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Executive Summery .

This report aims at providing an ovcrall appraisal ol the SMIZ (Short and Medium
Enterprisc) Banking Activitics ol BRAC Bank Limited. Before going Lo the analysis, il
Is mandatory to know somcthing about the organization (BRAC Bank Ltd.). its principal
activitics and its core products that it offers to its customers. Alter that | have discussed
about the SMF loan, s classifications and the wholce of tfs process starting from loan

sancuon to recovery and closing of the foan.

In Chapter-1. I have mentioned objectives, Scope, mcthodology and Eimitation of my
study. dn Chapter-2, Fmade an overview of BRAC Bank Limited. In this Chapter (chap-
2) T have tried to focus the Bank™s history, its mission and vision, major departiments,
business units and major products and scrvices. 1 have aiso tried (o give an overall
performance cvaluation of BRAC Bank Limited in Chapter-3. SMLE is the next seciion,
which is Chapter-4, where 1 gave my concentration. Here (chapter-4) 1 have focused on
the tarms and conditions of giving SMIL loan, enterprise sclection criteria and
documentation. Then | have discussed about the procedure off SMi loan where

delincated the sanction, disbursement. repayment and closing of SMLE Toan.

Finally 1 have identified some problems of SME Banking Activitics of BRAC Bank

Limited and conclude my report by giving some recommendation.
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Objective of the report
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Limitation of the Study



1.1 Overview of BRAC Bank Ltd

BRAC Bank Ltd., a full service commercial bank with local and Intemational
Institutional shareholding, 1s primarily driven by creating opportunitics and pursuing
market niches (1.e. SME Banking) not traditionally mect by conventional banks. BRAC
Bank has been motivaled to provide “best-in-the-class™ scrvices 1o 1ts diverse assortiment
of customers spread across the country under an on-line banking dais. Teday, BRAC

Bank 1s onc of the fastest growing banks in Bangladesh.

-

Tablel.1l: Corporate Profile

- = = ; A
[ Inauguration of Bankine Operation 4" July. 2001
5 5 ‘ b

First SME Unit Office | 01" January, 2002

Stgning with western Union 5% November, 2003
fos o . >

First ATM Installation 7;3“rAP1"'»17 2005

| Listing With CSE 24" January, 2007

Listing with DSF 28" January, 2007

~ » . TH H st - =
Commencement of share trading mn | 317 January, 2007

DSE and CSE

No of Employee 3,047

‘No of Branches 26

Source: Annual Report 2006



1.2 Objective of the Report:

1. To know the overall Activities of BRAC Bank Limited.
2. To Appraise the Performance of BRAC Bank Limited.
3 To Appraise the SME Activitics of BRAC Bank Limited.
4. To ldentity the Problemss of SME BRAC Bank Limited.

5. To recommend some remedial measurcs for the development of SME Activities

of BRAC Bank Limited.

1.3 Scope & Methodology of the Study:

1.3.1 Scope of the Study

e Conceptof SME and its impact in overall ecconomy of Bangladesh.

» Entrepreneurship development situation through SME banking,

o Importance of SME banking in context of Bangladesh.

> Small entreprencurs of rural —urban spectrum are enjoying the BRAC Bank loan
factlity without the presence of bank at rural area.

¢ Virtual banking concept through SME banking.



1.3.2 Methodology of the study

h conducting the study, data and information have been collected from different
sources. All these data were collected {rom the secondary sources and very few from

primary sources. The sources of data arc stated bellow -

I. Primary Sourcces:

e Discussion with SME Officers in Different SME Unit office of BRAC

Bank Limited.

II. Secondary Sources:

s  Website of BRAC Bank Ltd.
e Different statements of bank.
= Annual report of BRAC Bank Limited.

e Consultation of related books and publications.

[1I. Processing of Data
After collection of the raw data, the following computer packages had been used for
cditing and processing -

e MS-Word
e MS- Excel



1.4 Limitations of the Study:

The study has suffered from a number of barriers-

e Data from BRAC Bank is highly confidential for the outside people.

e The information of BRAC Bank Ltd was not found in a structured way.

e As the bank i1s a new bank in terms of its years of operations, so thc muitiple
regression analysis was not possible.

» | created a conceptual framework of the topic.

o Time 1s also a big constraint for my research. 1 have to submit a broader deal v a
shorter form of outcome.

o L was difficult Lo communicate with the customers, as many ol them were unabic

to give me much time for intcrview.
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2.1 About BRAC Bank:

BRAC Bank Limited, with institutional shareholdings by BRAC, International Finance
Corporation (IFC) and Shorecap International, has been the fastest growmg Bank mn
2004 and 2005 i Bangladesh The 3ank operates under a "double bottom hine" agenda
where profit and social responsibility go hand m hand as o strives tlowards a poverty-

free, enfightened Bangladesh.

BRAC Bank focuses on pursuing unexplored market niches i the Small and Medium
Enterprise Business, which hitherto has remained largely untapped within the countiy. In
the last five years of operation, the Bank has disbursed over BDT 1500 crore in loans to
nearly 50,000 smalt and mediom entreprencurs The manapemoent ol the Banl belicves
that this scctor of the ceconomy can contrtbule the most 1o the rapid generation of
employment in Bangladesh. Since inception in July 2001, the Bank's footprint has grown
to 22 branches, 350 SME unit offices and 19 ATM sites across the country, and the
customer base has expanded to 200,000 deposit and 45,000 advance accounts througeh
2006. In the years ahead BRAC Bank expecis o introduce manv more scrvices and
products as well as add a wider nctwork of SME umit offices, Retal Branches and ATV

across the country.

2.2 Background

BRAC Bank Limited s a scheduled commercial bank i Bangladesh. It established in
Bangladesh under the Bankmg Compantes Act, 1991 and incorporated as private himited
company on 20 May 1999 under the Companics Act, 1994 The primary objective of the
Bank is to provide all kinds of banking business. At the very begmnmng the Bank laced

some legal obligation because the High Court of Bangladesh suspended activity of the



Bank and it could fail to start its operations till 03 June 2001. Eventually, the judgment
of the High Court was set aside and dismissed by the Appellate Division of the Supreme
Court on 04 June 2001 and the Bank has started its operations [rom July 04, 2001, The
Chairman of the Bank is Mr. Fazle Hasan Abcd. Now the Managing Divector of the bank
1s Mr. imran Rahman. The bank has made a reasonable progress due to its visionary

management people and its appropriate policy and implementation

2.2.1 BRAC

BRAC, a national, private organization, started as an almost entirely donor funded,
small-scale relicf and rehabilitation project inttiated by Fazle THasan Abed to help the
country overcome the devastation and trauma of the Liberation War and focused on
rescttlmge refugees returmng, from India. Today, BRAC has emereed as anmdependent,
i

virtually self-financed paradigm i sustamable human development. s one of the

largest Southem development organizations employing 97,192 people, with 61%

women, and working with the twin objectives of poverty alleviation and cmpowcerment

of the poor.

2 Tt = - 1 ' - ann -2 AR A
2.2.2 International Finance Corporation (IFC}

The International Finance Corporation (IFC) 1s a member of the World Bank Group and
15 headquartered m Washington, DC. Established in 1956, 1FC's mission is to promolc
sustainable private sector tnvestment in developing countrics, helping to recuce poverty
and rmprove peoplc's lives.

HC 1y the Tarpest multifateral source of foan and equity financing for privaie secior
projects m the developing world. The orcanization promotes sustamable private sector
mvestment - developimg countries that 1s ccononucally beneltcal, financrally  and
commercially sound, and cnvironmentally and soctally sustainable; as a way to reduce

poverty and improve peoplic's lives.

O



It 1s the belief of the organization that sound economic growth is the key to poverty
reduction; that it is grounded in the development of entreprencurship and success(ul
private investment; and that a conducive business environment 1s necded for the fatter to

thrive and contribule to improve peoplc's lives.
IFC promotes sustainable private sector development primarily by:

> Financing private scctor projects located in the developing world.
o Helping prnivate companies n the developing world mobilize financing n
international financial markets.

= Providing advice and technical assistance to businesses and government

2.2.3 ShoreCap Intermational

ShoreCap International Lid. (SCH 15 an international privale cquity company sceking to
invest in small business banks and regulated micro-finance mstituttons in developing and

fransitional economies.

.ShoreCap was launched by ShoreBank Corporation, America's first and feading
community development and environmental Banking Corporation. It invests i small
business banks, regulated micro-linance mstitutions and other regulated non-bank
fmancial service companies striving to profitably meet the credit needs of micro

entreprencurs and small businesses in underserved markets.

ShorcCap butlds on ShoreBank's strong history of investing in the renewal of local
communiites n the U.S. and mternationally. ShoreBank's micmational work began in
1983 by advising Dr. Muhammad Yunus and for 10 ycars doing the financial feasibiity
work for the major msttational donors to the Grameen Bank i Dangladesh.

For twenty of its thirty years, ShoreBank has been working to relcase the dormant
entreprencurtal energy ol people in developing countries. ShoreCap 15 the next

progicssion in that work. ShoreBank 1s a 9% mvestor in ShoreCap.



2.3 Logo of BRAC Bank Ltd.
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2.4 Shareholding Structure:

Table: 2.1 Sharcholding Position

Shareholders Percentage of holding
' BRAC 31.74% i

IFC 9.50% |

Shore Cap Intemnational | 8.76%

General Public through 1PO 139% |
Mutual Funds through IPO | 5% -

Non Resident Bangladeshis 5% - N
| Total o 100%

Source: Annual cho.-.:f 2006

Table 2.1 shows the Shareholding structure of BRAC Bank Ltd. It 1s observed from the
table that BRAC is the major sharcholder that holds 31 74% sharcs of BBL. 1t 15 also

reflected from the table that BBL has raised 50% of therr capital from capital market.

Percentage of holding | O BRAC
5% ‘ TIFC
5% |

40%

A 2% 0 Shore Cap |
1:\ " International |
N~
0]

|
\ iD General Public |
|

through IPO

|
9% ' Mutual Funds |
Lt |
through IPO |

1

Diagram 2.1: Shareholding Structure of BRAC Bank Ltd.
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2.5 Corporate Vision ;

BRAC Bank will be a unique organization i Bangladesh. 1t will be a knowledge-based
organization where the BRAC Bank professionals wilt learn continuously from their
customers and colleagues worldwide to add value. They will work as a team, streteh
themselves, innovate and break barrters 1o scrve customers and create customer loyalty

through a value chamn of responsive and professional scrvice delivery.

Continuous tmprovement, problem solution, excclicrice i service, business prudence,
cfficiency and adding valuc will be the operative words of the organization. BRAC Bank
will serve s customers with respect and will work very hard to mstill a strong customier
service cullure throughout the bhank. It will treal its cmployees with dignity and wall

o
© i e

burld a company of highly qualificd prefessionals who have mtegrity and be
Bank’s vision and who arc committed to its success. BRAC Bank will be o socaliv
responstble mstitution that will not lend o businesses that have o detrimental impact on

the environivient and people. So Brac Bank operates following a specific vision hike:

Building a profitable and sociaﬂy responsible financial institution

focused on Markets and Business with growth potential, thereby

assisting BRAC and stakeholders build a "just, enlightened, healthy,

<

democratic and poverty free Bangladesh”



2.6 Corporate Mission

e Sustamed growth in 'small & Medium Enterprise’ sector
¢ Continuous low cost deposit growth with controlled growth 1n Retained Assets

o Corporate Asscls to be funded through sclf-lability mobilization. Growth in
Assets through Syndications and Investment in faster growing sectors

o Contnuous endeavor to increase fee based income

°

Keep our Pebt Charges at 2% lo mantam a sleady profitable growth

= Achieve efficient synergies between the bank's Branches, SME Unit Offices and
BRAC field offices for delivery of Remuittance and Bank's other products and
services

e Manage varnous Jines ol business 1 a fully controfled environment with ne
compromisc on service quality

o Keep a diverse, far flung team fully motivated and driven towards matenalizing

the bank's vision mto reality



2.7 Corporate Values s

The Bank’s Strength emanates from 1ts owner - BRAC. This means, it will hold the

following values and will be guided by them as it docs 1ts jobs.
Valuc the fact that we are a member of the BRAC [amily

e Creating an honest, open and enabling environment

¢ Have a strong customer focus and build relationships bascd on integrity, superior
service and mutual benefit

o Strive for profit & sound growth

= Work as a tcam o serve the best interest of our owners

o Relentless i pursuit of business innovation and tmprovement

e Valuc and respect people and make decisions based on merit
Base recognition and reward on performance

o Responsible, trustworthy and law-abiding in all that we do.

2.8 Goals

BRAC Bank will be the absolute market leader in the number of loans given to small
and medium sized enterpnses through out Bangladesh. 1t will be a world-class
orgamization 1 terms of scrvice quality and establishing relationships that help its
customers to develop and grow successfully. 1t will be the Bank ol choice both lor tts

cmplovees and its customers, the modcel bank in this part of the world.



2.9 Objectives of the Bank

The objective of BRAC Bank Limited is specific and targeted to its vision and to
position itself in the mindset of the people as a bank with difference. The objective of

BRAC Bank Limited 1s as follows:

= Buwldmg a strong customer focus and relationship based on integrity, supertor
service.

» To creating an honest, open and enabling environment

o To value and respect people and make decisions based on merit

o Tostrive for profit & sound growth

o To value the fact that they are the members of the BRAC family - comutted to
the creation of employment opportunitics across Bangladesh.

o To work as a team to serve the best interest of our owners

o To relentless 10 pursutt of business innovation and improvement

e To basc recognition and reward on i)er(*brmzmcc

o To responsible, trustworthy and Jaw-abiding in all that we do

= To mobilize the savings and channeling it out as loan or advance as the company
approve.

e To cstablish, maintain, carry on, transact and undcrtake all kinds of mvestment
and financial business mcluding underwriting, managing and distributing the
1ssue of stocks, debentures, and other securitics.

e To linance the international trade both in mmport and export.

o To develop the standard of Living of the limiled income group by providing
Consumer Credit.

o To f{inancc the industry, trade and commerce 1n both the conventional way and
by offcrning customer [riendly credit service.

» To cncourage the new entreprencurs for investiment and thus to develop the

country’s industry scctor and contribule to the economic development.



2.10 Bank’s Culture )

Bank has adopted trust as a corporate value which is acronym for tcam work, respect for
all people, unquestionable mtegrity, excetlence in everything BRAC Bank of SMLE do,
Sensc of urgency 1n getting things done and total commitment.

All employcees are expecied to conduct themsclves e accordance with the rulex and

regulations of the bank.



211 ORGANIZATION AL STRUCTURE

Management Hierarchy:

Chatrman

Board of Directors

Managing Director

Deputy Managing Director

Executive Vice President

Scnior Vice President

Vice President

Senior Assistant Vice President

Assistant Vice President

Senior Principal Ofticer

Principal Officer

Senior Officer

Olhicer Grade [l

Officer Grade )

Junior Officer

Executive




2.12 Departments of BRAC Bank Limited:

If the jobs are not organized considering their interrelationship and are not allocated in a
particular department it would be very difficult to control the system effecuively. H the
departmentalization 1s not fitted for the particular works there would be haphazard
situation and the performance of a particular depariment would not be measured. BRAC

Bank Limited has does this work very well. Departiments arc as follows:

I, Human Resources Departiment

2. Financial Administration Department
3. Assct Operations Departiment

4. Credit Division

5. SMIE Division

6. Intemal Control & Comphiance Department
Marketing & Product Development
Impaired Asset Management

9. Remittance Operation Department
0. Treasury Front

Ll Treasury Back

[2. General Infrastructure Scrvice

3. Information Technology Department
4. Customer Service Delivery

15, Cards Division

16. Call Center

I7. Cash Management

18. Secured Remittance department

19 Women Entreprencur Cell

20. Payment Service



2.13 Business Units

There are five different business units generating business BRAC Bank Limited:
» Small & Medium Enterprise (SME)
e C(Corporate Banking
e Retail Banking
e Treasury

e Remittance Services

All the units are being operated 1n a centralized manner to mimimize costs and risks.

2.14 Products and Services

2.14.1 Small & Medium Enterprise (SME):

For SMIZ loan operation, BRAC Bank Ltd has in total 900 unit offices, 80 zonal office,
12 territory and 1800 Customer Relationship Officers. These CROs (Customer relation
Officers) work for the Bank to converge clicnts for getting the SME loan. Once CROs
get the loan application and if it i1s less than 500,000 TK then zonal officer has the
authority to approve the loan. But if 1t is above 500,000 then the CROs send it to Head
Officc for all neccessary approval. Atfter approving the loan then Asset Operation
Department starts its work. As the scopes of businesses are growing, the amount of files
and disbursement is getting bigger. In May 2007, AOD has processed 3249 files
amounting Tk 1,235200,000. So SME Division's success greatly rclics on the
performance. Jp to April 2007, BBL provides loans (or 70000 clients and 1 total 22065

crore TR, But the most important thing is only 17 crore TK is bad loan; this is a great



achrevement for SME unit of BBL. Currently they have 44147 outstanding clients and

total 1070 crore TK SME loan.

SME Products-
1. Prothoma Rin.
Supplier Finance.

Anonno Rin.

Rl R

Digoon Rin.
5. AroggoRin.
6. Pathshala Rin.
7. Opurbo Rin.

-

(Definition and Details of SME Products will be discussed in Chapter 4)

SME Loan process flow is shown below-

When a customer comes to the unit office for a loan request, first he/she mects with the customer

relationshup officer to discuss about the loan, which loan product 1 suitable {or him/her. After thea

the Following process takes place:

- | Customer Relaﬁ(m

Officer ——=

SME SME

Business Division — :“T Credit
| _ _ _
Final Loan
Approval




2.14.2 Corporate Banking:

Categorics- the facilities our corporate Division offers to our customers are mainly of

two-

Funded Facilities Non-Funded Facilities

Funded Facilities-

Funded tells us that this typc of facilities allows the customer to have money “on his
hand’ for usc i.e. he will get money as to mcet his business demand. Examplcs are-

»  Working Capital Loan.
o Over Draft Facility.

e Tcerm Toan.

e leasc Finance.

o Demand Loan,

Non-Funded Facilities-

Non-Funded facilities are those type of facilities where customers don’t get fund on their
hand rather get Bank’s Guarantee service to do intemational trading-tmport and export.

Letters of Credit, Bank guarantees ete. arc the examples of the non-funded facihtics.

Working Process ef corporate wing-

An cexample will be handy to understand when the corporate wing starts its work. Say
you arc one of our clients. You need Tk, S core to be used in your business. 'Fhe first you
may contact 1s the RM (Refationship Manager) who is our delegate to make all kinds of
negotiation wilh you. He then Would take the proposal to the corporate Head takes 1t for
further analysis such as whether it would be profitable venture for the Bank, or whether
the Bank can disburse more i the mdustry cte. Then if the Corporate Biead thinks it fit

to go ahcad, he then would take the file to the credit division — works to find out the

19



worthiness of the borrower and other relevant facts important to assess the possibility of
recovery. Then it goes to the credit committee and then finally the file goes to the

Managing Director. A diagram 1s given for better understanding-

.
=
-
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"E%
g
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<+

2

_Q : (E‘fﬁfl: 3

o :
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2.14.3 Retail Banking:

-
Retail Loans are consumers’ loan. Based on the customer demand these loans are given.

BRAC Bank has a wide range of retail loan-

. Car Loan. 2. Doctor’s Loan.

3. Securced Loan/OD. 4. High Flyer Loan.
5. Top Up Loan. 6. Credit Card Loan.
7. Study Loan. 8. Teacher’s Loan.
9. Now Loan. 10. Salary Loan.

Process Flow of Retail Loan

Branch/ Retail

Credit Manager
Sales Officer Business Division
Asset P Final Loan
Operation Approval

BRAC Bank’s Retail Division 1s being operated centrally. Under the Retail Banking
Division all the branches, which acts as sales & scrvice center, arce reportable to Head of

Retall Banking. Difterent products of Retail Banking are as follows:

i) Deposit Products

i) Lending Products

ir) Locker Services

1v) Remtttance Services efc.

The product and scrvices that arc currently available are given below-
} y g

21



1) Depository Products

BRAC Bank Limited is now offering 6 depository products for mobilizing the savings of

the general people:

e Savings A/C
e Current A/C
o STD A/C

e Fixed Deposit A/C

e DPSA/C

II) Loan Products

BRAC Bank 1s offering the following loan and advance product to the client for

financing ditferent purpose that fulfill the requirements of the bank and have good retum

to the investment as well as satisfy the client. The loan and advance products are:

Loan Product

!

Sceured Ity
{Which is backed by 100% Cash
Covered/ other securily)
~  Sccured Loan

= Scared Overdralt

!

Partly Sceurced Facility
(This is partly securcd by cash)
e Life Style Loan

o Professional Loan

)

Unsccured Facility
e Insta Cash
=  Credit Card Loan
~  Teachess™ Loan
s High Myer Loan
»  Now Loan

e Salary Loan

22




IIT) New Product and services

The bank has its concentration for new product and services devhelopment for satisfying
its customer and increasing its customer base. The bank firmly believes that technology
based product and services will play significant role n the performance of the bank as
people are getting more conscious about their scrvice quality. They preler now faster
scrvice with least cost. For delivering faster scrvice the bank has introduced online
banking service from the very beginning, There are some new products and scrvices that
BBL has lately introduced. These are:

» Now Loan

o Salary Loan

e Credit card Services (Proposed)

» Islamic Banking Services (Proposed)

s ATM services

BRAC Bank Limited 1s always emphasizing the improvement of banking service and
betterment of living standard of the gencral people of Bangladesh. The product and
scrvices are targeted 1o the lower level to the upper tevel mcome group m deposit

collection. For lending, the scrvices are made if certain requirements are fulfilled.

V) Treasury

Money Market Desk

BRAC Bank has a strong presence in the Treasury Market in Bangladesh. The Money

Market Desk of the Treasury Division mainly deals in Bangladeshi Taka transactions.

The basic activities undertaken by the Moncy Market Desk are:

~  Management of Statutory Reserves viz Cash Reserve Ratio (CRRY &
Statutory Liquidity Ratio (SLR)

» Daily Funds & Liquidity Management

» Investment Management
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Treasury Services

» Call/Ovemight Lending & Borrowing
» Term Money Borrowing & Lending
» Repurchase Agreement

~  Treasury Bills (T-Bills)

v) Secured Remittance Services {(SKS)

BRAC bank has introduced an innovative remittance services for Bangladeshis living
abroad with some unique features compared to any of the existing remittance program,
Bangladeshi expatriates can now send their money (o their relatives any where in
Bangladesh cven o the remotest part within 24 hours al a rcasonable cost and

competitive exchange rate

vi) Information Technology (IT)

BRAC Bank Ltd. is currently running countrywide true online banking system. The
system allows their customers to do transactions all around the country. The bank
cheques are all marked with Barcodes that makes cach cheque unigue and disallows 1t to
be duphicated. Al the sipnature and customoer mformation wiath therr pretures can be
vertfied from any console at any branch on the bank. We also ensure OfTsiie backup and
Disaster Recovery. Thetr Goal s to provide a truc onlme baking system, which will not
only Tullill the demand of time but also set new benchmarks in twenty-{irst centuries

banking world.
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2.15 Special Features

~ All Branches are computerized
7 99% of the bank’s work 1s automated using latest technology
» BRAC Bank 1s a member of SWIFT community

» Intercity Branches are connected via optical fiber backbone network
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2.16 SWOT Analysis ~

SWOT analysis 1s an important tool for evaluating the company’s Strengths,
Weaknesses, Opportunities and Threats. It helps the organization to identify how to
evaluate its performance and scan the macro environment, which in turn would help

organization to navigate n the turbulent ocean of competition.

2.16.1 Strengths

A. Company repulation:

BRAC bank has alrcady cstablished a favorable reputation in the banking industry of the
country particularfy among the new comers. Within a period of 5 years, BBL has already
established a firm footing mn the banking sector having lremendous growlh n the profits

and deposits. Alf these have lead them to camn a reputation in the banking ficld

B. Sponsers:

BBL has been founded by a group of comnent enticprencurs ol the country having
adequate tinancial strength. The sponsor directors belong (o prominent resources persons
of the country. The Board of Dircciors headed by its Chairman My F H Abed

‘therefore, BBL has a strong {inancial strength and 1t bwilt upon a strong foundation.

C. Top Management:

The top management of the bank is also major strength for the BBL has contributed
heavily towards the growth and development of the bank. The top management officrals
have all worked in reputed banks and their years of banking experience, skills, expertise
will continue to contubute towards further expansion of the bank. At BRL, the top
management 1s the driving force and the think (ank of the organization where policies

are crafted and often cascaded down.



D. Facilities and equipment:

BBL has adequate physical facilittes and equipments to provide better services (o Lhe
customers. The bank has computerized and online banking operations under the software
called MBS banking operations. Counting machines in the teller counters have been
imstalled for speedy service ant the cash counters. Computenized statements for the

customers as well as for the internal use of the banks are also available.

L. impressive branches:

This creates a posive image in the minds of the potential customers and many people
gct attracted to the bank. This is also an indirect marketing campatgn for the bank for
attracting customers. 13 branches of the bank are impressive and are compatible to

foreign banks.

.o Interiactive corposate culture:

BRI, has an interactive corporate culture. Unlike other local organization, BBL’s work
environment 1s very friendly, mteractive and informal. There are no hidden barricrs or
boundarics while nteracting among the superior or the subordinate. The environment 13
also lively and since the nature of the banking job itscif 1s monolonous and routime,

BBL’s likely work environment boosts up the spirtt and motivation of the cmployees.

G. Team work at mid level and lower level:

At BBL's mid tevel and lower level management, there are often tcam works. Many jobs
are performed in groups of two or three in order to reduce the burden of the workload
and cnhance the process of completion of the job. People arc cager to help cach other

and pcople mn general are devoted to work.
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2.16.2 Weaknesses

A. Advertising and promotion of SME loan:

This 1s a major set back for BBL and one of its weakest areas. BBL’s adverting and
promotional activities are satisfactory but it SME loan is not advertised well. 1t docs not
exposc its SME product to general public and are not in hime light. BBL docs not have
neon sign or any advertisement for SME loan in the ¢ity. As a result people are nol

aware of the existence of this bank.

B. NGO name (BRAC):

BRAC 1s one of the largest NGO of the world and it is operating its activittes 1
Bangladesh. BRAC bank 1s not a NGG bank but many pcople of them country consider

it as a NGO bank like Grameen bank which 1s not coirect.

2.16.3 Opportunities

A. Diversification:

BBL can pursue a diversification strategy in expanding its current line of business. The
management can consider options of starting merchant banking or diversify in (o leasing,
and msurance. By expanding their business poitlolio, BBL can reduce thewr business

risk.

B. Product line preliferation:

In this competitive environment BBL must expand its product linc to cnhance s
sustainable competitive advantage. As a part of its product line prolhification, BBL can

introducce the following products.
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C.ATM:

Ll

This is the fastest growing modern banking concept. BBL should grab this opportunity
and take preparation for launching ATM. Since BBL is a local bank, they can form an

alliance with other contemporary banks in launching the ATM.

2.16.4 Threats

A. Multinational banks:

The emergc'nce of multinational banks and their rapid expansion poses a potential threat
to the new growing private banks. Due to the booming energy scctor, more foreign
banks arc expected to arrive in Bangladesh. Morcover, the alrcady existing foreign bank
such as Standard Chartered 15 now pursumg an ageressive hranch expansion stiategy.
This bank 15 estabhishimg more branches countrywide and alrcady launched 15 SMIE
operatin. Since the foreign banks have tremendous {inancial strength, it will posc a threat

to local banks.

B. Upcoming banks:

The upcoming private local banks can also pose a threat to the existing private
commercial banks like BBL. 1t 1s cxpected that in the next few years more local private
banks may emerge. If that happens the intensity of competition will nse further and
banks will have (o develop strategies (o compele agamnst an on slaughter of foreren

banks.

C. Contemporary banks:

The contemporary banks of BBL such as Dhaka bank, prime bank and Dutch Bangla are
its major rivals. Prime bank and other banks arc carrying out aggressive campaign to

attract lucrative clients as well as big time depositors.
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3.1 Shareholders Equity

Table: 3.1 - Shareholders Equity of BRAC Bank Ltd.

B ~ Amount (Takan
~ Year miilion)
2001 i 248 49
B 2002 210.62
2003 39592
2004 59021
2005 782.89
2006 211719

(Source: Annual report 20006)

Table3. 1 shows the Sharcholders LEguity ol BRAC Bak Lid. It is obscrved [rom the

table that the Paid up capital of the bank 1s bemng raised from Tk. 500 million to Tk.

1,000 million in the year 2006 through initial public offcring of shares held 1 2006 at a

premium of Tk 0.70 per sharc. The Bank ended the year 2006 with a total sharcholder’s

equity ol Tk 2,117.19 million comparcd to Tk. 782.93 million in the year 2005.

Shareholder's Equity
2
3 2500
= 2000 | ,
= 1500 T - - i[_] 'O Seriest
£ 1000 —— - | 3
I .
¥ 500 - D l
’é O‘DDDD b S i
> &K F PP
St O
TP P PP
Year

Diagram 3.1 Shareholder’s Equity of BRAC Bank Limited
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3.2 Total capital

Table: 3.2 - Total Capitals of BRAC Bank Ltd.

(Source: Annual report 2000)

Table 3 2 shows Total Capital of BRAC Bank Lid. it is reflected from the table that
total capital was Tk. 249.1 mullion at 2001 but 1t increasing at Tk. 2,496.28 million in

2006 1n 20006 the growth in Capital was 152% becausce they raise capital m this Year by

Initial Pubhic Offering (1PO).

Amount (Taka in

Year million) ~Growth
2001 2491 -
2002 221 (11%)
2003 42432 92%
2004 650.28 53%
2005 988.88 52%
2006 2,496.28 152%

Taka in million

3000
2000 -

1000

2001

2002 1

Total Capitat

E}_[],(],
[0 T~ S ()
o O O
o O O
NN N
Year

e—

2006

J [0 Total Capital

Diagram 3.2: Total Capital of BRAC Bank limited
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3.3 Total Assets

Table: 3.3 - Total Assets of BRAC Bank Ltd.

Amount (Taka
Year in million) Growth
2001 | 360.82
2002 207020 | 474%
2003 4,542.04 | 119%
| 2004 10,015.94 | 121%
| 2005 16.876.01 | 68%
| 2006 30,011.82 | 78%

(Source: Annual report 2006)

Table 3.3 shows the Total Assels of BRAC Bank Limited. 11 is observed Trom the table

that Total Asscts ligure of BRAC Bank Limited rosc to Tk. 30,01 1.82 million in 2000

lrom Tk. 16.876.01 million in 2005 registering a growth of 78%.

Taka in Million

Total assets

N A DD X D

AN O QL

D DD D D
Year

Diagram 3.3: Total Assets of BRAC Bank Ltd
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3.4 Sources of Fund

Table: 3.4 - Sources of Fund of BRAC Bank Ltd.

Paid up Capital 5%
Reserve & Sumplus 7 - 2%
Deposits . T7%
Other Liabilities 12%

{Source: Annual report 20006)

Table 3.4 shows the sources of fund of BRAC Bank Linuted. It is also retlected from

the table that major sources of fund of BBL 1s “Customer deposit’ which is 77%.

Sources of Fund

[0 Borrowin s
12% 4%[°7 g
0 ;

N 2%

M Paid up Capital

'] Reserve &
Surplus

O Deposits

77% & Other Liabilities

Diagram 3.4 Sources of Fund of BRAC Bank Ltd.



3.5 Application of Funds

Table 3.5 - Application of Funds of BRAC Bank Limited

| Cash & cash Equivalents 17%
Investments 13%

Loans & Advances  65%

L Fixed Assets _ 4%
Other Assets 15%

(Source: Annual report 2006)

Table 3.5 shows the Application ol lunds of BRAC Bank Limited. 1t is rellected from
the table that BBL invests most of the Fund m Loans & Advances which is 65% of the

total Funds.

Application of Funds 0 Cash & casn
‘ Equnalents

£

0 Investments

'O Loans &
Advances

‘O Fixed Assets

0 |
057 'm Other Assets |

l I

Diagram 3.5: Application of Funds of BRAC Bank limiled
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3.6 Deposit Mix

Table: 3.6 — Deposit Mix of BRAC Bank Limited

Fixed Deposits _ 72% |
Curreny & Other Deposits 13%

Savings Deposits L 13% ‘
Bills Payable o 1%
Other Deposits ‘ 1% |

(Source: Annual report 2006)

Table 3.6 shows the Deposit mix of BRAC Bank Limited. 11 is obscrved lrom the table
that 72% of total deposits are fixed deposit. It 1s a very good sign for the Bank because
fixed deposits can use as long term investment which increase the interest mncome of the

Bank.

Deposit Mix

‘O Fixed

- Deposits

|

o Curreny &
Other

- Deposits
'O Savings

Deposits

'O Bills Payable
I,

Diagram 3.6: Deposit Mix of BRAC Bank ltd.
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3.7 Total Deposits

Table 3.7 — Total Deposits of BRAC Bank Limited

Deposits(Taka
. Year in Million) Growth
2001 11038 -
L2002 | 1363.68 1135%
2003 349730 | 156%
2004 | 816898 |  134%
2005 13,409.01 64% |
2006 23,001.92 72%

{Source: Annual Report 2006)

Table 3.7 shows the Total Deposils o BRAC Bank Limited. Tt is reflected from the Lable

that Customer deposits of the Bank grew by 72% in 2006. The Bank endcd the year 2006

with a total customer deposit of Tk. 23,001.92 million compared to Tk. 1340901

million in the year 2005.

Deposit Growth
15
© g5
)
0 B s B e SR
N a4 D > b L
VN L O
PP P P
Year

'O Deposit Growth|

Diagram 3.7: Deposit Growth of BRAC Bank Limited.
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3.8 Total Loans and Advances

Table 3.8 — Total Loans and Advances of BRAC Bank Limited

Loans and
Advances (Taka
Year in million) Growth -
2001 6986 | _
2002 | 103088 | 1376%
. 2003 ~2870.11 [78% |
2004 5819.79 L 103%
2005 | 1179131 | 103%
- 2006 1955717 . 66%

(Source: Annual Report 2006)

Table 3.8 shows the Total Loans & Advaaccs of BRAC Bank Limited. It is obscrved
from the table that Loans & Advances stood at Tk. 19,557 17 million in 2006 as against

Tk 11,7903 1 mullion 1o 2005, an increase ol 65.86%.

Total Loans & advances

jon
2 30600
g 20000 ———— —— i-{jTotal Loans &
S 10000 | st D | advances
§ 0 ‘ — 1 D : |
A
' N %) » & L

Q Q QO Q Q Q

P PP PP

Year

Diagram 3.8 Total Loans and Advances of BRAC Bank Limited
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3.9 Investment Mix

Table: 3.9 — Investment Mix of BRAC Bank Limited

Treasury Bonds . 58.70%
Treasury Bills‘ B B 3563%
Debentures B 2.63%
Zero coupon Bonds & Other Bonds 2.65% |
| Shares L 0.38%

(Source: Annual report 2006)

Table 3.9 shows the Total Loans & Advances of BRAC Bank Limited. 1t is reflected
from the table that The Bank’s Investments during the year 2006, were made mostly in
Government Securitics which stood at Tk, 3,768.01 miilion as on December 31,2006 as

agamnst Tk. 2,163.81 million in 2005

investment Mix O Treasury
0.38% Bonds |
2.65% | 1 Treasury Bills |

2.63% .

‘EJ Debentures |
35.63% | |

58.70%
° 1 Zero coupon

Bonds & O'ther_

| Bonds !
M Shares '

Diagram 3.9: Investment Mix of BRAC Bank Limited
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3.10 Operating results

Table 3.10 - Operating results of BRAC Bank Limited

~ (Takan million)

NOI

Total Operating before

Ycar Revenue Profit Tax
2000 | 1255 | (081) | (151
2002 | 6083 | (2826) | (37.87)
2003 | 2333 | 5056 | 3028
2004 | 67945 | 32084 | 2103

2005 117332 580.32 34036

2006 | 2,077.43 | 105041 | 70536

(Source: Annual report 2006)

Table 3 10 shows the operating results of BRAC Bank Limited. 1 s reflected from the
table that in the year 2000, (he financial base of the Bank was further strengthened. Its
total revenue in the year 2006 was Tk. 2,077.43 million against Tk 1,173.32 nullion n
2005, an mcrease of 77.06%, while it achicved an Opecrating profit of Tk, 1,0504]
milhion compared to Tk, 580.32 million in the previous Year, an mcrcase of 81.01%. Net
Profit before Tax for 2006 stood at Tk, 705.36 million against Tk. 340.36 million of

2005 registering an incrcase of 107.24%.

Operating Results

| 5 3000 1 . |
—= 2000 O Total revenue |
f:: 1000 i — ﬂ', - H}w ‘vﬁ ;DOperating Profit
s 0 I G S 'O NOI Before Tax |
A —1ooo§\ d D P> H L

s

Diagram 3.10: Operating Results of BRAC Bank Limited
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3.11 Earning per Share (EPS)

Table: 3.11- Eamings per Share

o EI;S(Amountin
_ Year |  Taka})
2001 (0.6)

2002 (15.15)

2003 12.09
2004 23.16
2005 38.54 i

2006 6331

(Source: Annual report 2006)

Table 3.1] shows Earmnings per Share (EPS) of BRAC Bank Limited. 1t 1s observed from
the table that Eamings per share stood at Tk. 63.31 as on December 3 [, 2006 compared

to Tk. 38.54 at the end of the previous year.

carnings Per Share

o 100
g
S
g - [} ][]Eanﬂngs Per|
.% O D i | T D - D T 1 L Sh_are_. .
C
& 2001 2002 2003 2004 2005 2006
<< -50 -
Year
Diagram 3.1 1: Earaings per share
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3.12 Return on Investment (ROI)

Table: 3.12 — Return on Investment

- Return On

Vear | Investment(ROD
2004 | 8.57%

2005 8.54%

2006 969%

(Source: Annual report 2006)

Table 3.12 shows Return on Investment ol BRAC Bank Lannted. s observed [rom the
table that Bank’s Rcturn on Investment was respectively 8.57% & 8.54% in 2004 &

2005 but 1t 1s increased at 9.69% in 2006.

Return On Investment(ROI)

10.00%
9.50% - f |
9.00% | { | ORetum On |

8.50% ‘ —1—— ‘ Investment(ROI).
8.000/0 [ ) | | |
750% | ool 8

2004 2005 2006

ROI

year

Diagram 3.12: Retumn on Investment (ROI)

41



~ 3.13 Return on Assets (ROA)

Table: 3.13 - Return on Asset of BRAC Bank Limited
| Return On
i Year | Asset(ROA)
2001 (0.84%)
| 2002 (3.12%)
| 2003 0.92% N
| 2004 1.36%
2005 i 1.43%
L2006 | 1.42%

(Source: Annual report 2006)

Table 3.13 shows the Retum on Assct ol BRAC Bank Limited. 1t i1s obscrved lrony the

table that First two years of operation, Bank’s ROA was negative but in the year 2006

Return on Asset (ROA) 15 1.42%.

2.00% }
g 0.00% ‘ p -
\ N e O ™
B
' 1255
—/«5.00% !

Year

Return On Asset(ROA)

<,
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Asset(ROA)||

1
|
1

Diagram 3.13: Return on Asset
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4.1 SME Loan

The most valuable natural resource of Bangladesh is its pcople. As a nation we struggled
for our independence and now the attainment of economic uplift is the main goal. Micro
lenders are working here in the financial field, providing very small amount and on the
other hand regular commercial banks have been providing bigger amount of loans to
larger industries and trading organizations. But the small and medium cntrepreneurs
were overlooked. This missing middle group is the small but striving entrepreneurs, who
because ol lack of [und cannot pursuc their financial uplill, as they have no property to
provide as equity to the commercial banks. With this cnd in view-BRAC Bank was
opened to scrve these small but hard working cntreprencurs with double bottom tine
vision. As a socially responsibic bank, BRAC Bank wants to sce the emancipation of
prass-roots level to their cconomice height and also (o make profit by scrving (he iterest
of missing middle groups. 50% of its total portfolio usually collected from urban arcas,
arc channcled o support these entreprencurs who i [uture will become the potential
strength of our cconomy. BRAC Bank i1s the market leader in giving loans to Small and

Medium FEntreprencurs. They have been doing it for the last five years.
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4.2 Why SME Loan

The main focus of BRAC Bank is to develop human and econoniic position of a country.
lts function 1s not limited only to providing and recovering of loan but also try to

devclop the economy of a country. So reasons for this program from the viewpont of

BRAC Bank Ltd:

A. Support Small Enterprise
The small enterprise, which requires 2 to 30, lacks Tk. loan, but they have no casy
access to the banks/financial mstitutions. Tor example: In case of Anonno loan, an

amount of 3 to & lacs 1s provided without any kind of mortgage.

B. Fconomic Development
Economic development of a country largely depends on the small and medium seal
enterprises. Such as, 1f we analyze the development history of Japan, the development of

small & medium scale enterprises cxpedite the development of that country.

C. Emplecyment Generation

The bank gearing employment opportunities by two ways: Firstly, by providing loan to
the small enterprises expanding, these businesses require more workers. Secondly, Small
& Medium Lnterprise (SMLE) program requires cducaled and energetic people to provide

support to entreprencurs.
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D. Profit Marking

SME program is a new dimensional banking system m the banking world. Mosl of the
CROs are providing door-to-door services to the entrepreneurs. Entreprcneurs are

satistied by the service of the bank and make profit.

E. Encourage Manufacturing
The focus of BRAC Bank 1s to encourage manufacturing by the entrepreneurs who
produce by purchasing various types of matcrials. CRO try to educate them to produce

matcrial if possible because if they can produce i hine of purchase profits will be hugh.

F. Spread the experience

Another reason of BRAC Bank 1s to spread the knowledge on the importance of SME
banking regarding various businesses. The customer services officer share their
knowledge from various businesses and tries to help the entreprencurs who have
shortage of the gathered knowledge. CRO’s who are the driving force of SME division
of BRAC Bank also gather knowledge about various businesses and make stronger

knowledge basc.
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4.3 SME Products .

. Digoon Rin
Bizness Account
Prothoma Rin
Supplier Finance
Aroggo Rin
Pathshala Rin
Opurbo Rin

® N o ke

Anonno Rin

4.4 Discussion of SME Products

4.4.1 DIGOON RIN
Eligibihity:
e Entrepreneur having minimum 2 years of business activities
« The business which must be a going concern for 2 years
e Aged between 18 years o 95 years:
Maximum Amount: BDT 5 lac to 30 lac
Features
¢ Double amount of loan on your deposit
e Attractive return agamst the deposit

o [lexible repayment plan in monthly instaliment and single installments
»  Quick disbursement
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4.4.2 BIZNESS ACCOUNT

Eligibility:

e Entrepreneurs Small and medium sized business entrepreneur of a sole
proprietorship business

s aged between 18 to 60 years
e Opecning balance - BDT-10, 000.00

Maximum Amount: BDT 5 lac to 30 lac

Features

e 4% interest on daily balance

»  Smart Business Card

e 24 hour Access Lo ATMs/ POS

e Tk-50, 000 withdrawn facility (per day) from ATM & Tk-100, 000 from POS
o No Minimum Balance, No Ledger Fees, No hidden cost

e No bar for using POS

o Phone-Banking, Online Banking, SMS Banking, Internet Banking (acility
o Interest paird to account twice a year

4.4.3 PRCTHOMA RIN
Eligibility:

e Entrepreneurs aged between 18 to 55 years
e Entreprencurs with minimum 2 years experience in the same linc of business
»  Minimum 1(One) year of continuous business history

Maximum Amount: BDT 3 lac to 10 lac
Features:
» In case the tenant borrower cannot obtain trade license showing her name as

owner of the business, loan can be sanctioned in the personal name of the
borrower



e Torexcellent borrowers who have paid or are paying in due times, we offer

discounted rates
o Repay the loan in the method and time period that suits you the best

o Borrower availed any loan in the name of his/her sister concern business loan

may be approved if the loan 1s regularly repaid from the sister concern business

4.4.4 SUPPLIER FINANCE

Eligibility:

» Ifyouare an enlisted supplier of a corporate house with which BRAC Bank has

a corporate tie- up
e Have minimum 3 years of continuous operation
e lave | year continuous relationship with the purchasing [irm
Maximum Amount: BDT 3 lac to 30 lac

Features:

o Equal monthly installment and revolving loan facility
» 1% ofloan amount as the processing fee

4.4.5 AROGGO RIN
Eligibility:

» Institutions with at least 2 years in operation & a profit making concemn
e Doclors having 5 years of experience

Maximum Amount: BDT 3 lac to 30 lac
Features:

» Loan without mortgage up to 8 lac

e Easy loan processing

» Loan repayment schedule is spread up to 3 years
> 1% loan processing fee

o Flexible interest rate based on security
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4.4.6 PATHSHALA RIN
Eligibility:

e A small & medium educational institution that i1s in operation for minimum 3
years

e The institution should be sole proprietorship, partnership, Private Limited
Company, or Society

e The educational institutc must be a profit making concern
Maximum Amount: BDT 3 lac to 30 lac

Features:

e Without mortgage for loan below 10 lac

e Loan for fixed assets purchase & civil construction
o Loan repayment can be spread up to 4 years

s Minimum documentation '

¢ Monthly repayment plan

o Quick disbursement

e Flexible interest rate based on security

4.4.7 OPURBO RIN
Ehigibility:
e Entrepreneurs having a minimum of 3 years of some business activities
s A business which must be a going concern for 3 years
o Age mimumum 25 years and maximum up to 60 Years
Maximum Amount: BDT 8 lac to 30 lac
[features:
= Without mortgage lor loan below 10 lac
s Simplc loan processing for expanding your busincss
o Quick disbursement

e  Disbursement in one or two installments
e [Flexible monthly repayment plan
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4.4.8 ONONNO RIN
Eligibility:

¢ Entrepreneurs aged between 18 to 60 years
e Entrepreneurs with minimum 2 years experience 1 the same line of business
e A business which must be a going- concem with more than 1 year in operation

Maximum Amount: BDT 8 lac to 30 lac
Features:

e Loan without mortgage

o [orexcellent borrowers who have paid or are paying i duc times, we offer
discounted rates

o Quick, quality banking throughout the country

Potential women entrepreneurs will also gel the lacilitics of this loan

L]
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4.5 SME Network coverage
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4.6 Security Documentation

A document 1s a written statement of facts and a proof or evidence of particular
transaction between parties involved. While allowing any disbursements against credit
facilitics to borrowers, it should be ensured that prior to any disbursements; sccurity

documentation is fully and properly completed.

4.6.1 Purpose of Decorate Documentation and its

Importance

Documentation is nccessary for the acknowledgement of a debt and ifs terms and
conditions by the borrower and the creation of charge on the securitics in favor of the
bank by the borrower. Correct and proper documentition alfows a bank to take legal

mecasures against the default borrowers.

IT fitmg a suit with the courts against a default borrower becomes necessary, the court
will first review all documents. If any of the documents 1s found to be defect or
mcomplete, the purposc of secuniy docunmentation will be defeated and a cowrt raling in
tavor the bank cannot be expected. Proper care should, therefore, be taken while

completing security documentation.

4.6.2 Type of Securities

The following listed securitiecs may be obtained from borrower agalnst toan to
cnterprises, cither individually or in a combination.
it s really up to the bank what they would like to accept as security from the borrower as

nol all the sceurities stated below are suitable:

= Mortgage of loan and other immovable property with power of altomey to sell



e Lien of Fixed Deposits receipts with banks and other non-banking financial
institutions, lined, these have to confirm by the issuer. )

e Lien of Pratirakshay sanchay patra, Bangladesh sanchay patra, 1CB unit
certificates and wage eamer development bond, all considered Quasi or Near
cash items

e Lien of shares quoted in the stock exchange (This is rarely accepted)

o Pledge of goods (Banks are akin to stay away from such sccurities now a days)

e Hypothecation of Goods, Book Debt & Receivables, Plant & Machmerics

e Charge on fixed asscts of a manufacturing enlerprisc

e Lien of cheque, Drafts and order

e Licn of work orders, payment to be routed through the bank and confumed by the
1ssuer,

e  Shipping documents ol imported goods

4.6.3 Land Related Securities Documentation Process

Each SME unit offices are lilies with at least two local lawyers who will work on behalf
of the bank. These always will be employed whenever a borrower and where the sccurity
will be landed and immovable property acceept a loan sanction. Any onc of the lawyers
will be provided with photocopies of all the relevant land related documents and while
handing over show the original documents to them, (he Tawyers will carty out checks of
the originals and if satisfied returned to the borrower. The documents generally provided

are!

e Title Deeds or Deed of conveyance otherwise known as “Jomeer Dalil” which
signifies ownership of a particular land.
o Baya Dalil or Chain of Documents, which signifies that the conveyance of titles

has been proper and legal.
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e Mutation Certificate if Khatian which signifies that the title if the land has been
duly registered in the Government/Sub-registrar’s records.”

e Duplicate Carbon Receipt or DCR

¢ Latest Khajna or land rent receipt

e Purchase such as CS Khatian, SA Khatian and BS Khatian

s  Mouja Map

e Munictpal rent receipts if the land falls within a municipal arca

The lawycr will then carry out a scarch at the Sub-registrar of land’s office to check
the proffered land is actually registered m the name of the proposed mortgagor and
whether the sad land s free from any encumbrances. The Sub-register’s ofhice, which
means that the land or immovable propeity can be mortgaged to the bank, then the

lawyer will provide his own opmion on the acceptabiitty of the property. whether it s

caally held and explain the chain of owncrship, Hall 1s acceptable, the fawyer will diaw
up the Mortgage Deed that will be registered, the rrevocable power f attorney to sell the
land and the Memorandum of Deposit of Title Deed. The lawycer will have the borrower
or the Mortgagor, if different or 3™ party, sign the documents in front of the Suh-
registrar of fand to register the mortgage, The CRO must casurc that the receipt for the
original Mortgage deed must be signed off (Discharged) at the back of the receipi so thas
the bank may obtawn the originals in the futire. The borrower will bear all the chaiges
and will pay directly at the Sub-Registrar’s office ncluding the cost of the stamp paper
required. The cost of the lawyer will also be realized from the borrower be an cecount

paycc cheque n favor of the fawyer and handed over to the lawyer strarght away.

The charges refaled (o the creation of mortgages and other assocrated costs are

gag
corporated m a separated sheet and arc attached herewith. The CRO witl have all other
security documents, as sent by SME HO, signed by the borrower and hand carry ali the
sceurtty documents inciuding all the original land documents and deliver those to the

credit administration officer who will check the fist of docuiments and receive those
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through a clieck list in writing. The credit administration officer once satisfied wiil

prepare the disbursement memo to disburse the loan.

4.6.4 Mortgage:

I Equitable Mortgage or Memorandum of Deposit of Title Deeds

It 1s created by a simple deposit of title deeds supported by a Memorandum of Deposii of
Title Deeds along with all the refevant land documents. All the scarches and verification
of documents as stated above must be carried out to validate the correct ownership of the
property. This deed also provides the bank power to register the property m favor of the

bank for further security, if needed.

1i) Registered Mortgage

[t 1s created by an execution of a Mortgage Deed registered irrevocably i [avor of the
bank at the Sub-Registrar of land’s office. This virtually gives the bank the right to

posses and self1f accompanied with a registered irrevocable power of attorney to scll the

property exccuted by the owner of the property, in case of defauit.
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4.6.5 Basic Charge Documents

) Sanction Letter

Once a loan 1s approved, the borrower is advised by a ‘Sanction or offer letter” which
states the terms and condition s under which all credit facilities are offered and which
forms an integral part of there security documentation. If the borrower accepts, then a

contract between the bank and the borrower ts formed and which both parly arc

obligated to perform. Accordingly, all other charge documents and sccuritics are drawn
up and obtained. A standard sanction lette, 1s attached herewith, All documents shall be
stamped correctly and adequately before or at the time of ecxecution. An un-stamped or

msufficiently stamped document will not form basis of suit. Stamps arc of 4 (our)

kinds. These are Judicial, Non-judicral, Adhesive and cmbossed impressed. Documents

to be exceuled (Signed) by the borrowers concemed must be compelent to do so m

officral capacity.

Following precautions should be taken at the ume of cxccution of the sccurity

documents:

o The signature on the documents should be made 11 the presence of the CRO. The
CRO should sign as witness on all charge documents.

e The document are to be filled in with permanent ink or typed

= 1f the document consist more than I page, the borrower should sign on cach page

e Al the signature of any third party 15 required o be obtamed whaose specimen
signature 1s not available, then the main applicant should verily the specimen
signature of the third party

= No document or column n any document should remain blank

e As far as possible there should be no erasure, cancellation or altcrmation 1 the
document. If, however, there 15 any correction, overwriting or alteration, then

that must be authenticated by a fuli signature of the signatory.
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After stamping and execution of documents, the question of registration comes up.

«

However, not all documents are required to be registered.
For the extension of any type of credit/loan facility, the following loan documents,

which are considered basic, should be obtained from all borrowers:

=  Demand Promissory Note

e Lcticrof Continuity (This is not always taken il there s only loan disbursement)
e Letter of Arrangement

e General Loan Agreement

s Letter of Disbursement

o General Loan Agreement

e Letter of Disbursement; Basically a letter requesting disbursement of the loan

o Letter of lnstatlment ) m case the Gralily s 1o beepad moanstalbment

4.6.6 Other Basic Charge Documents

1) Demand Promissory Note (DP Note)

It 1s a written promise by a borrower to pay the whole amount of existing or future
loans/credit factlitics on demand. 1t also gives the banks power to ask the borrower to
repay the loan amount with interest without any prior notice. Section 4 of the Negotiable
instrument Act 1881 defines a promussory note as an instrument in writing, signed by the
maker, to pay a certain sum of money only to, or the order of, a certain person, or to the
bearer of the instrument, followmg precavtions are to be taken while preparing a
promissory note. Type the amount of the credit facility/ioan o words and in figures,
Type the rate of inferest for the loan, which the borrower will subject to venly the

signature ol the borrower.
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ii) Letter of Continuity

This instrument is used in conjunction with the demand promissory note. This is to
secure nights of recovery for existing and future credit facility, which arc advanced n
parts or on a recovery basis. Loan accounts may from time to time be reduced or cven
the balance in the said loan account may be i credit so this instrument, validates the said

D.P Note, for making further drawings under the facility continuously possible,

i) Letter of Arrangement

This i1s a right given by the borrower to the bank to cancel the facility at any time
without having to assign any reason. This is also an acknowledgement by the borrower

that the credit facility has been approved in his favor and the borrower has to excecute all

ncecessary documents fo avatl credit Tacility

1v) General Loan Agreement

Aloan agreement 1s an agreement ol contract stating the general terms for the extension
of a loan or credit factlities. The General loan agreement sets out the general standard terms and

conditions governing the existing or future extension of loan or erudite facilitics o the borrower.

v) Letter of Disbursement

This s stmple a letter requestmg disbursement of the loan/credit facilitics at the agreed

rate of interest.
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4.6.7 Other Security Documents

I) Letter of Undertaking

This 1s a Deed of agreement executed by the borrower agreeing to comnut to carry out

any or a particular obligation to avail of loan/credit facility.

i) Letter of Hypothecation of Goods & Stocks and Book Debt and
Receivabie

These letrers Fypothecation are actually two ditferent sets of documents but because of
therr sinlanity, these are beng explamned together. These documents create an equitable or
tloaring charge in favor of the bank over the goods and services and/ or book debrs and
recetvables that are bang financed where ncither the ownership nor the possession s
passed 1o the Dok Tindee this apreement, the horrower underialkes 1o keep the pereent
stock ot poods and rhat, which may mcerease from time to tme mn good condirton - tuture,
m good condition. Fhis hypothecation gives the bank the power to possesses and scll the
mentioned goods and stocks or claims the book debts directly from the debtors 1 order ro

setrle the borrower™s dues to the banlk.

'pothecation of Plant & Machinery

Under this agreement, the Borrower undertakes o keep the present plant and miachinery
at the present location in good condition and which gives the bank the power to posses
and scll the mentioned plant and machiery to mect the borrower’s ducs to the bank. In

casc of Jimited company, both private and public, these Letiers of Hypothecation with

schedules are usually registered with the Registrar of Jomnt Stock of Companies (RISC)

that provides more security to the banks.

iv) Letter of Lien

A lien the night of one person to retain property in his hands belonging to another until
certain legal demands against the owner of the property by the person in possession are
satisfied. Thus a bank or a creditor who has in its possession a licn over (he goods n

respect of the moncy due by the bormrower, as a general rule has the right to excrcisc
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certain powers to hold on to the secunty. In addition, if the bank has right to set off the
value of the said goods or instrument in its possession, then the bank can sell the goods

or encase the instrument to liquidate the ducs by the borrower.

v) Right to Set Off

This deed of agreement gives the bank the right to offset the value of the goods or
financial mmstrument n its possession and which has been discharged by the owner of

that asset, against dues owned by the borrower.

vi) Letter of Disbursement

This agreement gives the bank the right to possess goods and other assets m rented or
lcased premises ol the borrower despite the Tact that owner or the premises may be

unable to reahize ducs {rom the borrower himsclf,

vii) Personal Guarantees

This 1s a guarantee of a person or third who is not the direct beneficiary of the loan/credit
facility but is equally liable for the loan. The involvement of a 3" party creates
additional pressure on the borrower to munmimize the rnisk. The guarantor 1s the person
who has (0 pay the entire outstanding loan and mnterest 14 the borrower fails o pay lor

any reason.
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4.7 Enterprise Selection Criteria

The success of SME will largely depend on the selection of a business and man behind

it. In terms of the business (Enterprise), the following attributes should be sought:

o

)

6.

The business must be in operation for at least one year

The business should be environment friendly, no narcotics or tobacco business
The business should be legally registered, 1.¢., valid trade license, income tax or
VAT registration, wherever applicable.

The business should be in legal trade, 1.e.; stauggling will not be altowed or
soctally unacceptable business will not be entertained.

The business must have a defined market with a cleav potential growth

The business must be located ideally close to the market and the source ol ifs raw
materials/suppliers. It should have access to all the utditics, skilled manpower’s
that are required.

Any risk assesscd by the management in tum will become a credit risk for the

bank. So effort should make to understand the nsk faced by the business.

4.8 Guarantor Selection Criteria

lqually tmportant is the sclection ol a guarantor. 'The same attribute applicable for an

entreprencur 1s applicable to a guarantor. In addition he should posses the followimngs:

]

The guarantor must have the ability to repay the entire loan and 1s economically

solvent (Check his net worth)

The guarantor should be aware about all the aspect of SEDF loan and his

responsibility
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5. Govt. and semi-govt. officials can be selected as a Guarantor such as schoolteacher,

college teacher, doctor etc.

4. Police, BDR and Army persons, political leaders and workers, and Imam of mosque

cannot be selected as a guarantor.

5. The guarantor should know the entrepreneur reasonable well and should preferably

Jive in the same community

4.9 Terms and Conditions of SME Loan

The SMIE department of BRAC Bank will provide small loans to potential borrower

under the following terms and condition:

o The potential borrowers and enterprises have to [ulfill the selection criteria
o The loan amount is between Tk. 2 lacs to 30 lacs.
s  SME will impose loan processing fees for evaluation / processing a loan

proposal as following;

Table: 4.1 Loan Processing fee

Loan Amount
Loan Processing ['ee
2 lacs to 2.99 lacs Tk. 5000 o
\ 3 lacs to 5,.],805 - Tk, 750(5— ]
5.01 lacs to 15 lacs Tk. 10,000 o
15.01 lacs to 30 lacs Tk 15,000

Source: SME Unit Office, Jessore
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Loan can be repaid in two ways:
a) In equal monthly loan installment with monthly interést payment, or
b) By one single payment at maturity, with interest repayable a quarter end

residual on maturnity

Loan may have various validates, such as, 3 months, 4 months, 6 months, 9
months, 12 months, 15 months, 18 months, 24 months, 30 months and 36
months.

The borrower must open a bank account with the same bank and branch where"

the SME has 1ts account

Loan that approved will be disbursed to the client through that account by
account payee cheque in the following manner: Borrower name, Account naing,

Banks name and Branch’s name

e loan will be realized by 1™ cvery months, slarting from (he very next months
whatever the date of disbursement, through account payee cheque in favor of

BRAC Bank Limited A/C. With Bank’s named and branches name

The borrower has to issue an account payable blank cheque i favor of BRAC

Bank Limited before any loan disbursement along with all other security.

The borrower will install a signboard 1 a wisible placc of business of

manufacturing unit mentioned that financed by “BRAC Bank Limited”.

The borrower has to give necessary and adequale collateral and other sccurtics

as per bank’s requirement and procedures.

SMET, BRAC Bank may provide 100% of the Nel Required Workimng, Capital but
not exceeding 75% of the aggregate value of the Inventory and Account
Receivables. Such loan may be given for periods not exceeding 18 months. Loan
could also be considered for shorter periods including one time principal

repayment facility, as stated in Toan product sheet.



e In case of fixed asset Financing 50% of the acquisition cost of the fixed asset
may be considered. While cvaluating loans against fixed assct, adequate grace
period may be considered depending on the cash generation after the installation
of the fixed assets. Maximum period to be considered including grace period may

be for 36 months.

4.10 Monitoring

Monitoring is a system by which a bank can keep track of its clients and their operations.
So monitoring s an essenlial task for a CRO to know the borrowers activities after the
loan disbursement. This also facilitates the build up of an information basc for future

reference.

4.10.1 Importance of Monitoring

Through monitoring a CRO can see whether the enterprise invested the sanctioned
amount 1n the pre-specified area of his business, how well the business 1s running, the
attitude of the entreprencur, cash credit sales and purchase, mventory position, work i
process and finished goods etc, This mformation will help the CRO/MBRAC Rank o
recover the loan accrumyg (o the schedule nd to take 1The necessary decisions Tor repeat
Joans. Morcover, monitoring will also help to reduce dehnquency. Constant visit over
the client /borrower ensurcs fidelity between the bank and the borrower and tends to

foster a report between them.

4.10.2 Area of Monitoring

The purpose is to know the entire business condition and all aspects of the borrowers so

that mishap can be avoided.



A. Business Condition

The most important task of the CRO to monitor the business frequently, it will help him
to understand whether the business is running well or not, and accordingly advice the
borrower, whenever necessary. The frequency of monttoring should be at least once

month if all things are in order.

B. Production

The CRO will monitor the production activities of the business and if therc 15 any
problem in the production process, the CRO will try to help the entrepreneur to solve the
problem. On the other hand the CRO can also stop the misuse of the loan other than for

the purpose for which the loan was disbursed.

C. Sales

Monitoring sales proceed is another important task of the CRO 1t will help lum to
forecast the monthly salcs revenue, credit sales etc. which will ensure the recovery of the
monthly loan repayments from the cnterprise as well as to take neccessary steps for future

loans.

D. Investment

It 1s very important to ensure that the entire loan has been invested 1in the manner
imvented 1 the money s utilized 1 other arcas, then it may not be possible o recover

the loan.

E. Management of raw materials

In case of'a manufacturing enterprise, management ot raw matcrials 1s another important
arca for monitoring. If more money 1s blocked i raw materials then necessary, then the
enterprise may [ace a {fund crisis. On the other hand the production will suller il there 1s

not enough raw materials.



4.10.3 Monitoring System

A. The CRO can consider the following things for monitoring

The CRO will monitor each business at least once a month. He/she will make a
monitoring plan/ schedule at beginning of the month
During monitoring the CRO must use the preseribed monttonng from and preserve in the

chient file and forward a copy of the report to SML head oftice tmmediately.

B. An SME branch will maintain the following files

The file will contain
Purchase Receipt,
Delivery Memo’s,
Quotalions

In addition, all other papers related to furniture and fixture procurement

C. Other fixed assets and refurbishiment

All fixed assets and refurbishment related papers such as purchase receipt, Delivery
memo’s, Quotation, Guarantee and Warrantee papers, Servicing related papers and any

other paper related Lo fixed assets are reflurbishiment will be mthis file

D. Lease agreement file

This file will contain all papers related to lease agreement between the SESDS office

and owners of the leased premises.
E. individual client file

Individual files are to be maintained for each borrower and will hold loan application,

Loan Proposal, Copies of Loan Sanction Lctter, Disbursement Memo, Monitoring
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Report, CIB application and Report, Credit report from other bank and all other

correspondents inctuding bank receipt.

[F. Statement file

All types of statement sent to SME head office will be kept in this file chronologically

G. Office instruction file

All kind of office instruction regarding administration should be kept in this file.

H. Operating instruction and guideline files.

All kind office mstruction and purdelines related to operating should be kept i this file

I. New forms introduction file

All minutes of mecting, whenever held, should be kept in this filc.

J. Security documents and legal aspect file

One set of security documents and lawyer’s opinions and suggestions regarding issue
will be kept in this file. The onginal should be send to SME head officc on a weekly

basis

K. Survey form file

After conducting survey, all survey will be kept in this file chronological.
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4.11 SME Banking System -

e Every SME unit office will have a current account with a designate bank n the
area of a unit office. This bank account will be opencd and operated by SME
head office.

e To meet petty expense such as stationary, entertainment and other incidental

expense, all unit office will be allowed patty cash of Tk. 2000/=

s The cheque of this patty cash will be issued from SME head officc m the
beginning of the month. All vouchers relating to such expenses should be send to

the accounts from SME head office

e All the clients must open therr account with the same bank account on the samc
day afler recetving those [rom the borrowers, who should given a recerved as

prescribed.

e Cheques should be deposited to the SME unit office bank account on the samc
day after receiving those from the borrowers, who should given a receipt as

preseribed.

e Any loan nstallment credit should be transferred to the SME head office account

i Gulshan, Dhaka on the same day as per agreement with bank.

o Every CRQO should have an individual account in the same bank branch for their

personal use and to receive their salaries and other benefits.

= Payment of lease rentals, utiliy bills and cheque drawn on the SMIT unrt office
bank account and issucd by SME head office should pay other expensces (Large
amount). I these bills are small amount. they should be paid from the patiy cash

and replenished later.
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e All the financial accounting entries will be passed at the SME head office and

will maintain separately on the basis of the unit office.

4.12 Economic Mapping Survey

After starting a SME, unit office in a new area the CRO will conduct a survey of the
business. The objective of the survey is o collect relevant information about the .

business, which will help to select potential business for SME loans.

4.12.1 Mapping and Survey Method

To conduct the economic mapping and survey properly, the following process should be

followed:

e The CRO will prepare a physical map ol his working arca showtng mam roads,
businesses, markets, and mdustrial locations. In this map, the CRO will show
different kinds of business in different colors. This map will show the
approximate location ol all kinds of business within the area and it will be kept

on the display board at the SME unit office.

e The CRO will drive his total working arca into severval clusters, 1f possible, alier
that he will conduct the survey cluster wise. After completing one cluster, the

CRO will start surveying another cluster.

= At the beginning of the survey, the CRO will screen out business that does not

need loans over 2 lacs.



e After the survey, CRO will preserve the survey form cluster wise in a separate
file. Based on the survey, the CRO will identify thc“potcnlile businesses 1o
pursue those for SME loans.

e Therefore, CRO will approach the potential borrowers immediately to précess

loan application

For initial assistarice, CRO may approach
» BRAC office
e Trade Associations and Chambers

» Local govt. office like UNO and Municipal office

Once potential borrower is formally approached, then all details should be mcorporated

in the client register as per the prescribed format.
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4.13 Procedure of BRAC bank SME .

4.13.1 Loan Sanction activities:

e Sciect potential enterprise: For SME loan, in this step the CRO conduct a
survey and identify potential enterprise. Then they communicate with

entrepreneurs and discuss the SME program.

e Loan Presentation: The function of CRO is to prepare loan presentation based
on the information collected and provided by the cntreprencur about their

business, land property (Where mortgage 1s necessary)

e  Collect confidential information: Another important function of a CRO 1s to
collect confidential mformation about the client from various sources. The
sources of information are suppliers regarding the client’s payment, customers
regarding the delivery of goods of services according to order, various banks
where the client has account, which shows the banks transactions nature of the

client.

o  Open clients accounts in the respective bastk: When the CRO decided o
provide loan to the client then he/she help the client to open an bank account
where BRAC bank has a ST a/c. BRAC bank will disburse the loan through
this account. On the other hand the client will repay by this account. Although
there 1s some exception occur by the special perraission of the authority to repay

by o different bank account.

= Kill up CIB form: CRO give a CIB (Credit Information Burue) form to the
chient and the client {ill and sign m 1t. In some case 1f the client is ilhiterate then
the CRO fill the form on behalf of the client. Then CRG send the filled and

signed form to the SME, head office.
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Sending CIB to Bangladesh Bank: The SME, head office collects all

information and sends the CIB form to Bwlgladcsh-" Bank for clearance.

Bangladesh Bank return this CIB form within 10-12 days with reference no.

CIB report from Bangladesh Bank: In the CIB report Bangladesh Bank use

any of the following reference no:

1.

~a

6.

NIL: if the client has no loan facility m any bank or any financial

institution then BB (Bangladesh Bank) use “NIL’ in the report

UC (Unclassified): if the chient has any loan facility in any bank or
financial mstitution and 1f the installment due 0 to 5.99 then BB usc UC

in the report

SS (Substandard): if the chient has any loan facility m any bank or
financral mstitution and il the mstallment duc 6 1o 11.99 then BB usc SS

in the report

D¥ (Doubtful): if the client has any loan facility in any bank or
financial institution and if the installment due 12 to 17.99 then BB usc DF

in the report

BL (Bad lose): if the client has any loan facility in any bank or financial
institution and if the installment due 18 or above then BB uscs BL in the
report. This report indicates that the chlient 1s defaulter and the bank

should not provide loan the client.

Loan decision considering TIB report: Considering CIB report,
BRAC bank decide whether it will provide loan the client or not. i the
bank decides to provide loan then the SME of head office keep all
information and send all papers to the respective unit office to apply with

all necessary charge documents.
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4.13.2 Loan Sanction

The respective unit office sanctions loan 1o the client if it is 2 to 5 lacs, and then sends
the sanction letter including all necessary charge documents to the loan administration
diviston for disbursing the loan. If the amount is higher than 5 lacs then the respective
unit office sends the proposal to SME, head office for sanction. The head of SME
sanctions the loan and sends the sanction letter mcluding all documents to the loan
admimstration division for disbursement and inform the respective unit office regarding

sanction of the loan.



4.14 Disbursement of SME loan

<t

4.14.1 Pre Disbursement Manual Activities

o  Prepare loan file: Recciving all documents, Loan Admmistration Division

prepare a foan file with all documents received from the unit office.

» Charge documents checking: The loan administration division checks all

charge documents. Following charge documents are checked:

SRS

A

10.

13

4.

Money receipt (Risk fund).

Sanction letter.

Demand promising note (With stamp ol T’k 20/=)

Letter of arrangement (With stamp of Tk 150/=)

General loan agreement (With stamp of Tk [50/=)

Letter of undertaken (With stamp of Tk 150/=)

Letter of stocks and goods'(Wil'h stamp of Tk 150/=)

Letter of hypothecation book debt and receivable (With stamp of Tk
150/ )

Letter of disbursement

Photocopy of trade license (attested by CRO)

Insurance (Orniginal copy)

[2.

Blank claque with signature (one cheque for full amount and others same

as no of installment on Favor of BRAC bank, no date, no amount)

- Two guarantors (one must be Spouse/parents)

If the loan provide for purchasc of fixed asscts or machineries and if the
Joan amount 1s over Tk 50,000/= then the stamp of a certain amount s

require)
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Documents deficiency and problem resolving: If there is any error
found then 1t informed to the respective CRO. If the é;)plication form 1s not
filled properly then the file send to the CRO to fill the application properly. 1f
any document error found then the loan admimstration division asked the
CRO to send the require documents and the file stored to the loan

administration division.

Prepare disbursement list: The loan administration division lists all new
sanctioned clients” details and send a request to the treasury through intemal

mail.

Disbursement of the amount: Sending the list to the treasury of BRAC
bank for disburse the amount, the treasury disburse the amount to the client
through the mother account of the chients bank. BRAC bank disburse amount
through any of the following banks corporate branch nearcr the BRAC bank
head office and the corporate branch of the respective bank send the amount

to the client account in the respective branch. These banks are:

I. BRAC Bank Linuted

2. The City Bank Limited
3. Janata Bank
Bangladesh Krishi Bank
Pubali Bank

A O

Agrani Bank

Message sent to the unit office: Completing the disbursement, loan administration

division sent a SMS to the respective CRO mforming the disbursement of the scctioned

loan.
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4.14.2 MBS (Banking Software) entries for loan

disbursement

e Initial TD generation: After sending the list to the treasury, the loan
administration division generates an itial 1D against the borrower. Entering
required information, the banking softwarc MBS automatically provide an 1D no

for the borrower.

» Loan account opening: According to the ID, the loan administration division
opens a Joan account in MBS against the borrower. Entering all required

information, the MBS automatically give an account no. For the borrower.

»  Cost center assign: The loan admmistration division enter the Tollowing

information in MBS:

I Security details set-up
2. Guarantor details set-up
3. Loan othcr details sct-up

e Risk fund collection: The loan administration division opens a different
account risk fund of the client. This s known as loan processing lees. Receiving,
the risk fund, the loan administration division prints voucher and posting the

voucher in the MBS. The amount of risk fund 1s not refundable.

» Activision of the loan: Loan administration division do the following tasks to

activate the loan

. Loan sanction details set-up
Repayment schedule set-up and printing
Loan activation

Disbursement and CC wisc voucher print

SR A

Disbursement voucher posting
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4.14.3 Post Disbursement Manual Activitieg

Repayment schedule sent to unit office:

Completing the disbursement of the sanctioned amount the loan administration division
prepare a repayment schedule in MBS and send 1t to the unit office. CRO from the unit
[

office collect it and reached to the respective chient. The client repays the loan according

to this schedule.

Loan details MBS entry:

The loan administration division enters details information regarding the loan in MBS,
Each officer has an ID no in MBS and if there is any crror found then the respective

olficer would be responsible for it So every body semamn alert at the time ol MBS cntiy.

Document stamp cancellation:

The loan administration division cancels all document stamps. In future if any client
found defaulter and the bank file sued against him then stamps of these document help to
get the judgment favor of the bank. Bat Iff these stamps are not canceled then the

Judgment may not on favor the bank.

Send the loan file to archive:

Completing all activities, loan administration division sends .the loan file to the archive
for future requirement. In future 1f any document of the loan account requires then the
bank can collect the file from archive and get the necessary document. it the clients take
repeat Toan then it s not require applying all documents because his all documents stored

to the bank.
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4.15 SME Loan Recovery Procedures |

The repayment process starts immediately after one month of the loan taken. Supposé if
a loan is taken in July 7, 2007 then the repayment process will be started from August 7,
2007 and the borrower will pay his/her first installment in that date. Before that date, the
borrowers will be informed about the number of installments and amount of cach
mstallment. He can deposit the installment by hunself or by the Customer relationship
officer (CRO). Again they can deposit the installments either in any branch of Brac Bank
or in any correspondence bank (where Brac Bank has no branch). If the borrower cannot
pay the mstallment in the stipulated date, interest will be charged for cach day before
they pay that nstaliment. Agan interest will be reduced if the borrower pays the
mstallment before the date of repayment. Interest will he charped and added (o the
principal amount for cvery month or cver; 3 three months depending, on the policy for

cach loan disbursement.

How cver, after the borrower repays the loan installments there are number of steps donc

in the repayment procedure of SME loan. These steps are:

4.15.1 Receive SMS/Fax for installment deposits

When the borrower repays any installment of the loan then he/she informs it to the unit
office/CRO. Then the wut office/CRO sends an SMS through miobile phone or a Fax to
the loan admmistration division mforming the repayment. A loan admsinistiation division

collects these SMS /Fax and takes a paper print of these SMS.

78



4.15.2 Entry the installment information to MBS

Loan administration division entries the repayment installmen? information to the

banking software MBS.

4.15.3 Print Vouchers

Completing the entry, the loan administration division takes paper print of all vouchers

in a prescribed yellow paper.

4.15.4 Check SMS/Fax and solve problems (If any)

The loan administration 1s responsible for all entry in MBS. If therc 1s any error [ound n
futurc then the respective officer who is entering this information in MBS will be lable
for it User 1D will casily identify 1. So they are always aware ol 1o ensure the correct
entry. Completing the entry of information, they print a hard copy and check 1t with ihe
SMS/Fax. If there 1s any error found then it 1s solved and ensures the correct information

entry.

4.15.5 Repayment voucher check and posting

71t confirmed that all entering information 1s correet and there 1s no error, then ihe
responsible officer of the loan admimistration division posts it to MBS. If onc time
posted, 1t 1s not rectifiable without permission of the higher authority. So the loan

administration 1s always aware of regarding the recovery procedures of SME loan.
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4.16 Closing procedures of SME loan

4.16.1 Pre-Closing Manual Activities

A. Receive SMS/Fax requesting for closing:

The borrowers repay the loan as per repayment schedule. When the repayment is being
complete the borrower request the unit officc/CRO to closc his loan account. The unit
ollice/CRO sends a SMS/Fax the loan admmistration division requesting to close the

loan account of the respective borrower.

B. Print the SMS/IFax:

Recerving the request from the respective unit officc/CRO, the loan administration

division takes a paper print and takes necessaiy steps to close the account.

C. Bring the loan file from archive:

The loan account file of the respective borrower is brought from the archive. And the

documents of file are checked with MBS record.

D. Obtained approval from the concern authority:

It s require the permission of concerned authority to close the loan If concerned

authority approved the closing of the loan account then next initiatives are taken.

L. Checking in MBS:

Ihe loan administration division checks the loan status in MBS. If there is any difference
found with the SMS/Fax from unit office and MBS then deposits sleeps are re-checked.
Ihen the loan adnmunistration division calculates the total balance of the loan account

[ cdger balance + buffer interest --Excise duty)
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F. SMS sent to concerned CRQO:

R
Loan administration division sent an SMS to the conceimed CRO informing the current

balance of the requested loan account.

G. Receive and print closing SMS/Fax checking & freezing:

The concerned CRO send a final SMS io loan administration division informing that the
respective borrower cleared all his habilities regarding the loan. The loan administration

division takes paper print of the SMS, check it and finally closc the loan account.

4.16.2 MBS entries for Loan Closing

Pre closing data entry: Completing the manual activitics, the loan admiustration division

enters some information to MBS for future requirement and complete following tasks:

I Interest/provision charging & print voucher
Charges collection & print voucher

Final repayment entry & print voucher

o

Final repayment entry checking

5. Repayment voucher posting

Activate account closing in MBS:

Completing above mentioned tasks, the loan administration division finally close the

requested loan account in MBS,
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4.16.3 Post closing manual activities:

A. Re-checking with deposit slip:

Completing MBS activities, the loan administration re-checks all deposit sleeps of the

loan account. If there is any error found then it is immediately resolved, otherwise the

fi

¢ sends o the archive for future requirements. e chient may take repeai loan in
future and then miformation from this file will help o approve and disburse loan, which

with minimize nsk 1 the chent asks 1o return sceurtiy then the loan admimistration

releases security completing followmg tasks:

= Documents photocopy before security relcase

e Closing certificate issuing and securnity release

B. Daily MIS updating for loan closing:

i"inally the authorized officer of the loan admmistration division update the banking

software MBS (Mil

enmum Banking System} by closing the respective lean account.
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5.1 Problems of SME Loans

e There is no specific ratio of resources for growth of SME business.

e Monitoring system is not very strict.

» There is no continuous monitoring for recovery of the loan.

¢  Whether the borrowers are utilizing the loan on the right purpose or not, would
not be ensured.

» Some Customer Relationship officers are not enough comprehensive and

realistic, so that customers face various troubles while getting and repaying the

loan.

e There is not any complete database which identify the default customers, So (hat

Banks can not stop them (delault customer) giving SMI Loan,
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5.2 Conclusion & Recommendation

BRAC Bank Limited promotes broad-based participation in the Bangladesh cconomy
through the provision of high quality and modern banking services. SME loan is onc of
such quality product through which they offer the small and wediocre entreprencurs a
quality banking service and earn the maximum profit as well. The recovery rate of this
loan 1s 97% which is extremely good in comparison to any other bank’s recovery rate.
BRAC Bank btd has made 1t possible as the loan is given to experienced, small and
mediocre entrepreneurs most of whom are middle aged, shightly cducated and having
moderate ncome and this class ol people 18 very loval. But they can serve this class of
customers with more commitment and loyalty and they can Turn the recovery rate o

F00%. For this they can make the following policy rmplications:

e Redefine mission/vision towards achicvemcent of “Double Bottom-line”.

e Commit resources specifically for growth of SMIE busincss.

e Tmplement strict and continuous monitoring system of the whole recovery
process.

o frain the Customer Relationship oflicers more comprehiensevely and realisticully
so that customers may not face any trouble while getting and repaying the loan.

* Analyze customers’ behavior that what type of customer makes default and ston
civing them SME loan.

e Risk Management department’s audit report should bkc more strict and rehiable
So that possible defaulter may not get the loan.

1

e  Whether the borrowers are utilizing the loan on the nght purpose should b

ensured.
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