The Pattern of Foreign Trade & Its Contribution to the Revenue ; a Case Study of Pubali Bank Bd


INTRODUCTION

1.1.0 Background of the study:

Banks play an important role in the business sector and promoting industrialization and economic development of a country. Banks provide necessary funds for executing various programs underway in the process of economic development.

Basically, Bank collects deposit from the customers at lower rate of interest and lends it to the borrowers at higher rate of interest considering the cost of fund. The difference amount indicates the operating profit of the Bank.

This report is originated for the partial fulfillment of BBA program under Department of Business Administration, Faculty of Business Studies, Stamford University Bangladesh. In this regard Mr. Mustafa Mushfiqul Haque, Asst. Professor & supervisor of the writer urged to prepare a report.
The reason behind choosing this topic is to know the mechanism of Foreign Trade operations and how much the earnings of Foreign Trade contribute to the total earnings of Pubali Bank Limited, to provide some relevant recommendations in favor of the Bank.

  1. Rationale of the report:

Knowledge and learning become perfect when it is associated with theory and practice. Theoretical knowledge gets its perfection with practical application. As our educational system predominantly text based, inclusion practical orientation program, as an academic component is as exception to the norm. As the parties, educational institution and the organization substantially benefit from such a program, it seems a “win-win situation”. It establishes contracts and networking contracts. Contracts may help to get a job. That is, students can train and prepare themselves for the job market. A poor country like Bangladesh has

an overwhelming number of unemployed educated graduates. As they have no thesis experience they have not been able to gain normal professional experience of establish networking system, which is important in getting a job.

That’s why practical orientation is a positive development in professional area. Recognizing the importance of practical experience, Department of Business Administration, Stamford University Bangladesh has introduced a three months practical exposure as a part of the curriculum of Bachelor of Business Administration program. In such state of affairs the present aiming at analyzing the experience of practical orientation related to an appraisal of Pubali Bank Limited.

1.1.2 Objectives of the study:

The objective of the project paper is to get acquainted with the real life organization to understand and orientation of application of the theoretical learning acquired from conceptual concentration in BBA program of Department of Business Administration, Faculty of Business Studies, Stamford University Bangladesh. However there are 2(two) types of objectives of the study:

1.1.2.1 General Objective:
      The prime objective of the study is to weigh up of the pattern of Foreign Trade & its contribution to the revenue: A case study of Pubali Bank Limited.

1.1.2.1 Specific Objectives:
      The specific objectives of this study are as under:

      ← To determine how a Bank deals international trade and the trade mechanism.

      ← To identify the pattern of Foreign Trade in terms of quantitative and qualitative in relation to the categories like Import, Export and Remittance.

      ← To evaluate the earnings from those three categories of Foreign Trade activities.

      ←

To recognize the trend analysis of the earnings from Foreign Trade of Pubali Bank Limited.

      ← To analyze the recommendations and suggestions for improving both the pattern of Foreign Trade and the trend of earnings from Foreign Trade.

1.1.3 Scope of the study:

The report is based on the operational functions of Foreign Exchange business i.e. Import, Export & Foreign Remittance of Pubali Bank Ltd, Foreign Exchange Branch and how they earn in that sector and its contribution to the earnings of Pubali Bank Limited.
The substance presented in this study may not be applicable anywhere outside Pubali Bank Limited of Bangladesh and will not be used anywhere except Department of Business administration, Faculty of Business Studies, Stamford University of Bangladesh.

1.1.4 Methodology:
It is always necessary and important to have a definite methodology to perform this type of project work. So the study followed a certain method to collect information about the foreign trade practices in the bank. This report is conducted on the basis of empirical study. A study on annual reports, various statements, files, documents, brochures and journals of the bank has been considered to prepare this report. Opinions of officers, executives and staff of different levels have also been considered for the study. The details are given below:

  1. Data Types:
      Both primary and secondary information is used to address the objectives of the study.
  2. Data Sources:
      1. Primary Sources:
        a. Discussion with officials:
          Primary data is collected from the officials, executives and staff of PBL by means of oral interviews. Interview has mainly conducted with the selected positions (from Assistant

General Manager to General Manager) of the bank. A total number of 25 respondents from different grades have been selected for this study using census method. Of them, 18(eighteen) employees were males and 7(seven) employees were females.
        b. Personal observations:
          It has been observed the actual scenario of the foreign exchange practices in Pubali Bank Limited.
        c. Desk works in different division.
          Business rule of foreign exchange and specific data have been collected through working in different divisions such as General Banking, Loan & Advance, Foreign Exchange.

    1. Secondary Sources:
        It includes annual reports, website, selected books, magazines, various documents & reports regarding foreign trade in PBL. Secondary information has also been collected from other reference materials, such as different journals and publications of Bangladesh Institute of Bank Management (BIBM).

  5. Data Analysis:
After getting all the information, the relevant ones have been compiled to a unified whole. Then analysis of the information is conducted in order to relate the secondary data with the primary ones. Afterwards, the data has been interpreted and presented in the report.

1.1.6 Limitations of the study:

The study is limited with the theoretical application in practical area of banking specially Pubali Bank Limited.   The substance presented in this study may not be applicable anywhere outside the Pubali Bank Limited and Department of Business Administration, Faculty of Business Studies, Stamford University of Bangladesh . The study does not cover critical analysis and implementations of comparative study in an intensive manner. The total report like “The

pattern of Foreign Trade & its contribution to the revenue: A case study of Pubali Bank Limited” is vast and not possible to make it over a night. So it is the hard task to prove all the information on that necessary segment which might make report more resourceful and out standing. I couldn’t prepare the report as the best of my capability because much information could not gathered for the recourses of confidentially. During the Banking hour there were many customers who has to be served time offered per customer was not adequate to ask about their satisfactory and dissatisfactory level in connection with Foreign Exchange Business and Foreign Remittance which might have helped to focus in more detail.
• Another limitation of this report is Bank’s policy of not disclosing some data and information for obvious reason, which could be very much useful.
• In case of performance analysis secondary data are used.
• This study completely depended on official records and annual reports.
• To prepare an analytical report need financial assistance. The financial assistance provided by the department is insufficient. In perspective of lack sufficient money, various types of analysis did not become achievable.
• The Bank is my employer and I had to perform my official duties at Foreign Exchange Branch, 54,Motijhel C/A, Dhaka-1000 during my Internship period so that I had no enough time to go here and there to collect more data and interview of the different officials/executives of the Bank frequently.
• Since the Bank i.e. Pubali Bank Limited is not a Bank with modern Banking Software or online banking procedure so required data is not readily available.
• Logistics support from the Bank was not that much sufficient

to collect or prepare the data instantly.

1.1.6 Structure of the study:

The Report is divided into five chapters. The report is organized in such a way, which will enable the reader to grasp the subject matter of the study from top to bottom. It will allow an assessment of subject.
    • First chapter provides the background of the study. It describes the objective, methodology and the scope & limitations of the report.
    • Second chapter describes the Banking Sector of Bangladesh & describes about the history of Bank and its Banking activities.
    • Third Chapter describes about the Foreign Exchange. It includes the description about the pattern of Foreign Exchange transactions i.e. Import, Export and Remittance.
    • Fourth chapter describes about the data analysis of inter Bank earnings over the years and how much the earnings of Foreign Trade contributes to the total earnings of PBL.
    • Fifth Chapter describes about the findings of the report, conclusion and suggestions & recommendation under study.

1.1.7 Abbreviations used:
PBL : Pubali Bank Limited.
PAD : Payment Against Document.
LATR : Loan Against Trust Receipt.
LIM : Loan against Imported Merchandise.
L/C : Letter of Credit.
DA : Document against Acceptance
DP : Document against Payment
IBP : Inland Bill Purchase
FBP : Foreign Bill Purchase
EDF : Export Development Fund
CAD : Central Accounts Division
ID : International Division
CCIE : Chief Controller of Import & Export
IRC : Import Registration Certificate
ERC : Export Registration Certificate
PIBS : Pubali Integrated Banking System
SWIFT: Society for Worldwide Inter bank Financial Telecommunication

(Verify)
CHAPTER - II
ORGANIZATIONAL PART: AN 

OVERVIEW OF PUBALI BANK LIMITED.

2.1.0 Banking sector in Bangladesh:
In 1971, Bangladesh, was East Pakistan, emerged as an independent country. In immediately nationalized the entire Banks expanding 3 Foreign Banks, six Nationalize Banks were thus formed. In 1983 a new policy was implemented allowing private sector participation in the industrialization. As a part of this process, two national commercial Banks were against denationalization and a number of Private Commercial Banks were allowed to operate. Among these Pubali Bank and Uttara Bank were the first to be decentralized.

  |Particulars                                                       |Number of Banks                         |
|Nationalized commercial Bank                                       |04                                     |
|Privatized commercial Bank                                         |30                                     |
|Specialize Bank                                                   |04                                     |
|Foreign Bank                                                       |12                                     |
|Co- Operative Bank                                                 |01                                     |
|Grameen Bank                                                       |01                                     |
|Total =                                                           |52                                     |

      Table 1: Schedule Banks in Bangladesh.

      Figure (2.0): Schedule Banks in Bangladesh presented in graph.

Banks play a very important role in International Trade. Now-a-day, no country can thrive without international trade. Moreover, Banks provide some

other non-trading service, like factory, issuing guarantee etc. when Banks are very much supportive to modern business.

2.1.1     Historical Background of PBL:

Pubali Bank limited the largest Commercial Bank in Private sector. The Bank was incorporated in the year 1959 under the name and style of Eastern Mercantile Bank Limited under company Act 1913. After liberation of the country in 1971, the Bank was nationalize as per policy of the Government of the People’s Republic of Bangladesh under the Bangladesh Bank (Nationalization) order 1972(PO No 26 of 1972) and was renamed as Pubali Bank. Subsequently, the Bank was denationalization in the year 1983 and was again incorporated in Bangladesh under the name and style of Pubali Bank Limited in that year. The Government of the People’s Republic of Bangladesh transferred the entire undertaking of Pubali Bank Limited, which took over the same as a going concern. There are 371 branches all over Bangladesh doing business as well as giving services to the people. The Head Office of the Bank situated at 26, Dilkusha Commercial Area on its fourteen-storied own building. It is listed in the Stock Exchanges at Dhaka and Chittagong as publicly traded company for its general class of shares.
It has a large asset position comprising of Tk89,884.70 million in December 2008. The Bank employs largest in private sector, which stood 5341 personnel in December 2008.
2.1.2 Management aspect of PBL:

The Bank was established primarily as Private Bank. After liberation it was nationalized and it remained so for quite a long period. Though it has been denationalized again and has gone back to its Private norm it could not get rid of all the rules and norms of Nationalized Bank. Like

any other business organization, the top management makes all the major decisions in PBL.
The Board of Directors being at the highest level of organizational structure plays an important role on the policy formulation. The Board of Directors is not directly concern with day-to-day operation of Bank. They had delegated their authority to the Managing Director who is assist by General Manager to look after the day-to-day affairs of the Bank.

The Bank is running by an excellent management team under the direct supervision of a competent Board of Directors. The Board of Directors comprises total fourteen members headed by the Chairman. Mr. Hafiz Ahmed Mazumder is the present Chairman of the Board. The Managing Director (MD) heads management team. Under him a General Manager (GM) heads each department of the Bank. Mr. Helal Ahmed Chowdhury is the present Managing Director of PBL.

The management hierarchy of Pubali Bank Limited is given below:

|Chairman                                                                     |

|Board of Directors                                                           |

|Managing Director                                                             |

|General Manager                                                               |

|Deputy General Manager                                                       |

|Assistant General Manager                                                     |

|Senior Principal Officer                                                     |

|Principal Officer                                                             |

|Senior Officer                                                               |

|Officer                       

                                              |

|Junior Officer                                                               |

|Sub-staff                                                                     |

Figure (2.1): The management hierarchy of PBL

2.1.3. Divisional aspect of PBL:

There are total fourteen divisions in the Head Office of PBL. List of various divisions of PBL is given below:

|Board Division                                                               |

|Human Resources Division                                                     |

|Establishment Division                                                       |

|Credit Division                                                               |

|Credit Monitoring & Recovery Division                                         |

|International Division                                                       |

|Central Accounts Division                                                     |

|Lease Financing Division                                                     |

|Consumer Loan Scheme Division                                                 |

|Information Technology Division                                               |

|General Services & Development Division                                       |

|Audit Division                                                               |

|Branch Operation Division                                                     |

|Law Division                                                                 |

            Figure (2.2): Divisions hierarchy of PBL

2.1.4 Nature of Business:
The Bank engaged in all types of commercial Banking services within the stipulations

laid down by Bank Companies Act 1991 and directives as received from Bangladesh Bank from time to time. All types of Commercial Banking Services are provided by the Bank within the stipulations laid down by Bank Companies Act. 1991 and directives as received from Bangladesh Bank from time to time. Mainly Pubali Bank Limited collects deposit from the people at lower rate and invests the same to the people again at higher rate.

And difference between lower rate of deposit and higher rate of investment is the earnings of the Bank. Pubali Bank Limited mainly invests in industrial sector like short term, Middle term as well as long term for import of capital machineries, establish new industry and working capital assistances with this Bank play’s a significant role in Bangladesh economy.
The function of the Bank mainly three categories:
  1. General Banking
  2. Credit and investment
  3. Foreign Trade (Import, Export & Remittance)

2.1.7 Capital, Loans and Advances:

The Bank has Authorized Capital of Tk. 500.00 Crore divided into 50,000,000 ordinary shares of Tk.100.00 each. Paid up Capital 12,00,000 ordinary shares of Tk. 100.00. Total loans and advances of the Bank stood as Tk.40386.65 million.

a) Interest on loans and advances is calculated on a daily product basis but charged   and accounted for quarterly on accrual basis. Interest on classified loans and advances kept in interest suspense account as per Bangladesh Bank instructions and such interest is not accounted for as income until realized from borrowers.
b) Interest is not charged on bad and doubtful loans and advances from the date of filing money suits against the borrowers.
c) Provision for loans and advances made on the basis of periodical

review by the management and of instructions contained in Bangladesh Banks circulars.

2.1.8 Fixed assets and depreciation:
PBL has Tk.1383.36million in Fixed Assets form in December 2008.
a)   Fixed asset other than land as stated as cost/revealed price less depreciation
b) Depreciations charged at rates prescribed by Bangladesh Bank on reducing balance method with the exception of motor vehicles and computers on which straight-line method is used.
c) Cost of lift is included in the premises and depreciated on reducing balance method.
d) Upon sale or retirement of any item of fixed assets, no depreciation is charged in the year of its sale and retirement, the net book value is eliminated from accounts and any resulting gain or loss is transferred to profit and loss account.
e) Full year’s depreciation at applicable rates is charged on addition to fixed assets made up to 30th September of each year and no depreciation is calculated on additions after that date.
2.8. Overall performance of PBL over the years at a glance:
    Table 2: Overall position of the Bank at a glance (for the years 2004-2008)
|                                      |As at 31st December (In million taka)                                                             |
|                                     |2004             |2005               |2006               |2007               |2008               |
|Authorized Capital                   |5000.00           |5000.00             |5000.00             |5000.00             |5000.00           |
|Paid-up Capital                       |200.00           |400.00             |1,200.00           |2,100.00           |2,94000.00         |
|Reserve Fund & other Reserve         |2,107.76       

  |2,481.21           |3,327.50           |3,832.09           |4,606.82           |
|Deposits                             |39,789.71         |44,503.33           |48,675.93           |57,996.82           |73,016.51         |
|Advance                               |27,542.33         |32,639.68           |40,386.65           |50,549.17           |61,788.15         |
|Investments                           |5,742.12         |5,536.84           |4,982.10           |5556.58             |8375.59           |
|Import Business                       |18,024.30         |26,033.80           |37,316.50           |48,345.41           |58,009.10         |
|Export Business                       |13,670.50         |15,721.10           |17,701.80           |19,907.50           |24,795.65         |
|Bridge Finance                       |7.80             |7.29               |7.14               |6.89               |6.89               |
|Total Income                         |3,455.32         |4,435.90           |5,494.49           |7,087.63           |9,009.25           |
|Total Expenditure                     |2830.41           |3,063.27           |3,684.43           |4,145.66           |5,563.39           |
|Pre-tax Profit                       |244.90           |1,042.63           |1,810.06           |2,941.97           |3,445.86           |
|Net Profit                           |134.70           |573.45             |845.53             |1,353.51           |1,515.23           |
|Total Assets                         |46,593.28         |52,671.44           |58,401.14           |71,560.66           |89,884.70         |
|Foxed Assets                         |545.40           |546.48             |1,369.07           |1367.23             |1383.36           |
|Other

Information’s                   |                  |                    |                    |                    |                  |
|Number of Employees                   |4,797             |5,088               |5,141               |5,270               |5,321             |
|Number of Shareholders               |6562             |7,591               |11,697             |19,009             |24,153             |
|Number of Branches                   |350               |350                 |356                 |361                 |371               |
|Earning per ordinary share (Taka)     |67.35             |143.36             |70.46               |64.45               |51.54             |

  Table – 2: Source of Data # (Annual report 2004 ~ 2008)
  Central Account Department, PBL

2.8.1 Branch Network:

PBL is the largest commercial Bank in private sector of Bangladesh. The Bank within stipulation lay down by the Bank Company Act 1991 and directives as received from Bangladesh Bank from time to time provide all types of commercial Banking services. It has 356 branches all over the country and also enlisted the Dhaka and Chittagong stock exchange as publicly quoted company for its general class of share.

  |Bank's Name                             |Name of Region/Zone                     |No. of Branches                         |
|                                       |Dhaka                                   |71                                       |
|                                       |                                         |                                         |
|                                       |                                         |                                         |
|                   

                    |                                         |                                         |
|PUBALI BANK LIMITED                     |                                         |                                         |
|                                       |Narayangonj                             |17                                       |
|                                       |Chittagong                               |53                                       |
|                                       |Sylhet                                   |43                                       |
|                                       |Moulvibazar                             |30                                       |
|                                       |Comilla                                 |25                                       |
|                                       |Noakhali                                 |18                                       |
|                                       |Mymensingh                               |23                                       |
|                                       |Rajshahi                                 |24                                       |
|                                       |Rangpur                                 |18                                       |
|                                       |Barisal                                 |26                                       |
|                                       |Khulna                                   |23                                       |
|                                       |Total Branches                           |371                                     |

  Table – 

03 : Nos. Branches in PBL allover the country in different zones.

2.8.2. Share Capital:
In the year 2008 the authorized capital and paid up capital of the Bank were TK. 5000 million and TK.2940 million respectively. Out of 24,153 shareholders, 04 nationalized institutions including the Govt. of People’s Republic of Bangladesh held shares of TK. 11.72 million. The remaining shares of TK.388.28 million were held by various institutions and individuals.
2.8.3. Statutory Reserve Fund and other Reserve:

During the year of 2008 the statutory reserve and other reserves of the Bank stood at Tk 2395.76 million, out of which statutory reserve was TK 1250.12 million, other reserve was TK 1145.64 million Capitals and reserve maintained by the Bank far exceeds statutory requirement.

2.8.5. Foreign Exchange Business:

    • Import Business:

      During the year-2008 the Bank handled import business worth of TK.58,009.10 million, the amount was Tk.48,345.41 million in the previous year-2007. The amount of import business handled by the Bank amounting increased TK.9663.69 million during the year 2008, which was 40.34% higher than the previous year.

    • Export business:

      The Bank handled export business worth TK 24,795.65 million during the year 2008 as against TK.19907.50 million in the previous year registering an increase of TK.4888.15 million over the previous year, which was 20.17% higher than the previous year.

    • Foreign Remittance:

      Non-resident Bangladeshis sent foreign exchange equivalent to Tk15230.18 million through the Bank during the year 2008, which was Tk.11773.00 million over the previous year. Thus inward foreign remittance increased by Tk.3457.18 million during the year,

which was 29.37% higher than the previous year.

2.8.6. Investment:

Total investment of the Bank was TK.5536.84 million during the previous year-2007. During the year 2008 under review total investment of the Bank decreased by Tk 554.74 million and stood at Tk 4982.10 million at the end of year. The sectors of investment were mainly the Government Bond, National Investment Bond, Treasury Bills, Bangladesh Government loan; Bangladesh Bank bills approved Debenture, Share and Debenture of the Commercial and Private institution and other approval securities.

2.8.7. Loans and Advances:

The total advances of the Bank during the previous year-2007 amounted to Tk 32639.68 million, which was Tk.40386.65 million during the current year-2008 registering an increase of Tk 7746.71 million. Classified loans have been reduced by 23.73 % from previously year.
In the interest of National economic development, the Bank made advances mainly in sectors such as Commercial Loan, Import & Export business, Term loan to large & medium scale Industries, House Building Loan, Working Capital loan, Consumers’ Credit, Lease Financing etc.
2.8.8. Profit Position of Bank:

Total income & total expenditure of the Bank during the year-2008 were Tk 9,009.25 million & Tk 5,563.39million respectively resulting in a profit of Tk.3445.86 million before making provision for bad and doubtful debts and income tax.

Net Profit Tk 845.53 million
Transferred to Statutory Reserve Tk       Nil million
Transferred to General Reserve Tk 845.53 million

2.8.9. Bank Expansion and Mobilization:

The number of branches of Bank has increased at 371 for the year ended December 2008. PBL has passed a very successfully year 2008 in achieving

operating Profit, substantial growth in business and revenue. To retain the continued growth the plan of PBL is to gave emphasis to diversify the income streams, enhance productivity, fee based earnings, foreign trade & remittance, develop computer software, skilled manpower, credit risk management efficiency with a view to attain success PBL has in the mean time developed owned computer software Pubali Integrated Banking Software (PIBS) which has been installed successfully as many as 82 branches. Rest of which are purchased from a software company namely A2ZBS. More branches will come under the purview of PIBS software in 2008.

CHPATER-III:

FOREIGN TRADE PATTERN: IMPORT, EXPORT &REMITTANCE

3.0.0 Import Business

Whole world has become a global village due to the dynamic change taken place in the field of finance. Foreign trade involves more than one country. It occurs between two countries or between the organizations of two different countries. Such trade normally benefits both the importer and the exporter. PBL provides Letter of Credit (L/C) facility for smooth functioning of foreign trade. There are 29 branches of Pubali Bank, which are authorized to deal with foreign exchange transactions. These branches are called Authorized Dealer (A/D).

The Import Policy Order covers a period of 5 years -the last one being for the period from July 1997 to June 2002. As per this Import Policy, goods and commodities are divided into 4 (four) groups as shown below:
a)   List of items banded for import.
b)   List of items import of which is subject to certain conditions.
c)   Foot note: This list contains further conditions with regard to import of items on
    banded list and conditional list.
d) Freely importable

items:   All items excepting those mentioned in the Banded list
    and conditional list are freely importable.

3.1.0. Import Policy Order (IPO):
Wide-ranging changes and expansion in the world trade owing to the process of evolution in globalization and free market economy have facilitated free flow of goods, which resulted in worldwide trade competition. In order to cope with the situation, steps have been taken to make the Import policy Order of the Government of the People's Republic of Bangladesh up-to-date in consonance with the emerging trends in the globalize and free market economy. Bangladesh has been pursuing steps towards liberalization of her Trade Policy.
The Import Policy is being published at the beginning of the 21st century also in consideration the impact of free global trade on the garment sector of the country after 2004.
3.1.1 Objectives Of Import Policy Order:

The Important objectives of the Import Policy Order are:

(i). To make the Import Policy Order (IPO) further liberalized to keep pace with the
      Gradual development of globalization and free market economy under the W.T.O.
(ii). To provide facility for import of technology for widespread expansion of modern
      technology.
(iii). To provide facility for easy import for the export support industries for the purpose of placing export industries on a sound base and with this end in view, co-ordinate the import policy of the country with the industrial policy, export policy and other development programs.
(iv). To make easier the availability of industrial raw materials for increasing competition and efficiency by gradual removal of restrictions on import of finished goods.
If the objectives stated above are

materialized it is expected that the import and export trade of the country will gain a new momentum.

3.1.2. Source of Finance:

Import may be allowed under the following sources of finance:
    ▪ Cash
    ▪ Cash foreign exchange (balance of the foreign exchange reserve of Bangladesh Bank)
    ▪ Foreign currency accounts maintained by Bangladeshi nationals working /living abroad.
    ▪ External economic aid (commodity Aid, Loan)
    ▪ Commodity exchange: Barter and Special Trading Arrangement (STA)
3.1.3. Definition of some Important Terms used in the Import Policy Order

    o ‘Basis of Licensing’ means percentage, rate or formula adopted for determining the share of an importer.

    o ‘Category’ means half-yearly import entitlement of a registered commercial importer.

    o ‘Commercial Importer’ means an importer who imports goods for sale in the same form.

    o ‘Entitlement’ means half-yearly requirements of raw materials or spares of an industrial unit assessed or recommended by the sponsoring authority.

    o ‘Industrial Consumer’ means a firm or a unit requiring materials for manufacture of is products.

    o ‘Licensing Authority’ means the authority appointed to issue licenses, permits and registration certificates and include Chief Controller, Controller, Deputy Controller and Assistant Controller of Imports & Exports.

    o ‘Permit’ means authorization without involving foreign exchange and include import permit or clearance permit or export permit as the case my be

    o ‘Repeat License’ means a license issued after utilizations of earlier license.

3.1.4. General Conditions of Import of Goods:
        ❖ H.S. Code Numbers:

For import purpose, use of H.S. code with

at least eight digits corresponding to the classification of goods as given in the schedule of the customs Act, is mandatory. No Bank shall issue L.C Authorization Form or open L/C without properly mentioning H.S. Code number for the item(s) correctly.

        ❖ Import against LCA Form:
All import transactions through a Bank (L/cs, Bank Drafts, remittances etc.) shall require LCA Forms irrespective of the source of finance.
Import against LCA Form may be allowed without opening of letters of credit in the following cases:

    ▪ Import of books, journals, magazines and periodicals on sight draft on usance bill basis.

    ▪ Import of any permissible items for an amounting not exceeding US dollar Twenty five thousand only during each financial year against remittance made from Bangladesh.

    ▪ Import under commodity aid, grant or such other loan for which there are specific procurement procedures for import of goods without opening an L/c

        ❖ Registration Certificate:

Fees for registration and renewal:

Registered commercial importers and industrial consumers have been classified into six categories on the basis of their value ceiling of overall annual import for the year 2005-2006 to 2007 -2008. IRC registration and renewal fees to be paid for the current shipping period as per following ceiling of annual import:

|Value ceiling of annual Import           |Initial Registration fees                 |Annual Renewal                           |
|                                         |                                         |fees                                     |
|Tk. 1.00 Lac                             |Tk.   1,000.00                             |Tk.   1,000.00                   

          |
|Tk. 5.00 Lac                             |Tk.   2,000.00                             |Tk.   2,000.00                             |
|Tk. 15.00 Lac                             |Tk.   3,000.00                             |Tk.   3,000.00                             |
|Tk. 50.00 Lac                             |Tk.   6,000.00                             |Tk.   5,000.00                             |
|Tk. 100.00 Lac                           |Tk.10,000.00                             |Tk.   8,000.00                             |
|Above Tk. 100.00 Lac                     |Tk. 15,000.00                             |Tk. 10,000.00                             |

Table –3.1 Initial Registration fees and Annual Renewal fees on Value ceiling of annual Import.
The following persons/ purposes are exempted from Registration
            (1). Govt. Departments
      (2). Local Authorities & Statutory Bodies
      (3). Recognized Educational Institutions
      (4). Hospitals
      (5). Import of Capital Machinery for own use
3.1.5. Documentary Letter of Credit-Concepts & Types:

3.1.5.0. Definition of L/C:

Documentary Letter of credit is a conditional Bank undertaking of payment.
For more illustration, Letter of credit is a conditional undertaking given by a Bank (Issuing Bank) at the request of a customer (applicant) to pay a seller (Beneficiary) against stipulated documents provided all other terms and conditions of the credit is complied with.

We can understand the total procedure of a Letter of Credit by the following Flow Chart:

        Offer

        Contract

        Acceptance

Figure (3.0) Total procedure of a Letter of Credit
3.1.5.1. Types of Documentary Letter of Credit:
      There 

are various types of documentary Letter of Credit:
        o Revolving L/C
        o Irrevocable L/C
        o Confirmed Irrevocable L/C
        o Back to Back L/C
        o Transferable L/C
        o Red Clause L/C
        o Green Clause L/C
        o Stand by L/C
        o Performance L/C

There are various types of documentary letter of credit.
1. Revocable Credit:
This type of credit can be revoked or cancel at any time without the consent of, or notice of the beneficiary. As per Article 8 (a) of UCPDC 500 “A revocable credit may be amended or cancelled by the Issuing Bank at any moment and without prior notice to the Beneficiary”.

2. Irrevocable Credit:
The Irrevocable Credit is a commonly used type of documentary credit. The Credit which cannot be revoked, varied or changed/amended without the consent of all parties – buyer (Applicant), seller (Beneficiary), Issuing Bank and Confirming Bank (in case of confirmed LC).

3. Confirmed Irrevocable Credit:
It is a credit of issuing Bank, which is opened at the request of buyer/importer upon a seller/exporter abroad through an advising Bank with a request to add confirmation. Advising Bank, the agent/correspondent of issuing Bank add their confirmation under credit line arrangement already existing between issuing Bank and advising Bank, i.e. in addition to the commitment of the issuing Bank the advising Bank makes its own, independent payment commitment when it add its confirmation. (Article 9 b, UCPDC 500).

4. Revolving Credit:
A Revolving Credit is one where, under the terms and conditions thereof, the amount of the Credit is renewed or reinstated without specific amendment to the Credit being needed. Revolving Credit may be revocable

or irrevocable. It can revolve in relation to time or value. But credit that revolves in relation to value is not in common use.

5. Back to Back Credit:
One credit backs another. It may so happen that the beneficiary/seller of an L/C is unable to supply the goods direct as specified in the Credit as a result of which he needs to purchase the same and make payment to another supplier by opening a second Letter of Credit. In this case, the second Credit called a “Back to Back Credit”. These concepts involve opening of second Credit on the strength of first Credit i.e., mother L/C opened by foreign importers.

6. Transferable Credit:
A transferable Credit is one, which can be transferred by the original Beneficiary to one or more parties. In transferable Credit, the original beneficiary becomes the middleman and transferee becomes the actual supplier of the goods.
It is normally used when the first beneficiary does not supply the merchandise himself, but is a middleman and thus wishes to transfer part, or all, of his rights and obligations to the actual supplier(s) as second beneficiary(s). This type of Credit can only be transferred once, i.e., the second beneficiary(s) cannot transfer to a third beneficiary. (Article 48, UCPDC 500).

7. Red Clause Credit:
A red clause Credit is a credit with a special clause incorporated into it that authorizes the advising Bank or confirming Bank to make advances to the beneficiary before presentation of documents. The clause is incorporated at the specific request of the applicant, and the wording is dependent upon his requirements. It is so called because the clause was originally written in red ink to draw attention to the unique nature of this credit. It specifies

the amount of the advance that is authorized, in some instances it may be for the full amount of the credit.

8. Green Clause Credit:
A Green Clause Credit is a credit with a special clause incorporated into it that which not only authorizes the advising Bank to grant pre-shipment advances but also storage cost for storing the goods prior to shipment. It is useful in situations where shipping space is not ready available, i.e., some African countries. It is so called because the clause was originally written in green ink to draw attention to the unique nature of this Credit.

3.1.5.2. Different Banks of a Documentary Credit:

1. Issuing Bank:
The Bank, which issues the Letter of Credit, is known as Issuing Bank.

2. Advising Bank:
The L/C issuing Bank sends L/C to its correspondent Bank in the Beneficiary’s country with request to advise the same to the Beneficiary after authentication of the Credit.

3. Negotiating Bank:
The correspondent Bank which negotiates the documents and pay the document value to the Beneficiary provided that all credit terms are fully complied with.
4. Reimbursing Bank:
As per instruction of LC issuing Bank, the correspondent Bank, which debits the Nostro account of LC issuing Bank and make payment to negotiating Bank or any other Bank.

5. Confirming Bank:
The Correspondent Bank, which confirms the LC of the issuing Bank and advises the
same to beneficiary after adding its confirmation.

3.1.5.4.   Operational Exchange Rate:

    • Exchange rate:
  This is the rate at which two national currencies are exchanged. The twin forces of market demand and supply of foreign currency determine the exchange rate. The demand for foreign exchange arises primarily in the course

of importing goods and services from abroad and making foreign investments and loans. The supply of foreign exchanges arises in the course of exporting goods and services and receiving foreign investments and loans.

    • Selling and Buying Rates:

  A foreign exchange transaction is either a sale or purchase transaction. That means a transaction could be either a sale transaction in which case conversion of domestic currency into foreign currency takes place, or purchase transaction in which case conversion of foreign currency into domestic currency takes place. The Bank would, therefore, quote two different rates of exchange:
  Selling rate i.e., a rate of exchange at which it would put through a Sale transaction, and

  Buying rate i.e., a rate of exchange at which it would put through a purchase transaction.

  We can understand more conveniently the above factor with the following flowchart:

3.1.6.   Import Procedures:
3.1.6.1 Documentary Requirements for Opening of L/C by the Importer:
The importer must submit the following papers along with L/C application before opening a Letter of Credit (L/C):

    i)   Valid Import Registration Certificate (IRC) (commercial/industrial)

  ii) Taxpayers Identification Number (TIN)/ Membership Certificate
  iii) VAT Registration Certificate
  iv)         Proforma/Indent Invoice duly accepted by the importer.

  iv) Insurance Cover Note with Money Receipt covering value of goods to be imported plus 10 (Ten) percent above.
    v) IMP forms duly signed by the importer.

  vi) LCA forms duly signed by the importer and incorporating New ITC number of at least 6 (six) digits under the Harmonized System as given in the Import Trade Control 

Schedule 1988.

  vii) Credit report of the supplier / country of supplier.

viii) Poet import finance (required or not)

  ix) Margin for opening L/c

    x) Authority /sanction

  xi)   Other documents/ papers etc.

Bank will supply the following papers:
    i)   L/C application form (Printed format)
    ii)   LCA Form
  iii)   IMP Form
  iv)   Charge documents

3.1.6.2. Application for issuing of a L/C:
L/C application form represents an agreement between the importer and the Bank to be stamped under, Stamp Act.
The importer would apply on Bank’s standard form to his Bank for issuing a letter of credit. In addition to recording the full details of the proposed credit, the application also serves as an agreement between the Bank and the buyer. The credit application must be clear and precise and generally included the following items:
    • Full name and address of the supplier, manufacturer or beneficiary (including his Bank).
    • Opener’s name and address (including Import Registration Certificate No. etc.)
    •   The total amount of credit asked for and whether the credit is a specific credit or a revolving letter of credit and amount of the currency in which the documents are to be drawn.
    •   The type of credit to be opened, i.e. whether revocable or irrevocable, confirmed or unconfirmed, transferable etc.
    • Tenor of draft (Sight/Usance)
    • Brief description of goods including quantity, quality, unit price and H.S. Code.
    •   L/c value for US$, DM, GBP etc.
    • The terms of sale, i.e whether the contract is on CIF, CRF, FOB basis.
    • Origin of goods, Place of shipment and destination.
    • Mode of shipment (Sea, Air, Truck/Rail etc.)
    • Last date of shipment,

Negotiation/presentation period (not over 30 days)
    •   Insurance cover note number and name of the company (the risks to be covered under the policy and the amount of insurance).
    • The details of the mode of shipment whether part shipment or transshipment will be allowable or not.
    • Mode of advising (Mail/SWIFT/Courier Service)
    • Instruction to Add confirmation
    • LCA number
    • Pre-shipment inspection
    • Other conditions (if any)

3.1.6.3. Formalities to Open Cash L/Cs:

With the little understanding of L/Cs and after completion of necessary formalities, the branch may now proceed for opening the credit on behalf of their own customers who maintain accounts with them, except Government organization.

On receipt of credit application along with the importer’s requisite papers, the Bank takes into consideration the following points:

i) The credit standing of the applicant is an important consideration Moreover, the amount of proposed credit, together with the drafts drawn under credits opened previously on behalf of the customer, should not exceed the total limit sanctioned for opening a letter of credit.

ii) The financial standing, market reputation and integrity of the customer to be examined.

iii) The nature of commodity to be imported, its marketability and durability and stability of prices will be considered to determine the margin asked for by the Banker for opening letter of credit.

iv) The Exchange and Import Trade Controls are supplementary and complementary to each other and so, before establishing a letter of credit, Bank must ensure that the credits conform to Exchange Control and Import Trade Control Regulations.

v) The marine insurance for transaction

is adequate.

vi) The opening Bank must also obtain a credit report of the beneficiary. The Bank has to satisfy itself that the exporter is a man of integrity and that he has the capacity to supply the goods contracted to be purchased by the importer. This may be necessary if the credit is for a large amount.

Vouching Procedure (at the time of opening a L/c):

a) Margin/Commission & Charges:

Dr. Customers/ Importer's A/c
Cr. Marginal Deposit A/c L/C Foreign (Cash)
Cr. Income A/c: Commission on L/C Foreign
Cr. VAT A/c
                  Cr. Income A/c (SWIFT)
Cr. Stationery A/c
Cr. Stamp in Hand A/c
                        Cr. Miscellaneous Income (PSI if any)

b) Creation of L/C liability:

Dr. Customers Liability under L/c (Foreign)
        Cr. Acceptance Liability under L/C (Foreign)
(Amount to be rounded off to the nearest thousand Taka)

3.1.6.4. Amendment or Modification of a L/C:
Once a letter of credit is opened, there are situations and reasons, may be within or beyond the control of either parties, when original terms and conditions need to be amended. These amendments may be changing of description of goods or enhancement or reduction in the value of Letter of Credit or it may be the extension of time for shipment and negotiation etc. In normal business, the Banks do not discourage the amendment to the Letter of Credit provided the amendment is within the validity of the license and other regulations in force are not violated. Before doing any amendment, written request is necessary from the importer who generally makes this request after obtaining consent of the supplier. Such amendment will, of course, be effective if all the parties to L/C, namely L/C opening

Bank, the advising Bank and the beneficiary, agree to it.

Article 9 (d) of the Uniform Customs and Practice for Documentary Credit (Publication 500) has very clearly advised that irrevocable credits:

“Can neither be amended or cancelled without the agreement of the Issuing Bank and Confirming Bank, if any, and the beneficiary”

These amendments must be advised by the opening Bank to the beneficiary through the advising or confirming Bank before the shipment is made.

The Branch may allow amendments to the L/Cs only upon requests of the L/C applicants that do not violate foreign exchange regulations and import control regulations. Necessary charges and/or margin (where L/C value in increased by subsequent amendments) are also to be realized/recovered from the customer before amending the L/Cs.

Vouching Procedure

      Dr. Customer/ Party Account
    Cr. Marginal Deposit A/c on L/C (Cash) (if the L/C value is increased)
    Cr. Income A/c: Commission on L/C Foreign
    Cr. Income A/c: SWIFT/Postal charge Recovered

3.1.6.5.   Shipment Validity & Expiry:

All L/Cs must specify shipment validity as per terms of the P/Invoice or indent or L/C application. However, shipment validity under any circumstances shall not exceed 9 (nine) months from the date of issuance of LCAF or registration of LCAF with Bangladesh Bank, except capital machinery and spare parts, shipment of which shall be made within 17 (seventeen) months. All L/Cs must stipulate an expiry date and a place for presentation of documents for payment/ acceptance.

Vouching Procedure

Dr. Customer’s A/c
Cr. Income A/c: Commission on L/C (confirmed)

3.1.6.6. Stipulation of Reimbursement terms and issuance of Reimbursement 

Authorization:

The branch shall stipulate reimbursement term in the L/Cs mentioning name of the Reimbursing Bank and Nostro Account Number (preferably in the country of the currency denominated in the L/Cs so as to avoid possible loss due to conversion of differential currencies). The branch shall issue and send Reimbursement Authorization to the Reimbursing Bank immediately after opening of the L/Cs.

3.1.6.7.   Cancellation of Letter of Credit:

An Irrecoverable L/C cannot cancel without the agreement of the beneficiary and the confirming Bank, if any. The branch, at the request of the importer, may approach the L/C advising Bank for cancellation of the L/C and such cancellation will only be effective upon consent of the beneficiary advised to the branch through the L/C advising Bank. However, the branch may cancel the L.C without the consent to the beneficiary, advising Bank and confirming Bank, if any, if the L/C expires and the branch receives no shipping documents within 15 days of expiry of the L/C. The branch should send a message to the concerned Bank advising such cancellation and closure of L/C file due to expiry of the same. The branch will then cancel the Reimbursement Authorization, which has been provided to the Reimbursing Bank while opening the L/C. The branch will reverse L/C contra liabilities, refund margin and recover charges from the L/C applicant as per schedule of charges.

Documents sent to PSI Company

Importer sends following documents along with application to PSI Company.

      L/C copy

      Photocopy of insurance cover note

      Copy of indent/pro-forma invoice

      PSI information and other relevant papers.

3.1.6.8 Shipment of Consignment and Lodgment of Documents:
There

may be two types of exporter:
    i) Merchant/Trade exporter
    ii) Manufacturer Exporter

If the supplier is a merchant exporter, he will immediately start packing and shipping the goods. If he is a manufacturer exporter, he will start manufacturing the item. In either case, he will ship the goods when ready and obtain full set of bill of lading etc. from the carrier company and submit the same to the negotiating Bank along with other documents that is called for in the credit.

The shipping documents usually obtained are:
    • Bill of Lading or Air Consignment Note or Post Parcel Receipt or Truck
    • Receipt
    • Bill of Exchange
    • Commercial Invoice
    • Certificate of origin
    • Packing list
    • Weight certificate
    • Consular Invoice where necessary
    • A copy of declaration of shipment made to the Insurance company (to be             submitted with original shipping documents)
    • Pre-shipment inspection certificate from internationally reputed surveyor.
    • Analysis certificate where specification of commodity is given.
3.1.6.9 Discrepancies in Shipping Documents:
The discrepancies found in the shipping documents presented under L/C vary from document to document and from shipment to shipment.
The discrepancies usually found in shipping documents are listed below, but this is not an exhaustive or even complete list, as the discrepancies vary from document to document, though apparently discrepancies do look alike. Their impact may not be the same keeping in view the relationship and importance of each shipping document with other documents asked for by the L/C opening Bank.
The usual discrepancies found are:
        ❖ L/C expired;
        ❖ Late

shipment;
        ❖ Late presentation;
        ❖ Amount drawn in excess of the letter of credit;
        ❖ Bill of Exchange not properly drawn;
        ❖ Description of goods differs;
        ❖ Interest clause in missing in bill of exchange, where stipulated;
        ❖ Bill of Lading or Airway Bill state;
        ❖ Bill of Lading ”Claused” Full set (of B/L not submitted or B/L not properly signed
and submitted;
      ❖ Bill of Lading is not manually signed by the master or an authorized agent of the
      Shipping company.
      ❖   Bill of Lading indicates that goods are carried on deck;
      ❖   Bill of Lading as issued under a charter party;
      ❖   Enough number of Bill of Lading not submitted as required by Letter of Credit;
      ❖ Invoice amount differs from that mentioned in the bill of exchange.
      ❖ Invoice is not certified as correct/signed by the exporter;
      ❖ The marking in invoice differ from that appearing on the Bill of Lading;
      ❖ Insurance cover not as per terms of L/C;
      ❖ Insurance cover obtained after the Bill of Lading or Airway bill date;
      ❖ Insurance risks covered do not agree with the requirements of the Credit;
        ❖ Insurance policy is not in negotiable form or not endorsed in Bank;
        ❖ Insurance does not cover the entire voyage;
        ❖ Insurance policy is not properly stamped;
        ❖ Negotiation under Letter of Credit restricted;
        ❖ The documents tendered are not issued by the authority specified in the Letter of
      Credit;
      ❖ Packing list and Certificate of analysis are not as per the terms of L/C.
      ❖ Documents not properly endorsed in favour of the Bank;
      ❖ Full shipment not effected,

and part-shipment prohibited;
      ❖ Gross weight and net weight shown in different documents differ;
      ❖ Some of the documents required by L/C not submitted;
      ❖ Documents inadequately stamped;
      ❖ Shipment made from and to ports other than those permitted in the relevant L/C.
      ❖ No indication of ”Freight paid” or ” Freight payable at destination” and
      ❖ Tenor of draft wrong;
3.1.7.0. Import Demand for Payments System:

3.1.7.1. Scrutiny/Examination of Documents:

Upon receipt of the documents the branch shall examine the documents with reasonable care the L/Cs and determine whether to take up or refuse the documents and to inform the negotiating Bank from which it received the documents within seven Banking days following the day of receipt of the documents.

It is the responsibility of A/D branch to make proper scrutiny and examination of import documents to ensure that.

    o Full set of document as stipulated in the credit had been received.
    o The document has been drawn strictly as per L/C terms.
    o The document is in order not discrepant.

If the documents appear on their face not to be in compliance with the terms and conditions of the credit, branch must reuse the documents by sending Notice to that effect by telecommunication or by other expeditions means to the negotiating Bank without delay but not later than the close of the seventh Banking day following the day of receipt of the documents.

Scrutiny and examination of import documents is very vital and important. FEB keeps a record of their checking on the negotiating Bank's bill forwarding schedule with a rubber stamp notation "Documents checked and found correct" duly authenticated by the respective

officer.
3.1.7.2. Checking of Import Documents:

Import documents are checked thoroughly and some specific points receive crucial attention that delineated below:
      ( The Letter of Transmittal

      1. It must be addressed to L/C issuing Bank
      2. It has ac current date.
      3. It relates to current Documentary number credit of the Bank.
      4. The documents enumerated are attached.
      5. The value of documents and the value mentioned in the cover letter are same etc.
      (     The Documentary Credit

      1. It is the correct referenced Documentary Credit
      2. It is still valid that nit not expired or cancelled.
      3. Available balance in tit is sufficient to cover value of drawing etc.

    • Bill of Exchange

      1. The draft bears the correct L/C number.
      2. The name of the drawer corresponds with the name of the beneficiary
      3. It is drawn on the correct drawer indicated in the L/C
      4. Amount in words agrees with the amount in figures.
      5. The beneficiary as duly signed the draft.
      6. The tenor is as required by the credit.
      7. The value of draft and the value of invoice are identical.
    • Commercial Invoice.

      1. Beneficiary as stated in documentary credit issues it.
      2. The description of gods. Value and unit price matches that stated in
        Credit as regards to the amount and currency.
      3. Value of invoice does not exceed the available balance of the credit
      4. The invoice is signed as required in the credit.
      5. The correct number of original copies is presented.
      6. The terms of delivery match with the terms of credit.
      7. In case of partial shipment, the invoice amount

corresponds
          Proportionally to the dispatched quantity etc.
    • Marine Bill of Lading

        ❖ The shipping company must issue it.
        ❖ Full sets of originals issued and presented.
        ❖ The consignee's name and address are correct as mentioned in the credit.
        ❖ The bill of lading bears issuing date, duly signed by the issuer and the name of ship papers.
        ❖ The port of departure and port of destination are correct.
        ❖ The bill of lading bears the "on board shipped" notation.
        ❖ It is correctly marked Freight prepaid of Freight to collect.
        ❖ The goods are consigned as stipulated in the credit
        ❖ The bill of Lading must be properly endorsed etc.

    • Airway Bill

        • The consignee's name and address and the airport of departure and destination are stated in the Airway bill are consistent and in agreement with the terms of credit.
        • The documents indicated the name of the carrier.
        • The issuer is the carrier or a named agent of the named carrier.
        • The airway bill indicates the actual flight date and flight number
        • The documents are signed by the courier.
        • The consignee's name and address and notify party's name address are correct.
        • It is correctly marked "Freight prepaid" of "Freight collect" etc.
        • The consignor's copy is being presented.

  (         Certificate of Origin

      • The country of origin of the goods as stated in the certificate agrees
          With the terms of the credit.
      • The certificate has been signed as required by the credit.
      • The certificate has been authenticated by the stipulated authorities.

    • Packing List

      • It is unique a document and not combined with any other documents.
      • The list contains all necessary information specially concerning the packing units.
      • The data on it is consistent with that of the other documents

  After scrutiny of import document if the above-mentioned points are found in order ad drawn as per credit terms, A/D branch shall make lodgment of documents.

    • Pre-shipment inspection:

To ensure the quality of imported goods and to become sure that imported goods are not radioactive pre-shipment inspection are performed by some government approved PSI Company. For different block different PSI Company works.
Block A : ITS-Interlake Testing Service.
Country includes China and Europe.

Block B : Inspectorate Griffith.
Country includes India, Spelunker, Bhutan, Nepal, Myanmar, Malaysia, Singapore, Thailand and south East Asia.
Block C : Bureau Varieties International
Country includes, Indonesia Japan, Korea, Taiwan, Indonesia, Pakistan, Australia, and New Zealand, UAS, Meddle East, Africa and others.

PSI not required for items such items include Dyes, Capital machinery, Poultry feed, Drug and medicine (They require manufacture and expiry date) Fruits, Computer accessories, Surgical equipment, Food items (They require Phytosanitery Certificate that is provided by chamber of commerce and industry of exported country).

3.1.7.3.   Lodgment of Import Documents:

While lodgment of the import bills under Cash L/C, A/D branch shall reverse the liability vouchers passed at the time of opening L/Cs.
a) Lodgment Voucher to be passed

Debit : PAD Account (Payment against Document A/C)
Credit: PB General A/C HO/ID
  Income Account (SWIFT)

  Documents handling Charge

b) Reversal of the liability Vouchers
Debit # Acceptance Liability under Foreign L/C
Credit # Customer Liability under Foreign L/C

c) Adjustment of PAD A/C
i) Debit :   Margin A/c
            Credit :   PAD A/C

ii) Debit :   Customer's A/C/ LIM/LATR
Credit :   PAD A/C (with interest if applicable)
Transfer of Margin to PAD account

After passing the above lodgment voucher, L/C margin is also to be transferred to the PAD Account.

The following vouchers are to be passed
Debit : Marginal Deposit A/c L/C (Foreign)
Credit: PAD Account

3.1.7.4. Lodgment with copy documents and creation of PAD:

Many customers enjoy L/C limit and post import finance facilities by way of LIM and LATR limits. After receipt of copy documents and to avoid demurrage in the port, such customer approaches the A/D branch to endorse the copy documents since.
Original documents are not being received, the A/D branch may not be aware of the total value of documents. In such situation, to meet the requirement of the customer and for endorsing copy documents A/D branch follows the following procedure:
The customer is to submit a written request to the Bank along with the copy of transport documents and invoice for endorsement.
The customer must confirm in writing that the documents have been accepted by him and even after receipt of original documents the same are also treated as accepted by him.
The customer has to issue undertaking to the effect that after receipt of original documents if it is detected that there exists any shortfall in the document value, such shortfall will be recovered from him by debit to his account.
For regular customer, if the sanctioned term of 

the L/C is to retire the document on first presentation by the customer, A/D branch shall recover full invoice value of documents plus estimated Bank charges form the customer.

After having an approval from Head office, ID for endorsing copy documents A/D branch follows some procedure and creates PAD.

3.1.7.5.   Retirement of Import Documents:

A/D branch shall issue and intimation letter to the customer to retire the documents on payment of Bank's dues in full. Receiving Bank's dues the branch shall pass the following entry:
a) For application of up to date interest
Debit :   PAD Account
Credit :   Income A/C (Interest on PAD)
b) Retirement Voucher

Debit :   Importer's Current A/C
  Credit : PAD A/C along with up to date interest

The documents will be delivered to the import of his authorized representative with due endorsement on the back of the bill of Exchange.

3.1.7.6 Clearance of Goods by the Bank:

Subject to prior arrangements, the Bank clears the goods from the port and stores the goods in Bank's go down. Bank clears the goods by the Bank's approved C&F agent and through C&F cell of the Bank. The branch must issue a very clear instruction as to the mode of transport for sending goods by road or road or mode through the nominated C&F agent for storage. After clearance of the goods, C&F agent shall arrange delivery of the goods to the branch authorized representative and branch stores the goods in the Bank's go down as per sanction terms.

3.1.7.7. Disposal of IMP Forms & Matching Customs Bill of Entry:

All applications for payment for imports into Bangladesh should be made on IMP forms. The IMP forms must be submitted in two folds by the importer or his duly authorized 

agent. In all cases of remittances for imports into Bangladesh, the importer must submit within 4 months from the date of remittance the relevant exchange control copy of the custom bill of entry of invoice certified by the custom authorities (in case of import by post).

The branch will obtain invoice, in duplicate, both of which will be certified by them as usual.
After recording in the IMP from the particulars of the remittance affected, the original copy of the IMP form along with a copy of the certified invoice shall be forwarded to Bangladesh Bank along with the usual monthly returns.
The branch will retain the duplicate copy of IMP form. Subsequently when the exchange control copy of the bill of entry customs certified the importer submits invoice, the particulars therein should be matched sand checked with those in the IMP forms and invoice filed earlier, to see if the merchandise for which remittance was made has been duly received in Bangladesh. If no material discrepancy in detected, the case should be considered closed with the duplicate IMP form, invoice and custom bill of entry/ custom certified invoice filed together for eventual inspection by Bangladesh Inspection Team.
Cases with material discrepancy between the particulars of merchandise for which remittance was made and the merchandise actually received as evidence by the exchange control copy of bill of entry/ customs certified invoice, and cases of non-submission of bill of entry/customs certified invoice within 4 months of remittance should be reported to the area office of Bangladesh Bank quarterly by 15th day of the month following the quarters ended March, June, September and December.

Certified that the amount of freight payable in

Bangladesh Taka _______ as indicated on the Bill of Lading No. ________ dated ________ in respect of _______ imported by Messrs. ________ from ________ per s.s. _________ has been duly endorsed on the Exchange Control Copy of the relative L.C. Authorization Form No. ______ dated ________ under out stamp and signature.
Date............................ Signature and Stamp of the

  Authorized Dealer

3.1.8.0.   Irregularities done by importers in Foreign Trade:

The importers normally import goods and services from suppliers of abroad dealing with contract in different forms like, Pro-forma Invoice, Indent, and Contract. Generally the supplier provides the terms and conditions with discussion to the importer through any of above mentioned forms and Importer gives his acceptance and then that is called Contract in terms of Contract Law and the same is submitted by the importer to the Bank to open a LC. There are some importers in our country who are involved in under invoicing, over invoicing and hundy business in case of opening L/c. Details of advantages due to such activities are given bellow:

Under Invoice: Under Invoice means if the price of merchandise in Proforma Invoice is less than the actual market price. The importer may take facilities by under invoicing at the time of opening L/C for following reasons:

a) Monitoring Reasons: These are only to get monitory benefits such as:

      i) Evasion the L/C opening charges.

  ii) Evasion Govt. Tax, duty, VAT, etc.

b) Strategic Reasons:   These are to overcome the rules of regulatory bodies and also get some financial benefits, such as:

          i) To overcome the restrictions of Advance Payment against import

by Bangladesh Bank.

        ii) To create the opportunity to transfer black money to white money.

Over Invoice:

If the price of merchandise in proforma invoice is more than the actual market price it may be treated as Over Invoicing.   The importer may take facilities by over invoicing at the time of opening L/c for following reasons:

i) In case of partnership business, if one partner is silent and another partner is active and wants to take advantage on him, he may take benefit by over pricing at the time of opening L/c and transfer the same to a separate account.

ii) To divert the fund to abroad for various reasons.

The Banker can protect the under pricing or over pricing by doing assessment of goods considering the current market price before opening of L/c and which is mandatory as per Import Policy order but due to lack of up-to-date data it is usually not possible to determine the same.

Hundy Business:

In hunny business persons are involved in the business where foreign currency exchanged from their native country to another without the help of banking channel. The persons involved in Hundy business may have their nominated representative in different countries. Hundy business may be occurred due to

- get more advantage at reduced cost as compared to banking channel..
- get facilities by reducing exchange rate as compared to Bank rate.
- avoid more formalities as compared to Banking channel.
- practice of under invoicing & over invoicing in opening of L/c.

3.1.9.0.   Import Finance of Pubali Bank Limited:

Pubali Bank Limited possesses 38 years of experience in Trade Finance like import, Export and foreign remittances. PBL’s broad international customer base, professional

insight and knowledge of the risks and rewards of international trade earned the bank a unique position in the industry. The bank offers world-class support across the worldwide buyer chain to minimize overall cost, maximize buyer base, and shorten administrative processes.

To enable customers to capture global opportunities, it has the extensive network of overseas banking partners and correspondents.
Pubali Bank Limited has a wide array of financing tools to ease your cash flow burden and help you grow your business.

Creation of LIM:

LIM stand for Loan against imported merchandise and LIM account is created on the same day of storage of the goods in the Bank's go down. The branch's authorized representative shall take delivery of goods from the representative of the C&F Agent/transport Company strictly as per invoice for storage of goods in the Bank's go down. Goods received from C&F Agent must be goods condition and in original packing without any tampering in the box/ packing is found tampered or broken, the delivery of goods be held up and the C&F agent/importer and the transport company be contacted at once and joint survey with the representative of the importer, Bank official and transport/ C&F agent shall be made before storage of the good. After storage of the goods in the Bank's go down the branch shall create LIM in the name of customer.
At the time of creation of LIM the branch shall pass the following vouchers.

      Debit   :   LIM A/C
      Credit :   PAD A/C (with up to date interest)
After creating LIM A/C, the branch shall inform the importer to take delivery of the imported goods from the Bank against full payment.
The LIM Accounts shall be properly maintained by the branches and 

to be balanced at the end of each month with the figure of General Ledge of the branch.

Necessary document for LIM

Following documents are sent to CDA branch for LIM
    • Bill or exchange
    • Invoice Bill of lading
    • Packing list
    • Customer purpose copy of import license number
    • Letter of credit Copy
    • Insurance cover note
    • Indent
    • Certificate of origin
    • Others

Creation of LATR:

LATR stands for Loan Against Trust Receipt in such arrangements. The import documents are delivered to importer by signing a Trust Receipt. Bank does not clear the goods from the port and does not take control of goods. Importer cleat the goods from the port and takes possession of goods under this control. On the stipulated date, importer pays the Bank's dues and LATR is liquidated for creation of LATR the branch is to pass following entry.

      Debit : LATR Account
      Credit: PAD Account with up to date interest

3.1.10. Taxes & Duties at Import Stages:
After shipment of goods the beneficiary/supplier prepare a full set of documents as per L/c terms and conditions and sent it to the importer’s L/c issuing Bank through beneficiary’s Bank. When the documents came to L/c issuing Bank, the Banker lodged the documents and handed over the documents to the Importer in payment of total amount of bill value and other charges.
Then the importers unloaded or take delivery the goods from Sea Port/Airport with the help of their C& F agents. During the period the agents of importer have to pay Import Duty, VAT, AIT etc. at the time of taking delivery/unloaded of goods.
Some of the imported goods are totally tax-free. Tax, VAT etc. charges are imposed at different rate on assessment value

considering the present market of merchandise of imported items.
Tax-free items are as follows: Capital machinery, Computer accessories, Poultry feeds etc.
Generally, Import Duty may charge 5% to 25% at import stages and in some cases it may be maximum of 100% and 200% also.
The importers have to pay import duty to the customs authority at the time of unloading of goods from sea port, airport, ICD Kamlapur, Benapole, Burimari etc. The import duty and other charges are imposed on the basis of imported merchandise under H.S. code.
|Name                     |Minimum                   |Median                       |Maximum                         |
|Duty                     |5%                         |12%                           |25%                             |
|vat                     |15%                       |15%                           |15%                             |
|ait                     |3%                         |3%                           |3%                             |
|idsc                     |4%                         |4%                           |4%                             |

In case of luxurious items, the import duty may be imposed @100%, @200% by charging supplementary duty with actual duty e.g. Private Car.
3.1.11. Import Business of PBL in different years:
|                               |                                     |(Fig. In Million Tk.)                     |
|Year                           |Amount                               |Growth (%)                               |
|2000                           |16872.00                             |0                                         |
|2001                           |12573.00                             |-25     

                                  |
|2002                           |10,500.00                             |-16                                       |
|2003                           |12,141.30                             |26                                       |
|2004                           |18,024.30                             |48                                       |
|2005                           |26,033.80                             |44                                       |
|2006                           |37,316.50                             |43                                       |
|2007                           |48,345.41                             |48                                       |
|2008                           |58,009.10                             |44                                       |
|                               |                                     |                                         |

3.2.0 Export Business

Literally, by the export we mean out earring of anything from one country to another. Export as sending of visible things outside the country for sale. Export trade plays a vital role in the development process of an economy with the export earning we met out import.
The total export business handled by PBL amounted to the TK 24,795.65 million as of December 31, 2008. Export items handled by the Bank in clouded jute goods, readymade garments, handicraft, shrimps etc.
Export of frozen foods or mainly shrimps has developed in recent years as an important export activity in Bangladesh. The sector obviously has a promise. It was the third largest foreign currency earner for the country in 2001-2002 fiscal years but earning in that year was below that of

the previous year. This pointed to the urgency of tanking steps to ensure steady higher earning from the sector. The country’s highest foreign currency earner, the Ready-Made Garments (RMG) industry, faced a similar situation of enforcing labor standards by getting rids of child workers.
Timely steps in this direction saved the RMG sector from serious adverse experiences. In the same manner, producers and exporters in the frozen food, Leather industry sector need to understand of importers and work sincerely to fulfill them as a way of ensuring the viability of their business.
A rich new vein of export earnings for the country can open up at a time when there exists much eagerness for understandable reasons to boost the foreign currency reserve. This is possible through the development of an export-oriented silk industry. Bangladesh has been on the world map as a silk producing country for a long time. It’s production of natural silk industry in order part of the Indian subcontinent. But India is among the top five countries of the world in respect of silk production whereas Bangladesh is a very tiny player in the world silk industry, not with standing the fact that it possesses hospitable natural conditions for the establishment of a large silk industry with a strong export- oriented component.

We can understand the total procedure of a letter of Credit by the following Flow Chart:
                                              EXPORT PROCEDURE
(Flow Chart)

                                                                Yes

          No

                            NO

            No
          Yes

Yes

Yes

No
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3.2.1. Legal Requirements:

Although payment aspect of

exports in Bangladesh Bank’s concern, physical aspect is controlled by the Export Policy Order (EPO) announced by the Ministry of Commerce. Bangladesh Bank has set out elaborate procedure and laid down detailed rules and regulations concerning exports and export payments. All exports, to which the requirement of declaration applies, must be declared on the Exp. form. The branch should before certifying any export form, consider and take notices of the following:

  i) The intended exporter shall have valid export Registration Certificate (ERC).

  ii) Payment for goods exported from Bangladesh should be received though the branch in freely convertible currency or in Taka forms a non-resident Taka account of a branch or a Correspondent abroad.

  iii) Commission, brokerage and other trade charges are admissible only up to a maximum of 5% of the value of goods. The charges beyond 5% may be admissible subject to prior approval of Bangladesh Bank.

  iv) In order to avoid any loss of foreign exchange to the country, the branch should see that

      ▪ Arrangements have been made for realization of export proceeds within prescribed period of 4 (four) months.

      ▪ Arrangements have been made for receipt of little to goods like Bill of lading, Airway Bill, etc. by the branch on shipment of goods.

      ▪ The EXP form is signed either by the exporter or one holding valid legal power of attorney form exporter and the terms of the power of attorney are such that both the exporter and the attorney be held responsible jointly and severally for realization of export proceeds.

      ▪ Bonfires of the buyers/ consignees abroad and their credentials.

  v) The branch and its officials certifying the export

forms as well as exporter render themselves liable to punitive action under the FER Act for delay in repatriation or non-realization of export proceeds.

  vi) In respect of export of goods by land route or by sea, the Bill of lading, Railway Receipt and documents of title to cargo should be drawn only to the order of Pubali Bank limited.

  vii) In respect of export of goods by air, the Airway Bill and other document of title to cargo should be drawn to the order of a Bank in the country of import nominated by the branch.

3.2.2. Scrutinization, Negotiation & Collection of Export Bill:

Upon receipt of the documents the branch shall examine the documents with the LC. If the documents appear on their face not be in compliance with the terms and conditions of the credit, the beneficiary may be advised to rectify the discrepancies, it possible. If the discrepancies are not possible to be rectified, the following ways are open for disposal of the documents.

3.2.2.1 Handling of Export Bills:

All exports from Bangladesh must be declared on the EXP from prescribed by Bangladesh Bank. In this regard, exporters shall submit a requesting letter whereby they confirm that all arrangement for shipment of goods have been made under a valid L/C. The EXP forms are required to submit to customs authorities after being certified by an A/D Branch. The A/D Branch will ensure that:

    o Each set of EXP form is duly filled in and signed by the exporter and duly certified by the branch.
    o Full particulars of EXP forms have been recorded in the prescribed register and assigned umber for each set of EXP form.
    o A/D branch shall maintain EXP register in the prescribed form given by Bangladesh Bank.
    

o After the A/D branch certifies the form it should be submitted to the customer authorities by the exporter along with the shipping bill at the time of shipment. The customer authorities, after filling the portion relation to them and affixing their seal and signature therein, will return the duplicate, triplicate and quadruplicate copies to the exporters. The customer authorities will forward the original copy to Bangladesh Bank.
The exporter must submit all the remaining copies of the EXP form along with the invoice etc to the A/D branch through whim payment in respect of goods exported is to be received. All shipping documents covering goods exported from Bangladesh and declared on EXP form must be passed through A/D branch within 14 days from the date of shipment. Duplicate of EXP from is sent to Bangladesh Bank by A/D branch within 14 days from the date of shipment of the goods covered by the form.

On receipt of the EXP and other documents A/D branches compare the signatures appearing on the Bills of Lading with the specimen signatures of the duly authorized officers of steamer companies on record to ensure genuineness do documents. A/D satisfies himself that the declaration made on the form is correct and the method of finance stated hereon is a permitted one. Here it is important that in no case the invoice value should be less than the value declared for customs purposes.

3.2.2.2 Time Period for Repatriation of Export Proceeds:
The period prescribed by Bangladesh Bank within which exporters must receive full foreign exchange proceeds of export is 4 months. A quarterly statement showing the particulars of overdue export bills is to be submitted to Head Office in prescribed form given by the Bangladesh

Bank.
3.2.2.3 Scrutiny and Checking of Export Documents:
Export bills and shipping documents should be scrutinized and checked properly. Particular attention should be given on the under noted checklist while examining the documents.
    • Export Letter of Credit

    - It has not yet expired.

    - It is the correct referenced export L/C

  - The available balance in the export L/C is sufficient to cover the value of     drawing.

2. Bill of Exchange:

      The bill of exchange is properly stamped of requisite value.

      The draft bears the correct L/C umber.

      The drawn on the drawer corresponds with the name of the beneficiary.

      It is drawn on the correct drawer indicated in the L/C

      Amount in words agrees with the amount in figures.

      The beneficiary has duly signed the draft.

      The tenor is as required by the credit.

      The value of draft and the value of invoice are identical.

3. Commercial invoice:

      Beneficiary as stated in documentary credit it.

      The description of goods value and unit price marches that stated in credit as regards the amount and currency.

      Value of invoice does not exceed the available blanch of the credit All the copies of invoices are sensed and certified as required in the credit.

      The correct number of original copies is presented

      The terms of delivery match with the terms of credit.

      In case of partial shipment the invoice amount corresponds proportionally to the dispatched quantity etc.

4. Marine bill of Loading:

      The shipping company or its authorized agent must issue it.

      Full sets of originals issued and presented.

      The consignee's name and

address are correct as mentioned in the credit.

      The bill of lading bears issuing date, duly signed by the issuer and the name of ship appears.

      The port of departure and port of destination are correct.

      The bill of lading bears the on board shipped' notation.

      It is correctly marked Freight prepaid of Freight to collect.

      The goods are cosigned as stipulated in the credit.

      The bill of Lading must be properly endorsed etc.

  5. Weight Certificate:

      The document is headed weight certificate.

      The total weight must agree with that stated in other documents.

      The various partial weights added up to the total weight.

  6.   Airway Bill:

      The consignee's name and address and the airports of departure and destination are stated in the Air Way Bill are consistent and in agreement with the terms of credit

      The documents indicate the name of the carrier.

      The issuer is the carrier of a named agent of the named carrier.

      The airway bill indicates the actual flight date and flight umber

      The document is signed by carrier.

      The consignee's name and address and notify to notifies name and address are correct.

      It is correctly marked "Freight prepaid" or "Freight collect" etc.

      The consignor's copy is being presented.

  7. Certificate of Origin:

      The country of origin of the goods as stated in the certificate agrees with the terms of the credit.

      The certificate has been singed as required by the credit.

      The certificate has been authenticated by the stipulated authorities.

8.   Packing List:

      It is unique a document and not combined with any other

documents.

      The list contains all necessary information specially concerning the packing units

      The data on it is consistent with that of the other document.

    9. Inspection Certificate:

      The document is headed inspection certificate.

      The details in the certificate agree with the terms of credit.

      The certificate contains full description of goods corresponding to the details given in commercial invoice.

      The certificate must be singed.

3.2.2.4 Negotiation of Export Bills:

A/D branch should examine and scrutinize export documents thoroughly to ensure that the export documents have been drawn in strict conformity with the terms and condition of export L/C. After examination of export documents if it is found that three is no discrepancy in the documents. A/D branches may negotiate the documents. Branch shall prepare the forwarding schedule to be sent to L/C issuing Bank properly with specific instruction for remittance of the export proceeds.

For negotiation or export bill Bank shall be pass the following entries.

Debit:   F B P A/C

          Credit: Customer's A/C

OD sight export bill buying rate prevailing on the date of negotiation shall be applied.

Separate FBP number is to be allotted for each export bill to be sent for realization of export proceeds. All particulars of export document are to be entered in FBP register before dispatching the documents to L/C issuing Bank. The forwarding schedule must be prepared properly with specific instruction how remitting Bank shall remit proceeds and in case of their default what they should do.

Branch must retain at least photocopy of the original bill of lading duly endorsed and also a photocopy

of invoice in file as record. The duplicate copy of EXP form shall have to be submitted to Bangladesh Bank within 14 days from the date of shipment by A/D branch.

3.2.2.5 Realization of Export Proceeds:

After realization of export proceeds the A/D branch shall pass the following entries:

Dr. PBG A/c HO/ID Tk.
            (+) Exchange A/c @0.25% Tk.

Cr. FBP A/c (if created) Tk.

Margin (Foreign/Local) Tk.
Doc. Handling Charges Tk.
Courier Service /Postage (in case of FBC) Tk.
Exchange A/c Tk.
Build-up Margin Tk.
Adjustment of Loans/Advances (if any) Tk.
Adjustment of others (as per party instruction) Tk.
Exporter's A/c Tk.
Source Tax on Export Tk.
Exporter's Retention A/c (if any) Tk.

Bank shall apply the same rate of exchange that earlier at the time of debiting FBP A/C.

3.3.0.     Opening of Back-to-Back L/C:

The garment industry in Bangladesh is allowed to import raw materials/fabrics and accessories free of duty under bonded warehouse arrangements. On receipt of Export L/C Garments and specialized Textile unit under bonded warehouse system is allowed to open Back to Back L/C for import up to maximum 75% of net FOB value of export L/C. for computation of FOB value, freight charges, insurance and commission involved in shipment of merchandise under the export L/C are to be deducted.

The export L/C which the Bangladesh exporter has received from abroad is commonly refereed to as Master Export L/C and the second L/C issued by the Bank in favor of textile mills is referred to as Back-to-Back L/C. The export L/C is separate transactions and are independent to each other.
Since the payment of Back to Back L/C is made

out of export proceeds, the Back to Back L/c is to be established on basis covering usance period of not more than 180 days and most of the time 90 days.

The import documents are to be delivered to the customer against acceptance and execution of trust receipt. The customer clears the goods from the port, manufactures the garments and makes the export. Export documents are submitted to the Bank for negotiation and collection of proceeds. The exporter is only entitled to receive his CM portion (Export bill value minus Import obligation) and Banks pay the CM portion to customer by purchasing the amount. After realization of export proceeds the import obligation under Back-to-Back L/C is being set aside for payment on maturity date out of export proceeds.

Before opening of any Back-to-Back L/C relevant documents should be scrutinized properly by A/D branch should ensure that’s areas follows

    ▪ The export L/C issuing Bank must be a reputed one
    ▪ The export L/C is a sight L/C and freely negotiable
    ▪ In case of terms of delivery FOB is preferable For C&F. freight Certificate is to be obtained.
    ▪ Reimbursement instruction of export L/C must be very clear.
    ▪ Quantity of merchandise with price must clearly be mentioned
    ▪ Port of destination must be clearly mentioned.
    ▪ Shipment period shall not be insufficient.
    ▪ L/C must bear the clause that it is transferable.
    ▪ Beneficiary and transferor must be identical.
    ▪ Transfer must be authenticated by advising Bank.
    ▪ The export L/C is to be authenticated by the advising Bank in Bangladesh.

3.2.3.1 Opening of Back-to-Back L/C on account of Garment Industry:

The following paper and documents will be required to

properly examine before opening of Back-to-Back L/C.
        ❖ Valid bonded warehouse license or current year. Back-to-Back amount must
      not exceed the bonded warehouse limit.
        ❖ Quota allocation letter from EPB mentioning quota category, number and
      quantity for quota items.
        ❖ Valid IRC and ERC.
        ❖ Permission issued by Ministry of Textile.
        ❖ BGMEA Membership certificates.
        ❖ Tax Identification Number.
        ❖ Valid trades authorize letter/C application form duly filled in and signed by
      the applicant.
      ❖ Original Master Export L/C duly authenticated by the advising Bank.
      ❖ Pro-forma invoice of indent duly accepted by the applicant.
      ❖ Insurance cover note with evidence of payment and premium
      ❖ LCAF duly filled in and signed by the applicant.
      ❖ Credit report on supplier.
      ❖ IMP form duly singed in Blank.
      ❖ Undertaking form the applicant of L/C that import documents, if drawn strictly
      as per L/C terms, accepted by Bank shall be treated as accepted by the applicant also.

There is need proper scrutiny of L/C application form, pro-forma invoice and quota allocation letter.

3.2.3.2     Shipment and usance period:

The shipment date is to be fixed on the basis of production capacity. Sufficient gap period in between the last shipment date of Back-to-Back L/C and the last date of Master Export L/C must be maintained. Usance period of Back-to-Back L/C is to be counted form the date of acceptance of documents.

In most of the times it appears that gap period is insufficient. This is risky because Bank deals in documents and not in goods. The customer accepts the documents and clears the goods

from port. The Bank is to convey the acceptance and maturity date to foreign Bank. The Bank cannot withhold the payment on maturity date on plea that his customer has failed to make export or export proceeds have not been received.

The Bank has to make payment of import obligation on maturity date. If the customer fails to export goods or even if the export proceeds has not been received by the branch is it make payment of its import obligation on due of payment by creating forced overdraft the account of customer.

3.2.3.3. Payment of Back-To-Back L/C against realized Export Proceeds:

A/D branch is to retain or set aside the amount of import obligation out of export proceeds to make payment of Back to Back L/C obligation on maturity date. Therefore, A/D branch only negotiate the CM portion that is the difference amount (value of export bill minus amount of import obligation) as admissible as per rule and pay the proceeds to customer in Bangladesh taka.
At the time of Payment of BB L/C branch passes following voucher in this regard -

Debit:   Margin / PAD Export A/c

Credit:   HO/ID (for Foreign L/C )
      or,   P.O./D.D. A/c (for local L/C)
  SWIFT /Postage Charges
              Comm. for P.O./D.D. charges
An IBCA is to be sent to Head Office in case of foreign L/C, ID mentioning the detail particulars the transaction.

The amount of import obligation is to be set aside by the branch from the export proceeds for payment on maturity date of payment. After realization of export precede A/D branch is to pass the following vouchers
Debit :   PB General A/C HO/ID
Credit : FBP A/C
(Conversion rate will be same as applied at the time of FBP)

Credit :   Margin Deposit L/C Foreign A/C
        (Mid

value national rate will be applied)

Credit   : Customer A/C
        (Prevailing OD sight export bill buying rate will be applied)

Credit :   Customers FC Retention A/C
        (Mid value notional rate will be applied.)
Credit   : Export Commission A/C

3.2.3.4   Lodgment of Import Bill under Back-To-Back L/C:

A/D branch shall make proper scouting and examination of documents after receiving of import documents under Bank-to-Bank L/C. If the documents are found in order branch shall make lodgment of the same.

Reverse of L/C liability is to be made as under

Debit :   Acceptance Liability under Foreign L/C
Credit   : Customer Liability under Foreign L/C

Since the L/C is being opened on usance basis 30/60/90/180 days PAD account must not to be created. Following vouchers are to be passed by the A/D branch for lodgment of documents under Back-to-Back L/C

Debit : Customer's Acceptance under L/C
Credit : Bank's Acceptance under L/C

No fund in foreign currency shall be purchased by A/D branch under Back-to-Back L/C the payment under Back-to-Back L/C will be made on maturity date out of export proceeds in due course.

3.2.5.0 Export Finance:

3.2.5.1   Packing Credit/Pre-shipment credit:

Packing credit/Pre-shipment credit is a short term credit sanctioned to an exporter to enable him to procure, process, manufacture, pack and ship the goods to the buyers abroad in conformity with the terms of export letter of credit received in favor of the exporter from 1st class foreign Banks.

    o Packing Credit/Pre-shipment Credit is utilized solely for the procurement of raw materials/goods to be shipped under the export L/C.

    o Goods purchased/manufactured under this arrangement shall

remain pledged or hypothecated to the Bank under direct supervision of Branch Officials to ensure timely shipment.

Goods manufactured and purchased under this arrangement are kept separate from all other goods and stock report singed by the exporter and certified by the approved shoppers or the approved forwarding and clearing agent or an authorized officer of the branch is to the submitted to the Branch

Goods to be fully insured against all risk Transit insurance to cover the goods into the port of shipment are also to be obtained.

The original letter of credit should be prominently marked with stamp “Under Lien” and retained with the branch so that the exporters cannot avail similar facility with any other Bank against the same letter or credit.

Before allowing the credit, an undertaking to be obtained from the exporter to deliver the shipping documents to the branch along with insurance policies and other documents required to be presented strictly in terms of letter of credit immediately after the consignment has been shipped.

Insurance cover under ECG (Export Credit Guarantee) scheme from Sadharan Bima Corporation covering all risk during pre-shipment/ post shipment period should be obtained.

Shipment is to be made through Forwarding Agents & Shippers approved by the Bank within the validity period of the export L/C.

Packing Credit/Pre-shipment Credit should be adjusted/liquidated by negotiation of export documents within the stipulated times as per terms of sanction letter

If the shipment of the goods covered by the exported letter of credit “under lien” with Bank is not made within the validity period of L/C, the credit allowed to the credit allowed to the exporter to be recovered by

debiting the exporter account maintained with the Branch. If sufficient balance is not available in the account, alternative arrangement to be made with having the goods already hypothecation/pledged with the Bank remaining the basic security and simultaneously insurance claim should be lodged with Sadharan-Bima Corporation under ECG Schemed after obtaining necessary permission from Head Office.

3.2.5.2 Export Development Fund (EDF) Loan:

Opening of L/C under EDF Loan:

Bangladesh Bank had created Export Development Fund (EDF) in 1988 for allowing re-finance to meet the import requirements of no-tradition exporters devitrifying in to higher value exports and new markets. Direct and indirect non-traditional Exporter, high domestic contents and Ready-made Garment exporters will be eligible to use the EDF fund.

Instead of opening usance L/C the Bank has to open Back to Back L/C at sight basis for import of raw materials and accessories against the master Export L/C, since the L/C will be at sight basis, the reimbursement or import obligation will be made from the Nostro A/C of L/C issuing Bank.
A/D branch shall make normal reimbursement instruction for payment of L/C by debiting Head office Nostro A/C abroad. After receipt of import documents under EDF, if the documents are in order and strictly drawn as per L/C terms. Branch shall submit application to ID for obtaining refinance form Bangladesh Bank. While making such application in prescribed form, FEB submit following documents along with application form

• Copy of bill of Exchange.
• Copy of bill of lading.
• Copy of invoice.
• Negotiation Bank’s forwarding schedule.

Upon receipt of application form along with above documents, Head Office,

ID, shall debit the concerned branch through General A/C and shall send IBDA to the branch mentioning FC amount, L/C number shall pass the following entry.

Debit : EDF Loan A/C

Credit : PB General A/C   HO/ ID

An EDF Loan account is to be created in the name of the customer and the rate of interest will be applicable as notified by Bangladesh Bank from time to time. Re-finance facilities under EDF are allowed in foreign currency and up to maximum period of 180 days form the date of payment under sight L/C. After realization of export proceeds, branch shall adjust the EDF loan account with interest out of the export proceeds. Thereafter A/D branch shall request Head office to refund the amount drawn from Bangladesh Bank along with interest in foreign currency. In this purpose Head office shall authorize Bangladesh Bank to debit Head office Clearing Account with it.

The rate of interest of be charged to customers under EDF lain, is being fixed by Bangladesh Bank on the basis of LIBOR+1% the rate of interest moves if LIBOR moves.
At the time of refund of any EDF loan to Bangladesh Bank, A/D shall retain 3.5% in case of new exporters and 2.5 in case of old exporters. The rate of interest prevailing on the date of negotiation will be applied for creation for EDF loan account.

Export Business of PBL in different years:
                                      (Fig. in million Tk.)
|Year                   |Amount                               |Growth (%)                             |
|2001                   |11,228.00                           |0                                     |
|2002                   |10,214.00                           |-9                                     |
|2003           

        |11,648.20                           |14                                     |
|2004                   |13,670.50                           |17                                     |
|2005                   |15,721.10                           |15                                     |
|2006                   |17,701.80                           |13                                     |
|2007                   |19,907.50                           |16                                     |
|2008                   |24,795.65                           |19                                     |
|                       |                                     |                                       |
|                       |                                     |                                       |

Case study: Non payment of Export Bill

An exporter of our Bank exports Ready Made Garments (RMG) in different countries against Export L/c, Purchase contract. Once there was a contract between our exporters (ABC Fashions Limited.) was agreed to export ladies sweater to France buyer (i.e. XYZ Fashion International) against Purchase Contract No. A2Z/209/2001 dated 24.10.2001. M/s PQ Designers Limited. was the nominated agent of the buyer. The payment term was that 45 days at sight from the date of acceptance. Although the exporter was not agreeing to deliver the said goods against contract with clause of 45-days deferred payment, the buyer's representative Mr. X insistent on execution of the said deal with assurance that local agent would take all risk & responsibilities for timely release of payment by the buyer against the contract.

Based on the assurance the ABC Company shipped the goods through XYZ Company on FOB

basis with issuance of inspection certificate by PQ designers Limited. and the said goods are delivered by their France counterpart who confirmed delivery of the goods. But the exporter did not receive payment from the buyer even after 183 days. In order to take necessary the exporter has to know favoring the agent, Dhaka office under the following points:

    ▪ No. of main B/L and name of the shipping line.
    ▪ Basis of delivery i.e under BG.

The importer's Bank advised for maturity date 30.01.02 through their telex message dated 06.12.01 & informed that this draft has been accepted on 30.01.02.

After that the importer's Bank informed that the draft has been returned on 05.02.02 unpaid for reason: "without advice from drawee".

As per banking norms, the exporter claimed for the payment immediately through their telex-dated 06.02.07, which was not accepted by them.

The exporter sent telex message several times to check their record & confirmed the actual date of payment. The buyer's Bank replied that documents were not presented inside L/c and therefore advice of acceptance is a drawee and not a Bank acceptance vide their telex dated 26.12.02.

ABC company claimed to the local agent for the last 9 months to get payment of the proceeds of USD17,850/- against buyer's Bank maturity confirmation date of 30.01.02, but due to buyer's negligence & reluctance they did not receive said the payment till date.
From the query of different corners the exporter came to know that the buyer is a Bangladeshi national and he was a regular cheater and have been holding payment of other garments suppliers of Bangladesh also.
The exporter's Bank once again requested the Bank to arrange release of payment within next

72 hours or return full set of original shipping documents failing which they wanted to complain to the central Bank of France.
On the other hand, the exporter also request the local agent to arrange release of the long pending bill by the buyer within 10 days, failing which, the exporter will have no alternative but to proceed for legal action under criminal procedures as per existing rules of the country.
3.3.0 Foreign Remittance:

Convertibility of Taka in current account transactions symbolized a turning point in the country's exchange management and exchange rate system. Now the operation of foreign currency accounts has been more liberalized. Funds from these accounts are freely remittable to any country according to the needs of A/c holders.

Authorized Dealer remittance means purchase and sale of freely convertible Foreign Currencies as permissible by the rules and regulations of Exchange Control Authority of Bangladesh Bank.

Remittance takes place in two types:
i) Inward remittance
ii) Outward remittance

3.3.1 Inward Remittance:

The term "Inward Remittance" includes not only remittances by TT, MT, Draft etc. but also purchases of bills and traveler’s cheques.

Generally, Inward remittance comprises:
a)   Remittance received by Drafts
b)   Remittance received by mail transfer
c)   Remittance received by telegraphic transfer
d)   Purchase of bills & travelers cheques

Remittance equivalent to USD 2,000 and above should be reported on "Form - C" therefore, after receipt of Inward remittance of USD 2,000 or above or equivalent, the A/D Branches, before disbursement of the same shall obtain declaration from the beneficiary in a prescribed form "Form C".

But declaration in “Form-C” will

not be required by the beneficiary against any remittance sent by Bangladesh national working abroad which meant for family maintenance. “Form-C” is required when remittance comes from abroad in the name of Firms, Companies, and NGO’s etc.
Remittance received against export should be certified and reported on EXP Forms, In case of remittance received in advance for exports, the A/D should obtain a signed declaration from the beneficiary on the back of the Advance Receipt Voucher certifying the purpose of remittance.

It may be mentioned here that Inward Remittance received through DD/MT/TT/TC should be reported on "Form-C". Remittance received against exports should be certified and reported on EXP Form.
There are three types of such accounts:
a) FC accounts
b) Resident Foreign Currency Deposit Account
c) Non-resident Foreign Currency Deposit Account

The Bangladesh Nations working abroad may maintain F.C. Account & brought Foreign Currency at the time of their return to Bangladesh. These accounts are termed as Resident Foreign Currency Deposits A/c.

One person can bring into Bangladesh for USD 3,000/- or above has been duly declared by them to the custom on Form FMJ at the time of arrival can be credited to F.C A/c or be encased in Bangladesh Taka within 30 days of arrival ( F.E. circular No.05 dated 04.02.03).

3.3.2 Outward Remittance:

Remittance from our country to foreign countries is called outward foreign remittance. The Authorized Dealer on behalf of Bangladesh Bank approves outward remittance. Only a few remittances of special nature require Bangladesh Bank's prior approval.

Any person who wishes to purchase foreign exchange must lodge an application for the purpose on a prescribed Form

with the authorized Dealer Branch. There are two types of application forms for outward remittances - "IMP Form" and "T/M Form".
a) The IMP form is designed to cover remittances for payment of import obligation.
b) T/M form is designed to cover all other types of remittances other than Imports.
    ➢ Outward remittance may be made for following purposes:

      a) Travel
      b) Medical Treatment
      c) Educational purpose
      d) Attending seminar etc.
      e) Balance amount of F,C. A/c
      f) Profit of foreign companies
      g) Technical assistance
      h) New exporters up to USD 6,000/- for business promotion
      i) F.C. remittance can be made for fare, exhibition from Export Retention Quota.

    ➢ Outward remittance in favor of beneficiaries outside Bangladesh may be made in any of the following manners:
      a) By issuing Demand Draft
      b) By issuing Mail Transfer
      c) By issuing Telegraphic Transfer

    ➢ Excluding payment of import obligation some commercial remittances may take place in the form or DD/MT/TT for under noted cases:

      i)   Remittance or Dividend to non-resident shareholders
      ii)   Remittance of profit of foreign firms and companies.
      iii) Remittance for import of Books and Journals
      iv) Remittance of pre-shipment inspection fees etc.
      v)   Remittance for issuance of Bank guarantee/performance Bond etc.

Original copies of all IMP Forms, T/M Forms covering remittance effected by A/D Branch must be submitted to Bangladesh Bank along with the appropriate return.

    ← Vouching procedure:

• Sale of cash FC notes:

When cash Foreign Currency notes are being sold by A/D branch to customer -
      Debit   : Customer's

A/c
      Credit : FC Cash in Hand A/c

    • Purchase of cash FC Notes:

When cash Foreign Currency notes are purchased by the A/D branch the entry will be
Debit : FC cash in hand A/c
Credit : Customer's A/c

3.3.3 Receipt of Taka Draft issued by different Exchanges and payment thereof:
The commercial Banks in Bangladesh conclude Taka Drawing Arrangements with different Exchange Companies subject to prior approval of Bangladesh Bank. The Exchange Companies remit cover of their drawings in US Dollar.
The Bank purchases such US Dollar and credits the Taka proceeds to the Taka account of the Exchange Companies. The Drafts are being paid by debit to the NRT A/c of the Exchange Companies provided the instruments are found otherwise in order.
Pubali Bank Limited concludes Taka Drawing Arrangements with different Exchanges Companies. The Bangladesh Nations of different status working abroad send foreign currency through PBL with the help of Exchange Companies.

Table 1: Country wise foreign remittance through different Exchange Companies are presented below (fig. in million):

|Sl No.|Name of the Exchange Company                     |Year         |Year         |Year         |Year         |Year         |
|       |                                                 |- 2004       |-2005       |-2006       |-2007       |-2008       |
|1     |National Exchange Co., UAE                       |537.79       |641.07       |516.96       |640.46       |673.59       |
|2     |Al-Muzaini Exchange Co., Kuwait                   |522.37       |591.15       |578.11       |661.17       |665.62       |
|3     |Gulf Exchange Co., Qatar                         |100.00       |147.35       |77.57       |97.91       |1052.97     |
|4     |Habib

Exchange Co., UAE                           |826.96       |1035.31     |1298.97     |1552.78     |904.87       |
|5     |National Exchange Co., Qatar                     |268.66       |318.83       |330.86       |291.57       |377.22       |
|6     |Al Mana Exchange Co., Qatar                       |38.52       |89.18       |92.61       |78.91       |4.81         |
|7     |Wall Street Exchange Centre, UAE                 |1385.60     |1273.72     |903.85       |1819.93     |1350.77     |
|8     |Trust Exchange Co., Qatar                         |326.12       |725.79       |821.34       |1355.02     |1433.92     |
|09     |Bahrain India Int'l Exchange Co., Bahrain         |58.93       |54.85       |49.27       |54.93       |42.83       |
|10     |Emirates India Int'l Exchange , UAE               |370.96       |220.52       |205.03       |274.40       |310.33       |
|11     |Mustafa Sultan Exchange Co., Oman                 |398.54       |510.69       |532.08       |785.95       |626.57       |
|12     |Al Ahalia Money Exchange, UAE                     |62.59       |119.93       |174.83       |301.04       |318.30       |
|13     |UAE Exchange Centre, UAE                         |283.60       |424.77       |439.45       |396.16       |556.20       |
|14     |Al Rajhi Trading Est, KSA                         |13167.60     |23605.01     |1571.60     |0           |0           |
|15     |Security Exchange Co., Kuwait                     |122.70       |224.36       |187.03       |70.06       |113.18       |
|16     |Redha Al Ansari Exchange Est,. UAE               |24.64       |63.91       |51.98       |61.91       |62.40       |
|17     |Eastern Exchange Co., Qatar                       |45.59       |19.78       |317.36       |318.30       |326.53       |
|18

    |Oman Exchange Co., Kuwait                         |43.05       |52.57       |500.70       |236.65       |496.88       |
|19     |UAE Exchange Centre, Kuwait                       |             |8.16         |61.02       |82.25       |89.26       |
|20     |Habib Qatar Int'l Exchange Ltd.,Qatar             |             |             |             |             |             |
|       |                                                 |             |367.06       |518.58       |697.08       |545.29       |
|21     |Al Ansari Exchange, UAE                           |             |25.20       |113.04       |202.36       |464.09       |
|22     |City Int'l Exchange Co., Kuwait                   |             |127.14       |475.84       |616.03       |641.49       |
|23     |Laxmidas Tharia Ved (Ex.) Co.,Oman               |             |             |             |             |             |
|       |                                                 |             |2.86         |32.90       |73.95       |169.52       |
|24     |Hamdan Exchange, Oman                             |             |1.00         |273.78       |464.88       |475.79       |
|25     |Musandum Exchange, Oman                           |             |0.60         |375.38       |630.31       |655.96       |
|26     |Federal Exchange Co., UAE                         |             |             |             |8.99         |20.46       |
|27     |Al Mono Exchange Centre, UAE                     |             |             |             |             |24.08       |
|28     |LARI Exchange Establishment, UAE                 |             |             |             |             |             |
|       |                                                 |             |             |             |             |67.42       

|
|29     |Al Mulla Exchange Co., kuwait                     |             |             |             |             |1017.09     |
|30     |Dollar Company Exchange, Kuwait                   |             |             |             |             |107.92       |
|31     |Zenj Exchange, Manama, Bahrain                   |             |             |             |             |159.75       |
|32     |Oman Int'l Exchange LLC, Oman                     |             |             |             |             |187.96       |
|33     |Oman & UAE Exchange, Oman                         |             |             |             |             |51.40       |
|34     |Wall Street Exchange Finance LLC, NY, USA         |             |             |             |             |801.06       |
|35     |Bangladesh Exchange Co. U.K.                     |             |             |             |             |70.90       |
|36     |Bank Al Bilad, K.S.A.                             |             |             |             |             |434.65       |
|       |T O T A L :                                       |18584.22     |30650.81     |10500.14     |11773.00     |15301.08     |

|Table 2: Country wise Wage Earner’s Remittance in different years (Fig. in million)                                         |
|                   |           |           |           |             |                 |             |             |               |
|Name of country     |12001       |2002       |2003       |2004         |2005             |2006         |2007         |2008           |
|UAE                 |1292.62     |1342.17     |2146.94     |3492.14       |3804.43         |3704.11     |5258.03       |4752.51         |
|Kuwait             |197.16     |422.66     |493.18     |688.12       |1003.38         |1802.70

    |1666.16       |3131.44         |
|Quatar             |187.51     |194.4       |290.08     |778.89       |1667.99         |2158.32     |2838.79       |3740.74         |
|Bahrain             |68.89       |93.74       |105.24     |58.93         |54.85           |49.27       |54.93         |202.58         |
|Oman               |77.84       |178.22     |272.55     |398.54       |515.15           |1214.14     |1955.09       |2167.20         |
|KSA                 |0           |0           |1449.7     |13167.6       |23605.01         |1571.60     |0             |434.65         |
|Middle East Total: |1824.02     |2231.19     |4757.69     |18584.22     |30650.81         |10500.14     |11773.00     |14429.12       |
|USA                 |0           |0           |0           |0             |0               |0           |0             |801.06         |
|U.K.               |0.00       |0           |0           |0             |0               |0           |0             |70.90           |
|Grand Total:       |1824.02     |2231.19     |4757.69     |18584.22     |30650.81         |10500.14     |11773.00     |15301.08       |

|Table 3: Inward Remittance from abroad in different years (2001 – 2008)                                             |

|Year                         |Amount                                   |Growth (%)                                   |
|2001                         |1824.02                                 |--                                           |
|2002                         |2231.19                                 |22                                           |
|2003                         |4757.69                                 |113                                           |
|2004                         |18584.22

                                |291                                           |
|2005                         |30650.81                                 |65                                           |
|2006                         |10500.14                                 |-66                                           |
|2007                         |11773.00                                 |12                                           |
|2008                         |15301.08                                 |30                                           |

|Table 4:   No. of Remitters who sent remittances from abroad in different years:                                         |

|Year                         |No. of Transaction                 |No. of Remitter                                 |
|2001                         |187047                             |65466                                           |
|2002                         |195156                             |66353                                           |
|2003                         |205890                             |70003                                           |
|2004                         |282476                             |87568                                           |
|2005                         |284118                             |99441                                           |
|2006                         |278314                             |89060                                           |
|2007                         |281064                             |87130                                           |
|2008                         |285677                             |98731                                           |

[pic]
|Table

5: Status wise ( Labour & others) Remittance from abroad   in different years (2002 – 2008):                                           |

|Status of remitter                                                                                   |2001   |% of   |2002   |% of   |2003   |% of   |
|                                                                                                     |       |total   |       |total   |       |total   |
|                         |                                 |                                                       |
|1983                     |0.54                             |-                                                       |
|1984                     |0.55                             |1.85                                                   |
|1985                     |0.84                             |52.72                                                   |
|1986                     |2.62                             |211.90                                                 |
|1987                     |5.28                             |101.52                                                 |
|1988                     |3.93                             |-25.56                                                 |
|1989                     |0.43                             |-89.05                                                 |
|1990                     |-18.82                           |-4476.74                                               |
|1991                     |-33.97                           |80.49                                                   |
|1992                     |-24.65                           |-27.43                                                 |
|1993

                    |-10.97                           |-55.49                                                 |
|1994                     |4.92                             |-144.85                                                 |
|1995                     |9.81                             |99.39                                                   |
|1996                     |31.75                             |223.64                                                 |
|1997                     |41.94                             |32.09                                                   |
|1998                     |10.00                             |-76.15                                                 |
|1999                     |30.72                             |207.20                                                 |
|2000                     |49.78                             |62.04                                                   |
|2001                     |62.65                             |25.85                                                   |
|2002                     |39.82                             |-36.44                                                 |
|2003                     |18.98                             |-52.33                                                 |
|2004                     |13.47                             |-29.03                                                 |
|2005                     |57.35                             |43.88                                                   |
|2006                     |84.55                             |47.43                                                   |

Source:   Annual Report, Pubali Bank Limited, various issues.

The Trend of Earnings of 

PBL in Different years (1983-2006)

4.1.2.2 Findings & Results from Foreign Trade:

From Table 1, there was an increase in the rate of net income except a few years. In 1988 the profit decreased by 25.56% in relation to 1987. It decreased 89.05% in the year 1989, 4476% in 1990, 27.43% in 1992, 55.49% in 1993, 144.85 in1994 and 76.15% in 1998. Profits are showing a wide fluctuating position after denationalization in 1983. The Bank incurred losses in 1990 to 1993. From 1994 the Bank showed an increasing trend in net profit except the year 1998 and 1999. The losses incurred by PBL from 1990 to 1994 were due to loan classification and provision reserve thereof as per BCD (Banking Controlling Department) Circular No.20. The net income of the Bank has increased by 43.88% and 47.43% as compared to preceding year.

The earnings of Foreign Trade has achieved by 25% of total income for the year ended December 2006, which is higher than previous year. (Table 2 & Table 3).

The net profit of the Bank stood at Tk.84.55 Crore posting 15.28% growth comparing the same of previous year. Maximum portion of income comes from Loans and Advances considering in all respect i.e. the Bank has achieved by 61% of total income, which is more compared to previous years. Rest 14% of total income has achieved from investment & others that indicates in decreased trend compared to preceding years (Table 2 & 3).

From the analysis of table-4, it is found that only 29 Authorized Dealer (AD) branches i.e. 8.25% of total 350 branches operate foreign exchange business. On the other hand, around 270 number of manpower out of 5141 i.e. 5.29% of total manpower are involved in such business/ transactions in our different branches and Head Office.
All

of the branches of PBL earn profit doing the business on the basis of Deposit, Loans & advances, Foreign Trade and to provide ancillary services to the customers. As a result around 60% income generate from Loans & advances where only 8.30% of total branches are involved in Foreign Exchange business as well as others and only 5.20% of total employees are involved in foreign exchange transactions.

So, considering the business volume of Foreign Exchange business (i.e. Import, Export & Remittance), No. of   AD branches and No. of manpower involved in Foreign Exchange related jobs it is found that a maximum portion of earnings has achieved by Foreign Exchange business of Pubali Bank Limited. It may be found that around 470% income generated from foreign exchange business considering number of employees involved in Foreign Exchange Department. On the other hand, around 300% income generated by foreign exchange business considering the number of AD branches that contributes to total income of Pubali Bank Limited.

CHAPTER - V:
FINDINGS OF THE REPORT, CONCLUSIONS AND SUGGESTIONS
& RECOMMENDATIONS:

5.1.1 Findings of the Report:

After analyzing Annual Report and other papers, data etc. and at the end of the analysis of the project report study on Pubali Bank Limited, it can be observed that –

    • It has discussed the overall activities of international trade, which covers Import, Export and Foreign Remittance of Pubali Bank Limited. PBL has better Foreign Trade portfolio over different years through its greater network in abroad and inside the country.

    • PBL has started SWIFT operation since 2005 instead of Telex for the correspondence of foreign trade transaction and with the aim of better customer

services.

    • It is found that the earnings of Foreign Trade contribute a satisfactory portion of income to the total earnings of Pubali Bank limited.

    • The maximum portion of earnings comes from foreign businesses by providing services to the customers on the basis of non-funding sources of financing. This kind of income depends on commission on issuance of L/C, different types of charges, SWIFT income and miscellaneous, exchange gain etc.

    • The income also comes from Import financing (i.e. PAD, LIM, LATR) and Export financing (i.e. IBP, FBP, PC, PAD Export, EDF Loan etc.) on the basis of funded (Cash) source of financing.

    • The fund management of foreign exchange business is strongly maintained by our International Division and Credit limit sanctioned by our Credit Division, Head Office. International Division (ID) is involved with different kinds of tasks i.e. to fix up exchange rate on the basis of our demand & supply, to maintain sufficient balance in our Nostro A/c with different foreign Banks of different countries. So, ID can play an important role to earn profit from foreign exchange businesses. ID also monitors all of the AD Branches of Pubali Bank Limited so that AD branches can do their foreign exchange transactions smoothly.

    • Experts told, on the basis of transactions, that the official remittance inflow increased due to the enactment of anti-money Laundering Act.
    • The inflow of foreign remittance has been maintaining a significant rising trend over 30 years despite fluctuations in migration of labour due to economic devastation and war in some destinations.
    • Diversified remittance services have already been launched by PBL as like as different commercial

Banks of the country arranging agreements with foreign remittance companies and Banks to remit the hard earned wage of expatriates within the same day or maximum two days even in the remote rural areas. It may be mentioned here that the connectivity between the foreign remittance companies and the concerned Braches of PBL has been established through our GPRS Modem (Edge) lying in our Branches.
    • The weakness lies on lack of modern and dynamic training programs pertaining to international trade & foreign exchange inside our country as well as abroad and skilled trainers & expertise on new technology, for instance, UCP 600 to operate foreign trade.
    • Banking services in Bangladesh is characterized as a highly competitive and highly controlled sector especially in the area of foreign trade. With a good number of Banks are already operating in the market and a few more planning to enter, the market is getting more and more competitive day by day.

Conclusively it can be noted here that Pubali Bank Limited has some strong position in some areas like deposit, advance, foreign exchange business, wide range in branches and manpower. As a result, it has strong position achievement in profit and EPS. PBL faced the struggles of nationalized era and dictatorship era in Bangladesh economy.

5.1.2 Conclusions:

It can be concluded that, since 1983, the Government of the People's Republic of Bangladesh started taking ownership reform measures in financial sector. Two out of six NCBs were denationalized and a number of private commercial Banks (PCBs) were allowed to operate by the government. It results competition and improves the level of customer services operation efficiency of the Banking sector. As a 

result of this competition peoples are favoring a lot, Banking services are improved, employments are generated and public money earns more and more securities and benefits which ultimately developing economy as a whole.

High fuel cost and relatively lowers technological use made us competitive in the world economy for operating foreign trade. On an average five (05%) percent of GDP growth made us consistent in economic sector. Banking sector ensures the growth. It results in high-tech introduction and positive competitive environment in financial sector especially within financial intermediaries (Banks). Introduction of high-tech services can ensure growth towards first generation Bank like Pubali Bank Limited.

The top management of PBL is always trying their best to improve their service quality to the customers and enhance the reputation in the Banking business in our country as well as abroad. PBL recruits a good number of fresh talents every year and invests handsome money for necessary training purposes to ensure the fulfillment of better service. Now, the slogan of PBL is "Think Bank, Lead Bank".

Whole world has become a global village due to the dynamic change taken place in the field of finance. Foreign trade involves more than one country. It occurs between two countries or between the organizations of two different countries. Such trade normally benefits both the importer and the exporter. PBL provides Letter of Credit (L/C) facility for smooth functioning of foreign trade. There are 29 Authorized Dealer (A/D) branches of Pubali Bank, which are authorized to deal with foreign exchange transactions.

Convertibility of Taka in current account transactions symbolized a turning point in the country's

exchange management and exchange rate system. Now the operation of foreign currency accounts has been more liberalized. Funds from these accounts are freely remittable to any country according to the needs of A/c holders.

The volume of foreign exchange business has been increasing day by day compared to previous years and the Bank is earnings more form foreign trade at low cost of fund and the earnings of foreign trade contributes significantly much more to the total earnings of Pubali Bank Limited. The strategic directions of the Bank has been clearly reflected and laid down in the Annual Budget 2006. The Annual Budget will be contributed to build up the Bank to a great extent.

Export trade plays a vital role in the development process of an economy with the export earning we met out import. The total export business handled by PBL amounted to the TK 17956.87 million as of December 31, 2006. Export items handled by the Bank in clouded jute goods, readymade garments, handicraft, shrimps, vegetables etc. A rich new vein of export earnings for the country can open up at a time when there exists much eagerness for understandable reasons to boost the foreign currency reserve.

The Budget 2006 is a challenging growth of 57.89% in terms of operating profit from that previous year. Deposits and Loans are projected to increase by 23.27% & 23.85% respectively and Import & Export business to rise by 36.92% & 81.62% respectively.

5.1.3 Suggestions & Recommendations:

Analyzing the pattern of Foreign Trade and its contribution to the earnings of Pubali Bank Limited we observe that the volume of out Foreign Trade in terms of Import, Export & Remittance has been in increasing trend. However, we can further improve

our performance; the following steps may be perused in this regard.

    ▪ Achieving Cost efficiency:
      There is much scope to achieving cost efficiency in foreign exchange transactions. In PBL, still most of the tasks are done manually. Maintenance of accounts, keeping related books and registers, opening L/cs, collection of funds, repatriation of proceeds etc. are exercised in outdated methods and manners. As a result, a lot of time is consumed and the whole procedure becomes cumbersome. Very often, it is associated with huge amount of opportunity costs. So, foreign exchange transactions should be brought in the reach of computerized system and integrated online networks. It will save the time of employees and will make the transactions easier. Excess workforce could be released to engage in some other tasks. So, cost will go down and efficiency of the employees will come up.

▪ Broadening the base of Foreign Trade:
      In Pubali Bank Limited, foreign exchange transactions are still limited to traditional items of Import, Export and Remittance. Nearly all AD Branches are involved with the export of ready-made garments. But in order to reduce the risk of fluctuations in export business, we should look for other items like jute products, leather products, vegetables, mushroom, frozen foods, agro processed products etc. If we can ensure that, a diversified basket of export items in our foreign trade portfolio, it will necessitate a long-term sustainability in foreign trade business.

    ▪ Undertaking new ventures:
      PBL may be introduced with modernize new era like Merchant Banking, Treasury operations, SWAP, Dealing Room operations or foreign currency dealings. Though it is difficult to transact

so such operations and it requires adequate manpower, but by introducing with the transactions and maintaining properly the PBL, International Division can increase the business volume of foreign exchange & earn more and can play an important role to the total earnings of PBL.

Besides the above, it may conclude the following suggestions & recommendations:

    ▪ Although PBL has developed its own Banking Software (PIBS), that is not so updated. It has been developed Foreign Exchange Module but does not yet operate all AD branches. As per my knowledge it is running in “Nayapaltan Branch-Pubali Bank Limited” as test basis. It should be immediately necessary to replace the manual banking process by efficient banking system for better business portfolio.
    ▪ Logistic supports such as automated software for L/C, vouching procedure etc. sufficient computer, scanner, printer etc. should be enriched.
    ▪ Manpower is the main asset of banking business to provide service to the customer. PBL should educate manpower and replace efficient manpower, which can be effective.
    ▪ The top management of PBL has to influence regularity bodies to implement few activities to smooth the business.
    ▪   PBL should diversify its array of carefully tailored products and services to cater to needs of customer segments and increase profitability.
    ▪ PBL normally determines the exchange rate considering the rate of other Banks. PBL should determine exchange rate as per actual demand and supply of the market.
    ▪ PBL should circulate to motoring the garment factories properly in terms of shipment, production, inspection etc. so that the export business is done properly.
    ▪ PBL has no Online Banking System yet so

that customer service cannot be provided promptly. Acquiring Foreign Remittance depends on prompt customer service and instant payment, which requires Online Banking system. So, PBL may be introducing Online Banking system to attract customer and provide better customer service and to remit the money in lesser period of time.
    ▪ PBL has arrangement with 36 Exchange Companies to remit remittance from abroad for which PBL has to bear high cost. So, it may take necessary steps to establish PBL exchange co. in abroad (at least in Middle Eastern countries like UAE, KSA etc) to get better service at reduce cost.
    ▪ PBL has to organize frequently different activities (i.e. fair) in abroad every year to attract the customers to remit their earnings in proper channel to proper person with no risk.
    ▪ [pic]Problem solves section of Foreign Remittance in Pubali Bank is not so organized like other banks. Shortage of equipment and manpower hamper its problem solves operation. So, problem solves section should have more equipped along talented personnel.
    ▪ Customer always wants the better banking services. Few banks also provide the ATM and Evening banking facility from any of their branches, but Pubali Bank does not have ATM and Evening facilities in all the branches. So PBL may ensure to provide such facilities to the customers and to regenerate revenue and increase the profit index per annum from the customers and also minimize the risk of robbery cash and the tension of the businessmen.
    ▪ PBL hardly exercises sells promotion policy, which will be a cause to its survival among all other new banks. As the other banks are tremendously exercise to improve the sells promotion, PBL should exercise sells promotion

practice.
    ▪ It may take necessary steps to increase their Authorized Dealer (AD) branches in addition to 29 (Twenty Nine) for expanding foreign trade area in the country for more earning from foreign trade.
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