 
y Demand loan, 
r Packing credit, 
}- Loan general, 
y Bill purchase and discounting, 
r Letter of credit, 
r Letter of guarantee etc. 
DuratiQJJ J)f Facility;: 

. i 

X;t~t~::~~ 
Most of the credit facilities ?~,g\Ven orshortanci .medium term basis. long-term 
loans are also given butOfi'S,eteCtive basis de'~tOO:-on yiabtHty of the pro~t. 

.:....;;;.;::...s.-:;...:...::~::....::::....;:.=..-;::::..:.....:::::;,;;:.~;,;....;~:.~~-.~;;;.;~~:,;.:~~~~;.;;;:. ).~L,;.. ~ AfA~~ti~~}1;). 
'to"making advances is whether the 

That is in allowing credit facility judgment is made on the Borrower's abIlity and 
willingness to repay and the viability of the business itself. 

JlK:JgemBflt is mack=; on the basis of ffiformatkm available on the borrower and the 
business, and projections of the business. 

* Selection of Bgrrower: 

VVhile selecting Borrowers emphasis is given on their business behavior, 
previous experience credibility, managing competence, integrity and 
financial performances. 

6 Cs or credit to selection the oorfOVler: 

Different 6 Cs 

I 1 I • Character 

i 
12. Capital 
I 
i 3. Capacity 
1 4. Cash flows 
\ 5. Collateral 
1 6 I . Credit Report 

! borrower. 
i Resourcefulness of the borrower to mobilize own 
I funds for the business. 
1 Of the borrower to manage the bUSiness. 
I Generation of adequate surp!us from the bUSiness. 
\ Extra security 
I CIB report from Bangladesh Bank. 



If the money goes to the right borrower and is utmzed l~ productive purpose from 
which generation of cash surplus wm be adequate to rePay the bank;s loan then 
the advance is likely to be repaid. 

Safety of the advances is -ensured thfDt.'gh pr-e sanction appraisal of business 
risks, '.vhich could lead to the failure of the bUSiness and consequent nOn
repayment of the loan. 
Post sanction monitoring and follow up is other measures to ensure safety of 
advances. 

* . fed- #,"c'/C1'1t'·<·"'· .--. Purpose 0 re IQ,;;·;,.,!j/{;;;·,!·,;::<·. 
Jit::~~;; ·~ '·\f.". ~<·<r{~;~·:';.;t:~·;~£;:, . 

VVhHe sanctkmi~~, purpose is '~~JJ.futmost importance. 
General purRo~.f6f credit include tradeand'¢Qm01erce. project loan for 
manuf~ctUrin9)~~.ttY, v.wkiryg<:ap~tal faqlit~:~~exportl importftnancmg, 
finanCing to HO\.lSlng sector, Transport secior,<,Co!d storage, Advance to 
contractor rot "executiOn .of work or<ret 'eridC6nsumer credit etc. Bank 
discourages san'c~!jg;~g!,J()~tn !9(~rip;oductive and speculative 
purposes. Before proviclitiQ~ ~riJhe bank will ask the purpose of 
taking loan whIch IS - What ts 'theBuslness: 

Vvhat is the purpose of the credit? Does it make sense? 
What is the source of payback? 
Are the ptJrposes and pay back mgicaUy related? 

Productive purpose usually generates cash surplus cash, which could 
provide a defmtt-e source of repayment 

The Borrower will nor be in a position to repay bank;s !oanunless her 
buslness can generate enough cash surptus. That will be possible tf she 
can employ the fund in productive purpose. 

* Business Validity Analysis: 

For business validity analysis the bank has to ask some questions such 
a.s-

In vihat industry does the does the customer do business? 
What are the trends and nsksthat are common to the business? 
HO'vv does these risks and trends affect the purpose of the and payback? 
What strategy is the company pursuing? 
\Nhat is the competitive position of the company? 
\!v'hat must the borrovlef 00 to be successful and repay the loan? 

Develop financial statement expectations 
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W~at do the financial statements show about th~ borrower's 
management? 
What strengths and weakness are there? 

=* Proiections: 

The bank has also project about their borrower and for that there are also 
different types -of ·questions are asked: 

\Nhen the business will have ~nough cash to repay the loan? 
Hcvv pr-eOtctable 1S operating <:aSp -flows? . 
\Nhat risks have slgnlflcant.tmpacf on "repayment? 
\J\)hat early waming .~ shOuld be watched? ::,.,/.~ < .. ,_ 

Lending Process: ~_}f",;;~.~.~.. . ~ t; ~"""~"f!1."_""~';'.("~'~"'I:':'~i:~ .•.. ~.J.~.:.~~V)jJ 
~, A·\:~.~;:"~r~1'~Jj~.-~r;~ ,.."~.~ _.~ ~~.~> 

There are different procedures, aie~Consider«.l e"y'the Bank for lending to the 
...l "IVC>.fCn. hr,rro'Hers Those proc,,~~~. ~~. " .. '<:~' U _.o;y~ ..... UI' IV . • ~\.ilv~ .. ~~:-· !:., t;..,}~ 

, ....... )~ .... , . .... .. ~ .. 

--7 Types of borrowers 
----7 Types of advances 
----1 Risks 
----1 Price 
--7 Security 
-'> Monitoring and fuOOv, up 
--7 Legai resource 
----7 Credit Policy 
----1 Credit restrictions. 

Cash Rows; 

The borrower must be in a position to repay within a reasonable time - On 
demand -or as per arrangement. The sources -of repayment must be defInite. The 
business or the project for which advances are extended must be self-liquidating 
to ensure repayment 

Security: 

VVhile providing loan Within its credit folio, the Bank accepts security of adequate 
value acceptable to the Bank. That means for advances, purpose is important 
which should be productive to ensure repayment Borrower's managerial 
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capacity is also important. But eveh than security is necessary to ensure safety
to provKlB against such contingencies such as unexpected changes in 
circumstances, which may affect safety and liquidity of the advance. The value of 
the security offered as mortgage is assessed by Bank's enhsted surveyor-in 
addition assessment made by the Branch Manager. 

* Strategic Plan: 

In order to increase its credit portfolio, the Bank has taken the following 
strategic plan: -

1. To increase its quantum of medium and long term loan on export oriented 

projects. ."".~~Mf~~~iifi~~~2~~:}{~:j:~'.'._ <:: •••. 

2. To "increase its working.;cwitallendingCPf:ratipnas a policy of providing a 
balanced packege'-O!Seriiiceto client~ '''<';; fj.·:;;::;"'~: ~~;:. 

. .1" ~::'~'j'. ;.'-~>: _ . '.' v . . ~j~'.~·;F·.~~(~\i 
3. To provide short ~erm98pitalto trodfng enterpri~s incruding those 

engaged in {j-DvetrJment,const!Hclkm W{)rk. ;:,.;,.~~:-' 

4. To in ere a se VOIU:;i~'f~ '~l(CI]~;~~~;:ess with special emphasiS 
on ;1YJJV)rt' and' f::>vr.r.rf ", •• ~ ;/S.%4;{,,?#,;!" 

1, J ';-; ....., vA}JVl1... ' 7j.$.{i.&::t' 

5. To provide finance to agn"cuftura[ sector and housing sector. 

6. To increase non-funded busineSS activity as pOtential source ofeaming. 

7. To participate in loan syndication sponsored by other banks. 

* Credit Management: 

\j\Jith a view to keeping Credit operation sound and regular and to ensure 
credit discipline ffi the Bank, a new t!epartment namely J Credit 
Administration Department .1 was set up in July 1996 with the following 
functions: -

a. Formulation of policies/guidelines for effective administration of credtt 
(except lmporfJExport Credit). 

b. Supervision, follow up and control of domestic advances/guarantees 
through periocHcal returns and statements. 



c. Ensure compliance of Head 'Office Inspection/Auclit irregularities by the 
Branch in respect of documentation and operation. 

d. Ensure submission of compliance of Bangladesh Bank Comprehensive 
tnspection Reports by the Branches and coordination with Bank's 
Examiners DivisiOn in submitting compliance report to Bangladesh Bank. 

e. Devise management information system for effective reporting by the 
branches. 

f. Provide guidelines to branches for monitoring credit efficiently and 
assisting the Branch in formulating its policy. 

g. Supervising the branches to ensure effective administration of Credit 
Portfotio. 

h. Review performance of the branch in administering their credit portfolio 
and taking uptheissoo\'Vlth ' ad,Qif,tCe Management 

,!/tfi/ . ~Zjf::::'~~::{",:"" 
I. Taking up important !S~G~:,w\th th~:Hlm~, ~l)(tthe management as 

deemed necesS~Gi~~~?";1 " ,~,;i("~f2}~;~:lj} 

Diversification. "". ::., """,dtirJ~j;f:f"" 
Don't put all your eggs in on€b . etd\n e!ementof risk ts always present in an 

...... >;:.{;.~ .... ' ~: .:(;, :"P-,'. ~ _:.;. '- • -_.:?" 

advance however secure rt might a~at:;iQWersifying of risk to a large number of 
borrowers and different busin~ss is a means of reducing risks. In fact the entire 
Banking bustness is one of teking calCulated riSks and a successft.>4 banker is an 
expert in assessing such risks. Large number of borrowers, many types of 
busmess, -different types -of securit~ rea'uce tending risks t~ some extent 

Principles of lending are embodied in Bank's Credit Policies. These with others 
measures (st..'Ch as analytical skttls of credit offiCerS, monitoring and follow up, 
audit and inspection etc.) ensure quality of advances. To ensure quality of loans, 
credit policies and guideltnes must be followed mebculously. flexibiltty should not 
be used as excuSe for disregarding or ignoring them. It should be remembered 
that d!versiflCation of advances and varyffig periods of repayments may take 
some care of the liquidity, and security may be aninsuranc:e-for the advances but 
quality of loans is the smgle trtOst important factor that can enSUtelOOgterm 
survival and growth of th~ bank. As such Cr~dit Quality must always ta,ke 
precedence over exploftatkm of business opportunities. An oki saying tn banking 
is that quality of credtt officers ensures quality of advances. 

Credit Officers shOuld have adequate understandfng -of following relating to 
credit: 

&. Bank's Credit Policy 
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~ Business 
~ Domestic and Global Economic Trends 
~ Borrowers 
~ Tools and Techniques of Credit Risk Analysis 
~ legal matters reffited of lending. 

The credit/loans/advances so extended by the Bank can be categorized as 
under: -

Types of Loans and Advances: 

There are two different types -of loans and Advances. Those are: 

A. Secured Advances. 

B. Unsecured AdV8~:~~~~~:~~~~;~~.~ ,iJ;"" 
The activities and functiQQ$'J'ifthose two types'l..Q'~n~,~nd Advances are 

explained as fOIlows" ';t"1F . ~ ;f '. """"""0 
A. Secured Advanw,,: ;~:'f2,,>, 

Meaning '''(;~~~~~ffil~ij~;;/' 
Secured loan or advance means a loan or advance made on the security of 
assets, the market Vafu'e of \-vhtch ts not at any time tess than the amount -of such 
loan or advance. 

Where the advance is secured the security can be enforced in case of default by 
the borrower; l.e. the security can be sold and adjusted agarnsttheloan account 
after giving proper notice or taking action through a court. 

Sanction 

Any branch of the Bank may give secured advances for the purposes not 
prohibited by Bangladesh Bank within the delegated powers of the Manager 
concerned or with the approval of the Head Office. 
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Forms of Secured Advances: 

1. Loans : 

Advance made in a lump sum repayable either on Toxed installment basis or in 
lump sum having no subsequent debit except by way of interest, incidenta~ 
charges, etc. is called a loan. 

After creation of loan, there wiH be only repayment by borrower. A loan, once 
repaid in full or in part, cannot be drawn again by the borrower. If the borrower 
desires further Er.£ommooaoon,it witt be treated as separate transaction. 

The '"vhole amount of loan is debITed to the consumer's name on a loan account • 
to be opened in the \edger and its paid tDthe borrower either m cash Dr by way of 
credit to his current or savings account. Interest that is charged on the whole 
amountfof the period loan is sartCtioned. 

~"t~~,, '> " . ·~(.~~~0V~~~~:,;; r,,:., 
Loans are given to par:ti~;~ . 0 have 'ftxeq:~tkce of income Of who desire to pay 
it in lump Sum. Hous.e:t)UHdIDg loan, IDan$'f6f~se ofvehideS, mputs, srnaH 
loan etc. are some 'of the exarnpleEj. 'I. ,:.:;!ct:}i'({·:'J.~ 

. 2. Security ov~4~f~3f,~L;~9)1i0:f¢;i'}W' 
Advance is the form of overdraft1satways allowed on a current account operated 
upon by cr.-ecks. The customer may be sanctioned a certain hmitwithin which, he 
can overdraw his current account within a stipulated period. Here, withdrawals or 
deposits can be made any number of times at the convenience of the borrower, 
provided that the total amount withdrawn does not, at any time, exceed the 
agreed limit. Interest is calculated and charged only on the actual debit balances 
on daily product basis. 

Balance of overdraft account may fluctuate. It may increase by withdrawals by 
the customer ar.-d may decrease If the customer makes payment into the 
account. 

Overdraft facility is generally granted to bUSinessman for expansion of their 
business. 

It a short term (1-year) but continuous loan because tt wl!l contInued afierthe 
maturity period. 



Types of Security Overdraft: 

There are blvo types of SOD: 

i) Loan wilt be given against financial obligation: 

T eking various securities will provide the loan: 

• 

• 

• 

Fixed Deposit Receipt (FOR) 
Investment Corporation of Bangladesh (leB) 
Share 
BSP 
PSP 

3. Cash Credit: (CC) 

Cash credit as a form of advl;inq3 is a separate account by itself and is 
--- ~a~ntained ji,l, a separate·ledger. tt is operated t.>pon Hke an overdraft account. 

\ .J.·he bor~ower may operate the account within stipulated limit as and when 
,required. The dra'"vings are subject to drawing power. 

Cash credit is an active and running account to which deposit and withdrawals 
may by maG"€: freqt.."ently. The debit balance of the account 00 any day can not 
exceed the agreed/sanctioned limit. 
Cash credit is generally given to traders, industrialists, and farmers for meeting 
their working capital requirements. Mainl-y for those person for providing their 
working capital that's why they can easHy cootinl.'e their functions Hke - any 
manufacturer company, if they are in the production at present that means when 
they '.vant to take loan at that the production would be running. And the Bank wiH 
take their products or any machines as security and it is act by tNO ways. Those 
are-
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·\ 
lJ Pledge: 

It is the process where the Bank will take the security under their control 
into their warehouse. If that security is product and if they want to sell 
those then they have to first take permission from the bank and can take 
from the bank's warehOuse and sell. 

ii) Hypothecation: 

The bank will be the owner of the security and those products or machine 
wiH be under control by the borrower. 

4. Inland Bills Purchased: 
_ --:.~ ~~~z~J:'·~:~~;~?/::?:St~v:-~ 

Purchasing of inland Bill of Exchang~(1;lrislOg';q~t .pf commercial transaction is 

ca!ted ~n!and bill purcha~~tff£}j'~~E~\'C~ ""<:';;(;';I~:lff'" !i\{~ 
\Nh~n the ~rawee of ~ btnf~riCtop~s ttl.~ dq~ufl1ent~ of t:~ , .... :~6 :goods (~iH of 
ladmg, Ralf.V8Y Receipt, ~nd ~J'eamer R~lpt) witf1~.~1 ·t'O be deHvered to the 
drawee Of the bill on paYrf!~~t qt. a~ainst accepta~ ·~9f .. bm, as the case may be, 
the bill is called a doclHl1entarybtlLlo .the abs~ Of such documents it is 
termed as a clean bill. ~·"~<;f.;:~i~;t~~rji;:}i~~&S~{··· 

. In case of purchase and discounting of bills, the banker credits the customer1s 
account with the amount of the bHt after deducting his charges or discount. 
Demand bills have no maturity and repayable on demand. The banker is entitled 
to G1emand their payment immediately on presentation befcr€ the drawee. This 
practice, adopted in case of demand bill. is known as purchase of the bills. In 
case of a usance bill maturing after a period of time, the banker retains the bill for 
that period and realizes the amount of the bil! from the drawee on ITS due date. 
This practiCe is caHed dlscountlng of bills. 

In case of purchase of checks, amount of the check is credited to the party's 
acc<Y._mt to the debit of bi~ls or check PtlrchaSed account and on receipt of the 
proceeds of the of the checks, after coHection, bill of check purchase account is 
liquidated. 

Sometimes banks are to purchase bill of exchange of businessmen to facilitate 
commercial transactions. Besides bills, banKS also pt..lfchase checks drawn by 
Govt, Semi-Govt. Institutions, tocal authorities, or any first class parties for 
extending accommodation to the parties reqttmngfuoos. 
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5. Advances against imporl under WES/SEM (lP L-ean): 

tmporters veri often require advances from the banks to buy required forei-gn 
exchange for starting Letter of Credit (UC) under Wage Earners' Scheme 
(S-econdary Exchange Market). This advance is called Advance Against Import 
under WES/SEM, briefly called IP Loan. 

This advance is tisuaHy extended to the importers under WES to facilitate imports 
into the country. 

6. Payment Against Document (PAD): 

The importers are to open letter of credit through any bank for importing goods. 
Most of the time, the banks are to to the importers, if 001 prohibited 
by Bangladesh Bank, for . hange. This loan, on receipt 
of shipping documents and todged 10 
PAD. 

credit is bound to ht'\-l~ .. «~ ?V'tt~""""",~~n!o4:0n~ 
presented for payment 
credit 

opening letter of 
1:r\r·H'n"'tonn bills when these are 

C!,.n....,.lu in terms of the tetter of 

The foreign correspondent, who neg the documents: debits the accounts 
of the opening bank and in f~, the amount thus stands advanced 00 behalf of 
the importer. 

The opening bank on receipt, wiB lodge the shipping documents to their book and 
wiH respond to the debit adviCe originated byforcign COfreSpOOOent to the debit 
"Payment Against Documents (PADr account or "Bill of Exchange (B/E) account" 
and present the bitl to the importer for payment/acceptance. 

7. Loan Against fmported Merchandise (UM): 

tn many cases, 8 bank has to deaf the goods imj)Orted urn:.1er tetter of credit at 
the request of the borrower. When the importer does not come froward to retire 
the <Y'veurnents in spite of repeated reminders bank has on forced circumstances, 
to clear the imported consignment on arrival of the same to avoid heavy 
dem'JITagB at the port, 'WtOCh adds to the burden of commUment. 

When the importer fails to retire the documents or requests for clearance of 
goods, the outstanding une-er PAD or B/E lS transfared to "loon Agamst 
Imported ~v'erchandise (UM) account" and, the overdue interest from the date of 
lfvCOmpanyir-;g BlH of ExChange Of negotiatiOn date to the date Of transfer to UM 
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account is charged. The advances against merchandis~ account is a loan 
account and only amounts for clearance charges, such as, custom duty, sates 
tax etc. are allmved to be debited. At the time of opening of letter of credits banks 
bi ..{: 4 h~ ' port t . ~ ped I-.;~h ; .... ~ for o .am ~rom t:;c 1m . er an ag-reemen. on s.am ~ paper WI m... prOVtUCS 

financing and, if necessary, clearance and storage of goods by debited importer's 
fY'vCOunt at their fisk arid tesponsibiiities. 

After clearance, consignments are taken deliver by the importer on full payment 
of bank's HabHfty. Normally part deWiery is not alloWed while on UM account 
\Nhen the importer in part desires the delivery, the LIM is converted into cash 
credit account retatning proper margfn and executmg char-ge Uocuments, the 
delivery is effected thereafter on obtaining pro rata payment. 

8. Trust Receipts: 
~~: - ~ ~".;: 

This is an arrangement un~ef~~~;~~i~~kt~{anowed against Trust Receipts and 
imPv"'fted or exportable gOOd$'remam in thec,.JstOdy;9t,the importer or exporter 
but he is to execute a stamped Trust Receipt in favoc<Of.#le Bank wherein a 
declaration is made thet goOds imPOrt~ or bought WiUlitk bank's 'financial 
assistance are held by him:\"n truSt fo(the bank:;·(:.:-1~~0'·'" 

. -' :-.~:.;:;~,~.:y:;'j;"~~ 

9. Export Cash Credit: 

Export cash Credits are extended to an exporter to facilitate the export of goods 
and commodrties fur wruch there is export tetter of credit {}f contract on hand. it is 
a pre-shipment and short-term credit to be liquidation out of the proceeds of 
export -documents, ... vrnch ioch ... "de negotiation or purchase of export documents. 

10. Poteign Bill Purchased: 

Purchasing of foreign bills of exchange arising out of commercial transactions is 
called fcrcign BiH Purchased. . 

B. Unsecured Advances: 

Meaning 

An unsecured or clean advance is one, which is granted to a borrower without 
obtaining any securfty from rum subject to restrictrol1 ffitposed from time to time. 
Unsecured advances may include: 

1. Ctean Overdrafts and, 
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2. Clean Loans. 

Sanction 

It may be granted subject to restrictions imposed by Bangladesh Bank or any 
other -competent authority vlith prmr approval -of Head Office to a -cL'Stomer -on the 
basis of his personal credit worthiness. 

tt wi1t not be granted untessthe sanctionfflg ~rity has -tuft -confidence in the 
abilrty of the customer to repay n on demand or at ns maturity if n is a loan. 
Oe:fume arrangements for repayments, whether by installments or otherwise, 
must as a rule be made. 
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Modes of Charging Securities Lien f. Hvpothecation I 
Pledge / Mortgage: 

Char-gw.g a security means it is avaHabJe as a cover for an advance. tt is 
expected that the Banker should lay greater emphasis to analysis the risk for 
gNtng theloaft against the security to minimize the -dependability -on security ami 
propounded Lending Risk Anatysis (LRA) for lending. However like other 
~ countries in the roth"'ttry also Banker ronsider security as an 
insurance or a cushion to fatl back upon is case of an emergency. Security is In 2 
forms from 1hB OOr¥.<ffig prnnt of 'lieN -

1. Primary Security : 

This security tangible or intangible that the Banker advance against directly are 
treated as' primary security. 

2. Collateral Security : 

The security that are obtained in additiOn to the primary security to improve the 
overall security posftion cf the advances are -catted CoUateral S'eCUrity. 

Methods of creating charge over securities depends upon follOWing points: 

1. Nature Of Account. 
ii . Nature of the Advance. 
m. Type of property to be charged. 
iv. Degree of control over debtors' property required by the Banks. 

a) Lien. 
b) Hypothecatkm. 
c) Pledge. 
d) Mortgage. 
e) Assignment etc. 

The exp!enatkms of those methods are as follows: 

a) Lien:' 

Lien is the fight of one person to retain goods and securities in his/her 
possessmn bekmging to If.lOther untH certain legal <iebts dtieto the persofl 
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i) 

ii) 

iii) 

tv) 

retaining the goods are satisfied. lien differs from other forms of charge 1n 
respect that it does not arise out of an implied or -express agreement. But 
right of lien arises out of the dealing between the parties. 

Hypothecation is a charge created on property or goods for the amount of 
rebts. The 'Owner hoWeVer retains hiSiher ownerShip end possessiOn. 

A banker should take follO\iving precaution in an advance against 
hypothecation of stocks. 

Firstly, the statement of the stock must be obtained at the time of 
eXBCt.4mn of &-~uments end to verify. 

The banker should obtain periodical statement of the stock duly signed by 
the authorized person with valuation; Thest-ock statement to be rontatned 
8 declaration by the borrower regarding cleaf title to the goods and the 
correctness c..f the -quaf.~y, quantity end vewJatioo thereof. 

The stock to be fully insured against Fire, Burglary and other risks in joint 
names w~h Bank clause . . 

In case the borrower 1S 8 company necessary charge to be registered with 
the Regis+uar at Joint Stock C~mparnes within a period cl21 -days. 

c) Pledges: 

Pledge is defined as " A bailment of goods as security for payment of debt 
or performance pr~l>. 

The usual method of obtaining a Title of goods offered as security is by 
way of Predge. Securities held to meet Pledging requirements mentioned 
earlier should be selected with other goals in mind to avoid conflicts 
among mvestment 9QE,ds. 

On the baStS of IFIC Bank anyone can take loan on the process of 
Pledge. Who is in:legal pcssessmn of the ~oods am pledge them to any 
body. The following are the partles who can legally pledge goods. 

1. The owr.~r of the goods hrmsetf. 

2. Mercantile agent who is in the possession of the goods or documents of 
the T#!eto goodS \vtth the consent Uf the <>wI'ler. 
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3. A person who has obtained possession of the goods by fraud, 
misrepresentation. roercion, or undue influence. such contract is voided at 
the option of the lawful owner. However, such person wilt create a valid 
pledge provided the following conditions are fulfilled : 

., The contract has not been rescinded before the person 
who has possession fue goods enters mtothe rontrect of 
pledge. 

.. The pledge aets in good faith without knowledge of the 
<iefect tltID of that person who takes toon by pledging 
his/her goods. This principle does not apply to a thief who 
nas 00 titre to yoods eoo -can give none. 

~"'".:,;.:'- ;'" . ",:-
o' 

Of all the method of charging a security, pledge is perhaps the most 
satisfactory. The goods under pledge being in the possession of the Bank, 
it is easy to dispose of them if necessary at short notice. However, 
foHO'NWtg precaution to be taken in an ~ance against pledge-of 
stocks/goods. 

i) The commodities to be accepted must have saleable and steady price. 
The goods shoutd not be perish~ in natur-e. 

Ii) If the seasonal commodities are taken as pledge must be liquidated with 
the dose of the seasons. 

iii) Chemicals, explosive goods, inflammable goods, otd stocks. goods the 
-pAce of whicl1 ronstarntyfructuate etc. shOukinot be accepted as secufrlY 
in pledge. 

iv) To stock to be insured against Fire, Burglary, Flood, Cyclone and to cover 
other risks. 

i) 

iii) 

Although pledge is a superior form of security it is not popular with 
Bankers. The reasons are : -

Responsibilities in law of taking care of goods lye with Banker. 

-Partk; .... fily 1t-se person Who takes adVance by -Pledgiiig. tt WOUki appears, 
consider himself absolved of the rasponsibitity of repayment of dabt to the 
-bank. 

Moreover a pledge arrangement cannot be registered with the Registrar of 
Jciftt Stock GOi'f!Pootes. 



d) Mortgage: 

As per Section No.58 of the Transfer of property Act 1882 defines that a 
mortgage is the transfer of an mta-est in specific ffilmovsb!e property for 
the purpose of securing the payment of money 8dvanced or to be 
advanced by way uf roan, existing {)t further <reb!, ur 1he petfOti'¥l6l1Ce Of 
an engagement, which may give ftSe to a pecuniary liability. 

in the mortgage, the mortgage does not become the absoMe owner {Jf ihe 
property charged to himlher'and the mortgage is entitled to have the 
rn-opet1y ~ to himlher 00 repayment clthe debt. The mortgagor 
is said to possess II The equity of redemption" and he/she cannot be 
deprived Df t-hts right -m any way. 

The mortgagor can transfer either a legal interest or an equitable interest 
in the pr-operty rrlOrt-gaged. 

EQUITABLE 
MORTGAGE 

i 
StMPLE 

LEGAL 
MORTGAGE 

MORTGAGE 

~ 
ENGUStl 

MORTGAGE 

The Banker has usually different sets of standard documents forms drafted as 
per iaw uf the -country sultahte for the advances. The relaf1Ve -documents as 
applicable to the advance arrange for by the borrower are required to be 
executed t..efore availlng of the advat¥'~. The borrower or the guarantor through 
execuoon of Demand Promissory Not 8nd delivery it to the banker accomp8nies 
throligh other OOcumems where helthey provide other securities to secure 
advance. 
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Advances Against Fixed Deposit Receipts 

1. Observation Of F1X~ Deposit Receipts: 

Scrutinize the fixed deposit receipts with regard to the foUowing pOints subject to 
credit restriction imposed from time to time by Bangladesh Bank. 

~ The Fixed Oeposit Receipt is not in the name of a minor. 

~ Tt;€! c-eprvsitc-r 00 revenue stamp of ad~u8te vallie {july discharges it and his 
signature is verified in pencil: .. 

• U the receipt is tssued -in joint names, it will be dischargOO by an the 
depositors named in the receipt on revenue stamp of adequate value. Their 
S~"1atures are to be verified. ", 

• If the Fixed Deposit Receipt is offered as a security for allowing advance, a 
tetter of iten wiH be OOta~.f:rom the uepoS?tbfS, 00 ·the appropriate from. 

• If the same branch has issued the Deposit ReceIpt, \len against that specffic 
Oeposrt Receipt ts marked in the fixed Deposit Register cl the branch. 

• As far as possible advances against Fixed Deposit Receipts of other 
brartv'"'t~ of the Bartk shbukJ be avoided. However, where Such advances ate 
made, the branch where the advance is being allowed win obtain under joint 
signature of two ufficerS of the issuing branch, a comtrmaoon that their lien 
has been duly registered with them. At the issuing branch the lien noted in the 
Fixed Deposit Register shoufdform a part ufthe cther ootstanding 
instructions in respect of the deposit noted therein. These instructions must 
be canied froward under the initials of an officer when a new register is 
opened at the branch. The branch where the advance is to be allowed wiU 
direct!y obtam 1he verification of the discharge or the hOkIer of the deposit 
receipt and also of the signature on the tetter of Hen from issuing branch. The 
tY"vrrtf • ...er will not be eHowed uttC-ef eny drcumstai'lCe$ to heve sUCh 
verification done on his own. 

• The discharged receipt, the tetter of 001'1 duly verif~ by the ~ssumg branch 
and the tetter confirming registratiOn of the Hen on the Deposit Receipt win be 
kept ffiong with other documa1ts for the relative advance, duty entered in the 
Safe-in-Register. 

• Uen on the partial amount on Ftxed Deposit wiH not be accepted. 

• Thelten of t~tB Bank to be mar'{(ed in red ffik 00 100 Deposit Receipt agm'llst 
which advance has been aHowed. On adjustment of the advance, lien will be 



released under signature of two officers on the bad~ofthe Fixed Deposit 
R€Cei-pt. 

• An undertaking from the borrower or third party (if the deposit is in the name 
of a third party) for encashmeht of too FOR and appropriation of the proceeds 
thereof without reference to them must be obtained. 

• An undertaking fmm the borrct#erlthir-d party {ff the ~ttisin the name ~f a 
third party) for renewal of the Fixed Deposits without reference to them must 
be obtamed. 

2. Charge Documents: 

After full satisfaction on the above-referred points, obtain the following charge 
documents {idly stamped and 84·to-# the advance: 

• Demand Promissory Note. 

• Letter of Lien (First party of the Third party, as the case mat be) 

.. tetter -ofcontinurty for ~verUraft. 

• Letter of disbursement for loan. 

.. Letter 0 mstallmentfor loan. 

.. Letter of Arrangement. 

• Letter of partnership along with Registered Partnership Deed in case of 
p&.'inersnip accoont. 

~ Resolution along with Memorandum and Articles of Association in case prior 
clearance trDffi the Bank before oodaring any interim Qf fmm dividend. 
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Advances Against Pratirakhya Sanehava Patraya I 
Bangladesh Sanchava Patrava IICS Unit Certificate 

1. Ensure The FoHowffig: 

While allowing advance against Pratirakhya Sanchaya Patraya (PSP). 
Beng~aoesh Saocnaya PBtrnya {SSP) ensure ·the fuUowing, subject to crernt 
restrictions imposed from time to time by Bangladesh Bank... 

11 The PSPs I BSPs are signed by the holder ontheb~ck thereof. in accordance 
with the stgnatureappearing·oo the 'identify Slip'>. tn''C8Senf jointhclders 
ensure that all the hOkiersas per instructions contained for encashment duty 
sign certifiCates. . 

• The certificates do not stand in the name of minors. 

• The'~ntlfy S#p' contafnffig the spf:clmensignature oHhe hoiders, is Olo'i\t 
demonstrated by the issuing authority under the signature and the stamp' 
sea! of the lssuIDg Officers. 

~ The 'Identify Slip' is surrendered to the office of issue for transfer of the 
cerfkates 10 the ~ Bank. 

• PSPs I 8SPs must be pledged and transferred in the name of the Bank. 

2. Procedufl: ~or Tmnsfur I Ptedge Of PSP I SSP To Bank: 

Where the pledger is already in possession of the certificates. The following 
points are endosedforthis: 

• A written Buthority to pledge the certificate with the Bank 8S security against 
borrowtn-~s must be issued to the ~-ee by the {)fflce of tsst.te. 

• The pledge must present at the office of issue, the Bank or the Post Office, as 
the case may be the prescribed futm fur transrerepplytng for transfer of 
Certiflcates to the pledgee Bank. The authority letter referred to above must 
be attached and the catmcates be present~ at the same time and yet the 
certificate4s transferred in favor of BanI<. 



. Charge Documents: 

" IIG'N the advance after obtaining the following documents duly stamped: 

• Bangladesh Sanchaya Patraya I Pratirakhaya Sanchaya Patraya duly 
discharged . 

• Letter of lien . or 

• Letter of lien, in case of advance aHowed to a third party. 

• Letter of Partnershtp aIDng wffh fBgtstered partoorshtp deed. 

11 Resolution along with Memorandum and Artides of Association in case of 
a"..,cQi ... mts of Lknlted COmpany end in case of~, rescltitkm of the 
80ard along with charter. . . 

• Letter of AtJthority for 'encashrrn!nt -of C-ertiflC8t~ -on prescribed form, 
introDuced by Postal Authorities. 

• Transfer Form. 

11 Identify Slip issued by the officer of issue. 
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Advance (Loans And Overdrafts) Against Shares 

1.. Advance Aga-inst Approved Shs1'eS: 

• Advance may be allowed against shares of various. Companies approved by 
Head Office from time t{) time quoted -in the Stock exChange, Stock brokers or 
to parties as may be permitted by Bangladesh Bank from time to time, subject 
t{) fOOfgfft stfpuiated by Bangladesh Bank. 

• A list of shares approved for this purpose circulated by Head Office from time 
to twne. 

2. Survey Of Shares: 

Before allowing ti,e advance, obtain delivery ofthe shares and their Transfer 
Deed forms and thoroughly scrutinize them with regard to the foHowing: 

• They are original share scripts and bear the seal of the company. 

• The shffiesere fuUypffid up. 00 n<>t ffikrrl advance againSt pert~y paid up 
shares, unless approved by the Head OffiCe. . 

'" The shar~ tendered as security for advance are registeredm the name -of 
the borrower, except where a reputable party with a good standing with the 
~rk c.esires to taka advance against shares ~1th blank T mnsfer Deeds 
wrrhcut the shares having been transferred to his name. 

'" The shares are accompanied with blank T rooster Deed Uufy signed by the 
person in whose share stands and witnessed by somebody who is easily 
tmceabte. 

• The company concerned under lts stamp verifies the transferor's signature on 
too Transfer Deed. 

• The Transfer Deeds are undated. 

• The Transfer Deeds, 85 far as posstbre, are in marketabte tots, determined by 
the Stock Exchange. 

4 A fresh set of Transfer Deeds signad by the borrower, and witnessed by 
somebOOy who is eesny treceOOle is obtained and retamed wit-h ·ttre bre1iCh fur 

. all. Such shares, which are to be sent to various companies for registration In 
his/her narne, befnrB the closure of then- books,lf so, requested by hfmIher. 



• These shares are lodged with the companies conee}ned for registration with 
thetr Original T rensfer Deeds, <!uly completed in eU tespectS, under 8 -covering 
!€tter from the branch, requesting them to return the shares to the branch, as 
the Bank has its flen on them. The Transfer Deeds attached with the shares 
are completed and signed by-the borrower as transferee. before these are 
~spatched to the companies. 

• A receipt is obtained from the companies and retained with branch, duly 
rnSCh'6fgeO by the shatehcldef, for exchange With the share~, when 
ready for delivery. 

• The borrower's Signatures on the fresh set of Transfer Deeds are verified by 
#-,e c~.mrnes c<mcemed and -retaffied wtth branch arong With their 
respective share certiflCata when received back from them after registration. 

• The branch shoutd -obtain a tetter -of f.enfr-om the borrower in respect -of atl 
shares which stand in his/her name. or which have been sent to the various 
companies for registration. ~ htslher name. 

• Where advance has,been anowed to the borroWeFatti).especiftc request of a 
third part egamst shares owned by them the tetter <Sf fiett wm be Obtamedfrom 
third party and not from tha borrower: "? > ' c,> ~ 

• -, ',f 

• The branch witt not ~Jiy 1$00 to transferring the shares f"-egistered in the 
name of the borrower or any third party. in H:s own name. 

"'_ I ~; 

• m the event of trensfening the shares in -the name of the Bank with -the 
approval of Head Office, branches will take special notice of any declaration 
o."-f-.dends, Bonus Shares or t:ift1J Offer of Right Shaf"es made by the 
companies concerned. They wit! also ensure that all such Dividends and 
-Bonus Shares are duty received by 1hem. 

• The dividend is credited to the acccunt of the borrowers and the bOnus 
shares are kept akmg with other shares of the borrowers. 

• In case of an offer of Right Shares, branches will send an intimation to the 
borroWers concerned mqt.4rmg from ihem if they ¥iete interested to acquire 
them for the value mentioned on the tetter of Right which should immediately 
be deposited by them with the Bank. 

• If the borrowers do not deposit the money from their own resources or make 
fH";y ruternat-e afrangeffiet"1t to that behatf, the letter of rights may be 
renounced with the permlssion of the Head Office and the sale proceeds 
shoutd be credR€Ci 10 the borrower's account under intimation 10 nimlher. 
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3. Calculation Of Drawing Power: 

if the Branch Manager is satisfied with the security -offereQ,helshe will catcutat-e 
-the drawing power of the borrower on the basis of paid up value and market 
value whichever is tower keeping prescribed mar-gin and also -complying atl-other 
instructions in this respect. 

4. Restrictions: 

According to the provision of section 23(2) of Banking Companies Ordinance as 
adopted in Bangladesh, nobankiAg company will hoki shares in any company 
whether as ptedgee, m'Ortgagee 'Or absolute owner 'Of an am'Ount exceeding thirty 
percem of #5 UW1'1 paid up share ~tal and reserves, wh1Chevef 1$ tess. 
Branches while entertaining any application shoukl not commit to make any 
advance against shares vmhot.i setting a clearance from the -Head Offrce, where 
a record is maintained of the totel holdIng of different shares of the Company 
held by the Bank as ptedgee. 

5. Charge Documents: 

Allow the advance on obtaining the following charge documents duly .stamped: 

• Demand PromissoryNota. :~, .... : 

• Letter of Lien against shares and securities for first party or third party as the 
casemeybe. 

• Letter of Arrangement. 

• Letter of Partnership a\ong with Registered Partnership Deed in case 'Of 
Partnership ACCOUnts. 

•. Resolution along with Memorandum and Articles of Association in case of 
acco'urns of limit-ed Company and in ~-e of CurporaOOns, reso1utron uf the 
Board along with Charter. 

• -LettBf of O-rmershtp. 

• Blank Transfer Deeds duty verified. 

co Personai Guararttee uf mrec-tors {excepting nommated ~rectors by 
GDvt.lCorporatlons) in case of limited companies. 

• Fc-r Loans: letter of Disbursements. 
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• For Overdrafts: Letter of Continuity_ 

• An undertaking from the Dfrectors {)f ihe Hmtted Cmnpany 10 {)btam prior 
clearance from the Bank before declaring any interimffinal dividend. ' 

t). Review Of Aovanee: 

• Branch Manager wlll conduct a constant review of advances against shares 
end exe-tdse vigilance over: 

# Market rates of shares pledged. 

:# Their marketability 

# ' Dividend/BonusIRight Shares declared from time to time. 

• Review wm not be required in case of advanees allowed to recognized share 
brokers against the pledge of shares. 

• Stfttebre steps to saregSEitd the Bank's mrerest may be necessary after review 
and the borrower may be required to: ,," 

#: Repay certain amount. 

# Deposit more shares as security. 

# Pass on the dNidertds/bonus shares/rights shafesto the 
Bank. 

• These should be got transferred in the name of the Bank before closure of the 
books c.f the companres e<:>ncemed so that the BOOK ~ receives 
such entitlements, 

c An undertaking should be obtained from the borrower where there is 
sighWtCam secuntythat the benefit as and Whe'n rece1Ved by them Wfil be 
passed on to the Bank for credit of or as security ' against the advances. 

'<a This undertaking shautd be foHovted up to ensure that the benefits are 
depoSited within reasonable time_ 
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Advances (Loans/ODICe) Against P.ledge Of Goods! 
Stocks 

While allowing an advance against pledge of goodS/stocks, take the following 
poflits mto ronstdereoon subject to restriCtions ffnpOSed from 1ime 10 time ~ 

• The quantity and the quality of the gOOds are ascertained. 

.. The goods are read¥.y srueable end have a constant and effective demantJ -in 
the market. 

• Goods are not perishable as a result of storage for long or short duration. 
-{,,/:--<' - '. " '>';'·'::·Y': ·;. ·.~ 

.,.4n case of ~ Q"~:ihe security ~:~ . tnet,Ctlll"e1M season, and 
the advance is adjustable before the end of the QfiIOQQl"\n 

~f~_ 'Y.;: 

f~, 1)~ 

• Goods are stor-ed me p8(~ 
also to guard them :!:1"'~::iin1:!" 

.. The goods are not already encumbered and pledged with some one else. 

• Goods are stored in the warehouse in the presence of a responsible officer of 
the Bank. 

2. Valuation Of Security I Insurance I Warehouse I Stock report: 

• The selhng price of the goods offered as security is to be ascertained from the 
market. 

.. The goods are to be insured against aHrisks and Warehouse Keeper and 
Guards are to be posted 10 the ~e as per rules of the Bank. 

• Name plate of the Bank is to be displayed inside the warehouse and atso at a 
conspiCuOus ptece outside the wereftOuSe. 



• The stock report is to be obtained duly signed by t~bofrower, indicating the 
gOOOsitem by item. Theft quantity, rete and value ere to be {july rer1ifred by 
the Warehouse Keeper. 

~ Stock must be inspected regularly by authorized Sank representative. 

• Stock cards indicating the quantity of stocks in the warehouse, their value and 
f~, are also to be placed mside the warehouse, at a prom1nertt place. In 
large warehouses with a number of stacks, separate cards for each stock are 
to be made and a summary of the emus is t{) be displayed ate prominent 
place. 

• The locks of thB warehousB arB to be seated and keys are to be deposited in 
the Bmncn. 

3. Charge Documents: 

After carrying out the above measures, allow the advance on obtaining the 
following charge documents: 

• Demand Promissory Note. 

• letter -of P\edge. 

.. Letter of Arrangement. 

• LettBf of Gontinth~ for Cash Credit {CC) and OVerdraft. 

• Letter of Partnership along with Registered Partnership Deed in case of 
Partnership Accounts. 

• Resolution along with Memorandum and ArtiCles of Association in case of 
accounts -of limit-ed Company and lTl case of Corporation, resolution of the 
Board along with Charter. 

• PerSOnal Guarantee uf the Direct-bfS m case cl PubfiC I Private limited 
Companies. 

• lettBr of Disclaimer. 

• Stock Report. 
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4. Delivery Of Goods: 

(i Goods will have to be delivered to the parties against delivery orders, signed 
by 1wo officers of the Branch, one of whom must be Manager I Officer--in
Charge, Advance Department 

• Before signing the OOHvery orders, the slgnature Of the customers should 
lnvariably be verified on the application form. 

• Sflnflarty after having delivered the stock, obtain the signature of the persons 
taking delivery of the goods on the back of the delivery orders. 

• White s~ng the detiveJy orders ensure that the customer has made 
adequate payment to the Bank for the gooos delivered to him I her. 



Advance Against Hypothecation Of-Goods I Stocks 

For givtng the advance against Hypothecatkm of goods Of stocks different 
conditions will need to be fulfilled. 

Keep the following in view, when allowing advance against Hypothecation of 
stoCks I gOOds subject to ~trietions imposed from time 10 time: 

• The facility is aHowed only to the trustworthy and prudent customer. 
"~'-" 

• The goods are roadily sateabfe, having a constant and effectNe demand m 
the market. -- -;~::-~:f~l'~t.J 

• GOOds are not subject to rapid deterioration due tost.orege for the short or 
long period of time. . 

• The borrower has an absotutetitle to goods~ 

.. The secunty is not encumbered, and IOf hypothecation teeny other -Bank. 

• The prices of the goods are steady. 

• The goods are msured against all risks and the msurance poficy bears "Bank 
Mortgage Clausen. 

• Stock report duly Signed by the bOrrower is to be obtained at least once in a 
fortnight but whOO releasing funds, up-:to..date position of sto9ck 'Should be 
obtained. In the event of default, the Bank would be free to stop further 
drawings. 

• Stock must be inspected regularly by authorized Bank representative. 

• A separate stock statement as 00 ~ast -day -of the year -duly -certified by the 
external auditors of the company must be obtained in case of limited 
company. 

2. Charge Oocum~nts: 

Allow the advance after obtaining the following charge documents duty stamped: 
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• Demand Promissory Note. 

• letter -of Hypothecation. 

• Letter of Arrangement. 

• Letter of Partnership along with Registered Partnership Deed in case of 
Partnersntp Accounts. 

• Resolution along with Memorandum and Articles of Association in case of 
accounts of limited Company. 

• In case of corporations, resolution of the bo~rd along with Charter. 

• Letter of Guarantee. {Signed by1ne partners and 19r~s Qfthe 
company in their individual capacity, except Directors-nominated by Govt. f 
Corporation. ) . -. J<~-" . --, -

.. Letter of-disclaimer. 

• St-ock report_ 

3. Registration Of Charge: 

In case of limited companies where the case credit facilities are allowed against 
hypothecatkm of stock, the fol!owing procedure is to be adopted for --getting the 
ilrst charge favoring Bank registered with the Registrar of Joint Stock Companies 
as per Comparnes Acts are: 

• Submit Form xviiI duly filled in and signed (by the borrower) along with letter 
-of Hypothecation_ 

• This must be submitted wlthin 21 days of the execution of the letter of 
Hypothecation. 

-0 The registrar on receiving the above documents will issue uCertificate of 
Registratkm Of Mortgage." 

4. Withdrawal Of Charge: 

• Withdraw the Bank Charge after the advance is adjusted and the limit is 
canceHed. 



-; Submit Form xxviii along with the prescribed fee bef9re the Registrar, v.mo will 
iSsue -a tertfflCete to the effect fuet B-enk's -charge flfiS been ~. 
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Advances Against Mortgage Of Immovable Property 

1. Meaning Of Mortgage: 

When a customer as a security for loan offers immovable property, like building 
and land, a charge thereon is creat&i by means -of a mortgage. 

According to section 58 of the Transfer of Property Act a mortgage is the transfer 
0f an interest in spectf.>c immovable property for the purpose of securing the 
payment of money advanced Of, to be advanced by way of loan. Existing Of 

future debt, or the performances of an engagement. which may giv€, rises to a 
monetary liability. 

Immovable property indudesland and things attach~d t~\he earth like trees, 
bulk:fu1gs end fixed machmefy. Macrnnery whichiS' ootso IDstaUed and whiCh can 
be shifted from OnB place to another is not considered immovable property. The 
pmperty in 'vvhich the interest is" Sought to be transferred must be specific such 
as- the property must be capable of identmcatlonby description, Uke - by 
ior...ation, area, boundaries, etc. 

3. Meaning Of The Mortgagor And Mortgagee: 

The transferor ts called a mortgagor, the transferee a mortgagee, the principal 
money and interest of which payment is secured for the time being are catted the 
mortgage money and the mstrument {if any) by Which the transfer is effected is 
called a mortgage deed. 

4. Kinds Of Mortgage: 

A mortgagor can transfer ffither a legal interest or an equitable interest in the 
property mortgaged. Accordingly, mortgage that is charged is efther~ . 

a. Equitable mortgage or 
b. tega~ mortgage. 

a. Equitable Mortgage 

An equitable mortgage is created by an agreement, express or implied, that an 
eqilltabte mterest in the property witt pass to the mortgagee 8S security for a -debt 
due or to become due. An equitable mortgage is created by a Simple deposit of 
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original title deed with intent to create a security th~fl tor the debt. The legal 
tit.le to the property is not passed on the mortgagee but' the mortgagor undertakes 
through a memorandum of deposit, to execute a legal mortgage in case the 
borrowerfaHs to pay the debt in time. 

;- Municipal areas notified by Govt. Delivers to a creditor or the borrower's 
agent documents of tlUe to immovable property, with the intent to create a 
security thereon, the transaction is called a mortgage by deposit ofthe deeds. 

~ The mortgage by deposit of Trtw Deeds is caned in English law an Equitable 
Mortgage. 

);- The restriction to the towns named refers to the place where Deeds are 
deHvered and not 1.0 1he SRuaOOn of the property mortgaged, The property 
mortgaged may be outside the town or party within town provided the 
transaction is made wlt-tm1 the town specified. ;,:.:<,:': ..... . 

,.. A deposit of Deeds outside the specified town areas wilt create neither a 
mortgage nor a charge. . 

,. Generally Equitable Mortgage against an agricultural land is not created. 

>- Equ~at.te Mortgage by deposit of tfUe Deeds of lffimovable properties may be 
created by any of the following three classes of persons: 

• Those who themselves avail of the advance against properties owned by 
them and which stand in their names. 

• Those who avalt of the advanc-e, for the purpose of their business, in the 
names of their firms or companies in which they happen to be partners or 
d!rectorsand deposit the Title Deeds of the immovabte properties hefd by 
them in their names, as collateral securities, besides the usual charge 
UV\.A.ll1rc;1n», iv~i~n;;1 ~i;-l -0 ;.d~tlW w.-.:.a1arn-cc t;igned by them tn the¥r 
personai capacity obtained from them. 

'40 Those who deposit the Titre Deed -of immovable properties bekmging to 
them and standing in their names, to secure the advance aHowed to third 
parties 00 their recommendation. tn such cases usual charge documents 
are obtained from the parties to whom advance is actually allowed 
t~~ with a Wtter of guarent~ from the persons deposrung their T~ 
Deeds to secure the advance. 

>- 1n adrnUon to the Ot"1g1na-l Title Deed of the imrnovabte property and cham of 
documents, obtain the following documents: 

• Record of Rights. 
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• Up - to - date Rent Receipts. 

• Municipal Tax Recelpts. . 

• Non-Encumbrance Certificate otherwise called Search Certificate issued 
by the Sub-Registrarl District Registf"8r/Authorlzed A-gents -of the place, 
where equitable mortgage of the property is created. 

• hl aU cases the owner of the property be caned upon 10 submltan 
Income - Tax - Clearance certificate! Wealth Tax certificat-es 
v.respectwe of tncome Tax and Wealth Tax against the concerned 
person or the property. Production of this certifICate may not be inslsted 
to ca~ cl Eqllitabte Mortg8ge and m"ti8u an affidavit be ootained. 

, - ." -',.. , . 

• Urban property TaxC\earance Certificate shQuki ~ obtained from the 
Murncipal CommitteeSof1he t:Q!Nn, wherever'·~. 

"'fE"; }~~:.:~ ,_~~'/:~jit'v 
r The aforesaid documents are to be scrutinized by Bank lawyer, and after full 

satlsfaction, prepare in dUplicate. teceiptOf alI the documents received, on 
the Bank's letterhead. - .' ... ~., 

.', I 

,.. All other documents should also be obtained as required under local 
condITions . 

., Two Authorized Officers of the Bank under Rubber Stamp will sign the 
receipt. 

Give the original receipt to the borrower and request him or her preserve it 
carefuny and present it at ihe time of redemption, to exchange it WIth 
• Demand Promissory Note. 

• leUer of Arrangement. 

• Letter of Continuity. 

• l etter nf Revival. 

• Letter of Partnership along with Registered Partnership Deed in case of 
Partnership Accounts. 

• Resolution along with Memorandum and Articles of Association in case of 
ar-vCOufits of Limited COfTlpafly. In case of C~, res-rnutKm Of tne Boom 
along with Charter. 

~ Letter of Guarantee signed by the partners of the firm and/or the directors of a 
company hi thcir personal capOOty. 



• !_etter of Guarantee signed by the depositor's Title Qeeds to secure the 
advence to trnrd pertieS. 

• etter of Disbursement. 

• An undertaking from the Directors of the Public limited Company to obtain 
prior dearance from the Bank before declaring any interim or mal dividend. 

,. In case of limited companies get the charge registered with the Registra.r of 
Jomt Stock Compernes within 21 days end Obtain e certmcate from 1hem. 

b. Legal Mortgage 

In +ega! mortgage. the mortgagor transfers the legal title in respect of the 
mortgaged property 10 1he morj~. The ~ gets which is caDed a 
legal Estate in the property antlthe borrower:.i$~ndQy.ted with all sorts of rights 
end remernes wrnch can, for th€ 1iiOSt part, oe'ex~~pn 1het persoo'S 
initiative and, there is need to see~the cooperation -o~i!l1§ttgagor. 

:.:;. ,>,.1. (j.[~;?:;:{f;4j-~ 
. ";"';.;;. 
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Advance Against Debenture 

;., 0ebenture is a -document issued by a company usuaUy under its -common seal 
=-=-:;. ~-{),Nl-eGging the indebtedness of the company either to the bearer or to the 
-e;-istered holder of the document The debts may be redeemed -

_. A a fixed future date, or 

ot redeemable while the company is a going concern. 

The last class is called irredeerilabte ~ure~ Debenture is a loan to a limfted 
~pany bearing a fixed rate of interest. The in~rest is payable whether the 
company makes a profit or not. Debentures may either be~$ecuted by mortgage 
of definite property or floating charge: tf there is no charge. debentures are clean 
Of unsecured. to case cl winding' up Of companY,.thesecured debenture holders 
can have recourse to the property charged. tfunsecurec1, then they win rank with 
ordtnary creditor. Oebenturehoklers are the ciectrrors. They are not 
shareholders. There ere different kirii.is of debenture. 

B. Oebentureto Bearer. 

Debenture is payable to bearer, with or without power for the bearer, to have 
them placed on register or tu have -them at anytime withdrawn from fl. These are 
transferable and have been recognized by courts as negotiable instruments 
transferab1e by ~Hvery. 

b. Registered Debenture: 

This type of debenture is payable to a registered holder. Any transfer of these 
must be registered .... -vito the company. 

c. Simple of Naked Debenture: 

These debentures are those where no security 15 given for payment -of interf!St N 

repayment of principal. These do not carry any charge on the assets of the 
company. Tt-~ contam only a simpie promise to pay. 

d. Mortgage Debenture: 

Any debenture secured by a charge, whether specifIc or floating, on the whole or 
part uf the assets of the company, is called a mortgage OObenture. 
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e. Redeemable and Irredeemable: 

Redeemable debentures mrncatethat the company agrees 10 repay the money 
!ent at a stipulated time or after a certain period of notice. Irredeemable or 
perpetual debentures have no ~ate for r-epayment and the company may repay 
debentures at any time it may choose to do so. They will, however, be repaid 
when the company goes into tiquidat-ton Of makes default in the payment of 
interest. 

Debenture as Banker's S~urity: 

Bankers advance money on debenture issued by companies. When banks speak 
of debentures as security rot advances, they invariable mean debentures 
carrying a charge on some property of the company. This charge may be "Fixed" 
Of "Ftoeting", The flxed charge creetes ieget mortgBgeOO some specific property 
of the company Ilke - land, building, iixed plant, machinery, etc, in favor of the 
debenture holders, Where there,is a charge on,some specific part of the 
rom pany' s property, it is usuaUy-d0t:re by a truSt;~ by which a specific part of 
the property of the company 18 ves~ in trust~ for the benefIt of the <lebenture 
hOlders. Where there is a ftxed charge,' the debenture ho1:ders are free from the 
danger of anyone securing e priOr chetge end the trustees ere given power 10 
seH the property charged, if that should be necessary. 

A noatmg charge is an equitable charge -on floating assets such as: Stock-in
Trade or on whole of the company's undertaking of a going concern. Where a 
large number of socuffid debentures ere issued in a senes, the security given wtll 
usually be a floating on the whole of company's undertaking. 

PrecButicn and Checks: 

While taking debenture as security, the banker should take the following 
precautions: 

i) 

iii) 

Borrower is the registered hokier of the debenture to be mortgaged. 

The banker should satisfy himsetf as to the financial posftion and 
reputation of the company whose debentures are to be accepted as 
secUrities, 

The authority of the company to issue debentures. Issue of debentures 
tantamount to borrowing by the company. The banker must, therefore, 
inspect the Memorandum of Association to ftnd out whether it gives the 
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company power of borrowing though In case of t!{idlng companies this 
power is implied. . 

The banker should accept only mortgage of secured debenture as, 
securitffis . 

.. i The banker should preferably accept debentures with a fixed charge to 
debenture with a floating charge because in the matter of repayment,the 
debentures with a fixed charge to specific assets have priority over the 
debentures with a floating chargem the event of the fJQUidation of the 
company. 

'ti) Whjle advancing secured debentures, the bank should inspect the register 
of Charges mamtemea by RegiStrar of Jamt Stock Companies 10 escertffin 
whether any prior charge exists or not. When debentures with a fixed 
charge 00 some assets are, accepted 8S security fur advance,the bank 
should see that title deeds of the property, eVidencing the title of the 
company to the property, are deposit with ~,: ' 

'Iii) 

viii) 

ix) 

x) 

Debentures accepted as security should bere~dil~/rriarketable and 
sufficient m8f"-gin, say-. 50%': shouki usually ~;~ntained. 

There is regularity in payment of interest and no arrears interest is 
brought into account on Bai8nceSheef " 

Funds are being accumulatGd 'periodically by the company for redemption 
of debentt.>re, which can be ascertained by referring to fue specific 
investment in the Balance Sheet "Redemption Reserve Fund Investment 
A-ccot."nt" 'Of the Company. 

A memorandum of deposit should accompany the deposit of debentures. 
The memorandum of deposit shou1d authoriz~ 1he banker to seH the 
debenture given as securities in the default of borrower in repaying the 
advance. 

Documents are as follows: 

1. AppHcation for advances. 

2. Demand Promissory Note. 

3. letter of Contim .. >fty {in case of overGmft account}. 

4, Letter of Lien. 
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5 Irrevocable letter of mandate fur collection of jntere~ etc. addressed to 
relative companies by the debenture holder. " 

~ l etter of authority given by the borrower to sen debenture in default of the 
borr-o~ver in repaying the toan~ .. ;~ 

.-.; ," .. 

.. 
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1. Securities Against Adv!!1'tCes: 

The followin'g securities are to be obtained by the branches depending on the 
f P.riv ".\..', ""i4 .... ~, ' ..... ..i ~..J ~ the .' nature o. ""u . ances WHt!e C:TI\...nritr...g SeCl •. !1'CU eruvances \'0 parties. 

a. Pratirakshya Sanchay Patra, Bangladesh Sanchay Patra, lCB unit 
sertific-ates, Wage Eemer Development Bond, 

b, Fixed Deposit Receipt issued by any branch of IFIC Bank Limited. 

c . Shares q>,Joted m the ~haka Stock Exchange Limited. 

d , Pledge of goods and produce. 

e . Hypothecation of goods. pr·o(kroe and machinery, 

f, !mmovable property. 

g , Fixed assets of a manufactt.lfing unit 

h. Checks, Drafts; Pay Order, Railway Receipts, Steamer Receipts; Burge 
Receipts of th-e Govt. Or CorPorations. 

l. Shipping documents, 

2. Which Advances Against Whkh Securities: 

All securities are not suttable for all type advances. Each security has Its own 
surrabiltty .Specif."C secum~ to be obtruned by the branches whk 'at1O\l\!ing 
advances are shovm below against the types of advances: 

f-----, .!YP-BS Of Advances 
Loans 

Securities 
Lien of various Kinds of Sanchay 
PallaS. Gbv!. Sew/jiles, Shares 
quoted in the Stock Exchange. 

Debentures, Fixed Deposit Receipts, 
I 
.1 

1 
Pledge Of gold or gold ornaments, J 

hypothecation -of vehicies, CoUaterai of 1 
• ~I-.I operti 1 !mmOVdUle pr~ es. J 

sanchaypat~) NoMasident Foraign 1 
ct.>r«:m<:;y depos-its {NfCO), Sharesl 1 

-Debentures, G-ovt. PmmisSOf'1 Notes, 1 
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Cash Credits 

Inland BiHs PurChase 

. -------,'~--------~.~=-----~--~"-'-, .""-" ' -" --" '-- '~-'--l i Fixed Oep~it Receipts, Life Insurance i 

i POliCieS, gold Of gold ornaments, work 1 
, order. j 

Pledge or hypothecation of stock-ln J 
trade, Goods, produce and { 

merchandise, machineries, {and and I 
building on which machineries are ! 

installed. I 
Bill itself, 1 

! 
DI AD Oh;p .... ; .... g rl'-'c" m"'n-t ... ~ .... .,. 'j'mp,.."rl", ' I . , VIII jJlll u.v I.l lICiI Li:> IVI II VILi:>. ! 

~.' ========~~=========9==~==~~======~~=====9! 
i LlM Pledge of imported merchahdise. t 
i I I TR Trust Receipt obtained in lieu of import 1 
! documents. 
I Export Cash Credit Pledge or hypothecation of goods or 
I export Trust Receipts 
! Foreign Bills Purchased Shipping; documents for exports, 
\ 

79 



Interpretation Of Lending Categories 

!=XpI8t18tion; 

There are different types of lending categories and which has different and 
~RrofL> Aohn~t~ N ~tl ru~ leon>:> ........ r .~ .l"O-I'V'A1> irv-h • .l ..... . .t:.,..~.l .:Er.rn-.>:> t .... on.a 
v'-',..,.~;u:.v UV:::Hl.IV'I~ VI w. ~J...,\ .. n • .7. (.,u;~ v. t4UVU:i,""V~ IIt\JIY-U-ci ii.J\.~ IV •• I.""';' IV<.AII~, 

cash credits, overdraft facilities etc. in the lending categories there are t¥/O types 
of term \can those ~e: 

e. Fixed Term Loan, and another one is -
b. ContmLz~tJe Credit or Loan. 

The definitions and all the lending categories are as follows: 

a. Fixed term !oens are edvances with 'fixed f~payment schedules, 1heterms of 
loans are defined as follows: 

~) Short T~rm: Up to and tnch .• ~ng 12 months. 

ii) Medium Term: More than i 2 and up to and including 60 months. 
. -;-:~~~ ~. 

~th . ';. ". ". r, ". ~ ' .. , '. 
'''VI,""," u:en60tllOn".n.;t. ,;-. .:-_ 

t. Continuing credits are advances, which have an expiration date, but no fixed 
s-chBdu~ of repaym-em. 

The definitions of both the Fixed and Continuous loans are dellned tn terms of 
th.-.; r fl1J'V":tir:.n~ A' H the knrlinn ~t~..,. ~Vi:> ~ .... ",,* nr: .... ~..i .. rc.C>s :r~_ ti..· .... 1 __ .-'\!~ ._ •• _ .... _ • • _ .. ~ .... , •• '- P_"_ ... ,::;, __ ...... ::;_ .. _c .. _ .. '-" _., ..... e::-:. ,....~~~~ ....... ~ t'..J'i .. i~ ¥ ...... ~-= 

taking end its repayment. There are different 11 lending categories those are 
tiiscus-s.-ed in the folkJv.ltng: 

1. Agriculture: 

The\oans are given for different purpose. And among those one of the 
~ ~.l~t • " ,,-vi; . p . J;: .. . . Cr.hlnh t .... "',· "''''''' ........ :j. ~V''->!ns ffitAvv ~{} pnmary prv'U·v~~ 1~Ke- It arms; ~."·~I~ eS,,-crvd5ii1ilGinS; 

forestry estabH~lm1ents, and livestock operation, loans to processors or 
tr~ n.; ~>'*,>roj ru-rv-b""*s Qrc. ~ ·in. c...". ,.fc.a",:.t:~.l os ~,x!f.~ ~ 
\.: ~''''';'_11 ~ v: ~: ,....,\,..;11.\ .• :&'1 , •• u ...,. VYUVt. U1 \.J : n. .. ". \,v 1..iU' \.i~iH\J"u u u~; I\.IUi1,.-' .. U v, •• VI 

are loan, to input suppliers. Agriculture refers to a production unit 
.-=...-.r'O Co - - -' u.. 'o' ..... .i~ f'..,,~ ~F'-A.'>~ .... J .".>:" j;,~tock 
\"';;t~Q1:!G ;:, 'O:;JI;;;~, U;';:)Jn'I~, 'V:~":"":1, VI UV~ • 
;7~ . y 

This category may include -

:.*: Short Term .. 



'" Medlum, and 

.. Long ftxed term loans as well as continuing credits. 

Acr;ordif"tg t-o the agrict...'1tural toans are categoriz.ed by -different ways. 
Those are like: 

T However, loans can be made to tea gardens for export according to the 
def.if1~tkm in category No. B end such k-ahs shouki betreatBdas export 
rather than agricultural loans. 

T tv1edium and long term loans to tea gardens are classified as industrial 
"~ r-:-n t~ .... A.:""n 1l~.~,.,..,..... .... ""t~..AnJ 4fr;~ ~ht:L~..,.1 hT~""~m Z~i'-ti"V a .... A .. h .... 
·tt:::.1~ ~ 1t1 t' ..... ~1 t"~ \tt;: "'JI1T~ "\",;O .. '-~. ~ ""tt"-:"T~ "'...,. ...... ""i'O'1 ....... v-~d tI Nub ... J 1tU 1.1tt:: 

category No. 9.1 according to tf1e total. investment in the tea garden. 
. -.". -, +. i"; .:.~,'.~./ 

"'-'. . .. ~.'''''' 

-
2. Industrial T -em Ltmding: 

This category covefS~ 

• MediUr;;aiid ~1i~}i~g; 
it Loan term Ioans·'fotbanufacturing. 

However, tB8 gamens are to be encompassed in this -category if they 
quality by size, otherwise as "Special programs - industry ", The loans 
rnust be m constitute, which is prooucing -gOOds for sale to the pubHc. 
Service industries are excluded and are to be placed under the "Other" 
category 4f: 11. SmaU and cottage industry 4ertCfutg is excluded from this 
category anD is to be included under the "Special programs - small 
industry" category # 9.1. Those ir..c-u-strtes have working capite140ahs are 
not included in this category # 4. 

3. Jute Working Capital: 

This 'type of Lending category is the continuing credits to jute milts. That 
means the kJen per10d vffll be renev-mbie before the expiry date as 
extension. 
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4. Other Manufacturing Working Capital: 

There are also loans for the wrnking capnalto manufacturing 
establishments. These loans are usually -

,. Continuing credtts, but may manifested short fixed term loans. 

r Short-term loan weaver credits are to be included here. 

r However, advances "for service structures ere to be induded hi other 
commercial lending. 

5. Jute Exports: 

These loans for -

r Expc-rt-s of jute manufactured ptodUctS or 

T Raw jute against confirmed export orders. 

:Y G~neraHy these are 'COntinuing -credits but nay be short fixed term loans. 

6. Other Exports: 

'r Loans are for exports of all items other than jute against confirmed export 
orders. 

,. Usually, these are continuing credits but may include some short fixed 
term k>ans. . 

T These loans may be to any establishment, which is exporting directly. 

i. Jute Trading: 

Loans to jute traders for domestic operations. These are generally 
conttm.l~ credits. 

8. Other Commercial Lending: 

For other commercial tending -

,. Short term loans and continuing credits for commercial purposes other 
than Connrtnea exports and r..rtetrarnny. 



r These loans include internal trade, service establlshments and Import 
financing . -. ~ 

r No medium or long terms are to be included. 

9. Special Programs: 

There are dtfferent programs are in the lending categories, which are as 
fd.\ows: 

9.1. The special programs are: 

,. Special programs small industry covers medium and \cng-term \cans for 
small and cottage manufacuuing industries. (Smell industry is so called 
those wrnch ere estabtiShed whose total In\testment fn fixed capital -land, 
building, machinery: end equipment which~.re .. ~!J<iing any taxes and 
cutk:s. Those -fiXed repitffiSlS not exceed $'i~Jaka end mvestmetit 
in machinery and equipment which are alsgex~t.l,iding taxes and duties 
and does not exceed 15 miUion taka. C9ty;ge~ustries are also called 
like this Small industry.] _ < ';j;i;.' r 

r There is no shOrt term or -~ credits ~s to be included in this 
category. 

r Medium and long-term weaver credits are Included. 

10, Urban Housing: 

There are some lending rules for urban housing. Those are as follows: 

;r MedhJm and long term bans for housmg construction to individuals or 
developers. 

-,. The housing must be located WIThin urban areas (Municipalities). 

;r \"Jhen the bank sanction the loan for the -outside urban areas thenttte 
bank may the rural housing program and which is considered as a special 
program. 

r If there is any borrower who Is eligible for the rural housing program then 
the t.!fban h()using rate can be used n the bank wishes to expend a loan, 
and such loans are to be included under urban housing. 



11. Others: 

Any loan that does not fa\! in any of the above categories is considered 
"other". This mch..l{jes loans fortrensport equipment, construction other 
than housing, cold storage facilities, and personal loans. 

There are Additional Notes on lending Category. Those are: 

1. Loans under the credit scheme for unemployed youth trained by the Youth 
Mlrustry are consklered to fait into the category appropriate for the borrower. 
The if this is for a manufacturing establishment it would be included in 
cetegory 4t 3 - Working Capital. 

2. Loans made under the $e!f-em~jdyment ~tt scheme or the Women 
Entrepreneur Oevek;prnen{ Program fo!tow the same principle as in 1 above. 

3. Export Development Fund (EDF) toans are consIdered foreign currency loans 
and mterest rates are as set in the. Circular describing the EDF. 
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Consumers Credit Scheme fCCS) Of IFIC Bank ., 

IFIC Bank presents a very special offer for the consumers for meet their different 
needs and demand what they can't effort by their own capability. In today's world, 
thB person am thefem~~y have so many creams and wants, but the t1rrmed 
income resist their dream and for fulfilling their needs and demand that means 
meKe the dreamS come true lHe Benk arrange a very good offer, which is catted 
Consumer Credit Scheme. 

Most of the people of the country are not much in the better positlon, mots of 
them are in the middle wagedandiive a medium life with a mid capacity. V\Jhen 
the bank come up with new offerings' for the mid level consumers then they are 
really want to go for taking thoSe type fect!rt1es to bUy any luxurious thtngsfor 
fulfill their needs and demand. That means the bank offers 8 good thing for the 
general consumers that when the conSumers want to 90flSutne any product, 
. which is costly the consumer will provide some percentage of that product price 
and the then the bank vyffl provide the left portion what the consumer can't pay. 

. -v'· '-~,.-

The consumers can consume under lFlC Consumer Credit Scheme those are as 
foHov'l's: 

8 . Vehicles: 

Cars! Micro - buses, 4 \Nheel drives, Small jeeps, motor cvcles, Mope9ds Two
wheeler) etc. ' 

b. Domestic Appliances: 

Air conditioners, Refrigerators, Deep Freezers, Washing machines, Mobile 
phones, Cooking ranges, Microwave ovens, Furniture and other Domestic 

appliances. 

c. ()ffke Equip~nt: 

Under Office Equipment the office can purchase some equipment those are -
Persona! computers, Photocopiers, FacsimHe machines, Sma" non-commerdal 
Generators, Other Office equipment, LP.S. 

d. Entertainment: 

The entertainment items are - V .C.O I V.C.R I V.C.P, Music system, Sound 
system, VIdeo carnera with accessories. 

S5 



e. Intangible items: 

For Holidays, Educatton,Medicalexpenses. 

f. Others: 

Home repair, Redecoration, Renovatlon. 

And for these the consumer has to mainta'jn different rules and regulations, which 
are given, by the bank. And a\so the consumers are recognized and selected by 
the bank. All the rules and regulations are given below: 

1. Eligibility Criteria: 

There are different criteria aU are as follows: 
r . . . , .'~ 

a. The potential borrovver must be a national of Bang1a(iesh and aged at least 18 
years. 

b. The potential borrower's employer, bU$lnessor profession, as the case may 
be, shouk:! preferably be located in the same town or city as his or her 
residence and lending branch of IFIC Bank Ltd. 

c. Tlte potentia! borrower must provide h~s or her permanent 'residential address 
in case he or she is living in a rented house or flat. 

. . 
-d. Each prospective borrO'v'v"ef must open a Savings Account with the branch. 

e. The potential borrower should preferably be a regular Income Tax and or 
other appttcable Taxpayer. last Tax paid assessment certtf."Cste prominent.ty 
indicating TIN should preferably be submitted with the loan appllcation form. 

Loon For Servke Hokfer: 

For service holder there are different rules and regulations are as follows: 

a. The OOrrOV18r can be any person employed by a reput-ed company as 8 
confirmed employee. He or she must submit certificate regarding salary, 
connrmation and length of service. 

b. The borrower has to minimum monthly take home salary should not be 
less than Tk.SOOO/- end 3 times of Equated Monthly Installment, which is 
called by the Bank EMt. 
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c. He or she must have at least 5 years of employment left. 

Credit &heme ForSetf Emptoye:d Person: 

When the credit scheme for the self employed person then the other rules 
are maintained. Those arB: 

8. A self-employed person must be of repute in the respective profession or 
any business. 

b. The borrower must have a net take home income of at least Tk. 1 0, 000/
per m0nth and 3 times of Equared Mont~'y installment {EM1} . 

, /,: 

, . ~C'·. ~, 

c . He or She wi!! have to run in his or her own business for at least 5 years 
ana has a satisfactory banking re1attonshipwlttltFty Bank ltd. 

d . He or she must submit up-to-date trade I~nse of his or her business 
concern_ 

Credit Scheme For Defen~e Service Personnel~ 

There are ac:k¥.tional and diverse principles and directionsf0f the defense 
people when they want to get the la9n from the bank. The rules are 
discussed as fo!tows: 

8. Employer's certificate should be obtained only from the commanding 
0W.-cer 0f the borr-ower's unit. 

b. In case of solder, the guarantor should not be below the rank of Junior 
Comm~sion Off.'Cef. 

c . The respective unit of the borrower will provide a guarantee certificate that 
the oorro'v'Jerwill pay the monthly installment in dtrettme. 

AI! the other terms and conditions are same as service holders. 

2. Item Financed: 

The bank has some rules and regulations, which is Item Financed. That means 
the bank VIm finance on the basis of the item what the consumer wish to buy. 
There are when the consumers want to buy domestic Appliances, Office 
Equ~pr!l'E:nt a'nd Entertainment Equipment. 
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3. Limit Range: 

The limit is for the Consumer Credit Scheme is Tk. 10,000/~ to Tk.7,00,000/· for 
the consumers for theirfuffiUment their needs and demand. 

4. Loan Amount: 

The loan amount wiHbe 80% of the Invoice or Quotation Amount. That means 
the consUmBr wlll arrange 80% of the product expense and the taft amount 20% 
will provided by the bank. 

5. Down Paytrnmt: 

r\'~inimum equity contribution will be 20% of the invol~i~iiotation amount, which 
wm be reaHzedfrom the borroWer's Savings AC<:~t::,!;;>", 

6. Interest Rate And Fees: . 

The inter4st end fees 'tAt! heveto be prod by the 00tt0\-ver. The amount is: 

a. Each set of Application Forms Tk.301-. 

b. lnterest rate is Tk.16.S0% P.A with quarterly rest 

c. 2% service charge of the loan amount (minimum Tk. 500/-) \~Jill be realized 
from the borrc)'vver's Savings Accounts. 

d. 2% Risk Fund of the loan amount will be realized from the borrower's Savings 
AccoL."'f1t. 

e. Stamp Charge Tk.4701-. 

7. Payment Order: 

A Payment order of the Invoice or Quotation Amount wilt be issued in favor of the 
supplier of the consu~r item. 

8. Application Form And Other Forms: 

Consumers must submit AppHcahon Form {Bank's prescribed fnrm) duty fired in 
and also sub(nit the following item. 



8. Form-A Letter from the borrower to his or her empl<tyer. 

b. Form-B Emp\oyer's certificate to the Bank. 

9. Photograph: 

A recent passport size photograph of the consumer (attested by the employer or 
the guarantor when consumer is a businessman) and also the guarantor 
(attested by the Gazette Officer) 

10. Delivery The Product Memo And Mom;v ~pt: 
.~. 

, . :,... . ;~" :~.:. 

The borrower must have to submit the delivery mernOla.nd the money receipt that 
how much the pro&u~ price, which is,the asset ~t,,~ to the tending branch. 

. . , :'.' , ('''~ "t'Y . ::::,.~,!:".l 

11. Repayment Arrangement: 

The bank also concerns the rep~ymefrt 'arrangement. Where also there are many 
rules those are given below: 

a. The instaliment will be payable monthly on or before 7th of the subsequent 
month. 

b. Post dated checks of the amount equal to the mstaHment size (one of each 
installment) and one undated check (double of installment size) in favor of 
tFtC Bank ltd. shoufd be submitted before c¥-sbursement of the toano 

12. Penal Interest: 

Penal interest for delayed payment will be charged Tk.50/- if the installment is not 
paid within 15 days from the 711l of each month. Thereafter, Penal Interest for 
delayed payment wm be charged Tk. 751- for subsequent del-BY of each 15 days. 
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Classification Of Loans And,Advances: 

A. Types of Loan: 

As per BCD Circular NO.34 dated November 16, 1989 Loans and Advances are 
divided into f-our categories f-or loan classification purpose, as under: 

i) 
--\ 
tl) 

iii) 
~v) 

Continuous 
Demand 
Fixed Term 
Short .T erm Agricultural and Micro Credit. 

" ~ 
;~ . . ." 

Brief description of each type of Loan is given be'lO\iV: , > '>1 
• :. j. '<.::.1 .. .. . '~.. .-./!!{;; ;,~ 

Nature Of ) 
Loan 1 

, Characteristics 
;.- -,.', 

Example 

1 a) C nt · I o mucus; I . The loon has no particular ' 1- Gash Credit {C.C.}-

1 b) Demand: 
, 
1 
; 

c} Fixed ~ erm: 

, d) ,Short Te-rm 
Anricultura) 
~---

1 
I -
i 
1 • 
1 
J 
) . 

1 
J 
) 
1 
J 

repayrnent schedule ' I (Hypothecation) 
loan contains date of expiry, 1.. C.C. {Pledge) 
credft fimit,etc. 1. Security Overdraft 
The borrower ,may dr.aw funds 1 (SOD). llM. ECC. 
up to the 'limit sanctioned. 1- ' loan General etc. 
Typical1y theoorrower 1 
deposits and draws money 1 
according to the need of the 1 
enterprise. 1 

1 ! 
1 10 The \Danis repayabl-e -on 1 PAD, FBP, lBP, 
j demann. ' 
1. Without having prior approval 
1 
! as a regular loan (i. e" 

j conHngent and any other 
1 liability). but converted to 

compulsory Of Forced Loan 
subsequently. 

j 
i , 

co 
1 , 
1 
I 

1" 
I 
J 

I 

R"'~yahb w ,th<fl a ~rt;"', , l -o'"' • -."'O"t"'- _ .. '0 1". ,I, ,....~» ,,~_tct, 

penoo of tittle. 
Specific instaliment schedu{e 
f()r repayment. 

.1 tDHP,iFOBC, 
i liM (Forced) 
tt.TR 
lp AD fF orced) etc 
1 ' , 

1 
1 

} Term Loan {others} 
1 Term loan (lndustry) 
1 House Buikiing loan 
1 Consumer Credit loan 
j Transport loan etc. 'I 

j ~----------------------~I~~~' ~~~=-~------ ' 

Enlisted as Short T elm Credit j Agricultural Crerl!i-s, 'jl I ... 

1 
I under Annual Credit Program ) Weaving loon, 



r--a- nci-Mlcro -;--o-{A-g-rTc~itu-r-ai-c-re-d'it----"'-ll ,s--w-a71ievar Credit, etc. ~l' 

1 Credit: 1) Department, Bangladesh 
I \ 

I Bank. i I 
I . Also include credit extended I ! 

i 1,1 to agricultural sector and 
repayable within less than 12 I Not di$bur$ed by IFIC. j 

: months. jl 1 

'I,: . Short Term Micro Credit not I 
I l I exceeding Tk.10,OOO.00 and jl I 

j repayable Vvithin 12 months. I 
i I I 

B. Overdue Loon: Definition of Overdue: 

i N-a-tu-j.-e Of-,----Oefinitiono{" : - · l~ , catcLiiationOf'-'!--Exampre-··-~I! 
I Loan Overdu! -"f' 1 ove~~~ Period I t 

I 1. Continuous I Advance not renewed Djfference Limjt expired on I 
1 

Loan (C L2) ! and date of expiry , between the January 31 . 200 1, j' 

I passed reference date of 1 Reference date 

I I Becomes overdue'!>" \ ~=:.n and I March 31, 2001. I 
i i the date of expirattoo. · ' ~ , . \ Loan is overdue ! 
II I ! for 2 months. )/ 
I ) I I 

1 2. oemand~l Becomes due one \ Dlfference I PAD created on I 
i loan (CL3) I month after the bank I between the 1 April 4, 2001, 1 
I 1 requires payment 1 reference date of ) payment became I 

! I through formal j classification and 1 Overdue on May 1 

'

I l notification to the 1 expiry date. 1 30, 2001. j 
I borrower. l 1 Reference date 1 

1,1 ! I I June 30,2001. t . 
I ) \ 1 I 

j ! 1 I Overdue period 1 I 
(' ! j I month. 1 

l I \ ]' 

1 I 

1
1-3-.-T--errn---L-o-a-n-rl -s-e-co-m-·-e-s-o-v-e-rn--ue-· ---+\ -T-im-· e-· -e-q-u-iva-· -le-n-t-o-f ~l-A-B-C--C-o-.-L-td-.----~l! 

for less I whenever an I installment;;; I Enjoying Term 

I

I than 5 1 inst~llment is not j Arear x Frequency ! Loan failed to pay I 
years 1 receIVed by the bank. 1 J installment size I quarterly ! 

I (CL4) 1 I = --- months 1 installment as 1 
I ' I d II I I I un e~ 
i ! I . Arear ;;; 1 j 
, I I Amount j . Size of ) 
j ! I payable at Ref. 1 installment;;; 1 

$II 



I 
I 
14 I . 
! 

I 
I 
! 

I I': ,~ ." 
1 
i .:~~ .. " 

. ' . 

Term Loan Becomes Overdue 6 
for more I months after an 
than 5 l installment not 
years \ received by the bank. 
(CL5) 

) 

I : 

I . Date less.~ 

j
l Amount ' 

already paid 
j- Frequency ~ 

I No. Of 

1 

Installments 
per year, 

~ . 
~~ . 

Time.equivalent of 
installment =,' 
Arear x Frequency 
I installment size 

. = --- montl)s\~' 

! Tk.30,OOO/-

1
1 . Amount 
I Payable:: Tk. 
! 90,000/-I. Amount paid :: 
I I Tk,50,OOO/-
1 Date of last 

I payment March 
30, 2001 

I Reference date: I 
I June 30,2001. ) 
! !ime equivalent of 1 
! Installment = I 
I
I (40,000 x 4) I I 
30000 - 5 , -I months. 

. XYZ Co. Ltd. 

l Enjoying T arm 
Loan failed to pay I 

t by monthly I 
installment as I 

I 
. . 

/i 
.. • Arear = 

I under, ! 
• Size Of ! 

j 

1 
• I 

1 

1 

I 
j 

I 

. Amount 
payable at Ref. installment:: j' 

Tk.20,OOO/-I Date less 1 
I Amount 1 . T etal Amcunt ! 

Payable at ! 1 already paid ! 
I . F raquancy = I Ref. Date = Tk. \ 

140,000/- 1 
Total Amount I 

I No. Of 1 
1 installments I • 

1 per year. paid =: 1 
Tk.90,000/- 1 

Date of last 1 
payment: March I 
15,2001 \ 

.l 

I Reference date: 1 
I June 30, 2001 . I 
! Time equivalent of I 

instatlmant :: t 
{50,OOO x 6) I 1 
20,000:::: 15 \ 

) months. I 



C. Scale Of Classification: 

As per BCD Circu1ar t\"o. 34 of 1989 at1loans are to be assessed 8S cither 
Unclassified or Classified. On the basis of reduced chance of repayment loans 
are classified as under: 

i i) 
I 
I 
I 
I 
i 
! 
I ") i t1 

I 
I 
I 
I 

I 
I 
I iii) 
i 
I 

Classification Status Basis of Judg~m~nt 

Substandard 

Doubtful 

Bad I Loss 

1 
1 

~ r-I--
I Unc!assmed 
b 

i # I 
I 

I 

Impaired by evidence that the 
borrower is unable to repay, But, I 
There i$ a reasonable prO$pect that I 
the loan's condition can be ) 
. d I Improve. 1 

Impaired by evidence that it is 
unlikely to be repaid iii full, But, 

1 

I 
Spec.al collection efforts might 1 

. eventually result in parbal recovery. 1 
! 

Very unlikely that the loan can be 
recovered. 

1
1 AsseSSnlentofLoans 
1 and Advances 

, 
Classified I 

i 

l ~ 
i Doubtful I I Bad floss 
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D. Basis for Loan Classification: 

8. Objective Crit-ena : 

BRPD Circular No.16 dated December 6,1998 and 
BRPO CH'euler No.16 dated May 14, 2001 fOr determtflmg ihe 
preliminary classification status. 

1. Continuous Loans (CL2): 

1 
Overdue Period Classification Status 

a) Less than 6 months Unclassified (UC) 
b) 6 months or more but less than 9 SutFStandard (SS) 

I months 
I c) 9 months or more but less than 12 
! months 

Doubtful (OF) 

\ d) 12 months or more Bad floss (BL) 

2. Demand Loss {CL3}: · 

.\ 

II Overdue Period====~===C==l=as=s~lfica-ti=o=n==:S=ta=t==u=s===== 

I I a) Less than 6 months 

! 
b) 6 months or more but Jess than 9 

months 
I c) 9 months or more but less than 12 
! months · 
! d) 12 months or more 

3. Term loans up to 5 years {CL4}: 

I Overdue Period 

! a) Less than 6 months 
I b) 6 months or more but Jess than 12 
I months 
I c) 12 months or mere but less than 18 
j months 
Lill 18 months or more 

Unclassified (UC) 
Sub-Standard (SS) 

Doubtful (OF) 

Bad I Loss (BL) 

Classification Status 

Unclassified (UC) 
Sub-Standard (SS) 

Deubtful (OF) 

Bad I Loss (BL) 



4. Term Loans for more than 5 years (CL5): 

Overdue Period 

! a) Less than 12 months 
1 b) 12 months or more but less than 1 B 
1 

I 
I c) 
1 

1 
I d) 

months 
18 months or more but tess than 24 
months 
24 months or more 

-1 

Classification Status 

Unclassified (UC) 
Sub-Standard (SS) 

Doubtful (OF) 

Bed floss {Bl) 

5. Short Term Agricultural Credit I Micro- Credit (CL6): 

Overdue Period Classification Status 

1 a Less than 12 months " tJriclassified UC 
j b) 12 months or more but less than 36 
j months 

~Ub-Standard (SS) 

1 c} 36 months or more but Jess ~ 60 1 
months 0" 

J d) 60mohths Of more . .;;'. ' t. Boo floSS {Bt} 

loan Classifications and its Provisions: 

loan Ciassifications j ProviSions 1 
111 .\ 

i Undassified (UC) I 1% (For an UC) j 
1 \ 1 
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l . 
~ • C 
" ~ .. 
~ 

I __ provlslonal 

120% 

80% 

60% 

40% 

20%~------~----------~~--------------~--------~--------

O%~------~----~------------~-------------~-------------~ 
Unc la1isified Substandard Doubtful Bad I Loss 

Loan Cla .. lflc.tlone 

b. Qualitative Criteria: 

The Qualitative Criteria will be judged on the basis of qualitative 
factor. 

The bank has reason to believe that the borrower may not be able 
to repay the loan due to change in the circumstances under which 
the loan was originally sanctioned, like-

~ More than a normal risk due to adverse financial condition (arising from loss 
of a borrower's capital). 

~ Poor financial performance of the borrower (borrower's cash flow is 
insufficient to serve debt requirements). 

~ Due to insufficiency of security (value of security is less than the loan 
outstand ing). 

~ Other unfavorable factors. 

This judgement can be made regardless of whether the loan is overdue or not. 
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Rate For Provision ., 

1 Particuiars Short Term{ST) AU Other Credit 
1 AgriJIvlicro 
fUnclaSSifjed '(UC) 5% 1% 
1 Substandard (SS) I 5% 20% 
1 Doubtful (D§Lli-1 ___ 5-,-%,-, ___ ~ ___ 5_0-'-%'---_--1 
1 Bad f loss (Bl) 1 100% 100% 

The rate for provision of the short term loan different in all the particulars, which 
is same for He, SS, 08, and the rate is the rnghestfor Bad/Loss. The rate of 
recovery of UC, SS, and DB is less because those are for short term and loss will 
oot be large. And the fate of Bl is 100% because if the loan wm be in that 
position, which will never repaid th_en 'the bank will have to consider a big toss 
and which make the bank m a big trouble. '$o,tor;tecovery that 8ad1loss the 
Bank will make their provision 100% 'for Bad/Loss~ That's why the curve is 
constant for the UC, SS, OBMtfupward for Bl. . < • 
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Different Loan Classified Position And~The Data Of The 
Bank For Three Years From 1999 To 2001: 

I 

1 Status 2001 
I 

IT otal No. of Accounts 1087 
lNo. of Accounts Classified l 375 
lTotal Advance j 74953_59 

jRetiO of Clesslfied Advance 1:0 Total A<iVanoet .· 25.85% 
IT ota~ Advance Classified 1 19373.8 

\T otai CumuiatlVE: Prb\TiSron ~d . t . .. 1£S2.4 7 

(Amount in Lac) 

2000 

1275 
353 

1~165.31 

25.05% 
7896 

Net 
lncrement 

-22 
1558-39 
-200.49 
-0.80% 
263.53 

Loan Classification and provisioning as on YearS '1999 and 2000~ 
~\ ':f~ ~~. 

.: '. 

{Amount in lac} 

1 Status j 200'0 1 1999 Net 
II 11 I 1 I '. ncremeni 

jTotalAdvance I 76511-98 1 76472_31 1 ·,39-66 1 
lTota! Advance C~fled \ 1 19165.31 1 17835.32 1 -1329.99 
lRatlo of Classified AdvahCeto Total Advance I 25.05% \ 23.32% 1 -1.73% 
jTotal Cumulative Provisron Regtiited .: 7896 1 5723.85 \ -2172.1 5 

The ultima'te position of the loan classifICation and provisioning as on three years 
from 1999 to 2001 : 

i Status 1999 
IT otal No. of Accounts 1497 
iNo" of Accounts Classified 411 
I leU dl S 764723" I , 

JT otai Advance Classified j 17835.32 
IRatio of D.as-~:fied Advance to T cAat Advance 1 23.32% 
\T mat Cumulatwe Provision Reqtrired 1 5723.85 

9S 

(Amount in Lac) 

2000 1 

1275 t 
353 

76511 98 \ 
19165_31 
25.05% 

7896 

2001 
1087 
375 

7495359 
19373_8 
25.85% 
7632.47 

1 
j 
1 

j 



From the table and the Figure It can be found that total .~umber of accounts, 
number of accounts classified and tDtat aovances are less in the year 2001 than 
2000 and also 1999. But total advance classffied amount is increasing, which is 
more ~n 2000 then 1999 end also more in 2001 than 2000. But total CumwatwB 
Provision Required is more in 2000 than 1999 but the amount is less in 2001 
then 2000. 

The Ratio of Classified Advance to Total Advance is also increasing in each year 
and that means the amount will be go upward on the baStS of this reading. 

Loan Classification And Provisioning As On The Last Three Year 
From 1999 To 2001 (No. Of Accounts): 

j Year 1tincl~j Substa rDou 1 Bad I ff~-rTo@ . rt>r700LfCcs fOtiWs'S rtotal 1 
1 fired 1 ndaro I btfui 1 Loss 1 classm- 1 ~ per " . I Loan I 1 1 1 1 

I 1 1 l ' ~ t eel 1 aas·~ · t 1 1 I t 1 
1 1999 1 764 i 7 I 20 l 384 I 411 I 1195 . I ?~ 1 78 1 0 1 0 1 1519 1 

1 2000 1 922 1 11 j ot 336 t 353 . j 127~ - '202 1122 j 87 lot 16661 
644 9 j 1 . 11' . 328 j I 

1404 1 
, 1 _ 1 , 

. -
l oan Classification and Provisioning as on The Last Three years 

(No. of Accounts) 

1800 
1~ ~========~==~~~------------------------~-

1~0 ~============~iI!liI~lIlIl!iI!i!!tc====~~= 1200 -l-
C 1000 -j----- - -------";.:,;:;. 
::::J 
o 
~ 800 t--.. \---------,-~a+ 

6OO t-~r__----~±+i5"'2 

400 t-~--~~~~~~~~~~~~---
200 t---~ __ --79~------~~=_------_+-----

o +--~~~~-~-~--~-~--~~~~~~~--~ 

Status 



j 
1 
I 
I 

1 
J 
I 
.I 
I 
J 
I 

J 

I 

J 

I 
1 

Nature Wise Summary of Loan Classification For Three 
Years From 1999 To 2001 : 

On 31.12.1~: 

(Amount in thousand) 

Code i ho"O'Of Total Amount b.te.est tligible Base'Ol 
Nature-of I 'AeOOUM -c4essified $aspense Secmity ProYiSioft 

, Ad¥a~ 

CaSh c.Cr-OOit :w7 
1 

:s.11Q96. ~ ~ Zl~ 

iCC} 
SOD as 460162 '100530 '93688 210400 j I 

I 
LTR j 52 319492 159359 " 13'W31 7-4700 t j r · ',,-

I l 

UM I 33 42681 24455, ... /: " D 19221 
J 
i 

j PAD I '1'24 ''f33954 ' Tf9 , -000 '\:31435 
1 J 

.," . 
: 

t':Ce i 4 11248 '..moo {) 1212 
{ "'":, ,.j'.: - . ... 

FD:lW 1 ·5 I -3560 {) {) .356() i 1 
J ,I 

m? i 3 j 159 () () 159 J 

1 i ;1 1 j j ' i . 

Requ'iled 
Provisioft 

; 

1772.49 
J 

142933 i 
7G249 

1 
l 

1$221 

'99170 
1 

7212 

.356Q J 

1 
159 J 

I 



J 

\ 
I 
j 
I 
1 

Total amount of Loan Sanction, _Disbursement and Recovery 
Rate: 

On 3fJ.12.1999: 
(Rgure jn Lacl 

Status '1 Unclassme6 
_3 

Oassif"red 1 Total I i 'l j '{DC) ICy 
. ' 

f j'f 

,I Loan Sanctioned and ~ 59837,:Q4 u 17835AO 77672.44 1 - ~ 

Disbufseff'~nt 1 J -1 J 
J 

Recovery _Rate 2595.21 1 8724 I 2682..45 I .'l ,~ 

.~ 4 'i • 

On 31.12.2000: 

1 
- -

l 
-------- .J 

Status l Unclassified CUlSSif1ed Total I 

{UC) TCL) J 

Loan Sanctioned and 591?3.01 19165.32 78318.33 r 
1 Disbursement 

Recovery Rate 2844.21 246.73 
1 

3000.94 

On 30.11.2001: 
- - iiliil 

1 1 J 
-.------- -; "~"--l 

Status Unciassifted C1aSs.l'f~ T.btal " 
\ rue) TeL) ! j 

loan Sanctioood and 59184.49 14870.39 74054.88 
, 
j 

Disbursement i I 
Recovery Rate I 3768.32 

1 
21:83 ,I S951:32 

1 



000 
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70000 
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10000 

0 

Total Loan Sanctioned, Disbursement and Recovey Rate 

30.12.1999 31.12.2000 

Year 

C2Total Loan Sanctioned and Disbursement 

30.11.2001 

CHotal Recovery Rate 

From those three figures of three year it can say that the total amount of Loan 
sanctioned and Disbursement is same. From that it can also measured that the 
total amount of loan sanctioned and disbursements are become lower than that 
means the total amount loan sanctioned and disbursements are more in 2000 
than the year of 1999 but in 2001 up to November the amount is lower than 2000. 
And the recovery rate is increasing from 1999 to 2001 that means the total 
amount of recovery will be in the upward slopping. 

If make more clarify then it can say that the amount of UC of loan sanctioned and 
disbursements are decreasing because of adequate and perfect moral clients. 
But if the loan sanctioned and disbursements are increased then it is good for the 
bank because the bank can earn more profits, but decreasing the loan sanction it 
make the bank weak in terms of their earnings. And the total recovery rate of UC 
portion the amount is increasing and it is very good sign for the bank because the 
bank can refund their loan regular basis and if the amount is good then the risk 
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will be reduced . The recovery rates of three years are shown the good future for . , 
the bank.' . 

The total amount of Glassifled loans are in 2000 was higher than 1999 and in 
'V'\"' .... -.~ .. I_, ........... h~ .. ·th t '- '1 th ~OOO -if·th " .~.....a: ~;...,..>~ 
LVV' U.., HJ ''OVVCIIIUC' Ie arnoun is' OVIer an £. • ntS ueHU tS~vllllnuvu 

t-hen the bank \vill be good positlon becausetheir ·risk wmreduced. On the other 
r-.and the tatalamGlh-"1t 4r-ecover-y mte-of -Cl loan was~·m2000·tMn m ~:900 
but that amount·is ffiso in 8 very h1gher posffion m2-G01 tip to November U'\8fI 
2ODO. l\nd rt 1$31$0 -$ very gOod .si9tl icr ~··barik ffr ~ fue -rlsl< leloss. 

Loan Classification and Provisioning; 

Number of Accounts·fortlfree·years: 

(Figure in 

,..-----_ .----... , 

Status 

1 Unclassified (UC) 

.\ No. Of Accounts} No. Of Acc'ounts l No. "Of Aetouhts .\ 
1 31.12..1999 1· 31).12.21)1)1) 1 31).1)9.2001 I 
I 784 I 922 1 644 .1 
J 1 j j 

7 ~ 11 J. 9 1 I Substandard {SS} 
j 
I 

j Doubtru1 {OF') 
1 
I I Bad110ss {Bl) 
I 
l-
1 Total Classified (CL) 

J Total as per GL 
J . 1 
1 Staff Loans : . \ 
1 Provident Fund {PF) Loan I 

1 Staff HouseBu"iiding Loan I 
1 (SHBL) l 

i Others . 
1 

II 1 
I I I 

J 6 J 1 j 

1 I. 1· 
J 336 t 318 j 384 I J 1 
1 l J I 353 j 328 I 411 

I 1275 - I 972 1 1195 
1 I 1 
I J J 
I 1 I 

24£ I 202 l 207 j 

I i22t 1'38 1 78 
• 1 J 

l I I 
I 87 I 87 I 

! 0 I 0 I; o 

1519 \ 1S86 1 1404 1 
~ .11 ! 
. I )1 
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In the loan classification and provisioning the Number of Accounts for three years 
it can be found all the status -

~ The total Number of Accounts for UC and Substandard are fluctuating. 
position in three years. That means in 2000 the number was increasing than 
the year 1999 and also in 2001 the number was declining than in 2000, so in 
the figure the bars are in the fluctuating position. 

~ The total Number of Accounts for DF, Bl and ultimately total Classified and 
Total as per total classified loans are decreasing for the three years from 
1999 to 2001. So the in the figure the DF, Bl, Total Cl and As per total Cl 
loan shafts are declining position. 

~ In the status of the Stuff loans and under this the PF and SHBl loans are in 
the declining position. So in the figure the PF and SHBl bars are in the 
declining position from the 1999 to 2001. 

~ On the other hand the other portions of Stuff loans - CCS is in 1999 was 
absent and others portion there is no figure. 

~ Ultimately, the total status position of the loan Classified and Provision is in 
the fluctuating position and that's why the bars of the figure are in the 
downward slopping. 

No. of Accounts of Loan Classif ication and Provosion 

31.12.1999 

o Unclassified (UC) 

o Badlloss (BL) 

Cl Provident Fund (PF) Loan 
CJ Others 

30.12.2000 

Year 

30.09.2001 

m Substandard (SS) 0 Doubtful (OF) 
Total Classified (CL) DTotal as per CL 

DStaff House Building Loan (SHBL) Consumer Credit Scheme 

DTolal 



Balance Outstanding for three years: -1 

\ Status 
J 
) 
> 

1 
I . I Unclassi4jed (UC) 

) 

SUbstandard {SS} 

1 
J 

(Figure In thousand) 

31.12..1999 f 

5863699 1 
) 5734665 
I 

41899 85742 

v 
1 j 

5702620 

32879 1 
J 

1 Ooubtfui {OF] j 511154 11aU4 1 51'6 1 
) 

J 1 
t Badftoss lBL) -t -=:-=:;:::-~ ~~L~~~_ 

' 1"671"006 i 14'6093'8 1 ·1"2304"85 
) 
I 

1 Total Classified (CL) 
I 

~ 1783538 
1 

'. .. : . j 1 
- - - - ..... . ~.~ -= 

1916532 r 1494333 

7100962 

I I I 
1 Staff House Buiidina 'Loan 100827 
1 rSHBl)-

'~Mt> 
1 

170231 

1 Consumer Credit Sch~me - 2781 
1 

2605 
1 
lOthers 

1 
0 0 I 0 

I 
1 
\ TDtaI 
1 

7767244 7S31-833 7400500 

In the loan classmcation and provisioning the amount of Balance outstanding for 
threeyea;sit -can be iOUnd -of tift 
too status -

>- The He and OF amounts are in the downward po$itbn that means the 
amount-ofUC and Of are.,gone 00wn for the last three years and that's why 
the bars are in downward slopping. And als{} the emot...m -of CCS is in 1999 
was abser,t' but Wi 2001 the amooot \\~S -gone cdown -than m 2000. So -tile bars 
are gD~ng downward slopping. 

};> The SS, Bt, T-otal-c-L, T-otalas -per-c-l are m the fluctuating -po8mon that 
means.the amount what the amount in 1999 then it was gone up in 2000 and 
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again it was gone down. So the shafts of the three years are fluctuating 
position. 

~ In the stuff loan except CCS the amount of PF and SHBL are increasing and 
that's why the bars are going upward, which can be found from the figure. 

Balance Outstanding 

7oo:xxlO +--------l 

g 5OOXlOO t-l 'f;XI-- ------j 

I'"" 

::: 
-= 400000O tI!:rtH-------ti) r:-:c0t00TIH 
~ 

E 

31.12.1999 

[J Unclassified (UC) 
o BadI10ss (Bl) 

Provident Fund (PF) Loan 
r::J Others 

30.12.2000 

Year 
!ill Substandard (SS) 
E3 Total Classified (CL) 
o Staff House Buikftng Loan (SHBl) 
o Total 

30.09.2001 

o Doubtful (OF) 
o Total as per CL 
• Consurnsf CrecXt Scheme 

~ So ultimately, the total balances outstanding of the different status are in the 
fluctuating position. That means the amount is increasing in 2000 than in 
1999 and again it was gone down in 2001. So the bars are in fluctuating 
position. 
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Interest Suspense for three vears: ., 

1 Staff Loans ~ I ' 
1 Prcr.ftdent Fund (Pf) Loan 1 
1 j 

o 
i 
j 

(Rgure in thousand) 

{) 

o o 1 Staff House Building Loanj 
! (SHBL) j 
l~~--~-------------r-------------~-----------~-------------I Consumer Credit ScP.eme j o o 

o () o 

740772 707338 

In the loan c!assmcation and provisioning the amount of interest Suspense for 
-three yeats it can be ·fouhd from aH 
the status-

}> The amount of UC, OF and Total as per Cl are declining gradually from the 
year 1009 to 2001 and also t~ amount SS is tower in 2001 than the year 
2000 and the amount was absent in 1999. So from the ilgure those shafts are 
Gmvmvard .sloppffig. 

>- Also the amount of BL and Total Cl of the status are in the fluctuating 
condffion, that means the amount was what m 1999 then the amount was 
increasing in 2000 and again it was declining in 2001. So there is 8 change is 



"C 
C 
CI:S 
<I) 
:s 
0 
..t: -.5 
OJ 
~ 

:s 
Cl 
~ 

happened in three years with fluctuating. So the ba(~ are in fluctuating 
position. That means the bars are in up and down position. 

~ There are no publications and calculated figure in 2001 of stuff loans figure. 

800000 

700000 

600000 

500000 

400000 

300000 

200000 

100000 

0 

So it is absent. 

Interest Suspense 

31.12.1999 30.12.2000 

rn Unclassified (UC) 
o Doubtful (OF) 
ClTotal Classified (CL) . 

11 Provident Fund (PF) Loan 
!11 Consumer Credit Scheme 
OTotal 

Year 

30.09.2001 

mSubstandard (SS) 

Em Badlloss (BL) 
o Total as per CL 
D Staff House Building Loan (SHBL) 
mOthers 

~ The ultimate result of the total interest suspense of the loan classified and 
provision is that the amount is declining from 1999 to 2001. So the shafts are 
in downward slopping. 
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Br{!n£h: Moti/hee/ Branch, Stamp gf Branch Ser[al fturnper (A,s pr;oy1ctep gil E!aag/5;J,desh ,B~nkl: 
On 31 .12.1999. 

(Figure In thQusand) 

,-----------------,---. Amount Classified fUndassified o r ""'"'"-,----------.- , ~--y---~-----.,...,.----,..---.-----

Base for PJQVision for 

;-.-- . - Balance Outstandin 

unClass. itTUbstan Doubtf Badl 
Los$ 
(BL) 

SS OF 
. .. -.,.-...,. , ,. . -

Sector Total BL Amount of Interest 
(1) (2) -ad -dard ul (OF) (7) (8) (9} p'rovision Suspense 

(UC) (55) (5) - required (11) 
(3) . ("!l J~l JtC!t 

1. Continuous I 1891348 538748 I NlA 471 104 881496 N/A : 3321801185842 357320 509420 

2. oem. and I 540078 I 402409 I 18020 
loal) " " _ _ 

35706 II ' 83943 -118020 I -3570~6 I 81424 106905 720 

64935 66861 132796 3. Term Loan 468742 194540 23819 NJA 25Q323 N/A rNjA 
(IL) Up to 5 _ 1 
~~ l 

! 4.1L Over 5 4747068 4728002 N/A - 4344 14723 . N/A i '. N1A' , NIP. I · 47280 ·· 1 97838 

5. ;~;:Term N/A N/A N/A ' ~A N/A N/A, 1 r..JJA ' I 'N/A - " N/A " · 1 · . NIP.. 
(ST) Agri 
.lI'v1icro ,._ 
Sub TotaE ' ~r7647236 I 5863699 41899 511 154 II 1230485118020 I 3678001 332201 

6. Staff Loan I 120007 N/A N/ANIA NJA N/A N/A: NIA I N/AN/A 

Total 7767243 I 5863699 I 41899 I 511154 " 1230485 I 18020 I 367886 I 332201 

578386 

N/A 

578386 

, ... 
740774 

N/A 

740774 
L---.--.-...-... ' . . II , .!J.....--,... - . ~--...--.....,.. . J . 1 .. -----.-..-J 
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§JrI!lJsftJJ/J.Qmfu~'-Jmmfl~~llJil~if.JfJJill1£tt~~:@.L~illllimC{t!fo-.Jllj~ig~SL1[J{,~ill,ill.h&~~J1-13-.§'!!kJ;. 
9~U~bfQlQj?: 

(figure in thous8Jn(i) 

" ---'-A.m',ou-nf6ila~;sifia~TUin-~I-assi'fi~e(ro;:---'---r-'-B;as;e-~fo-r-piovisTon-fo-r -- . 
I ~!a la!;1lc~~ C/utstandlll1o 

'-""~se~t;;~'\"· ~·\-·-· '·~'-n;t~;'''··l·'·u;~cfa~;~fi -S~;;t;nlD(;U,ilbtf~,r-13adT-
P) (2,) . -ed d~lrd (OF) ~.o~;s 

(lJC) ($Sll ($) (Bl-) 
(3) (.4) . (6) 

·-',·'··-i~-'''"'''''-----:r---'--··-''' ·"-\_'--'''''''---1''''''-''''''''''''''--·· S:S I OF ElL A~naunt hl1tere$t 
en (~I ) (:9) of SU!5pense 

pl'ovisio (1:1)< 
n 

requ~re.d 

-.....,~ ,.. " \o.;-<""'.:.,.."'--·"""~ ........... ~ ..... _x.""'-": f "'~~,, ........ "".~.QW~~ ........... ..........,.--"'t"I'\ .......... 1'""~--....'\ .......... ~ 

1, Con,tinuQUS 2015149 ~)14544 13;222 g8()1()113~373h2(165l'43304-..,t4R(703l"'5z~t3-1--------·· 5507Q9 

i~)8r~r14403€-- '---o--~--r-Z-2986~r1 2 ~;549-T~--144(-)60 
-.-.. --.... -.,..,......,-.-..,-,...-,-

136.87' 
,~~,-,-'~.,----,--~.----.. --~,.--, ~-,.,--------- '-~---~----'-~1--'-'--~ 

6, lD'ennalnd 62137'71 46'1750 10 
to~n , 

7~ '-Te;n=n~[Lo:an----'--~~38-2~1-4'- !-- --~~1E)634 '- --I~-'20225- ~-~385S--r' 1 ~j8497--f164~f412635--~r43;876" r--50643~T~-1 fi996'-
tTL) Up to 5 "" . " 
Ye<lrs , J ' 

8-,'- --1{:L- o~er'5'---' -45€j~d~6~~ 1'44-4173~r -'32295~~~rO,30 ' : ,- ';:;: 6---lTa35r-r--3-6593~ ~ e.ar!:;. 'I '<, . I 9~'--SllQrtT6';:ill;--'-'-'o" -~ " - '---~-'o~~'-t~--o-'-~ ~--c~~t';o-l-'C)-'T'-o--'-~I-~ 0 -·----T--~-o--·--~r·---Q."7r'--

I 
CST) }\.gri ' 
IMll~rc) 

1-'-----~;-u6-1:a~31~-~r-765-1 .. 19iji-l'-5734667: 

r(;~;wrCo;;n-rsp637T..,--:--I--:-'-r-:-------~~ 

[=~-~~==E~I~~~~1~T~~~~E1Z~178~J 

o 68384 --'14e6e~~ 

65742-'l'178884--~-r1-67190S1S683()11 055181€-68128 r-~i8000o~1~767339~ 

~~ 
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k9JJ.!1 ,C{a~;#.fi~9.ti9-n, ~Up1{1l~!y ~lS, Of! ~~:12'l2qQJ!':' 

(Figure in thpusanc.f) 

I~'C.-~::~~d~·-----~:~~ts --- ~~~w.? -~~~; I-sr~! .. ~~~ .. :-. -T~~~~!~t~r-~~~.~~n~'~.i~;5. :~~---.. -6adiGi$;;-~~-'1§719065Ta"T~8-h11ii6ii'347r66?Tif8OilT-6ii8T27900 

Totaicia$Sified ~--'-354--'·~·-·191653270n""-'67'29253$7 · ', ' 'S7061245T"r~3304'i4'1'47-'1-~73'21'~-n38" '-""' 

. 1956356 0 I 57346659 
J - J -- - • • " - ~... ' .- --'-~,",,-.---~----"--~.-~+-.-.--.-'-----'-----'-.--r--~-'--.. --'.-~.'----.-. ---... ----

Total I 1276 I 7651198407' 1"~400"~56'88i"3 ~7 I 7$959$847 
_ __ . ___ "': ____ ._..-.,~_____.-.-_._.~ _ _ . --.--L.-_.-.--,_._ .. _.----. ..........,~~.~~~_,--_-.~ ....... ___.._.,-.--. -.,L-.----~-.____,-~_,---.--,-J...-~____.-_,_--'_._~....., ___ ...,_...........-:: 

.... 
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(Figure in thousand) 
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r~'-~-seCtOr'~~"- '-"TOt;'" Uncya;:Sifi ~!;i;;~~.ts~g~~ '---Bad/~' '-ss-,· _,~r ~'-eL--' Al1wUr1loY'-" in,t;;e$T' 
I (1) (2;) -ed ard (S5) ~ (OF) Loss ~7) (8 ~ (9) provis~on $u15pense 

(UC) (4) · (S)\:, .; (131.,) r r~q ~Ired (11) 

•. r~~:~=~~=T~!~=~.~=- t.·.;~ .. ;,.- ~:~I·:~~: l~~ =~~3~8~~ ~oatn 'T .. . /i:" 

3. ;--Teri=n[o~n---- ~4035f8- --f60209. -- -'-"-228~d'~"- -·~}.JI.M~ ~12547-8"1'1$44Tr-NiA'l--26825l~271-5-'--'~r'- ,81502-< 

Ve~r~J p to 5 .'. :"J ~~{$;i 

:.·:~~~_~~~T44:::6~ -~:- •.. ;:~;' _ =~:~r~:~I~~T-=:;~=7:~;~=r 1~:l8_ 
(ST) Agri 
IMicrQ .. -----..,.--.. -c--'·-~r ',' " . -<-f"......-;..........,....·~....,----t--··~. ~~--,-

Sub Totel: 7196963 m 5702629 I 32680 

F~~~~~ 
~~n~~..............: 
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~~ ... ~~ 

32880 

~516114609:ie 126of914s61701222 r 7 6$6n ~,~. --~.~. 
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'~N7A--r"~N7A--J'''-N7Al~~--NIA~rNIA-~~T~N7A 

.=~~~p~EI~~r~~4·88226 · 
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The previ.ous dala is kept in Motijheel 13ramch and enslyzEl it because thqt i5 the l oca~ b(anch and rnainly all the 
intforrnalt!Qn of other b(anche~ are reseiN~d in th~t br8lnch:. As a IOCC1 1 office of the city it meintains all the vast inforrn2lti(m 
and 81! t ht~ information is provided to the Head Office fr<)m t.lhis br(3nch , 

L.piJ.n .g~.§~f~c~tio~ S:Uf11~n~llJl ~s. or ~~.O.~.:2~Ot 
( Figure in thousa.n(f) 
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~ SUbSja"da-r(ft-~ 9--'-t-:i2a79359l ~-68cio809 ' T----o ----r~' 26078s50"-'''''1-~-5215709''T~ 
~:r=:=- ~ :~:: __ ,~~~~::8f:~:~~~~~~b "~~:3 __ ~ 
---"'--ro"tai--'±""-en- . 7196961584' ~488228162~91428062'1-727756:3901-'763i91-;£7 
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Usual Conditions For The Term Loan 

Both too sponsors and the company wm ~ to perform some roles as usual 
conditions for the term loan. All those are as follows. 

1. The Sponsors Roles: 

The roles of the Sponsors are: 

}> Complete the pf{)ject and meet atty short f-all, of the -cost of the ~sed 
project out of their own resources. 

>- They will. have to submit quarterly report on the implementation of the project 
to the Bank. . 

2. The Company's Roles: 

>- Display a signboard at a conspicuous place of the project site indicating that 
the tHe Bank Ud. has financed the project . 

.,.. Employ suitable persons having suitable academIC background and practical 
experience in the area of pmductkm, f1nance, accounOOg, and mmk€tmg for 
smooth operation of the project. 

r They have 10 arrange meetmg of its Boar~ of {Medon; at reast :once in €ach 
quarter of the year, to discuss the affairs of the company and submit the 
minutes of suCh meeting to the Bank regularly . 

.,. Maintain all books of accounts properly, which may be Inspected by IFtC 
Bank Bu. 

y Submit to IFIC Bank ltd. the audited Balance Sheets, together with the Profit 
and loss Accounts, of the Company for every iinanciat year ·wfthm four 
months from the dose of the Company's financial year. Also furnish such 
o-'Lher tiata on the pmject to the 1FIC Bank Uti. and/or any other agency as 
IFIC Bank Ltd. may require edv1ce. 

r Agree that the Bank "\~ ahvays have the right 10 transfer to any lndfviduaI, 
company, bank or other authority the ownership or the loan together with an 



collateral to be given by the borrowers and/or guarq~tors 10 case of failure of 
repayment the bank loans in time. 

r Agree that the Bank always be at Ilberty to obtain and gather full financial and 
credlt mformaftOO .on the borrowet'{s) from other itnantia1 fnsfrtufmns .. 

r Agree that the Bank will be at liberty to publIsh notices and information on the 
borrower if the borrower falls to repay Banl<:'s -dues as per repayment 
schedule and in that case the expense incurred thereof will be borne by the 
borrower. 

';- Abide by the rules and regulations of the Department of Environment and 
P6flut1on Control. Government:Of the Peoples RepubftC of Ban9l~sh. 

There are some restrictions and ruies for the cori;pany 'that what they cannot 
perform that rneanssome prohiliIDons for them. ThOse 'are: 

3. The Company will not perform: 

There are some roles those are prOhttmed fur the rompany. Such as: 

>- Make any amendment or alteration in the Company1s Memorandum and 
Articles of Association vfflhout obtaining prror approvat 'Of tFtc Bank ltd. in 
writing 

r Provide any loan and or make any investment for other purpose out of the 
funs of "the project. 

r Provide any loan or advance by whatever name called to any of its Director, 
Shareholder or fnrnlcompany in which its dtr~ors or shareholders have 
interest. 

>- Fumlsh any corporate guarantee to other company without Bankjs 
p£-rrn1ssion. 

;r Undertaken any fresh capital expenditure. which will hamper repayment of 
Bank's perrrnssron. 

T Declare dIvidend without paying Bank's dues. 

)0- Repay any sub \oanJ Directors loan without adiustment of tftc Bank's dtles. 
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4. The Company will provide undertaking to the effect that: 

,- rhe shares held by the existing directors of the Company that woutd not be 
transferred to anyone without prior approval of lFiC Bank Ltd. in writing. 

5. The activity of the completed documentation: 

The documentatlon of foan wiH be comp4eted witrnn three months from the date 
of communication of sanction thereof, otherwise the sanction is liable to be 
wtthdravm. 

o. The interest of the loan: 

tn no cases, the mt-erest 'Of thetoan of 1FtC Bank's wilt-be released and/or 
reduced. 

The Loan will be classified, if two instaHments remain unadjusted at any 
ref€rence date of Classfficetkm, Which will be rcllectedm -{heC1S report of lhe 
Company_ 

B. General terms and condition of the loan: 

The loan \¥ill further be governed by an other general terms and rondffrons <ff 
IFIC Bank Ltd. 

9. Loan sanctioning terms and eondition: 

The above mentioned sanction of loan and the terms and conditions thereof are 
subjectro amendment, fi'lbdffica.fion and/or WtthdtewalwfthOut notfCeat ihe 
discretion of IFIC Bank Ltd. 
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List Of Documents To Be Obtained For The Term Loan: 

1. D.P. Note. 

2. letter of Arrangement. 

3. Letter of Disbursement. 

4. letter of lnstaHment 

5. Letter of Disclaimer. 

o. letter of Undertaktng. 

7. Letter of Hypothecation for machinery, equipment, fumiture-ftxtureand other 
ltoatmg assets of the Company. 

8. Deed of legal mortgage for Tk . ..... ..... .. Lac on ..... " ... :.:,decimal tand at Mouza-
.............. , Jl- .......... , Khaitan-- .......... ~. and .............. ;Pk*- ............ Sub-
Registry Office - Dhaka Sadar under municipal holding no. - ........... DIT 
Road, ... .......................... ~ .............. wP.h a : .............. stortedCommerciatrum 
industrial building thereon, standlDg in the .name of Mr.l Mrs ....................... a 
director of the Company valUed ............................... assessed by Jorip - \')-
Paridarshan - a 8ank's enlisted surveyor - duly registered with the District or 
Sub--r<egistrer . 

9. Form XVIII for filing charge with Registrar of Joint Stock Companies under 
relevant sections of Company Act 1994 should befiDed within 21 days {)f 
execution of documents. 

10. Personal guarantee of a!I directors of the Company. 

11 . Certified copy of resolution of Board of Dlrectors to borrow lunds, execute 
documents and comp1et€ other formalities m Me with Memorandum and 
Articles of Association of the Company. 

12. tnsurance policies for machinery, equipment and furniture - nxture of the 
Company with adequate value covering usual risks viz. Fire and RSD. 
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Requires Papers / Documents For Applving T~rm Loan Limited 
Comeany; 

I. Memorandum and Articles of Association certified by Registrar of Joint Stock 
Compaffies. 

, 
2. Copy of Form - XII duly certified by Registrar of Joint Stock Companies if 

there lS any change m the Directorship. 

3. Bio-data of the Directors of the company mentioning Fathers name, Mother's 
name and Husbancfs name in case of female Dir~> TIN No, fndividuaI 
Net-worth. 

4. Detail Feasibility Report comprising Technical , Management Marketing and 
financial aspects for proposed project {New I Expansion I BMR€}. 

5. Past performance with Audited Balance Sheet of previous 3 (three) years in 
case 01 exlstmg~ . . 

6 . Particulars of security offered with Chain of Documents. 

7 _ Set of accounts at teast two· competitors {if pubHshedJ-

8. Bank Statements for last 12 months from prevlous Bank (For new customers). 

9. Busmess PfEil) . 

10. Application in the Bank's assigned format. 



Issuance Of Bank Guarantee 

The entire Bank has a common performance for their customers. it is like the 
tssuance of Bank Guarantee 00 beReff ¢f Its clientsls a cQffimOh oohldng ~ 
to be rendered by a commercial bank within the preview of credit portfolio of the 
bank. Guarant~ are expressed and specific assurance of the bank 10 make 
good any financial loss the beneflCiary of the guarantee may sustain when the 
party named m the guarantee on whose behalf the guarantee is issued faits to 
perform the contract and/or discharge his or their obligation. Although the bank 
issuing the guarantee is not called upon to pay the amount immediately the 
obligation undertaken in the guarantee is of no tess magnitude than that of actual 
credit disbursed as the bank ts substlfutffig its QWh credit where its customers 
credit fails and on demand the sum guaranteed is payable. U is therefore, a 
contlngent or anticipated fulancial fiabitity. 

Concept: 
" 

Proportionate with the need as may be warranted by diverse directional ever 
expanding busmess adiVities of its dients a bank may be required to issw 
variOUS types of guarantee Hke.:.., · , 

ji.- Tender bond 
r Performance bond 
~ Advance payment guarantee 
r Investment bank guarantee and other miscellaneous types of guarantees. 

Sometimes the bank may be ~ntial to coosofujate in a smgfe bond of surety 
undertaking direct obligation under the surety bond. 

PrQvision: 

Whatever may be the type of the guarantee, before issuance, the speelmen of 
the guarantee shotikibe thor-oughly examfned io ascertain fuat it has no 
ambiguity. The issues like-

r The extent of ftabflfty {guarantee 8ti'lQuffi, fliterest, Charges. etc.) 
r Validity (contract period, claim submission period, clause of extension etc.) 

and 
>- Responsibility of the bank (on demand uncondltional, at own initiative etc.) 

should stand dearly defmed, 



Duration: 

Usually a bank issues guarantee for a SpeciflC period of time not exceeding one 
year at a varying percentage of margin and security determined. on -the basis of 
customer and banker reletionship end nature of liebility underteken. A benk may 
a1so issue guarantee for longer duration or a conttnuing bank. -guarantee subject 
to its security aspect weB taken care of. 

Determination Of Security: 

Since the bank is to remain prepared for eventuality such as - payment of 
guarantee and consequent forced loan, it is essential that the aspect of security 
is conskiered in that light. In case of those guarantees where against the funds 
are released by the beneficiaries the b;suing shouki be more particular while 
determining the security. 

Operation: 

While progression for issuance of a bank guarantee. the branch shoukl ask the 
cltents 10 the foUO'vving necessary papers" Jhose are--

_~;J.f?:~;' ' ~": ;:/ 
:..:.-<. i: 

>- A written request for the guarantee s~fying the purpose, amount, period 
and 1he security offered. 

T The details of the security other than the cash margin. 

, Specimen of the guarantee ("in -case a prescribed pro-forma -does not exist, a 
specimen may be drafted to sun the requirement incorporating the amount, 
-tenor end pUrpose with bank's obligatkm cleerlyspelled out). 

FormalitJe~ : 

White deciding the issue a guarantee, the following should be obtained prior to 
issuance. 

T Cash margin may be determined. 

, Counter :guarantee signed by the dient. 

';- Specimen of guarantee duly approved by the customer. 

tn case the guarantee is covered by any other security clher then cash 
margin which may generally be of following types: 
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... Fixed Deposit Receipt ' .1 

* Sanchaya Parras or any {)ther financial ooftgation. 

... PIed~e/Hypothecatlon of goods and produce or construction materials 
or equipment etc. 

... Mortgage of immovable properUes. 

In sUCh circuffistancesthe legal requirements should be got completed and 
charge documents as may be required in relation to the type of security should 
be obtained. 

Central Bank Ru_les: 

It may be noted that as per directives'6f the Central Bank, in force, besides the 
margm that OOtenmood 00 the basjS uf custO~banker TetatkmSfflp the 
uncovered portion of the guarantee is to be g6tcovered by readHy releasable 
security - - -

Records To Be Maintained: 

The particulars of the guarantee-issueq Should' be recorded in the Letter of 
Guarantoo Register and letter of ~arrt~ margin ledger. S~ 
register should be used for entering the counter guarantee; other charge 
uocuments Of ~ ~ff any. 
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CIS (Credit Information Bureau) Its Importance in 
Restoration and Maintenance of Credit Discipline~ 

1, The credit imormat1on, which has so far been co\\ected by Bangladesh Bank 
scheduled banks and other financial mstrtutions are not broad based and 
systematized to be used by Bangladesh Bank, scheduled banks, financial 
mstItutions, Govt. of Bangladesh and other agencies for tt€dn poHcy and 
other purposes. 

2, Due to irregularity and inadequacy in the flow of credit information as 
mentioned above, the ~~ of dassified han {in re4ation to totai outstanding 
credit) was very high during the1980s. ' .. ": 

3. Under the situation n has become imperative to equip the banks 'with requisite 
credit information for processing the toan appncatio~s of the borrowers. 

4. With this end in view creatiOn d Credit ltifotmatiOn .~ureau was ~tty felt 
and proposal was put fofward ,bY"various organizatiOns, such as National 
Cornrrnssion for Money, BankinQ'ariQ Credit {m198€) and the World Bank 
(vide Report on Financial Sector RefOrm in 1987 and Task Force Report in 
1990). 

5, The above proposal came intoreelny when the Board of Directors of 
Bangladesh Bank in its meeting held 00 August 18, 1992 approved the 
creation of a fuH-'ftedged Credn Information Bureau in Bangladesh Bank. 

£. The Credit tnrorffiaoon Bureau, Bangtadesh Bank has undertaken the 'task 'Of 
coilecting and storing detailed credit Information and retrieving the same to 
the banks, financial institutions and other organizations for policy putl)Osss. 
The timely reporting of accurate credn information will heip the users of CtS 
report 10 a considerable extent. Proper recording {)f bormwefs ~ in 
segment -1 ,2,'3.4, and 5 for creation of CIS data base is extremely vital. 

1. Collect all sorts of information in respect of the borrowers (having outstanding 
balence d Tk. to lee and above). Recentiy it has <!ecided to roNect quarteriy 
information in respect of the borrowers having outstanding toan of Tk.1 lac 
and above with efrect from September quarter, 1999 from the scheduted 
banks {on quarterly basis) and other 'financlal institutions {on half-yearly 



basis). However, It has been decided to collect, In aqdltion, information from 
the schedulOO banks m respect of big selective borrowers (Taka one crorn 
and above) on monthly basis with effect from April, 199a. 

2. Creation of computer database in -order to feedback the same information to 
the banks, other financial institutions for quick processing of new loan 
application, reschedufing effie. 

3. Preparation of various reports for MIS purposes to be used In Bangladesh 
Bank and Ministry concerned. 

Functions 
- . ' 70 ~ 

The following are the main fun~ti?~~ of em : -
oj,,:, ;, "~;'" 

1. To standardize ~'11owoo 4oan$/~s. 

2. To increase the speed and accuracy with which the ~it informaoon is ma<ie 
avaHab!e to banker assessing ~ risk. 

3. To create all integrated information package by combining the information on 
dassffled mans wfth the informatiOn 00 newly -sanctioned ·loans to the 
borrowers. ".~ .. 

4. To integrate the defaulted loan information in the (CIB) for timely submission 
to the OOnks fOt roan appHcation processing. 

5. To create MIS on credit informationviz .. recovery, disbursement, 
ciassfficatkms etc. fur use the Gov~, Bangladesh Bank end other 
natiDnal and international financial institutions. 

6 . To estabRsh a system in the nncrocomputer unit of the em for effective 
support of the bank's lending operations. 

7 . To make policy -decision to incruoo mforrnatkm of the development ~ 
institutions (DFis) dealing with toan·term industrial finance for the benefit or 
the banks and DFTs. 

8. To help the commercia1 banks to generate their own (automatic) database 
systemfortimety submission of the cro<:Ift lnformation to em for preparing em 
report. 

9. To achieve co-ordination among the parties involved in the eta. 



10. To make policy for keeping ultlmate security and cot;mdent1ality of CIB data 
and reports thereon. 

~ 1. To convey the CIS information to banks as quickly as possible for quick 
dtsposal or their toan apptications. 

12, To conduct itself supervisory job (survey) in case of need to review the 
correctness of the lnfurmation submitted by banks. 

13. To prepare various CtB reports pertaining to the borrowers. 

14, To prepare summary reports on ~ infCtrmetmn at C18 for ~ 
purposes. 

Present Posmon 

1. Slnce the Incept10n of Credit Information Bureau (ClB) in Bangladesh Bank 
various crean mformation {Pertaining to banks and financial institutions) arB 
being collected, processed and distributed to the commercial banks, financial 
mstituHon, Government officers and &:curity&dlange Commission. The 
1nformation so far coUected by CtB are: 

i) DebtDf'si Borr-ower's information {Segment - 1) 
Ii) Owner's information (Segment',,2) 
ill} GrOOp/AffiUetkms Wormatkm {segment - 3) 
iv) Credit Exposure Matrix or Finandal information (Segment - 4) 
v) Truro party guarantors information {Segment -5) 

2. Of the above, information of serial no.1 through 4. information are structured 
end necess6ry software -has been develOped fOr providffig :credit ffifCfmatiOn 
to the banks and financial institutions for loan processing purposes, Beside3s 
software relating 10 1he various credit information has been developed for MiS 
purposes. 

3. At present on an average CtS is getting six hundred request per day (for 
credit informattoo) from 1he banks. -financial institution and Govemm-ent 
officers. CtB is giving those reports within 24 hours of receiving the request. 
Report oomeffis not ooly OOtrowefsmformatkm but atso theft owner'$ 
(including other related business) and group's information. 

<4. Software regarding guarantor's information are ready 10t necessary use 
Guarantor's information wat be integrated into the main database and wit! be 
induded in the cm reports in due course. 



5. Recently ·CIS issued adrculer for coHection of data u::1atlng to the eRR 
{Credit Risk Rating). Fmancia1 Scores Viz-V-Score and Z-Score from the 
scheduled banks. This information will uitimatety be retrieved to the 
scl)eduled banks in oroer 10 provide morehetpf>~ too!$w lhem while . 
processing loan application. 

Some Basic Concepts Frequently Used in CIS 

CIB has thelr own basic concepts to find out company's different ideas, past, 
present sRuation end also predict "the future thoughts. Those COhCepts are: 

1. Soft Ware: 

To perform the most frequentty needed task and computations with the help of 
computer J)1"'Dgrams are devised. Such programslinstructkmsare caned Sclt 
Ware. . . 

2. Hard Ware: . 

The electrical, electronic and mechanicai devices that make up a computer are 
catted HardWare. 

3. Database: 

tt is used for a file (or series of 11les) or data so structured that its contents can be" 
used in a Computer to pmvkie input t-o several syStBms. 

4. MIS (Management Information System): 

A system whereby mp management gets theinrormetron it needs to make 
decision. This information consists of both financial and non-financial data and 
almost 8N'Jays reqt...>lrBS the heip of a computer to be organized into usable form. 

5. Off-line: 

Describing a computer system that does not process input data as they are 
recej'/ed but stores and processes them at some tater period. 

tt On-lIne: 

Describing a computer system In'whlch input data are processed as received and 
output data are transmftt-ed as soon as they become available to the point wher-e 
they are required. 

7. CRR (Credit Risk Rating)IY .. Scorell-"Score: 
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Lending banks and flnanclal institutions win henceforth.{w.eJ. the quarter end 
June, 1997) subrrut informat1on to CtBoo eRR, Y -Srore and Z -Score as per 
instruction of Bangladesh Bank. This wilt help the Lending banks and the 
iinancialinstltutiOnsto decide issues (regarding Sanctlon of loon) more promptly 
and smoothly. 

Those scheduled banks that make lRA (lending Risk Analysis) win directly 
Sllppfy information on CRRfmm overdue risk score matrix. ffifmmatton 00 

flnandal score such as Y-Score end Z-Score wHi be supplied from spread sheet. 

Those banks, which do not process mformation by lRA. witl supply information 
(by grading) making a comparison with overall risk score matrix. 



Processing Of Limit Application And Sanction 

~ ~ t'Jnctton to extend cre-d'rt t~cilrttee., the BarlK has to pc:ocess the ll~ 
proposa1s and accord sanction in the following manner: 

A secured advance may be -gfanted t-o a party 'on\-y after-g-etting a limit sanctioned 
from the ·competent aut-horny. 

Party to App1y: 

For obtain1ng a s-ecured advance agaInst any -ot the. securities specit~ed tn thiS 
Mcmual, the PBrty must mak'e an ~pp}ication Tn cttye'Stand8ro form in\vriting to lhe 
branch whBre the borroweimalntalns hls or her :Operative account. 

• " ," " /. ," '.. 'I 

/",'- ,;." '" 

2. Cr-edit R-epgrt: 

Loan/Advance Pr9pOsal: 

For obtaining a loan I advance the party must make an application the 
standard tonn In "\lI.1frtin'g to the branch where they marma1'Atheir-operatWe 
account. 

Functions after submitting appHcation: 

After rer-veMng the apphcaton iromthe .party ,Branch l-Aanager wHl tak-e 
immediate steps t-o compHe report regarding the party, based ·on the 
10MovAflg sources -of lnformetkm: 

i) Persona~ investigation 
ll)Gonntieffi1al-reportsoom-

#- Other banks 
.::#Head -office -and -lOT branct..es 
#. Chamber -of Commerce 
'# Trading Account, :Pro¥.talld -l .. vss ACCGiJflt, Eclance 

Sheet, Memorandum and Articles of AS'soCiatmn,if 
any ,and otner doc"tlmem-s "S"L"hmttl:"ed -t-y the party. 
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iii) CIB from Bangladesh Bank, 'as the case may be . . , 
tv) The av~age balance and the present balance maintained in the account. 
v) The nature of operations during the last six months and 
vi) The date of opening of the accotmt. 

3. Preparation of limit Proposals: 

The Branch, may prepare a limit proposal after betngfully satisfied With the 
following points: 

1) The financial position of the party. 
ii) Purpose for which advance is required. 
iii) Neture -of securities offet:ed. 
IV) The repayment arrargaments. 

4. Guidelines to be folloWed in ~:W;adng Limlt';;oposats: 

Prepare a limit appHcation the Bank's standard form along with a financial credit 
of the borr-ower as pergu1deItnes'Qiven here under. A fresh. proposal is prepared 
taking into account the following guidelines: . 

i) Name of the party end hislhereddress {both present end permanent). 

ii) Names of allied concerns, jf any. 

iii) Year of establishment. 

iv) Dete when account opened. 

v) Tumoverduring the last six months. 

vi) Dealings with the Bank. 

vii) Average balance during the last six moths ami present baIanc-e 
maintained in the Bccount. 

viii) Dates on which .account was in debit during the last six months and 
reasons for non-adjustment, if any. 

ix) Balances maintained in allied accounts, if any. 

x) Liquid resources of the parly consisting of cash, bills receivables book
debts and stock should be more than short-term liabilities of the party. 
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xi) Constitution of the firm. .~ 

xii) NBme(S) of the proprietor, partners andJordirectors. 
xiii) Nature end scope of business. 
xiv) Assets and liabilities of the firm or company as disclosed by their Jarost 

balances sheets viz: 

• Cash, goods, mvestments, landed property -etc. 
* The extent and nature of liabilities. 

xv) Profits and Losses. 

xvI) Trading Account. 

xvii) Liquid Resources i.e. Cash end other assets easily convertible Into cash. 

xviii) PersoooJ assets of the proprietor/partners andIor'C1irectors. 
'7.. ..... 

xix) Credit lines availed with other banks in the same nama or in other allied 
.. ... . .i-. .... ;.I ,;..;.. ......... .;4 ... names tn TV ov,",vurnS. < 

xx) General reputation, commefutBf integrity fmd experience in business in 
which is proposed 10 ut#ize ·the money 10 be -botr<iwed from the &mk. 

xxi) Business given to the Bank during last six months inc1uding imports, 
exports, bills fur rolIeOtkm -and remitltmC~s etc. 

xxii) Business expected. 

xxiii) Amount of limit required and its nature. 

xxiv) Purpose for which advance is required. 

xxvi) Name, worth, business and address of Gtiarentor: if any. 

xxvii) Rate of interest. 

xxviii) Period for which advance is required. 

In case of seasonal advance it shOuld be ascertained at what 
period of the year m8ximum uccommodation will be required ood 
when the advance will be fufty repaid. The borrower's promises 
~ ~yment should be OOtisideted in ~ light {)fell the 
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relative circumstances to avoid an optimistic view of prospective 
profits and coHection of -outstanding etc. ., 

xxx) Other facilities enjoyed by the party either in the same name or in allfed 
accounts with our Bartk. 

xxxi) OpInion of other banks regarding the financial position and reputation of 
the pmty. 

xxxii) Report of CIB of Bangladesh Bank. 

xxxiii) Existence of sole bankfd mIationship with the party. 

xxxiv) Amounts of edvance required is reasonable compared to amount of self-
&NnOO capital provided by him. . 

.. .~. 

xxxv) Lending Risk Anafysis. , -'. ~, .. ') -:j" 

~.<,.:;~;j ;-, /~.,;.' 

XXXVI) Financial creait risk,' BiJItinoeSheet ~{Bfoocn Managers 
recommendations. .. 

5. Renewal Proposal: 

While sanctkmlng Iknits in case of continuous advances, the expiry date is flxed 
by the sanctiornng authority. Therefore, branch is requiroo to review the limit for 
renewal before expiry of that period. 

Urrnt appffcation for fene\vat proposal is prepared on standard form. The 
sanctioning authority after due conSideration may approve the hmit application for 
renewal either in fuR or in part and wilt communicate sanction to the Branch. 

At the time of the renewal of the limit, the proposal should contain the following 
ffifurmation: 

i) The extent to which the limit was availed of by the borrower. 
ii) If the limit WBS av8#ed to his satisfaction, whether the borrower has been 

resorting to excess withdrawals and causing his account to be drawn In 
excess of his limit or draWing powers. 

iii) The securities offered by the party are not deteriorated or damaged due to 
the passage of time. 

ivY The stocks \t-vere rotated periodica{{y. 
v) Whether the funds f3vmtedby the borrower ftom the Bank waS utilized fur 

the purposes it was sanctioned. 
vi) Whether there has been any change in the constitution of the fffffl, if so, 

full particulars should be given. 
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vii) 

viii) 

ix) 

x) 

xii) 

The general position of the account during the {)e.riOd under review, 
specially with regard to any heavy losses which the borrower might have 
suffered or diversion of the borrower's business to some other bank. 
Whether trre consideration for which advance was initially ·eIIowed still 
existed. . 
Whether deposits in allied accounts or business in such account, if any, 
were still with the branch. 
Whether the BCCOunt was remunerative or it was just an accommodation 
without any proportionete returns to the Btmk in the Shape of eI1ied 
business like - Exports, Bills, Drafts, and ITs etc. 
Whether the bOrrower was progresSive fmdwith the funds availed from the 
Bank; he·was building his bU$fnesS for better advances to the Bank in 
future. 
Whether the behavior of the ecoount was such as to Indicate that he was 
in active business. . 

'" . ,.;: )6~·.!;t;l-: '>,:;::: . 
o. Approval by Head Office and Branch responSible: 

i) Send original and duplicate copies of the limit apptic8tion for Fresh 
Proposal to the Head Office along with the financial I credit report as per 
gukJalines. 

ii) The limit proposal is sent to Hood OffICe along with supporting 
papersldocumentslinformation as per guidelines. 

iii) The sanctioning authority after due consideration may approve the limit 
application either in full or in the p8rland will communicate sanction 
containing detail terms and conditions to the concerned Branch. 

Iv) After receiving the limit sanction advice from sanctioning authcritythe 
branch allows advance to the party in accordance with the disbursement . 
procedure BS per terms and conditions cf sanction. The terms of 
conditions of the limit are advised to the party and confirmetion thereof is 
obtained from the borrower. 

v) Note the particulars of the limit application In the confkJemiallimit Sanction 
Registrar. The OffICer In-Charge of the Advances Department will initial 
the observant. 

vi) A separate letter is required to be written for each advance under 
COf'respoooence with the He&d Office wherein net more then one pa;ty will 
be discussed. 
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vii) The transaction in the cash credit I overdraft accQ~mts should be recorded 
in Overdraft I Cash Credit Ledger and loan in L-oan Ledger. 

viii) To maintain record of ntle Deed of properties ami other securities Title 
deed I Security and Document Register should be used. 

7 . LOBn Monitoring and Administr8tion: 

The concerned branch disburses the IDans ladvances to the party as per terms 
and conditions of sanction. The operation of the loan account is monitored from 
Head Office based 00 <ffffer.ent regular monthly statements <Jf loans and 
advances taking into account the following factors: 

I} The outstanding remains within the sanctioned limit. 
if) The interest is serviced regular/y. 
iii) T ronsactioo/tumover in the 'flCOOUm is satisfactory. 
ivY Instalfments Bra paid on. the due date. ,."" ,c '. 

v) li1surtmce wverege, Viheteepplic$bfe, is f:1deiitiare~f:1ntJVCt/id. 
vi) Irregularities pointed out byinternallexternal aUditorlinspection team are 

regularized. ' .' 

134 



Category of loans and Advances made by iFiC Bank and prescribed rate of 
interest app!icabfe thereof: 

Categories of LendIng 

i 1. Agriculture (Loans to primary producers) 
( 

I 2, Large and Medium Scale Industry 
I (Term Loan) 

1
3. a) Working Capital (Jute) 

b) Working Capital (Other than Jute) 
i 4. Jute Trading 
)5. a) Jute and Jute made goods exports 
I b) Othf3f exports. 
j 6. Other commercial lending 
I 7. a) Urban Housing 
1 b) Low CDst Housing 
! 8. Special Programs : 
I a) Small and Cottage Industry (Term Loan) 
! bOther S ecial Pro rams. 

9. a} Others 
b) Agalnst-

i} FOR 

II) Flnandal Obl1gatlon 
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Execution of Lending Risk Analysis, (L.RAl in Lending 
Operation of Banks 

l RA is assoCiated by the FSRP as 8 part uf its banking seclorreform pr{}Qf8ffiS. 
FSRP is that - the Financial Sector Reform Project has been established in the 
prior rnneties in Bangladesh with a vif!:MI to introduce about financial1:iiscipline 
through attempting appHcable upgrading proceeds in the financial sector of our 
country. Among the particular <ieveIoped measures that FSRP has so far 
authorized, lending Risk Anatysis (lRA) constructs an important set of activities 
that has been assigned -rorminimizmg and sidetrackmg nsf< mfunas busmess-of 
local banks both Public arn:! Private. 

Whole Banking industry is technicaHy bankrupt due to stumbling bad debts in the 
loan portfolios of bank. . 

Internationally -

" 

, 3 - 5% bad debt level is acceptable level of bad debts for banks. 

~ 6 - a% bad debt level is closely supervised by regulatory authority and Board 
of Directors of concerned banks signs Memorandum of undertaking with the 
central bank to tmprovethe position. 

r 10% bad debt leve! forces central banks to order stop lending activities unti1 
posftion improves. 

~ 15 - 20% bad debt level Banks are deciare bankrupt. 

A huge amount 'Of reserve has to be created against bad debts form banks' 
earning constraining expansion and growth. 

• Substandard ...... 15% 

~ Doubtful 
• Bad Of Loss 
• NBV-Iloans 

....... 50% 
100% 

....... 1% 
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Effect of classification - Non Performing Loans: 
# Generates no earning for the Bank. 

# Requires provisioning 

. i 

# Requires payment of interest on deposits to fund the classmed loans. 

# Leave Itffieoption but to fncre~ tending rates, thus making the Bank non 
competitive. 

The necesslty of Lending Risk Analysis: 

The main reaSOn of the LRA planning for the Bank is the main and the number 
one problem for the Banks m Bangladesh is 8ad Debt by provklmg mans. They 
have in the great trouble vvhen the borrowers do not repay those in time and 
sometime those borrowers never repay fue loan and·tnen aU 'those amounts are 
in the bad debt position. which is a very big loss for banking business. 

F{)r t his the Banks have no optionS hutto Ensuring Quality -of loans forthetr 
survival and grO'Nth in the tong run. That the Banks have to provide loans for 
surviving and growth their m<mltoty ~ by taking ihe LAA Plarmmg. 

Causes of loan Default are: 

There aredff'terent reasons are inside in the loan oofauU after laking loan from 
the bank. Those are as follows: 

,. Collateral Based Lending System Instead of Cash f!mv .. based Lending. 

;,;.. {P.red-ed Lenofng. 

;.. Insider Lending. 

;"lnterest \IIJeiver. 

r WiHful Defautters (20%), etc. 
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The Ways of Improvement of Quality of Loan: 

There are oifferent ways -of improving lhe quality oftheloafl. Those must find out 
and analyze by the Banks and by these they can control and less the loan 
repayment oofault Like-
;.. The bank must have to analyze the borrowers' ability to repay the loan on the 

basis of their planning to get the loan. 

T The bank must have to create channel to ensure that where and to whom 
they provide their loans those will be in the best uses. That's why the banks 
have the chance to get that toan in time. 

,. They have to remove those ideas by which they -can reduce the nOfl

performing and improvement of quality of loan. And those will reduce the loan 
defau}t. 

Action Steps For Reduce The Loan Default: 

)- Assess the risks offaoore to repay -of all the borrowers. 

;.. Decide whether to accept or reject loans. 

r Set prfce and terms on the basis m"the borrmvefS "types. 

y Obtain sanctioning documents and dls"burse loans. 

}- Monrtor performance of the borrowers In terms oft~ business, servioo end 
other positions. 

';- Ensure repayment and recovery of the loan payment for the bank future 
-expansion. 

For assessing the risk of loan payment and the risk offaHure to repay the toan 
than the bank must gofer the platmingto aoolyz-ethe borrowers, which -is -caUed 
lending Risk Analysis. 

Lending Risk Analysis (LRA) is simpty a loan proceeding iHustration. When the 
bankers go through this lending manual then 'it will be easy andunderstandabte 
for them to assess that the creditworthiness of their prospective borrowers, they 
-can the vast ideas about the borrowers. Therefore, lRA is such an mechanism, 
which is assureDly and directly related with lending information to analyze the 



borrower's f1nancla\, marketing, managerial and organlz~tlonal aspects 
subjectivefy and objectively. ft also facilitates the analyst· to know the security risk 
of the credit. 

Lending Risk Analysis encompasses evaluating the expectation of repayment the 
foans to the bank as per contract on the basis <:If analysis of ()ertam risks. Mainly 
when the credit amount is 50 lac or more than that then must go for lRA 
procedt.~ and als-o U fue ct€dft pclk;y needs to be renew befoffithe repaymem 
or expiry date then the bank need eta report about the borrower. 

T () analyz€ these risks bank€fS wilt need 10 ifll-up 16 pages t.M Form. The form 
leads to scoring various risk factors included in tending (Table A). lRA, first of all, 
has <iivided -the vanousrisks mto 1wO groups namely, 

a. Business Risk and 

b. Security Risk. 

The explanations of these two types are as foHows: 

B. Business Risk: 

Business Risk is circumstance with whichever· the borrowing company would 
lnterruptto originate adequate cash out ()f busffiessto refund the loan. Bus1ness 
Risk, the principal element of lending risk, consists of the Industry Risk. It has 
tv.,~ components: 

i) Industry Risk: 

Due to some external reasons a business may fail and the risk which arrives 
from extemai reasons of -the business is ~ tndustry Risk. ~t has two 
components and the risk measurements are ai50 as fullows: 

1. SuppHes Risk: 

When the business defaults due to disturbance in the stock of inputs, 
the f€suftent rlskthet would arise is known as Supply Risk. . 

The Measurement Of Supplies Risk: 

Measure Examples of Supply RiSks AnaiysiS J' 
-'-----_-'----___ ------1 ___ . . 



Price 

Quantity 

Quality 

, 
t=xpansion to expenditure ofsupplies.~ Review recent \ " . I? I ' I 

1 I reduces margJns: changes in Govt. 
) I Regulations, and j I 1 0 Discharge of price controls. determine ' 
!. Requirement of import tariffs. ! likelihood and I 
I . Conflicting fluctuatton of foreign ! nature of any 
1 j I exchange rates. future changes, 
I 

I ' Scarcity of supplies or unreliability of ( whlch may affect 
I " l , 

delivenes causes production lOSS: supplies -i I I , 

I. 
, 

Labor anxiety. I • Discuss with 
i e 

I Industry experts in Irregular power supplies. I I bank. I 
Imposition of price controls makes i tt 

I !- Discuss with I $uppHes scarce. 
I 

I 
industry J '0 Supply of raw materials disrupted by , 
paiicipants. , 

transport difficulties. ! 
i Critical raw material only avaHabie I i 0 

from one supplier who goes out {~ Obtain cost 

busineSS. f 
breakdown, and 
for each item on 

J 
i " Difficulty in obtaining right quaHty of 

\ breakdown, 
1 

i ' \ assess risk that I supplies results in inferior product I i 

t 
supptles of this 

i . Shortage of necessary skWed. Item are disrupted. 
i 

" 1 
f 

1 . Raw materiats of fight quaHty difficult i , 
I I to obtain. , , 

2. Sates Risk: 

tt 1s another element of Industry Risk. When the business faHs for 
Gisruptmn. in sales, t1-tis type of risk would generate. 

The Measurement Of Sales Risk: 

I Measure 
1 
I Market size 
! 
J 
I 

i 
I 

i 
j 
1 
1 
! 

iF-
1 

Examples of Sates Risif.s 

Sales reduce b-..acause totaJ 
market size drops-

i i,: . Customers are switching to 
i substitute products like - plastic 
1 replaces jut~ for making sacks. 
1 -0 The marketfs seasonal furtike -
1 sweater, fans, umbreflas, etc. 
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1 Analysis 

1 Obtain industry turnover 
1 data for at least 3 years: 
I , 
1 
1· 

1 
I 
I 
J 
I 

Search Govt Statistics 
!ike - "MonthlY 
statistk.at buU0tln of 
BtmgtedeshH puOOsned 
by Bureau of Stattsf.cs; 



! I . The market is cyclical like - . ~ t:xport Promotion I \ 

I \ Fridge, TV, VCRs. Board Publications. I 
j ) • Contact industry 

! 

I 
I 

groups. 
I. Obtain data for targBst 

! ·1 players and extrapolate 

! 
for whole industry. 

j 
! I 

I );.- Determine if the \ ! I 

I 
I 

\ product is obsolete, \ 
I seasonal or cyclical or ! I 

1 
none of these. 

1 

I I 
I 

! 
I t 

I l~ Predict grovvth or 1 
I I decline in market ! ! I ! I I turnover over next few I I years. I 

I ! ~ i~ j ! Increased · Sales decreased as a resuit of Analysis financial data 
i competition 

I 
increased competition-

f 
for at least two major ! 

I I competitors. I 
Govt. Removes a monopoly. 1 

f , 
I : -

1 I I 
Competitors introduces ,new j '-. Determlne how I I e I I" 

! I I i I production technology giving company diffNe~ces 
! \ I 

lower costs or better quality, or I itself from jts ! i 
i i ~~ . competltors; I 
I I · New companies are abte to enter . , 
I 

I 
Better quality_ i market easi!y- 9 

I • Lower price. I I \ * low capital investment • More raspons·iva. , 
i I 

! required. I . Setter distribution. E.tc. j I j • 
1 

I I 

,.. Low sk,llls requlred. I h DetermIne how I 
J l ' I 
I l I I companY'$ production 

I 
,. 

Low regulatory barriers. l tec.qnology · compar~$ I I I with that of 1 
I I t '+ ) , 

I ,-
compe.l.ors. 

I I 
I Analyze barriers to , '- I 
I i entry. I 

I 
, I 

( I 
I 

! Changes in I )- Sales damaged by changes in 1)- ReView regulations, I 

1 
i regulations: which govern industry. I regulations I 
I 

1 I • lmpositioh of price cohtrols j> Revlew recent changes I 
I i 

and detf'Jmin.-e 1 I 
\ reduces margins. 1 ! 



: Lose of 

!. Removal of price controls leads 
i to increased competition. 
I . 

I 
\e 

I 
! 
I 
! 
! 
I 
j 

I 
I 
i 
I 

Imposition of export 
tariffs/controls reduces sales. 
Fluctuation of foreign exchange 
rates reduces margins. 

~ llkelihood and nature of 
' . future changes: 

Discuss wiL'1 industry 
experts. 
Discuss with industry 
participants. 

Evaluate impact on 
industry of recent and 
potential future 
changes. 

I single large 
I customer 

I Company loses a single ~afge 
! customer. 

t 

Identify company's 5 
largest customers, 
which is in ±anTIS of 

iii Company Risk: 

. sales. 

For any customers 
representing more than 
10% of sales, assess 
the tisk that these 
customers switch to a 
tbl'tlpetitbt fot their 
new offerIngs then 
other. 

Company Risk is shown for some internal reasons of the business. it has 
also wo main components and four sUb-components. Those are: 

1. Company Positfon Risk: 

. Everyiflcfrvidual company grasps asftuaOOn within an industry . This 
position is very much competitive. Due to weakness in the company's 
posrt\on in tts tnrnJstry, a company mayfafl and the ,risk {)ffOOt..~is 
caHed Company Position Risk. It depends Ot1-

H a company fails to perform vJclt enough to repay the !oan 
because of its weaknessunOer given ~)(pected ~xt~t 
conditions, the company is said to suffer from performance 
risk. 
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Assessment of Performance Risk Involves Validating .The Company's 
Performance Expectations: ' . 

Example of performance rIsks 

! >- Company borrowers more than It 
i can repay. based on unrealistic 
I performance expectations; 
i 
i 
I 

! . Performance assumptions incorrect !. Analysis faulty/non-existent. 

i 
! 
I 
! 

! 

I> 
I 

AnalysIs 

Analyze recent performance history: 

1 I 
j 0 Use financial spreadsheets.) 
I . look for trends. J 

• Find exptanations for any significant f 

I." trends. I 
1" Analyze competitive position: 1 

I. Rank in industry, i 
. • Comparison of financial data with I 

competitors. I 
f • Company strengths and \ 

weaknesses, J 
r 
1 

l >- Assess company's strategy: I 
• Does it exist? 

i. Is it appropriate? 
!. How risky is it? 
I 

1 
j 

I 
} 

When a company fails due to lack of its resi11ence to 
unexpected €~~1 rondffions,the ffisffienc€ nskis 
generated. 

The ResiHence Of A Company Depends On tts Leverage, Ltguidity. And The 
Strength Of Its Connections: 

I Nieasures l-
I I 
I I 

I Leverage i >-
I I 

i ! 
! I 

I ' 
i I • 
: t 
I i I . 

Exampies of r':"is=:'k==="==l=)rl-======:A"""n=a=:'Jy=s=:j"""s=== ---1 
Company has insufficient 
e~uity to avoid bankruptcy: 

Equity overva!ued: 
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I I 
\ ~ Analyze debt to equity I 

ratio: t 

I. Assess quality and value t 
1 of assets. \ 



\ 
1 · 

--
... Assets overvalued Assess value and ! 

i " Liabilities I completeness of 
J i 
I undervalued like - I liabilities. I I 
i inter company loans I \ I 

i I or loans from i ~ Assess shareholders' I 
j I 

dkectors omitted. j support j 

j I 

j 1 
I 

I t> t Shareholders withdraw 1 • Wmngness to guarantee. 1 I 
! j support. I 

WHlingnes$ to inject j I 1-I additional capital. I 

1 j I 

fuqUidity 
=l =-l 

I " Company has Insufficient cash l' > Analyze financial rat/os: 
" I j 

flow to meet repayments; I 1 
i i !: Current 
i j . Cost increase combined with Quick. I 
I I 

difficul1y in raising prices,: j j • Receivables turnover. 
I I • inventory turnover. 

I * Interest rates. • Accounts payable 
* Labor costs. 

J 
tumov~t. 

'0\ Materials costs. ] 

Debt service coverage, I j 
J • 

J 

1 • 
Sates fan comblned with hlgh I etc. I I 

I j unavoidable costs. I 

l :y I j - Creditors withdraw support, Analyze flexibility of 
! combined ""lith illiquid assets. I production. 
I ! j 
l Connections 

I I > .. COmpany posWon weakened 1);- Oetarmina political and ' "., 

I i I , 
J 

i 
I 
I 
I 
I 
I 
i 
I 

by inappropriate connections: private sector affitiatlons 
1 

j of owner{ s} and key i 
I • Company damaged by I managel'$. 

1 connections with .unpopular ,. FamHy f.E'lation.s 
I players, I . Membersh"ip of 
\ \ 
i - Company unable to lobby for 

19 
groupsJpolitical parties. 

I critical issues due to .Iack of Voting record. j 
I 

right connections. 
j I 

I 
I 

2. Mana~ Risk: 

tf the management Of a company fails to exptoit tM company's 
position -effectl\i-ety, lhe company <;an fail ~nd this risk of failure is 
caHed management risk. tt can be subdivided further. 
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\ 
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1 
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> Management Competence Risk: . '1 

Management competence risk is the risk that the company 
disrupts because the management is incompetent. 

The Examples Analvsis Of ManageYneflt C~e Risk And By Whlth 
That Risk ts Measured: 

M~aSlm:~s 

I Ability 
I 
i 
\ 
j 

i 
I 
I 
j 

f 
I 
I 
J 

! 
( Level of I teami,vork 

EXamples of risks 

I > Managers don't have the necessary 
j abilities or experience: 

I 
j -
j 

1 
I. 

InsuffiCient skills to manage key 
areas !ike - Finance, Operations, 
Administratioo etc. 
tnabHfty to manag€ people -

i 
! i .. Autocratic style. 
i * Failure to communicate with 
1 employees. 

i 
I 

l 

j > Managers don't work weil together: 

1 · 
Poor organlzat1on structure: 

j 

I I 
--. Unclear responsIbilities. 
" Key functions missing 
* Span of control too I ,I 

I I 
i i 

wjde or narrow like - a manager js 

responsible fOf too many or too few 

AnatySls 

> Obtain key managers' bio-data 
and determine: 

Ii •• Education 
Experts-nee 

1. Relevant skills . 

. j}> IntetView individuals familiar 
j with management: 

j
l: Branch or region manager. 

.. Govt Officers. 
I. Managers themselves_ 

I)l> Review ol1lanization chart: 

.. T est fur clarity. 
• Ensure all functions are 

1
\. present 

Determine span of control. 
1 
I:;r. Review performance and 

compare with competitors: 
I j 
J j _ j. 
j J 
I I I. 

immediate subordinatB
Poor decision making: Proflts. 

Growth. 
I I l i i * tmportant declslons are made I 
l I arbitrarily without proper analysts. t ' 
J i '" Difficult decisions are not made. J 

J i " Ft~qu~l"lt Chal"l~~S in dit~ttiOI"l. i 

Determine reasons for any 
recent changes in 
management. 

!~~~~~~~====~~~~~======~~L~_~======~======~ 
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> Management integrity Risk: . , 
Management integrity ,risk is 1he nskthatthe rompanyfails 
to repay its loan due to lack of management integrity. , 

The Measurement Of Matlage!!!e!!t lnteutitV Risk: 

Measure I Examples of risks 
1 Analysis ! ! ! , 

I 1 I 

: Honesty 
I 

1 
I ~. Bank is unable to !~ Review credit files: ] ' 

I assess ris.k property j 
I 

I due to unreliable or I It Note missing informaUon. I 
I inadequate data: f .. Note inconsistenctesin information 

I 
I 

i I supplied. I 
I I 

J Managers faH to 1 -0 Determine frequency and nature of I · i i I d~sdos-e aU relevant communlcation. I I I I information. ! I 

J i Information that is I , Interview individuals familiar with I • j' 
1 ~ supplied is 

t 
management: i I 

I misleading. I 
1 

II 

Branch or regional manager. i j. 

i I· Auditors. I 
i Govt. Officers 

1 
I. J 

I j I 
i j 

i I I 
I \)- 1ntefVlew management: I I I i Test for openness. 1 

! f : 
i 

I Ask for references. j 
, I I 
I j 

i 1 '" Perform site visits to assess: I l r 

I i 

I I I • Inventory. I 

I Fixed ass@t quality. I i • I I 
I 

l~ I Look for signs of audit problems: I 

1 
j ) 

I i 
Auditors changed recently. 

j 

i I - I 
I j 

! i · AudIts refused. I 
t 

Accounts qualified. I I I· 
I 1 i 

i Dependability 
, 

! ~'"" Review intra group accounts: 
I 

I " Bank has difficulty in j ,Y 1" I j j I recovering loan due j 
I I I 

i 
i I to failure of \ . Receivables and payabtes to related j 
! i management to meet 1 companies. I 

I 

commitments: 1 
j 

I i 

146 



11- T ransfe~ p'~jces used with related 1 

I
· 9 Management fails to I companIes. Ii 

meet contractual 9 Dividend payments. • 
I obligations. l . Owner's salaries. t 

! . Funds diverted to 1 1 
1 associated \ ;" look for characteristics of managers .!' 

i compantes. I that may cause problems in recovering j" 

I I' • Security double the bans: 
j I I 
II pledged. I . \,' . 
I . Mahag~m~ht failS to I political powet uS~d to avoid : 
I meet with bank. \ obligations. i 

I · Management \. Disturbed tax escape. 1 

I

I frequently adjourns I. lnvolved in questionable activities. I 

, __________ ~ _____ m~e~e~ti~n~g~s.~ _______ ~I _________________________________ J 

b. Security Risk: 

Security Risk is the that the realized value of the security does not cover the 
exposure of loon. Exposure means ptinCipaI plus signfficam interest Security 
Risk can be divided into two parts: 

1. Security Control fffsk: 

Security Control Risk is the risk that the bank falls to realize the security 
because of tack of bank's control over the security offered by the borrowers. 

The Measurement Of Security Control Risk: 

1 Measore 1 Analysls j 
1 
f Ease of obtaifljng a 
j f~vorable judge,rneni 
I 
l 
1 
\ 

1 

I 
J 
1 
J 
I 

j~ 
1 . 

1 
J .. 
I 
1-
.i 
I 
J 

'\ 
i:r 
j 
I 

1 
1 

I· 

1 ~ 1>- Verify documentation: 1 

1. SSCU'fity perfection. ] 
Mortgage is not taken. )1. Documentation I 
.Bank nas second : compieteness. 1 
prromy {)f it 1$ j. Documentatioft 'I 

subordinated. 1 -integrity. 'I 
1. lnsunmC~ poiicyand 'I 

OuctJlTlsntation 
ihadequate: 

j OOCl)menlation. ., 

I 1 

1
1 ~ Assess customer's j 

lnadequate __ n_o~_~_rv~] . __ --'-. __ ~lob-=-=-bbmg.::.c...· '_-w:,--"PO:..::..:.\\c..:I€f,-,--,W-,--,tj..:.cth_' _J 
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-------------------,-------------------.--~~--~~·-~----~I 

., \ega \ authorities. I \ . Lackjng signatures. 

• 

• 
1-
\ . 

I ". , ,. 
I 
I 
1;..-
j 

I 
I 
1 

!~ 
r 

1· 
J 

f • 
l f. I . 
I Ease of taking 1;'-

i possession of security I~ I 
r 

!~ I 
I 
1 I 

I 

2. SecuriW Cover Risk: 

Inaccurate 
assumptions. 
Imperfect evidence . 
Lacking stamp duty. 
Outdated. past due. 

fraud. 

Insurance dies not 
cover exposure. 

Customer able to 
influence judgement 

Customer has strong 
tobbying power. 
Judge sympathetic 
toVllardS customer. 

Security missing. 

Security immobile. 

Difficulty in evicting 
squatters. 

I 
I 

I 
\ 
1 
j 
I 
j 

I \~ 
j ' 
I, 

I 
1 

I 
I 
j 
1 
1 

I 
I 
! 
j 

I 

} 

i 
Conduct site visit{s) to I 
verlfy security 
existence. 1 

} 
I· 
I 

It is thB risk that is reallzed securITy value may not cover the fuH exposure of 
loons. 

The Measurement Of Securitv Cover R1Sk~ 

I Measures j 
J ' 
i 

1 Expected 1 >-
j security I 

1 cover 
1 strength 
I . 

Examples of risK 

Expected realizable value. which is based 
on expected speed of liquidation and 
expected value.at Hquidationand that 
value is less than the -exposure. 

1 Spoodof 
1 reeirzffiron 
j 

I 

1 Securny ~ytak~s longer than 
1 expectatiOn-
~i 

l4S 

Analysis 

.> Comp1ete 1 
security covers j 
cabJlationform. r 

I 
.I 
I 

Revlaw recent 
cases-ro 
-estimate speed 



I , 
Acquiring title to security takes longer tl;lan 1 of realization. I" 

I expected; 1 ) 
I i>- Assess pO'lJer of 
J 

10 Legal procedure is unpredictable. I the borrower to 
l 

I . The borrower is able tD delay legal j prolong legal 
I 

1 
1 

I process- process. I I I J 

I .. Documentation i, Analyze market I ! I I 

demand for ). difficulties, J 

1 I I 

1 '" lobbying. j security. I 
I I 

J ~ I 1 

Selling security takes tonger than I IT j 
I expected- I I I 
I 

! 
I j 

/ ., Security highly specialized, 

I /- Value is so large that few can afford tt. 
I 

I I. Borrower has influence over potentia! 
/ 
I bu ern. I 

. Liquidatio I Vatue reaHzed attiquidation is tessthan )i. Use assess'Or to 

. n value 1 expect~d- value security: 
J 

1 I . 
Security loses value before it is realized: / ' I · Quality and 

I quantity. 

1 • Poor quality. Market demand, 
j ! • ! . Perishable 
I . Subject to rapid depreciaijon, f, Review recent 
I I 

Technology HabiB to become obsolete. 1 cases for 
I. • I \ .. Product has been customized for d4fferance 
l customer Ilke - tall or made suTt. I between 
1 

! 
j assessed value I 

{ ;..- Market price Changes before security is 
! Cilid the vatue 

\ 1 
I realized: 

I> 
realized at sale. 

I 
l 

I • Mark:et prices are volatile. l ' }nqulry 
i Small number 'Of buyers colludes to hold I economic I. 

00 f 
the Pftce down, J circumstances. 

1 
J 
I 

1 
i I 

149 



Process of Lending Risk Analvsis: 

The lendmg RisK Anatysisif mainly needed for either Tradmg or Manufacturing 
Companies, the credit officer or concerned persons whO are involved to prepare 
the lRA report should first Ccltect the information and ~8t8 15 respect -of the .foan 
proposal and the borrovref. 

The "following steps are gerterelly followed: 

• Collect all data available from published sources. 

• Vtsrt cornpany t-o collect company specific data that 15 not published. 

• Interview management to asseSs their ability and integrity. 

• ~nvestigate the security. 

• Have an impression (by the credit officer) of the company's operations. 

After collecting eU the required information end <iete ihen~ 

• Prepare nnancial spreadsheet, which lnciudes Balance Sheet, Income 
Statement, Cash flow Statement and Financial Ratios 00 the basts "Of at wast 
3 years, financial statements of the borrowers. 

• Analysis of Spreadsheet Ratios. 

• Prepare supplementary questions for company management, is necessary. 

After collecting aM the information by fitling up the lAA form -of the borr-owers, 
then find out the scores from the table of that lRA form. Then the score table - A 
assigned the specific SCOffi for each type of risks to indicate the risk ~ 4tK~
T Low Risk. 
>- Average RlSk 
". High Risk, and 
r Excessive RiSK. 

After all these the bank will se1ect the borrowers on the basis of the total scores 
from the LRA ·rorm as business arid secuffiy tisk. Then 00 the be$~s of ine·totm 
scores of business and security risk, they have to be classified under anyone of 
the 4 risk 1e'v"etsfrom -the -table -- e. st."Ch as ~ 

;.. Good Risk. 
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r Acceptable Risk. 
J.. Marginal Risk, and 
T Poor Risk. 

At last, Risk Matrix has been expanded in the LRA manual to evaluate the overaH 
risk level wrth the help of BUSiness Risk SCore and security Risk Score. The 
Matrix has be€n constituted with the 4 - columns and 4 - rows from Table-C. 
Cclumns are used for business 'risk scores and rows af'eusedfor security nsk 
scores. 

Measuring the Risk from the Tabl(}: 

After obsefVtn9 the total score from the table-B then find out its Business risk 
fevets: 

Measuterneht Of RiSkS 
Good Risk 

Acce table Risk 
Marginal Risk 

Poor Risk 

Measurement of R.isks 
Good ~isk 

f--~_~~A.£cept<?ble Risk _ 
Mar inal Risk 

Poor Risk 

I 
. I 
! 

Scores I Values 
13 to 19 
20 to 26 
27 to 34 
OVBr34 . 

Scores I Values 
-20 to -15 
-J4 to __ O ___ ~_-'l 
o to 10 

Over 10 

Risk matri.x from the table-C demonstrates the vatues and selecting the Business 
risk levels. 

Scores I Values 

I Poor Business Risk 
3 

L~~.Btabl~ Business Risk 
I Marginal Business Risk 

2 

4 

SimHarty, also by another way measures1he Security Risks fike-

Measurement of RIsks Scores I Values 
Good Security Risk A 

Acceptable Security Risk 8 



Marginal SecurityR~?k . 
Poor Security Risk 

\ 
I · 

c \ 
·· 1 

D 

Risk Mattix also reveals that -

L ___ ._.-.IY1ea~urement of Risks ___ -i-___ -:-S;-c--;-ores 1 Value.~s---____1 
I Overall Good ~isk Level lA, IB, IC~ and ID 

Overall Acceptable Risk Level 2A, 28, and 2C 
Overall Marginal Risk level 20. 3A. and 38 

Overall Poor Risk Leve! 3G, 30, 4A, 48,4G and 40 

Here it is noticeab~ that if the revet of business rffik is good, whatever be the 
security risk level the overall risk wi\! be good. Similariy, if the business tisk is 
p-c-or and whatever be the security risk teve1, the ~verall risk wiM be poor. from 
the above discussion it can say that according to lRA, business risk dominates 
tt-.e overaH risk level much more than the securitj risk and 1ft some cases security 
risk is ignored to assess the overett risk level 
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Constraints in Implementing LRA: 

It has been observed haffituaUy that banks in Bangladesh used to -execute funds 
business \ike - lending actMties under security-oriented principle. Banks are 
used to pt'ovlde more importance to the security without consldering the business 
risk of the borrowers at the time of toan sanctioning, before 1989. But lRA does 
not give more emphas{$ 00 "the security rather it giveS more sigttmcence 00 the 
business risk of the borrowers. LRA's unique systems of scoring and capable 
borrovJefS wit due consideration regarding their competence, integrity, and 
repayment capacity and cash -flow projection of the project. Whtlethe bankers of 
Bangladesh are going to do lending risk analysis through tlRA form' they are 
facing various problems in implementing the same. The criteria specified in the 
lRA manual are very much appropriate and pragmatic10 mtntmize -the risks of 
lending. But it become very diffiCUlt and inflexible in some cases to the bankers 
because of the m!lowfng reeS(}fls: 

1. Analysis and Interpretation of Financial Statement: 

Financial Statement refers 10 these baste staternentsHke - Batance Sheet, 
Income Statement and Cash Flow Statement. These Statements provide a 
summary cl financial position of any roncem as those carr! a rot of data. For 
arriving at any conciusion or to improve the lending decisions, the bankers are to 
analysts and interpret the data, which ar~ given in the finar.-cial statements. But 
the problems that are usually faced by the bankers in anatyzing the financial 
statements are: 

(i) The StatiC Statements: 

Flnanciat Statements are usually prepared 00 a particular date -or for a 
certain period and intiicates position during that period only. These 
figures themselves do not provide any trend unless compared to the 
past. This comparison provides a picture of the past performance onty 
end iuture -forecasting or; -the basts of historical data mel' not correct 
since other factors tlke -

}- Market condffioos. 
y Macro-economic policies etc. 

These may affect the future operation. 

(ii) The Probability of Window - Dressing: 

Businessmen fn the society are usually -tempted 10 take resort 10 
window-dressing. Window - Dressing means accounts are so 
mantpulat~ that the v1tffi facts are -concealed and facts presented are 

153 



superficial. Most of the concerns prepare nnancial statements to meet 
the speci'fic requkementsuch as - borrowing from bank, satisfying the 
income tax authority etc. any lending decision based on the discrepant 
nnenciel statements increase the lendfflg rlsK . 
{ill) The Non-Financial Change : 

There are no many modfficatkms, which may not be uncovered through 
the financial statements, but these changes may affect the financial 
posITion. For instance, 1f sometechnkal experts have lefHt--te 
organization and thB company has no alternative arrangement, 1t will 
definitely hamper production and profit. Butthes€types -affects can not 
be found from the analysis of financial statements. 

2. Industry Ar~/vs;s : 

Relevant and necessary data about the industries are not avallable In the 
country. There is no refiac-ie mdustryspeci'fic IDfurmation 00 important roncems 
to investors or bankers such 8S taxes, labor costs, utilities, raw materials 
availability, import duties etc. Uses o:f statistical methods are very limned at our 
national level because of non-availability of relevant information. Bureau of 
Statistics 'Of Bangladesh (BSE) provides SOIDe fnformBtion regarding natiOnal 
economy. But those are quite inadequate compared to the requirement of our 
banking and 'f.'nand~institutions. n is notab1e -that -there-isno industry average in 
our country, which is required to nit-up the LRA Form. The financial institutions 
have not yet established any Data Bank for this purpose. Information provided in 
the Statistical Year-Book by Bureau of Statistics and Credit information Bureau 
{em) of Bangladesh Bank are inadequate and in some cases obsolete for using 
inlRA. 

3. Practices of Management Principles: 

Me t P he Sa k' In t ri ·t" ' . . . ,..t -t~ .... ....i ct" tl..~ " "1.-s. O . '-. ~ n. mg ... S.1tU !OnS m Ol.lf cou ..• ry ~ 1~'1. pra ~ .He pnnclptt: 
delegation of authority and responsibillty . On most of the cases management is 
extremely centralized and <iOes not ~km authority of decision maklngin tmver 
level of management. 

4. Skill and Knowledge of the Persormef: 

Human resources are the most valuable resouyces of an organization. The 
~-~- .... -_ .... _l,~_ ................... "',,,,,-. ... ; .... ·"'n ·rrn· ~~ant~acto"'~·r""'u..". .... f.n.u.."',,~,,",lin.n ""ftAA 
dOilley curu Of'l.lllvy Hlollyv·nl:Jl t o ell pvl.l I ·tU · ·vti~\.A"'~ liCilTu""I~ v . 

Most of the banks are facing the acute problem regarding ~ skH\ed and 
.'''''~''''!:l ''''g-">,,,, ~. I- r~,.",,----I ... -h- ·k.!"L",,'~! ~I-.- · modem tools a"."j ....... ,..~·..,.,.,. .,."f r..I,vvVlc;U c;aVIC ,., ..... \ ~Ulli Tel 'iV I IV .IIVYY U IC ' - . - I t-ur l.~\.oI IlIl"'i~ v 

snalyzing too financi€llstatements, trend snddynamism of market. 



5. Economic Factors: 

~!1€ v8rious components at the macro and micro teve1 of our national economy 
are not yet stable.enough. As e resutt,the anatys-is of demand, StlPPly, sales 
;Ofe"vElst etc. does not contribute enough to he lending Risk AnaJysis (lRA). 

The number ofr-ea{ entrepr-eneufs ar~ stitt very few in our CQuntry.Duetoiack of 
~~ .. Ie~t"".p. ... "''''.~ m"'·"'K""4~ .... ,.,. ·m .......... gemfi~ ~nance .""-~ ~unt·ln.t:1I·most ...Jthe "\IV'nl C\.J::J"; CUJVU~ 1lol1 'Cunl:J, 1 lQno , .:;.111., Ii I ~llU ~VVVU" .. ~ VI 

entrepreneurs are not able to provide enough data and information, \· ... hich are 
-_ .. :~~ h .. , ~I-.~ h __ 4~",,-,iS ~ ... - 4h.,... -~-ly5;'" of le"'~;ng ";5" u""u"""'·""r .4:\58 .... ·0 found I ~UIlCU uy lHe UOII1\.C' lV' Ule OI.C' '0;:> I IIUI " It 1'\.. '''"lvvy'Wvc , n ' '1;:) I 

mat some entrepreneurs want to 00rr{)W from benks but they 00 not maintain 
proper financial statements.or books of aocounts. 

7. Legal Environment: 

Analysis of security risk often does not become accurate because of lengthy and 
cOiiip1~cated ~e'~a~ PI~iilgs~"ton-ever, 'the 1aw of ,the~country does rot make 
6udmng compu~$ory for sltthe~nt€rPrioo excirpt Joint Stock Company. In such a 
~~ .~ ....... _.,......"hiC'.w,. . M 16lO'V4;n ... · ..r-4 ·~ -1-..". "'-H!- Of'Ui.L~....rH""'..I £.n· ~_l-J ~" ,-..... --.-'" '\o1iiUUUVll \",Al1t\"ol\)vl"-> '-'I :rv .. ~' ~ i~i\. Vll "U "h., UU~l1t,,) _ UI"'~ UUU,~V"'"' ·U t;;i1I..,vi"cU vta'lCliiCi-n.~ 

mey become useless, . . 

8. Biasness andlrregularifies: 

In the lRA manual the 'degree of risks -oft he borrowers ar"8 -measured 
Su"Dject;vefy and fiS such the quesfioo of bia$~ss ar.d trr~utarities {)f'the 
concerned personnel can not be avok!ed.tf they 00 not apply their iudgement 
ethlcal~i, theresutt of lAA may be misreading. 
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Recommendations to implement the LRA: .' 

The recommendations for overcoming the -above problems are now put torwaf,a 
here as under: 

8. Oeve4opmentof Accounting System: 

All the fimnclatinstftuOOns-and -banks arry -undertak-e a ~ effort 
to convince the government for taking -initiatives to impr{}ve the standard 
of profcsskmal ~r.J1cesthatare bemg ~ by1he-chartered 
Accountants ~nder the authority -of ~ fnstitute cl-C-hartered 
AccOuntants off3srV.edesh{4CA-B). Special measures should beiaken 
to stop the issuance -of fakeBnd purposefut stBt~ments. Then th@ 3dv~se 
is refoiiTi the l8'tv to make tt-re Audited Financia1 Reports compulsory 
even for the proprietorsrup end -partnership firms having efflirnfflum 
turnover. 

h. Data Bank: 

At! the banks and mt\er financial institutions may take an mnimive t-o 
-estebllsh e Data -Bank im~rfOOdy -ref:efenoe to the ~ 
information. BangtadestfBank may -play a $gruftCsnt ~ t{}War-ds trus 
-end. Tn~~ st"tOu}doo" another\ag~ncyfit<etn USA, ~ in ·-private 
sector something urnier the t4tle -of "Credit 4nformatkm Bureau" side by 
side ~vith the Credit information tft.tre8U {em) in -our 'country , which will 
-enable the bankers to comss~vtlrtfy the information regarding the 
bOITO' ..... em andcrooit request. 

c. Training of the Bank ~rscnnet: 

~Jr e ti ~ini;;g "thoutdwccnauctcd for the· bank~tsl()·tmprove their 
ana1yHcai ability and professional standard regarding the UB€: of l~c.. and 
-~", ... tool", _ .... ..J ...... ~k_;_· ··-s .:"" ""ete~;"'g "h~ k~rro'"~--''''' ·s.-.d ~~'''''i>~ .H-.._. vll reil .;:J 01 IV l~) II II\.fUC II· ' v \.Aill l Ie; UUllv-n:;1 ~ II t:lilCOI J L .. ~ ,lIt:: 

loan proposals. 

Authority should be -delegated to the !owertevel with adequate measures 
~""#- .... "''''..,.''n ........ ;.>+, .... ;,.hA ... #-o~ ..... ",~",",I "'n-;4 -e....u""' ... "p~" ;;.... .... L,;nI>! ·t-"'''' 1 ......... H;ni:! 
)\.1' Q\..A..A.iu"lCCU'U\.1, 1,c..~~lJ V\J1H.IVI U.U i-\.hlVV't--U lV' tt~f\i,.~ lTt:;;~'TU'.,'!:::J 

dccismn and -r-ecuvery_ 

\n the banking system there is 8 motivation fur the employees thetthe 
bonk -'pcncrms-me -emp-foJ-WS>CCh''tf~ -packege with fringe 
benefits be increased {-o boost tip the "Spirit and -overall motivationa.l -level, 



because highly motivated personnel can only pro.vkie high 4evel of 
performance. ·HO\vever, motivationDanr€ducethe.corrupOOR and 
irregularities -of the -persoonelinvoNeC with it. 

f. Field Study -Based LRA: 

Credit Department of the banks and fmooc4al ~nst~tutionsshoukl conduct 
rea1 field studies to anatYLe the tending risk beforeftnal decision is taken. 
There are documents and -paper works in LRA -shouk1 be -mmim~z-edand 
mali<-et study fur .feP.dmg sheutd {y.adua!ly be introduced. 

9. Development of Legal System: 

In the country there 1$ a system and the procedures of the Arthe Rm 
Adatat and the other financial acts should oomviewed and modernized 
faiths systematic and timetj -disposat of the default 10an cases. 

h. Research and Development: 

tntcr€st income -OCCupies ihelnejor -pert {80% __ -85%) of the total 
earnings of sbank. which comes from t.,.elending activities. The 
profitabHtty cfcth~ 'Bank ;$ matnty ·de~nd$··o."1mterost-eammg -cep6ctty. 
So all thefinanciaHnstitutions and the Banks should establish a sep-arate 
Research and Deveiopment ceHm head office ~~ yarticutarly 'rorthe 
purpose of lending risk analysis nnds recoV(~ry of loons. Primarily lRA 
F arm is designated in thE: li'ght of manufacturing units. Onthe-basis'Of 
study of research. banks can suppffiment the addfuonal form is surrable 
~~tlF.. .... -~A;"" .... ,.. .... ~~ ....... d . ..,.. ......... .fn~ .. ho ~""t'i~ ... T"''''·!''! ->"> - d .ft~a~bin 
lV\ lIe '\.1 U\.JIU ,~ -\.IVll""",",lllQ all" "'~ \oJ) 1 '!IVI . \. '\J ".11 'V}Jl"Uh,.11 0' i1.., on t"'o.. " •• ",-v. I -it' 
firms. Regarding this bank can rely on this caH. In {endmg. thade\tiation 
betv/BB>1 actual and expected pertcrmance can be measured end 
possible solutions can be found <tUt through -thls RBsearch and 
Uevclopment C-eil. 
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38f'l;;--i aG-£"'Sil vv~H be ·confident and -get the necessary he}p through imp\ement ~ng 
the L?~f\~~, \~:h~ch \\~r! re&~cc th~ 1end!ng r~tk at a m1'tilmuii:. ~.;-eL ·F-or-a ~Gng t~me, 
'he 88nks d Bangladesh have been -carrytng the burden of huge amount-of 
8!8~3mcd !v-G;; ::; ~~t ~s hcpcfr:H'y CO:iSidcr tnat the banKs \\'iH "t-1-1h'1ifrrlze trte -den~~'rs 
regarding the baD l-oans art<:! hanks advances through implementing the LR·il,. 
Obv~ously, LP..A :s not the ready prescriphon on all ills but itwQutd behelpi'dtCi 
4 h h ~ 1, t ~ f rI '""" th - - - t : - - l d' - - I, 1\-t '1 \-8 Dfh11'5 D -go one s.ep .OPNaru Vi l elr fnlSSlon .o ffilmmlze ,en lAg nSr,. I\. 

",rocont LOll i'C' ;:;."'nr.~hle inY' tho lr-~n ...... mo! • ...,.,} ofTk ~ .r-r .... r ..... . ""' .... ...J ...... 1..~HC."' ..... ,..d 'l'b 
t""1 ...... _v •• \., II \-~ ..... ~ "'""'t-"~ •• ~...,. ~v. 'U._ . ...,-..... .. "'d ~ :-L ~ . .. ;, v.-v-t'O" 'Q"ilU 'd.-U'Uli~ ~-p,,;! -t .. __ 

emaunt for 1F1C Bank 50 lac aoo above. This is the limtt should be gradually 
~~:;~~ 8~~ ;t ~~c~~d be made compu1sctyfor BangladeshShilpe -Bank (BSS) , 
Bangladesh Krishi Bank {BKB} and Rajshahl Krishi Unnayan Bank (RAKUS) also 
~~....I -I-h~ "' ..... ~~,,..,l 4:~~ .... h"'.~l~ lk .... . :M""' ..... th""-"" ..... ,s,.,. ... +h~ .... "'.h.r.q'tu,. ..... l t ..... ·~rl ... ln.n ~,~ 
'-"I 1'1,..4 U!'- ";'p,-,,-,,t!..Ai IV_ I ~ I ..;;:,. IVUi\.A ~ \..If"- V '-IIV~·Y ','V, U h;; U-~ll\""Ui' \,.,u Cl11\';;1 'i'-A • • ~. UU h .... "" 

banks and finandal institutions play an lmportant'role -ln the prcgressof national 
~-~~ ..... ,......, • . ~+;~ "h~ ..I"'.u "",t-4-h~ "'-.r,.~!~fi""" ·f .... ,.....~nagr-. tf..._,..,.. t~n "",,~;,,,,!;"';o~ .. 
G\.A..IIIVlli y , H :~ Ule uutJ U. ule ua •• "e:I:~ lV II.GII. C liCu "I\.:Rl. • ~.\."'.,..v YviJ 

'-'or""fJ ;11\' The natio"''''l =00' ""omy hns h~n .", ,HAd"",': r.n'o"gh .fc" -+h" """, .... , • ..,..,... o.f ",--,U I",1\".-11). I 11,f,,;l \:;, ' " 11 I U uc,c I v\"..AiH;"' ·l ' ·'~ ~I \.A Ii' I - ... ku 1) 'lt,':;U~V 1 

t v:>n1,-.,.' rY\,... ... "" , .... tr.~,,",e ""'M .,...d. '~I'l""o. ~nd' ,,,,~4-n.o ·....:f ns .1..'1' ........ a~=ts 1'1..~~ ~s !ho __ , ..... _ ... ~- • .,, ~J .". '11 .. 'W'~ •• ., ........ "'* """"u\:""" •• """'''-'' -0 •• .... ¥Qtl::i~'""' . --v pU"'~~tv" ___ ,.;~ . -{~t!"" iii ...... _ 

htgh time to menage the public assets effectively and contribute to the nation's 
progress-, 
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EmDhasis On Analysis Business Risk 

r Thorough emphasis of bustrtess rtskis more important tn Bangladesh than 

.. Tire /egal syst&ri in Bangladesh -often prevents the realization af 
S8-CtJrity. 

.. !f tha security can not be roaNzeed, than the b&nk 10 rot&ly B>'<poSBd 
to -bUsffte-3S r.~: . 

.. Underst-anding of business risk is U"-rUs y~-aI fq ~s in &mgJadash. 

>. Currentunder-emphasfsclbusiffi;ss -iisk 'resUlts1n ii ~ ff~-of 
avoidable bad debts. .. 

.. Currently lhe banks anafyt-e security risk 13dequately, out -almost 
ignore business -risk. . 

.. Many loan defaults resJ..:J!t from w.Jsfness f-ai-lures, which -could be 
-" .. ~",;,.t=d h u heUer ~nc£>Jv£'<;ro .;nT' ;"'3~"'" "":S1 .• fJi~vJV v UJ V 1.&. U UIJ~J~ v lUuvJll....,v,->,1 1\ . 

;. The Financial Secter Ref'Orm Project {t='Sf(P) -cHent -banks should improve 
theff analysis of nuswlBss r isk tO f eC>.:tee bad -dehts. 

I 
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4 1 Problems --Ja~i-- ~- -ve--JJ b--k~-a s---"-ums. . . . . .,1 r ~I l.f!l1 tV u .r ViII . tAr! . -".1:2 y.:> l~ . " . 
" 

l'\s :3 private bank there are d#feteP.t .type ·rn{:t-ut4et-ns ~;.e 1ac#t9 h"'l :tf'1B-G-<1'JRtrytc 
p-enorm their baking performance. Those are as foHo'vvs: 

r Overall the . executives and -all the rums and regu!ations -are made by the Bank 
Board of Directors, Chairman, maintain banking procedures. The board of 
!):;--cdG~ ~~!c± the Cha!fm3r1. ·\j\Jhatever they rnake the ·decision -the€mp!a~'ees 
wil! perform all those. But there are different bankingregu\ations are pencrmedat 
... ..,"' ...... .,.I "'~ ""~~ :~ .; ... n.r. ... ,,""""\ h .... ....,l.;"' ..... " .. "f.c""" "",.,.,,,, s""""'e";mes ·the ·a'l.j.h~ ..c.mpt~ <?' • C!::Jucc.c. LJGh~'~ .. I ~tl aGoI c:.c uGu ,h .. I~ ~1';;'>t. ~ ''1' Oi au VI'I 1.11 I . I r ~l1C v " , ."" J ...... _'"" 

me not informed and aware aboutt3U 'ti1eru16s. 

j The b;g prcbk::t.1 fut tBC bank IS fiquidity, slow-seNice,OON {nany idees tftey 
offer can't maintain on time w~th a spedal resp0nsibiUty. 

r ! 'hc;x ·o!"C d:f!crcr::t ·OpE;·rGt~ons -ttre {""the ·commercial bank -likB - ~,,1tngs 
account, Oepostt account,opSP. interest, 102m sancttons, '6tc. The consumeiS of 
~". ""~ .n~e h ..... ~I . ""~" ...... ""~ ... !,y""~U ~crv;ce ho'~r """'~ ""us·me·· "''''·mOon ·'·"'ho n·:ro"'t ....... use;. tJ- 1"Y c.4\.\'" ...JO. It, 01 c.. ., lUll h j " ... ~.i .~' . . 'i\"" .i .Ne: .· UI 'u U I ..:J;:J" f.~ •• , 'I'~ . . ' V.(All "Lv 

get d better service with less tim~:{lnd for these they give a higher service 
.... I..~-,-", 1.., .... 40..,_ ~I..;- .... 11 +h." g"""'e~1 ... .." .. n .. ~ ""re -~+ able to get th~se ty-es c" vI 101 ~c, UUl IVI lIll;;> all U Ie; Cl I I Gil pc;U,...e; a IIUl . I IV p .', 

facilities . And that's why the bank "vill have to poy olmge scale of tax to the Govt. 

'I;~" Ih _ -"-.._-,, ....... ;-- -.t +""' --6 ----.. · .. --..-- ·fr .... ~·th· · .... type 01 - ). , +e b· a ··k· ·3 ·e ;' , ,.-C; C"" ..... 'C·vlOUVI' VI l lIV;:' vUI , ;:'Ul , lei;::' I VI i i li f.;:> · . pnva. n l mor . 
I\nd to fulfiH th8f1Beds vl1th their Bxpcctot1cns the bnnk Jins to expense more, 
because all the private banks are the -competitors -of each -ather. ·tf-oIleoonK 
provtde e better servtce at e 10wer cost then the consumerswiH go to them and 
.u"r.- Mho" ,s'l;J1 he ......... 1"",,,..:; 1,1".... .(:!t..,. ... A..,,"d rha-riered Gn·-n· ...n...,. • ..,.. .U,.l-. ....... i~"""d" ........ ..a 
.... IV "","II t VI . ',. . ~ ...;.'"' '-J'I •• .....,v-..J .. L-ilhv ~ . U"QiI ~uu. • . vii . ..... Utc::-"jv -.. t11t::1-1 ~ .'-I"G:Ii- \:'} U1~d 

A TM Card system then it helps the consumers more to get their money from their 
............ ...., .• ~ .......... ... " t;....... .... 0, ... of)..;;· ... h ........ l. .-4 .......... "' ..... '+ hn'-'e~ --"n',,,, -h'pe ·~,...;!if,,~:r th""'r .Nib,,'>tS· 
U'-'VV\ ... .uu,,,, U I'J .~. ~'-"~ l.I'V\' ~.rI0 ~U f'" vV\",t~'c'f" ~ 14,;,.CV · II ~v \' -rtav.li i\.] -ru. l'i't:;'. ""U"",5'" .. 

T But the other banks are not reBHy prepare for these type change and if the 
h""~l,- h,....,.. • ...,., +h' .,. +. ..... c ~f ·f...,~'l1-l,. f ..... ,. .f.h", "...,..n"', , """""'~ ·then ·th~·V h=\ ....... ·~·n .... ~..;J =0"..0-
vu e tl'- lJ ........ ~':~"<J u t i-...J '"Jt"" ,-- 1 IU,,,.n!f'\.] SV: ... tv -'-'viiQu~!!lviV ~t ! \~ 'rt:,;'J -11'u¥""V ' ILV "O't#""''i'Ul , ' 1 M " " """ 

anD th(!Hl the Govt. will ask. ta.x of that ATr\l~ card machine. And also the bank has 
....,.~ ;~~ ..... ; ......... ~ ~h""'~n 1\ T·l'.~ ~,.,~ ..... !')o ... of;O!'V'· "'''''d ·the' y . ha'~L:> o+·o.nh·o.n.n.c. ol\ ·fhn ",-4h.c.,. I; : u~: H.CU ~ ;,Gu u 1V~C n • ;~; 'Va: u -ut-J\,,;~ o~: ~ ov, Cill '. i'l I"'i ' v I""" - ( , - v i Ui I~~ L,u 'u v vt~ ~'-I 

P· oril">rm-:'>nr-e ·Iive more stanAard .."",1"1 ,u·,..,;n"8 .., ..... 1"1 ·,fo'" ,tho" H'·lll h"'\jO ·f"" ...... """'>!> '-'II\oJ1 IU '-' II\, I l \..A 0.11\..11 I"'-i- - \,A •• U\ t I..kvJ VYHtUYO\'Vttl'-.';\..i 

conscious and tram -ttTeir -stt..4fs m0r-6. 

r They don't have Tele-banking system by 'fihich b~mk B3SHy performs their LC 
..... - ,~ .... -.;4-h ~r;r ,t"' ..... .o--!_._ ~~1"'J., p ,p-4-h ! r.-. ·4-~'r ____ ,...,. ...... -.U-.._+ _LL " .f"".n..J- Y':'\.pm_ \... - .,. -~l~h.ae.. <'''!~e)/''llt.'; ,~ 
IV:: ''';a':u: t:;~ 2 V:ctt~:: :...:c::r'\.~"""J tII :~ 'u:e y v-e.::: vVHc\';lli1e vUu~l -lUII U\:::"I v. ulC \,JU lH.v 

f:JV·~ \:l,lhen -the'jJ \lfnnt.f,.., 9""t ·thc1:r mr\'t""\~\-I .+r1""'\YV'\ """"\ny .,....,+h-t"*\.·.,.. ""I"'\. ·l1"'1"'"\·+.,..\1 hi. t't .... h~·\ ~ r"\.~-Y"\ )'+ 
'-' IU vy 'VIJU lV C I -- I} H '-"Iv] i lVll1 uti V\,JU;,;a \..tV\ ... HI",I) ..... \..1: u,v-y \ "A.,U) \. 

tr8!1sfer :t from the!; bank to the foreign country bank where that client is asking 
'the money. 

r The bank atso h as t-o face -other pmblems ~ike ~s1Q\)v service, ma1ntenance 
pmcedu-r-es -ere not -edeq>,JetB. 



Sometimes the consumers me not prepare formalities in the b~mking systems 
h",fOt"~ ,t~l<i ..... ,.. 1""-';:)'"1 A t" C;;,\/ ;.-,,.., t h e. 'no"''::'\! ~'"\rl Cf"\mc;tir;-eA thAy ~r'" ..,,...,t <"""'m·¢ ~n _ _ _ . _ .. ........ .. hl ::::; . -~ . ' l "" . _~ ••• ~ , . . ...... Ii • . ' .'-J - "",, H~ _ vV ._ ..... t..~ .. ,v \.J f ...... 'C U .)'"""- v_, , ....... """'" 

t i rnJ::. on.rl +hot'c- "'h'y the ban\r i"", "'''' r;'o'''''''''=' ''''o ·is rli<,+" "'bod 1.11 11\",.00 UI I U II U t,,;) vv I 1\11'8 )-'v I 1111UllvV" I UI..:J"UI ........ 

~AV'he~ oa.y· CGilSUiiier \\,'8nt to take 'van then the -necessary ~papers are "n0t 
pmvi-ded by them then the benk 'Nill have to crcate anothcr post for 
mcr:ITG;!r:g these cHents and !f their information ar-e CCflfLtSing -then the CgnK 
u.,;Jj hove tr. mr.nl'to'" " 11 +he +;'m"" .~'" "''''d ·U~f:> ··h"" ,..; ,,1, l ·~ ~ ·n \ ' t·; ·~'" +h"'", -t".;.\ .'" vV ) llilCA - UI v I~'l.l U GlUt\:;; \..;vllvI1u f\. .l I6Iy UIIC\.Jv'jICllllU 

~8:--:rt8~ ~"hc c;~c~ts 3;;j' chcot!~g c~d g!vc a huge amc~.Jnt cf·lCen -then the 
hank \NiH be ingmat losses. -. 

> ,~J~O if the bcnk iz net properli-guidaanyemp!oyee-and · rrt~ey-can1tg."''€ 
g-cod service to tmir cHentsthenthebank-vrltHoose their customers as \lvelL H 
; '" ~h", h~..,I,; .... ~ .... , ....... "' ..... n~ ..... 11 +hr.."' ........... I"', _ ... n'i+o. ,......" .... ..,., ....... "" -fo: ...... ,." " .. :h ..... t J-...rir ""n.d 
u: U _"'"' v<..at 11\ .. I~ ..;;j..:1I1..\""o, =:, UlaU c.cCI \.2 _'-0- """,21 il-l'V.J\j~ \:.At\., ltV ... vlO'i.,-,, · 1L -~1 i vu rc:; . vI"'vi 

don't aware of aU the banking rules and regulations and customers then the 
~"""k -,,,,;11 m -g f=""-t .* ",,,,,,,~io,. ir.. 
Uall.~ VY ;H a l Vc..i ... lJ\JUU.~. 

On the basis -of the -res-pondentsreplies i t can·seythat the bank has a 10wer 
..,. .. ~h",r ..,.~ ~..,., .. """",h~ ""'" ~..,. ~d:iH~+U·.ri-h "'''''", ·~ma-""d .... nd +h~-=,.., ·-l,.,. ... l--.. .... • ... J~~'.l~r. lIun:uC; vl H~ ''i'l vnC H It'd0 ~VQ ~Ul:)-t,. ywhJl lI..·n.:.:;:;i .UC l e. 0 r..=;C; · Hv'l"~1"i1Tvi\.7~J;';;V 

the customers are reducing day '~day. Whatth€ -cth(Srnew,c!d -and alscth(S 
fCi6;gr. b3i1KS am ~vi1s~;ous more tooffernavv ideas to attract -the clients for 
increasing their earnings that r:i80nS tn8ir overall profit. 



4.2. Pr:qf?Ierns ~elatin9. to credit fjnanc!ng ot the bank: 

;p' The main and a large portion of theii esmings come fiOm providing loan to 
th8 b;-g c!~nt; und "v·,:hcr. thcsz toans nrc ,· ~ful1d to tnB barn~ theon lhe ·baRk 
earns a gi€at profit. But by provided the loan in a different amount to the 
.... :..r.t~~~_.~. ~4;~~4-. ·t&..._~ ..j.4..r.:. &...~_-I. i-.._~ -~e-. "':~I.- are .;....,.~h..:.....J -u~-I-h' t'-.o ·g"""'''''''· 
UIIICI'elli. I...1'\:Jlll;:) IICI\ lIrc Lion ..... \la;;:> \:t' 'ca l,;:)f\;:) I IIIVV1V'tU .. n, Ii", Icc::n 

chance Gaming poss~bmHG5, b~use when the bank selects t1)'1d dcddcs to 
9:ve the loane to their different dients as e -short or !ongor medium term. 

r Mainly the b-an-kfalls in thsgrectest trouble 't.fhenthey sanction the !oer. nt 3 
huge 8mount for 8 long-te;mbasis. Mamfy Vvti6ri thebahk sanctron a ·tong 
term \oons it ~s hug·e amount. 

:. i" 4~".. _"",..,.L ~~ _ .. .L .,-__ "..,..t. .......... """"'_~,'""",...4 "" .... ...A·.,j,; ... h· "' .... .." ........ tn --I-'""e .""..."..,.,1 • .,.-.-4 ,;I -H-..""t 
'" n tHe 'V1:C= a c.:~ C- : =Vl ;.:: vr~: _y UO ... ~tJ-p~y.:.:~ a.'IU. '\..i4~l VI !e-~l U U I ua~ ffi oi ru u -':11c;A 

h."""1'''''''''C r ·df'V:>" not g'\'IO ".l,...",~", ..... "d ""l"'\-l"!f'o ... rr~-""' ;..,.f"'rm"'~·;,",'" .... t-. ..... ,.t t-.l-m or H·,_ ...... vvll V'vv - I v\:';v . 'i ~~i \V1\;:,I CAl. u.,..,r'~ ttl '-(.1\.v .H1V 'I. I (...U.)V' 't t ... U.,IV"", .. 1.11 i \.' Iv 

collateral flke~ security is !-and Of building Qf --automobiles ·and --others. ff the 
price of that security and v/hat the borro'Ner gives the price of that security but 
cdt:c!!]' tt ~e fn!se and the bcnk sanction his or her loan then ·the -bank v/ll! t~ 
in -gmat risk. So the main p-robtem of the bsnk is 1osnsanct10n. 

das-sified in diffefBnt types --c 

\l\l'hon -tho \""'""" .... ~\I ....... O ..... ie ..... tk-. .,.,,,",e~t;'"'n r.tf O'l""'r.-lu"", nc.r;oo~th~n tbrle;:, I ................ t~,1j 
" .; ~ __ I. "\.1 i'\".oo r ....... Uillo ""\..4] ll ......... i-il iv iI'i i U ~v t.n.JVi·~.H"" 1 V . . ""~. W If-V ....... _ 1 't.~--:t:. - A · ... ·., ... ,.0_ ".VQIi -'iiO -h:U'j 

in the Ciassification ·status. Those are as foHmvs: 

a. 

h u. 

c. 

j ..... _i_.,.._-:"~"'.i Ii f.f'\. \A/I...~~ ..j.i-..~ 1"\ • • ~.....I .. ~ n~..:..""" ..... t I .... ~ ... ~ Q"'P I.-o~ -fh~' ''' -"! ..... L· .... .. "'.c:J:""'"" .,.;u " .... " j. V \/l.e:o '11C '-JVCI UUC I · .... nvu Vi 1uan-;:, u J .... It::v;:) l 011 I 

month to the bank then it is UndElssified. 

n,.. .. h# •• 1 InCH. \ .1\/1... ....... +t-." ("\"C·· ~. ""' p .... ..: .... ,.-J .... f ',",-o.""'S- ana 3P. _",o""",,~:h.t.- .T>.r rn.hr.i>o 
VVUlL.J';.iluil \""'~J. WYl:vH \.~I'" \.jy n •• ,ilU\..". vllVU v. _VUlj ~'V v .. i VI'\-.I""" V'" 11lV1V 

but less than BO months then it {s DoubtfuL 

B~-dlL-css (EL}: \J\ltlh~~ -the ~Cb~S O\terdtJc Peri-nd is 00 months or mere tfi8f1 
that then it is Bad/Loss. 

r The bt:>nK' ha:r::- anoth"'r 'h ''"''''c- r.f""-rot-.~",...,..c- u,t-."'n -+h""" ,..."" -f",-r 1 ""· .... d;· .... ,... E) ·I<,V 
U I ..:> .)\ v \.1tJvVV} tJl - VJVI)IV "'!Ille,.} \"'''"'J ~v IVi L v}) HiB },hJn 

J\n21ys:s th3t is LPJ\ does net give more importance ·on the secl.!r~tY-father ·-ft .gives 
mere stgnificance on the business risk of the borrO'vvers.LRA's unique systems cf 



scoring and capable borrowers wit due consideration rega{ding their 
""r-.. rn,...;:rt.::."'"~ int~:-if'· ~nt4 r~~ .. frn:::.n't r---n::lC' .ilv ::;. ... ri ~(:h .f!N.M pr,t"'.J ....... fiOl1 ·t">:f tk.>-.· \""_ •• • t""_,,_~1V_) ~~·""""':::::1'."'il _t.\'; .-r-- ........ ]~ .• - •• \I. t....A::t-"- w .... ] _~I~ ~_ ..... _.. 1VJVV,"Y v itt:; 

"'.roJ·oct \fI,lhi1e the banver" "~On""",l",..1",,.,h .... r'" "'''·;·'''n~ .... ..I", l",·,,..,..I; ·n'" ,...;,.,\_ ",.""",,·1\:,., ·;<> 
~ v • vv, " u, v VI LJUII~aO"""'V~11 U.IV ~V"I!:J Ir.V '-'\..I 1\ .. ,.n ••• 11 ~ Ih.~ '\ CAIIU.J~lv 

fh .. "",,,,..,h'l 0/\ c ........... ' fh6\! ''''''e' .,£"''''''''''g , ..... .., ......... n"""lo.l~.-n.,. i,.., ...... nl"'m""n·f;n' ... ·th~ s· ... ~ 
\.'1 • VU~. I '-I V '\ • Vi. I. l,.' 'tv J U. HAVlt.. "\A • • 'V'u~ 1-'1 VUIVI' hJ ..... " 'it-J'IQ V, 'u ~ v '?,. ,'-'. 

The criteria specifi-ed in the LRA manual are veri much appropriate and 
~ ........ ~_f;"f" ...... ; .... ; .......... '" fh-. ";8"'" ".-1 "" ... ...s ~ ... "" 0 .... if h",,,,,,,,,,,,",,,C' ~'~I d;.u;l"U* .... ,~ t-'IU~III\..A\..V '!..v ,:ii:d:u'IIL..\J \. .. '- II "" VI ,,,,,,t,u"\8;. uu\. t'" U,"",vv.H\,.,...> 'V~I.J ' 'nHv n. Un"",. 

j.Gft.ex~ble ~n some cas'es to the . bankers I \.AJhich are Bxpta1ned before. 

Th ..... h~~t. h .......... " .. "hl""", ~" ...-hC;" l""n", ........ c'" l",... ..... ~-;.~ S....l-..eme u"'C<;!) ~. 'se r . 1 ....... V"""'~ tn. I ' ...... "" LA t-i" "-' ...... , ...... , •• ill I .... 1 u "-'V i hJVt.' I VI,-,"ui,, ' vi i. \ V '-'" _ \L...J'",,\...I'UU 

th-e bank has much formalit~es for giving loon against the secur1ties and it 
""~of~~."",,,, , • ..".-. . ,..."' •• "h ""~..;,,~ ·f, ..... r ~·ho h of ""he" -I 't • ..;,v.::\"'u~ '= ·;C";' -Yv11 :llU\..otl ~"_""v1. avt u',-, ccnsu;ners, ·aUOt.n.l·- t,-~r ~gtJa-re:n~ors SC '~~ $ 

very much harassment for them, 

C·~,-"''''''''''' ... ~'" ;n+""..,..;~\-•• ;n ..... i".f. ~~~~+ rn-.. ·"J.,.n.a4 .nrn. ...... l;-..,;, -....... ni:-- ri ·~ ",l.ca-.3r that ,t h ;-.. he.nv i~ 
, - ' I ''-1'1'' t~" .... US~'-'I "h ..... " · ..... ~ VI ' •. IU~i'-" '-"~~ t(.Af!:invv v'.="iJtVj\:lvv 11. ':1;;:;' ""'h ..... c ":I(".4~ \.1lt" Vc....al':~ .. :.~ 

in the big problem of giving loan, because \Aihen the loans are not refunded then 
+I-,~ •• h" • .", .. ~ ""~~: "","r ~ ,.~ .... .. h:_ 'o'r.t~ and " ~~h' ~h , •• :I! . .....,..+ """,,,,,II"! ==M t,... r-">.~.~,~ 
lIlVy 'Iclve:.. \.""-' vVI J~IUG, CJ: v e, i Ui~ ~ ~ I 91' .",,11 ,,'tfiu i Ivt 1 vc.u ] vc.l";:)} V' vvVV'-'1 

thot Il"'>c" 
\I,V\, ,'-'...,....,_ 

So the bank is in the huge troubie by prov1ding!o3nstc the consumers. H the 
I~.,.- ; ... ; ,.... I JP -~.,.; .. ;~ ..... 1-,"' .... +h~ h.,. .,.... '01;~ .... e.~ h •. .-II- "\$ .~J-- ... . ~.,. ;.., ".., ·",r ot) 'o~r)J 
;VOII l.,:,c U I \J''-.J PV"::'IUVI1 ·un:,t. \.1 v UCU'f\ 'l ,;:, 0c.ue, UUt ,UiC 'I\J'EJI; I v Il~ \JL., VI U,. UL... 

pcsrtion, then it \'.~H be ver-y bed for thc bonk. To find out thc proper 8nd accurate 
!n·!o;m~!cr. ~he1' h~\'e t~ be more concern abotJt.·the1r crvients and ~n t~me th'ey '\fiiH 
na'v'-e to monitor their p-erformances.tt ls'-reaHyexpensive and sometimes nat 
~:lc;h pGss:blc tc IT:G:1rror pcrfcct~J' _ 'So IT'they stop loan g1\;~1ng 1tten the bank~ng 
business vvi1l not be continued because the large portion of earn1ngs are come 
~,~" .r, r'.,' --t"h. ,n~ '';-;~'''''''' ~~....,. ,-f: .-"-;''''''' .''''' C ....... ..;·&.,.o~ 'J'::'!':'-'O "'=' ..... r01':"f.J -Jr:J""';' ·J·bl.c. ·:~""h;"h , _.1"'f.Cn _k_ .. .:aoid .c:'\-."" _ .. _ .. i__ '-1ul .'-"uv~ U, ,~. '-IV U Ivl '- u~ "" U ~,,-,ut.. "vu Iv YY W\.Ij ~ vu'. DC ~UJU Q..JI 

Dj~emma . 

l65 



Tomorrow's Bank Today 

'. COm I ·t~ ad ", tl 



5, ] , instructions for the overall bankii9g systeYnS: 

/\~ n pri\/otc bC:1!' u~~ "'i~.t1~h hG5 n good -rcpt.rtntion in the countpJ and else 
r>u t <:: 'I~A tl"e co·untr" thon +ho l-,~,...,t,. ",h",, ·.1~ ho I"n",·re ac ..... ·'·r"'te :?I·tl "'f +1",o~lr _ ' ~_ '-_ tl .. J """ \,) v "'""~.,), .. _ ).vv, ................ )))V\ V"-' ~ ~ \0.4) V \,)''-

--~- .... ------- .... ---' -.....,...., .~~ ......... " 'I; ·on" b-'~'" -1"o."'""l ~: ",.... , .. ·.;.&.h ~-4"'\.,.....n ...... a.~;ji+ ..... ""0 -4-hcl'r c·li-n~s ; .• H;J ", 'IVititOll\.;v",::, t:..;l ",U }.J1VVIU'C a 'V1.""ij GU.~t "::'"C-I-vr...,c; 'i'f'itl' 'C~""Vi ~H.Jilh.y 1." 'tltv i~ifi. 

~.4eke 8 geod relationship to their customers. An time a'vvafe about their 
C:US~vOier3 n~ads d:-;d d-e;-narid ·~lv·hat they 8xpect frOin tr.am. For these 1 the banl" 
must hove to be trained oil of their employees. 1:-; c'v'crj month :n all br::mches 
,.... ...... ,...\.,--,'.00..:- <,,h,-,, .1..1 ~ .. ~ ..... ..,. , ........ ..v<'h.-., ... H,;.Jf.. .-l~·H6"'6N ""..., .... lot""''''''"'''.,..~".,! h"""';:'p...J t.,-, th"";r _.I't-" .... Jjv\".,v ,._H t ·v~. ·\,.,M ,-".tU"~"'" •• Vin,v\ i VY ·. ·.h.i.~ ·~H;'\;.I-. vin. p~-'Vn:a~c'';:;' ~~"tU t-'l-c;'-' ....... ~a ........ sU""i 

cid c~'Stomers 'Nlth all the ne'h' customers\;vhichwi\! attract them. By these the 
h~r.l ... ~ ..•. _ .. ~:I ~:-.. -fh", .,..... ,~rs1"'~f~~~...,. ~~ ~h~ tr""'l;1"'~~ ~ir'\;-l .+h~ ,.,.....I""\.r,,,~l t':l'Pvhnl:-: :lo ... ...... . . ~ ~ .... :tll1 •• , h~ 
U''-''IU' ' .... IS. :::::p ..... ~ ".h., ~U~~'-''-'lI.lv.hJ IlVII I: UI:\.,., \.I-i ........ 'n,.Q UilU \.il'" ~"'ilvIVl~._ ..-"r':: r;t 'IV 'W __ 

took future clients. 

The bank managem~r.t should arran.ge continuous training operations in thG 
pa~~agB S...,~tBt;1 ;n dfffe~nt section .vith the diffemnt branches at e time and 
other time and ask different proposals from an the employees from the different 
sc-ct~;-:;. AGO the eX6\::uiiV6$ 'w .. m betiElnedfrnm the ·outsidecHhemuntry and 
"c.] ,", pl,l ·h!r>PS Of, ·pprfor, .....,"I:1 ... 't"'P~ ·fl"Vrv,"""1 H,",", rl.ff,v,.,...",+ ,f'o"";""n .hn ... 1J<:- .nnrl .. ,...."'''' ..... ''' ..,11 ·+h.-.:JI",.A\ U1 .. Jr",.... _ _\1___ 1.)1~U')l""'I\;;;Il\.' }V)~ vt..:.u.r,,-,, •. .n)"""";nl.)\,;,I'V~UU"".v 

cfients f€commendat!ons, 

The banking management should create them~c (l 'succes~ful by lncre3sing the 
8'v'aHabHity of a~: the mcnitors fur sU sections so that the authority v"t~ notice a1l 
the problems and i:-;sccumey af any branch. They wiH hove to Introduce new 
b2!'":~,~~ PC!r1!c!J::::! ~ tc 3li.~~~Ct tr-:e r~e',,\' custorners al'1u ~ el3ill the old .cllents. ~1ore 

T.h.o.-'l. ·' h.C'>,,;.~ "- ........ ~ht';'.o"", .. !.'.'!'- ",="u "-ho ",,""h.o.,. ~'!:" ___ ~<" ; ..... __ "......,. (; :<""o;~~ ..... ~.,., ~~f-!""':'.r.C: th" ....... a .~f~~ 'f~e" 
• I Iv J ; IU V v \.V Vt,Jvvl V v <All U I"",,, vb Ivl val."";'::j rv.'v~v..:J elliu UV-;VI'G u :VC:J"Ci Uu ....... , -..,:, uS 1 

h,." .'.e fh j,..,trrv-!ur-·o ""P"I ;r!e""~ ""hi"'·h , .,ill fP""n" rl .. """ , ""HonE,..,,., ·th6 c1ionf.:- h,-.+h ""6" , 
I'\"A 't ~ \.'-J "'\.1............ vv '\ \v ~ 1\ .. .1: ~vl ... )I) I\....t- ... v I~i \:.":;.41\) ....... 1 CA ''i '''' U1..\'VI ..... IV) ~ \.i IV IIv Il0 U,-,\.}} "'v"~ 

arid c!d. Aj1~ b~: the t~i7;~S ~hey· ~';·liH ha\lB tv be "agglcSSl\/e b:i operat~ng r.C4
;'': 

performances "like - Eld\lert~semcnt cf nc\v cffertngs: cc"Hcct the phone biHs in 
the brznchss. ~:3 ~~c! the pe-cp!e C3f~ paj' their bUts from any areas \Vhefe they 
live, And all time in each branch must be safe for c::~~ the clients and 31sct!is 
"c;;r.p"!Cj'8C2; c:-;-d ~;;c r!iG;1cg"8r;1cm sr1c".,dd more conscious about 1hei!r office 
environment. They should introduce ArM Card System, Tele-bailking System 
c-....,,~ _,.;,,1 ... ~""",",.;", ...... h.'19 "'~~ne~ ;"hQ~~~.';f":'::}.~s 
UilU '-1Ufvt-\ ";:;'Cc vi,-"G Vj t..:CCi . i U ~ fv "\';.-il;JfV,,~~ "" . 



5.2~ Suqqestions tor the impYDVernent of credit 
financing of IFle Bank: 

A private bank is a very good posITion in the people's mint! as their periormancB 
and the €xpectation of the general people is reaHy extremely high mainly those 
-#ho are conscious ac-{YJt their act~'ffies end IT trte bank 15 ~Y~n rept.1ed. The 
people those who are involved in business and trade in different foreign country, 
H ... .=r. .".r.,."...e4-;,.,.., .- .~ .+1--.."",,, ""eed +---. ~+ +h- cr.r. .... .r.ri, ..... ,ih.l i-,.,u ~f "'}.,.,p .!nu"""'s 4.;t"~·""",..4:,!"!n cnriu· 
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elso for Le. Also the general consumers need to give loan for buying different 
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and it is a large opportunity to earn a large amount of profit, And the risk is 
ai~~¥stii ~~i 'i :S~~~(J~ uf givtng k;~n_ That means when the bank sanction k;an then 
they have to take risK because that loan may not be refunded. Then the bank wil1 
iocur a great loss. So tt.:;y will ha're to ~mpfOve it";;:: credrt fman--:::rng system before 
providing the loan by different ways: 
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~. 

'Ni!! never incur any loss by giving 1oan. Such as w Lending Risk Analysis 
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\vithout any types of ronstraintsand an ........ m periodicaUy. By which it C3f: 
• • ~.J~_4 ........ .J 4h"" 4 ___ ..4 "'~~~ .. ~ ... .,.."..,..: .... ..1 0'" .. "' ....... · .. · ..... sM.· ,d·!U...e ........ .,.oj. p .... "":~: .... - "'n~ 
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then thc banking managoment wm ta!~c decision, wh:::::;; ' .... mgct loor. or not. 
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purpose of taking ~oon and all of their information, monitoring perfectly their 
:-68: pusit;uri arid cCiiipa:-e 'vv;th thak giv€m information, the real uses 'Of that 
toan . The previous informstionof t3!~jng loon or not, if that cHcnt took loon at 
<th"",.,-,.'5·,hr-. •• c· ~"",6r,..-j ·4+-,0 ..... ·4hPok""' ..... !r J.......c· ....... -r. ... rI ...... ·d .. tho .... '='<cl fOJ"on. .... .4 OHO;:'''' 
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refund '- time, amount, and any type of frE"':;G C83G or other monitoring. 

} ... The b3~!-: r:1z~::ger:1e!":'t 't.'m have to train ail the em~oyees to ·aware ·about the 
·~"' ·r.--! ·;"'~+es th~L:> UJho "'·pplyin'" f",r .. "'I, .; ..... g I"'''' .... \I\(i~h ~,.... .. ~he" ",;11 h"".,.", ·f", 
,",CA' ,U\Uuc v 'v",,", VY, U '18 VI It:H\\\ I IvaI l. v \I,ll I li len lI' Y VV I\\ I ,uv0 LV 

~;A;:: .... !~~ .o lA~ 4vnb~ .t).~t mp-~n~ , -u-""; ,,...,. l>; rv":\·~:rI;.rJ~tQ _~np. ' 'I-...... ....a :u~ ... ·rh6t .To...1r~ _nf .Jn.~n 
~""'. IVI\,.A,-," \. i ._ ~V~ •• t.J t''-''-' '-, 1\.,.011'- 1 Ii ' '-''-"''I .......... ~ II,",' II ~_ ,u.ut.Ol. .. "" (AP ,'CU ... ~"""i. ~J "'_ .....,. . 1'-'~' I 

8nd the amount alsc. That means they wi~\ r.av6 to divide the candidateS on 
i!;-c b'o3:;S ~f ·!~c~ "typ~:; Hkc - scrr.~ apptlGd for leg term, seme are for stlmt 
term and some are for medium term. 
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r They also meaSUf€ the gc-oo -pDstti-Grted company and their competitors and 
a lso alftype -of \Ateaknesses. . ~ 

At last it -can say a1l the procedures must be very accurate and quick without any 
hB:nS'S~C~~ 0f the ccn-d;dt:tt:~ end ~hc bnn~ ,\,.tiH hove to c~ear tr.effi about their 
Of;-8rations and that's why those who v·:\!! be aware 3n~ -:;ot t~ try to if:'Jdve any 
~ .""..,.'" .~~ t~, • ....1 e~~ ."lI oj.h."s n .,.,, ·,f:.rs" "he h ." ..... j. Hnl'l h c:n .• .." t ..... ·+rc'lne....l;n ~""rms o.f 8H 
lJt--'v-3 vi UCAUU. i VI UII lilt.:;. C. en. ,11 l l 1 - IJCAII \. "VIti 'Iay,-, V to' U.' {\J i • . , "h 

types of risk averse bonking policy by giving loon for anyt8rms and :Jtt'f3ct more 
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should make more flexible the C-onsumer Credit Scheme for attracting the 
C~:}!"1SUmer 3nd aU other teen -categories. 
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Limitations of collecting the infQrmatio1} fro-m IFIC Bank: 

/\ p~,,':rte b~i1~, h:!~ '2!t~e3::Y ~n d·!fferen! Hm~tC!ttons the~r o\\'n . They ha\te some 
tCeElS, which they don't want to expose to the others because the entire private 
~~:-:~~ t;~',;'8 d:ff~~Gr:t CC-:if:d8:-:!:u~::-:fcrmDtior1, \vhlch are on!yforthek analysls_ So 
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~de3e. 

They heve the -limit-attor. to provide 8\1 sorts cfinformsticn s;Jch as their bad 
cet!ts 1 ~~~,:htcr! a;e ~!as~t!~ed, "Unctassffied, recc'ver'l rates, loan ·sa·ncticned, 
rl;",}-" >,r""e'men't 'm"'I'nfy ·thr''''e ore ·the;r "'ecret 'r""+9 , .,.1.-...-+ · .. I.-. G..., ~re '~r~'~a' '''O ·f~,.. ","vUUlv I CI I Iv..:> ' o · I I '" I OlIJ, VVIIOllil - J 01 \JII:;IJ II:; iVI 

present to the others. 

All the rattos, 3GSets, liabilities, theirposit:on 'inthe pr;'v'ate bank it is also only for 
fuc!t ~ecr·~ t8p~C. B"!....i they gNe·t~O$~ 'CO'me ideas ·b"L1 fl'ot clear imormetion is 
-gathering is really tough for their -own limitations, 'which are mentioned for them 
........... 1" ... "' .... M ~ ..... 1 ...... ; ,.. .... . u ......... """ ...... h --l-h."". """'r> ~ •• h.';sh '~":"'he npnc·.-.n! peop.'" {:h.::n, 
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91VB :i:3!nly those and more but notexcess, by which they VJH! be in tmu~!ein the 
futur-€. 

There is another limitation to collect the data is that the ma)(imum time the 
o.rn.",",I·~'6l:""\"'" r..-r" ~'"" h'l~ 'J h""\. -.l-ho';'r "\. ,,..,,rt,~ l'::!~ .... ~., ,....,.,..,..\f- hC\t~ ~""'a- 'l-'~ f~l~' -tho 0. ~~~mCl; 
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mann2r, ',vhen they talk tsbout anything with explanation then may be their clients 
\.:~~ ~crr.c C~~ there \·'I·O~ G b:-cc!~ cf'Gotcd c~d ogoin the some concentration -af'td 
explanation :were disturbed. That's why the 3CtL!3! and perfe'2t infcrfr!3ticn is nDt 
coHected for 8H t+mc. 
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Conclusion 

Internationa! F inance Investment And CommerDe Bank limned, which is -a, very 
ok] private of Bangladesh,\ivhichhas a good reputation also all over the country, 
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such as - as an old private bank the number of branches allover the country are 
~ OVyiC~ vvi~th ~c;~psr;~g o~her ·o!o bent,s. They hO\le a~so another prcb~em-Gf -ttifr~f 

seNice sed-ot t-o the -clients because sometimes the S€rviCBS are slow, that's why 
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{S ~tr{ct mainly their Consumer Credit Scheme {CCS), \.vhich mnl'\c the dents 
mere d:sturbed to get the fac:i!ity tc b .. j! their necessary goods, VlJhen the bank 
-""~ .... ">,... fr.r I .on.rlj·,,,>n ' Rj'~t , t.,.,,,,J, JC'j'" IJ RA) +h~n th.oy henl"" .40 f""",,,,,, drff· ""r",...,.t ",,",,, ,,",J"'m'" 
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;]~so_ Thc~r crcd;~ finQ~c;ng process is '~'cry strict \flhich Wps the bant, to reduo=~ 
the fisk of refund the loans and fraud case wil! be reduced. But on the other hand 
th~SC"',,~~rhc 8~e ~e8! bcrrov'lers a~dthose dcn~ hove any "freud idea, the~.,·can ~t 

tolerate those type -of {igiupt-ocedures by \vfdCh when they go for t3king \can for 
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dauses \,vhich mainly toke more, 
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finandng by making it mo-r-€ -easier for the client!; ::md nlso make sum th"8t by 
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the loans me in the classified pOSITion mainly in Bad sno Loss position then the 
b3n~ case ~:l the -ccurt '3g3~-:"1st -the bcrrc\tf/er to repay -the fGan to r.f;cGv-ery those 
tosses. But before taking dedsi-on to go to -court the bank. warn the borrower to 
rcp8J' ·th·c !cc~~ cr1d ~f there ~s no response then they '~lb f3r '~lf,-errd ·fegu~ati·cns. 

Tt"it bank has e good position because they have enough surplus money but 
the)' ca;;'t pmpC:1~y t:t~! ~zc 18 gh:c mo~ os crcdrt beCGuse of the tack of feh'ab~e 
customers. }\nd sometime those are in the classified 13st position th3t means 
th~se ~88~S s~-e 8Gd cr;:j LCS3 p0S;~tC~ tr;~;"i they hov'e to tat\e -the ~dectstcn to g·c 
f~lr ·~-OL.!rt f-8t those bGrrG~lefS BRd -that's vvhy the expeRd1turc also t3rge 3mc-unt. 
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expenditure, so for the last few years their irlcoi:lc is i:lCrC8Scd ::cmporcd 'Nith 
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more C"Jstomers, whet the other differe:lt banks already offered and gain a huge 
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'offerings for gaining more customers by \,vhich they can earn more profit. Ai1d for 
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