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For an expanding economy, a developed and efficient banking system is 
indispensable. Among others, it helps transfer of financial resources from surplus units 
to deficit units and, hence. helps accelerate the pace of development by securing 
uninterrupted supply of financial resources to people engaged in numerous economi c 
activities . The tremendous development that the world economy has experienced in the 
last few decades was contributed by several factors among which, growing institu tional 
supply of loan able funds must have played the pivotal role . The role of banki ng is 
comparable to what an artery system does in the human body. Both commercial banks 
and other development financial institutions provide short-, medium-. and long-term 
credits to businesspersons and entrepreneurs who usually take the lead in ventures of 
economic development. 

Institutional supply of credit has been made possible by a system of financial 
inter-mediation organized in a way where conventional banks collect small sa \ i ngs 
from the public by offering them a fi xed rate of interest and advancing the loan abl e 
funds out of the deposited money to enterprising clients charging relativel y higher rates 
of interest. The margin between these two rates is the bank's income. In addition. banks 
also provide many other services to the public for which it receives service charges. 

Despite the outstanding contribution of the conventional banking system 
(interest-based), several ancient and modern economists are critical about its effici ency 
level. Some economists consider the role of interest in the conventional ban king 
mechanism as a major negative factor that contributes to cyclical flu ctuations in the 
economy (Minsky 1982). Specifically. the ineffectiveness of interest rate as a 
stabilization tool during the period of the Great Depression is a case to note. Thi s 
eventually called for Keynesian prescription of government intervention (Keynes 1964). 
Similar concern was expressed in a story published in Newsweek regarding Henry 
Kissinger, the former Secretary of State of USA. To quote. "The instability has 
persisted and the uncertainty has continued. After going through the throes of painfull y 
high levels of inflation, the world economy has experienced a deep recession and 
unprecedented rate of unemployment. compl icated further by high leve l of real ink rest 
rates and unhealthy exchange rate fluctuation s" (Newsweek 1983). More recent concern 
over the potential instability of the world monetary and financial system was expressed 
by Maurice Allais, a Nobel Laureate, w ho called for an urgent reform of the \\ o rld 
Economic Order (Allais 1993, pp.13-1 6) . Others vehemently oppose the argument for 
using rate of interest as a stabilizing tool in the economy (Saud 1980. p.88). This called 
for the emergence of a new system of banking capable of tackling new challenges that 



the present world economy, particularly the financial sector. has been 1 ~1C ing . 

In response, though not exactly to that exigency but for quite a few other reasons. 
the second half of the twentieth century witnessed a distinctly sE?parate line of thin king 
on banking. This was institutionalized at the end of third quarter and subsequently 
emerged as a new system of banking called Islamic Banking {also called Profit-Loss­
Sharing Banking (PLS)}. The world has now been experiencing operation of as mat1Y as 
250 Islamic banks and financial institutions in more than 50 countries. Muslim and non­
Muslim. 

There are religious as well as economic reasons. which have contributed to the 
emergence of PLS-banking as an alternative to its conventional counterpart. It is the 
prohibition of 'Riba' in the Quran that. according to the proponents of the PLS-system. 
was the source of inspiration for establi shing banks in line with Islamic Shorioh 
(Muslehuddin 1987, pp.24-27). The basic intention behind establishing Islamic banks 
was the desire of Muslims to reorganize their financial activities in a way that do not 
contradict the principles of Shoriah and enable them to conduct their financi al 
transactions without indulging into Riho (Ahmad 1992). These writers consider rate of 
interest in the conventional banking mechanism synonymous to Ri!Jo. the term as Llsed 
in the Quran [2:275; 30:39]. One of the reasons for this is that the outcome of the 
productive effort is uncertain, and so interest necessarily involves an e lement of 
Gharar, that is, uncertainty (Chapra 1985. p.64). On this religious ground. proponents 
of the PLS-system urge the Islamic community to avoid all transactions with 
institutions that are interest-based. 

The economic reason derived from a verse of the Quran providing inspiration to 
devise an interest-free financial system has been substantiated in the way that inte rest. 
instead of increasing wealth. reduces it [30:34]. The primary reason of \-vhy the Quran 
has taken such a hard approach towards interest is that Islam stands for establi shing a 
just economic system free from all kinds of exp loitation (Chapra 1985). Further. 
Muslim economists consider depression and stagf1ation very often found in the 
capitalist world as an outcome of the financial system based on interest (Rahman 1976). 

Thus. Islamic banking emerged as a response to both religious and economic exigencies . 
While religious exigency calls for avoiding any transaction based on interest. economic 
exigencies, on the other hand, provide a new outlook to the role of banking in promot ing 
investment / productive activities, inf1uenc ing di stribution of income and adding stabi I ity 
to the economy. Islamic banking is thus perceived as an improved system in all 
dimensions 



Banks are financial institutions engaged in boosting national savings and capi181 

formation as well as constitutes infrastructure through financing of various deve lopment 

projects. In performing multi-dimensional activities like borrowing and lending of money. 

drawing, collecting and discounting bill s. transferring fund, safe depos it. vault/ locker 

service, foreign exchange transaction etc . The worlds of banking is undergo ing a 

transformation. Banking today has evolved into a highly competiti ve and soph isticated 

business in which technology increasingly provides the edge. Today's customers want 
1 - -- -- ·1 

service and iriformat on t be provided at all imes nd places. i i 
I \ I 

All th~t desc ibed aboveo,opre s the i llpO tance {rldve,rsatilir-\ of ibanki n(.!. From 
. . . I ) 1 I -

this sense of i~llPorta lce. ankinc.. ~ties olve many ~ ago/ I ; 
Most I)fthe ocial scientists aeree tha the erm 'bank' cam~m IralY, F'~ l1l the 

history of b~nk, w kn w thatl inst~tional ) bal king started) n the )el ej enth 0e n t L~ __ _ 

To~ay's baning ha cha ged a lot from that banI ing because ~f s7-cu 't~1I .. a l c l~anges . 
ThIS change . lal , cultural, geographic~ and pdhtiea-l--htCle)r s-:-----

Banking mainly got dynamism 111 its activity by the ilUlovation and progress of 

technology. So nowadays banking is not only business of dealing with money. but al so 

patronizing people in the business and other day to day affairs. 

As bank was essential component to rotate the wheel of economy. after the 

independence of our country, it became the duty of the Government to estab li sh a banking 

system all over the country. Keeping it in the mind and according to the fi nanci al 



philosophy, the Government established a banking system, ~hich is knovvn to LI S as 

nationalized banking system. After the independence Bangladesh Government estab li shed 

six banKs named Sonali, Agrani, Rupali" Pubali and Uttara, which were of pub! ic 

ownership. As time changed. the Government philosophy also changed ; especi ally market 

economy become familiar to the world . As a result the Government thought that banks 

should be operated in private ownership. Because of the liberalization. in 1983. fev\ 

private banks got chance to start their service in this land. From the judgement of getting 

indent form the Government, the City BanK Limited was actually the first ever private 

bank of Bangladesh. It was first generation private bank. After 1983. in our country. there 

were two types of banks: nationali zed and private banks. With the passage of ti me. 

second generation and third generation private banks were established. Now. 52 

scheduled banks are operating in our country. In the last decade. promoters tr ied to 

upgrade the banking system mainly from the manual system with the technology-based 

system. What were done after the independence upto late 80·s. now become a matter of 

history. 'f Ba b imited having 143 braR

1
1es all r4 country and 

one of the ll'e of d~ 
bankin 

hav~ be 1 posted 111 ]S4iC Ejank immediate after complr tion of the 

founda ion tr~inin coursrm\have 'een advis~he h 10r ble mragement to 

submit my pr+tica learni~ritten 10rn at dif~yhases. ~eil}g stimplated by tl~ i s 
constru tive t ougl t of the managel1 nt I, am submitting my pa1er for these pha:o;cs 

mainly ocuse on t 1e foreign trade 'der lsI mic framework _._~ __ J 



Marketing is the performance of business activities that directs the fl ow of a 

compc.ny's product and service to clients with a view to achieving the desired goal based 

on profit-concept & principle of marketing that are universall y and signi ficantly 

applicable in business. Business goal deals with a profit by pri cing. promoting: and 

distributing of products for which there are a market. Marketi ng plans are to be 

implemented with such an environment which determines controllable e lements 0 f 

marketing decisions; i.e. product. price, promotion & distribution. policies. laws. 

consumer behavior, level of technology and so forth . 

A total business philosophy aims at improving profit performance by ident ify ing 

the needs of each key customer segment and then designing and producing a product or 

service package that enables the company to serve selected customer segments more 

effectively then its competitors. The role of marketing is the management" s wi ndov, of 

the world . It is no longer market oriented rather the company must be market foc used. [t 

has to reshape its products or services to respond the observable mix and opportuniti es in 

the market place and to explore hidden market opportunities. 

A bank ' s performance in terms of achieving its goal of profit maximization mostly 

depends on how its deposits and investment schemes are successfLllly marketed. The 

banks collect the saved fund of the people by offering various deposit schemes against 

which th pay il teres to the depositO!, a.nd a ainst t. 0 th~ bm s lend! those r eposits to 

another s t of pe pie. Who r rrJ ut tile nvel t functIons In the e~ono",y. In he lendIng 
, \ ' 

I I I I 

I \ I i 

L~) OJ l ~._~~~ 



process they charging interest to the borrowers. the difference between interest rates and . ~ 
charging interest rate is called ' spread' for the banks. Unless the banks can \Nisel ) 

popularize their different deposit schemes, there is a chance of being spread less . A bank 

offers mainly the following deposit schemes for the depositors to mobili ze fund s. 

~ Current Account 

'*- Savings Account 

4- Fixed and Term Deposit Account 

4- Foreign Currency Deposit Account 

4- Savings Bond Account 

i. Deposit Pension Scheme Account 

4- Special Notice Deposit Account 

A bank on the other hand. offers several investment schemes for the investors to 

invest its accumulated funds . 

For deposit and investment purpose, banks categorize their customers in to three 

groups: Present Clients, Potential Clients and General public. A bank provides serv ices to 

all three categories. Present clients are direct customers while the potential and general 

public are to be classified as indirect customers . 

The service that can be rendered to the customers lies within the functi ons of a 

modern bank. Nowadays a bank generally renders the following services to the cl ients : 

4- Receipt of deposit from public under current, savings and fi xed depos it 

account as a savings custodian. 

4- Granting loan/advance to the clients for business as well as for other 

purposes.Remittance facilities by issuing DD. TT, PO & MT. 



i- Issuance of Letter of Credit 0.1 behalf of the impo.~ter to facilitate import. 

i- Export facilities rendered/extended by negotiation of the export 

documents. 

i- Disc unting bills and .0misllory notes. ~ 
i- /Buy" 19 and l . ng secur'ties 'rom thlca~al ma~(et. 
i- Buy" 19 and sellin of fo Veign ~urren~ehalf f th, cuStOl ers. 

i- Peri dical payments od tility bills . 

i- ColI cting proceeds ofct\eck. interest and divide! d on securit I . 

i- Loc er servrce f~he val\Jabt POsBssions fthe lie+s. 

i- IElec ronic tJaRkJ servicF lik~ AT ~T and, re lit card servIces.- I 

SOL etime~ ban ' s acts as an advis~' to fhe client in conne {ion lith Export. 1l1l Pfn 
and other ll1ancia ma ers . ank can become an 10norary finan cla par nel" ~ot~t11e 

customer. Customers desire to have the following facilities from a bank: 

i- Prompt service 

i- Late hour service 

i- Easy credit facilities 

i- Courtesy 

i- Helpful attitudes. 

Banks categorize its direct customers in tlu'ee categories: 

1. Individual 

2. Business 

3. Government 



In our economy, tlu'ee types of scheduled commercial ban~ are in operation. They 

are: 

1. Nationalized Commercial Banks 

2. Local Private Commercial Bank 

3. Foreign Private Commercial Banks. 

Although commercial banks are involved in marketing of their services. all of them do 

not have organized and well functioning marketing department. They are marketi ng their 

services without advertising. All foreign banks and some local private banks in our 

country have organized marketing departments. Some other private banks are at tbe 

doorsteps of starting wide rage marketing activities. 

This study is centered with Islami Bank Bangladesh Ltd. Islami Bank Bangladesh Ltd. 

Is the I lmerCla banks operatit a in the i'tlTrtrr It retain s the. 1 , I 

P sition n CtMEL (Capital, As ets, anagement, Earl1l1g & ILiqUidhy) rating made by 

B nglad sh Brnk. It ,olds te hi lest mounfOfThluidity motg all b~nks and its abil it) 

t keep r turn I on ass ts a .07% is 'vV 11 abovlu.~ankil J sec~or aver~ge of 0.3 3%. (Ref 

# The F nanc~al Express, 28- 998). In "The Holida .. (iSS4 29-sl I997) commented 

tl at ISla]'i Bpnk B ng a sh Ltel H s creannique pretedenc~ by improving its 

r sent a ld ~eposi t posi ti ns su ~sta1tiall y, I malY' g har¥SOre prk llts and _ 0 l'ierin g 

a ractiv divi~ends to its sharehol ers . d~osito~'~Balers:al:~ ... 

This report has been prepared as a part of my internship program . 1 was in Islallli 

Bank for 11 weeks to have an experience about banking operations. The main purpose of 

this report is to minimize the gap of knowledge between real life and institutional. I made 

this report as a ref1ection of my internship program. I have acquired vario us concepts 

.1 



Slogan of the Year 2004 

PROMOTION OF QUALITY INVESTMENT AND REDUCTION OF NON ­

PERFORMING ASSETS. 

The vision of IBBL is to always strive to achieve superior financi al performance. 

be considered leading Islamic Bank by reputation and performance . 

.J..- The vision of the bank is to establish and maintain the modern banking 

techniques, to ensure the soundness and development of the financial system based on 

Islamic principles and to become the strong and efticient organization w'it h high!) 

motivated professionals, working for the people, based upon accountability. 

transparency and integrity in order to ensure the stability of financial system . 

.J..- The bank will encourage savings in the form of direct investment . 

.J..- It will also try to encourage investment, particularly in project which are 

more likely to lead to higher employment. 

To establish Islami banking through the introduction of a welfare oriented banking 

system and also ensure equity and justice in the field of all economic activities. ac hiew 

balanced growth and equitable development through diversified investment operations 

particularly in the priority sectors and less development areas of the country. To 



encourage SOCIO economic upliftment and financial services to the lo\>\- income 
. , 

community particularly in the rural areas . 

.i- Perform all activities according to Islamic Shariah. 

bOli , } interest fron II financ·· . iO 
int10duce welfare orie ted b nking system . I 
esttblish UStOl er-bm 'er rflatiol1s~sed on rart+ ipati o I and profi t. 

.i- F 1l0\t the h al stem il busi ess. L. __ J ) I 

.i- I: vestfl'n halal projects c~rdil ~. to Isl~mic Sha~ . I I 

.i- tab 1 shl11en~s and nsa 111 busl\ well ~s 1111 the eCi nomy . 

~ P rfOrr the I~ole to ch>eve th~ISlamip FrnCiall System> 

)1 
r u,_ J ... , .. :JfIS QIJf1;u~ ~ _________ : 

.i- To maintain all types of deposit accounts . 

.i- To make investment. 

.i- To conduct foreign exchange business . 

.i- To extend other banking services . 

.i- To conduct social welfare acti vi ties tlu'ough Islami Bank Foundation. 

lslami Bank Bangladesh Ltd. carries out banking business and services based on 

Islamic Shariah & in collaboration with foreign participants and carries on all ki nds of 

banking. financing, commercial, industrial and investment activities on interest- IJ:ee and 



profit-loss sharing basis with a view to attract foreign investme~v in Bangladesh and also 

introduce and undertake new areas of banking activities. 

In addition to achieving the main objective of earning profit Isla mi Bank attempts lO 

achieve the following objectives: 

:i- All its activities are conducted on the interest free system according to Islamic 

Shariah. 

1 Inve mel is made thl~iffereft modes pennitt undelrrs-l~~~~t Shari ah. 

i-~ Inve mel -incomae of the ba1~ is ~hared with the Mu arab depo itors according 

t a ratio to el sure a easOI ably fcUr rat~ of ret 1m 01 their 
/ i 1 Its ai TIS a e to in uce ajelfarerorient anking and a so to establish 

er1ity a d jus ice in the field o~ ecoj10mic activities. I 

i-~ It ex end socioje;::~'iC an11 firancial~s to ~OOI. helplFss ancl 10" 

it come ~rou of th . e for tlpeir l econorb~iftment p~rticul ahY.m-. the- l1 •. l1ral 
I i I . ! 

al ::as. I i J L : 
.J-~ys a man resotuce de veloprrrer{and el +oytnent-gene-J ion. 

particularly for the unemployed youths . 

:i- It ' s aim is to achieve balanced growth and equitable development of the country 

through diversified investment operations particularly in the priority sectors and in the 

less developed areas. 

:i- To pave the way for Islamic economic system. 

:i- To carry the welfare oflslamic economics to the total economy of the country . 

:i- To make Zakat fund & ensure proper utili zation of it. 



Islami Bank Bangladesh Ltd . has many success stories of achievements. Some o f these 

are: 

i- !BBL is the pioneer institution for introduction of Islamic Banking in Bangladesh. 

~ The success of !BBL has imbibed other sponsors at home and abroad to establ ish 

Islami Banks. 

i- !BBL has successfully mobilized from a large number of people who hither-to­

before did not make any deposit with interest based banks. 

i- The Islamic banking products. which are offered by !BBL throL:gh its l ...J. l 

branches, located at important centers aU over the country and spontaneo Lls 

acceptance of those products by the people proves the superiority of Islamic Banl.,:jng. 

The growth of employees and branches of the bank indicates this wide acceptance. 

i- !BBL' s market share of deposit. investment and ancillary business in increasing 

steadily. 

~ !BBL handles more than 10% of the country" s export import trade. 

i- Among the contemporary commercial banks, !BBL's position is first in respec t ui' 

nlobilizafion f ~ep~sit, de~lo lent 0l fund ~nd earninb " rOfit. l--·--I . . 

i- Inve mel 111 mdustnal se tor <pccuples nearly j % o~ !BBt s ll1vestment 

ptrtfo li 0 Thi is a ul q:Jxam pi b of i !,dustrt I~i,ce by r cOIf'lTIerc i r I ba Ilk . 

1 Mor that 1150 orkm 'i e e'1'ploye . T 1e i,l {lstria \ projeqts financed b: 

!BBL. I BL t lUS made Signifi~t c0l1tribution to solvin unel lployn~ent problem of 
I \ I I 

ti ecounry D ) I ' l~ 
L ,j 
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Islami Bank Bangladesh Ltd. has many success stories of achievements. Some or these 

are: 

i- lBBL is the pioneer institution for introduction of Islamic Banking in Bangladesh. 

i- The success of lBBL has imbibed other sponsors at home and abroad to establi sh 

lslami Banks. 

i- lBBL has successfully mobili zed from a large number of people who hilhe r- to­

before did not make any deposit with interest based banks. 

i- The Islamic banking products, which are offered by !BBL through its 1.+ 1 

branches. located at important centers all over the country and spontaneous 

acceptance of those products by the people proves the superiority of Islamic Banking. 

The grov.rth of employees and branches of the bank indicates this wide accepl8nce. 

i- IBBL's market share of deposit. investment and ancillary business in increasing 

steadily. 

i- IBBL handles more than 10% of the country' s export import trade. 

i- Among the contemporary commercial banks, IBBL ' s position is first in respect o f' 

n[obilizahon f deposit, deplo 1ent o~ fund and earninb rofit. _°1 
1 ! I 

1lnve mel in industrial se~tor ~ccupies nearly 3 % 0 ' !BBIL · s investment 

PTrtfolio Thi is a u~xampl~ of i f'dustrfll~~ce by COl 1merCir i bank . 

... Mar that 1150Wkers re er/rploye . 1e in Istria proj e1's financed by 

tl

i
eCOW1ry 0 1 I 0 l __ _ 
LJ ~ L..............' ____ 



4- Dhaka-the capital of Bangladesh being a Mega city hC}~ acute transport pro bl em. 

IBBL has joined hands with and enterprising group to introduce a fleet of Premi ulll 

Bus service, which has attracted the attention of the people of all strata and mi tigated 

transportation problem of the city to some extent. 

4- IBBL has introduced several other welfare oriented investment schemes such as 

4- mall transportation investment scheme, small business investment scheme erc. 

4- [BBL launched Rural Development Scheme for providing finance to dra'vvn ­

trodden section of the population and area where no other commercial bank has 

extended any finance. IBBL' s mission is to reach all the villages of the country as 

early as possible. 

4- IBBL has contributed a remarkable amount as ll1come tax to the Government 

Exchequer on its net profit over the last 18 years. 

4- At the initiative and drive of IBBL, several Universities of the coun try have 

introduced courses on ' Islamic Banking & Finance'. 

4- IBBL has organized a good number of national and international semJl1ars on 

'Islamic Banking & Economics' . ]mpo,·tantly, IBBL sponsored a Seminar at Dhaka 

with a view to forming an . Islamic Common Market". 

4- Due to constant persuasion of IBBL the Government has granted license fo r 

establishment of an Islamic Insurance Company. 

4- IBBL has earned reputation in the country as a corruption free institution. 

4- IBBL is held in high esteem in the ban.king circle as a good managed bank. 



*- Under the leadership of IBBL. Bangladesh Assoeiatj{)n of Banks (BAB) has 

formed. This is a platform to ventilate the stand-points on banking issues of the 

p Ivate s etor aI ' S. i II 
, IBB has aken initiative to I\' rm ~n Association OfJami1 Bank1~1 in Bangladesh 

f1 r furth rane ofthe~ oflslrmiel Bankil~ I 
i. IBB has establiW fo,aatio1 calieWmi B k Forndat i ~r" tor carrying 

o t soci 1 activities. \ fot,dation has tak~ lip num1er of schemes 

c venng u ) rhOle I ) °1 I_Ban~~adeS h . 

~~~ .. ~),j' i,~ _____ J 

6691. 12 

25,190.65 32,112.81 11,640.94 56,246.37 70,552.65 88,452.18 

22,198.26 29,563.20 37,648.75 49,185.92 62,755.90 83,893 .63 I 

Total Foreign 
Exchange 
Business 

43,609.00 49,860.00 51868.00 65,131.00 84,643.00 
i 
I 

11 2,665 .00 I 

i 



Total Income 1966.24 5,234.07~ 8024.62 
Total Expenditure 1,787.93 6039.28 5218.20 
Net Profit before 1842.99 I 
Tax ~----------~-------+--------~------+-------~------~--~~ 

146.53 1 

576.12 178.31 330.24 994.05 802.01 

Payment to 
Government 
(Income Tax) 

92.79 184.62 275.52 450.55 373. 25 

Dividend 21 % 25% 25% 25% 20% 20% J 
f-_____ +-___ +--__ ------'>---__ ---+ ___ --J._-'(..=.St=o=ck.:L+) _ _ J~ock) I 

Total Assets I 
(including Contra) 39,133.40 49,250.36 58,644.46 77,463.12 98,046.85 125,776.94 I 
Tota I Assets I 
(Excluding 31,314.82 39,362.27 49,551.87 65,080.12 81,704.74 I 102149.28 1 
~~) i 
Fixed Assets 498.90 1,121.15 1,276.89 1725.53 2036.65 2552.70 i 
No. ofdepos~ 1 
account holder 922,232 1,116,006 1,355,053 16,51122 19,94266 ! 22,91269 I 

No. of investment 
account holder 
Cumulative 
amount of 
disbursement 326.75 

139,738 

714.93 1323.87 2923.60 

from RDS I 
4216 .77 

Ou ptandtng ~~------..J-.-. ! I 
Inv~stmen~ of 140.3 272.$ 371.1 432.1 P70.9 ! 789.97 i 

~R~D~p-_4i-4-~---+-+_-+I +_--~ __ ~-4-__ +--~_--~ 
RD:> no. oflA / C Gl,il'tt: 4,31 p l(~ 10V,225 130,465 II 163,465 I holjer ! f .1.,.1..1.1 iv,'t/V\ ! 

rR-D~:>~no-.-o~fl v-i-"a~g~1--4-1-0-)~~---/+1-,-364p~--+2--2-ti~---/~2-8-75~--~3-7-00~---- 4230 i 
Nu nber of l ~ <\ ! 
Foreign i 675 77 815 830 840 850 ! 
Co respondents ~ ~ \ ; ! ~N-u~~b-e~r-o~f--~4---~~_~\ --~---+~--4---~---4--~---+--t__----~ 
Sh reholdE rs 7,185) ~,54~ 9,917 I 10 747 1~,196 I 15,892 I 

Nu~ber of '--1 __ --=.1""'10"-1.-/ 11'14 ___ ~12=-=1~~ 128,4-___ ~1 4!..:1-+-----l! 151 I 
r-Br_a~IIL~II~le~------~------+-------~-------+------_4--------~----~ 

Book value per 4781 6278 3519 4205 2181 2.257 i 
Share ( Taka) i 



To give its clients the best services IBBL has increased .~ts foreign correspondents 

with the passage of time. The growth of the number of foreign correspondents has 

increased in a steady manner. At the end of year 2003 the bank now has 840 

foreign correspondent with 230 banks of 72 countries. The following graph 

depicts the scenario. 

Year 1998 1999 2000 2001 2002 

No. of Foreign Correspondents 650 675 775 815 830 

• 
650 

1998 

No. of Foreign Correspodents Total no. of 

Correspondents 

• 
675 

1999 

• • 
775 815 

2000 2001 

I ' I I 

• 
830 

2002 

U \i U \ 1 i ,. 1. ! I . L--:--1 I As tIle ba k s busll1ess volun11l1c!'eases and so the nuJ1bell· of branches l11c repses 

the n~f en 10 ees of ~a6"k is J~9 growing. Ihe1umal JeS9J:1L~ 2i5~1(lIiQ~1 of 

the bank is as follows: 

Year 1998 1999 2000 2001 2002 2003 



Total No. of Employees 2171 2302 2685 3060 .1 3297 3752 

Year 
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The success of a business is primarily measured by its profitability. [s thi s respect 

IBBL has achieved a remarkable success . From the very beginning of its 

operation it is one of the most profitable banks of the country. 

Year 

Net Profit Before 

Tax 

**In Million Taka 

1998 1999 

Like all otl er b nks, 

categorie : 

1998 1999 2000 2001 

148 .39 178.31 330.24 576.12 

Net profit before tax 

2000 2001 2002 

tD eratio I of BBL D divi ed 

1. Gen 

2. mer~t and 
I 

al Brnking ~erv~ ) 

'----'! ------

2002 2003 

994.05 802 .0 1 

I 
2003 I 

I I 
ifl to thJ fo II owi ng 

I I 
'--------..., 

i 
I 

i i I I _, ____ .... _ ... _._ .. __ .1 



IBBL gives special importance on savings. It mobili zes deposits or savings through 

the operation of the following accounts: 

i 
I , ~~' ''''"'"~ ' ~-''' 

Ct.nt·ent ac oun is conducted under thi s ' ystem. 

I "- cof'Pa" busi ess enterprEjovernt enl body, prganizalion and 

frust 0\ orne persons can open lis act ollnt. . 

i ~ y depositing only . SOp.OO this account Cc 1 be pened l 

I "- ny a~f m01eyl
l 

can ASited witlOlI1 al,y condition or 

~'egulat on. U 'I 

I l 
! ~ heck book is issue or tlris account. 

---' 4~ money cmrbe-witlrdrnwn y check ing-ba11king·lmLtrs . 

4- No profit is distributed for this account; and the client is not liable to bear 

the loss. 

Client- Saheb Al Mall Bank - Mudarib. 

Under this arrangement. profit distribution is based on agreed ratio and loss (if any) will 

be borne by Saheb Al Mall. 

Under Mudaraba mode there are many accounts: 

~ MSA - Mudaraba Savings Account. 



~ MHSA - Mudaraba Hajj Savings Account. A special acco unt to fac ilitate . , 
performance of Hajj by low and middle income groups. 1 year t025 years long. 

~ MSB - Mudaraba Savings Bond: % and 8 years term. 

~ MSS - Mudaraba Special Scheme. 

~ MTDR - Mudaraba Term Deposit Receipt: 3/6/12/24/36 months term. 

~ MMPDS - Mudaraba Monthl:v profit Distribution Scheme. 

4- MMS - Mudaraba Mahor Savings Account. 

~ MSNA - Mudaraba Short Notice Account. 

Deposits are received through cash or by instruments and payment is done by 

instrument or document. General Banking operations are done by va rious sections of the 

bank. lelr 1'"111e are JoBs a\rieor Below - \ -1 
i 0 ~i:i 3~c:!·a.,) I 

Func ions o~cash sectio! - ) i I 
~- Pr cedure of Cash ~eipt I I 
i ,- \ 1--\ i 1- Pr cedur, of Ca h Payn\lentl 1 I 
~- Iss lance QLC.hedk Boo~ ; __ .J L.I --

i ! ! 
~- Pa sing, cancellation and pdyment of check. 

I 

Functions of this section are Issuance, payment and collection of :-

4- Demand Draft (DO) 

~- Telegraphic Transfer (TT). 



i- Pay Order (PO) 

i- Outward Bill of Collection(OBC) & 

~ Inward Bill of Collection (IBC) 

Functions of this section are -

Clearing and collection of instruments of different banks through central bank or its 

representatives. 

Functions of this section are -

i- Book Keeping 

i- Maintenance of vouchers, sundry, suspense etc. 

~ Preparation of General Ledger & clean cashbook. 

The amount of deposit is one of the main strength of a bank. And in 

this respect IBBL can claim its superiority over the other private commercial banks of the 

c~~The PTIIOUIll of d~ is increasiIlg day ~ay inra-stea;dy manner. which 

rt{fl ~c~s Te faith of the deposito, to l1e bank" and a I so t \e su ~remact and pop ul a ri ty 0 f 

tI e Islan ic BJnking lyst~J" ~. 0' I I 
I I I 

oSit! (including bills able j in million Taka I I 
, . 

2003 

4 54V.29 69941. 79 ~ 

) ) 



The special feature of the investment policy of the bank is to invest on the basis of 

profit-loss sharing system in accordance with the tenets and principles of Islamic Shariah. 

Earning profit is not the only motive and objective of the bank's investment policy rather 

emphasis is given attaining social good and in creating employment opportunities. 

The bank conducts investment portfol io under three mechanisms: 

Ft-inctupes t e-fottowi to ~- ----- ----1 
'udar rbaha: it can be fine as a contraet~een a bUY9r and a seller under 

hich rhe siler s~ain g od s , (pe rm!si:J in 1 sla\"i chari all and 'he la ~ nf the 

and) tf the buyer Wst plu agreed pro It able 11 cash or on ny tixed fut ure date 

in lumt SUI or by installmel . 

ai -M~a . a . It ca~ be d~ ned a~ a epn,rac' I betw) n a bur" 

eller 'ells ertain goods (perm" siblF in Islamic Sharial an 

I 

nd a s¢lIer under wh ich the 

the law of the ~ld) to the 



buyer at an agreed fixed price payable at a certain fixed future d'lJte in lump sum or within 

a fixed period by fixed installments. 

Bai-Salam: It can be defined as a contract between a buyer and a se ller under which the 

seller sells in advance certain commodity/product (permissible in Islamic Shariah and the 

law of the land) to the buyer at an agreed price payable on execution of the sa id contract 

to the buyer at a future date in exchange of an advanced price fully paid on the spot. 

Ba;-Ist;shna: It is a contract between a manufacturer/seller and a buyer under which the 

manufacturer/seller sells specific products after having manufactured. at an agreed price 

payable in advance or by installments within a fix ed period. 

It includes the followings -

Hire Purchaselijarah: The term Ijara has been derived from the Arabic word Aj r & Uj rat. 

which means consideration, return, wages or rent. Ijara has been detined as a contract 

between two parties, the Hiree and Hirer under which the Hiree to a Hirer against fixed 

rent or rentals hires out a certain asset for a specific period. 

Hire Purchase under Shirkatul Melk: It is a special type of contract. Actually it is a 

synthesis of tlu'ee contracts - shirkat, ijara and sale. Shirkat means partnership. Shirkatul 

Melk means share an ownership. Under this arrangement the Hiree and the Hirer becomes 

c( -owne 'r respe~ equity partic ipation. 

! I 
I I . I o 

o 
'----._-_. 



Diagram: Different modes of investment of IBBL 

JBBL being welfare oriented banking institution has now designed and 

implemented thirteen investment schemes keeping in view the needs of ditlerent sectors 

and various sections of people for their socio-economic upliftment and to improve the 

quality of their life. All these schemes so far introduced have gained popularity and 

received a good response of the general masses and is also being appreciated by the 

intellectual classes of the society. 

Pursuant to the investment policy adopted by the bank a 7 -year perspecti ve 

investment plan has been drawn-up and put in to implementation. The plan aims at 

diversification of the investment portfolio by si ze. sector, geographical area. economi c 

purpose and securities to bring in all the sectors of economy and all types of economic 

groups of the society within the fold of bank ' s investment operations. 

Accordingly the plan envisages composition of the investment portfolio with 

*- 2.50% for agriculture and rural investment. 

*- 18% for industrial term investment. 

*- 13% for industrial working capital. 

*- 10% for housing and real estate . 

*- 4% for transport and communication. 

*- 0.50% for electricity, gas, water and sanitation services. 



~ 2% for storage. 

~ 43% for import. export. local trade and trade related activities. 

% fO~~~iry. I----~ 
.J,.. 2 0 fO J' rural developmen sche! e _ \ 

J..- 2 50% for otlf LSp,\c ial sclJeme 0 j 

i- 0 50'lVor miE3dustry. ) 

i- 1 00%1 for other Prodll~ pur oses. '\ 

I 0 \ 0 \ ! I I 
! I ' 
i ' ! J 

'-----~ I ~ 

o Agriculture & rural investment 0 Industria l term investment o Industrial work ing capi ta l 
o Housing & real estate 0 Transport & communication 
o Storage 0 Import, export & trade 
o Rural development scheme D Other special Schemes 
~ Others 

o Utility services 
• Poultry & dairy 
o Micro industry 



Year 

11 YY~ 
11999 

2000 

2001 

1
2002 

! 

1
2003 

Import 

Export 

Total Foreign Exchange Business 

Import Business Export Business Remittance Tota l 

Lu,lJ83Q I48Y4.jU ~60.60 4T2J.·~3.20 

20396.00 1\ 14798.00 84\ 5.00 

-z.s.3.{ 7 . 0 0 11688900 f\ 764 ~.OO 
259( )7.00 16082 00 ) 987 P.OO 
~8.00 ! 16673.00 ~ 14610.00 

ill 
46237~ ,21738.00 , I~ I 
~ . \ -I~ ! 

Foreign Exchange Business of IBBL in the year 2003 

436q9.00 

498qO.00 

518~8.00 
651 31 1.00 
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Remittance 

In th folio 

16668 

Foreign Exchange Business of IBBL in the yea r 2003 

o Impo rt 

o Expo rt 

o Rem m itan ce 

r!:C,-,~ ;\ -" .. " ,-"~ ~~,,- -:. r"l 
aragratls"~Will di \CUS~ the reiD a! pro~1S a, d pros ects regard ing 

opel tions " B~l gla~ i 

Prob ems 0 For jon Tli. \ : 0 
\ ' 

I 
o S nce fo eign trade indicates exchAng~ of goods and servi 

- - --... ~ 

etween two cou nt/'i es, 
i i 

qalanced way. Otl rwise the balance of d'ade 
i 

position of a country will be hampered . Again, if the amount of import exceeds the 

amount of export then this particular country will be converted in to a trading nation. 

Bangladesh is now standing infront of such a problem. If we don "t move to 

industrialization we will not be able to overcome the problem of unempl oyment. An 



industrialized nation can utilize its total manpower effectiv~ly while a trad ing nat ion 

can not, because it acts only as a middle man, not involves in the total production 

process. Industrialization will help us to promote our export base and to earn ·foreign 

currency. 

o When an importer imports certain commodities from another country . he has to 

undergo various sequential steps: otherwise. he would not be ab le to import the 

desired goods from the particular country. It' s a time consuming as wel l as cost 

oriented matter. The importer adds this value of time and cost into his production cost. 

so the product price increases. While on the other hand, if a person can import the 

same goods illegally from another country it would easier for him to market those 

products. No doubt cheaper products will create a demand in the market than the 

legally imported products. 

o Bangladesh IS a densely populated country, so we have an abundant supply of 

,..,.......-1.1.l.l...l-'"'-b'''-'-,J..'~a uto ma t i 0iLnOLOll4un(!n po wer liL.ski~ ed 111 an power i s 

tceded wh are able to cope with'l The prOductiv~Of a~ -old i ,achines are not 

nougl con pared ~' 1e autoh1atetl oneS' llfj IOdus'Y b se werf capita l oriented 
! J I ! 
rnstead of I bor or'ented we w uld ~e "ble to pr duce lore uality iproducl \;\'ithin a 

rhOr! . or time. su~ent Isupply of cap' al will ensuje the setup of 

rndustr aliz ion, wi ' very l\lUcli needefH1.~a day 0 co 11pete.!While others are 
I . 1 . I ,I I \ I ' I ! ') 

f
smg c 11l1er ! lOW on9 can wr exp~ to go n WIt 1 q:~~:~2~:2?? \ove r . 

o f the rei 1 exchange earning yield from' diversified f 'elds then it would be leasier 

o min mize risk resulting fro one l~ ncertain field. Bl in Ba~ladesh we are .~Jrning 
foreign exchange only from a limited number of sectors. Only RMG contributes 

almost 75% of the total foreign exchange earnings though in thi s sector also we are 



not involved from the root of production process, we are just performing the task of 

tailoring. Therefore, the foreign export base should be decorated in such a way so that 

all sectors of the economy can contribute significantly. 

o In this sector, Bangladesh has the limitation of skilled manpower. who can unde rstand 

and handle the foreign exchange dealings well. Performing the fo re ign exchange 

activities is a very tough job because it involves proper communicat ion \\ith the 

client, various banks of the country as well as abroad. A single error Il1 UY COS1 

thousands of doll ars. This is a unique field in banking sector. The banker ha~ to well 

aware of the various trades, import & export policies of the Government. He also has 

to aware of the existing foreign currency exchange rate and the bilateral relations hi p 

between Bangladesh and other relevant countries. So the banker should be well 

trained and groomed to cope with this situation. 

o We have a very limited export base. Above all we don 't have the sufficient sup pl y of 

raw materials we use in the production process. If we had the loca l raw materi ab. 'I've 

would be able to use them in the production process. But unfortunately we have to 

import the raw materials required in various production process. As a result. 

production cost increases and consumers have to spend more to avai l that part icular 

product. On the other hand, we can think. in another way, if the local raw material s 

were available, we would be able to export goods at a lower price than the 

competitors. Then certainly or exported goods would have a higher demand in the 

international market and consequently vve would be able to earn foreign currencies. 

o Policy and structure are an integral part of any kind of operati on. [t will suggest LIS 

how to perform the operation. But if the policy continues to change frequently it is not 

easy to plan and perform also. This is the main problem of our country. With the 

o 
o 

I I \ 1-- 1 
I I) ! I 

I I ·0 i I L _____ - i 



changes of Government new policies are formed. which is ~ery difficult to cope wi th. 

It is hard for the business organizations and businessmen to settle themsel ves. The) 

are always deviated from the old track, and have to run after the new tracle So 

keeping in mind the interest of the country, there should be sllch a steady policy tl101 

is helpful for all. 

o Whenever an importer comes to the bank to issue a LlC in his favor, he has to deposit 

a certain amount, known as "LlC margin". After receiving of the export documents 

from the exporter the importer pays the rest amount. But up to this time this Lie 

margin amount is kept by the bank without giving any return to the importer. so it is (} 

loss for the client. He could invest this money anywhere else and could earn some 

return. The importer adds this loss this loss with his production cost so the product 

price goes up that has to borne by the ultimate customers. 

DAfter 2005 , there will be no quota facility for RMG. Bangladesh have to then produce 

quality goods (fabrics & other accessories) at a lower price in the local market to 

survive. So we have to plan and work hard to improve our backward linkage facilities 

from now on, otherwise it would be too difficult to compete with our competitors. 

o From the geographical viewpoint. Bangladesh is not located in such a place to trade 

vigorously. We have encompassed by India from three sides. And India enj oys a 

strong industrial base compared to liS. Due to economy of scale Indi a can produce the 

same quality products at a cheaper price. [n the open market economy. the Indian 

products will cover our market. People will prefer the Indian products because of the 

lower price, and consequently the demand for our local product viill dimini sh. 

Entrepreneurs \vill loss their interest in establishing local industries because of the 



But we lag behind in packaging. Due to lack of proper packaging faciliti es we are 

losing the international market. 

o In the leather sector we are performing moderately well, but still we have a chance to 

contribute more in the country' s foreign exchange earnings from this sector. In most 

of the cases, we export finished leather. but we can improve our technology and setup 

industry to produce high quality leather products. 

o We also have a good opportunity in the jute sector. Its production cost is very low 

compared to its market value in the international market. Small and cottage industri es 

should be built up to boost up the production in this sector. 

o We have a great prospect in the IT sector. Due to the absence of stable Government 

policy and lack of infrastructure development, we are not performing as expected. Our 

IT experts are performing very well in the abroad but due to our lack of prudence. we 

have not been able to have these IT experts to facilitate the process of sothvare 

exportation. 

.
f 1--: 

I i 
In 11is wa e can improve th intj-astructure of our unt y for ~xport as we ll as 

mi+mize he p liticatu~3t, we an 1xpect Lgn:itant c ntri ution from the I'arious 

sec10rs of the conom. will i 1provf the abmu!t of D reign eXChal~ge earnings and 
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., 
Bangladesh with its 60% people living below poverty line and 30% li ving in 

absolute poverty is suffering from acute rural-urban economic disparity coupled 'vvith 
illiteracy, lack of proper health and sanitation facilities. The country's economy is 
basically an agrarian one with vast majority living in rural areas. The agri cultural sector is 
unable to provide any further scope of employment resulting in influx of rural population 
towards urban areas. Rural areas are characterized by stagnant agriculture and scanty 
industries. Underemployment and unemployment is the regular feature particularl y in 
rural areas. The vast human resources have remained unutili sed due to lack of education 
and training and also concerted efforts directed towards the rural economy. This results in 
uneven distribution of income which causes serious set back in balanced geographical 
growth as well as growth of GDP. lslami Bank Bangladesh Limited has been founded 
with the major objective of establishing Islamic economy for bal anced economic gro'v\,1h 
by ensuring reduction of rural-urban disparity and equitable distribution of income. 

In view of the above, Branches of tile Bank have been encouraged to invest their 
deposits in their respective areas and in particular for the economic upliftment of the rural 
people. 
Accordingly, a Scheme in the name and style of 'Rural Development Scheme' has been 
introduced to cater to the investment needs of the agricultural and rural sector to create 
opportunity for generation of employment and raising income of the rural people with a 
view to alleviate poverty. 

The main objectives of the Scheme are: 

~
-- i- o.-e.'(tellcLi.n. tment. fqCiJj.ties-tG-.ag1~· ultura!, oother-~arming and off· 

armin acti ities in the rural "eas. I I 
i- 0 finance self-emp oyment and income gel eratil g actj ~ iti es of the rural 

eople part cularly t le 1 ral un upl yed yo It S ld the ural oor. I 

~ 
i- 0 alle iate I' ral po erty l:r?~lgl inte "ated r Iral eveloP~.11ent approac!l. 
i- 0 ext nt f; cliltles " land Ibe- ells aJ1d rural hous lllg. 

eepin 111 housi 19 fac ilities of the rural 

rwelle s. 0, I 
<.- 0 proV[de jcation r d Medicu ities t the down trodden people 

~ '------_. 



Initially the Scheme was started as a Pilot Scheme in rural areas of certain districts 
under the direct supervision of the nearby Branches of lslami Bank Bangladesh Li mited. 
The Scheme is being gradually extended to other districts/areas through difl erent 
Branches of the Bank. 

Each designated Branch will select villages initially within a radius of 10 
kilometres of the Branch. The criteria to be followed in selecting a village should be the 
following: 

4- Easy communication 
4- Availability of agriculture and other off-farm activitie s ~ 
i- Abundance of low-income people; 
4- Predominance ofIslamic values and ideas. 

After initial selection of the area, Branch will conduct detailed Baseline Survey to 
identify the various economic activities and types of people residing in the command 
area. Besides in selecting villages the concerned Branch should ensure that at least 250 
clients are available in 5 clustered villages and the investment will be financially viable. 

4- Farmers having land holding of maximum 0.50 acres. 
4- Sharecroppers with consent from the landowners. 
4- Persons engaged in off-farm activities having no land or lane! up-to­

maximum 0.50 acres. 
4- Persons/farmers permanently residing in the selected vi Ilages. 

Persons having derelict pone! will be eligible for investment for re-excavation and fi sh 
cultivation. 



i- Destitute women and distressed people will be .jJrovided investment for 
mulch cows/poultry birds/ducks/goats etc. and other suitable off-farm activities for 
raising their supplementary income. 

i- Persons having liabilities with other banks/institutions including dct~lUlters 
will not be eligible for the investment under the Scheme. 

Production Need: 

Production of 21 types of crops 

Pond Fishing 
(Maximum 3 years. But the period 
of investment will be decided on the 
basis of the nature offish cultivated) 

343 kinds 0 

off- farm activities 

Irrigation charges 

Agricultural 
equipments 

and 

Genentl 

Special 

irrigatiol 

Rickshaw / Rickshaw-van 
other rural transport 

an( 

Other Needs: 

I year 

3 years 

1 year 

I year 

3 years 

2 years 

Hand tube-well for pure drinking 3 years 
water 
Construction material s for house 3 years 

Tk.l0.000.00 

Tk.25 .000 .00 

Tk.20.000.00 

Tk.50.000.00 

Tk.5 ,000.00 Depending UpOI 

the req u irement. 

Tk.25 ,000 .00 Net 1l1vestmen 
of the Bank (minimulll lOt;; 
down payment to be paid b: 
the client) 

Actual price to ma:-..: im ul11 
Tk. 5.000.00 

Tk. 3.000.00 

Tk.15.000.00 



Generally, security will not be required against investment under the Scheme as 
entire Scheme has been drawn taking into account the social welfare objecti ve of the 
Bank for upliftment of the socially down-trodden and economically backward and weaker 
section of the population of the society. However, Group discipline should be stri ctl y 
followed and complied with so that only the right persons are se lected and included as 
member of the Group. 

In case of investment for purpose of pond fishery. special ce iling in off-fa rm 
activities and agricultural and irrigation implements, Branch should obtain afte r due 
verification, of land documents of the clients and keep their documents as collateral by 
way of simple deposit of title deeds through a memorandum of deposit executed by the 
client / owner. 
Besides, in all cases. each member of the Group wi II give personal guarantee for the other 
members of the same Group and the members will be jointly and severally liable and 
responsible for payment of investment. 

,...-------.... 
t 

I i 

C n th~ basis \ list sub l1itt d by th - d office', thei Invest 1ent Committee of 
tl e Branch w~1I care ully fcrutin~se tl e appl catiOi sand sancnion th9 investment at the 
B 'anch If've l. j The n emb ·s o~t e ~ mmitt e v:ri cons).,t of I Mana~er, Pr~ject Officer 
aI d the fielq officer. After anctlo of the ll1vest~ent th~ Bra1ch WI ll compl ete 
d cumel tatio~ formalities and en di burse the amoun ith the hel of the Investment 
o ficer nd ~eld of8In all he ases o must nsu)·e stric adherence to the 
b nking nd Shariah 1orms. ) \, I 

I / ' ---, 
I J . 

I ['2S!f~ -~ 
The Branch will select any of the following modes depending upon the sector and 

purpose of investment: 

A. Bai-Muajjal TR 



Under this mode Branch will sell goods to the client under def€rred payment basis . The 
payment will be made in instalment/ lump sum on predetermined future date. 

B. Hire-Purchase Shirkatul Meelk (HPSM) or Leasing 
Under this mode Branch may supply implements/equipments on rental basis. The 

ownership of the equipment will be with the Bank but the client will be authori sed to 
possess the equipment for certain period. Under HPSM the client vvill have to contrib ute 
minimum 10% of the cost price of the equipment as his equity and the rest will be in vested 
by the Bank towards payment of the purchase price to the supplier. Under leas ing system 
100% cost price of the equipment will be paid by the Bank while the cli ent deposits dovm ­
payment of equipment equivalent to 2 instalments prior to availing the investment which 
will be kept as his equity and will be refunded at the expiry of lease term. 

C. Mudaraba 
Under this mode Branch will supply capital to the Mudarib (agent) for conducting 

business, purchase of inputs. commodities etc. to be repaid on future date. The profit is to 

be negotiated and will be determined so as to ensure minimum 12% rate of return . 
D. Musharaka 

Under this mode the Bank will extend investment on profit and loss sharing basis. 
In this case. Branch should receive investment proposal on a very selective basis with prior 
discussion with the Zonal Head. The capital sharing ratio will be maximum 80 : 20 between 
Bank and the client. The profit is to be negotiated and will be determined so as to ensure 
minimum 12% rate of return . 
E. Bai-Salam 

Under this mode Branch will execute advance purchase contract with the c li ent 
and make payment against purchase of product. which is under process of production . .A 
Bai-Salam contract will be executed before making any investment showing price. 
quality, quantity, time, place and mode of delivery. The profit is to be negotiated and wi ll 
be determined so as to ensure minimum 12% rate of return. 
F. ha i 

i Un er tl is s~le contrac~ th B~n~ pllrcha~es a certa 1 c?n modit~ for the cl ient as 
reql1ested nd peclfieB b hm1 1 h1ch1 are delIverable to 111111 on PClyment at a pre­
det.rmine pric _ Und r this mode f1ienl w;ll pl-o:i, minin um ash se<urity 20% of the 
cos{ pnce. I I I 

! WI ile c nsidenng the inv stmen~ proposa under ushar ka. M~ldaraba clnd Bai-
Sal~m mo es ranch must ensu not tp exceed 20% 0 1e tot I inve~tment under the 
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OBJECTIVES OF THE REPORT: 

The purposes of this report are given below: 

This is the fulfillment of the requirement of the project program. 

To gather the overall knowledge about Islamic banking operation. 

To acquire practical knowledge about overall activities of IBBL. 

To know the performance of IBBL in every aspects. 

To highlight the problems and necessary recommendations to overcome the 

problems. 

METHODOLOGY OF THE REPORT: 

The methodology of the report includes direct observation , ora l communication with 

the employees of all departments of Local Branch and Head Office, studying fi les , 

circulars etc and practical experience . This report is basically qualitative in nature. 

But the report includes both quantitative as well as qualitative data . In this report no 

hypothesis is considered . 

Sources of Data: 

This report contains both primary and secondary data. The theoretical development 

of the report has done collecting information from various publications . Primary data 

are collected from the respective officers of various desk and files study. The 

secondary sources are given bellow:-

Annual report of Islami Bank Bangladesh Limited of 2000 to 2004 

Islami Bank Bangladesh Limited , Parachuting 

Periodical publication of Bangladesh Bank 

Different publication regarding various activities of Islami Bank Bangladesh Limited. 

Some articles Web site of IBBL. 

Data Analysis: 

The primary and secondary data are edited first. These data were analyzed and 

processed by different established methods and statistical tools . When I prepared 

the report I discussed with the respective personals . The necessary improvements 

and changes are done according to their opinion . I find that in respect of foreign 

exchange transaction this branch has a good image among others braches of IBBL. 

This branch applies always necessary developments, improvements and cha nges in 



Limitation of the report: 

. , 
Every thing has its limitation. Our report is not also out of weakness . For some 

certain causes, I could not effort to conduct our report properly. I have considered 

the following causes are the limitations of the study. 

Learning overall activities and performance of a bank with in 2months is really 

difficult. 

Bank has some policy for not disclosing some data and information for obvious 

reasons that could be very much essential . 

Employees are so much busy with their regular activities and can not provide enough 

time for me. 

INTRODUCTION 

Bangladesh is one of the largest Muslim countries in the world . The people of this 

country are deeply committed to Islamic way of life as enshrined in the Holy Qur'an 

and the Sunnah. Naturally, it remains a deep cry in their hearts to fashion and design 

their economic lives in accordance with the precepts of Islam. The establishment of 

Islami Bank Bangladesh Limited on March 13, 1983, is the true reflection of th is inner 

urge of its people, which started functioning with effect from March 30 , 1983. This 

Bank is the first of its kind in Southeast Asia. It is committed to conduct all banking 

and investment activities on the basis of interest-free profit-loss sharing system. In 

doing so, it has unveiled a new horizon and ushered in a new silver lining of hope 

towards materializing a long cherished dream of the people of Bangladesh fo r doing 

their banking transactions in line with what is prescribed by Islam. With the active co­

operation and participation of Islamic Development Bank (lOB) and some other 

Islamic banks, financial institutions, government bodies and eminent personal ities of 

the Middle East and the Gulf countries , Islami Bank Bangladesh Limited has by now 

earned the unique position of a leading private commercial bank in Bangladesh. 

What is Islamic Banking 

Islamic banking has been defined in a number of ways. The definition of Islamic 

bank, as approved by the General Secretariat of the Ole , is stated in the following 

manner. "An Islamic bank is a financial institution whose status , rules and 
______ -.1 . . ___ __ ._~ ___ I .. _.l._.L_ :.1. ___ ______ :.1.. _____ .1..1._ J.L- _ ___ : __ :._1 __ J: 1_1 ____ : _ f'""l- __ : _'- _ __ -.I .1._ 
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the banning of the receipt and payment 'of interest on any of its operations"(Al i & 

Sarkar 1995, pp .20-25) . Shawki Ismail Shehta viewing the concept from the 

perspective of an Islamic economy and the prospectivsHole to be played by an 

Islamic bank therein opines : "It is, therefore, natural and , indeed , imperative fo r an 

Islamic bank to incorporate in its functions and practices commercial investment and 

social activities, as an institution designed to promote the civ ilized mission of an 

Islamic economy" (Ibid). Ziauddin Ahmed says, "Islamic banking is essentially a 

normative concept and could be defined as conduct of banking in consonance with 

the ethos of the value system of Islam" (Ibid) . 

It appears from the above definitions that Islamic banking is a system of f inancia l 

intermediation that avoids receipt and payment of interest in its transactions and 

conducts its operations in a way that it helps achieve the objectives of an Islamic 

economy. Alternatively, this is a banking system whose operation is based on 

Islamic principles of transactions of which profit and loss sharing (PLS) is a major 

feature , ensuring justice and equity in the economy. That is why Islamic banks are 

often known as PLS-banks. 

Islami Bank Bangladesh Limited (lBBL) 

The first interest free Islamic Shariah based bank in Bangladesh incorporated on 13 

March 1983 as a public limited company under the Companies Act 1913. The bank 

obtained license from Bangladesh bank on 28 March 1983 and started banking 

operations on 30 March 1983 through its main branch at Dhaka , which was formally 

inaugurated later, on 12 August 1983. The bank is a joint-venture enterprise of 22 

private sponsors of Bangladesh , the government of Bangladesh , Islam ic 

Development Bank, and 13 banks and financial institutions of the oil -rich Middle 

Eastern Muslim Countries. 

IBBL started its banking operations with an authorized and paid up capital of Tk 500 

million and Tk 67.50 million respectively . The capital is divided into ordinary shares 

of Tk 1,000 each . The paid up capital of the bank was enhanced to Tk 640 million in 

2001 . Of the 79,500 ordinary shares of the bank in 1985, foreign sponsors, including 

the Islamic Development Bank (lOB), owned 56 ,000, while 23 ,500 shares were 

owned by local sponsors and the general public. investment corporation of 

bangladesh was allocated 20% of bank's issued capital , but the corporation 

subscribed shares of Tk 0.5 million only. The bank is listed with both Dhaka and 

Chittagong Stock Exchanges. 

IBBL conducts businesses on the basis of Islamic Shahriah and the modes of 
J. __ ~ ___ J. : __ : __ 1 .. -1_ 1\11 . . -1 _ _ _ '-_ 1\" .. _ 1 __ _ _ 1, _ 11 : _ _ 1' . . __ 1.-. ___ I .. . _ -' _ _ r"'L-: _ I . _J. .. 1 1\11_ 11. \ 
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Bai-Murabaha, Bai-Muajjal , and Bai-Sarai'ti . The bank also provides all other ki nds of 

commercial banking services to the customers observing the provisions of the Bank 

Company Act 1991 , Bangladesh Bank's directives and the principles of Is lam ic 
" 

Shariah . 

A 23-member board of directors oversees the aggregate business affai rs of the 

bank. The executive president is its chief executive officer, In December 2001 , the 

bank had 121 branches and a total of 3,060 employees including 145 executives . 

There is a 10-member Shariah Council for the bank to ensure the compliance of 

Islamic rules in all spheres of its banking and financial activities , IBBL has a training 

as well as a research institute in Dhaka , 

The volume of deposits of the bank in December 2000 was Tk 31 ,536.5 mil lion. 

Deposit-mix included Mudaraba savings deposits , Mudaraba special notice depos its, 

Mudaraba term deposits ranging from 6 months to 36 months , Mudaraba Hajj 

savings deposits, Mudaraba special savings (pension) deposits and Mudaraba 

savings bond of 5 and 8 years, 

The investments (lending) of the bank are partnerships , profit sharing , capital in 

affiliated projects , real estates, housing, tr:lnsport , agriculture , export-imports , trade 

and commerce and other economic activities, Such investments in December 2000 

were Tk 29 ,529 million. In addition , the bank has investments in other income 

generating assets like company shares and such investments totaled Tk 34 .15 

million . The bank lends money to its directors and executives (insider lending) under 

Shariah principles. As of December 2000 , investments (lending) of the bank in 

industrial sector covered 174 projects in garments sector, 91in textiles, and 174 in 

other industries. Total investments of the bank in the industrial sector stood at Tk 

9,849.80 million on 31 December 2000 . With the increases in the bank's investments 

(lending), the amount of non-performing classified investments had also increased 

over time. Total classified loans amounted to Tk 2,844.3 million (9 .63% of total ) in 

December 2000. Total assets of the bank excluding off-balance-sheet items were 

valued at Tk 39 ,366 .09 million on 31 Dec-.;mber 2000 , when the off-balance-sheet 

items accounted for Tk 8,914 .24 mill ion. The volume of foreign exchange business 

handled by the bank in 2000 was Tk 49 ,860 .00 million , which comprised import 

financing (Tk 25 ,327.00 million) , export servicing (Tk 16,889 .00 million ) and 

remittances (Tk 7,644 .00million). The bank has correspondent relationships with 

approximately 750 foreign banks and financial institutions. 

The bank earned net profits of Tk 330.24 million in 2000. During the same year, it 

received Tk 2,530.2 million as dividends/profits from its profit-loss sharing 

investments (lending) and it paid Tk 1,846.9 million on its deposit holdings. Total 

operating incomes of the bank in the year stood at Tk 3,207.81 million and its tota l 

operating expenditures were Tk 2,530 .54 million . 



Highlights of IBBL 

All activities of the bank are conducted on interest free system according to Islamic 

Sahriah principle. 

Investment is made through different modes as per Islami Shariah . 

Investment income of the bank is shared with the mudaraba fair rate of return on 

their deposits. 

It's aims are to introduce welfare oriented banking system and also to establish 

equity and justice in the field of all economics activities. 

It extends socio-economic and financial to individuals of economic background with 

strong commitment in rural uplift. It plays a vital role in human resources 

development and employment generation particularly for the unemployed youths. 

It's portfolio of investment and investment policy have been specially tai lored to 

active balanced growth equitable development through diversified investment 

operations particularly in the priorities sectors and in the less developed areas of the 

national economy. 

Functions 

The functions of Islami Bank Bangladesh Limited are as under: 

r To maintain all types of deposit accounts. 

,.. To make investment. 

,.. To conduct foreign exchange business . 

T To extend other banking services . 

,.. To conduct social welfare activities through Islami Bank Foundation . 

Mission 

To establish Islamic Banking through the introduction of a welfare oriented banking 

system and also ensure equity and justice in the field of all economic activities , 

achieve balanced growth and equitab le development through diversified investment 

operations particularly in the priority sectors and less development areas of the 

country. To encourage socio-economic enlistment and financial services to the low 

income community particularly in the rural areas. 



Vision 

Their vIsion IS to always strive to achieve superior fina.Qcial performance, be 

considered a leading Islamic Bank by reputation and performance. 

Our goal is to establish and maintain the modern banking techniques, to ensure the 

soundness and development of the financial system based on Islamic princip les and 

to become the strong and efficient organization with highly motivated professionals , 

working for the benefit of people, basea upon accountability, transparency and 

integrity in order to ensure the stability of financial systems. 

We will try to encourage savings in the form of direct investment. 

We will also try to encourage Investment particularly in projects which are more 

likely to lead to higher employment 

Aims and objectives 

r To conduct interest-free banking. 

r To establish participatory banking instead of banking on debtor-creditor 

relationship. 

r To invest on profit and risk sharing basis . 

:r To Clccept deposits on Mudaraba & AI-Wadeah basis . 

r To establish a welfare-oriented banking system . 

r To extend co-operation to the poor, the helpless and the low-income group for 

their economic upliftment. 

r To playa vital role in human development and employment generation. 

r To contribute towards balanced growth and development of the country 

through investment operations particularly in the less developed areas 

r To contribute in achieving the ultimate goal of Islamic economic system. 

Corporate information 

As on 31st September 2004 

Date of Incorporation 

Inauguration of 1 st Branch 

(Local office , Dhaka) 

Formal Inauguration 

Share of Capita l 
I ___ I c-'\l- _ _ _ L-_I -J __ _ 

13th March 1983 

30th March 1983 

12th August 1983 



Equity 

As per new Capital Adequacy Policy prescribed by Bangla.qesh Bank, the Central 

Bank of the country, banks are to maintain 9.47(p)% capital on its Risk-Weighted 

Assets against which present total equity of the Bank as on December 31, 2003 

stood at Taka 4807.42 mil lion , which was 8.6% of its Risk-Weighted Assets as 

against Taka 3540 .51 million as on 31st December 2002 . 

This was Taka 2,993 .24 million in 2001 ,Taka 2,671.06 million in 2000 , Taka 1,659.26 

million in 1999, Taka 1,517 .55 in 1998, Taka 1,429.86 million in 1997, Taka 1241.05 

in 1996,Taka 813.09 million in 1995,Taka 420.06 million in 1993, Taka 537.35 mil lion 

in 1994 and Taka 420.06 million in 1993 . 

Particulars 1999(Taka) 1998(Taka) 

a) Paid-u ) 320.00 Million 317.98 Million 

Capital 

b) Statuto I I 347.03 " 311 .37 " 

Reserve 

C) Investmel t 644.43m 590.93m 

Loss Off-settin J 

Reserve 

d)General 122.16m 109.55m 

Reserve 

e)Share 1.99m 

Premium 

f) Provision C 1 197.04m 165.97m 

Unclassified 

Investment 

g) Exchang ~ 26.61m 21.75m 

Equalization 

Total 1659.26m 1517.55m 



Shariah Cnuncil 

Shariah Council of the Bank is playing a vital role in guidi [lg and supervising the 

implementation and compliance of Islamic Shariah principles in all activities of the 

Bank since its very inception . The Council , which enjoys a high status in the 

structure of the Bank, consists of prominent ulema, reputed banker, renowned 

lawyer and eminent economist. 

Members of the Shariah Council meet frequently and deliberate on different issues 

confronting the Bank on Shariah matters. They also conduct Shariah inspection of 

branches regularly so as to ensure that the Shariah principles are implemented and 

complied with meticulously by the branches of the Bank. 

Chairman 

Vice Chairman 

Member Secretary 

Members of Shariah Council 

- Moulana Ubaidul Huq 

Khatib, Baitul Mukarram National Mosque 

- Mufti Sayed Ahmed 

Head Mufti , AI· Jameatus Siddiqiah Darul Ulim 

Mirpur, Dhaka 

- Prof. Dr. Abu Bakr Rafique Ahmed 

Pro- Vice Chancellor 

International Islami University 

Chittagong 

Member Additional Secretary - Principal Muhammad Serajul Islam 

Ex. Principal Madrasha-E-Mesbahul Ulum, 

Motijheel Dhaka 

Members - Moulan3 Delawar Hussain Sayedee 

Member of the Parliament 

- Moulana A. B. M. Kamaluddin Khan 

Rector, Raipur Alia Madrasha, Laxmipur 

- Muftee Shamsuddin (Zia) 

Mufti & Muhaddis, AI-Jameatullslamiah , 
n _ .£.~ __ ""1-.:.&..&. _______ _ 



- A. S. M. Fakhrul Ahsan 

Ex Deputy Governor, Bangladesh .E,3ank 

- Prof. Shah Muhammad Habibur Rahman 

Professor, Department of Economics 

University of Rajshahi 

- Advocate Mujibur Rahman 

Senior Advocate, Bangladesh Supreme Court 

- Prof. Dr. Abu Bakar Rafique Ahmed 

Pro- Vice Chancellor 

Internationallslami University 

Chittagong 

- Muhataram Abdus Shaheed Nasim 

Dhaka 

- Dr. Hafez Moulana Moinuddin 

Asst. Prof. Head of the Department 

Islamic Stadies and Dawa 

Darul Ihsan University ,Dhaka 

- Dr. Moulana A.S.M Toriqullslam 

Asst. Prof. Islamic Studies and Dawa 

Islamic University , Kustia 

The Shariah Council of Islami Bank generally consists of experts from the fol lowing 

four areas of learning:-

Fuqaha: Persons representing this group must be well versed in the Islamic thought 

and Islamic law and jurisprudence. They must view Islam as a total way of life and 

living religion . 

Banker: There must be a member who is fully conversant with banking laws and 

practices and has practical experiences in banking business includ ing foreign trade . 
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Economist: A member from this gfotJp need not necessarily be an Islamic 

economist to start with, But if he is an Islamic Economist it is proficient in modern 

economics with an in-depth study of the community, which q~bank is going to serve . 

He must have up-to-date knowledge in the development of the contemporary world . 

Lawyer: A member representing this group should be a successful pract itioner 

lawyer, He must be proficient in commercial law including company law, In 

consultation with the Fuqaha and economist members of the council , he should be 

able to draft such innovative contracts , which will have the sanction of Islamic 

principles and A banking laws of the land , 

Objectives of Shariah Council 

The functions of the council are to offer views and opinions on matters related to the 

bank frorn time to time, The council may require any paper document from the bank 

and examine the same to see whether it is according to Islamic principals. 

The Shariah council assists the Board of Directors by advising them on matters 

related to Shariah , 

The Opinion of the majority of members is taken as the opinion of the council 

provided that the said opinion is supported fJy at least three/Muftis of the council. 

The council maintains its secretariat and a well-equipped library at the Head Office of 

the Bank where it keeps proper records of all of its proceedings and decisions. 

The council elects a Chairman and a Secretary from amongst them, The Chairman 

wil normally preside over the meeting , In his absence the members present elect one 

of them to preside to preside over the meeting , The member Secretary of the council 

calls the meetings of the same as and when required in consultation with the 

Chairman , 

The council, May whenever it thinks necessary, constitutes a sub-committee to help 

the council. 

The council issues Shariah Certificate in the Annual Report of the Bank, 

Objectives of Islamic Banking 

The primary objective of establishing Islamic banks all over the world is to promote , 

foster and develop the application of Islamic principles in the business secto r. More 

specifically, the objectives of Islamic banking when viewed in the context of its role in 

the economy are listed as following: 
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To contribute towards economic devet6prnent and prosperity within the princip les of 

Islamic justice; 

Optimum allocation of scarce financial resources; and To., help ensure equitable 

distribution of income. 

These objectives are discussed below: 

Offer Financial Services: Interest-based banking , which is considered a practice 

of Riba in financial transactions, is unanimously identified as anti-Islamic_ That 

means all transactions made under conventional banking are unlawful according to 

Islamic Shariah, Thus, the emergence of Islamic banking is clearly intended to 

provide for Shariah approved financial transactions. 

Islamic Banking for Development: Islamic banking is claimed to be more 

development- oriented than its conventional counterpart. The concept of profit 

sharing is a built-in development promoter since it establishes a direct relat ionsh ip 

between the bank's return on investment and the successful operation of the 

business by the entrepreneurs , 

Optimum Allocation of Resources: Another important objectiv~ of Islamic banking 

is the optimum allocation of scarce resources , The foundation of the Islamic banking 

system is that it promotes the investment of financial resources into those projects 

that are considered to be the most profitable and beneficial to the economy, 

Islamic Banking for Equitable Distribution of Resources: Perhaps the must 

important objective of Islamic banking is to ensure equitable distribution of income 

and resources among the participating parties: the bank, the depositors and the 

entrepreneurs. 

Distinguishing features of Islamic Banking 

An Islamic bank has several distinctive features as compared to its conventional 

counterpart. Chapra (1985 , PP.154-57) has outlined six essential differences as 

below: 

Abolition of interest (Riba): Since Riba is prohibited in the Quran and interest in all 

it forms is akin to Riba, as confirmed by Fuqaha and Muslim economists with rare 



exceptions, the first Islamic bank must be that it is 

interest-free. 

Adherence to public interest: Activity of commercial banks bging primarily based on 

the use of public funds , public interest rather than individual or group interest will be 

served by Islamic commercial banks. The Islamic banks should use all deposits , 

which come from the public for serving public interest and realizing the relevant 

socio-economic goals of Islam. They should playa goal-oriented rather than merely 

a profit-maximizing role and should adjust themselves to the different needs of the 

Islamic economy. 

Multi-purpose bank: Another substantial aistinguishing feature is that Islamic banks 

will be universal or multi-purpose banks and not purely commercial banks . These 

banks are conceived to be a crossbreed of commercial and investment banks, 

investment trusts and investment -management institutions, and would offer a variety 

of services to their customers . A substantial part of their financing would be for 

specific projects or ventures . Their equity-oriented investments would not permit 

them to borrow short-term funds and lend to long-term investments. This should 

make them less crisis-prone compared to their capitalist counterparts , since they 

would have to make a greater effort to match the maturity of their liabilities with the 

maturity of their assets. 

More careful evaluation of investment demand: Another very important feature of 

an Islamic bank is its very careful attitude towards evaluation of applications for 

equity oriented financing . It is customary that conventional banks evaluate 

applications, consider collateral and avoid risk as much as possible . Thei r ma in 

concern does not go beyond ensuring the security of their principal and interest 

receipts . Since the Islamic bank has a built in mechanism of risk sharing , it would 

need to be more careful in how it evaluates financing requests. It adds a healthy 

dimension in the whole lending business and eliminates a whole range of 

undesirable lending practices. 

Work as catalyst of development: Profit-loss sharing being a disti nctive 

characteristic of an Islamic bank fosters closer relations between banks and 

entrepreneurs. It helps develop financial expertise in non-financial firms and also 

enables the bank to assume the role of technical consultant and financial adviser, 

which acts as catalyst in the process of industrialization and development. 



((~.lJ'j~, 
~ 

Operational Techniques of Islamic B~~"k:J 

SOURCES OF FUNDS 

The financial resources of the Islamic banks consist of ordinary capital resources 

comprising paid-up capital and reserves , and funds rose through borrowings from 

the central bank and other banks (inter-bank borrowing) , and issue of Islam ic 

financial instruments . The major part of their operational funds is, however, derived 

from the different categories of deposits accepted on the Islamic principles of AI­

Wadiah (safe custodianship) and Mudaraba (trust f inancing). For the sake of ease of 

understanding we call these two sources as 'Primary' and 'Secondary', These are 

discussed as under. 

PRIMARY SOURCES 

Paid-Up Capital 

Islamic banks are public limited companies incorporated under the companies Act, 

which are listed on the Stock Exchange. Individuals and institutions , local and 

foreign , have subscribed their capital. For example, the First Islamic bank of 

Bangladesh - Islami Bank Bangladesh Limited (IBBL)- is a joint ventu re of 

Bangladesh and overseas capital in the ratio of 38 :62 , Its local capital is owned by 

the Government of Bangladesh and private individuals and institutions. The overseas 

capital (62%) of the bank is owned by the ir ,stitutions and individuals as fo llows. 

i) Islamic Development Bank, Jeddah, Saudi Arabia 

ii) Kuwait Finance House, Kuwait 

iii) Bahrain Islamic Bank, Bahrain 

iv) Jordan Islamic Bank, Jordan 

v) AI-Rajh i Company for Currency Exchange and Commerce, Saudi Arabia 

vi) Dubai Islami Bank, UAE 

vii) Islamid Investment and Exchange Corporation , Qatar 

vi ii) Ministry of Awqaf and Islamic Affa irs, Kuwait 

ix) The Public Authority for Minor Affai rs, Ministry of Justice, Kuwait 

x) Public Institution for Social Security, Kuwait 

xi) Ahmed Salah Jamjoom , Saudi Arabia 

xii) Fouad Abdul Hameed AI-Khateeb , Saud i Arabia 

xiii) Islamic Banking System International holding S. A. Luxembarg 
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Similarly, joint-venture Islamic banks 0fja':.;e been established in qu ite a few other 

Islamic countries like Egypt, Sudan , SeneQal and Turkey. The Islamic Development 

Bank has also participated in the share capital (and represel1;ed in the Management 

Board) of a number of Islamic Banks set up in the OIC member countries in order to 

promote Islamic financial institutions. 

The capital resources of the Islamic banks are mobilized through the issue of shares 

for which negotiable share certificate are used . With prior permission from the 

Government, shares are issued from time to time. Laws governing the shares 

correspond to the Musharaka laws of Shariah . The holders of shares have 

management (voting) right and participate in the profit/loss of the bank. The shares 

are transferable . In the case of the IBBL, its entire capital is denominated in the local 

currency - i.e. Taka, though the foreign shareholders had to pay for their shares in 

US Dollars. 

The central bank requires the Islamic ba'lks to have and maintain capita l funds , 

unimpaired by losses or otherwise , in such proportion to such assets of the ir 

branches and offices as may be prescribed from time to time by the central bank by 

notice in writing. 

Reserves 

The central bank also requ ires that every Islamic bank shall maintain a reserve fund, 

Before any dividend is declared, an Islamic bank shall transfer to the reserve fund 

out of the net profits of each year, after due provision has been made for Zakat and 

taxation , a certain percentage of the net profits in order to build up adequate 

reserves . If the central bank is satisfied tha.j. the aggregate reserve fund of an Is lamic 

bank is adequate for its business, it may by order in writing exempt the bank from 

this requirement for a period of one year. In Bangladesh " the IBBL besides 

maintaining the statutory reserve , has built up an Investment Loss Offsetting 

Reserve (ILOR) by appropriating 10 (ten) percent of the bank's annual investment 

profits. 

Liquid Assets 

Every Islamic bank is further required to keep at all times minimum amount of liquid 

assets against its deposit liabilities expressed as certain percentage of the deposits , 

as may be prescribed from time to time by notice in writ ing by the central bank. For 

this purpose, liquid assets mean (i) casr in bank, (ii) balances with the central 

bank/other designated banks, (iii) Government Investment Certificates, and (iv) such 



//';~:~" -\ 
Ilt\\ ,\,.>;:- ".,,111 . 
. '\~~~;;P 

other assets as may be approved by tne' ''central bank. Failure to keep the min imum 

liquid assets invokes penalty for each day of deficiency. 

Borrowing From Central Bank 

To tide over temporary liquidity shortages Islamic banks, as member banks, are 

entitled to borrow from the central bank, as the lender of last resort . In such cases , 

IBBL does not pay interest like the conventional banks. Such borrowing from the 

central bank is treated as a PLS deposit with the Islamic banks and profit is paid at 

the rate payable on corresponding PLS deposit of the bank. 

Inter-Bank Borrowing 

The Islamic banks have established interest-free fund arrangements with local and 

foreign banks on the basis of reciprocity. Normally, under prior arrangement, the 

Islamic banks keep surplus funds with selected banks. When needed , these banks 

also place interest-free compensating balance with the Islamic bank. If balances are 

not equal , then periods for which funds placed are adjusted . 

SECONDARY SOURCES 

MOBILIZATION OF DEPOSITS: 

Like interest-based conventional banks , the main function of Islamic banks is to 

mobil ize savings and provide financia l support to the entrepreneurs . Yet there are 

differences in techniques applied in the process of savings mobilization and 

financing investment by the two banking systems. Depositors rece ive interest in a 

predetermined rate for their deposits made with an interest-based bank. Simi larly, 

the investors are to pay a predetermined rate of interest to the bank. The technique, 

thus , involves each and every partner in the transaction process (i. e. the depos itor , 

the investor and the bank) with the element of interest. Islamic bank, on the other 

hand, neither pays nor receives interest from any of its transactions thereby saving 

everybody from the curse of interest. 

Islam disapproves hoarding of savings and encourages its productive investment 

(Chapra 1985). It puts emphasis on savings and the productive use of savings. Thus , 

the bank assembles the small deposits and savings of individuals into a common 

pool and makes these deposits available for large investment opportunities, ensuring 

the productive use of society's savings . 

Islamic banking is a response to such exigencies . It mobilizes savings of the 

common people in line with Islamic Shariah. Techniques employed by Islamic banks 

for saving mobilization are as follows. 



AI-Wadiah Account: 

Islamic banks receive deposits in their AI-Wadiah account. This account is similar to 

the demand deposit account of interest-based banks. Conventional interest-based 

banks do not pay interest on this type of deposit account. In addition , depositors may 

withdraw all or a part of the funds deposited in this account without restriction . The 

term AI-Wadiah means deposit of money allowing somebody to cla im the funds in 

the account. The bank as trustee preserves and safe keeps the funds deposited . 

Thus , depositors feel safe keeping their money with the bank because the bank 

provides assurance of returning their money on demand. 

When an individual opens an AI-Wadiah account, he agrees to allow the bank to lend 

these funds to entrepreneurs seeking financing for their products or activities . In 

addition , the depositor understands that the bank may earn a profit from its lend ing 

activity. However, any losses incurred from this investment activity are tota lly borne 

by the bank. The depositor is not liable for any losses incurred from this lending 

activity. 

As the depositors do not take the risk of losses with AI-Wadiah accounts, they are 

not entitled to any profit from the use of their deposits by investors . On the other 

hand , the bank is entitled to all of the profits , if any, as the bank b,ears all of the risk . 

General Mudaraba Account: 

Interest-based banks receive deposits from clients in return for being paid a f ixed 

interest rate . These deposits are considered to be a loan from the deposito rs and , 

thus banks must pay a predetermined rate of interest based upon the daily average 

balance. So, under the interest-based banking system , the relationship between the 

bank and its depositors is essentially that of a debtor and creditor. In the case of 

checking deposits, depositors are provided with a checkbook. In most cases, a 

depositor may withdraw all or part of the funds on deposit at any time, In some 

instances, depending on the type of account, notice may need to be provided to the 

bank for a withdrawal of money exceeding a specified amount. 

Term Mudaraba Account: 

Interest-based banks receive different kinds of Term Deposits from the depositors. 

The deposits are generally for 3 months, 6 months , 9 months, one year, 2 years, or 3 

years , and the bank pays a stated interest rate on each of these deposits, which 

varies depending on the term. In general, the bank pays a higher rate of interest the 
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higher rate of interest is generally parer-on term deposits than on saving deposits, 

Depositors are not generally allowed to withdraw money from a term deposit until the 

term matures, Premature withdrawal may result in penalties in excess of the interest 
. ~ 

earned , resulting in a negative return , Once a time deposit matures , the deposito r 

may wish to reinvest for a new term, Term deposit arrangements under conventiona l 

banks result in a debtor-creditor relation as in the case of saving deposits , The bank 

receives deposits in exchange for a fixed rate of interest for a specific period of time, 

The depositors are not provided with checkbooks on term deposit accounts, but they 

are given term deposit certificates and as mentioned above, are paid a higher 

interest rate . 

Islamic banks also receive term deposit from their clients . The ' term deposit is, of 

course , altogether different from that of the interest-based banks, Fixed term 

deposits received by Islamic banks are called "Term Mudaraba Deposits" . Generally 

an Islamic bank receives these types of deposits for a minimum period of 3 months 

to 3 years at the maximum. The bank invests the money, and shares any profits with 

the depositor based upon a percentage agreed upon at the time of contract. 

Special Mudaraba Account 

When an Islamic bank receives a Mudaraba deposit for investment in some specific 

business , sector, or project, the deposit is called a "Special Mudaraba Deposit". In 

this case , an Islamic bank, while receiving deposits, comes to an agreement with the 

depositors that the money to be received will be invested in some specific business 

such as the fertil izer or salt business; or in some specific sector like the industrial 

sector, textile sector, export-import sector; or in some specific investment sector of 

the bank such as real estate, shipping or a special project. Profits earned from these 

types of specific projects are distributed between the bank and the Specia l 

Mudaraba depositors based a previously agreed to percentage . As before, in the 

event of a loss, the depositors share the loss in an amount proportiona l to their 

deposits in the account. 

Special Mudaraba depositors will share only in the profit and loss of those particu lar 

businesses, sectors or projects for wh ich they have deposited thei r money, They are 

not impacted by profits or losses from the other operations or projects in the genera l 

Mudaraba accounts. 

In summary, there are three types of Mudaraba accounts. First , is the General 

Mudaraba account, which does not have a specified term and is not restricted to 

being invested in specific project. In addition , deposits may be taken out of the 

General Mudaraba account on relatively short notice. A second type of account is 
J.l-_ .,.._~. __ 1\11 •• .-.1 ___ 1 __ _ __ _ .. ~ .&. 



ACCOUNTING SYSTEM AND MIS 

Is accounting a mere technical matter or is there any question of ideology or value 

judgment? In other words , is an accounting system followed by the conventional 

bank compatible to Islamic Shariah or is it necessary for Islamic banks to design 

their own accounting system? As we know Islam is a way of life where ends does not 

justify means rather both ends and means should be justified. Islam has its own 

objectives and the ways and means to achieve those objectives . Li ke al l others 

spheres of life in the banking sector Islamic scholars have developed their own 

banking system that differs from conventional banking system both in terms of 

philosophy and operational mechan ism. Undoubtedly the accounting system is a 

very technical matter but not without any principle or philosophy. So, the principles 

and philosophy of the accounting system of an interest-free bank should not be as 

that of a conventional bank. 

1. Objectives of Financial Accounting for Islamic Banks 

There are two approaches in developing objectives and concepts of fi nancia l 

accounting for Islamic banks: 

a) The first approach is to deduce such objectives and concepts from the Sha riah. In 

this way we can establish the objectives of Islamic accounting based on the 

principles of Islam and then consider these established objectives in relation to 

contemporary accounting thought. 

b)The second approach is to start with objectives established in contemporary 

accounting thought, test them against Islamic Shariah , accept those that are 

consistent with the Shariah and reject those objected by the Shariah . 

From among these two mutually exclusive alternative approaches of establishing 

objectives for Accounting and Auditing Organization for Islamic Financial Institutions 

have decided to adopt the second approach . 

Although there is a large degree of similarity between the proposed objectives for 

financial accounting for Islamic banks and those developed by Western accounti ng 

professional bodies, the former require the provision of additiona l information 

regarding the compliance of Islamic banks and financial institutions with the Shariah 

doctrines in their business transactions. Furthermore, it is proposed that financial 

accounting for Islamic banks should provide information to assist in separating 

prohibited earnings which occur advertently or inadvertently, if any, and to ve rify that 

such earnings have been utilized for charitable causes . 
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The objectives of financial accounting f6Tlslamic banks may be described as fo llows : 

a) To determine the rights and obligations of all interested .parties, including those 

rights and obligations resulting from incornplete transactions and other events, in 

accordance with the principles of the Islamic Shariah and its concepts of fairness, 

charity and compliance with Islamic business values; 

b) To contribute to the safeguarding of the Islamic bank's assets , its rights and the 

rights of others in an adequate manner; 

c) To contribute to the enhancement of the managerial and productive capabilities of 

the Islamic bank, encourage compliance with its established goals and policies and , 

above all , compliance with Islamic Shariah in all transactions and .events ; and 

d) To provide, through financial reports , useful information to users of these reports. 

to enable them to make legitimate decisions in their dealings with Islamic banks. 

2. VARIOUS CONCEPTS OF ISLAMIC ACCOUNTING 

2.1 The Accounting Unit: 

The Islamic Fiqh states that Waqf (trust foundation), mosque and Dar -al-maal 

(treasury) are units of accountability . The recent Fiqh thinkers extend the appli cation 

of this concept to companies including an Islamic bank. It requires the identifi cation 

of those economic activities that are associated with the Islamic bank and can be 

expressed as the bank's assets, liabilities, revenues , expenses, gains and losses. In 

other words there will be a separation of entity between Islamic banks and owners in 

terms of assets and liabilities as resolved by the Council of the Islamic Fiqh 

Academy. "There is no objection in Shariah to setting up a company whose liability is 

limited to its capital for that is known to the company clientele and such awareness 

on their part precludes deception." However, some activities with which the Is lamic 

bank is associated are the activities of other accounting units. 

2.2 The Going Concern: 

The Mudaraba and Musharaka contracts are for specific periods. However, these are 

assumed to continue until and unless one or all of the parties to the contract decide 

to terminate the contract. Islamic banks are based on the Mudaraba contract and 

are , therefore, assumed to continue unless there is evidence to the contrary. Wealth 
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two categories, those that are availabft§ "'f6r sale and those that are not ava ilable for 

sale. Examples of the second category of goods are equipment and bu ilding, which 

are used for longer periods implying that the entity woulq, continue in operation . 

Financial accounting assumes the continuation of such an entity as a going concern . 

This means that in preparing the entity's financial statements it is assumed that the re 

is no intention or necessity to liquidate the entity. The major implication of th is 

concept is that the Islamic bank's activities, under this assumption , are assumed to 

represent continuous streams and the task of financial accounting is to make the 

most significant measurements possible of the continuous flow of the entity activities. 

2.3 The Periodicity: 

The periodicity concept means that the life of the Islamic bank should be broken into 

reporting periods to prepare financial reports that provide interested parties with 

information or directions by which they can evaluate the performances of the 

accounting units. 

Islam assigns certain rights to money and wealth and associates those rights with 

periods of time to assure that those rights are fulfilled on a timely basis. Zakat is an 

example of this periodicity. Because, according to Islamic Shariah , Zakat is payab le 

on money and wealth after one year of its reaching the 'Nisab'. As prophet (peace be 

upon him) has said, "No Zakah on wealth until a year passes" (Daraqutni , Ba ihaqui) . 

Keeping this concept in mind it is believed that there is an obligation on Islam ic 

banks to present periodic reports reflecting their financial positions as of a given date 

and the results of their operations during a specific period so that rights and 

obligations of Islamic banks and those of interested parties could be focused. 

3.Accounting Practices: 

3.1 Cash Accounting vs Accrual Accounting: 

There are two types of accounting, namely the cash method and the accrual method. 

Conventional banks follow the accrua l method of accounting. The cash accounting 

implies that only the incomes and expenditure items that involves inflows and 

outflows of cash will be given consideration . Accrual accounting , on the other hand 

implies any income or expenditure accrueti will be accounted for accordingly. One 

example may help to understand the concept. In our country , conventional banks 

show in their income statement all the interest accrued on their total investment as 
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IS context one can easily question of whether or not it is a 

srep resentation on the part of a conventional bank to treat the interest accrued as 

ome knowing fully well that only a part of it could be realLzed in the end . Is it not 

':a i to show only the part of the interest accrued as income that could be realized? 

Islam is against any kind of misrepresentation of fact , which is called window 

ressing in modern accounting . So , Islamic jurists are in favor of cash accounting 

ather than accrual accounting . But as a matter of fact Islamic banks al l over the 

orld do not follow the same accounting system. Even one single bank practices 

both cash and accrual accounting for different purposes , which is apparently 

contradictory. Islamic banks use different profit recognition methods for the 

investment mechanisms, which they use in their application of funds . For exa mple, 

some Islamic banks recognize the profit generated from Murabaha transactions as 

soon as the deals are concluded , while other Islamic banks only recognize it either 

when the installment is due or received in r.ash or when the full amount due is paid . 

This suggests that some Islamic banks use cash accounting while others use accru al 

accounting for the same type of transaction . 

3.2 Treatment of Investment Accounts: 

The treatment of investment accounts (and fund under management) is another 

issue on which Islamic banks differ. Some banks treat these accounts as an on­

balance-sheet item. The classification of investment accounts as a liability revea ls 

the contractual relationship of these accounts with the bank. Given that these 

accounts are based on Mudaraba contracts and , hence, bear their own risk in the 

event of loss, it is incorrect to classify them as a liability. Rather, each of these 

accounts should be classified as a separat':; category by itself on the balance sheet, 

as will be explained below. 

There is no uniformity among those Islamic banks that treat investment accounts as 

an on-balance-sheet item. Some treat the returns on investment accounts as an 

expense deducted from the bank's reserves , while in other Islamic banks they are 

treated as an appropriation of income. 

3.3 Reporting of Social Services: 

Islamic banks are also divided on the manner of reporting their social services . Some 

banks issue a statement of the Qard fund (for good faith loans) and lor a statement 

of the zakah fund showing the amounts that the bank allocated to , or received from , 

the public to be spent on social services c.nd how these funds were utilized. Other 

Islamic banks disclose in their annual report a lump sum that they have allocated to 
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On the other hand , not all the accounti fi~rpolicies used by some Islamic banks in the 

preparation of their financial reports match with those advocated by generally 

accepted Western accounting principles. For example, the .• Statement of Financia l 

Accounting Standards No. 115, Accounti.lg for Certain Investment in Debt and 

Equity Securities issued by the Financial Accounting Standards Board in the USA 

(May, 1993) requires that equity securities classified as trading securities shou ld be 

reported at fair value, with unrealized gains and losses included in earnings. Islamic 

banks tend to measure f inancial assets at cost or the lower of cost or market va lue 

and ignore unrealized gains . This is because if unrealized gains are in cl uded in 

earnings, unrestricted investment accounts would be entitled to receive their share in 

these gains when earnings from mixed investments are distributed between owners 

of these accounts and shareholders. Furthermore, while financial accounting and 

reporting in the West is based mainly on accrual accounting , the accounting 

practices of some Islamic banks tend to rely mainly on a cash basis . 

4. Accounting System of Islamic Banks: 

In regard to the accounting system of the Islamic bank, it is worth pointing out that 

the articles which govern this system , as stated in the Bank's Law, are explained and 

lor detailed by the bank's Board and Management, and that these explanations are 

subject to the approval of the bank's Shariah Consultant, who must, in turn . 

elaborate the Shariah standpoint on these explanations. Some contracts from the 

bank's law are stated below: 

4.1 Profits Realized From Investments: 

a) Profits and losses relating to financing and joint investment act ivit ies shall be 

separated in the accounts from the other income and expend iture relating to other 

activities and services offered by the bank. The same applies to the income and 

expenditure of investments for specific purposes, in respect of which a separate 

account must be kept for each particular project. 

b) In regards to the profit income connected with its financing and investment 

activities, the bank may not adopt a method of accounting which takes into account 

estimated or expected profits , but it must confine itself to the profits realized In 

accordance with the nature of the operations which the bank finances , and IJl 

accordance with the following rules : 
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i) In the case of individual Mudaraba , ·tl1-~ profits shall be realized on the basis of a 

fi nal settlement of accounts carried out between the bank and the party utilizing the 

fu nds , such settlement should be based on actual receipt of.the cash and real izati on 

of the income and should be duly approved and accepted. The profits of each year 

shall be entered in the accounts of the year in which such settlement is carried out. 

whether in respect of the complete project ur a part of it. 

ii) In the case of decreasing participation , the profit or income shal l be rea lized on 

the basis of the net income derived from the project concerned until the end of the 

financial year, even if such income is not in fact received in cash , as in such event, 

the income realized shall be treated as money due but not received . 

iii ) In the case of purchasing for others on a pre-agreed profit basis , the profit shall 

be realized upon the conclusion of the subsequent contract and on the bas is of the 

difference between the actual cost and the price agreed upon with the party who 

ordered the purchase. 

iv) The various financing operations shall be charged with all the direct expenses 

and costs arising there from , and should not be charged with any part of the genera l 

overhead expenses of the bank. 

5.2 Apportionment of Joint Investments 

a) In order to replenish the special account for meeting investment risks , the bank 

shall deduct annually deducts an amount equal to 10% of the net profits realized 

from various investment operations during that year, 

b) The amounts so deducted annually are kept in a special account to meet any 

losses exceeding the tota l profits derived from investment in that year. 

c) The deduction of such percentage should be stopped as soon as the 

accumulative balance of this account reaches twice the paid-up capital of the Bank . 

5.3 Distribution of Profit Between Shareholders and Investment Account Holders 

There are two differing aspects regarding the distribution of profits and losses 

between shareholders and investment account holders of an Islamic bank: 

a) Should investment accounts share in all types of revenues and expenses of the 

bank, or 

b) Should they only participate in the revenues and expenses pertain ing to their 

investments? 

The latter expenses do not include the administrative expenses of the bank, the 
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tend to differ on the revenues and expenses that determine the return of investment 

accounts. These include, among other items, gains from foreign currency 

transactions, provisions for bad and doubtful debts and depreciation charges . . . 
4.4 Distribution of Profits between the Bank and the Investors: 

a) The Board shall announce by public notice the general percentage of profit to be 

allocated to the general funds participating in joint investments. This announcement 

is to be made at the beginning of the same financial year and not later than the end 

of the first month of each year. 

b )The bank, as joint investor, is entitled to the remaining percentage after the 

deduction of the amount allocated to the investors . The bank shal l also be ent it led to 

participate in the profits of joint investments in proportion to the amount of its own 

funds or the funds , which it is authorized to risk in joint investments. 

c)ln determining the funds participating in joint investment, priority shal l be given to 

jo int investment deposits and to the holders of Joint Muqarada bonds . The bank may 

not consider itself as a participant in financing from its own funds in excess of the 

amounts utilized in financing over the total balances of the investors. 

The bank, as a joint investor, shall bear any losses resulting from any cause fo r 

which it is legally liable, including any cases where authority is exceeded or 

insufficient care or caution is exercised by the members of the Board of Di rectors , 

the managers, employees or workers of the bank. Insufficient exercise of care fo r 

which the bank is answerable shall include any cases of fraud , a4buse of trust , 

collusion and similar forms of misconduct which fall short of the standards of honesty 

expected in the management of a joint venture operated by the bank. 

Losses incurred which are not attributab le to misconduct involving the exceed ing of 

authority or failure to exercise care or caution shall be deducted from the tota l profits 

realized for the year in which such losses are incurred . Any excess of losses over 

the profits that were actually realized during that year shall be deducted from the 

reserve account opened for covering the risks of investment. 

4.5 Final Accounts, Balance Sheet, ProHL & Loss Accounts: 

The accounts of the Bank are maintained in accordance with banking accountancy 

methods . The Final accounts shall be closed annually on the thirty-first day of 

December of every year. 

The auditors who are elected in accordance with the provisions of the Articles of 

Association audit the Annual balance Sheet and Profit-and-Loss Accounts ann ually , 

prior to their presentation to the general meeting . 
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The Investment profits are distributed-'-to investment depositors and holders of 

Muqarada bonds during the month of January of the following financial year. 

The net profits accruing to the bank which are not realized until the end of the . , 
financing year shall be apportioned as follows : 

a) 10% to the compulsory reserve account, until the balance accumulated in this 

account b8comes equal to the capital of the Bank. 

b) 5% to the remuneration of the members of the Board of Directors accounts , to be 

distributed among them in proportion to the number of meetings attended within the 

limit prescribed in the Company's Law. 

c) Any percentage the Board may deem necessary to provide a suitable reserve to 

meet the various liabilities , within a maximum limit of twenty percent of the net profits 

of that year. 

d) The balance of the profits is distributed to the shareholders in proportion to the 

number of shares which each of them holds . 

5. THE MIS SYSTEM AND THE ELECTRONIC BANKING: 

Banking services are probably the fastest growing services of the modern world. The 

industrial revolution was a milestone for the development of the banking industry. 

With the acceleration of the pace of industrialization throughout the world the 

growing need for financial intermediation was a reality. However, until World War-II 

there was no real development in this sector. After the World War was over, the 

banking industry played a vital role to rebuild the war-damaged countries . Japan , in 

particular became a unique example in this regard. The banking industry in Japan 

took the initiative to erect the modern industrialized Japan. But still no sig nificant 

innovation was found until 1960. By February 1961 , a key banking innovat ion 

occurred - the introduction of the first effective negotiable certificate of deposit (CD). 

The instrument was introduced by First National City Bank of New York (the present 

day Citicorp) . The term "Liability Management" came into the banking arena after this 

innovation , because it permitted banks to purchase funds and thereby manage their 

liabilities. Since then , numerous financial and technological innovations have been 

introduced on an ongoing basis . While the 1960s and 1970s were a time of growth in 

the banking industry, the greatest number of innovations and changes (e.g. mergers , 

consolidations and failures) occurred over the past two decades. 
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5.1 Innovations of Financial Servicesan-d Emergence of Electronic Banking: 

Technological innovation in the banking sector has been m~ifested primarily in the 

form of electronic funds transfer systen I (EFTS or EFT systems). The basic 

components of EFTS are automated teller machine (ATMs), point of sale (POS) 

terminals and the automated clearinghouse (ACHs) . Less visible than EFT, but more 

important to a bank's ability to operate efficiently is the bank's "back office 

technology" (i .e. its computer operating systems). Banking has come a long way 

from the times of barter trading. Modern banking uses threE forms of transferring 

value: physical currency, checks, and in an age of technology, electronic fund 

transfers. However, checks are by far a dominant means of payment, but that may 

change in the years ahead . 

5.2 Structures and Classification of Electronic Banking: 

The concept of electronic banking system is a computer-based technology for 

rendering banking services. Electronic banking systems can be broadly divided into 

two categories, namely back-office electronic banking and front-office electronic 

banking services. Since inception of electronic banking , it has gone through a 

comprehensive evolution process. The evolution of electronic banking , both front and 

back office systems can be grouped into three categories ; first , second and third 

generation electronic banking . 

First Generation electronic banking rendered back office services like ledger 

keeping , cash management and so called Management Information Systems. The 

front office services were cash dispensers or ATMs . 

The Second Generation of electronic banking got some extended back-office 

services like transaction, processing (off-line) , ACHs, record keeping and fund 

transfer systems. The front-office services that evolved during this phase were 

telephone bill payment, point-of-sale (POS) systems, check verification , ATMs and 

authorization . 

The present status of the electronic banking system could be termed 

The Third Generation of electronic banking . This era of electronic banking enjoys 

back office services like on-line transaction processing , centralized processing at 

country level, internet banking, and inter bank transaction processing to name a few. 

The front-office services of this era are automatic fund transfer, on-line banking , 

electronic home banking, and direct deposit, check truncation , lock box check 
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truncation, electronic fund transfer e'fectronic check representation and internet 

banking 

Banks to provide higher quality financial services to the~r customers are using .. 
information technology. 

5.4 Need for Using Modern Technology and Appliance by an Islamic Bank: 

In today's advanced society it is obvious that technology is needed to rend er better 

service to bank customers, Islamic banking is no exception , Like any other bank an 

Islamic bank can also enjoy the following advantages by introducing modern 

machines and appliances in its accounting and other systems. 

a) By introducing a modern system in accounting , Islamic banks can improve their 

customer service. In a traditional accounting system a manager has to apply a time 

consuming process, wh ich involves a number of employees to supply the required 

information to a valued customer. In contrast, the same customer could be served 

with a modern system simply with the touch of a button Cashing a check wou ld be 

an easier transaction for customers of the Lank 

b) By introducing an electronic banking system an Islamic bank can be more 

competitive . It should not be forgotten that this is the age of electronic service, In this 

context, the sooner the Islamic banks adopt modern technology , the better for the 

sustainability and development of Islamic banking as an alternative banking system. 

c) Presence of a well-designed MIS with fully electronic banking system will enrich 

the research department of Islamic banks. Research information on various banking 

operations will be much easier to generate . 

d) A well-constructed MIS will be able to provide management with updated 

information on a timelier basis, Top management will be in a position to evaluate the 

performance of the bank both at micro and macro level without depending on the 

manual systems, 

e) Electronic banking will save time for both bank management and the clients . 

Initially it may increase the transaction cost but with the passage of time the cost of 

transaction will go down . 

f)A full MIS supported by electronic banking will uphold the image of Islamic banks . 

The bank will be more attractive to the modern clients . 



LIQUIDITY 

Short Term Liquidity: The fundamental objective in maQaging a legal reserve .. 
position is to meet the minimum requirement at the lowest cost. Because vault cash 

needs are determined by customer preferences , they vary largely with the payments 

patterns of the bank's customers and local businesses. They also exhibit well­

defined seasonal patterns that are easily forecasted . When a bank needs additional 

vault cash , it simply requests a cash delivery from its Central Bank or a 

correspondent bank. It similarly ships any excess cash when appropriate . 

Long-term Liquidity: The long-term liquidity plann ing involves projecting funds 

needs over the coming year and beyond if necessary. Projections can be sepa rated 

into four categories viz., base trend , short-term , seasonal , and cyclica l va lues . The 

analysis may assess a bank's liquidity gap, measured as the difference between 

potential uses of funds and anticipated sources of funds , over monthly intervals. 

5. RISK INVOLVED IN MAKING WORKING CAPITAL INVESTMENTS 

5.1 Risk of Selecting the Right Project 

While investing in working capital the bank professionals should be ca reful in 

evaluating the projects to be financed . Before selecting a firm fo r investment the 

short-term solvency and long term solvency should be measured with appropriate 

techniques. Short-term solvency of a firm is usually measured by working capita l 

ratios while long-term solvency of a firm is measured by equity ratios . Fi rms wi th high 

debt ratios should be avoided while firms with low debt ratios in its capital structure 

should be accepted for working capital financing . 

Selection of Appropriate Entrepreneur: 

Character of an entrepreneur is an important consideration for investment in working 

capital of a firm . Character, like reputation, refers to the borrower's honesty , 

responsibility , integrity and ability to manage the business. Investment worth iness is 

a combination of financial soundness and integrity of the entrepreneu r. A capable . 

efficient and experienced , as well as honest, entrepreneur with a relative ly weak 

financial background should be preferred to a dishonest entrepreneur with a strong 

financial background . 



Mode of Investment: 

The type of financing to be used to fund a working capital r~quest should be given 

careful consideration. The investment may be made in cash or in kind . Investments 

made in kind are less risky, but most Islamic banks choose to invest with cash. Cash 

investments involve the risk of the funds being used for a different purpose than was 

given to the bank. Thus, when cash is provided , the bank needs to ensure it is used 

for the purposes intended in the request. 

Risk of Over- and under-Investment: 

The bank needs to give careful consideration to the amount of working capital being 

requested by the firm . If a firm borrows more than they actually need , the excess sits 

idle and carries with it the opportunity cost of other foregone investment 

opportunities. On the other hand, if the firm does not borrow enough , the business 

becomes unprofitable they are still unable to meet their operating needs. In either 

case, the banks anticipated return on the investment is less than it original ly 

calculated . Thus, banks must verify that the amount of financing being requested 

meets the firm's needs. 

CLASSIFICATION OF MORTGAGES: 

Floating Lien: 

All inventory of the borrowing firm is automatically brought under this mortgage. 

Goods remain in the hands of the borrower. The borrower can produce by us ing raw 

inventories and can sell finished inventory, but the proceeds of the sale should be 

paid to the lender. Any new purchase of the borrowing firm comes automatically 

under the fold of the present mortgage. 

Advantages of Floating Lien : 

The borrower can obtain more credit/investment by mortgaging allits inventory. 

The Mortgagor could sell the mortgaged goods. In other words, this type of mortgage 

does not interrupt normal business activities. 

Disadvantage of Floating Lien : 

'11.-._ 1 __ -' __ .• _ • . _11 • • _._1 •• _ •• L __ -.l _ _ 1 __ ._ .. • _ L_ t:'ol"\()! _LLl-_ . . _1 •• _ _ LLl-_ :_ .. _ ._L_ ._ . . 



Trust Receipts: 

. , 
In this case a particular item (not all inventory) is mortgaged to the bank. The lender 

takes title of the product as a lien and releases the same after full recovery of the 

loan. The borrower can sell the product but he has to pay the lender out of the sale 

proceeds. For example, suppose Progati Industries of Bangladesh has a sale 

contract for 10 vehicles with a dealer that is financed by Sonali Bank . The dealer is 

allowed to sell the cars , but the title of these cars remains with the bank. The bank 

will release the title in favor of the buyer only after rece iving the full payment on the 

loan . 

Chattel Mortgage: 

Under a chattel mortgage personal , tangible and clearly identifiable assets of the 

borrower are mortgaged . The lender holds title of the property as a lien , which is not 

released until the loan is paid in full. Generally the most valued items are chosen for 

this type of mortgage. It is customary to register the mortgage. 

GENERAL BANKING PORT-FOLIO: 

Receiving deposit: 

AL-WADIA: 

MUDARABA: 

Bank receive deposit mainly by two accounts : 

Current account is conducted under al wadia system. 

Under this arrangement client is called sahib-al-mall 

and bank is called Mudarib . Here profit distribution 

will be under agreed ratio and loss (if any) will be 

born by Shaheb-al-mall. 

Under Mudaraba mode there are many accounts such as : 

MSA- Mudaraba Saving Account 

MHSA- Mudaraba Hajj Saving account 

MSB- Mudaraba Saving Bond (5 & 8 years) 
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MTDR- Mudaraba Term Deposit Receipt 

.. 
MMPDS- Mudaraba Montllly Profit Distribution Scheme 

MMSA- Mudaraba Mohor Saving Account 

MSNA- Mudaraba Short Notice Account 

Who can open account? 

• Persons over 18(eighteen) years (except some restricted persons) 

• Club 

• Association 

• Agent 

• Government 

• Semi-Government 

• Liquidator 

• Organization 

• Minor 

• Married woman 

• pordansin woman 

• Illiterate person,etc 

Way of receiving : 

• Cash 

• Instrument 

• 

Way of payment: 

• Cash 

• Instrument 
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General banking operations are done by various sections: 

• Cash section: Functions of cash section are :- • 

• Cash receipt 

• Cash payment 

• Issuance of cheque book 

• Passing , Cancellation and payment of cheque. 

• Bills & Remittance section : Functions are :-

• Issuance of ~O , TT, PO, aBC, IBC etc. 

• Payments of ~O , TT, PO, aBC, IBC etc. 

• Cancellation of ~O , TT, PO, aBC , IBC etc . 

• Clearing and collection department: 

Clearing and collection of instr'Jments of different banks th roug h centra l 

bank or its representative . 

• Account section: 

Book keeping , maintenance of vouchers preparation of general ledger 

& clean cash book. Maintenance of sundry , suspense etc. 

• Reconciliation of IBG A/Cs : 

IBOA-Inter Branch Debit Adv ice 

IBCA-Inter Branch Credit Advice 

• Custody and maintenance: 

Custody and maintenance of AOF SS Cards , Cheque Books , 

Ledgers Statement of AICs voucher and secrecy of Accounts . 

• Locker service : 

• Volt & Maintenance of strong room : Cash & vouchers are kept 

under lock and key under joint custody. Cash is covered by 

insurance. Transaction 

auard . 

hour is guarded by armed security 



Conclusion : We can say that general banking activities of Islami bank is 

very much analogous to the other commercial banks . . ' 

Different Types of Account 

Deposit modes 

./ AI-Wadeeah Current Account 

./ Mudaraba Savings Account 

./ Mudaraba Term Deposit Receipt 

./ Mudaraba Special Notice Account 

./ Mudaraba Special Savings (Pension) Account 

./ Mudaraba Hajj Savings Account 

./ Mudaraba Savings Bond Scheme 

./ Mudaraba Foreign Currency Deposit Scheme (Savings) 

./ Mudaraba Monthly Profit Deposit Scheme 

./ Mudaraba Muhor Savings Deposit Scheme 

AI-Wadeeah:( Current Account) 

Rules for opening 

The deposit is accepted in the AWCA under AI-wadeah principle of Islamic Shariah . 

The deposited money is invested along with other deposits by the Bank accord ing to 

Islamic Shariah . Here, the customer does not have any share in the profit The 

transaction can be made more than once during the banking hour. 
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The account can only be opened witll""-'the introduction of any acceptable client! 

current account holder of the Bank. In order to open AI-wadeah Current Account, a 

minimum amount of Tk.500/= is to be deposited and the .• minimum balance with 

minimum amount of Govt. tax is to be maintained in the account. The Bank reser'/es 

the authority to return cheque, if otherwise. 

Withdrawal may be made through the cheques supplied by the Bank. In that case all 

articles of Negotiable Instrument Act are applied . 

Incidental charge @ Tk.50.00 half yearly basis is deducted from the account where 

minimum balance is not maintained . Closing charge @Tk.50 .00 will be realized whi le 

closing the account 

For the first cheque book, the customer has to apply in a specified form (F -6) and 

then for new cheque book the customer shall have to apply through the requisition 

slip supplied with the previous cheque book. 

The customer has to count the pages of the cheque book at the time of receiv ing the 

same. The book should be maintained safely so that no cheque may be misused or 

stolen or destroyed. The Bank will not be responsible for any forgery if occu rred by 

the stolen cheque (s) . 

The account holder shall have to use the specimen signature put in the Bank while 

withdraw money and in case of other correspondence with the Bank . In order to 

change the specimen signature put earlier the operator shall have to apply in writing 

before well in time. 

The bank usually allots separate A/c . Nos. to different A/c. holders. The depositors 

have to mention name and No. of the account while fill-up the deposit slips for 

depositing the cash/cheque and obtain receipt duly signed by the authorized bank 

officials . The cheque to be deposited should be marked 'Crossed ' i.e. A/c. Payee/ & 

co. etc. in the proper place of the cheque. If the deposited cheque(s) etc , is/are 

returned unpaid to the bank, charge/commission will be realized as per norms , 

The Bank records the instruction of 'Stop Payment' with care , But the Bank wil l not 

be held responsible if any fraudulent withdrawal is/are made through stopped 

cheque (s). 

The Bank supplies statement of account every month . 

The bank has right to deduct any account to realize necessary expenditure/postal 

charge. Moreover, any tax imposed by the Govt. will be deducted from the account. 
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In case of death of the account holdet';clhe nominee's) has to submit the following 

papers/documents in support of his/their nomination to receive the balance of the 

concerned account: 

a) Death Certificate regarding death of the account holder. 

b) Certificate from 2 (two) valued clients of the Bank or 2 (two) officers of the 

Bank or the ChairmanlWard Commissioner of the Union Parishad/Municipality 

in support of the identification of the nominee's). 

c) Attested Passport size photographs o~ the nominee's). 

d) Indemnity Bond (C.F.-12) duly executed by the nominee's) under sureties of 

2 (two) valued clients each good for the amount and acceptable to the Bank. 

Mudaraba Savings Account 

., Mudaraba Term Deposit Receipt 

., Mudaraba Special Notice Account 

., Mudaraba Special Savings (Pensiun) Scheme 

lslami Bank Bangladesh Limited , in keeping with its welfare-oriented ideals based on 

Shariah Principles, has developed a deposit pension scheme named "Mudaraba 

Special Savings (Pension) Scheme" , in order to mobilize and encourage the midd le 

and lower middle class professional and service holders to save as per thei r capacity 

for their old age when they will normally retire from their active service li fe who 

otherwise do not like to keep and invest their savings and funds in interest bearing 

deposit pension schemes . Due to lack of or limited scope for savings and investment 

in non-interest bearing schemes, most of these individuals either consume thei r 

savings/funds or spend the same in unproductive expenditures. Thus a substantia l 

amount of Savings/funds remain out of the production cycle. 

The savings/funds of these people can playa vital role in capital formation and as a 

source of invisible fund for generation of income and increase of wealth of the 

individuals and of the nation . The scheme developed by Islami Bank Bangladesh 

Ltd . has already been accepted cordially by the lower and middle income group of 
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and funds for deployment in income'-''"{~fnd employment generating activities and 

business. In view of the above the Bank has introduced "Mudaraba Special Savings 

(Pension) Scheme". 

Amount of deposit installments: 

Accounts under this scheme may be oper.ad for monthly deposits of Tk. 100/-, Tk. 

200/-, Tk. 300/-, Tk. 400/-, Tk. 500/-, Tk. 1000/-, Tk. 1500/-, Tk. 2500/- and Tk. 

5000/- only. The deposit will be received on Mudaraba Principle. 

Opening of Account 

Any citizen of Bangladesh of eighteen years or above with sound mind may open 

account in his name under this scheme by application in Bank's printed appl ication 

form designed for this purpose. 

The applicant shall have to be introduced by a benefice account holder of the Branch 

where he intends to open account or any client of any Branch of IBBL or any 

respectable person known to the Bank a.ld shall have to give two passport size 

photographs at the time of opening the account. 

This account can be opened in the name of minor by his/her father/mother/legal 

guardian giving necessary instruction for the operation of the account. 

Account may be transferred from one branch to another branch of the Bank at the 

written request of the account holder. 

Separate account number shall be allotted for each account. 

At the time of Opening of the account the client has to give his specimen signature in 

a separate card. 

Account may be also opened by thumb impression in case of illiterate person . In 

such a case the introducer has to submit a suitable declaration to the effect in a form 

prescribed for this purpose . 

No cheque book shall be issued against thi0 account. 

Deposit of installment: 

Under this scheme the depositor has to deposit fixed installment at the rate of his 

choice from the options as mentioned above (i.e. Tk. 100, Tk. 200, Tk. 300, Tk. 400 , 

Tk. 500, Tk. 1000, Tk. 1500, Tk. 2500 and Tk. 5000) each month regularly. 
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Installment must be deposited within 6ln·~to 25th of each month . If the 25th of any 

month is a Govt. holiday then installment may be deposited on following working 

day. . , 
Installment may be also deposited by cheque. In such case proceeds aga inst the 

cheque must be collected within the 10th day of the month . If the cheque is 

dishonored then the cheque shall be returned to the depositor observing due 

formalities and the installment shall be treated as overdue . 

Advance Installments may be allowed to be deposited with proper arrangement 

between the Bank and the client in th is regard. 

Profit Sharing and Weight age: 

The Mudaraba Special Savings (Pension) Scheme account holders shall share 

income derived from investment i.e., income from the use of the Mudaraba funds in 

economic activities permitted by Islamic Shariah . This includes profit , dividend , 

capital gains, rent and any other income derived from investment. 

The account holders under this scheme along with other Mudaraba depositors shall 

get minimum 65% of the income derived from the deployment of Mudaraba Fund in 

the investment during any accounting year according to their proportion in the total 

investment on daily product basis applying the following weight age: 

05 years Mudaraba Special Savings (Pension) Scheme: 1.10 

10 years Mudaraba Special Savings (Pension) Scheme: 1.30 

Benefits of full weight age with yearly cumulating of profit shall become payable if 

withdrawll on maturity. No profit shall accrue if the account is closed within one 

year. In cases of premature withdrawa l after one year profit shall be payab le at the 

rate applicable for Mudaraba Savings Deposit. In case of 10 year term MSS Account 

encased after 5 years but before 10 years, profit shall be payable at the rate 

applicable to 5 year term MSS Accou nt for 5 (five) years and at the rate of Mudaraba 

Savings deposit for the subsequent period . 



Payment of Pension: 

The pension is payable at the maturity of the term for which the account is opened . ~ 
either in lump sum or on monthly basis at a fixed amount as per written option of the 

depositor. The depositor may change his/her option in writing during the currency of 

the term . In case of option for receiving monthly pension the depositor shall get profit 

at the rate payable to Mudaraba Savings Deposits after the maturity of the account 

and pension will be paid until such time there remains sufficient balance in the 

account. 

Pension amount shall be paid to the account holder as per contract and in case of 

his/her death to his/her nominee as per instruction given. In case of payments to the 

nominee/ nominees rules described below shall be applicable. 

The lump sum amount of pension payable at the end of a particular term may vary 

due to variable rate of profit given on the yearly deposit. This will mean that the 

pension amount may ultimately vary and may be more-or-Iess than the figure 

mentioned in the table. If the actual amount payable becomes more than the amount 

shown in the table , the account holder or beneficiary will get a higher amount and 

contrarily if the actual amount payable ultimately becomes less than the amount 

shown in the table, the beneficiary will get less amount than what is shown in the 

table . 

Nomination: 

The depositor may nominate one or more persons as his nominee of the account. In 

case of more than one nominee, he should fix their respective share in the 

nomination . 

Minors also may be named as nominee. In such a case he may also give written 

instruction as to who is to receive the amount in the event of his death before the 

attaining of maturity of the nominee (s) . Otherwise payment will be made to the lega l 

guardian approved by the court. 

The depositor may at any time nominate a new nominee canceling the previous 

nominee in writing . 

In the event of the death of the nominee during the lifetime of the depositor and 

before the withdrawal of the balance of the account, the nomination shall be treated 

cancelled . 

The nominee (s) shall be entitled to receive the money of the account accord ing to 

apportionment only after the death of the depositor. In such case there sha ll be no 
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The nominee has to submit the under -iYl'entioned papers to receive the ba lance of 

the account: 

Application of the nominee /nominees/nominated guardian . . ' 

Death Certificate regarding the deceased depositor. 

Identification Certificate in favor of the nominee, nominees by two valued account 

holders or two officers of the Bank or from the Chairman or Commissioner of local 

Municipality. 

Duly attested Passport - size photograph of the nominee/nominees or nominated 

guardian. 

Indemnity bond jointly executed by the nominee/nominees/nominated guardian along 

with two valued clients of the branch . 

Pre-mature closing of account: 

The client may, at anytime close the account by written application . In such cases a 

charge of Tk. 25/- shall be recoverable for each account closed and the fo llowi ng 

terms shall be applicable: 

If the account is closed within 1 (one) year of the opening , the client shall rece ive only 

the principal amount of deposit. 

In case of 5(five) year term account if the account is closed after 1 (one) year but 

before maturity of the term the depositor shall be entitled to the principa l amount 

along with profit at the rate applicable for Mudaraba Savings Deposit. 

In case of 10(ten) year term accou nt, if it is closed after 5(five) years but before 

maturity of the term the depositor shall be entitled to the principal amount along with 

profit at the rate applicable to 5(five) year term MSS account for 5(five) years and at 

the rate of Mudaraba Savings deposit for the subsequent period. 

Special Facilities for the holder of MSS Account 

National Board of Revenue (NBR) may be approached for exemption of excise duty 

and tax on the profits earned in the account and to treat the deposit under the 

scheme as investment allowance as provided under income tax rules since similar 

schemes of NCB's enjoy such exemptions. 



Mudaraba Hajj Saving Scheme 

Hajj is one of the fundamental worship (Ibadah) of Islam. However, because of the 

prevailing socio-economic situation in the country, the peopik interested to perform 

Hajj cannot arrange the required amount of money at a time to perform Hajj. The 

desire of many to perform Hajj is thus never fulfilled . Over twenty five thousand 

devoted Muslims from Bangladesh perform holy Hajj every year. Financial solvency 

and physical fitness are the pre-requisites of performing Hajj . The majority of the 

people, however, reach the fag end of their life in arranging the required amount of 

money for Hajj. Islami Bank Bangladesh Limited has, therefore , introduced "Hajj 

Savings Scheme" so that persons eager to perform holy Hajj may build-up savings 

through 'Mudaraba Hajj Savings Account'. 

Salient Features 

Mudaraba Hajj Savings Account can be opened in the name of the individual only. 

Deposits in this account are received on the basis of Mudaraba principle of Islamic 

Shariah. 

No photography is required to open this account. 

The Bank issues pass-book against this account. After the deposit of each 

instalment, the depositor must ensure that such deposit is recorded in the pass­

book. If the pass-book is lost, the Bank shall charge Taka 10/- for issuance of new 

pass-book. 

The account holder must immediately communicate to the Bank of any change of the 

address. 

Persons eager to perform Hajj within the period of one to twenty five yea rs may 

build-up savings to perform Hajj by depositing monthly instalment. 

The under mentioned chart indicates the year-wise monthly installments of persons 

intend to perform Hajj in 2001 , 2002 and 2003 . The monthly instalment shall be 

applicable on the basis of opening year of the account. 



2004 

Monthly Installment " } 

25 205 210 215 
24 220 225 230 
23 240 245 250 
22 260 265 270 
21 280 285 295 
20 305 310 315 
19 330 335 345 
18 355 365 375 
17 385 395 410 
16 420 435 445 
15 460 475 490 
14 505 520 535 
13 555 570 590 
12 610 630 650 
11 680 700 725 
10 760 785 810 
9 855 885 920 
8 975 1010 1050 
7 1125 1170 1210 
6 1325 1375 1430 
5 1600 1665 1730 
4 2000 2100 2175 

3 2675 2800 2920 
2 4000 4200 4400 
1 7950 8350 8750 

Profit shall be disbursed over the deposit on the basis of daily balance by giving 1.10 

weight age, which is more than that of 3 year term deposit. 

If any depositor intends to perform Hajj before the maturity of deposit, then he can do 

so by depositing the balance amount fixed for the year along with his savings in the 

Mudaraba Hajj Savings Account. 

If any depositor, for some reasons , is unable to perform Hajj and wants to withdraw 

the deposited money, he shall get profit over the deposit at the rate of profit 

applicable for Mudaraba Savings Account. 

Mudaraba Hajj Savings Account can be transferred from one Branch to another upon 
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Money can not be withdrawn from MLid§craba Hajj Savings Account and as such no 

cheque-book is issued . 

In a year there shall be 12 installments, 60 installment~ in 5 years and 300 

installments in 25 years . 

Mudaraba Savings Bond Scheme 

Savings play an important role in capital formation , income-generation and creation 

of employment opportunities and contribute towards the increase in wealth of the 

individual and nation through profitable investment. 

The people generally try to save a portion of their income with a view to protecting 

themselves from future financial hardship and also to enhance their earnings for the ir 

own benefit and the benefit of their family and the nation as a whole . Bangladesh i 

wage earners living abroad and the retired service holders desire to invest their 

earnings and retirement benefits in safe and profitable investment schemes . Many a 

people, however, cannot deploy their fund in business for various reasons. The 

people of Bangladesh are deeply religious and committed to Islamic way of li fe and 

determined to conduct their economic ac~ivities in accordance with the tenets of 

Islamic Shariah . Naturally they want to avoid interest in transaction and business 

which is forbidden by Islam. 

Islam encourages savings, which is the prerequisite for any sustainable economic 

development. The saying of Holy Prophet (PBUH) is that poverty leads to unbel ief 

and therefore , people have been encouraged to save a portion of their earn ings to 

protect them from future financial setback. Islam emphasizes in the cycling of surplus 

capital by investing such funds in productive economic activities that will pave the 

way for employment, development and progress. 

The people of Bangladesh reluctantly invest in interest bearing schemes. The 

religious Muslims, however, avoid such in·/estments and the idle funds are mostly 

being consumed to meet the avoidable family demands. Thus the major port ion of 

savings remain out of the production process . Islami Bank Bangladesh Limited, has 

therefore , introduced the savings deposit accounts viz. Mudaraba Savings Accou nt, 

Mudaraba Term Deposit Account, Mudaraba Hajj Savings Account, Mudaraba 

Special Notice Account and Mudaraba Special Savings (Pension) Scheme as per 

Islamic Shariah. Mudarabah Special Savings (Pension) Account has also been 

introduced recently . Islami Bank Bangladesh Limited , being encouraged by the 

success of the Mudaraba deposit accounts has, therefore, introduced yet another 

savings scheme namely "Mudaraba Savings Bond Scheme". 



Objectives: 

y To offer investment opportunity to the people and institutions who do not like 

to keep their savings and funds in interest bearing deposit accounts or invest 

in interest bearing schemes. 

y To facilitate deposit and investment of funds of the wage earners and 

retirement benefits of the service holders . 

.., To encourage savings by offering a safe and profitable investment outlet 

through sharing of a portion of the profit out of investment of their deposited 

money as per Islamic Shariah. 

Eligibility: 

Person(s) aged 18 years and above shall be eligible to purchase Mudaraba Savings 

Bond(s) in single name or in joint names. 

Educational Institutions, Clubs, Associations and other non-trading and non-profit 

Socio-economic Institutions shall also be eligible to purchase Bond(s) in the name of 

the Institutions. 

Guardian(s) shall be allowed to purchase Bond(s) jointly with a minor mentioning the 

age of the minor. Payment against such Bond(s) shall be made on the basis of joint 

signature after the minor attains majority. 

Father/Mother/Legal Guardian shall be eligible to purchase these Bonds on behalf of 

one or two minors mentioning the name and age of the minor(s) and also instructions 

regarding payment encashment. 

Denomination 

Mudaraba Savings Bond shall be available in Tk. 1,000.00, Tk. 5,000.00, Tk. 

10,000.00, Tk. 25,000.00, Tk. 50,000.00, Tk. 1,00,000.00, Tk. 5,00 ,000.00 and Tk. 

10,00,000.00 denominations. 

Purchase Ceiling 

Purchase ceiling of Mudaraba Savings Bond is minimum Tk. 1,000.00 . Any amount 

of Bonds can be purchased subject to availability. 
1"""\ •• __ 1.- ___ n __ __ -l .. __ 



Eligible purchaser(s) shal l be entitled to purchase Mudaraba Savings Bonds in single 

or in joint names or in the name of Institutions from the Br~nch of the Bank The 

purchaser(s) shall have to apply in prescribed form of the Bank and 

Bank. The purchaser(s) shall have to apply in prescribed form of the Bank and fulfil l 

the terms and cond itions in this respect. 

Period of Maturity: 

• 5 (five) years 

• 8 (eight) years. 

Profit Sharing & Weight age: 

The Bondholders shall share income derived from investment i.e. income from the 

use of the funds in economic activities permitted by Islamic Shariah . This includes 

profit , dividend , capital gains, rent and any other income derived from investment. 

Bondholders shall get minimum 65% of the income derived from the deployment of 

Mudaraba fund in the investment during any accounting year according to thei r 

proportion in the total investment applying the following weight ages: 

Type of Bonds 

Weight age 

8 years Mudaraba Savings Bond 1.25 

5 years Mudaraba Savings Bond 1.10 

Benefits of full weight age shall be given if enchased on maturity. In cases of 

premature encashment weight age shall be relatively lower as below: 



Weight age 

5 years Bond 8 years 

Bond 

Encashment within 01 year 00.00 00.00 

Encashment after 02 years but within 03 years 00.85 00.85 

Encashment after 03 years but within 04 years 00.90 00.90 

Encashment after 04 years but within 05 years 1.00 1.00 

Encashment after 05 years but within 06 years 1.10 1.10 

Encashment after 06 years but within 07 years 1.15 

Encashment after 07 years but within 08 years 1.20 

Encashment after 08 years 1.25 
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For encashment of Mudaraba Savings 'ffdlids , the Bondholder(s)or their nominee(s) 

[in case of death of the purchaser(s)] shall have to present the Bond(s) and the 

related papers in original duly discharged as per rules, to tQe Branch of the Bank 
" 

where from the Bonds were purchased . The concerned Branch shall ve ri fy the 

signatures and other particulars and if found in order, then make payment wi th profit 

to be calculated on the basis of period covered at the time of encashment. 

Other Benefits: 

Mudaraba Savings Bonds can be purchased in single name or joint names and there 

shall be provisions for nominating nominee(s) . 

Photographs shall not be required with application for purchase of the Bonds. 

Mudaraba Savings Bond shall be acceptable as security. 

If original Bonds are lost or damaged due to theft , fire etc. there shall be 

arrangement for issuance of duplicate Bonds after due verification. 

Mudaraba Savings Bond holders along with other Mudaraba depositors shal l get 

preference in the matter of investment of their deposits over the Bank's equity and 

other cost free funds . 

Income derived from the investments during the accounting year shall at first be 

allocated to the Mudaraba deposits and cost free funds (including Bank's equity) 

according to their proportion in the total investment as per principles of distribution of 

profit to Mudaraba depositors. 

Other Terms & Conditions: 

Mudaraba Savings Bond holders shall not share any income derived from different 

services of the Bank where the use of fund is not involved . Simila rly , the 

Bondholders shall also not share any income derived from the investment of Bank's 

equity and cost-free fund. 

Profits of any accounting year shall be declared after certifying the accounts of the 

Bank by the auditors appointed by the shareholders in the Annual General Meeting . 

I the Bonds are encased before finalization of the annual accounts of the Bank. 

rofits shall be paid on the basis of provisional rate. Afterwards if it is found on 

"inalization of accounts that the profits arp more or less than the provisional rate , 

either the Bank nor the concerned depositors shall have any claim . 
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-~ No profit shall be paid if any Mudaral::5a -Savings Bond is encased before exp iry of 

one year. If any Bond is encashed after one year but before the maturity date , profit 

shall be paid at reduced rates applicable to the period cover~d . . , 
No profit shall be paid for the period after maturity of the Bond , if not encashed on 

maturity. 

Mudaraba Foreign Currency Deposit (Savings) Scheme: 

Islami Bank Bangladesh Limited has introduced a new deposit product titled 

'Mudaraba Foreign Currency Deposit Scheme (Savings)' under Mudaraba principle 

and endeavoring to invest the foreign currency funds in profitable way th rough its 

Foreign Correspondent Banks under Shariah Principle so as to enable the Bank to 

pay profit to its FC/PFC depositors, who will intend to open/maintain Mudaraba 

Foreign Currency Deposit (MFCD) Account particularly in US Dollar. This Scheme 

offers investment opportunities to wage earners and other private Foreign Currency 

Account holders who do not like to keep their funds in interest bea ring deposit 

accounts or invest in interest bearing sch 3mes. To encourage savings in Foreign 

Currency by offering a safe and profitable opportunity to the savers/investors by way 

of sharing a portion of the profit out of the investment of their funds as per principles 

of Shariah and to extend the Banks Deposit Scheme for mobilizations of remittance 

of Bangladeshi expatriates to increase the opportunity for their income generation 

and increase in the wealth of individuals and of the nation through profitable 

investment as per Shariah principles are the special features of the Scheme. 

Eligibility of the Persons/Firms for opening MFCD A/c(s): 

Bangladeshi nationals residing , working and earning abroad . 

Foreign nationals residing in Bangladesh ~. nd also Foreign Firms registered abroad 

and operating in Bangladesh . 

Foreign missions and their expatriate employees. 

Opening of the Account: 

(Currency, Type and withdrawal) 

Account may be opened in US Dollar, Pound Sterling or other eligible currencies at 

the option of the account-holder (However, at the moment Deposit in such account 

will be accepted only in US. Dollar) . 
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Types of account will be "Mudaraba Fl:5rEHgn Currency Deposit Account". 

Payment of Profit 

Initial Deposit must be USD=1000/- .. 
In case the balance falls below USD=1 000/-, no profit will be paid , 

Withdrawal is allowable twice in a month and each withdrawal must not exceed % of 

the credit balance, Withdrawal exceeding the said limit will require 7 days notice 

Balance will carry profit only if it remains for one month or above. 

Profit will be on average monthly balance. 

Is lami Bank Bangladesh Limited will try to invest such funds profitably in Foreign 

Investment as per Islami Shariah through their Foreign Correspondent Banks. 

Minimum 65% of the gross investment income derived from Mudaraba Foreign 

Currency Deposit (MFCD) funds shall be distributed to these account-holders on half 

yearly basis . 

If there wil! be no availab le opportunity for Foreign Investment as per Shariah, Profit 

will not be given to the account holders . 

Procedure/Requirement for opening of MFCD A/c: 

Foreign Currency (Current) Account may be opened with any Authorized Dealer 

(AD) Branch of the Bank. But for availing the facility of profit, the MFCD Account 

should be maintained with under-mentioned A/D branches of the Bank. 

Service contract/selection letter/Appointment letterNISA and other relevant papers 

regarding occupation . 

Mudaraba Monthly Profit Deposit Scheme 

There is a substantial demand of monthly profit paying long term deposit schemes 

among the retired service holders and wage earners residing abroad who want to 

help their dependants and relatives by contributing a certain amount of money on 

monthly basis from the profits of their one-time deposit with the bank. Aga in there 

are persons who want to meet the day to day expenses of their fam ilies out of the 

monthly profits that may be received on their long-term deposits . Trusts and 
1_ . . _.-1_.1. : ___ ... L-_ -1 __ : __ J.. _ _ LL _ _ ._. __ ._J.I_I . . __ I __ I ___ L-:. __ . _ _ 1 _.&.: . __ ._-1_ J. _ J. I __ _ J. . . _l_._ J. _ 
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from the monthly generated profits of their funds deposited on long term basis with 

banks and parents who want to bear the educational expenses of children from the 

monthly profits of their savings are also very much interested for such a month ly . , 
profit paying deposit scheme. 

Islami Bank Bangladesh Limited , as a pioneer of welfare banking , is receiving 

demands from the vast majority of our clientele and many other Shariah ab iding 

people for introduction of attractive monthly profit based deposit schemes on the 

basis of Islamic Shariah so as to encourage them to meet their above needs out of 

the earnings of their deposits. 

Considering the above aspects and proSP2cts Islami Bank Bangladesh limited has 

launched a new deposit product under the name and style "Mudaraba Monthly Profit 

Deposit Scheme" in accordance with the principles of Islamic Shariah. 

Term: 

The Deposit shall be for a period of 5(five) years. The amount IS refundable on 

maturity as per Mudaraba principle. 

Ceiling of Deposit: 

Under this Scheme Deposits shall be received on Mudaraba principles in the 

amounts of Tk.100, 000/- and multiples thereof. Specially designed Monthly 

Mudaraba Profit Deposit Receipt will be issued there-against. 

Payment of Profit: 

The deposits shall receive estimated monthly profit out of the share of investment 

income calculated on the basis of the weight age determined for such deposits and 

to be adjusted on completion of each accounting year and declaration of final rate of 

profit. 

Opening of Account: 

Any bonafide adult citizen of Bangladesh with sound mind may open this account in 
L:_/L _ _ ~ _. ___ _ _ :._ ... 1 __ . __ . __ _ _ L I_ : _/I _ _ .~ _1_ . __ ._-1_ ._"'_ :. __ ._ . . _ L ... 1 __ n __ . __ I __ _ _ .L. .i. 1 __ 
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Bank by application in Bank's printed-Account Opening Form designed for this 

purpose. The depositor will be issued a specially designed Receipt for the deposit 

under the Scheme in the same manner as is issued in case,of MTDR. This receipt 

shall not be transferable . 

The depositor shall have to maintain a separate Mudaraba Savings/AI-Wadeeah 

Current Account at the concerned branch where the monthly profits on his deposit 

shall be credited as per his written request. No separate introducer and photograph 

shall be required to open account under the scheme. 

Profit Sharing & Weight age: 

The depositor of Mudaraba Monthly Profit Deposit Scheme shall share income 

derived from investment i.e. income from the use of the funds in economic activities 

permitted by Islamic Shariah . This includes profit , dividend , capital gains , rent and 

any other income derived from investment. 

The depositor under this scheme along with other Mudaraba depositors shall get the 

share of minimum 65% of the income derived from the deployment of all Categories 

of Mudaraba Fund in the investment during any accounting year according to their 

proportion applying the weight age of 1.05. 

Benefits of full weight age shall become payable if withdrawn on maturity. In case of 

premature withdrawal before 1 (one) year, no profit shall be payable. 

In case of pre-mature withdrawal after 1 (one) year profit shall be payable at the rate 

applicable for Mudaraba Savings Deposit. In such cases excess monthly profits so 

far paid shall be adjusted. 

Estimated profit calculated on the basis of weight age fixed for deposits under this 

scheme shall be payable on monthly basis . 

The payment of monthly profit shall start from the subsequent month after a clear 

minimum gap of 30(thirty) days from the date of deposit. The monthly profit shall be 

credited each month to a separate Mudara:,a Savings/AI-Wadeeah Current Account 

of the depositor to be opened at the concerned branch for this purpose if not 

maintained earlier. 



Pre-mature encashment: 

Normally, the deposit will not be encashable before 5(five) years. But if any depositor 
·1 

intends to withdraw his deposit before maturity due to certain unavoidable reason s. 

he would be allowed to do so, on the basis of written application. 

Nomination: 

The depositor may nominate one or more persons as his nominee of the account. In 

case of more than one nominee, he should fix their respective share in the 

nomination. 

Minors may also be named as nominee. In such a case he may also give written 

instruction as to who is to receive the amount in the event of his death before the 

attaining of maturity of the nominee(s). Otherwise payment will be made to the legal 

guardian approved by the court. 

The depositor may at any time nominate a new nominee canceling the previous 

nominee in writing. 

In the event of the death of the nominee during the life time of the depositor and 

before the withdrawal of the balance of the account, the nomination shall be treated 

cancelled . 

The nominee(s) shall be entitled to receive the money of the account accord ing to 

apportionment only after the death of the depositor. In such case there sha ll be no 

need for Succession Certificate and the matter shall be settled at the branch level. 

The nominee (s) shall be responsible to distribute the portion of other heirs , if any, as 

per rule of Islamic Shariah . 

Special Benefits: 

Mudaraba Monthly Profit Deposit Account may be opened in single name or in joint 

name and there will be provision for nominating nominee(s). 

Separate photographs will not be needed to apply for opening this account. 

Monthly Mudaraba Profit Deposit receipts will be acceptable as security . 
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Deposit acco'u'lt holders along with other Mudaraba 

depositors shall get preference in the matter of investment of their deposits over the 

Bank Equity and other cost-free funds . 

Gross investment income derived from deployment of mudaraba fund during the 

accounting year, will at first be allocated to the Mudaraba depositors according to 

their proportion in the total investment as per principle of distribution of profit to 

Mudaraba Depositors. 

Other Terms & Conditions: 

Deposits under Mudaraba Monthly Profit C'eposit Scheme shall be accepted strictly 

on Mudaraba principles of Islamic Shariah and accordingly the deposits so received 

shall also be invested as per Shariah principles . 

The depositors must preserve the Receipts properly and carefully. In case of loss or 

damage of the Receipts, the depositor must inform the Bank immediately fo r taking 

necessary precautions. Duplicate receipt may be issued after observing necessary 

formalities in that regard as per Bank's existing rules . 

Profits of any accounting year will be declared after certifying the Accounts of the 

Bank by the auditors appointed by the shareholders in the Annual Genera l Meeting . 

If the deposit is withdrawn on maturity of the account but before finalisation of the 

Annual accounts of the Bank, profit will be paid as per provisional rates . However, on 

declaratior. of final rates of profit for that year, the difference amount between the 

provisional and final rates, if any payable , will be allowed to the account ho lder on 

submission of written claim there against. 

Profits will be calculated on the basis of weightage pertaining to the pa rticula r 

deposit. 

The Bank reserves the right to change , amend , modify or cancel any rules, terms 

and conditions and the client shall have to abide by the same. 

Mudaraba Muhor Savings Deposit Scheme 

Savings play an important role in capital formation , income-generation and creation 

of employment opportunities and contribute towards the increase in wealth of the 
: _-..1: .. : .-1 .. _1 ____ I ___ L : _ ._ .1.l- _ _ .. ~l- ____ L:L_I_ I _ :_ .. _ _ .1.. ____ L "-'- _ __ __ ._1 _ _ _ __ _ ___ 11 .. .1. ._ •• J.. ___ •• _ 
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a portion of their income with a view t'6--protecting themselves from future financ ia l 

hardship and also to enhance their earnings for their own benefit and the benefit of 

their family and the nation as a whole . 

The people of Bangladesh are deeply religious and committed to Islamic way of life 

and determined to conduct their economic activities in accordance with the tenets of 

Islamic Shariah . Islami Bank Bangladesh Limited , has therefore , introduced the 

savings deposit accounts viz. Mudaraba Savings Account, Mudaraba Term Deposit 

Account, Mudaraba Hajj Savings Account, Mudaraba Savings Bond , Mudaraba 

Special Savings (Pension) Scheme Mudaraba Monthly Profit Deposit Account, 

Mudaraba Foreign Currency Deposit (Savings) Account, Mudaraba Specia l Notice 

Account and Mudaraba Special Notice Account as per Islamic Shariah . 

Mudaraba Muhor Savings Scheme. 

Muhor is wealth , which a husband is to pay his wife , upon marriage . As per Islamic 

shariah, it is compulsory for husband to pay this to his wife . But there is a good 

number of married men from all walks of life in our society who did not pay total 

Muhor to their wives . Many of them are not aware about the necessity of payment of 

the deferred amount of Muhor so that wives have been remaining deprived of their 

fundamental right of Muhor. The wives are to forgive even the claim of the same. 

Al though some of them are aware about it but they are not getting much opportunity 

to realize it from their husbands. 

Eligibility 

This Scheme has been designed for all classes of people married particularly the 

professionals & service holders creating an opportunity for them to save in monthly 

installments according to their capability for rectifying their marriage life and to 

protect the human right of the women . 

Term: 

The scheme may be of 2(two) different terms: 

r 5 years 

r 10 years 

ount of Deposit Installments: 
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Accounts under this Scheme may be --Cpened for monthly deposits of Tk .500/- , 

Tk1 ,000/-Tk.2,000/- , Tk .3,000/- ,TkA ,000/- and Tk .5 ,000/- only. The deposit will be 

received on Mudaraba principle. . , 

Opening of Account 

Any married bonafide citizen of the country with sound mind may open account in 

his wife's name under MMSS by application in Bank's printed application fo rm to be 

designed for this purpose. 

Account under the Mudaraba Muhor Savings Account shall only be opened in the 

name of wife. 

The applicant shall have to be introduced by a bonafide account holder of the Branch 

where he intends to open account or any client of any Branch of the Bank or any 

respectable person known to the Bank 

2(two) passport size photographs will be required to open this account. 

Account may be transferred from one branch to another of the Bank at the written 

request of the account holder. 

Separate account number shall be allotted for each account. 

At the time of opening of the account the client has to give his specimen signature in 

a separate card. 

Account may be also opened by thumb impression in case of illiterate woman. In 

such a case the introducer has to submit a suitable declaration to this effect in a form 

to be prescribed for this purpose. 

No Cheque Book shall be issued to the account holder before full deposit of Muhor 

money. 

If the address of account holder as we ll as the depositors is changed that must be 

informed to the Bank immediately. 

Profit Sharing and Weight age : 

The Mudaraba Muhor Savings Scheme account holders shall share income derived 

from investment made out of the Mudaraba funds in economic activities permitted by 

Islamic Shariah. This includes profit , dividend , capital gains, rent and any other 

income derived from investment. 

The account holders under this scheme along with other Mudaraba depositors shal l 

get minimum 65% of the income derived from the deployment of Mudaraba Fund in 

he investment during any accounting year according to their proportion in the tota l 

i vestment on daily product basis applying weight age of 1.10 for 5 (five) years term 

a d 1.30 for 10 (ten) years term . Benefits of full weight age with yearly cumu lating of 
___ -t-: ,i. _ '- _II '- ___ . ___ . __ .. _ 1.- 1_ :L ... :J. I_-l __ . . .. __ ._ . ___ J. •. _:L .. 



If the account is matured of annual final rate of profit for the 

relevant year the profit shall be paid to the concerned account as per provisional rate 

and then the surplus amount of profit , if any, shall be paid after declaration at the . , 
written request of the account holder (wife) . 

Nomination: 

The account holder (wife). may nominate one or more persons as her nominee of the 

account. In case of more than one nominee, she should fix their respective share in 

the nomination. 

Minor(s) also may be named as nominee. In such a case she may also give written 

instruction as to who is to receive the amount in the event of her death before the 

attaining of maturity of the nominee (s). Otherwise payment will be made to the lega l 

heirs/guardian. 

The account holder may at any time nominate new nominee(s) cancel ling the 

previous nominee in writing. 

In the event of the death of the nominee during the life time of the account holder 

and before the withdrawal of the balance of the account, the nomination shall be 

treated cancelled . 

The nominee (s) shall be entitled to receive the money of the account according to 

apportionment only after the death of the depositor. In such case there shal l be no 

need for Succession Certificate and the matter shall be settled at the branch level. 

The nominee has to submit the under mentioned papers to receive the ba lance of 

the account: 

Application of the nominee /nominees/nominated guardian . 

Death Certificate regarding the deceased Account holder. 

Identification Certificate in favor of the nominee, nominees by two valued account 

holders or two officers of the Bank or from the Chairman or Commissioner of local 

Union Parishad/ Municipality. 

Duly attested Passport - size photograph of the nominee/nominees or nominated 

guardian . 

Indemnity bond jointly executed by the nominee/nominees/nominated guardian along 

ith two valued clients of the branch. 

I no nominee is mentioned , the balance of the account will be paid to the heirs of the 
-1 _ _____ -1 ____ ... _4 '-_1-1 ____ . ___ C"' .. __ __ _ :_._ ~_--L:.r: __ .L_ 



Payment Clause 

. , 
The balance of the Muhor Savings Account is payable at the maturity of the term for 

which the account is opened . Amount shall be paid to the Account Holder and in 

case of death of the account holder the same shall be paid to the nominee(s) as per 

instructions described at the heading 'Nomination'. 

The deposit value - wise approximate amount payable after maturity: 

Amount of monthly contribution Term Amount expected to be 

paid after maturity 

Tk. 500.00 5 (five) years Tk.38, 518.00 

Tk. 1,000.00 -do- Tk.77,036.00 

Tk. 2,000.00 -do- Tk.1,54,072.00 

Tk. 3,000.00 -do- Tk. 2,31 ,108.00 

Tk. 4,000.00 -do- Tk 3,08 ,1 44.00 

Tk. 5,000.00 -do- Tk.3,85,1 80.00 

Tk. 500.00 10 (ten) years Tk.1,10,354.00 

Tk.1,000.00 -do- Tk.2,20,708.00 



Tk. 2,000.00 -do- Tk.4,41,416.00 

Tk. 3,000.00 -do- Tk.6 ,62, 124.00 

Tk. 4,000.00 -do- Tk.8,82,832.00 

Tk. 5,000.00 -do- Tk.11 ,03 ,540.00 

Automatic closure and revalidation of the account 

The account shall be treated automatically closed if monthly installments are not 

deposited within the 25th day of each month . However; 

Where a monthly installment falls in arren within one year of the opening of the 

account and the depositor deposits the same within the 25th of the following month 

wi th a written application showing valid reasons for such default, the account may be 

reva lidated for operation. 

If after one year of opening of the account 3(three) consecutive installments are not 

deposited , the account may be revalidated subject to deposit of all arrear 

installments within 25th day of the 4th month with a written application showi ng valid 

reasons for such default. 

The cl ient shall get 5 (five) chances for 5 years accounts, 10 (ten) chances for 10 

years accounts to revalidate the account. 

App licable as per terms described at Para :10 . 10 below. The balance of Pre-matu re 

cl osing of account: 

I he husband subsequently becomes disinterested/unable to continue the account 

and the wife wants to withdraw the deposit, she will be given profit in the line of MSS 

(Pension) Account as under: 

I case of pre-mature withdrawal within 1 (one) year, no profit shall be payab le . 

E cash ment after 1 (one) year but before 5(five) years shall be entitled to profit at the 

'a:e of Mudaraba Savings deposit. 
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In case of 10 (ten) year term accounf~' -rf encased after 5 (five) years , but before 

maturity of the term , profit shall be payable at the rate applicable to 5 (five) year term 

accounts for 5 (five) years period and for the remaining perio~ at the rate applicable 

for Mudaraba Savings Account. 

The account holder (wife) can withdraw the entire balance of the account before of 

after maturity through her single signature. 

INVESTMENT 

Different Investment Mode: 

• Trading Mode 

• Bai- Muajjal 

• Bai- Murabaha 

• Bai- Salam 

• Partnership Mode 

• Mudarabah 

• Musharaka 

• Ijjara/ Rent / Leasing 

• Hire purchase under Shirkatul Meelk 

• Equity and entrepreneurship Fund of Bangladesh Bank 



Trading Mode 

8ai-Muajjal 

Bai-Muajjal may be defined as a contract between a buyer and a seller under which 

the seller sells certain specific goods (permissible under Islamic Shariah and the Law 

of the country) , to the buyer at an agreed fixed price payable at a certain fixed future 

date in lump-sum or within a fixed period by fixed installments. The seller may also 

sell the goods purchased by him as per order and specification of the buyer 

Meaning 

The terms "Bai" and "Muajjal" have been derived from Arabic words and means 

purchase and sale and the word mean a fixed time or a fixed period . "Bai-Muajja l 

" means sale for which payment is made at a future fixed date or within a fixed 

period . In short, it is a sale on Credit. 

Definition 

Bai-Muajjal may be defined as a contract between a Buyer and a Seller under which 

the Seller sells certain specific goods (permissible under Shariah and Law of the 

Country) , to the Buyer at an agreed fixed price payable at a certain fixed futu re date 

in lump sum or within a fixed period by fixed installments. The seller may also sell 

the goods purchased by him as per order and specification of the Buyer. 

In this Bank, Bai-Muajjal is treated as a contract between the Bank and the Client 

under which the Bank sells to the Client certain specified goods , purchased as per 

order and specification of the Client at an agreed price payable within a fixed future 

date in lump sum or by fixed installments . 

Thus it is a Credit sale of goods by which ownership of the goods is transferred by 

the Bank to the Client but the payment of sale price by the Client is deferred for a 

fixed period . 

It may be noted here that in case of Bai-Muajjal and Bai-Murabaha , the Islamic 

Bank is a financier to the Client not in the sense that the Bank finances the 

purchase of goods by the Client, rather it is a financier by deferring the receipt of the 

sale price of goods , it sells to the Client. If the Bank does not purchase the goods or 

does not make any purchase agreement with seller, but only makes payment of any 
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goods directly purchased and receive(l'~by the Client from the seller under Bai-

Muajjal/ Bai-Murabaha Agreement, that will be a remittance/payment of the amount 

on behalf of the Client, which shall be nothing but a loan to the Client and any profit 
.~ 

on this amount shall be nothing but Interest. 

Therefore , purchase of goods by the Bank should be for and on behalf of the Bank 

and the payment of price of goods by the Bank must be made for and on behalf of 

the Bank. If in any way the payment of price of goods is turned into a payment for 

and on behalf of the Client or it is paid to the Client any profit on it will be Riba . 

Important Features: 

It is permissible for the Client to offer an order to purchase by the Bank particula r 

goods deciding its specification and committing himself to buy the same from the 

Bank on Bai-Muajjal i.e. deferred payment sale at fixed price. 

It is permissible to make the promise binding upon the Client to purchase from the 

Bank, that is , he is to either satisfy the promise or to indemnify the damages caused 

by breaking the promise without excuse. 

It is permissible to take cash / collateral security to Guarantee the implementation of 

the promise or to indemnify the damages. 

It is also permissible to document the debt resulting from Bai-Muajjal by a Guarantor, 

or a mortgage. or both like any other debt. Mortgage / Guarantee / Cash security 

may be obtained prior to the signing of the Agreement or at the time of signing the 

Agreement. 

Stock and availability of goods is a basic condition for signing a Bai-Muajja l 

Agreement, Therefore, the Bank must purchase the goods as per specification of the 

Client to acquire ownership of the same before signing the Bai-Muajja l Agreement 

with the Client. 

After purchase of goods the Bank must bear the risk of goods unti l those are 

actually delivered to the Client. 

The Bank must deliver the specified Goods to the Client on specified date and at 

specified place of delivery as per Contract. 

The Bank may sell the goods at a higher price than the purchase price to ea rn profit. 

The price once fixed as per agreement and deferred can not be further increased 

The Bank may sell the goods at one agreed price which will include both the cost 

price and the profit. Unlike Bai-Murabaha , the Bank may not disclose the cost price 

and the profit mark-up separately to the Client. 



Bai-Murabaha 

Bai-Murabaha may be defined as a contnct between a b~yer and a seller under 

vhich the seller sells certain specific goods (permissible under Islamic Shariah and 

he Law of the land), to the buyer at a cost plus agreed profit payable in cash or on 

any fixed future date in lump~sum or by installments. The profit marked-up may be 

ixed in lump-sum or in percentage of the cost price of the goods . 

Meaning 

The terms "Bai-Murabaha" have been derived from Arabic words (Bai and Ribhun). 

The word means purchase and sale and the word means an agreed upon profit. 

"" Bai-Murabaha" means sale on agreed upon profit. 

Definition 

Bai-Murabaha may be defined as a contract between a Buyer and a Seller under 

vhi ch the Seller sells certain specific goods permissible under Islamic Shariah and 

e Law of the land to the Buyer at a cost plus agreed profit payable in cash or on 

any fixed future date in lump sum or by installments. The profit marked-up may be 

fixed in lump sum or in percentage of the cost price of the goods. 

Types of Murabaha 

In respect of dealing parties Bai-Murabaha may be of two types. 

Ordinary Bai-Murabaha 

I there are only two parties, the seller and the buyer, where the seller as an ordinary 

rader purchases the goods from the market without depending on any order and 

rom ise to buy the same from him and sell~ those to a buyer for cost plus profit , then 

he sale is called Ordinary Bai-Murabaha. 

Bai-Murabaha on Order and Promise 

I' there are three parties , the buyer, the seller and the Bank as an intermediary trader 

etween the buyer and the seller, where the Bank upon receipt of order from the 

uyer with specification and a prior outstanding promise to buy the goods from the 

Bank. purchases the ordered goods and sells those to the ordering buyer at a cost 

pl us agreed profit, the sale is ca lled "Bai-Murabaha on Order or Promise" , generally 

nown as Murabaha. 

This Murabaha upon order and promise is generally used by the Islami Banks , which 

und ertake the purchase of commodities according to the specification requested by 



Bai-Murabaha 

Bai-Murabaha may be defined as a contract between a bLJ¥er and a sel ler under 

which the seller sells certain specific goods (permissible under Islamic Shariah and 

the Law of the land) , to the buyer at a cost plus agreed profit payable in cash or on 

any fixed future date in lump-sum or by installments. The profit marked-u p may be 

fi xed in lump-sum or in percentage of the cost price of the goods. 

Meaning 

The terms "Bai-Murabaha" have been derived from Arabic words (Bai and Ribhun) . 

The word means purchase and sale and the word means an agreed upon profit. 

"Bai-Murabaha" means sale on agreed upon profit. 

Definition 

Bai-Murabaha may be defined as a contract between a Buyer and a Seller under 

which the Seller sells certain specific goods permissible under Islamic Shariah and 

the Law of the land to the Buyer at a cost plus agreed profit payable in cash or on 

any fixed future date in lump sum or by installments. The profit marked-up may be 

fixed in lump sum or in percentage of the cost price of the goods .. 

Types of Murabaha 

In respect of dealing parties Bai-Murabaha may be of two types . 

Ordinary Bai-Murabaha 

If there are only two parties, the seller and the buyer, where the seller as an ordinary 

trader purchases the goods from the market without depending on any order and 

promise to buy the same from him and sells those to a buyer for cost plus profit , then 

the sale is called Ordinary Bai-Murabaha. 

Bai-Murahaha on Order and Promise 

If there are three parties, the buyer, the seller and the Bank as an intermediary trader 

between the buyer and the seller, where the Bank upon receipt of order from the 

buyer with specification and a prior outstanding promise to buy the goods from the 

Bank, purchases the ordered goods and sells those to the ordering buyer at a cost 

plus agreed profit , the sale is called "Bai-Murabaha on Order or Promise", generally 

known as Murabaha. 

This Murabaha upon order and promise is generally used by the Islami Banks, which 

undertake the purchase of commodities according to the specification req uested by 



the Clients and sale on 

promised to buy those for its cost price plus a marked-up profit agreed upon 

previously by the two parties, the Bank and the Client. .. 
In this Bank, Bai-Murabaha is treated as a contract between the Bank and the Cl ient 

under which the Bank purchases the specified goods as per order and specification 

of the Client and sells those to the ordering Client at a cost plus agreed upon profit 

payable within a fixed future date in lump sum or by fixed instilments . 

Important Features 

It is permissible for the Client to offer an order to purchase by t he Bank particular 

goods deciding its specification and committing himself to buy the same from the 

Bank on Murabaha, i.e. cost plus agreed u~on profit. 

It is permissible to make the promise binding upon the Client to pu rchase from the 

Bank, that is, he is to either satisfy the promise or to indemnify the damages caused 

by breaking the promise without excuse. 

It is permissible to take cash/collateral security to guarantee the implementation of 

the promise or to indemnify the damages. 

It is also permissible to document the debt resulting from Bai-Murabaha by a 

Guarantor, or a mortgage, or both like any other debt. Mortgage/ Guarantee/ Cash 

Security may be obtained prior to the signing of the Agreement or at the time of 

signing the Agreement. 

Stock and availability of goods IS a basic condition for signing a Bai-Murabaha 

Agreement. Therefore , the Bank must purchase the goods as per specification of the 

Client to acquire ownership of the same before signing the Bai-Murabaha ag reement 

with the Client 

The Bank must deliver the specified Goods to the Client on specified date and at 

specified place of delivery as per Contract. 

The Bank shall sell the goods at a higher price (Cost + Profit) to earn profit. The cost 

of goods sold and profit mark-up therewith shall separately and clearly be mentioned 

in the Bai-Murabaha Agreement. The profit mark-up may be mentioned in lump sum 

or in percentage of the purchase/cost price of the goods. But, under no 

circumstances , the percentage of the profit shall have any relation with time or 

expressed in relation with time, such as per month , per annum etc. 
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- e price once fixed as per agreement'and deferred cannot be further increased. 

: is permissible for the Bank to authoriz( any third party 1-0 buy and rece ive the 

ood s on Bank's behalf. The authorization must be in a separate contract. 

Bai-salam 

nder this mode Bank will execute purchase contract with the client and make 

ayment against purchase of product, which is under process of production . Bai­

Salam contract will be executed after making any investment showing price , quality, 

quantity , time, place and mode of delivery. The profit is to be negotiated . In this 

mode the payment as the price of the goods is made at the time of Agreement and 

he delivery of the goods is deferred . 

Partnership Mode 

Mudarabah 

It is a form of partnership where one party provides the funds while the other 

provides the expertise and management. The first party is called the Sahib-AI-Maal 

and the latter is referred to as the Mudarib . Any profit accrued is shared between the 

two parties on a pre-agreed basis, while capital loss is exclusively bome by the 

partner providing the capital. 

Musharaka 

An Islamic financial technique that adopts "equity sharing" as a means of fin ancing 

projects . Thus , it embraces different types of profit and loss sharing partnership . The 

partners (entrepreneurs, bankers, etc.) share both capital and management of a 

project so that profits will be distributed among them as per ratios , where loss is 

shared according to ratios of their equity participation. 

Hire purchase under Sirkatul Meelk 

Under this mode Bank may supply implements/ equipment/goods on rental basis. 

The ownership of the implements/equipment/goods will be with the Bank and the 

client jointly and the portion of the client will remain to the Bank as mortgage until the 

closure of the investment account, but the client will be authorized to possess the 

equipment for certain period . The client, after completion of the installments , will be 

the owner of the implements/ equipment/goods. 



eaning and Defination 

Ire Purchase under Shirkatul Melk is a Special type of G,Qntract which has been 

eveloped through practice. Actually , it is a synthesis of three contracts : 

hi rkat 

,arah 

ale 

hese may be defined as follows : 

Shirkatul Melk 

Shirkat means partnership. Shirkatul Melk means share in ownership . When two or 

ore persons supply equity, purchase an asset, own the same jointly, and share the 

enefit as per agreement and bear the loss in proportion to their respective equity , 

:he contract is called Shirkatul Melk contract. 

Ij arh 

The term Ijarah has been derived from the Arabic works (Air) and (Ujrat) which 

means consideration , return , wages or rent. This is really the exchange value 

or consideration , return , wages, rent of service of an asset. Ijarah has been defined 

as a contract between two parties, the Hire and Hirer where the Hirer enjoys or reaps 

a specific service or benefit against a specified consideration or rent from the asset 

owned by the Hire . It is a hire agreement under which a certain asset is hired out by 

the Hire to a Hirer against fixed rent or rentals for a specified period. 

Related Terminologies or Elements of Ijara: 

According to the majority of Fuqaha , there are three general and SIX deta iled 

elements of Ijarah. 

The wording : This includes offer and acceptance. 

Contracting parties: This includes a Hire , the owner of the property , and a Hirer, the 

party that benefits from the use of the property . 

Subject matter of the contract: This includes the rent and the benefit. 

The Hire (Muajjir)- The individual or organization hires/rents out the property of 

service is called the Hire (muajjir). 



The Hirer (Mustajir)- The hires/takes the hire of the 

property or service against the consideration rent / wages / remuneration is called 

the Hirer (mustajir) . 

The benefit / asset (Maajur) - The benefit which is hired / rented out is called the 

benefit (maajur) . 

The Rent (Ajar or Ujrat) - The consideration either in monetary terms or in kinds 

fixing quantity of goods / money to be paid against the benefit of the asset or service 

of the asset is called the rent or ujrat or ajar. 

Sale 

This is a sale contract between a buyer and a seller under which the ownership of 

certain goods or asset is transferred by seller to the buyer against agreed upon price 

paid / to be paid by the buyer. 

Thus, in Hire Purchase under Shirkatul Melk mode both the Bank and the Client 

supply equity in equal or unequal propor~ion for purchase of an asset like land , 

bui lding , machinery, transports etc. Purchase the asset with that equity money, own 

the same jointly, share the benefit as per agreement and bear the loss in proportion 

to their respective equity. The share, part or portion of the asset owned by the Bank 

is hired out to the Client partner for a fixed rent per unit of time for a fixed period. 

Lastly the Bank sells and transfers the ownership of it's share / part / portion to the 

Client against payment of price fixed for that part either gradually part by part or in 

lump sum within the hire period or after the expiry of the hire agreement. 

Stages of Hire Purchase under Shirkatul Melk 

Th us Hire Purchase under Shirkatul Melk Agreement has got three stages: 

Purchase under joint ownership. 

Hire and 

Sale and lor transfer of ownership to the other partner Hirer. 

Types of sale contact in hire purchase under shirkatul melk 

s per procedure of transfer of ownership and legal title of the part owned by the 

Bank is transferred to the other partner, the sale contract may be of various forms , 

some of the major forms are mentioned below: 

ire Purchase Under Shirkatul Melk through gradually transfer( sale) of legal 

i Ie/ownership of the hired asset/property. 
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Under this type certain 'asset / properf'l--"" 'is purchased with equal or unequal equ ity 

participation and owned jointly by the two parties - the Bank and the Client. The 

Bank's share / portion of the asset is hired out to the Cli~nt partner against fixed 

rent/rentals per unit of time for a fixed period with a promise that the Hire Bank will 

sell or transfer the ownership of its portion to the Client Hirer gradually part by part in 

proportion to the consideration paid . So that the Hirer may acquire the full tit le of the 

Hire's portion of the asset on payment of the total price at the end of the hire period . 

Under this system the total price of the hired property / asset should be determined 

and divided over the period of hire contrClct (per unit of time) so that the Hirer in 

addition to the payment of f ixed rent / rentals may pay gradually the proport ionate 

consideration of the total price of the hired property or asset to acquire proport ionate 

ownership of the same part by part and become full owner of the hired asset at the 

end of the hire period . 

It should be noted that there should be a separate sale contract for payment / 

acquisition of each share (per unit of time as per hire deal) / part of asset sold to the 

Hirer and the amount of rent should be decreased proportionately with decrease of 

Hire's ownership and increase of Hirer's ownership on the property/asset. 

If, for any reason , the hire contract is revoked prior to the payment / transfer of fu ll 

title to the Hirer, the Hirer will share that part of the title to the hired property wh ich 

has been transferred to him against payment made by him and the rema ining part 

wil l be shared by the Hire Bank. If any loss '3rises to the Bank after the sale of Bank's 

share to the property / asset that shall be recouped from the Client / Client' s security. 

In our Bank, we shall be following this type of Sale Contract in Hire Pu rchase under 

Sh irkatul Melk. 

Hi re Purchase Under Shirkatul Melk Through Transfer of legal title by gifts (for no 

onsideration . 

nder this type the portion of asset owned by the Hire partner is hired out to the 

irer partner with a prior promise that the Hire, upon settlement of all the rent / 

entals / installments by the Hirer, will transfer his ownership / title to the property to 

he Hirer through gift without any further consideration. 

er the expiry of the hire period and payl nent of all the rent / rentals / instilments , 

: e title Gf property may be transferred by a separate gift deed executed by the Hire 

r, the title may be transferred by issu ing a gift deed by the Hire making it conditional 

n the settlement of all rental installments . In the later case , the legal title is 

automatically transferred as soon as the hire period expires and the fixed rent 

stall ments for rent are settled. The working of the agreement would be: If the 

agreed upon rental installments are settled within the agreed upon period , ownership 
_ ~ J. L- __ _ __ .I. • • • :111.-._ ... __ ___ L _ _ ___ I J. _ .LL-_ 1 1: _ _ _ _ _ _ :LL 
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- e Purchase under Shirkatul Melk Th'f6lJgh transfer of legal title (sale) at the end of 

- re eriod for a token consideration , 

er this contract the possession of the asset owned by the Hire is hired out to the , 
re for a fixed period against fixed rent I rentals and at the end of the hire period the 

: -Ie 0 the asset is transferred to the Hirer by a separate sale contract on payment of 

a reed upon token consideration . The consideration may be equal to the value of the 

asset or not and it would be sufficient if a mutual agreement is reached on the 

nsideration . 

ire Purchase Under Shirkatul Melk through transfer of legal title (sale) at the end of 

ire period for payment of a specified amount to the hire by the hirer 

This agreement includes an ijarah I hire contract and a sale contract. Under this 

agreement a specific asset is hired out for a fixed period against specific rent 

entioning a specific consideration to be paid by the Hirer (buyer) after the expiry of 

he hire period and upon payment of the aQreed upon consideration. The hired asset 

becomes sold and its title transferred to the Hirer (the buyer) . Under the agreement, 

he hire contract becomes effective firstly and the sale contract will be effective only 

after the expiry of the hire contract. 

Hire Purchase Under Shirkatul Melk through transfer of legal title (sale) priod to the 

end of the hire term for a price that is equivalent to the remaining ijarah Irenta l 

instruction. 

This is an ijarah I hire agreement which includes a promise made by the Hire that he 

will transfer the title of the hired property to the Hirer at any time during the hire 

period on payment of the remaining ijarah I rental instalments, if the Hirer wishes so. 

Under this system first , the ijarah/hire contract becomes effective and remains so 

until the legal title is transferred to the H:reL As soon as the title to the asset is 

transferred to the Hirer the ijarah/hire contract lapses for the remaining period, 

because both the benefit and the hired property become the Hirer's property. This 

type of sale should be executed by a separate sale contract at the time of sale . 

Important features 

In case of Hire Purchase under Shirkatul Melk transaction the asset I property 

involved is jointly purchased by the Hire (Bank) and the Hirer (Client) with specified 

equity participation under a Shirkatul Melk Contract in which the amount of equity 

and share in ownership of the asset of each partner (Hire Bank & Hirer Client) are 

clearly mentioned. Under this agreement, the Hire and the Hirer become co-owner of 

the asset under transaction in proportion to their respective equity participation. 
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ire Purchase under Shirkatul MeI1\7\~ireement, the exact ownership of both the 

- -e (Bank) and Hirer (Client) must be recognised. However, if the partners agree 

~- wish that the asset purchased may be ragistered in the Q,ame of anyone of them 

: - n the name of any third party, clearly mentioning the same in the Hire Pu rchase 

Melk Agreement. However, in IBBL, no third party registration shall be 

ved . 

-~e share / part of the purchased asset owned by the Hire (Bank) is put at 'the 

: -oosal / possession of the Hirer (Client) keeping the ownership with him (Bank) for 

~ -(xed period under a hire agreement in which the amount of rent per unit of time 

- ~ the benefit for which rent to be paid along with all other agreed upon 

:: ulations are also to be clearly stated . Under this agreement, the Hirer (Client) 

:e omes the owner of the benefit of the asset but not of the asset itself, in 

.:;- ordance with the specific provisions of the contract which entitles the Hire (Bank) 

::> entitled for the rentals . 

- he ownership of hired portion of the asset lies with the Hire (Bank) and rent is 

:aid by the Hirer (Client) against the specific benefit , the rent is not considered as 

: '1 e or part of price of the asset. 

~ he Hire Purchase under Shirkatul Melk Agreement the Hire (Bank) does not sell 

:- the Hirer (Client) does not purchase the asset but the Hire (Bank) promise to sell 

- '-'8 asset to the Hirer (Client) part by part only, if the Hirer (Client) pays the cost price 

8 uity / agreed price as fixed for the asset as per stipulations within agreed upon 

:eriod on which the Hirer also gives undertakings . 

- e promise to transfer legal title by the Hi(e and undertakings given by the Hirer to 

: rchase ownership of the hired asset upon payment part by part as per stipu lations 

3'e effected only when it is actually done by a separate sale contract. 

':' s soon as any part of Hire's (Bank's) ownership of the asset is transferred to the 

- er (Client) that becomes the property of the Hirer and hire contract for that share / 

:a and entitlement for rent thereof lapses . 

.., Hire Purchase under Shirkatul Melk Agreement, the Shirkatul Melk contract is 

e"ected from the day the equity of both parties deposited and the asset is purchased 

a d continues upto the day on which the full title of Hire (Bank) is transferred to the 

- (rer (Client) . 
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--2 hi re contract becomes effective fr"6'rit the day on which the Hire transfers the 

: :ssession of the hired asset in good order and usable condition to the Hirer, so tha 

- -.=, irer may make use of the same as per provisions of the agreement 
· 1 

=~ectiveness of the sale contract depends on the actual sale and transfer of 

:' ership of the asset by the Hire to the Hirer. It is sold and transferred part by part , 

- .':ill become effective part by part and with the sale and transfer of ownership of 

::: . ery share I part. The hire contract for that share I part will lapse and the rent wil l be 

·s"" ced proportionately. At the end of the hire period when the full title of the asset 

be sold out and transferred to the Hirer (Client) , the Hirer will become the owner 

: : oth the benefit and the asset consequently the hire contract will fully end. 

i e Purchase under Shirkatul Melk is a binding contract for the parties to it - the 

3a k and the Client who are committed to fulfill I meet their undertakings / 

: ligations in accordance with the relevant agreement 

- ore Purchase under Shirkatul Melk transaction facilitates the Client (Hirer) to get 

:enefit from the hired asset in exchange of rental and also to become full owner of 

: e asset by purchasing it part by part. 

:. or any reason, the hire contract is revoked prior to the transfer of full title of the 

asset to the Hirer, then the title of the asset will be shared by both Hire and Hirer -

: e Hirer will share that part of title which has been transferred to him against 

~ayment and the Hire will share the remaining part. 

- e Hirer to secure the Bank (the Hire) will pledge I hypothecate I mortgage his 

_ rti on I part I share in the asset (acquired I to be acquired) and or any other asset I 

: roperty of his own I third party guarantor to the Bank to fulfill his all liabilities I 

mmitments including the accrued rental , if any. 



-:: eign Exchange 

.. 
. ... Introduction: 

=:ceign trade can be easily defined as a business activity, which transcends nationa l 

: ~ ndaries. These may be between parties or Government ones . Trades among 

-a:ions are a common occurrence and normally benefit both the exporter and 

- orter. In many countries, international trade accounts for more than 20% of their 

-a:ional incomes. 

= ~ re i gn trade can usually be justified on the principle of comparative advantage. 

ounting to this economic principle , it is economical profitable for a com pany to 

3 ecialize in the production of that commodity in which the producer country has the 

;-eater comparative advantage and to allow the other country to produce that 

modity in which it has the lesser comparative advantage . It includes the 

s ectrum of goods , services , investment, technology transfer etc. 

- is trade among various countries causes for close linkage between the parties 

::ea ling in trade. The bank which provides such transactions is referred to as 

-e dering international banking operations . International trade demands a fl ow of 

good s from seller to buyer and of payment from buyer to seller. And this fl ow of 

oods and payment are done through letter of credit (LIe) . 

. 2 Function of foreign Exchange department: 

Export: 

• Pre-shipment advantages. 

• Negotiating of foreign bills. 

• Exports guaranties 

• Purchase of foreign bills. 

• Advance against bills for collection. 

• Advising / conforming setters (latter of credit). 

• Advance for differed payments exp01s. 



Imports: 

• Bills for collection 

• Advance bills. . . 
• Opening of letter of credit (LlC) 

• Import loan & guarantees. 

Remittances: 

• Issue of DO, TT, MT, etc. 

• Payment of DO, TT, MT etc. 

• Sale and enhancement of foreign currency notes. 

• Issue and enhancement of traveler's cheque. 

• Non-resident accounts. 

1.3 The most commonly used document in foreign exchange: 

Documentary latter of credit. 

• Bill of exchange 

• Bill of lading 

• Commercial invoice 

• Certificate of origin of goods 

• Inspection certificate 

• Packing list 

• Insurance policy 

• Pro-forma invoice / indent 

• Master receipt 

• GSP certificate 

Parties to a letter of credit (LIe): 

e parties to a letter of credit are: 

• Importer / buyer 

• Opening bank/issuing bank 

• Exporter/seller/beneficiary 

• Advising bank/notifying bank 

• Negotiating bank 

• Confirming bank 

• Paying/ reimbursing bank 



Bil l of lading: 

.. 
. :.... bi ll of lading is a document that is usually stipulated in a credit when the goods are 

ispatched by sea. It is evidence of a contract of carriage, is a receipt for the goods 

a d is a document of title to the goods. It also constituted a document that is, or may 

e. needed to support an insurance claim . 

The details on the bill of lading should include: 

• Identify marks and members, if any. 

• A description of the goods in general terms not inconsistent with in the 

credit. 

• The name of the carrying vessel. 

• Evidence that the goods have been loaded on board . 

• The ports of shipment and discharge. 

• The names of shipper, consignee and name and address of the not ifying 

party. 

• Whether freight has been paid or is payable at destination .] 

• The date of issuance. 

• The number of original bills of lading issued . 

• A bill of lading specifically states that goods are loaded for ultimate 

destination specifically mentioned in the credit. 

Commercial invoice: 

A commercial invoice is the accounting document by which the selle r changes the 

goods to the buyer. A commercial invoice normally includes the fol lowing 

information: 

• Date 

• Name and address of the buyer and seller. 

• Order of the contract number, quantity and description of the goods , unit 

price and the total price. 

• Weight of the goods, number of package , shipping marks and numbers. 

• Terms of delivery and payment. 

• Shioment details. 



Certificate of origin: 

certificate of origin is assigned statement providing evidence origin of the goods . . , 

surance certificate : 

he insurance certificate documents must­

Be that specified in the credit. 

Cover the risks specified in the credit. 

Be consistent with the other documents In its identification of the voyage and 

description of the goods. 

1.4 Import operation: 

Import is foreign goods and services purchased by customer, firm and Governments 

in Bangladesh . An importer must have import registration certificate (IRC). Given by 

chief controller of import and exports (Cel & E) to import any thing from other 

country. To obtain import registration certificate (IRC) the following certificates are 

required : 

• Trade license 

• Income Tax clearance certificate . 

• Nationality certificate . 

• Banks solvency certificate . 

• Asset certificate 

• Registration partnership deed (if any) 

• Memorandum and article of association . 

• Certificate of incorporation (in any) 

• Rent receipt of the business premises. 

Import procedure: 

To import through Islami Bank Bangladesh (IBBL) , a customer or client requ ires: 

• Bank account 

• Import restriction certificate 

• Tax paying identification number 

• Pro-forma invoice/indent 

• Membership certificate 
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• LlC application form duly atteste'a-.-.... 

• One set of IMP form. 

• Insurance cover note with money receipt. .' 
• Opening of letter of credit (C/l) by bank 

Opening of LlC means, at the request of the applicant (importer) issuance of a LlC in 

favor of the beneficiary (Exporter) by a bank. The bank which open or issue LlC is 

called LlC opening bank or issuing bank. 

On receipt of the importer's LlC application supported by the firm contract 

(indent/pro-forma invoice) and insurance cover note the bank scrutinize the same 

thoroughly and fix up a margin on the basis of banker customer rel ationsh ip. 

Before opening a LlC , the issuing bank must check the following : 

LlC application properly stamped , signature verified and margin approved and 

properly retained . 

Ensure that the relevant particulars of LlC application correspond with those 

stipulated in indenter/ pro-forma invoice. 

Validity of lCA entitlement of goods, amount etc. conforms to the LlC application. 

Indent/pro-forma invoice signed by the importer and indenter / supplier. 

Conversion and rate of exchange correctly applied. 

Charges lick commission , FCC, Postage , Telex charge , SWIFT charge, if any 

recovered . 

Insurance cover note in the name of issuing bank -A/C importer covering required 

ri sks and voyage route. 

Incorporation of instruction for Negotiating Bank as per banks existing arrangement. 

Reimbursement instructions for reimbursing bank. 

If foreign bank confirmation is required, necessary permission should be obta ined 

and accordingly advising bank is advised a~J per banks existing arrangement. 

In case of insurance LlC, mention rate of interest clearly in the letter of credit. 

If add confirmation is required on account of the applicant cha rges shou ld be 

recovered from the applicant. 
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• LlC application form duly attestea ~- "" 

• One set of IMP form . 

• Insurance cover note with money receipt. 

• Opening of letter of credit (C/l) by bank 

.. 

pening of LlC means, at the request of the applicant (importer) issuance of a LlC in 

:avor of the beneficiary (Exporter) by a bank. The bank which open or issue LlC is 

ailed LlC opening bank or issuing bank, 

On receipt of the importer's LlC application supported by the fi rm contract 

indent/pro-forma invoice) and insurance cover note the bank scrutinize the sa'me 

-horoughly and fix up a margin on the basis of banker customer relationship . 

Before opening a LlC , the issuing bank must check the following : 

C application properly stamped , signature verified and margin approved and 

roperly retained. 

Ensure that the relevant particulars of LlC application correspond with those 

sti pulated in indenter/ pro-forma invoice, 

Validity of lCA entitlement of goods , amount etc. conforms to the. LlC application , 

Indent/pro-forma invoice signed by the importer and indenter / supplier. 

Conversion and rate of exchange correctly applied . 

Charges lick commission , FCC, Postage , Telex charge, SWIFT charge , if any 

recovered . 

Insurance cover note in the name of issuing bank -A/C importer covering required 

ri sks and voyage route. 

Incorporation of instruction for Negotiating Bank as per banks existing arrangement. 

Reimbursement instructions for reimbursing bank. 

If foreign bank confirmation is required , necessary permission should be obtained 

and accordingly advising bank is advised as per banks existing arrangement. 

In case of insurance LlC , mention rate of interest clearly in the letter of credit. 

If add confirmation is required on account of the applicant charges should be 

recovered from the applicant. 



Liability of issuing bank: 

As per article 9(a) of UCPDC 500 , an irrevocable credi!, constitutes a defin ite 

undertaking of the issuing bank provided that the stipulated documents com ply with 

the terms and conditions of the credit. 

Advising of Letter of Credit: 

Advising means forward ing of a Documentary Letter 0 credit received from the 

issuing bank to the beneficiary (Exporter). 

Before advising a LlC the advising bank must see the following : 

If the export LlC is intended to be an operative cable LlC Test Code on the ~/C 

invariably be agreed . 

Signature of issuing bank officials on the LlC verified with the specimen signatures 

book of the said bank when LlC received. 

LlC scrutinized thoroughly complying with the requisites of concerned UCPDC 

provisions. 

LlC advised to the beneficiary (Exporter) promptly and advising changes recovered . 

Entry made in the LlC Advising Register. 

Operational Procedure of LlC in Export & Import Business: 

./' Importer . 

./' LlC opener.Or applicant. 

./' Exporter . 

./' Or 

./' Beneficiary . 

./' Proforma invoice 

./' Contract. 

./' Inventor's indent. 

./' Shipment the goods . 

./' Negotiating Bank. 



_iability of issuing bank: 

-~ per article 9(a) of UCPDC 500 , an irrevocable credit. constitutes a definite 

n ertaki ng of the issuing bank provided that the stipulated documents comply with 

· ~e erms and conditions of the credit. 

vising of Letter of Credit: 

. VISing means forwarding of a Documentary Letter 0 credit received from the 

ssu ing bank to the beneficiary (Exporter) . 

Before advising a LlC the advising bank must see the following: 

I the export LlC is intended to be an operative cable LlC Test Code on the LlC 

invariably be agreed . 

Sign ature of issuing bank officials on the LlC verified with the specimen signatures 

book of the said bank when LlC received. 

C scrutinized thoroughly complying with the requisites of concerned UCPDC 

provIsions. 

LlC advised to the beneficiary (Exporter) promptly and advising changes recovered. 

Entry made in the LlC Advising Register. 

Operational Procedure of LlC in Export & Import Business: 

./ Importer . 

./ LlC opener.Or applicant. 

./ Exporter . 

./ Or 

./ Beneficiary . 

./ Proforma invoice 

./ Contract. 

./ Inventor's indent. 

./ Shipment the goods . 

./ Negotiating Bank. 

This bank negotiates with issuing bank in favor of exporter for the bill and pays the 
_. ___ .. . _L L_ .Ll-. _ _ _ .~_.-L __ 



Issuing Bank: 

This bank will deal with LlC for the buyer against supplier & tbrough the LlC advising 

Bank. 

Reimbursement Bank: 

This bank deals with payment in favor of issuing bank 

Advising Bank. 

This bank will deal with the exporter& inform the supplier that a ' LlC came from the 

buyer. 

Adding confirmation: 

Adding confirmation is done by the confirming bank. Confirming bank is a bank 

which adds its confirmation to the credit and it is done at the request of the issuing 

bank the advising usually does not do it if there is not a prior arrangement with the 

issuing bank. By being involved as a confirming agent the advising bank undertakes 

to negotiate beneficiary's bill without recourse to him . 

Review the LlC terms . 

Issue LlC and request to add confirmation. 

Provide reimbursement. 

Drafts to be drawn on LlC opening bank 

Line allocation from the business and ownership units in the importer's county . 

Confirm and advise LlC. 

Availability of credit facilities . 

What is to be done by the issuing bank before advising amendments? 

The issuing bank has to -

Obtain written application from the applicant of the credit duly signed and verified by 

the bank. 

In case of increase of value , applications for amendment are to be supported by 

revised Indent/Pro-format Invoice evidencing consent of the beneficiary. 
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:.2-e of extension of shipment pe ri(S-d~ it should be ensured that relative LC is 

:: :: re alidated/increased up to the period of proposed extension, 

- -2 dment of an increase of credit amount and extension of shipment period both 

--= cases amendment of insurance cover Note also is submitted, 

=-:: er recording and filling of amendment is to be maintained , 
, 

- -e dment charges (if an account of applicant will be recove red and necessary 

:. ... her is to be passed.) 

e following clauses of LlC are generally amended: 

./ Increase/decrease value of LlC and increase / decrease of quality of goods , 

./ Extension of shipment/negotiated period . 

./ Terms of delivery i.e. FOB, CFR, and CIF etc . 

./ Mode of shipment. , 

./ Inspection clause . 

./ Name of the reimbursing bank . 

./ Name of the shipping line etc. 

Settlement of Letter of Credit: 

Settlement means fulfillment of issuing bank in regard to affecting payment subject to 

satisfying the credit terms. Settlement may be done under three separate 

arrangements as stipulated in the credit. 

Settlement by payment: 

Here the seller presents the documents to the nominated bank and the bank 

scrutinizes the documents. It satisfied , the nominated bank makes payment to 'the 

beneficiary and in case this bank is other than the issuing bank then send s the 

documents the issuing bank and claim reimbursement as per arrangement. 

Settlement by Acceptance: 

Under this arrangement, the seller submits the documents evidencing the shipment 

to accepting bank (nominated by the issuing bank for acceptance) accompanied by 

draft down on the bank at the specified tenor. After being satisfied with the 
-I __ . .. ___ ._J.._ .Ll-._ 1..- _ __ 1 . ____ ._L_ .L.l-._ -.1 __ .. . ___ ._.1. __ ._ -.1 Ll-_ -I __ L.L __ -' :.s: :.1.: _ _ l-._ ._I. _.&. 1 ___ _ 
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-~an issuing bank the send s the doculti~nts to the issuing bank starting that is has 

:: cepted the draft and at maturity the reimbursement will be obtained in the pri-

3 reed manner. . . 
Settlement by Negotiation: 

his settlement procedure starts with the submission documents and if negotiation 

estricted by the issuing bank, only nominated bank can negotiate the documents . 

fter scrutinizing that the documents meet the credit requirement, the ba nk may 

egotiate the documents and give value to the beneficiary. The negotiating bank 

-hen sends the documents to the issuing bank as usual; reimbursement will be 

btained in the pre-agreed manner. 

Accounting Treatment: 

Sundry Deposit LlC Margin AIC 

PAD AIC 

(Margin amount transferred to PAD A/C) 

Customer AIC 

PAD AIC 

Dr. 

Cr. 

Dr. 

Cr 

(Customer account debited for the remaining amount) 

PAD AIC Dr. 

Head office AIC + Exchange Trading AIC 

Income AIC interests on PAD 

Cr. 

Cr. 

(Amount given to Head Office 10 and interest credit) 

Reversal Entries: 

Banker's Liability 

Customer's Liability 

(When lodgment is given) 

Dr. 

Cr. 
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. ~er realizing the telex charge, service-charge, interest (if any), and the shipping 

: cu ments is then stamped with PAD number & entered in the PAD register, 

-imation is given to the customer calling on the ba~l<s counter requesting 

'e irement of the shipping documents. After passing the necessary vouchers , 

c dorsement is made on the back of the bill of exchange as "receipt payment" and 

: e bill of lading is endorsed to the effect "please deliver to the order of MIS .,. 

_ der two authorized signatures banks officer (P .A. holder). Then the documents are 

elivered to importer. 

Payment procedure of the Import Documents: 

This is the most sensitive task of the import department. The officials have to be very 

uch careful while making payment. 

Date of Payment: Usually payment is made within 7 days after the documents have 

been revived . In the payment is become deferred , the negotiation bank may claim 

interest for making delay 

Preparing sale Memo: A sale memo is made at BC rate to the customer. As the TT 
, 

& DO rate is paid to the 10, the difference between these two rates is exchange 

trading . Finally , an inter Branch Exchange Trading Credit Advice is sent to 10. 

Requisition for the foreign Currency: For arranging necessary fund for payment , a 

requisition is sent to the International Department 

Transmission of Telex: A telex is transmitted to the correspondent bank ensuring 

that payment is being made. 

1.5 Export operation: 

Practically by the term export we mean out carrying of anything from one country to 

another. As banker we define export as sending of visible things outside the country 

for sale. Export Trade Plays a vital note in the development process of an economy. 

W ith the earning we meet out import bills . 

Although export trade is always encouraged , any body can not export anything to 
_ _ •• • _1 ___ I : I ~ _ :. _ _ • _ _ -L __ "" 1 _ __ • • • __ -4 _____ _ __ 1 __ . _ __ ••• : _ _ .-.1 .1. _ _ . _ .1. .1. 1 _ _ _______ .: _.1. _ ____ 1 
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e entering into export trade. Export -r~gistration certificate (ERC) given by CC I & 

- required for this purpose. The required documents to obtain ERe are also same 

35 I C. . . 
... en a bank (Authorized dealer) rece ives a LlC (cable or origina l) it ascertains the 

ectness of the next number and the adhorized signature . Then the bank sends 

:"' e original copy of the LlC to the beneficiary. 

- e exporter presents the relative documents to the negotiation bank after the 

s ipment of the goods. The LlC issuing bank undertakes to honor is obligation onjy if 

e beneficiary fulfills the conditions stipulated in the LlC, may namely, the 

submission of stipulated documents with in the stipulated time . Even a slide 

eviation of the documents from these specified in the LlC may given an excuse to 

e negating bank. So the negotiating bank must be careful, promote , systematic and 

bias-free while scrutinizing the tender documents after careful and th roug h 

examination of the documents, the banker has to list out the discrepancies wh ich 

may be classified as major or minor, irremovable or removable . The removable 

discrepancies can be corrected by the terdered or future losses, which may arise 

due to non- repatriation of proceeds. 

The following types of discrepancies may be noted while the negotiation bank 

examines the documents: 

r Late shipment. 

>- LlC expired. 

'r Amount drawn in excess of the LlC . 

r Bill of exchange not properly drawn . 

r Descriptions of goods differ. 

r Bill of lading or airway bill state . 

).. Bill of lading classed. 

r Insurance Cover Note as per te rms LlC 

~ Insurance Cover obtained after the bill of Lading or Airway bill date. 

,.- Enough number of copies no submitted as required by LlC . 

'r Negotiation under LlC restricted . 

).- Packing list and certificate of analysis not as per the LlC. 

)r Documents not properly endorsed in favor of the bank. 

).- Documents inadequately stamped . 

).- Full shipment not effective and part shipment prohibited . 

r Same of the documents required by LlC not submitted and 

r Gross Weight and Net Weight shown in different documents differ. 
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ocuments with major discrepancies, wfH'ch could not be negotiated , should be sent 

n collection basis with the permission of the exporter. 

. . 
Export procedure: 

The export and Import trade In our coun~y are regulated by imports and exports 

control) Act 1950. Under the export Policy of Bangladesh the exporter has to get the 

alid Export Registration Certificate (ERC) from chief controller of import & Export 

CCI & E) . The ERC is required to renew every year. The ERC number is to be 

. corporated on EXP forms and other papers connected with exports , 

Registration of Exporter: 

For obtaining ERC indenting Bangladesh exporters are required to apply to the 

controller / joint controller/deputy controller / assistant controller of imports and 

exports , Dhaka / Chittagong / Kulna/Mymenshing /Sylhet / Comilla/ Barishal/ Bogra / 

Rangpur /Dinajpur in the prescribed form akmg with the documents: 

Bank certificate. 

Nationality and assets certificate. 

Memorandum and Articles of Association and certificate of Incorporation in 

case of Limited company. 

Trade license 

I ncome tax certificate etc. 

Signing the contract: 

After communicating with buyer exporter Ilas to get contracted (writing or oral) for 

exporting exportable item(s) from Bangladesh detailing commodity , quantity, price, 

shipment, insurance, and marks , inspection , arbitration etc. 

Receiving the Letter of Credit: 

After getting contract for sale , Exporter should ask the buyer for letter of credit clearly 

stating terms and conditions of export and payment. 

The following are the main points to be looked into for receiving (collection export 
__ ____ -1_ 1.- ... ______ _ L .-.I __ • •. ___ ._.L. __ •• _~ __ I:J.\. 



e terms of the LlC are in conformity with those of the contract. 

e LlC is an irrevocable one, preferable confirmed by the ad.vising bank. 

e LlC allows sufficient time form shipment and negotiation ; 

S '" s and condition should be stated in contract clearly in case of other modes of 

ent: 

T Cash in advance 

T Open A/C 

T Collection basis (document/clean). 

Shipment of goods: 

- en the exporter should take the preparation for export arrange for del ivery of 

..... ods as per LlC and INCO-terms, prepare and submit shipping documents fo r 

ayment / acceptance / negotiation in due time. Documents for shipments: 

= /C Copy 

= EXP form 

= ERC (Valid) 

= Customer Duty certificate 

= Sh ipping Instruction 

= Transport Documents 

= Insurance Documents 

= Invoice 

= Other documents 

= Bill of exchange (if required) 

= Certificate of origin 

o I nspection certificate 

o Phyto-sanitary certificate 

o G.S.P. certificate 

o Quality control certificate . 
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- -=- -- - e, exporter submits all these documents along with a letter of indemnity to -, 
::: = ~ _: r negotiation . An officer scrutinizes all the documents. If the documents 'are 

::; : =3~ one, NCCBL purchases the documents on the banks of banker- customer 

=-.=.:' :::nship. This is known as Foreign Documentary Bill purchases (FDBP) . 

- .~ edu re for FDBP: 

rchasing the documents NCCBL gives the following entries : 

- BP AlC Dr. 

stomer A/C Cr. 

Before realization of proceeds) 

ead office A/C Dr. 

=OBP AlC Cr. 

Fo reign documentary Bills for Collection: 

nited commercial bank limiter forwards documents for collection due to the 

£ollowing 

Reasons: 

I he documents have discrepancies. 

I the exporter is a new client. 

The banker is in doubt. 

Foreign documentary bills for collection signify that the exporter will receive payment 

only when the issuing bank gives payment. The exporter submits duplicate EXP form 

& commercial invoice. Subsequently, the value of the bill is calculated and the 

following accounting entries are given: 



Head office AIC Dr. 

Client's AIC Cr. 

(@ 00 sight) .. 
Govt. Tax AIC Cr. 

(@ of invoice value) 

Postage AlC Cr. 

come AIC profit on exchange Cr . 

.... ~ i ed commercial bank limiter has NOSTRO account with its reimbursing bank. An 

= BP Register is maintained , where first entry is given when the documents are 

varded to the issuing bank for collection and the second one is done after 

-ea lization of the proceeds. 

=~ port bill scrutiny sheet: 

~a ks scrutinizes the export bill on them following points : 

General: 

C expired 

ate presentation. 

ate shipment 

C overdrawn 

Partial shipment or Transshipment beyond LlC terms. 

Bill of exchange: 

Amount of bill differs with invoice. 

ot drawn on LlC issuing bank. 

ot signed. 

Tenor or B/E not identical with LlC 

Full set not submitted. 

Invoice. 

Not issued by the beneficiary 

Not signed by the beneficiary. 

Not made out 1 name of the applicant. 

Description, price, quality, sales terms of goods not correspond to the credit. 

Not marked one fold as original. 

Shipping marks differ will BIA & packing list. 

Packing List: 

Gross weight, Net weight & Measurement, number of cartoonsl packages differ 

with BIL. 

Not signed by the beneficiary. 

Not marked one fold as original. 
n:1I _~ I _-1 : . __ . , A = ____ _ . r"tIi : lI. 



Full set of bill not submitted. 

B/L is not drawn or endorsed. . . 
" B/L shipping on Board" "Fright Prepaid" or "Freight Collect" etc. notat ions 

are not marked on the B/L . 
B/L not indicate the name and capacity of the party i.e. carrier or master, on 

whose behalf the agent is signing the B/L. 

Shipped on board notation not showing name or pre-carriage vessel/intended 

vessel. 

Shipping on board notation not showing port of loading a vessel name (incase 

B/L indicates a place of receipt or taking in charge different from the port of 

lading). 

Short form B/L 

Charter party B/L 

Description clauses or notations expressly declaring defective cond ition of 

the goods and / or the packages. 

Others: 

Non-negotiable documents not forwarded to buyers or forwarded beyond LlC 

terms. 

Inadequate number of invoice, packing list & others submitted . 

Short shipment certificate not submitted. 

Settlement of local Bill: 

1. The settlement of local Bill is done in the following ways : 

2. The customer submits the LlC to United Commercial Bank Limited along 

with the documents to negotiate. 

3. United commercial Bank Limited official scrutinize the documents to ensu re 

the conformity with the terms and conditions. 

4. The documents are then forwa rded . 

5. The LlC issuing bank gives the acceptance and forwa rds an acceptance and 

forwards an acceptance letter. 

6. Payment is given the customer on either by collection basis or by purchasi ng 

the documents. 
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Mode to payment of export bill underTtC: 

The most common methods of payment under a LlC are as !pllows: 

Sight payment credit: In a sight payment credit, the bank pays the stipulated sum 

immediately against the exporter's presentation of the documents. 

Negotiation Credit: In negotiation credit, the exporter has to present a bill of 

exchange payable to him in addition to other documents that the bank negotiation'. 

Acceptance Credit: in acceptance credit, the exporter presents a bill of exchange 

ayable to himself and drawn at the agreerl tenor (that is , on a specified futu re date 

event) on the bank that is accept it. The bank signs its acceptance on the bill returns 

i to the exporter. The exporter can then represent it for payment on maturity. 

Al ternatively he can discount it in order to obtain immediate payment. 

Back To back letter Of credit: 

A back to back letter of credit is a new credit. It is different from the origina l credit 

based on which bank under takes the risk under the back to back credit. In th is case, 

he bank's main security is original credit. Te original credit (selling credit) is separate 

instruments in dependent of each other and in no way legally connected , although 

hey both form part of the same business operation . 

The supplier (beneficiary of the back to back credit) ships goods to the importer and 

presents documents to the bank as is specified in the credit. It is intended that the 

exporter would substitute his own documents for negotiation under the origina l credit. 

His liability under the back to back letter of credit would be adjusted out of these 

proceeds. The exporter LlC is marked lien and no margin is taken. 

In UCBL papers / documents required for submission for opening of back to back 

LlC: 

aster LlC 

Valid import registration certificate (IRC) & tJxport registration certificate . 

Pro- forma invoice or indent. 

Insurance cover note with money receipt. 

LlC application & LCA form duly filled in signed . 

IM P form duly signed. 
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- a dition to the above the following ?ap~'rs/ documents are also required fo r export 

: - ented garments industries while requesting for opening back to back letter of 

alid bonded warehouse license 

extile permission. 

.. 

uota allocation letter issued by export promotion bureau (EPB) in favo r of the 

ap plicant in case of quota items 

I case the factory premises is a rented one, letter of discloser duly executed 

by the owner of the house I premises to be submitted. 

Clauses appear in the master LIe: 

Issuing bank is not reputed 

Advising credit by the advising bank without authentication 

I nspection clause 

Port of destination absent 

Nomination of specific shipping lairline of nomination of specified vessel by 

subsequent amendment 

No specific reimbursing clause 

UCP clause not mentioned 

Shipment Ipresent period is not sufficient 

Original document to be sent to buyer or nominated agent 

FCR or HAAWB consigned to applicant of buyer 

Negotiation is restricted 

LlC expires in the country of the issuing bank. 

Payment of back to back letter of credit: 

In case of bake to back as 60-90-120-180 days of maturity period, deferred 

payment is made. Payment is given after realizing export proceeds from the 

LlC issuing bank. 



= -re ign exchange remittance: 

-.:: i ance means sending of fund. The word remittance we ~nderstand sending or 

- 3 s erring of through a bank from one place top another place which may be within 

--e ountry or between two countries , one in abroad is called foreign remittance. 

= reign remittance" means purchase and sale of freely converted foreign cu rrencies 

~~ admissible "foreign exchange regulations act- 1947" and "guidelines for fore ign 

=-::: ange transaction - VOL. 1 &2 of the country. Purchase of foreign cu rrencies 

:~ stitutes out ward foreign remittance . 

we see that there are two types of foreign remittance: 

1. Foreign inward remittance 

2. Foreign outward remittance . 

Inward remittance: 

The remittance which is received from abroad are called inward remittance . 

Purpose of inward remittance: 

Indenting commission 

Family maintenance 

Gift 

Foreign investment 

Donation 

Export proceeds 

Others. 

Mode of inward remittance: 

Mail transfer(MT) 

Telegraphic transfer(TT) 

Payment Order (PO) 

Travelers Cheque (TC) 

Foreign currency notes 

Foreign demand draft (FDD). 



Outward remittance: 

Remittance which is made from our country to abroad is called outward remittance . 

Mode of outward remittance: 

Foreign mail transfer (FMT) 

Foreign telegraphic transfer(FTT) 

Travelers cheque (TC) 

Foreign currency notes 

Foreign demand draft (FDD). 

Present limit of outward remittance fixed by Bangladesh bank: 

Travel 

Education 

Seminar! workshop! conference 

Medical treatment 

Fees 

Family maintenance 

Foreign shipping lines lair lines! courier services company 

Dividend !Gain of foreign companies! shareholders 

Hajj 

Remittance of salaries and saving by expertise 

Expense of office opened abroad 

Remittance of royalty and technical fees 

Operating expense of Bangladesh shipping corporation & Bangladesh biman. 

Remittance against export claims. 

Subscription to foreign media services. 

Advertisement of Bangladeshi products in mass media abroad. 

Bank charges and sundries 

Taking out! bringing in of Bangladeshi taka. 

Submission of returns to Bangladesh bank: 

- e ads must maintain adequate and proper records of all foreign exchange 

:-a sactions including transaction on non-resident taka Ale in their book and furnish , 
_ _ ~ : _ . . 1 _ _ :~ .1.1 __ • _ _ _ _ _ ~:I ___ I _.1. _ J. _ ____ ._ .I._ I _ _ .L •• _._ ,c ._.~ _ .. 1_ . __ : __ :_ ._ .1._ .1.1 __ 
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Bangladesh bank. The purpose of sul5rhission return & statements to Bangladesh 

bank for keeping systematic and proper records of all dealings in foreign exchange 

including transactions on non-resident taka A/Cs. Sub~ssion of the returnsl 

statements to Bangladesh bank is very much important. Total picture of foreign 

exchange transaction of the country such as reserve of FC, FCs earned eXPQrt , 

wage earners& other reference and FCs paid through import, treatment, ed ucation , 

traveling etc can be ascertained after completion of these returns I statements 

submitted to Bangladesh bank by the Ads. 

Reporting of inland Lie settlements: 

Payments against inland LlCs in foreign exchange will be reported in summary 

statement S-1 or sales side as "payment against inland LlC" and the recipient AD wi ll 

report the receipt on the purchase side of S-1 as "receipt in settlement of inland LlC" . 

Date of submission statements to Bangladesh Bank: 

Operation on private non-resident taka of non bank clients. Quarterly with 12th day 

of following month. 

Monthly statement of outstanding payment commitment abroad. 

following month . 

By 15th of 

Commodity wise statement of imports LlCs outstanding as on each month end. 

10th of the following month. 

onthly statement of outstanding exports bills as of each month end . 

'he following month . 

15th of 

rrency wise daily position statements should be kept ready for immediate 

s mission to Bangladesh bank as and when called for. 



Despite tremendous popular support. spectacular Sllccess in terms of mobil ization 

of deposit and distribution of profit. Islamic banking in Bangladesh yet to ach ieve the 

desired level of success due to the absence of appropriate legal framework for carrying 

out Islamic banking operation in the country. All the Government approved secur it ies in 

Bangladesh are interest bearing. Beside . Islamic money market' is yet to deve lop . As (1 

r su t, t e Is amlC ~1 are C0111l11ltte to void iliterest. I cannot invest the 

p rmissi Ie p rt of their statutor~ liql idity reserve and s 10rt ~erm liq uidity reserve and 

sl ort ten 1 Iiqi,idity sf~l"in tho e se urities·D I I I 
espitf of tl:- 'esent limit tions. lic b king I systern has tremendous 

p tential ty mid prospect in Ban", adesl. Firstly. the SllCC sful l ~ unChillg and opermion of 
I I I I 

Is~amic ank~ in B !lg1ad fh has est blishe the ct th t b9nking r ithout interest is 

fi sible. Seco ldly, tl e lau hing 0 Is amic b Ilks I IS sho n tlie need~f-+s+a1:ni.€ money 
I ! 

the r::try. Thirdly. Is mi baoks have broug togfther many depositors and 
I : 

~~.\ri.leurs r their ful and coverage These- ositors aud....en~eur.s~ so long 

avoided interest-based banking on grounds of religious injections. 

The gradual and successful globalization of Islamic banking coupled 'vvith growing 

awareness of the people about its financial and social benefits makes it clear that the ne:-.: t 

century is going to be the century oflslamic banking. 
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We already discussed about our report. So we have also some recommend;] ions . 
. . 

If we developed our Banking side we firstly we need to spread islami economics t ;]sed 011 

holly quem and hadis over all country. Also need to understand to people \\h at is the 

different between inslami banking and conventional banking. Give opportunit) I'ur rural 

people to get islami banking. Rich people help to our poor people for bankin g side. 

Government should to take care very highly. It we doing this job we hope we will ac hiew 

our goal. 
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