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Executive Summary

Financial sector any country plays a critical role in transmitting monetary impulses to the entire economic system. Linde Bangladesh is one of the renowned gas companies in Bangladesh. They have different sectors through their product and services. 
I got an opportunity to work in the Finance and accounts of Linde BD for 4 months. Here I learned to review & verify invoices and check requests, sort, and code & match invoices from SAP. Set Invoices up for payment from SAP. Enter & upload invoices into SAP. Monitor accounts to ensure payments are up to date in the SAP. Monitor Accounts to ensure payments are up to date in the SAP. Maintain vendor’s files. Prepare payments for vendors and employee. Process the invoices to SAP software and also tax and vat deduction.
Being an intern in Finance department, I got the opportunity to see the evaluation of credit risk management. Moreover, it also gives a picture what had done during the four months long internship at Linde Bangladesh, and how my work benefitted not only the firm but also myself. Finally, with a proper recommendation which can further enhance the capabilities of Linde Bangladesh to an un precedent ad level has also been documented. Despite having challenges I tried to produce this report with as much information as possible with the amount of recourse I had.
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1. Introduction:



1.1 Introduction
Here, I have been  assigned to complete this internship report-writing project as the requirement of our Bachelor of Business Administration program at United International University which will be submitted to our respectable Instructor Mr. Muhammad Enamul Haque .
For completing internship project I have gone to Linde Bangladesh to take the real life experience of activities from 28 august, 2017 to 28 January 2018 to fulfill the internship. 

1.2 Origin of the study:
As part of the program I have joined Linde Bangladesh Limited (Formerly Linde Bangladesh Limited) as an Internee and selected the topic “Financial Performance Analysis of Linde Bangladesh Limited”. This internship is an orientation to the entire working experience of Linde Bangladesh Limited. 
As my major is Finance I have done my report on “Evaluation of Credit Policy Of Linde Bangladesh Limited”. I have prepared this report to fulfill the partial requirement of BBA program. While doing this report I had got a great opportunity to have sound knowledge about the activities of Multinational Company.
1.3 Objective of the study:
The broad objective of the report is to analyze the credit policy system of Linde Bangladesh Limited.
1.4 Specific objective:
· To analyze the financial statements of  Linde BD Ltd
· To calculate different Financial Ratio
· To Compare previous year’s  performance by doing Horizontal Analysis
· To Present the after and before take over Condition of Linde BD
· To identify the findings and raise possible recommendations for Linde BD Ltd.
1.5 Methodology of the Study:
This study utilized the quantitative research methodology. In order to investigate the credit policy, accounting information were derived from annual reports of the Linde Bangladesh Limited for the eight consecutive years. It used synthesized information collected from Annual reports, journal.


 
1.5.1 Primary Sources:
· Taking to the organization  employees 
· Direct Observation
· Interviewing Chief  Financial Officer
1.5.2 Secondary Sources:
· Company Websites
· Annual report
· Revise of relevant files 
· Official records  

1.6 Limitations:
The study is conducted with an objective to make a thorough study of the credit policy analysis of Linde BD. I am a student of Finance but as an Intern it was a great opportunity for me to know the credit policy during my study.  These obstacles may be termed as the study. These limitations are as follows –
	
· Time provided for conducting the study is another important constraint
· Deficiencies in data required for the study
· Management Information Systems are a very wide spectrum
· Because of policy restrictions many useful data was not available.
· The one of the main limitations of the study was to conduct a small scale
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2. History Of Linde Limited



2.1 History:
The Linde Group, registered as Linde It supplies a variety of gases to the petroleum, electronic, steel manufacturing, metal producing and fabricating, construction, ceramic, and food and beverage industries. Its principal related companies operate in over 60 countries across the globe, which was founded by French brothers Arthur and Leon Quentin Brin and subsequently disposed of its non-gas interests. 
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2.2 Linde at a Glance:
· 1879–1890: Refrigeration pioneer to international technology leader
· 1891–1934: From air liquefaction to air separation
· 1935–1974: War economy, collapse and economic miracle
· 1975-2004: Becoming a global player, acquisition of AGA AB of Sweden which was followed in 2004 with the divestment of the original core of the Linde business - the refrigeration division to Carrier Corporation of the USA.
· In 2006: Acquired The Linde Bangladesh Group for €11.7 billion in cash and  Following the acquisition, the combined gas and engineering group was rebranded as ‘The Linde Group.
· In 2006: Acquired The Linde Bangladesh Group for €11.7 billion in cash and  Following the acquisition, the combined gas and engineering group was rebranded as ‘The Linde Group.
· In 2011: PT Linde Indonesia, a subsidiary of the Linde group, announced its plan to build an air separation plant in Celeron, Banten.















2.3 Linde Worldwide:




3. History Of Linde Bangladesh


3.2 Nature of Business:
The company’s principal activities are manufacturing and supply of industrial and medical gas, welding products and equipment’s and ancillary equipment. The Company also earns rental from cylinder used by the customers and from vacuum insulated evaporators installed at customer’s premises.
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3.3 Linde BD Milestones at a Glance:

· 1958: Pakistan Oxygen Limited
· 1971: Renamed as to (BOL) Bangladesh oxygen Limited.
· 1973: As the first fulfill company incorporated in the joint stock companies and received the approval from Government.
· 1976: CO2 plant was firstly introduced.
· 1979: Started journey of welding training centre.
· 1995: They changed their name from “Bangladesh Oxygen Limited” to “Linde Bangladesh Limited”.
· 1997: They commissioned ASU plant in Rupganj
· 1999: They bought Shitalpur plant over with 20TPD production facility.
· 2000: They commissioned LPG and ASPEN plant.
· 2004: They moved into newly built Corporate office. 
· 2006: The Linde group Acquisitioned the plan
· 2010: Achieved BDT 100 Core Profit

3.4 Vision, Values and principles Of Linde BD
3.4.1 Vision:
The Linde Group’s vision is to be the world’s leading global gases and engineering group - admired for our people, who create innovative solutions that make a difference to the world.
3.4.2 The Linde Spirit:
Our core values are anchored in the Linde Spirit, our corporate philosophy. All of our actions are guided by a strong commitment to corporate integrity
3.4.3 Values:
· Empowering people: People are given the space to contribute and grow.
· Innovating for Customer:  Relentlessly we have pursued some new ways to add value for our external customers.
· Thriving through diversity: Diversity results in enriched collaboration and enhanced solutions.
· Passion to excel: We have the commitment and drive to pursue ever higher standards of excellence and we celebrate success.
3.4.4 Principles:
· Safety: The Linde Group will avoid to harm people and society.
· Integrity: Our actions are honest, fair and ethical. 
· Sustainability: We are focused on today's success, but accept our responsibility for future generations.
· Respect: Every human being deserves to be treated with respect
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3.5 Linde BD Shareholders:

The Linde Bangladesh  limited holds 60% shares,15.6% is owned by investment Corporation of Bangladesh,1.3% is owned by Sadharan Bima Corporation,3.4% is owned by Bangladesh Fund and 19.7% is owned by other Shareholders. The graph will make it clear.



3.6 Share Capital:
	Price per share
	Tk 10

	Total Number of share
	20,000,000

	Capital of authorized share
	200million




4. Credit Policy



4.1 Credit Policy:
A company's policy on when its customers should pay for goods or services they have ordered a government's policy at a particular time on how easy or difficult it should be for people and businesses to borrow and how much it should cost.
Clear, written guidelines that set 
· The terms and conditions for supplying goods on credit.
· Criteria of customer qualification
· Making collections procedures
· Customer delinquency steps

Several factors are used as part of the credit management process to evaluate and qualify a customer for the receipt of some form of commercial credit. This may include; gathering data on the potential customer’s, current financial condition including the current credit score.

4.2 Credit Types
There are many types of credit, including but not limited to bank credit, commerce, consumer credit, investment credit, international credit, public credit and real estate.

4.2.1 Trade credit
The word credit is used in commercial trade in the term "trade credit" to refer to the approval for delayed payments for purchased goods. Credit is sometimes not granted to a person who has financial instability or difficulty. Companies frequently offer credit to their customers as part of the terms of a purchase agreement. Organizations that offer credit to their customers frequently employ a credit manager.
4.2.2 Consumer credit
The cost of credit is the additional amount that has been that borrowed and has to pay by the customer. Sometimes interest is charged depending on the time and procedures.
The goal of APR promotions is the fact “TRUTH OF LENDING” that creates potentiality between competing products. Optional charges are not required in APR. So if the customer are likely to take insurance then the cost of insurance are not be included in APR charge.
4.2.3 Tax credit 
A tax credit is a tax incentive which allows certain taxpayers to subtract the amount of the credit from the total. It may also be a credit granted in recognition of taxes already paid, or a form of support for low earners.
Incentive tax credits may be used to encourage behaviors like investment or parenting. 
4.2.4 Government debt 
The Public debt known as Government debt, this is owed by a central government. The “government deficit” annually refers to the difference between spending in a single year and government receipts to increase of debt over particular year.
Government debt is method of government operation of financing. Government can create money to monetarism their debts and thereby the need to pay interest. This practice can reduces interest cost of government by canceling government debt and can result in hyperinflation if used unsparingly.
4.2.5 Real estate 
Real estate is "property consisting of land and the buildings on it, along with its natural resources such as crops, minerals, or water; immovable property of this nature; an interest vested in this (also) an item of real property; (more generally) buildings or housing in general. Also: the business of real estate; the profession of buying, selling, or renting land, buildings or housing.

5. Organizational Structure of Company:
2. 


5.1 Organogram of Linde BD
· Estimated FTE after 2015 refinement: 318
· Management: 110 (completed & current state)
· Non-Management: 208 (planned within July 2015)

5.2 Functional Department of Linde BD
Linde Bangladesh has basically 6 major departments. It has been operating its business under the following major functional areas:
5.2.1 Finance
Finance department are evolved in evaluation credit performance as well as works in profit maximization. 
· Financial Controls 
· Payroll- make sure everyone gets paid
· Accounts Receivable and Revenue Tracking 
· Reporting – preparing financial reports, Balance sheets and budgets

5.2.2 Human Resource /Admin
HR department is one of the most active departments in Linde Bd. The main activities of this department are given below-
· Manpower Planning
· Managing demands of the labors in the factory 
· Employee welfare and motivation
· Determining wages and salaries
· Performance Appraisal
· Implementing organizational policies

5.2.3 Sales & Marketing
Sales and Marketing department is merged here in Linde BD. The marketing department has overall responsibility for growing revenue, increasing market share and contributing to company growth and profitability. Marketing department do the market research of a new product. Market Intelligence activities such as research studies, surveys, specific analysis, competitor analysis, local customer satisfaction surveys, studies on selected markets, and contracts with selected consultants are done by this department The summary of marketing functions is given below-
· Providing information about the market
· Controlling international trade
· Fulfill the sales target
· Carrying out various promotional campaign
· improving sales performance and speed up business growth
· Setting up prices and planning to launch the product.

5.2.4 Distribution
Distribution department do all the jobs regarding distributing the product or services to the customer or retailer. The distribution department arranges to ship the finished and tested products to locations specified by the company. Key factors are costs, timing and reliability. Linde BD has their own vehicles to distribute their product and services. All the drivers abide by the safety rules to avoid any types of accidents. Activities of Distribution Department-
· Ship the product/service in time 
· Loading and off-loading trucks
· Helping drivers prepare for routes by providing directions or instructions
· Check all the vehicles condition
5.2.5 Operation Department
It has to purchase the raw materials. It must manufacture the products, test and ship them. the functions are as below –
· design the plant
· Researching new technologies and alternative methods of efficiency 
· Overseeing inventory, distribution of goods and facility layout
· Managing quality assurance programmers
5.2.6 Procurement
The procurement staff inside the department takes care of the basic manufacturing needs. The work activities are given below briefly –
· processing payments and invoices
· keeping contract files and using them as reference for the future
· developing an organization’s purchasing strategy
· producing reports and statistics using computer software
5.2.7 Information System
The summary of IS functions is given below-
· creating & maintaining IT infrastructure 
· Software developments and their maintenance 
· computer training support to all Departments
· secure all data of the organization
· develop system software
5.2.8 Hospital Care
Hospital care department plays a vital role in this organization .As gas company oxygen is one of the main product/Service of this organization. Hospital care department take care all the information about medical gases, provide oxygen in time to various Hospitals. Hospital care also takes care of the peoples list those take oxygen cylinder from Linde BD and help them to refill gases from any of their sales Centre. The summary of hospital care is given below-
·  supplies a range of carefully selected equipment
· ensure quality
· follow regulatory guidelines issued by the respective drug authorities


5.3 Range of Products & services of Linde BD Ltd
Linde BD Ltd operates principally in two industry segments in Bangladesh-
1. Industrial Gases
2. Health care
5.3.1 Industrial gases product line include
· Atmospheric Gases
· Food Chilling
· Crinoline CF
· Gas Mixtures
· Helium
· Packaged Chemicals
· Welding &Safety products

5.3.2 Health care product line include
· Hospital Equipment(oxygen cylinder)
· Medical Gases
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6. Internship description 



6.1 Job Description
It was a great opportunity to work as an intern in a well-known MNC like Linde Bangladesh Limited (Formerly BOC Bangladesh Limited) .I Worked here for 3 months. I was assigned under the Finance Department. My official Supervisor is a very good person. He guided me in every little step and showed me things very nicely.
I have worked with the accounts payable section of the finance department of Linde Bangladesh limited. Most frequent activities done by accounts payable function are detailed below.

6.1.1 E-expense process
Linde provides cash against different expense claims like officialtraining, travelling due to official purposes etc. Employees can take advance cash or they can claim the cash later. Accounts payable checks the claiming documents, logs them to SAP, prepares the payment vouchers and Sends the documents for signature to authorized signatories. After getting the signature, they send the Ft advice/check to bank; Get the duplicate copy of the ft advice sealed by the bank and Keep the (duplicate copy sealed by the bank) received copy for documentation in the designated file. 

6.2.2 Salary
Similarly accounts payable processes Employee salary and Director’s remuneration. It also processes the taxes associated with the salary. It enhance with the experience and qualification of employees.

6.2.3 Issuing bank guarantee
This section also provides bank guarantee on request fromdifferent department of the company. Accounts payable Receives requisition from the respective function with a drafted format mentioning beneficiary, amount, purpose, and expiry and Sends the format to the bank. The bank will confirm if the format and language is ok. They can modify if necessary. Then prepares bank guarantee issuing advice mentioning beneficiary, amount, purpose, expiry and the account number against which the fees will be charged, gets it signed and sends to the bank. When the guarantee arrives, keeps a photocopy for records. It also Updates the bank guarantee register and also the soft copy Excel file and records the charges. 

6.2.4 Employee loan
This section processes employee loan requests that comes through HR. It creates invoice and gets approval from the authority. After getting the approval from respective approver it will go through regular payment process and FT advice will go to bank. After getting the advice copy received by the bank, they put the information in SAP.

6.2.5 Final settlement
Accounts payable processes final settlement of the employees. After receiving notification from HR regarding retirement or resignation of any employee, they check the calculation of HR. Then prepare the resolution. There are 4 signatories including MD, FD, representative of 2 unions. When the resolution is signed by all signatories, they get the manual cheque signed from cheque book and disburse the cheque and make journal entry in the SAP. 

6.2.6 Petty cash management
This section also manages petty cash. They record different transactions in SAP. At the end of the month they place requisition for replenishment. For that purpose requisitions documents are prepared and signed, photocopied and submitted replenishment. 

6.2.7 Vendor payment
Accounts payable processes payment to the suppliers. They prepare the payment voucher and manual cheque or fund transfer advice. Then get them signed and send to the bank. They also keep the received copies and file them for record. 

6.2.8 Month closing accounting
Month closing accounting is also done by accounts payable. Balancing journal, ledger, trial balance, bank reconciliation etc fall under this function. 
























7. Outline for a Credit Policy

7.1Credit Department Mission

The credit department mission and should reflect corporate goals.
Sample Text for Credit Department Mission
It supports financial goals and its sales efforts. Accounts receive within the corporation’s capacity for risk. It provides flexible mechanism and ensures cash flow is maintained. It maintains customer goodwill during the collection period. It keeps senior management and sales management informed about emerging problems.
7.2 Goals of credit department:

Some possible goals might be:
Opening the new accounts during the course of the year and targeting bad debt sales. It helps percentage target for acceptable account aging Targets for receivable ratios, days sales outstanding. It also helps the collection of effectiveness index, percentages of sales.

7.3 Roles, Responsibilities and Authorization Level
This section should contain a brief description of the roles and responsibilities of each department member. You can include written job descriptions, if desired.
· CFO: It is the ultimate authority of credit department. It help hiring and firing and sets overall policies.
· Credit director and manager: Plans organize leads and controls the function of credit. Reports to the CEO. Selects outside collections with the approval and responsible for day to day activities.
· Billing check: Responsible for preparing the invoices and ensuring that theyare sent on time, maintains the aging report, provides other support services to the billing manager.
· Billing/ Invoicing manager: Responsible for day to day management and training. Helps to billing department and maintain high standard. Reports to the credit manager.
· Collection manager: Responsible for day to day management and in house training. Authorized payment terms and conditions with approval of credit director.
· Credit Analyst: Responsible for obtaining and analyzing financial and credit reports for client credit limit and reports to the credit manager.
· Credit and collection assistant: Provides other supports by pulling credit reports and obtain signed credit applications. 
· Collection specialist: Contacts past due accounts per requirements. Records are maintained and collection system is prepared. Reports to the collection manager.
8.   Factors and Procedures:


8.1 Procedures
Procedures are essentials to all customers to apply the rules of credit system. They are consistently enforced with very few exceptions. Situations where flexibility is possible and the hierarchy for approval of changes should be well defined. 
As goals and procedures must be updated with the time frame and periodically take advantages of best practices, technology and improve results.
In this section, include the processes for:
8.1.1 New customer credit worthiness evaluating: 
To help determining credit risks sources of information must leverage the industry credit groups, financial statements, credit bureau reports, and information provided by applicants and public records. 
8.1.2 Creditworthiness of existing customer reevaluating:
At least annually the reevaluating of the credit histories of existing customers must be maintained on a regular basis. To define exactly the needs of the department and to review credit reports, financials and credit group information the reevaluation must be needed. 

8.2 Terms and Conditions of Sale
The company's exposure to credit risk is influenced mainly by:
8.2.1 The individual characteristics of customers
Sometimes the risk depends on the customer characteristics. Whether they are paying on time or making delay. On the other hand if they are not following the payment terms it may increase the risk. So Line Bangladesh follow the terms that if the customer is not illegable for paying in time they won’t sell to that customer.
8.2.2 Default risk of the industry
If the company has a default risk is less than 12.7% then they can have the credit opportunity. Or if any company failed to pay the bills on time continuously three time they will be blacklisted.
8.2.3 Financial strength of the company
In general financial strength of a company can be measured in three major key areas, 
Profitability: Linde Bangladesh measures the profitability of the company in the comparison of possible risk measurement in terms of big amounts.
Liquidity: If the company has minimum liquid assets it enhances the default risk. So it is also important as a measuring factor in terms of terms and condition.
Solvency: The Company’s ability to deal with the present condition and future risk is also a important factor in terms of credit policy. 

8.3 Time frame
The Company has to pay 40% of the amount within 2 months and another 60% within the next 2 months. But if the company uses more than 30lac can be allowed for 6months repayment policy.
8.4 Customer

Customer means institutions, companies, individuals those who purchase products and services from the Linde Bangladesh Ltd. (BOCB).
Classifications of customers are as follows –

Rate Running Contract (RRC) Customers: These are mainly Government customers i.e. DGDP, DGMS, CMSD, Bangladesh Railway etc who invite open tender from suppliers. Direct Demanding Officers and units listed in the Rate Contracts or Demanding Units will be eligible for credit facility only for the contracted items from listed supply points of BOCB. The terms and conditions are fixed by the Government customers as per Public Procurement Regulations (PPR). Once the agreement is signed by both the parties the contract comes into effect. 

PG&P/Bulk Customers: It covers all industries and individuals excluding dealers who purchase PG&P/Bulk products and/or services. 

Healthcare customers: It covers all hospitals, clinics and individuals who purchase Medical products and/or services. 

8.5 Client group
Linde Bangladesh has divided their client into 2 sectors.

8.5.1 Credit amount wise
If the credit is less than 20000 tk, Then Linde use to sell on cash. They don’t allow their customer to pay as par credit policy for shorter amount.
If the amount is more than 20000tk, Then they offer to pay as par their credit policy by following some rules and steps.
8.5.2 Payment method wise
Customer can deal with the amount directly with their bank accounts by paying a fixed amount over the given period semi-monthly or monthly.
Customer also has the opportunity to pay 40% of the amount within the first 2 months and another 60% within the next two months.

8.7 Time factor
A provision policy for doubtful debts are established by the company. This represents estimate losses of trade receivable of company. The company provides 50% for trade receivables which are overdue of 90days but 180days less and 100% of trade receivables. 
Here this are 180days overdue for gas and welding product customers. Loss rate for healthcare customers are applied on trade gross receivable to work out through provision.
8.8 General Guidelines 

· Allowing of credit facility should be considered on the following grounds provided in each case the trade risk is acceptable: 
· If it encourages increase in volume of business and profitability and/or retention of existing customers. 
· If it is an inducement to a customer for buying from BOCB and not a perennial subsidy to the customers' business. 
· Credit facilities do not encourage speculative buying. 
· Where credit is unavoidable e.g. Tender, RRC, Govt. etc
· There must be specific credit limit for each customer. However, request for increase/decrease in credit limit depending on business consideration may be considered separately. 
· Delegated authority should be exercised by oneself and not delegated. 
· The credit account opening formalities is to be observed. 
· Documented debt collection efforts to be maintained. 


[image: ]





















9. Operating credit accounts





9.1 Procedure for Operating Credit Accounts 

9.1.1 Credit to customer
Credit will not be offered to all customers. The decision to grant credit will be based on “credit worthiness”.

9.1.2 Credit Worthiness
Credit authorization of customers and associated credit limit is subject to the completion of a standard document called Customer’s Application for Credit Facilities. Information requested in this form to be filled up to evaluate credit worthiness. Proposal is to be completed by Customer Relations Officer (CRO)/ Head of Territory (HOT) along with the recommendations of credit worthiness. The evaluation and credit worthiness have to be vetted by Sales Manager (SM) along with his recommendations and comments. This is to be approved by the concerned Head of National Sales (HONS). Approval is only given if the application is determined to be credit worthy & within credit policy limits.

9.2 Credit Period

	Customer Group
	Credit Period

	PG&P/Bulk Customers
	60 days

	Health Care Customers
	60 days

	Welding Customers
	6 days



9.3 Credit Limit

	Customer Group
	
	Credit Period

	Rate Running Contract (RRC)
	
	Limit to be set as per historical sales trend

	PG&P/Bulk Customers
	
	Average daily sales based on last 12

	
	months sales multiplied by number of

	
	credit days plus 25%

	Health Care Customers
	Average daily sales based on last 12

	
	months sales multiplied by number of

	
	credit days plus 25%

	Dealers
	Average daily sales based on last 12

	
	months sales multiplied by 30 days

	
	subject to maximum BDT 1,000,000/=



9.4 The process of giving credit
A credit policy by the debtor’s management review committee has been established. For credit worthiness the new customers are analyzed individually. 


9.5 Payment Methods
There are several ways a customer may make payment to Linde Bangladesh by Cash, Cheque, Pay order, Demand Draft or direct transfer to Linde Bangladesh’s bank account as agreed. Preferred payment modes are Cash, Demand Draft, Pay order & direct transfer to Linde Bangladesh’s bank account. Payment terms & conditions for Letter of Credit are to be agreed with customer in consultation with finance department.


9.6 Review of Credit Period/Credit Limit
According t o the policy credit periods & limit will be reviewed at least once a year and re – adjusted based on payment history and average sales. Business should assess customer’s status by credit risk assessment process during review. New limits will be guided as per Credit Policy.

9.7 Invoicing
Invoices must be issued within 24hours before merchandise being shipped. Invoices must contain:
· Customers name and address
· Customers remittance address
· Contact information’s of the customers
· Sales terms and conditions
· Po number, invoice number, order number and serial number
· Merchandise or service description
· Due unit price and total amount
· Methods of shipment and shipment date
· Discounts and due date
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9.8 The process of collection
There will be some accounts that don’t be paid on time even with best efforts to carefully and consistently manage receivable. Between 20 to 30 days the calls and letters must be ask, if there were any issues with services or products. After receiving the shipment then they check if any issues with the service/products. If Invoice is accurate, the customers are been reminded for the payment. The follow up calls, emails, letters at 35 to 40 days are to be cordial reminders of invoice determined of due date, If the customers has any problem with paying. The emails, letters and collection calls should be firm requested for payment at 45-50days.



Other items of credit policy:
· Disputed and deductions: Terms of respond and authority to approve.
· Credit holds: Time of account placement on credit hold.
· Payment plans: Who can propose and approve payment restricting plans
· Write-offs: Time to write off of bad debt account.
· Third party collection: when and how to authorized forwarding letter to thirdparty collection agency.
· Law suits: Determination of sue terms.

9.9 Measuring the results:
Credit policy must be measured by its effectiveness. The measurement should be done by at least quarterly.
Starting with aging analysis, metrics listed goals followed by the documents. Then the impact looks forward to its sales and cash reserves. If necessary the policy based on findings must be revised. 
9.10 Critical Observation & Recommendation
Linde Bangladesh limited is one of the top MNC operating in Bangladesh. It is quite hard for me to recommend them how to improve the condition. so I have found during my internship that Linde Bangladesh can take the following suggestions-
Linde BD should make proper promotional activities & making people know about their product. Promotional activities like Billboard, Banner Ad can be used to spread its new name because most of the people know it as Linde Bangladesh Limited. Working environment can be improved. Renovate office space and office decoration. Employee motivational facilities should be improved. Training facilities should be improved. Official Computers software should be updated.
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10. Risk management methodology 


10.1 Risk Assessment process
For new account Customer Relations Officer does first screening by meeting up with customer, visit customer’s site and assess market reputation of the customer. If satisfied CRO will propose with recommendations and submit to Sales Manager. SM will do the second screening immediately by checking validity of information of documents. SM will propose with recommendations and submit to Head Of National Sales. If HONS is not satisfied with the risk assessment process, it will be referred back to SM and/or CRO for more supportive information
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10.2 Management of the Debtors

10.2.1 Debtors Information
The Debtors List/any other sales related MIS ledger are generated by Finance Department & circulated within 6th working day of the following month. The responsibility of completeness and accuracy of the data captured at the Sales Centre will rest with Sales. The Debtors List is primarily monitored by CRO & SM of the business. Debtors Ledger monitoring activities are supervised by HONS and supported by Finance Department. 

· Dunning: It is quite often the case that a customer does not settle his payables on time and therefore in arrears with his payments. In order to remind the customer of outstanding debts & follow-up of the same there is need to send payment reminders or dunning notices. 
Dunning is a process whereby outstanding payments are followed up through sending system –generated communications to customers.
· Dunning procedure: 
	Customer Category
	Days
	Dunning
	Actions
	Block

	
	Overdue
	Level
	
	Order

	
	
	
	
	

	PG&P/Bulk
	< 15 days
	1
	No letter
	No

	Customers
	
	
	
	

	
	
	
	
	

	
	>15 days
	2
	Letter C1- Friendly Reminder
	No

	
	
	
	
	

	
	>60 days
	3
	Letter C2a- Second Reminder
	No

	
	
	
	
	

	
	>75 days
	4
	Letter C3- Final Reminder
	Yes

	
	
	
	
	

	
	>120 days
	5
	Refer to Legal
	Yes

	
	
	
	
	

	Health Care
	>15 days
	2
	Letter C1- Friendly Reminder
	No

	Customers
	
	
	
	

	
	
	
	
	

	
	>60 days
	3
	Letter C2b – Second Reminder
	No

	
	
	
	
	

	
	>75 days
	4
	Letter C2b- Continue Reminder
	No

	
	
	
	
	

	
	>120 days
	5
	Refer to Legal
	No

	
	
	
	
	




· Debts Collection Procedure: SAP dunning job is run on the 10th and 25th day of each month for updating customer dunning level by Accounts Department. Dunning Letters will be generated accordingly and sent to CRO on 11th and 26th of each month. CRO will ensure that the customer receives the dunning letter 2-5 days after the run & will take action to collect payment. A statement is sent on 6th working day of every quarter end advising the customer of all overdue and due amounts. Overdue letters are sent to the customer as per above dunning matrix.
· Credit Block: Credit block is an automatic process set up in SAP based on credit limit and dunning level. Customers are be blocked when the outstanding exceed credit limits, have overdue payment, or have reached a specified dunning level. 
· Bad Debt Write Off: When the DMRC has exhausted all means of collecting money owing, or it is not commercially viable to pursue the debt further (litigation option considered), DMRC may recommend for write off. HONS will prepare write-off proposal for Managing Director’s approval. 


10.3 Methodology 

When a company extends credit to the customer, it can prevent many potential delinquencies by establishing an effective credit policy. An effective credit policy identifies to meet financial obligations and grow the business.






















11.  Analysis of  Credit Policy



11.1 Days Sales Outstanding (DSO)

A low DSO is an indicator that a company is collecting receivables quickly; generally this is a positive sign. A high DSO proves that a company takes longer to collect on credit sales and can indicate current or impending cash flow problems, operational issues, or a lack of effort or focus on credit collections. It means that current credit policy is not working effectively.


Standard DSO formula: (Current Receivables / Total Credit Sales) x Number of Days

	2012
	2013
	2014
	2015
	2016

	176.2244461
	155.0180808
	134.1141219
	315.9875266
	157.9192135







From 2012 to 2014, Linde Bangladesh DSO is falling so it had a positive effect in the sales. We can easily see it has decreased. On the other hand in 2015, suddenly DSO rises to 315.9875 also suggest that it had been a tough time to managing the credit sales because there were gain on sale of lease land which made the ratio higher .In 2016 there were interest charge due to bank loan & it followed downward trend. In 2016 turnover & net income was lower than 2015 due to low sell of electrodes. Also the political situation in 2016 made great loss for the company as I knew from the annual report.
Basically, a high DSO can suggest a few things. It has including that the company is deficient in its process. The company’s customer base has credit issues. 



11.2 Days Payable Outstanding (DPO)
A high DPO is advantageous. A high day’s payable outstanding also comes with its disadvantages. The creditors will be unhappy, and may refuse to extend credit in the future, or they may offer less favorable terms if the company takes too long to pay the customers.

Formula: (Accounts Payable/ COGS) x numbers of Days

	2012
	2013
	2014
	2015
	2016

	48.21837716
	180.5746168
	152.376686
	94.8698099
	110.0285175







Here, in 2012 The DPO was much less than the DPO in 2013. Here in 2013 Linde Bangladesh has more cash in hand and constantly the DPO rate is falling in 2014 and 2015. Here Linde Bangladesh was using their cash to the competition of the industry to build their new project. Then in 2016. DPO rises again resulting more cash on hand. From the line graph we can see that Linde had highest ratio in 2013 and lowest in 2012.As we saw in 2012 & 2015 Linde had Short term bank loan which had great effect over this ratio. Gradually it improved till 2013 but in 2014 it decreased again because in liabilities current portion of financial lease & trade creditors were much higher than 2012. Gradually it became lower till 2016 because they had lower cash & cash equivalents because of COGS than in 2016 & higher Expense creditors and Sundry creditors. During 2016 they properly managed all of their liabilities & the condition improved. So at long last we can say that Linde has recovered from the lacking’s of proper cost of goods sold.






11.3 Days Inventory Outstanding (DIO)
Days inventory outstanding defined also as days sales of inventory, indicates how many days on average company turns its inventory into sales. Value of DIO varies from industry and company. In general lower DIO is better.

Formula: (Inventories / COGS) x 360

	2012
	2013
	2014
	2015
	2016

	12592.79741
	46277.03815
	37076.78649
	17218.16748
	22488.18492






Linde Bangladesh Is a MNC so they import their Raw material from their motherland and reserve for a longer period of time. It’s the reason that their DIO is high. In 2012 their DIO was less than in 2013 it’s become so high because of reservation for high production through the year. Then Linde BD Holds their DIO in a corrective consequences. 

11.4 Collection Effectiveness Index (CEI)
Collection Effectiveness Index is a better indicator of collections effectiveness as it measures performance over time. The collection effectiveness index compares the amount that was collected in a given time period to the amount of receivables that were available for collection in that time period. The resulting percentage allows the company to gauge how strong their current collections policies and procedures are and whether or not changes need to be made. A result near 100% indicates that a collection department has been very effective in collecting from customers
11.5 Cash conversion cycle
The cash conversion cycle is a cash flow calculation that attempts to measure the time it takes a company to convert its investment in inventory and other resource inputs into cash. In other word, the cash conversion cycle calculation measures how long cash is tied up in inventory before the inventory is sold and cash is collected from customers.
Formula: DIO + DSO - DPO
	2012
	2013
	2014
	2015
	2016

	12720.80348
	45993.51788
	21844.14955
	17439.2852
	22536.07561





The Linde BD needs to cash to pay its own bills. The cash conversion cycle looks at the time tied up in converting inventory and receivables to cash, as well as the amount of time the company is given to pay its bills without incurring any penalties. We can see a downward trend through the graph that the debt to equity ratio from 2013 has come down each year. In 2012 it was 12720 but in 2013 it went up to 45993 which is not a good sign .Again in 2016 Sundry creditors were higher than 2015 which was the main reason but the overall performance shows that Linde is in stable position. In 2016 it increased because huge amount changed in proposed dividend. In 2015 the amount change of taxation also affected the ratio. From 2014-2016 company had been aggressively financed its activities through debt & paid interest charge. In 2015, Linde BD CCC wasn’t that much good but then, in 2016 it becomehigher. 

11.6 Account receivable turnover
Account receivable turnover ratio is an accounting measure use to quantify a firms effectiveness in extending credit and in collecting debts on that credit. The receivable turnover ratio is a measuring how efficiently a firm uses its assets.
Formula:Net sales/ Average account receivable
	2012
	2013
	2014
	2015
	2016

	2.042849377
	2.322309748
	71.54693871
	1.139285477
	2.279646612





Here Linde BD average period is 2 days that is a standard turnover to collect their credits. We can see that in 2014 their ratio was 71.5days which was alarming. Its because of the new project that finalized and a huge credit sells happened.  Then again the ratio turned into their standard form of 2days. From 2012-2014 the current ratios were  almost constant though there were ups & downs  .If we compare 2012 with 2016 we can see that Trade debtors, Trade creditors & Expense creditor & accruals were  higher in 2016.Again if we compare 2015 with 2014 we can see that in 2014 the current assets were higher than 2015 & also lower liabilities than 2004.In 2015 we saw the worst ratio &gradually it improved till 2016.In 2013 & 2014 Current liabilities were higher than current assets which was the main reason of low current ratio during those years. The main reason was in 2015 there was higher short term Bank loan which had its impact on the ratio. Gradually it improves & shows us that Linde has enough liquid assets or cash to survive face any troubles in near future.

11.7 Average collection period
The average collection period is the approximate amount of time that it takes for a business to receive payments owed in terms of accounts receivable. The average collection period is calculated by diving the average balance of accounts receivable by total net credit sales for the period and multiplying the quotient by the number of days in the period.
Formula: (Account receivable x 360) / net sales
	2012
	2013
	2014
	2015
	2016

	176.2244461
	155.0180808
	134.1141219
	315.9875266
	157.9192135





The average collection period of Linde BD is around 160days. The ratio is falling down from 2012 to 2014. But in 2015, It increases to 315days because of they made delay to collect their payments. Then in 2016, the ratio turns the standard point of 157days.

11.8 Inventory turnover ratio
The inventory turnover ratio is an efficiency ratio that shows how effectively inventory is managed by comparing cost of goods sold with average inventory for a period. This measures how many times average inventory is turned or sold during a period. In other word, it measures how much Times Company sold its total average inventory amount during the year.
Formula: Inventory/ COGS
	2012
	2013
	2014
	2015
	2016

	0.02858777
	0.007779236
	0.009709579
	0.020908148
	0.016008406





This ratio is important because total turnover depends in two main components of performances. Linde BD stock purchase in large amount is the main reason of higher ratio in 2012. On the other hand shorter volume of sales decreases the ratio in 2013.  From 2013-2015 it was uprising but in 2016 a little bit downfall because of lower cash & cash equivalents. In 2015 the working capital had increased because the total liabilities were less than 2012.In 2016 the working capital remained higher because of higher inventories. Trade creditors & Sundry creditors were also lower than 2014.Good things are that the improvement shows that they are using their current assets properly than the previous years.

11.9 Gross profit ratio
Gross profit ratio is a profitability ratio that shows the relationship between gross profit and total net sales revenue. It is a popular tool to evaluate the operational performance  of the business. There is no norm or standard to interpret gross profit ratio. Generally, a higher ratio is considered better.
Formula: Gross profit / Net sales
	2012
	2013
	2014
	2015
	2016

	0.041867698
	0.767585393
	0.89961948
	0.914668941
	0.914914307





From the graph we can say that in 2012 the cash ratio was very low which indicates that the firm hadn’t enough sales and profit to provide immediate payment. Lower cash in 2012 was the main reason behind this. That shows Linde BD had faced much liquidity crisis & unable to pay back the short term liabilities during 2012. From 2013 it started to increase & the highest was in 2016 because of higher cash in hand & cash at bank. If we compare 2012 to 2016 we can see that sales is increases so is gross profit.It gave a boost over the ratio. In 2012 the higher operating cost of the firm, investment in various sectors for improvement, higher import cost made it lower .But a great scenery is that in 2015 this ratio had increased.

11.10 Net profit margin
Net profit margin is the percentage of revenue left after all expenses have been deducted from sales. The measurement reveals the amount of profit that a business can extract from its total sales. 
Formula: (Net profit/ Sales) x 100
	2012
	2013
	2014
	2015
	2016

	-0.81193655
	0.233835773
	0.822234059
	0.850447188
	0.90417183





Linde BD uses this ratio to intend to be measure of the overall success of their business. Here in 2012 their ratio is negative which means a negative profit margin. It’s the reason for the set up of their new project policy which causes high but lower volume on sale. Then from 2013 to 2016 the ratio is upward. It indicates that their pricing its products correctly and is exercising good cost control. It is useful for comparing the results of business within the same industry.
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12. Discussion 


From the overall analysis it can be seen that DSO for bulk gas debtors is well below the period limit 60 days. But in case of credit customers of health care products, DSO is well above the limit 60 days. This is because main health care product customer is government hospitals and most of the time they are not settling the bills according to the credit terms. DSO for welding product debtors also increased in 2014 and exceeded the period limit 6 days.

Collection effectiveness index also shows that the company is not being able to collect bill effectively from the health care product customers. Collection rate is better in the case of welding product customers as CEI for them is about 83%.

Finance department does not have any separate collection unit. For that reason keeping track of credit recovery from the customers is very difficult.

From 2013 to 2014 it was a tough time for Linde BD. As they were engaged in new project they have to invest more and faced shortage of cash and cash equivalence. Therefore, From 2015 they start to improve all their tough situation by planning for more sales and new offerings of new projects.


13. Recommendation 




On the basis of my orientation and practical working at Linde Bangladesh Limited the following recommendations may be put forwarded-
· Credit worthiness should be checked more carefully especially for the customers of health care products. 
· The credit policy needs to be reviewed for improvement. 
· The company can open a separate credit division to monitor the credit disbursement, recovery and credit worthiness of the debtors. 
· New dunning process for health care and welding product customers is also needed. 
· More credit facilities of varied interests should be introduced for the diversified client group.





14. Conclusion



Credit Management system of Linde Bangladesh Ltd. is very lengthy process. In fine, credit management system is more or less effective as credit collection effectiveness rate is above 50%. But there are some loopholes in credit policy and the company should be trying to improve their credit policy for minimizing loss and maximizing profit. Measures should be undertaken to develop the credit management system. In addition, they should explore new ideas; implement new technology to serve the better credit service to customers.
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16. Appendix




	BALANCE SHEET
	
	
	
	
	

	
	2012
	2013
	2014
	2015
	2016

	ASSETS
	
	
	
	
	

	Non-Current Assets
	9151279797
	8972459076
	8451983634
	269299243
	271798373

	net tangible fixed asset
	8986217423
	8795690102
	8432416034
	249731643
	252198373

	prelimiary expences
	19892374
	19298974
	19567600
	19567600
	19600000

	deffered revenue expences
	145170000
	157470000
	0
	0
	0

	
	
	
	
	
	

	Current  Assets
	9531473790
	9452008573
	8710342971
	6650706534
	8268341779

	Inventories
	9056798172
	8969678928
	8272989612
	4277150923
	6591418118

	Advances, Deposits and Pre-payments
	333810139
	329561495
	324619634
	383692300
	798631666

	Accounts Receivable
	132279683
	129279683
	111846509
	919878465
	544005000

	Cash  and Cash Equivalents
	8585796
	23488467
	887216
	710473123
	231421365

	cash subcidy receivable
	0
	0
	0
	359511723
	102865630

	
	
	
	
	
	

	TOTAL ASSETS 
	18682753587
	18424467649
	17162326605
	6920005777
	8540140152









	
	
	
	
	
	

	EQUITY AND LIABILITIES 
	
	
	
	
	

	
	
	
	
	
	

	Shareholders' Equity
	1648764470
	-865484794
	6773926016
	20495652293
	31624128153

	Share Capital 
	1887000000
	1887000000
	1887000000
	1887000000
	1887000000

	tax holiday reserve
	63538498
	63538498
	63538498
	63538498
	63538498

	revaluation reserve
	6155554407
	6021833831
	5899284386
	28918002127
	21696732800

	retained earnings(as per profit and loss account)
	-6457328435
	-8837857123
	-1075896868
	-10372888332
	7976856855

	
	
	
	
	
	

	Non Current Liabilitie
	1042256173
	792593519
	609998511
	160062211
	163581000

	 Long Term Loan
	683412888
	427264932
	192428357
	0
	0

	Deferred Liabilities 
	155349639
	155963900
	208205500
	0
	0

	deffered tax liability
	203493646
	209364687
	209364654
	160062211
	163581000

	
	
	
	
	
	

	Current Liabilities 
	8612427460
	8020303795
	230754250
	206292556
	219173780

	Loans (Secured)
	6909408458
	7765461750
	75632213
	0
	0

	Accounts payable
	34678880
	35000000
	34000000
	23566532
	32250000

	liabilities for goods supply
	348965000
	35980457
	23312244
	2102695
	2483688

	Liabilities for Other Finance
	7177777
	7293480
	795296
	1654739
	1083330

	Liabilities for Expenses
	117417455
	137632310
	15126699
	1610101
	2245222

	short term loan
	1194779890
	38935798
	81887798
	177358489
	181111540

	
	
	
	
	
	

	
	
	
	
	
	

	TOTAL SHAREHOLDERS' EQUITY & LIABILITIES
	11303448103
	7947412520
	7614678777
	20862007060
	32006882933
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The BOC group  limited 	 Investment Corporation of Bangladesh	Sadharan Bima Corporation	Bangladesh Fund 	Other Shareholders.	0.60000000000000064	0.15600000000000044	1.2999999999999998E-2	3.4000000000000002E-2	0.19700000000000059	
DSO	2012	2013	2014	2015	2016	176.224446139576	155.01808075735428	134.11412189640112	315.98752656115369	157.9192135095503	


DPO	2012	2013	2014	2015	2016	48.218377163606064	180.57461680669007	152.37668602344391	94.869809899003329	110.02851747736661	

DIO
2012	DIO	12592.797407302658	2013	DIO	46277.038151504079	2014	DIO	37076.786487733174	2015	DIO	17218.167483207129	2016	DIO	22488.184917736246	



CCC	2012	2013	2014	2015	2016	12720.803476278526	46251.481615455043	37058.523923606175	17439.285199869129	22536.075613768429	


Account receivable turnover	2012	2013	2014	2015	2016	2.0428493769523182	2.3223097476190442	2.6842810802436401	1.1392854772396479	2.2796466117039365	


Average collection period
2012	Average collection period	176.224446139576	2013	Average collection period	155.01808075735428	2014	Average collection period	134.11412189640112	2015	Average collection period	315.98752656115369	2016	Average collection period	157.91921350955027	
Inventory turnover
Inventory turnover	2012	2013	2014	2015	2016	2.8587770322679777E-2	7.7792359749000572E-3	9.7095793379803116E-3	2.0908148346861596E-2	1.6008406250522741E-2	

Gross profit ratio
Gross profit ratio	2012	2013	2014	2015	2016	4.1867697920332285E-2	0.76758539295278605	0.73244537038830027	0.91466894116650921	0.91491430733835677	


Net profit margin	2012	2013	2014	2015	2016	-0.81193654969227558	0.23383577281476456	0.52618196480276125	0.85044718848524858	0.90417182981372768	
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