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EXECUTIVE
SUMMARY


Loans and advances are the main assets of the bank but it can create negative effects on the financial institutions if it turns into NPL. Today’s non performing assets are hard nut to crack for state control banks as well as other commercial banks. If we search the reason behind the problem of non performing loans- we can classify it into three categories.
· Unwillingness to repay in spite of ability to repay
· Willingness to repay but inability to repay
· Unwillingness to  repay and inability to repay
BASEL Committee through Bangladesh Bank applies some hard and fast rule in the credit policy. Somebody can maintain this policy meanwhile somebody cannot. That’s why the implementation of credit policy is an important part to remove the NPL. Increasing NPL affects the CAMEL rating by diminishing the asset quality as well as decreasing the profit.  
MTB is a third generation bank which has started its journey on 24 October, 1999. The powerful industrialists namely Late Samson H. Chowdhury and Mr. Syed Manzur Elahi initially founded this bank. The board of Directors of the bank is always careful of non performing loans.  At present, the NPL position of MTB is 4.60% to its total loans and advances. 

The repayment of loan within the stipulated time is very important for the financial institutes. Government has taken some policies to recover the non performing assets like “Artho Rin Adalat” but this is not sufficient to recover the loan quickly. To compare with the Peer Banks and the state owned banks the NPL position of MTB is highly satisfactory because they confined their NPL below 5%. 
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Chapter 1

Background of The Study
1.1 Prelude
A commercial bank is a licentiate financial company that receives money from the public as deposit in various accounts, allows withdrawal against presentation of valid cheque, draft, pay order or otherwise and lends funds for earning profit for its sustenance. This fund is utilized in productive sectors - agriculture, industrialization specially, export-oriented and import- substitute industries.

In every economy the functions of commercial banks are wide and diverse. Banks play a very pioneer and important role in the economic development of a country. Today, commercial banks are regarded as instruments of economic growth with social justice. The economy of Bangladesh basically being based on agriculture, government as well as Bangladesh Bank has been taking up policy to uphold the rural economic development through active and diverse functions of commercial banks.

The growth of sound commercial banking has helped underdeveloped countries enter advanced ranks.  Industrial growth calls for cash. The commercial banks are mobilizing peoples dispersed savings and marking trade and industry available.

Mutual Trust Bank has invested funds in various diversified fields. Their main objective is to reach all types of people in their need of development. MTB has played a great role to develop the people of the country with their self-development. 


1.2 Origin of the Report
For any BBA student, internship program is important because it lets him or her get to know the real life situation. I have selected "Mutual Trust Bank Limited (MTB)" which is one of the most relevant banks in the banking sector.


1.3 The Study Objective 
The main aim of writing the report is to monitor a bank's outperforming assets. 
Its main goals are:
The specific objectives are:
To explore how the MTB manages their classified advances.
To examine the method of the classification of advances at MTB.
To understand in what system the classified loan becomes regular and which process can be applied.
To explore the quality of the asset depends on the basis of the percentage of the classified loans.

1.4 boundaries of the Study
Preparing the internship statement was not free from limitations. The problems faced throughout the learning are as follows:
· Lack of time: This report had to be completed within a very small distance of time that was not enough for analysis.
· classified Information: There are a variety of information which the bank officers are not allowed to supply due to defense and other communal obligations.
· Other limitation: From examination numerous convenient matters have been written which may differ from person to person.



1.5 Procedure of learning
source of Data
In landscape the text is suggestive. It was composed in sequence from both the prime and the minor information sources. With respect to the basic facts, the Elephant Road Branch of Mutual Trust Bank Limited was calm within the association.

prime Information
· head to head talk with the individual officers and clients.
· individual inspection.
·  Correct understanding of the folder as given by nervous officers.
minor Information
· Study on Annual Reports of Mutual Trust Bank Limited.
· Online data from MTB website.
· Published records.
· Officers of Elephant Road Branch and Head office of the Mutual Trust Bank Limited.
· Different journal regarding banking.
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Chapter 2

Organizational Overview 

2.1 MTB at A Glance
The company's official name: Mutual Trust Bank Limited

lawful appearance				: The corporation was incorporated on September 29, 1999 as a public company limited by shares under the Companies Act 1994 to ship all forms of banking shares with Tk's official properties. 38,00,000,000 divided into 38,000,000 common Tk.100 shares each
Registration No. of the company		: c38707(665)/99 on September 29, 1999
Bangladesh Bank Permission No.	: October 5, 1999, BRPD(P)744(78)/99-3081 
Registered Office			: Block SE(D), Gulshan 1, Dhaka 1212. MTB Center, 26 Gulshan Avenue, Plot 5.
SWIFT CODE				: MTBL BD DH
Corporate Website			: www.mutualtrustbank.com

2.2 Mission of MTB
“We aspire to be one of the most admired banks in the nation and be recognized as an innovative and client-focused company, enabled by cutting-edge technology, a dynamic workforce and a wide array of financial products and services.”
Mutual Trust Bank

2.3 MTB Visions:  
The dream of Mutual Trust Bank is based on an ideology, known as MTB 3V.
We predict MTB to be:
· One of Bangladesh's Most Performing Banks. 
· Picking the Bank. 
· A Bank truly first-class.
2.4 Lookout of MTB
The job is a trustworthy consumer who pays attention to the country's financial institution by supplying it with confidence and integrity.

2.5 Organogram of MTB
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2.6 Hierarchy of MTB 
		Managing Director & Chief Executive Officer
	MD & CEO

	Deputy Managing Director
	DMD

	Senior Executive Vice President
	SEVP

	Executive Vice President
	EVP

	Senior Vice President
	SVP

	Vice President
	VP

	Senior Assistant Vice President
	SAVP

	Assistant Vice President
	AVP

	First Assistant Vice President
	FAVP

	Junior Assistant Vice President
	JAVP

	Management Trainee Officer
	MTO

	Senior Officer
	SO

	Officer

	O

	Junior Officer
	JO

	Assistant Officer
Assistant Officer Grade 2
Assistant Officer Grade 1
	AO
AOG2
AOG1




2.7 Banking Products of MTB
MTBL strives to keep all clients happy, despite how big or small they can be. Customers are advised on the best form of financial statements that suit them including Current, Investments, Short Term Deposits, Fixed Deposits, Consumer Assets and Liability Products etc.
MTB aims to set up a group of goods and services separately from the conservative banking operations and has launched many consumer banking products with the goal of popularizing shopper banking operations and providing higher revisits to its customers.
MTB customer Banking Services are:
	•	Regular Savings Account
•	Current Account
•	Fixed Deposit [FDR]
•	Brick by Brick Savings Scheme
•	MTB Double Saver
•	Children’s Education Plan
•	Monthly Benefit plan
•	MTB Millionaire Plan	
•	MTB Inspire
•	MTB Ruby
•	MTB Kotipoti
•	MTB Junior
•	MTB Graduate
•	MTB Senior
•	MTB Sanchay
•	MTB Care



2.8 MTB Bank Services 
· Online Banking Service
· SWIFT Services
· Credit Card Service
· Pay Order
· MTBL Tele Banking Services
· Visa Electronic Debit Card Service
· MTBL SMS Banking
· Demand Draft (DD) Issue
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Chapter 3

THEORETICAL DISCUSSION ON
CLASSIFICATION OF ADVANCES

3.1 Classification of Loans & Advances
The major property of any economic organization may carry of its loans and advances and many other funds. These properties are produced first and foremost out of finances expected from the depositors, call loan from another banks and some other liabilities. The depositors with the investors in the association are attracted in genuine/practicable worth of the resources of the institution. The institution 's management as well as its supervisory authority, i.e. the Central Bank (Bangladesh Bank), evaluates the institution's assets taking into account the aforementioned aspect. This assessment is called "Classification of Developments" at stipulated intervals.

3.2 Bangladesh Bank Guidelines on Classification & Provisioning
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]
In terms of BRPD Circular No. 07 dated June 4, 2012, BRPD Circular No.14 dated September 23, 2013 and BRPD Circular No. 5 dated May 29, 2014, the Bangladesh Bank has revised the guidelines for the classification of loans and advances and the provisioning against them.

3.3 Provisioning and Classification Loan:
In excess of the previous some years, Bangladesh Bank has placed the banks on a pathway towards superior dogmatic capital ratios and a more exact estimate of every entity bank’s want for capital, during a ongoing achievement of worldwide acknowledged assets values. The enforcement of a stricter dogmatic assets system is also requires procedures to perk up the exactness of fiscal records which are used on the inside, Confirmed in the audit fiscal statements and told the Bangladesh Bank according to wise rules for the supervisory purposes of both the banks and the Bangladesh Bank, plus for a perfect assessment of the bank's capital of all, if its financial reports are needed.

Central bank has recognized rations for common loan loss requirements, in persuaded percentages, for certain categories of unclassified loans, or in the unique disclosure account. That provisions are allocated, as the name implies, to take into account the expected wounded on loan pools that are indicative of the similar personalities. The personality of each loan to an individual is not analyzed. But otherwise, it is not recognized or even unspecified which loans or loans in the pool are disappearing to affect loan losses; it is only taken as being understood that in these enormous pools, including those unclassified at this time, there is no question that individual loans will not be repaid in the future. Preferably, as loan pools, the percentages of condition that are usable to each pool are strong-minded based on historical experience with losses. Banks are optimistic that they will evaluate these historical loss experiences on the loan pools as Bangladesh Bank has indicated universal condition percentages and will use these data if their outcome in this globular is higher than the mandatory ration. Since common rations are not formed by any agency loan based on the potential for loss, they are permissible to be included in the introduction of Tier 2 resources, subject to certain limits. In comparison, supplies are focused on a loan-by-loan focused on careful analysis of the prospect of repayment of each individual loan that is recognized on loans recognized as substandard, questionable or bad / loss. For loans in either of these classification groups, vulnerabilities have been identified that give rise to mistrust in the capacity or purpose of the borrower to generate all contractual expenses in a timely manner. For this reason, it is not appropriate to integrate exact rations in the addition of Tier 2 capital
3.4 Loan & Advance classification
· Loan & Advance classification: 
(a)Continuous Loan: Specific limit & expiry, Multiple transaction within the limit, Repayment/Adjustment within expiry or Renewal the limit. Example: Cash Credit, Overdraft etc.

(b) Petition or demand Loan: Created from contra or contingent liabilities without any prior loan support as normal, Repayable by the bank on request. Example: Forced Loan against Imported Goods, Payment against Paper, Purchased Foreign Bill, Bought Inland Bill etc. 

(c) Loan of Fixed Term: Repayable within a specific time period under a specific repayment schedule.
(d) Agricultural short term & Micro-credit: Repayable within 12 months which is Loan limit & tenor defined by Credit loan of agriculture and Financial Inclusion Department time to time.
3.5 Basis for Loan categorization

(a) purpose criterion for Loan Classifications and provisioning: According to circular No.14 of the BRPD dated 23 September 2012 (treated as a Master Circular), Circular No.19 of 27 December 2013 & Circular No.05 of 29 May 2014.


(1)  Due/Over Due:

	Type of Loans & Advances
	Comments on Past Due/Over Due

	Continuous Loan
	If not repaid/renewed within the fixed expiry date, the loan will be past due/overdue from the following day of the expiry date. 

	Petition & Demand Loan
	If not repaid within the fixed expiry date, the loan will be past owing/unpaid from the next day of the running out time.

	Fixed Loan
	Any installment or part of the repayment shall not be repaid during the specified period of time; the amount of the outstanding installment shall be considered overdue / past due from the day following the lapse of time.

	Micro-Credit &
Short-term of Agricultural
	If the loan is not reimbursed during the timeframe for repayment, the loan will be considered as past unpaid / past due after six months of the timeframe.




(2) Special Mention Account (SMA):

	Type of Loans & Advances
	Comments on SMA

	Continuous Loan
	If it remains overdue for a period of two months or more, i.e. two months overdue from the expiry date.

	Demand or petition Loan
	If it remains overdue for a period of two months or more, i.e. two months overdue from the expiry date.

	Fixed Term Loan
	Amount up to Tk. 11.00 Lac: The Number of unpaid/overdue installments is equivalent to three. EMI=three.    

	
	 Amount above Tk. 11.00 Lac: The Number of unpaid/overdue installments is equivalent to two. EMI= two.

	Micro-Credit
& Short-term of Agricultural
	Not Applicable.  



(3). Sub-Standard (SS):

	Type of Loans & Advances
	Comments on SS

	Continuous Loan
	It will be more than three months and less than six months overdue from the expiry date.

	Demand Loan
	It will be more than three months and less than six months overdue from the expiry date

	Fixed Term Loan
	i. Amount up to Tk. 11.00 Lac: more than three months and less than six months of EMI.

	
	ii. Amount above Tk. 11.00 Lac: more than two months and less than three months of EMI.

	Short-term Agricultural & Micro-Credit.
	During a twelve months period beginning from the expiry date.



(4). Doubtful (DF):

	Type of Loans & Advances
	Comments on DF

	Continuous Loan
	06≥overdue<09 months Since the day it expires.

	Demand Loan
	06>overdue≤09 months Since the day it expires.

	Fixed Term Loan
	i. Amount up to Tk. 11.00 Lac: 06>EMI≤09

	
	ii. Amount above Tk. 11.00 Lac: 03>EMI≤06

	Micro-Credit
& Short-term of Agricultural
	During a thirty-six months period beginning from the expiry date.




(5). Bad/Loss (BL):

	Type of Loans & Advances
	Comments on BL

	Continuous Loan
	Overdue ≥09 months Since the day it expires.

	Demand Loan
	Overdue >09 months Since the day it expires.

	Fixed Term Loan
	i. Amount up to Tk. 11.00 Lac: 09>EMI

	
	ii. Amount above Tk. 11.00 Lac: 06>EMI

	Short-term Agricultural & Micro-Credit.
	During a thirty-six months period beginning from the expiry date.




     Note: If the loan is repayable on periodical installments source, each quarter treated as 03 equal monthly installments.

 (b) Qualitative Loan Categorization Decision:
If another improbability or concern emerges in the deference of any permanent, necessary or fixed-term loan, the like shall be listed as the source of the methodological decision.
 
· If the protection interest is greater than the volume of the credit. 
· If it’s there no other business.
· If fund diverted. 
· If insufficient stock etc.

Therefore, the entire loan can be categorized according to a qualitative judgment. usually it is done by in the Bangladesh Bank checkup team.

·  Classification credit interest:

a.  When SS & DF classifies any loans or advances, interest on such loans will be credited to the Income Suspense Balance rather than the Profit Balance.
b. a. If the loan is rescheduled, the unfulfilled debt will be credited to the Debt Anticipation Balance rather than the Profit Balance.
c. c. If any credit or advances are classified as bad / loss, the debt charge on the similar account will be terminated.
d. If any classified loan or part is improved, Firstly the interest paid and incurred but not repaid shall be gained from the down payment and eventually the sum to be accustomed.
· Guidelines for loan rescheduling:  As per BRPD Circular No.15 of 2012 & 06 of 2013 Bangladesh Bank gives some guidelines for rescheduling of a loan. 

a) The Bank shall have in place a policy accepted by its Board of Directors specifying the circumstances and conditions under which a line of credit can be rescheduled.
b) Bank shall carefully look at the causes that’s why the loan has turn into NPL.
c) Required down payment must be paid in cash at a moment before rescheduling. Bank has to deal with the submission for putting off within 3 months upon acceptance. If any borrower gave any cheque disbursement in order to other tool, then bank must ensure encashment. Each and every deposit received beforehand from time to time shall not be considered as a down payment.  
d) Before repaying the deposit, the borrower 's capacity to repay must usually be considered.
e) The bank have to appraisal the borrowers CFS, BS, IS & other financials to ensure the repayment capability of the installment or existing liability.
f) To carry out dot inspection of the borrower industry position if needed.
g) The loan can be rescheduled if the bank is satisfied after owing the assiduity as described above.
h) The bank's credit board must warrant the withdrawal like any loan on paper declaration.


3.6 [bookmark: _Hlk35036562][bookmark: _Hlk35036900]Classified Lending Interest Accounting:

Every loan or charge shall be listed as 'Sub-standard and 'Doubtful' rather than crediting the interest accrued on such loan to the Interest Doubt Account. In the case of rearranged loans, the unrealized interest, if any, is attributed to the Interest Uncertainty Account, rather than crediting the Income Account equivalent.
The allegation of interest in the related account will stop as soon as any loan or charge is marked as 'bad / loss.' On the grounds of filing a case for repossession of such debt, interest may be paid in the loan account for the time up to the filing of the suit in order to file the like for the total major plus interest. But interest paid in either the loan account must be held in the account 'Interest Suspense'. Every "interest is paid towards another 'Bad/Loss' account of some certain irregular reason, the same would be held in the "Interest Suspense" account. If a specified loan or portion is recovered, i.e., actual deposit is affected in the debt account. The first interest paid and accrued, but never will be increased through the deposit and the amount to be changed thereafter.

3.7 Care of Provision:
a) General Provision: 
There is some following way which bank have to be maintain:
	(l) Contradiction of all (SME) unclassified loans of Small & Medium Enterprises have 0.25%. 
	(2) 5% of the unclassified rate for consumer funding and 2% of the unclassified rate for loans such as: Experts setting up market under Customer Financing Arrangement, Housing Finance, Loans to Brokerage House Brokerage Loan, Merchant Banks, Stock merchants, etc.
	(3) 1% in contradiction of all extra unclassified loans.
	(4) 1% will be retained for off-balance sheet exposures. Donation will be based on overall exposure and total cash margin or the amount of eligible assurance will not be subtracted when measuring off-balance sheet disclosure.
b) Definite Provision: 
Banks must maintain requirement in respect of classified Continuous, Demand, and Fixed Term loans at the subsequent percentage. Which one is: 
	(1) Doubtful 	: 55%
       (2) Sub-standard 	: 15%
	(3) Bad/Loss	: 100% (In Total)
c) Short-term of Agricultural and Micro-Credits for Provision:
	(l) All credits also include 'Doubtful,' 'Sub-standard,' sporadic and daily credit accounts are 5%.
	(2) Bad/Loss is 100%
3.8 Cover all provisions on expected losses:

The minimal percentages of provisions in subsection 4 for exposure levels to each classification form are compulsory minimums and banks are strengthened to account for a higher provision than anticipated loan stream losses or individual loan requirement.
3.9 Provision Base
Intended for qualified securities of following types of provision would be preserved and those stated rates of the classified loans less the amount of Interest Suspense on its outstanding balance and the eligible collateral value:
	a. Against the loan deposit with the same bank under the lien.
	b. Government gives the bond/savings certificate under the lien,
	c. Government or Bangladesh Bank gave the guarantee.
For all the extra qualified collaterals, the provision will be continued at the stated rates on the balance intended as the greater of the subsequent two amounts which is:
	i. The listed loan with its unpaid balance is less the amount with interest suspension and the amount of capital qualifying. And Lastly,
	ii. The percentage of outstanding balance is 5%. 
Even so, the unsuitable debt covenants be further revised nearly in conjunction with best practice criteria of the world class.
3.10	Qualified Security
In the classification of 'Worthy Collateral' as stated in the next collateral overhead, qualified securities will be engaged in the interpretation of the provision basis:
· Deposit under loan would be 100 per cent.
· The government bond / savings certificate limit under lien would be 100%.
· The Governmental bank which is Bangladesh Bank issued the 100% guarantee interest. 
· The market value of gold or gold jewelry promised to the bank at 100 per cent.
· The 50% of market value of goods kept in reserve under the Bank's controller.
· Average market price of a bank's mortgaged land and building or property valued at 50 percent.
· On an average market value of the last six months, or 50 percent of the face value, is either less of the stock exchanged. 

3.11 Loan Rescheduling
Bangladesh Bank has deal out the globular with two resolutions:
1) To lead into the strategy deportment of the Bangladesh Bank that rearranging should be finished only in partial conditions and under boundaries.
2) To assist the banks to have all remaining directions in addition to new guidelines and also methods for loan reorganizing. Which is:
· Time limitation for rearranging (Rescheduled demand and continuous loan should be paid in monthly installments)
· Conditions to be met for availing new loan facilities after rescheduling.
· Special considerations for stock lot clients and fertilizer importers.
· Limitations on enhancing the loan period to maturity.
Guidelines to Loan Rescheduling Application:
· A bank will have its own rules approved by its governing board specifying the conditions including circumstances by which a loan may be rearranged, consistent for that spherical situation.. These situations might be harsher which cannot be tolerant in any circumstance.
· The procedure needs to be controlled to sidestep routine rearranging and also repeat rearranging.
· Rescheduling must be vindicated in written announcement through the credit committee of bank.
· Required down payment to be paid in cash and at a time. If paid through cheque or other instrument encashment of the same must be ensured before processing.
· Application must be addressed within 3 months upon receipt of down payment.
· The bank will consider carefully the reasons how the debtor was becoming ineffective. If it’s satisfied, the reschedule proposal may be considered.
· If the creditor is found to have diverted the fund or the normal defaulting loan, the bank does not find the application.
· Must be contemplate complete settlement ability through the borrower.
[bookmark: _Hlk40318959]Rescheduling set limit for Continuous Loan: 
	Regularity
	Classified as Sub-standard (SS)
	Classified as Doubtful
(DF)
	Classified as Bad/Loss (BL)

	First 
Rescheduling
	The rescheduling date is approx. Eighteen months
	The rescheduling date is approx. twelve months
	The rescheduling date is approx. twelve months

	2nd Rescheduling
	The rescheduling expiry date is approx. Twelve months
	The rescheduling expiry date is approx. nine months.
	The rescheduling expiry date is approx. nine months

	3rd Rescheduling
	The rescheduling expiry date is approx. six months.
	The rescheduling expiry date is approx. six months.
	The rescheduling expiry date is approx. six months.

	
Conditions: All of the vital and interest operating expenses must be made during most of the postponed stages. Rescheduled balance in monthly installments will be refunded. The loan would be graded as BL if the number of shirked payments is equal to the number of Three-monthly instalments.



Expediting Time limit with Demand Loan:
	Frequency
	Classified as Sub-standard (SS)
	Classified as Doubtful (DF)
	Classified as Bad/Loss (BL)

	first Rescheduling
	The rescheduling date is approx. twelve months.
	The rescheduling date is approx. nine months.
	The rescheduling date is approx. nine months.

	2nd Rescheduling
	The Rescheduling expiry date is approx. nine months. 
	The Rescheduling expiry date is approx. six months.
	The Rescheduling expiry date is approx. six months.

	3rd Rescheduling
	Rescheduling expiry date is approx. six months.
	Rescheduling expiry date is approx. six months.
	Rescheduling expiry date is approx. six months.

	Conditions: All mandatory major and interest payments have to be made during the deferred period. Reconfigured would be paid back in monthly refunds. If the number of shirked installments is different from the average of Three-monthly installments, and the loan is graded as BL.



Rescheduling set limit for Fixed Term Loan:
	Frequency
	Classified as SS
	Classified as DF
	Classified as BL

	First Rescheduling
	It cannot be beyond thirty-six months from the expiry date of the loan as stated in the permission letter.
	It cannot be beyond twenty-four months from the expiry date of the loan as stated in the permission letter.
	It cannot be beyond twenty-four months from the expiry date of the loan as stated in the permission letter.

	2nd Rescheduling
	Rescheduling expiry date is approx. twenty-four months.
	Rescheduling expiry date is approx. eighteen months.
	Rescheduling expiry date is approx. eighteen months.

	3rd Rescheduling
	Rescheduling expiry date is approx. twelve months.
	Rescheduling expiry date is approx. twelve months.
	Rescheduling expiry date is approx. twelve months.

	Conditions: All required major and interest payments must be complete within the rearranged period. Rescheduled balance will be refused to refund in installments made monthly or quarterly. The loan would be graded as BL if the volume is equivalent to Six monthly or Two quarterly installments.




Rescheduling set limit for Short-term of Agricultural and Micro-Credit loan:
	Frequency
	Period

	First Rescheduling 
	Reimbursement period towards rescheduling does not exceed two years after the loan expires.

	2nd Rescheduling
	Maximum one year from the rearrangement date.

	3rd Rescheduling
	Maximum six months from the rearrangement date.



At the moment when the Board of Directors (BOD) or Executive Committee (EC) is proposing the rescheduling bid, the bank will clarify to the BOD or even the EC, even as  those case may be in the particular inferences of these rescheduling on the basis of the bank total revenue and other areas. These appraisal reports must be put before the BOD or EC as an annexed statement authorized by the bank's nervous bank (branch) manager and also Managing Director (MD).
Down Payment system for all loans:
	1st Rescheduling:

	
Demand Loan and Continuous Loan:
(Common)
	Overdue volume of loan
	Down payment limit

	
	Till one   corer BDT  
	Fifteen percentage almost

	
	On top of BDT one Crore and till BDT five Crore almost.
	10% (but not less than fifteen lac)

	
	Also, above 500 Crore BDT.
	5% (but not less than 5 lac)

	Loan term loan and Short-term of Agricultural and Micro-Credit loan:
	25% (earlier 15%) of delinquent installments, or 10% of the overall remaining installments whichever is less.

	2nd Rescheduling (Common):

	All types of loan
	20% of the total loan outstanding amount of loan, whichever is lesser or Cash payment of minimum 30% of the overdue installments.

	3rd Rescheduling (Common):

	All types of loan
	Thirty percent of the total unpaid loan amount, whichever is less than or Cash payment of at least 50 percent of overdue installments.



Interest Suspense and Classification of Rescheduled Loans
· The rescheduled loan shall be listed by the bank with the appropriate requirements as per BRPD Circular 07/2012.
· Bangladesh Bank Inspectors must check all Classification Loans.
· The creditor shall not be deemed a "default creditor" and the rescheduled loan shall not be deemed a "default lender".
· If the loan has not been postponed, interest on rescheduled loans will be picked up in compliance with Circular of BRPD No. 07/2012.
After Rescheduling New Loan Facility:
Rescheduled debtor may gain a new enhance existing credit loan or if comply with some conditions: -
· The creditor shall pay approximately 15 per cent of the "Outstanding Balance" except the rescheduling down payment.
· In that case borrower from another bank, the same rules regulation will be appropriate and NOC from rescheduling bank/NBFI to be obtained.
· Exporters can receive additional credit facilities pursuant to settlement of at least 7.5 percent of the "Outstanding Balance".
· CIB / CL records should be shown as rescheduling-1,2, and 3 (as may be the case). If waiver of interest reporting will be as RSIW-1 / RSIW-2 / RSIW-3 (as the case may be).
Loan Rescheduling for Special Condition:
· • If the export-oriented textile industry or knit garment factory loan-based account turns out to be unfavorably categorized due to the stock lot and the loan can be rescheduled without the required down payment. Even then, the export proceeds or sales from the stock must be used to repay the loan. Compulsory loans on the above assets would not be sufficient also loan or contract loan for project in this region.
· After rescheduling, expansion application or new loan will be measured after disbursing as a minimum 7.5% of the “Outstanding Balance”. New loans from many other banks are the topic of having NOC from the rescheduling bank.
· The loan can become rescheduled through a necessary down payment, if the Compost Traders' Loan Account converts unfavorably classified owing to postponement in the government funding earnings and disbursement of subsidy bill.
· For rescheduling as overhead no previous support, Bangladesh Bank will be obligatory.
 Covering the Time of Maturity Restriction of a Loan Term Loan:
The duration of a time loan can be a lengthy subject to the following settings & limitations:
1. The loan may involve execution which can be standard or SMA.
2. The settlement must be completed at the flat in which the loan may have been originally accepted.
3. The maturity time might be long by an age of period which is not beyond 25% of the present remaining period to maturity.


3.12 Recovery of Classified Advances
Bangladesh Bank Guidelines
CRM 's Recovery Unit would support accounts of persistent worsening (a Sub Normal or worse risk score) directly. Banks can request that EXIT accounts classified 4-5 or may be 6 transferred to the recovery unit for a capable exit based on CRM and Corporate Banking praise. A changeover / repurchase checklist will be completed whenever an account is clarified out after Relationship Management to Recovery Unit.
The Recovery Unit 's main tasks are:
l) Conclude Plan of Account Act / Strategy for Recovery.
2) Track all possibilities for recovery, receipt or insolvency of customers as needed.
3) Provision for tolerable and well-timed loan losses is made on the basis of real and expected losses.
4) Standard assessment of the 6th grade or lower account balances.
The management of nonperforming loans (NPLs) problems necessity is a long term process and the consequent policy must have been reviewed frequently along with the adequacy of the rations. To update the lending guidelines, a system should be recognized for sharing the lessons learned from the experience of credit wounded.

Banks’ usual efforts to regularize the non-performing assets (NPAs)
Banks usually comportment an analysis and follow up of all unequal/classified advances to de-classify and legalize the same by applying the efforts as stated below:
1) Overdrawing — In case of any overdrawing allowed outside limit for lawful reason, adjusting the overspent amount and conveying the obligation within limit by tracking the mortgagor.
2) Overdue — By intervening renewal for adjustment.
3) By renewal - If circumstances i.e. debtor's favor/integrity/business place license so.
4) By enhancing the current limit - If on judging, after appropriate calculating and taking ability of business into account. It is inventing that the main of limit authorized formerly was not plenty as per convinced essential, the frontier may be got superior to a functional amount by the appropriate power of the bank.
5) The concerned bank after cataloging any loan on the basis of qualitative decision can derestrict that loan if qualitative exactness does happen.
6) Any loan that is consequently reliable by Bangladesh Bank's Inspection Team may be disrupted by the authorization of Bank’s Board of Directors. Conversely, before these circumstances are brought into the Commission, the CEO and the nervous Branch Manager must consume to verify that the circumstances for derestriction have been satisfactory.
Legal Process used for Recovery
· Serving Notice
Bankers usually take all out forces to precise the confidential advances, even by visiting the mortgagors’ place of business communicating them personally and also the guarantor, if any. When the mortgagor does not come forward to adjust the advance, the bank has no other substitute but to oblige allowed notice to the mortgagor as thriving as guarantor, if any concluded registered post with gesture due slipup. This notice is seamed with due support of the experienced authority.
If the advance is alongside hypothecation of belongings, the bank below the relative documents has a right to take proprietorship of the goods and treat it as a initiate. After taking proprietorship of the goods as initiate or where the goods are already in vowed go down under bank’s guardianship, the notice would municipal the following:
l) In case the advance is not entirely and lastly attuned within a specified time, say, 30 days, the bank will have the preference to arrange of the goods over private cooperation or by community auction without further allusion to the insolvent at the best likely rate and the sale gates will be applied towards payment of the accountability by interest,
2) If the sale continues do not cover the advance accountability by interest, the mortgagor and the guarantor will be liable to amend the balance due. Waning which, the bank shall be embarrassed to go for legal action counting shred suit alongside the mortgagor as well as the supporter to convalesce the balance due.



· Security Sale
1. By Private Sale
The subsequent points would be taken into contemplation:
a) Just in case of reserved sale of goods, inscribed sealed offers would be summoned since at least three attentive buyers, consuming examined the goods by them.
b) If the sanctuary is adequate, only so much of the sanctuary should be sold which would cover to adjust the responsibility, except when the sanctuary is inseparable.
c) An appropriate record of the sale should be sustained.
d) The mortgagor would be counseled of the sale position of the sanctuary (part or whole) in writing from time to time.

2. By Public Auction
The succeeding would be taken into deliberation:
	1) The sale by auction would be well presented at least in two indigenous dailies.
	2) The date, place, time of sale and the specifics of belongings would be indicated in the advertisement.
	3) It would also be indicated in the advertisement that the bank investments the right of rejecting the maximum bid or any bid minus conveying any reason to elude any practical condition.


3. Sale of Government Securities 8r Stock Shares
Government Bonds, Treasury Bills or other securities should be in cashed through bank’s Treasury Department and stock shares should be sold through banks Brokerage House.

4. Disposal of Mortgaged Property
By virtue of deed of mortgage although, the bank acquires the right to sell the mortgaged property, but it cannot take over physical possession and as a result, the buyer cannot get absolute possession of the property by sale agreement. Therefore, the bank is required to file suit in both equitable and legal/registered mortgage for recovery of dues by sale of the forfeited property. An initial verdict is agreed by the law court alongside the borrower/ mortgagor in the earliest occurrence open-handed them time to transfer the guaranteed property. If the guarantor fails to pay dues to the bank/ mortgagee in the specified period, a ultimate verdict is conceded alongside them gathering the sale of the property over the law court.

Filing of Suit
Before deciding to file suit against a particular borrower, the bank should carefully examine the following:
	l. Chances of recovery of the debt. the estimated cost of the litigation (court fees, counsel’s fees and other expenses) and the approximate time that would be required for getting a decree. On the basis of the information it is to be decided whether it will be worthwhile to initiate legal action or to write off the amount.
	2. Whether the documents are in order i.e. there is no deficiency to file a suit.
	3. Whether the case is being filed as per limitation period as under:

(a) Within three years
· Of execution of Demand Promissory Note.
· In case of overdraft, if no adjustment is made within three years of creation of the same.
· • Doubt is recoverable from the source of an altercation bill or loan agreement that is outstanding at an immobile time after the date contained three years from the date on which the alleged bill of exchange or loan agreement cascades are outstanding.
· Vogueish the instance of improvement on a tie nevertheless of period of outlay is itemized or not, indoors three eons since the date of finishing of the oath.
· Stipulation an money up front has been completed on a remortgage of moveable property or is, else safeguarded by a burden upon steady property plus the money is payable by the mortgagor on petition plus no repayments stand settled to;
	Or,
· Doubt the remortgage money is unsettled through chapters and the remortgage exploit requires a division that if nonattendance is prepared in imbursement of one or more segments, the entire expanse will decrease outstanding besides the mortgagee requirements a individual announcement alongside a mortgagor, ensemble to be paraded inside three years of the implementation of the remortgage endeavor or the period of the avoidance.
(b) Within twelve years
· Just in case of early payment arranged a remortgage of permanent property before is else, protected thru a custody upon immobile property also the money is unsettled by the mortgagorionipetition and no portions are settled to.
· Doubt the remortgage money is unsettled through repayments also the remortgage endeavor lay down a divisionithat if avoidance is through in expense of one orlfurther repayments, the unabridged expanse intends to tumble owed.
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Chapter 04
NON-PERFORMING ASSETS AT MTB

4.1 Reason behind the Non-Performing Loans 
While working and studying over NPL issues. I would like to arise by a positive source which is non-performing loans. The reasons were described wisely in positive pupillages which I consume to read and these roots have been specified beneath:
• Absence of business experience 
Persons short of previous business thoughts have a habit of jump up into a business afterwards their retirement. Later on, after it derives a starting business properly, and these persons at a times loss & end it up also can not being able to refund those loans amount which they supposed to authorize from banks. So that their loan is become a non-performing loan. 

• Absence of Business and  Institutional of Training Background 
In modern generations have a habit of track their old businesses (family business) at the end of the day. In this state to them operational as a business without previous knowledge or drills. In some way might be turn as an adversative condition for this business, and top to a flop but cannot able to repay loans. 

• Refusal for pay
This cause has to be the most mutual wonders in our nation. Minimum group of people who are attentive repay the loan. Lack of money spent run in the business or it might be when the security in charge think it’s not a problem, it can be repaid but unfortunately, it’s not.

• Absence facilities of supporting
Now business have need of maintenance through other sources as an example specialist of government. When the cash is predisposing and the project is silence than it wants sustaining without more beneficial business might convert debilitated and reason of bad luck in following periods of times.

• Non good-looking business
Non-attractive industries often end up standing in the backlog of loans that are not reimbursed. The reasons of poor economic presentation on those companies that may have a weak cash in-flow indicating that the company has less cash on liquidity and the result is a default loan.

• Solid rivalry
Competitive pressure doesn't lead straight to a default loan. Often it will be as an indirect trigger in the same forum due to unadorned promotions from same to related firms. Once the reliable company loses to earn sufficient revenues yet still, they also have limited ready assets so the loan will ultimately not be refunded.
• Deprived capability of management
If loan nonpayment is relatively upper, then the companies might have poor supervision ability which Banks habitually checked the management frame of a firm earlier authorizing a loan. So the main thing is if the management group is tough, then the sanction of loan will be faster and success and will lead in lesser chance of a loan default.

• Deprived performance of finance
An unhealthy financial show a low affluence which eventually principals to a loan default and this is the main cause behindhand so many loan defaults.
• Deprived cash flow
The weak cash flow is another step toward the deprived financial results. If it eventually means that the company doesn't have enough payment in cash, then there might be a lower cash flow. Lack of surplus cash means that the company cannot repay the loan. If they sell their products or services on credit, a gainful business might be hurt from a poor cash flow.

• Bias
Managers can tend to sanction loans to his/her own relationships or relatives. At this same path, some political people can do also take nepotism from the help of high rank of bank managers.

• minimum market share
Low market shares indicate with poor deals, and poor deals give you low profit and advantage which arises through default. A niche competition in the workplace and a company's extremely small market share can be imaginative enough to repay its entire loan pledge in addition to significant persuasion. Nevertheless, work on a field in their showcase which should not suitable or might consume fewer customers and It expected it could not be helpful on that level. But you can't pay anything on the installment.

• Overdue loan proposal assessment
In some situation bank make a surveying credit which based on business form recommendations. If it doesn't have enough money because of the bank's suspended assessment, that time the firm grimly wants money.

• Overdue fund disbursements
Undeniably after analysis of the plan, successful selection is captivating. Bank don’t need to distribute reserves till safety certification duties are finished by this. Consequently, a business does not grow provision when it’s actually needs that. A few defaulters protested about succeeding payouts.

• Proper monitoring absence
Take care of a loan that has been approved and also a very significant role that must be performed but also undertaken by the bank management. The bank need to see that first what purpose the loan is using for. are they using exact the same reason which they were taken the loan. It may principal to a default loan, if the loan has been applied for some other cause. The bank assumes to contract those interest installments of the loan from either the company's financial income whom they were taken. nevertheless, if the loan is used for another reasons, then the bank won't get its capital back. And this will primarily be in a non-performing or default loan.

• Lack of appropriate measures
Only after careful evaluation will corrective action be taken when you try to take proper action. If a proper action can be occupied, then the probabilities of loan defaults become reduction eventually. For a sample, the management of bank should guide somebody in custody to take an appearance at that business’s situation, if a firm failure to give some installments.

• Lesser GDP growth
This will be seeming those companies which contract to client matters are directly prejudiced of the whole budget by the GDP growth. Expected customers and debtors take harangued which is a big ruler indicator influences the generation of a cash that a corporation and subsequently recompence of the loan.

• Changes in Government strategy
Considered by government as a negligible reason of the outline as per the credit default although on the local deals it has a small consequence and transmission of these objects of the corporations. On the other reasons like as imperfect loaning preparation, requirement of examination of commercial threats, requirement of suitable assessment on safety or agreement stuff, unwarranted influence on debtors, external burden. arrangement of government for imbursement of credit, requirement of legal movement.

• Increase those crimes and frequent Hartal
Governmental weakness of a country creels the construction and the dispersal of these stuffs in a horizontal method and the Governmental chaos which is measured another sources in our nation for the credit default.

4.2 Belongings of Non-Performing loans

Subjects of non-performing loans include: end money driving, decrease earned, growth in price of loan. All these leads are rise in the principles of safety and danger of economic slump.

· NPL is a reason of a presentation issue for the banking sector. It is a reserved found through a numeral of economic forecasters which is dwindling level banks have a proclivity to be a located detached from the most well-organized boundaries. Since the banks don’t improve their assortment selections through lending much less than intreated.

· There is some terrible trailing in between the performance ability and non-performing loans. Increasing the NPL can affect the performance of the loan in many other situations when an unexpected optimal situation exists. Reluctant choice can diverge info subject which is receipts laid beforehand the contract. Just like an occasion: vast threat type customers or absolute rule breakers must be sharpest to gross out a loan and owing to the fact which they are not going to take refund. Later on that aggressive selection will increase the prospects when a credit holder may be completed to a bad credit chance or bankroller might select no lengthier to take any loans, and also undeniably to think that there are exact credit notch fears confidential in the market place.



· The credit crunch situation is created by the NPL. Financial crisis is a Bank ration loan phenomenon disbursement and new credit commitments in order to protect, but add extra risks. Banks treat mortgage as an asset. They expect return from it. If loans become NPLs then banks have loss of fund to give loan in accordance their commitment or banks could provide loans at their previous hobby price. Customers need to pay extra. So loans may be defaulted. Credit crunch additionally will increase the charge of NPL. 

· Due to high growth of NPL money cycling gets stopped. In any business cash flow always has been negative impact because of Slow flowing.

· While the NPL is lengthened then then earnings of interest get paused. But on the other hand, the expenses of deposit and the custody of regulator don’t stop. To control the cost sideways with the expenses of account and the current loan cost requirements to be like extended. Suddenly the interest rate of increment creates difficult in return cash for an unused debtor to the bank. Therefore, the investment rate will reduce.

· NPL affects to opening a Letter of Credit. Always International traders select a good condition exporter bank. Bad condition effects the bank of opening a new LC. LCs makes low bank earning of gives low rate.

· NPL occurs a simple loaning conduct. When banks are preequilibrium on its selection, they pick the mark of threats which they might accept for a assumed shape projected of return in according to risk because of banks must have reserve 10% of their risk. Loans is an unstable asset which a bank treat. Banks will count on over the top return while the stage of non-appearing loans energies previous on a convinced influence which banks cannot accept and it also effects bank's rebalancing actions. So that we can say when NPL go to the border line of the border end then they will start to manufacture on additional loaning of deprived outcome.

· A positive relationship has been with interest rate to NPL. if NPL rises, those loans are treading as an asset riskier. In that case the interest rate is also increases to have enough rearrange the loan to shelter the peril. 



4.3 Creativities engaged through Mutual Trust Bank retrieval of NPL:

· Default customers are constantly being sought through official letters, calls, visits on their place jointly by the head office and the Branch.
 
· A senior level executive Head Respective of Branches and Heads Office has molded for regaining of classified loans of the Bank through a good team. They have studied the station about the non-performing loans. 

· Each branch receives a recovery goal at the beginning of the year, which classifies loans. Also, success the goal through the branches are studied continuously by Head Office.

· Since the financial position of a client is legal procedures on long drawn. A fixed amount is set which would be remunerated in contrast to the non-performing loan after that lawful activities are accordingly done. 
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Chapter 5

Findings, Recommendation & Conclusion

5.1 Findings

· Advance is the main asset of banks. Each and every asset adopts some risks. As a result some advances become non performing advances. 
· The advances against collateral security become less classified than the advance against without collateral security. 
· In the case of investment, the bankers must need knowledge and experience in this particular area. 
· In the case of loan penalties bankers must comply with the requirements and terms of the advice on sanctions.
· In each and every loan they have to consider the risk and try to mitigate the risk. 

5.2 Recommendations
· Vigorous persuasion towards is needed the borrower to deposit the over due money and classified money.
· The legal procedure is so lengthy and government should take initiative regarding this process.
· Government should also apply some additional embargo to defaulter people like – to stop medical facilities, education facilities, etc.
· Government can appoint strong arbitration to solve the problems. The arbitration or mediation organization can use the transgender people by training to recover the classified loans.




5.3 Conclusion


Non-Performing Loan of a branch is like a cancer disease of human. The present policy of government is not sufficient to recover the loan. Government can apply some additional embargo to defaulter people like – to stop medical facilities, education facilities, etc. Government can also appoint strong arbitration organization for the recovery of bad loan. Bank can also appoint third party for recovery. The overall position of NPL of MTB, Elephant Road Branch compare to peer banks is very good.
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