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ADR = Alternative Dispute Resolution
BBLC = Back to Back Letter of Credit
BMRE = Balancing, Modernization, Replacement and Expansion
BRPD = Banking Regulation and Policy Department
CAT = Credit Application Template

ADR = Advance Deposit Ratio

CL = Classified Loan

CLRR = Classified Loan Review Report
CRG = Credit Risk Grading

CRM = Credit Risk Management

DF = Doubtful

ECAI = External Credit Assessment Institute
ECC = Export Cash Credit

EDD = Environmental Due Dilligence
EnvRR = Environmental Risk Rating

ERM = Environmental Risk Management
ETP = Effluent Treatment Plant

FDBP = Foreign Documentary Bill Purchased
ICT = Informantion and Communication Technology
KYC = Know Your Customer

LC = Letter of Credit

LIM = Loan Against Imported Merchandise
LTR = Loan Against Trust Receipt

MCR = Minimum Capital Requirement
MOU = Memorandum of Understanding
NPL = Non Performing Loan

PAD = Payment Against Document

PC = Packing Credit

PCR = Project Completion Report

RM = Relationship Manager

RO = Recovery Officer

RU = Recovery Unit

RWA = Risk Weighted Asset

SEZ = Special Economic Zone

SMA = Special Mention Account

SME = Small and Medium Enterprise

SRP = Supervisory Review Process

SS = Sub Standard

STD = Standard

ICAAP = Internal Capital Adequacy Assessment Plan
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Afaf8-0d
Manager
Bangladesh Krishi Bank

Sub: Letter of Acceptance.

Dear Sir,
With reference to you Loan Sanctioned Letter No.BKB/....................... /2018 Dated.
10.08.2018. I/We do hereby agree with all the terms & conditions contained therein.

Your’s Faithfully,

Managing Director
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AfAfAB-0)

LF-60(e)
LETTER OF CONTINUITY
The Manager Place................
Bangladesh Krishi Bank Date......ccveue...
Dear Sir,
Referring to the Demand promissory Note for TK.......ccccceveeeeerieieieeeeninnneeennnns (Tk.
.................... ) only (for ................. Trading) dated ................... made by .....ccoovvviiririinnnns,
Borrower in favour of ......ccccoevviiiiiiiiiiiiiiiininnn, and endorsed by the latter to your bank, a

which is given to you as a Continuing Security for repayment of any outstanding including
interest in my/our overdraft/cash credit account which is at present outstanding or may be
outstanding in future in my/our account with you, I/we undertake that I/we will remain
liable on the said Promissory Note jointly and severally until final adjustment of the loan,
notwithstanding the fact that the outstanding in the said account may from time to time be
reduced or completely extinguished or brought into credit by payment of cash /cheque

therein by me/us.

Your's faithfully

Guarantor Borrower
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AfAf#B-08
LF-60(g)

REVIVAL LETTER

Manager
Bangladesh Krishi Bank Date......cccueue...

Dear Sir,

With reference to my/our Cash Credit/Project Loan Account with you secured by a
Demand Promissory Note dated the .......ccceeevevvvenneee. for Tke..ooeeeunnnns (TK. eveeeeeeenn, ) only
§ {o] SR Trading) with interest made by me/us in your favour, I/we acknowledge
for the purpose of Section 19 of the Limitation Act IX of 1908 and any like Limitation Law in
order to preclude any question of Limitation Law that | am/we are liable to you for payment
of the said promissory note with interest and the same is to remain in force with all relative

securities, agreement and obligations.

Your’s Faithfully,
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AffB-0¢
LF---18
DEED OF AGREEMENT
This agreement made this the day of 2017 between the Bangladesh
Krishi Bank established under the BKB order, 1973 (President’s order No. 27 of 1973)
hereinafter called the creditor, FIRST PARTY.

AND

M/S. e, ( hereinafter called the Borrower, Second Party)
AND

M/S. e, ( hereinafter called the Broker, Third Party)

Which expression shall unless excluded by or repugnant or contrary to the context be
deemed to include their heirs, executors, administrators, legal representative and assigns.
2. WHEREAS the creditor, First Party above named has through a deed of
hypothecation dated............ made an advance of loan of TK........... to the Borrower Second
Party for utilizing the same in the Tea Estate named................... Tea Estate and,
3. WHEREAS the above named Borrower, Second Party through the said hypothecation
deed acknowledge the receipt of the sum of TK.................... as loan from the Creditor, First

Party for utilizing the same in the above named Tea Estate and,

4, WHEREAS the above named Borrower, Second Party has under the terms and
conditions of the above said hypothecation deed, agreed to repay the aforesaid amount of
loan as hereunder.

5. WHEREAS the above named Borrower, Second Party has agreed to the terms and
conditions laid down in the aforesaid deed of hypothecation and,

6. WHEREAS the creditor, First Party has agreed that the above named Borrower
Second Party should sell the entire Tea produce in the aforesaid Tea Estate through the
above named Broker, Third party and,

7. WHEREAS the above named Borrower, Second Party has agreed to sell the entire
qguantity of tea produce in the aforesaid Tea Estate through the above named Broker, Third
party and,

8. WHEREAS the above named Broker, Third party has agreed to accept the tea
produced by the aforesaid Tea Estate for sale by either Public Auction or private provided
that the Broker shall obtain prior approval of the Bank (First Party) as to prices while making
private sales, witnessed as hereunder:-

8. (i) That in pursuance of the aforesaid agreement between the three parties
mentioned above the Broker, Third party shall make payments of the entire sale proceeds

of tea to BKB Branches at Chittagong or other branches as per desire of the First Party on
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prompt dates of respective sales without making any deduction for advances,
manufacturing charges or for any other reasons except Broker's commission and normal
sale charges to be prescribed by the Bank from time to time relating to auction sales only
to the Creditor First Party named above for the First day of June.... .... .... ...... or from the
prompt date of first sale of the season and shall continue so to do out of the sale proceeds
of tea of subsequent season also until the Creditor First Party intimates to the Broker Third
Party to discontinue making such payments and the Broker shall also furnish to the Creditor
a sales return within three days of each prompt date of all teas received by the Brokers
from the Borrowers, the mode of their disposal and the proceeds realized, details of

deductions made the reform and amount remitted.

(ii) That in case of blocking the fund in any manner by the Third party (Broker), he
shall be able to pay full interest for the blocked amount at the highest rate chargeable by
the Bank apart from being liable for other actions as per rule/law of the country.

In witness whereof all the three parties have set their hands and seals hereunto on

the date, month and year mentioned above.

Witnesses:
()i () e
Creditor, First Party.
(2) e (2) e

Broker, Third Party.
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AfRB-ov
LF 60 (c)
AGREEMENT FOR CASH CREDIT
Hypothecation of Goods
(To be stamped as an Agreement in accordance with the stamp duty in force)
(Not to be attested)

.................................................................................. (hereinafter referred to as the
Guarantor of the said Company) agreed to grant accommodation to the Borrower by way of
cash credit account to be secured by the Borrower’s demand promissory Note in favour of
the said Guarantor/s and endorsed to the Bank or order and to be further secured as herein

provided it is agred by the Borrowers and the Guarantor/s as follows :-

................................................................ whether raw or in process of manufacture and all
articles manufactured there from which now or hereafter from time to time during this

security shall be brought into stored or be in or about the Borrower’s go downs or premises

or wherever else the same may be (including any such goods in course of transit or delivery)
with the benefit of all rights relating thereto shall stand hypothecated to the bank on
demand of all moneys at any time payable by the Borrower to the Bank in respect of the
said cash credit account and also as security for the payment and discharge of all
indebtedness or liability of the Borrower to the Bank in respects to any bills of exchange,
promissory Notes or instruments at any time drawn, made, accepted or endorsed by the
Borrower simply or jointly with others which the Bank may discount or become interested
in together with all discount, commission charges, costs (between Attorney and client) and

expenses payable to or incurred by the Bank in relation thereto.

2. That interest at the rate of .......ccccevvennnnen. percent per annum shall be calculated on
daily balance payable by the Borrower to the Bank and charged in account on the last

working day of each month in accordance with the practice of the Bank.
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3. That the Bank shall not be required to make or continue advances on the said cash
credit Account otherwise than at the Bank’s discretion and in no circumstances to an

amount at any one time exceeding with interest thereon the sum of TK

orasumequalto ....cccceeeeeeiieeeeneenenn, Percent of the normal current market value of the said

goods which ever sum may be the less.

4. That the said goods shall be dept at the Borrower’s risk and dispense in good
condition and fully insured against loss or damage as may be required by the Bank.

5. That the said goods shall be kept at the Borrower’s risk and expense in good
condition and fully insured against loss or damage as may be required by the Bank.

6. That the Bank, its Manager and Nominees shall be entitled at all times without notice
to the Borrower but at Borrower’s risk and if so necessary as Attorney for and in the name
of the Borrower to enter any place where the said goods may be and inspect, value, insure,
superintend disposal and/or take particulars and charge of all or any part of the said goods
and check any statement, accounts, reports and in formations and also on any default of
the Borrower in payment of any money hereby secured or the performance of any
obligation of the Borrower to the Bank or the occurrence of any circumstances in the
opinion of the Bank endangering this security to take possession or recovery, receive,
appoint receivers or remove and/or sell by public auction or private contract dispatch for
realization or otherwise dispose of or deal with all or any part of the said goods and to
enforce, realize, settle, compromise and deal with any rights or claims relating thereto
without being bound to exercise any of the se powers or being liable for any loss in the
exercise thereof without being bound to exercise any of the se powers or being liable for
any loss in the exercise thereof and without prejudice to the Bank’s rights and remedies of
suit or otherwise and notwithstanding there may be any pending suit or other proceeding
the Borrower undertaking to give immediate possession to the Bank on demand of the said
goods and to transfer and deliver to the Bank all relative bills, contracts, securities and
documents and agreeing to accept the Bank’s accounts of sales and realist ions as exclusive
proof of amount realized and relative expense and to pay any shortfall or deficiency thereby
shown provided that the Bank shall be entitled at all times to apply any other money or
moneys in his hands standing to the credit of or belongings to the Borrower in or towards
payment of any amount for the time being payable to the Bank on the said cash credit
account or otherwise as aforesaid and to recover at any time from the Borrower by suit or
otherwise the balance remaining payable to the Band on the said cash credit account or

otherwise notwithstanding that all or any of the securities may not have been realized
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provided also that subject to these powers of the Bank the Borrower may with the approval
of the Bank sell the said goods from time to time in due course of business provided the
margin of security required by the Bank is fully maintained and on the term of payment or
delivery to the Bank of the proceeds thereof or documents therefore immediately on
receipt thereof.

7. That all the said goods and all sale, realization and insurance proceeds thereof and all
documents under this security always be dept distinguishable and as the held s the Band’s
exclusive property specifically appropriated to this security to be dealt with only under the
directions of the Bank and the Borrower shall not create any mortgage, charge, lien or
encumbrance upon or over the same or any part thereof except to the Band nor suffer any
such mortgage, charge, lien or encumbrance to effect the same or any part thereof nor do
or allow anything that may prejudice this security.

8. That the Borrower shall submit to the Bank monthly or oftener as may be required
stock statements with list of current insurance policies and amounts attached verified by
certificates of its managing Director or the Manager for the time being that the quantities
and amount stated are car But and that Gaff stocks are fully covered by insurance and shall
also furnish and verily all cerements, retunes certify and shall also execute all documents
and do all acts and things which the Band may require to give effect hereto and the

Borrower authorizes the Band and each of its Managers and nominees as Attorney for and

in the name of the Borrower t0 dO ....cccccceeeiviiiiiiiiiiiniiiiieee e, may be required to do
hereunder.
9. That this agreement shall operate as a continuing security for all moneys,

indebtedness and liabilities aforesaid notwithstanding the existence of a credit balance on
the said account.

10.  That nothing herein shall produce any rights or remedies of the Bank in respect of
any present or future security guarantee, obligation or decree for any indebtedness or
liability of the Bo tower to the Bank.

11.  That it is declared that all present goods aforesaid are the absolute property of the
Borrower at the sole disposal of the Borrower and free from any prior charge or
encumbrance and that all future goods hereunder shall be likewise the unencumbered,
absolute and disposable property of the Borrowed.

13.  That in consideration of the Band agreeing at the request of the said guarantor to
grant accommodation to the Borrower and as part of the security therefore the said
Guarantor/s personally guarantee to the Band the repayment by the Borrower in the Bank
on demand of all moneys at any time payable by him to the Bank in respect of this
instrument as well as the said cash Credit Account and also the sufficiency from time to
time of the quantity and value of the goods hereby hypothecated on the terns hereof and

agree that the Band shall be free without credence or notice to the said Guarantor’s to
60



grant time to and make any arrangement with the Borrower or ant party liable and to bray,
renew, release, realize and deal withal or any of the said goods and any securities,
obligations or decrees aforesaid as the Band may thin fit without impairing the obligation of
the said guarantor/sto the bank in respect of this guarantee or otherwise, and also that if
the guarantor/be more than one individual all shall be bound hereby jointly and severally
and if a firm or members of a firm such firm and all members form time to time thereof
shall be bound hereby jointly and severally notwithstanding any changes in the constitution
or style thereof and whether such firm consists of or be reduced to one individual at ant

time.

Guarantor/s) (Borrower)
For and on behalf of
Bangladesh krishi bank
Manager

Branch
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AfafA8-0q

LF- 60 (d)
AGREEMENT FOR CASH CREDIT
HYPOTHECATION OF DEBTS & ASSETS
(To be stamped as an agreement in accordance with the stamp)
duty in force at the time of execution Not to be attested
Dated the .................. 20

the Managing Agents of the said company agreed to grant accommodation to the borrower
by way of cash credit Account to be secured by the borrower’s Demand promissory note in
favor of the said Managing agents and endorsed to the Bank or order and to be further

secured as herein provided, it is agreed as follows.

(1) That all the borrower’s present and future book debts outstanding moneys
receivable claims. bills, contracts, engagements, securities, investments, rights and assets
(except property effectively, otherwise hypothecated, charged or mortgaged to Bank) shall
be hypothecated to the Bank and its assigns by way of first charge as security for the
payments to the Bank on demand of all moneys at any time payable by the borrower to the
Bank in respect of the said cash credit account and also as security for the payment and
discharge of all indebtedness or liability of the borrower to Bank in respect of any bills of
exchange, promissory notes or instruments at anytime drawn, made, accepted or endorsed
by the borrower solely or jointly with others which the Bank may discount or become
interested in together with all interest, discount, commission, charges, costs (between
Attorney and Client) and expenses payable to or incurred by the Bank in relation thereto.

(2) Thatinterestatthe rate of ...
percent per annum shall be calculated on the daily balance payable by the borrower to the
borrower to the Bank and charged on the last working day of cash month in accordance

with the practice of the Bank.
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(3) That the Bank shall not require to make or continue advances on the said cash credit
Account otherwise than at the Bank’s discretion an in no circumstances to an amount at any
one time exceeding with interest thereon the sum of Tk .....cccovvvriiiiiiiiiiiieiiinnnnn, (Taka
..................................... )Jor the sum stated in any separate deed of hypothecation of goods
in connection with the said account whichever sum may be the less.

(4)  That on any default of the borrower in payment of any money hereby secured or the
performance of any obligation to the Bank or the occurrence of any circumstances in the
opinion of Bank endangering this security, the Bank shall be entitled at the borrower’s risk
and expense an attorney for and in the name of the borrower or otherwise to take
possession and/or appoint receivers of any debts or assets under this security, give notices
of demand to debtors and third parries liable.

Therefore, sue for recovery, receive and give receipts for the same and sell or realize
by public auction or private contract or otherwise dispose of all or any part of such debts or
assets and endorse, settle, compromise (submit to arbitration) or deal in any manner with
any debts or claims under this security and to complete and engage and carry on the
business of borrowers through agents, managers or otherwise without being bound to
exercise any of these powers or being liable for any loss in the exercise thereof and without
prejudice to the Bank’s rights and remedies of suit or otherwise and notwithstanding that
there may be any pinking suit or other proceedings, the borrower undertaking to give
notices to debtors as and when required by the Bank and to transfer and deliver to the Bank
all relative documents and papers and agreeing to accept the Bank’s accounts of receipts
from realizations as sufficient proof. of amounts realized and relative expenses and to pay
any shortfall or deficiency thereby shown provided that the Bank shall be entitled al all
times to apply any other money or moneys in its hand standing to the credit of or belonging
to the borrowers in or towards payments of any amount for the time being payable to the
Bank on the said cash credit Account or otherwise notwithstanding that all or any of the
securities may not have been realized groined also that subject to these powers of the Bank
the borrower may with the approval of the Bank deal with the said debts and assets in due
course of business on the expressed understanding that the same and all proceeds thereof
and documents therefore are always kept distinguishable and held as the Bank’s exclusive
property specifically appropriated to this security to be dealt with only under the directions
of the Bank and the Borrower shall not create any mortgage, charge, lien or encumbrance
upon or over the same or any part thereof except to the Bank not suffer any such mortgage,
charge, lien or encumbrance to effect the same or any part thereof not do or allow any
thing that may prejudice this security.

(5)  That the borrower will carry on business efficiently and will furnish and verify all
statements reports, accounts, documents, and information and will also execute all

documents and do all acts and things which the Bank may require to give effect attorney for
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and in the name of the borrower to do whatever the borrower may be required to do
hereunder.

(6) That this agreement shall operate as a continuing security for all moneys
indebtedness and liabilities aforesaid notwithstanding the existence of a credit balance on
the said account at any time or any payments or fluctuations of accounts.

(7)  That nothing herein shall prejudice any rights or remedies of the Bank in respect of
any present or future security, guarantee, obligation or decree for any indebtedness or
liability If the borrower to the Bank.

(8) That it is declared that all present debts and assets aforesaid are the absolute
property of the borrower, at the sole disposal of the borrower and free from any prior
charge or encumbrance and that all future debts and assets hereunder shall be likewise

unencumbered, absolute and disposable property of the borrower.
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To

Afaf*3-ov
LF-60(f)
LETTER OF DISCLAIMER

The Manager
Bangladesh Krishi Bank

Dear Sir,

We are the owners/ allotteeS/ 1€SSEES/ Of ... .u e e e e aeeaes

We hereby state that we have permitted and given our consent to the storage of

................. at present lying or which may hereafter be received for storage at our

said premises. We hereby declare and acknowledge that the said goods have been

purchased by and/or belong to M/S.....ccccccovvvvinvieeieeeeennen. and under pledge with the
BANGLADESH KRISHI BANK.

In consideration of the BANGLADESH KRISHI BANK allowing the goods to continue to

be stored at the said premises, we represent, covenant and agree with the bank as follows:

(i)

(ii)

(iii)

(iv)

(v)

To allow the employees or representatives of the BANGLADESH KRISHI BANK
free access to the said premises and to the said goods stored therein.

To allow the BANGLADESH KRISHI BANK to post its own chowkidars at the said
premises to look after the goods, to display its name boards at the said premises
and/or near of about the said goods and to carry out inspection to be carried out
of the said goods from time to time.

To keep and store the said goods as the bank’s exclusive property and segregated
from all other stocks and goods kept, stored or being in or at the said premises.
Except with the prior permission in writing signed by duly authorized officer of
the Bank, not to allow the removal of the said goods from the said premises
under any circumstances whatsoever.

Not to hinder or obstruct the Bank or its duly authorized agents or
representatives in any manner whatsoever in the removal of the said goods from
the said premises and we hereby declare and agree that the bank and its duly
authorized agents and representatives shall always be at liberty and have
authority to remove the said goods or any part thereof from the said premises at

all times or at any time without being required to take permission from us.
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(vi)

(vii)

Not to hold the Bank in any way responsible or liable for the rent of the said
premises and/ or for the charges, costs, or expenses or storage of the said goods
in or at the said premises.

Not to make any claim to or against the said goods for any money due to us from
the said Messrs-
Including moneys due on account of rent of the said premises, storage charges,
costs and expenses and we hereby disclaim all right and interests in or to the said

goods.

Yours faithfully
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AR3-05
LF-60(h)

Letter of undertaking by company not to create
any further charge over the property and
assets including uncalled capital.

(To be stamped as an agreement)

To
The Manager
Bangladesh krishi Bank

1. Insert name As part of the consideration for your making or continuing
of borrowers. advance to us (i)

Limited on Demand Loan/Demand Cash

Credit or otherwise, we hereby declare that no mortgage, charge,

lien or encumbrance of any kind other than (2)

2. Here insert

short has been made or allowed over or affecting our undertaking
particulars any property of (whether movable or immovable) and assets
existing (including uncalled capital) or any part thereof and that we
mortgage etc. undertake no such mortgage, charge, lien or encumbrance shall

be made or allowed which we remain indebted or liable

to you in any manner without your previous written consent.

Dated 20

(To be signed by the company under seal)
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Afaf*E-s0

LF-60(i)
BANGLADESH KRISHI BANK
FORM OF GURANTEE FOR ADVANCES AND CREDITS GENERALLY
To
The Manager
Bangladesh Krishi Bank
................. Branch.
Gentleman
1. In consideration of your at my/our requests making advances or otherwise giving
credit 0., (hereinafter  referred to as  “the

Principal/Principals”) whether to him/them/it alone or to him/them/it jointly with any other
party or parties, and whether by allowing him/them/it to overdraw his/their/its account or
by discounting bills, hundies, or drafts of any kind of otherwise, whosoever, i/we, the
undersigned ..., guarantee, payment to the bank of the
amounts of all such advances and credits and of interest, commission, costs, charges and
expenses chargeable by the bank in respect of such advances and credits, provided that

i/we shall in no event be liable under this guarantee to pay to the Bank a sum exceeding tk -

(hereunder referred
to as “the maximum principal sum”) on account of the amount of such advances and
credits. In addition to being liable to pay the maximum principal sum, we shall be liable to
pay interest thereon at the rate chargeable by the bank to “the Principal/ Principals” as also
all commission, costs, charges and expenses which may be recoverable by the bank from

the principal/ principals in respect of the maximum principal sum.

2. I/ We agree that the amount hereby guaranteed shall be due and payable to you on
your serving me/us with a notice, requiring payment of the amount, and such notice shall
be deemed to have been served on me/us by registered post at my/our address written
hereunder or any other address in Bangladesh to which I/ We may by written intimation
have given to the bank request notices addressed to me/us to be dispatched. Any notice
dispatched by the bank by registered post to me/ us to the address to which it is required to
be dispatched by this clause shall be deemed to have been duly served on me/us at the

time when notice would in the ordinary course of post be delivered at the address,
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notwithstanding that the notice may not in fact have been delivered to me/us or that the
address to which it is dispatched may have ceased to be my/our address.
3. (a) In the event of my death during the continuance of this guarantee the guarantee

shall remain in force until written notice of my death is delivered to the bank at its office at-

and my estate and effects will be liable under the
guarantee for all advances made and credits given by the bank to the Principal/ Principals
after my death but before delivery of the aforesaid notice as well as for all advances made

and credits given before my death.

(b) The death of any of us during the continuances of this guarantee shall not
operate as a revocation of its with regard to the survivor or survivors and shall operate as a
revocation as against the estate and effects of the deceased only from the time when
written notice of the death is delivered to the bank at its office
- | S UPRUPPRTR and the estate and effects of the deceased will be
liable under the guarantee for all advances made and credits given by the Bank to the
Principal/ Principals after the death of the deceased but before delivery of the aforesaid

notice as well as for all advances made and credits given before the death of the deceased.

(c) My/our guarantee shall not be revoked or affected by the admission into the firm

of ( ) notwithstanding that the firm may at the

time such advances and credits are made and given be constituted differently from its

present constitution.

4, The guarantee may be revoked by delivery to the Bank at its office at ......... ........
................................................................. of a written notice signed by me/us
............................................. all of us jointly, intimating our desire to revoke the guarantee,
but such revocation shall not affect my/our liability for all advances made and credits given
by the Bank before delivery of the aforesaid notice and also until such time that all dues of
this bank has been fully realized.

5. I/ We agree that the entries in the Books kept in the ordinary course of your business
with regard to the advances made or credits given to the Principal/Principals and with
regard to the interest, commission, costs, charges and expenses debited to principal/
principals shall be conclusive evidence against me of the transactions and matters therein
appearing and of the principal/ principals liability for the sum shown to be due by such

entries.

6. | hereby consent to your making any variance that you may think fit in the terms of

your contract with the principal/ principals to your determining, enlarging or varying any
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credit to him/ them/ it to your making any composition with him or promising to give
them/ it time or not to sue him/ them/ it and to your parting with any security you may
hold for the guaranteed debt. I/ We also agree that I/we shall not be discharged from my/
our liability by your releasing the principal/ principals or by any act or commission of yours
which would, but for this present provision be inconsistent with my rights as sureties or by
your omission to do any act which, but for this provision, your duty to me would have
required you to do. Through as between the principal/ principals and myself/ ourselves |/
we am/ are sureties only. |/we agree that as between yourselves and me/ us, |/ we am/ are
principal debtor/ debtors jointly with him/ them/ it and accordingly i shall not be entitled to
any of the rights conferred on sureties by sureties by sections 113, 134, 135, 139, and 141

of the contract Act.

7. I/ We agree that if the Principal/ Principals shall be found not to be liable to you in
law for the advances made or credits given by you to him/ them, by reason of their
incapacity to borrow or to contract or for any other reason, i shall nevertheless be liable as
Principal debtors to pay to you all the sums that would have been recoverable by you from

me/us as guarantors, if the principal/principals had been liable for the advances and credits.
8. I/We hereby declare that this guarantee is in addition to and not by way limitation
of, or substitution for, any other guarantee or guarantees that | may have previously given

or may hereafter give to you (whether alone or jointly with any other party or parties) and

that this guarantee shall not revoke or limit any such other guarantee or guarantees.

In the presence of witness:- Signature(s) of the Guarantor(s)
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2fFB-3
DEED OF PERSONAL GUARANTEE

which expression shall include their hairs successors, legal representatives and as signs in
favor of the Bangladesh Krishi Bank Establishment under the BKB order No.27 of 1973
having its head offices at 83-85, Motijheel C/A, Dhaka.

Whereas the Bangladesh Krishi Bank agreed to make an advance not exceeding
TKeoi lac, (TK. oo )onlyasaloan of ..o,

Whereas the said ......cccoocoeieiieeiee e, , having no sufficient securities to
mortgage to BKB for the said loan money to be advance by the Bank the said guarantee
agree to stand as personal sureties for the said loan money together with cost, charges, and
expenses. This guarantee, therefore, witnessed as follows:-

1. That the guarantor hereby agree and consent with the BKB to stand as surely and
mortgage personal properties for the entire sum of Tke.oon.i. lacs (Tk.
....................... ) only advance (for ................... Trading) by BKB to said......ccccceoeeverrverennnene.

together with interests, costs, charges and expenses incurred thereon.

2. That this guarantee shall be irrevocable and shall be a continuing guarantee binding
upon the said guarantee till full payments has been made to the Banks overdue together

with  interests, costs, and charges etc. the said loan advance to

3. That the said guarantor shall be personal liable for the entire loan money advance to
................................................................. , together with interests cost charge and expenses

although the guarantors are only members of the said company/Enterprises.

4. That in case of failure of ..., , to repay the entire
dues of the BKB on account he said of TK..........cceeeeeeevecinnnnnnnns (L ) only
[ o] Trading) together with interests, costs and expenses etc. in the due time

guarantor shall repay the said dues of the Bank without any expenses whatsoever in this

respects.
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5. Notwithstanding that as between the said guarantors and... ...... ... ceeet et et cees e
.......................................... the guarantors herein are only sureties yet as between that said
guarantor and the BKB, the guarantor shall be as treated as the principal debtor for all
principal money, interest, cost charges and expenses. Hereby guaranteed and the
guarantors not be released from their personal liabilities by time be being given to aid,
company/Enterprises or by any other variation of the provision contained in any sanction
letter or by anything by reasons of which but for those provisions the guarantor would be

sureties only have been released or discharged.

6. That the guarantor who are also the properties of
...................................................................... , agrees and covenants with the bank that fulfill
and final satisfaction of entire due of the Bank Bangladesh Krishi Bank,
....................................................... L P

............................ , all the properties moveable and immoveable being the said guarantors
within territory of Bangladesh either in their own name or in the names of this dependent

including his wife and children or in Donami.

Witnhesses: Name : - Chairman -
01. Fathers Name:

Address
02.
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DEED OF JOINT GUARANTEE

This Deed of Guarantee executed this the ............. day of ............ by i) Mr.
................................ y SI0T ) vy SI0ciiy ey D) i, SO
................ y rrerreenieeneenny V) ey, OJ0 iy ey ey

expression shall include their hairs successors, legal representatives and as signs in favor of
the Bangladesh Krishi Bank Establishment under the BKB order No.27 of 1973 having its
head offices at 83-85, Motijheel C/A, Dhaka.

Whereas the Bangladesh Krishi Bank agreed to make an advance (for ........... Trading)
not exceeding Tk............. (TKevooreenen, yonlyasaloan of ........ccccooveviiiiiiicins
A N D
Whereas the said .................. , having no sufficient securities to mortgage to BKB for

the said loan money to be advance by the Bank the said guarantee agree to stand as personal
sureties for the said loan money together with cost, charges, and expenses. This guarantee,
therefore, witnessed as follows:-

1. That the guarantor hereby agree and consent with the BKB to stand as surely and
mortgage personal properties for the entire sum of Tk................. (- ) only advance
(G20 S ) by BKB to said..............ooeiiiiinn. together with interests,

costs, charges and expenses incurred thereon.

2. That this guarantee shall be irrevocable and shall be a continuing guarantee binding
upon the said guarantee till full payments has been made to the Banks overdue together with
interests, costs, and charges etc. the said loan advance to .............ccccveeee.

3. That the said guarantor shall be personal liable for the entire loan money advance to
.............................. , together with interests cost charge and expenses although the guarantors
are only members of the said company/Enterprises.

4. That in case of failure of ..........cccccevee , to repay the entire dues of the BKB on
account he said of Tk............. (TKeeoiiiiene ) only (for ........... Trading) together with
interests, costs and expenses etc. in the due time guarantor shall repay the said dues of the
Bank without any expenses whatsoever in this respects.

5. Notwithstanding that as between the said guarantors and... ...... ... ...... ...... ....
...................................................... the guarantors herein are only sureties yet as
73



between that said guarantor and the BKB, the guarantor shall be as treated as the principal
debtor for all principal money, interest, cost charges and expenses. Hereby guaranteed and
the guarantors not be released from their personal liabilities by time be being given to aid,
company/Enterprises or by any other variation of the provision contained in any sanction
letter or by anything by reasons of which but for those provisions the guarantor would be
sureties only have been released or discharged.

6. That the guarantor who are also the properties of .................... , agrees and covenants
with the bank that fulfill and final satisfaction of entire due of the Bank Bangladesh Krishi
Bank, .............  eeeeeeee L e ee——— (0 TR , all the properties moveable and

immoveable being the said guarantors within territory of Bangladesh either in their own
name or in the names of this dependent including his wife and children or in Donami.

Witnesses:
(1) Name : Chairman

Fathers Name

Address

(2) Name : Managing
Fathers Name : Director
Address

(3) Name . Director

Fathers Name
Address
(4) Name . Director
Fathers Name
Address
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sfaf*3-s0

TENDER GUARANTEE:
BENEFICIARY:
SUBJECT: OUR BANK GUARANTEE NO. BKB/-------------------- DATED ---
----------------------- EFFECTIVE FROM -----mmemmemmm oo
FOR US$. ----------m-mmmm oo (U.S. DOLLAR ------m-m-mmmmmmemm - )
ONLY DATE AND PLACE OF EXPIRY AT 12.00 NOON ON OR
BEFORE ------------mmmoeeemm (EXPIRY DATE) AT THE COUNTER OF

BANGLADESH KRISHI BANK, 83-85, MOTIJHEEL C/A, DHAKA.

---------------------------------------- (HEREINAFTER CALLED 'THE TENDERER') INTENDS TO

SUBMIT TO YOU ITS TENDER DATED --r-n-snmmmsmmeemmmeemmmemmmeemmnene FOR THE SUPPLY
OF BREAK DOWN VAN UNDER THE ABOVE INVITATION FOR TENDERS ( INVITATION
FOR TENDER NO FS AND =nnnxnmmemmmeam e )

FURTHERMORE, WE, BANGLADESH KRISHI BANK, UNDERSTAND THAT,
ACCORDING TO YOUR CONDITIONS TENDERS MUST BE SUPPORTED BY A TENDER
GUARANTEE.

AT THE REQUEST OF THE TENDERER, WE BANGLADESH KRISHI BANK, HEREBY
IRREVOCABLY UNDERTAKE TO PAY YOU, WITHOUT CAVIL OR AGRUMENT, ANY SUM
OR SUMS NOT EXCEEDING IN TOTAL AN AMOUNT OF USD.--===========mmmmmm e
---------------------- ONLY) UPON RECEIPT BY US OF YOUR FIRST WRITTEN DEMAND
ACCOMPANIED BY A WRITTEN STATEMENT THAT THE TANDERER IS IN BREACH OF
ITS OBLIGATION(S) UNDER THE TENDER CONDITIONS, BECAUSE THE TENDERER:

(A) HAS WITHDRAWN ITS TENDER DURING THE PERIOD OF TENDER VALIDITY
SPECIFIED BY THE TENDER IN THE FORM OF TENDER: OR

(B) DOES NOT ACCEPT THE CORRECTION OF ERRORS IN ACCORDANCE WITH THE
INSTRUCTIONS TO TENDERS OF THE IFT, OR

(C) HAVING BEEN NOTIFIED OF THE ACCEPTANCE OF THE TENDER BY THE
PURCHASER DURING THE PERIOD OF TENDER VALIDITY,
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(1

(A)

(B)

(©)

(D)

FAILS OR REFUSES TO FURNISH THE PERFORMANCE SECURITY IN ACCORDANCE
WITHTHE ITT, OR (Il) FAILS OR REFUSES TO EXCUTE THE CONTRACTFORM.

FOR BANGLADESH KRIHI BANK
AUTHORISED SIGNATURE AUTHORISED SIGNATURE
THIS GUARANTEE WILL EXPIRE :
IF THE TENDERER IS THE SUCCESSFUL TENDERER, UPON OUR RECEIPT OF A

COPY OF THE PERFORMANCE SECURITY AND A COPY OF THE CONTRACT SIGNED
BY THE TENDERER AS ISSUED BY YOU, OR

IF THE TENDERER IS NOT THE SUCCESSFUL TENDERER, TWENTY EIGHT DAYS
AFTER THE EXPIRATION OF THE TENDERER'S TENDER VALIDITY PERIOD, BEING -

CONSEQUENTLY, WE MUST RECEIVE AT THE ABOVE MENTIONED OFFICE ANY
DEMAND FOR PAYMENT UNDER THIS GUARANTEE ON OR BEFORE --------------------

THAT WE SHALL KEEP THIS GUARANTEE VALID AND IN FORCE TILL -------=--=-------
------------------ OUR LIABILITY UNDER THIS GUARANTEE ISLIMITED TO

USS. - ONLY. ANY CLAIM UNDER THIS
GUARANGTE MUST BE PRESENTED TO US BEFORE EXPIRY OF ITS VALIDITY L.E. --
-------------------------- , AFTER THE EXPIRY DATE WE SHALL CONSIDER OURSELVES
TO BE RELEASED FROM OUR LIABILITY UNDER THIS GJUARANTEE WHETHER OR
NOT IT ISRETURNED TO US FOR CANCELLATION.

WE HEREBY CONFIRM THAT OUR BANK IS ASCHEDULE BANK IN BANGLADESH.

FOR BANGLADESH KRIHI BANK

AUTHORISED SIGNATURE AUTHORISED SIGNATURE
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2/f*B-38
PERFORMANCE GUARANTEE:

Subject : Our Bank Guarantee No. BKBI............ [, [ dated .....coooviiiiiiee,
effective  from ..o for USS......ocoevenee. (U.S. Dollar
.................................... & Cents ...................) only date and place of expiry: At
12.00 NOON ON ...ovvvvvrciirciecie e (Expiry date) at the counter of Bangladesh

Krishi Bank, 83-85,Motijheel C/A, Dhaka, Bangladesh.

Whereas, the Directorate General Defence Purchase, Ministry of Defence, New
Airport Road, Tejgaon, Dhaka-1215 (herein after called Purchaser) has accepted the offer of

Y72 (hereinafter called
supplier)against Tender NO.......ceveveeeeeeeeieeee e dated ......ooooveeiiiiis for
SUPPly Of o on the terms and conditions governing the

contract between the purchaser and supplier and whereas the supplier has requested us to

issue a Bank Guarantee for an amount of USS...cccceerrieriennnn (U.S. Dollar
.............................................. & Cents .................) only we, Bangladesh Krishi Bank hereby
undertake and guarantee due performance of the contract by the supplier and hereby
agree.
FOR BANGLADESH KRISHI BANK
AUTHORISED SIGNATURE AUTHORISED SIGNATURE

a). That we shall make an unconditional payment of USS....cccccceereerennn. (U.S. Dollar

.............................................. & Cents .................Jonly to You or the purchaser

(DGDP) without any reference to the supplier immediately on the demand from you
in writing, Certifying that the supplier has failed to comply with the terms and

conditions of the contract.

b). That we shall keep this guarantee valid and in force till ............................
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d).

That we shall extend the period of this guarantee if such extension is desired by you
or the purchaser and intimated to us in writing.

That the enforcements of this guarantee shall be binding on us and on our successor
and shall be irrevocable. Our liability under this guarantee is limited to
USS.iiiireeererereeeeens LU TR » T | - & Cents
................. Jonly and shall not be beyond the said amount. Any claim under this
guarantee must be presented to us before expiry of its validity i.e. ....cccoeveeererinirinennnnns
After the expiry date we shall consider ourselves to be released from our liability

under this guarantee whether or not it is returned to us for cancellation.

We hereby confirm that our Bank is a Schedule Bank in Bangladesh.

FOR BANGLADESH KRISHI BANK

AUTHORISED SIGNATURE AUTHORISED SIGNATURE
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AfafB-se
Annexure-1
"Documentation” should be viewed as a process of ensuring shield against risk of non-
repayment of loan comprechensively in 03 (three) dimensions:
i) The Type of Borrower
ii) The Type of Loan or credit facilities &
iii) The Type of Security Arrangement.

General Documents: In general, required papers and documents to be obtained/

maintained irrespective of type of borrower, loan and security are:

01. Demand Promissory Note

02. Letter of Authority

03. Letter of Arrangement

04. Letter of Disbursement

05.  Letter of Revival

06. Personal Net Worth statement

07. Copy of National ID

08. Credit Approach in Business Pad of the Borrower

09. Credit Approach in prescribed format duly filled in

10.  Photograph of the Borrower

11.  Photograph of the business/inventory

12.  Photograph of the mortgaged property

13.  Up to date CIB Report

14.  Credit report of the Borrower/Supplier

15.  Liability Declaration of the borrower along with an Undertaking that they have no
liability with any bank or financial institution except as declared.

16.  Undertaking stating that, they will not avail any credit facility from any other bank or
financial institution without prior consent of the bank.

17. Undertaking stating that customer does not have any relationship as Director of

Sponsor with the bank.

18.  Undertaking stating that customer shall not sell or transfer the ownership of the
business/factory/shop until all smounts due to the bank are fully paid or without

NOC of the bank.

19.  Credit Risk Grading Score Sheet (CRGS)

20. Post-dated cheque covering the credit facility

21.  Acceptance by the Borrower of the Sanction Letter

22.  Proper Stamping
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Specific Charge Documents and Papers to be Obtained:

A. As per type of Borrower:

SL

Type of Borrower

Document

01.

Individual Borrower

Letter of Guarantee of a Third Person
Personal Net-Worth Statement (PNS) of Gurarantor
Personal Net-Worth Statement (PNS) of the Borrower

Letter of Guarantee of the Spouse of the Borrower

02.

Proprietorship Firm

Trade License ( up to date)
Personal Net-Worth Statement (PNS) of Proprietor

03.

Partnership Firm

Trade License ( up to date)

Partnership Deed (Registered)

Letter of Guarantee of the Partners

Personal Net-Worth Statement (PNS) of Partner
Letter of Partnership

Partnership Account Agreement.

04.

Limited Company

Trade License ( up to date)

Memorandum and Articles of Association (Certified by
RJSC)

List/Personal profile of the Directors

Certificate of Incorporation

Form XII Certified by RISC (Particulars of Directors)

Board Resolution in respect of availing loans and
execution of document with Bank.

Letter of Guarantee of the Directors

Personal Net-Worth Statement (PNS) of the Directors
Deed of Mortgage and Hypothecation for creation of
Charge on fixed & floating assets (existing & future)
with RJSC

Modification of charge with RISC through form 19
Certified copy of charge creation certificate form RJSC
Undertaking stating that the borrower shall not make
any amendment or alteration in Memorandum and

Article of Association without prior approval of Bank.
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e Approval of the Bank for any inclusion or exclusion of
Directors in and from the company

e Certificate of Commencement (In case of Public
Limited Company)

e Joint venture Agreement (In case of Joint Venture

company)

e BOI Permission (In case of Joint Venture company)

B. As per type of Loan/Credit facility:

SL Type of Loan Document

01. | CC (Hypo) e Letter of Hypothecation of stock in Trade

e Supplementary Letter of Hypothecation

e |GPA {spell out acronym} to sell Bypothecated goods

o Letter of Continuity

e Periodical Stock Report

e Letter of Disclaimer form the owner of rented
Warehouse

e Insurance Policy cover note

02. | CC (Pledge) e Letter of Pledge

e |GPA to sell Pledged goods

e Letter of Continuity

e Periodical Stock Report

e Letter of Disclaimer form the owner of rented
Warehouse

e Insurance Policy cover note

03. | Overdraft e Letter of Continuity

(General) e Insurance Policy cover note

04. | SOD (Work Order) | e Bid Cocument/Tender Notice
e letter of Awarding

e Assignment of Bills against work order

05. | SOD (FO) e The Financial Instrument duly discharged on the Back
e Lien of the Financial Instrument

e Letter of Continuity

06. | SOD (Scheme e Lien of the Scheme Deposit
Deposit) e Letter of Continuity
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07.

Term Loan

Term Loan Agreement
Letter of Instrument
Letter of Undertaking
Amortization Schedule

Instrument Policy cover note

08.

Home Loan for
purchase of Flat

or Floor Space

Power of attorney for developing the property

Letter of Instrument

Letter of Undertaking

Amortization Schedule

Letter of Allotment of Flat or Floor Spece

Tripartite Agreement among Purchaser, Developer and
Bank (If under construction)

Undertaking of the borrower to the effect that he will
mortgage the flat/floor space favoring the Bank at the
moment the same is registered in his name by the seller
(If under construction).

Agreement between Land Owner and Developer
Sharing Agreement between Land Owner and Developer

Copy of approved plan of construction from concerned

authority.
09. | Consumer's PNS of the Borrower
Loan/Personal PNS of the Guarantor
Loan Letter of Guarantee of the Guarantor
Letter of Guarantee of the Spouse of the Borrower
Insurance Policy cover note
10. | SME/Small Loan As per type of borrower and nature of security
11. | Lease Finance Lease Agreement
Lease Execution Certificate
Quotation/Price Offer duly accepted by borrower
BRTA Registration Slip (In case of Motor Vehicle)
Insurance Policy cover note
12. | Hire Purchase Hire Purchase Agreement

Loan

Quotation/Price Offer duly accepted by borrower
BRTA Registration Slip (In case of Motor Vehicle)
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Insurance Policy cover note

13.

House Building

Loan

Letter of Installment
Letter of Undertaking
Amortization Schedule

Approved Plan form the competent authority

14.

House Building
Loan (To

Developer)

Power of Attorney for development of property
Agreement between Land owner and Developer

Sharing Agreement between Land owner and Developer
Copy of approved plan of construction from concerned
authority

Letter of Installment

Letter of Undertaking

Amortization Schedule

Copy of Title deed of the property on which construction
will be made

Copy of Bia (spell out acronym) deed ( previous deed in

support of Title deed)

15.

IDBP (spell out

acronym)

Acceptance of L/C issuing Bank (duly verified)

Letter of Indemnity

16.

Guarantee Facility

Counter Guarantee
Bid Document or the document where requirement of

Guarantee stated

17.

Syndicated Loan

Pari passu Sharing Agreement

Facility Agreement

Escrow Account Agreement

Participation Letter

Subordination Agreement

Deed of Floating charge on the Balance for Escrow
Account

Accepted Mandate Letter

Information Memorandum

Participant's Commitment Letter

18.

LTR

Letter of Trust Receipt

Insurance Policy Cover note
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C. As per Type of Security (collateral may be a better word here):

SL | Type of Security Document
01. | Corporate Corporate Guarantee of Guarantor Company on Non-
Guarantee Judicial Stamp
Resolution of the Board of the Guarantor Company
(Memorandum of the Guarantor company must permit
to do so.) regarding Guarantee.
02. | Hypothecation of Letter of Hypothecation

Stock/Receivable

IGPA to sell hypothecated Stock/Receivables

Letter of disclaimer form the owner of Rented

Warehouse.
03. | Pledge of goods Letter of Hypothecation
in trade IGPA to sell hypothecated Stock/Receivables
Letter of disclaimer form the owner of Rented
Warehouse.
04. | Assignment of Assignment of Bill by the beneficiary through IGPA.

Bill

Letter of Acceptance of Assignment by the work giving
authority.
Original Work Order.

05.

Lien on Financial
Instrument like
FDR etc.

The Instrument duly discharged on the back of it.

Letter of Lien (1st Party Lien-if the Borrower is the owner
of the Instrument, 3rd party Lien -if the owner of the
Instrument is one other the Borrower)

Letter of Authority to encash the instrument as and when
needed by the Bank.

Confirmation of Lien (Marking of Lien) from the issuing
Bank.

06.

Lien on Demated
Stock/Shares

NOC of the Company in case of Sponsor's Share.
Confiscate Request Form (Form 19-1) duly signed by the
pledgee.

Pledge Request form (By Law 11.9.3) dul6 signed by the
holder of the share.

Pledge setup Acknowledgement from Brokerage House.
CDBL (spell out acronym) generated copy of Pledge
Setup.
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07.

Pari-Passu

Security

Pari Passu Security Sharing Agreement among lenders.
NoC from existing lenders if the property/asscts are
already under pari passu sharing.

Certificate of RISC on creation of charge on Fixed and
floating assets of the company.

Form XIX for modification of charge on Fixed and floating
assets with RJSC.

08.

Mortgage of
Landed Property

Original Title Deed of the property.

Certified copy of Purchase Deed along with Deed-
Delivery receipt duly endorsed (In absence of original
Title Deed)

Registered Partition Deed among the Co-owners (if
required)

Mortgage Deed duly Registered along with Registration
Receipt duly discharged.

Registered IGPA favoring Bank to sell the property.

Bia Deeds of the mortgaged property.

Certified Mutation Khatian along with DCR (Duplicate
Carbon Recipt) spell out acronym.

Record of Rights i.e.ES, SA, RS parcha, Mohanagar Jorip

parcha (if within Mohannagar Area).
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AfafB-sv
Annexure-2

Avoidable Reasons for Problematic Credits

The causes of problem loans range from poor plant management or increasing raw
materials costs in the case of a manufacturer to poor accounts receivable collection policies
or a rise in the price of products in the case of a wholesale company. Most ofter, a problem
loan is the result of not one, but sevcral, factors.

Poor Loan Interview:

A poor interview most often occurs when the lender is dealing with a friend or when
the business owner has lecrage. Rather that ask tough, probing questions about the company's
financial situation, the lender opts for friendly banter instead. Sometimes the lender may be
intimidated or conned. The lender may be reluctant to ask questions for fear of sounding
dumb or appearing to lack basic knowledge of the company or industry. For whatever reason,
he or she may allow a loan request that should have been rejected during the initial interview
to proceed to financial analysis and beyond. With each subsequent step, it becomes
increasingly more difficult to reject the request.

Inadequate Financial Analysis:

Many Loans become problems when a lender considers the financial analysis
unimportant and believes that, instead, the true lest of whether a loan will be repaid lies in a
handshake, the eyes, or some of the subjective measure of the client. Although some
characteristics, such as the ability to overcome adversity, do not appear on financial
statements, there is no substitute for a complete analysis of income statements, balance
sheets, ratios, and cash flow. Together, they present an objective measure of performance
that can be compared with those of similar companies.

Improper Loan Structuring:

Another cause of problem loans is the failure of the lender to structure the loan
properly. Problems often arise when the lender fails to understand the client's business and
the cash flow cycle. Without this knowledge, it is difficult to anticipate future financing
needs and to choose the appropriate loan type, amount and repayment terms. Most borrowers,
regardless of financial health, find it difficult to repay debts that do not coincide with their
cash flow cycle.

Improper Loan Support:

Another leading cause of loan loss is improper collateralization. Accepting collateral
not properly evaluated for ownership, value, or marketability can leave the bank unprotected
in a default situation.
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Inadequate L oan Documentation:
Failure to completely and accurately document the obligations of the bank and
borrower in the lending arrangement also contributes to problem loans.

Inadequate Loan Monitoring:
Many problem loans can be avoided if they were more closely followed.

Adverse Business Owner Decisions:
Problem loans due to poor business practices include a lack of management depth,
product deterioration, poor marketing and poor financial controls.

Adverse External Developments:

Changes in the environment, economy, regulations, competition, technology and other
adverse developments affect a business. However, mature businesses can anticipate and
adapt to changing external circumstances.

Intervention from Board:
Sometimes Board of Directors intervenes in the loan origination process to make loan
to bad borrower which unless otherwise should have been rejected.

Below is a long but not exhaustive list of mistakes that bankers can make that
eventually lead to the bank having a problem loan.
Common Banking Mistakes That Can Lead to Problem Loans In the Beginning:

Allowing customer to intimidate coerce into or sell the banker on making the loan.
Failure to ask pertinent questions for fear of angering or losing the customer.

Making difficult loans that should be handled by a more experienced officer.

Basing the lending decision on pressure from other parties, especially the competition.
Trying to be an entreprencur/businessman through the customer using the bank'’s
money.

Inadequate analysis of the borrower.

Inadequate analysis of loan purpose, source of repayment and excess cash flow.
Improper loan structure amount, source of repayment, timing of repayment (terms).
Improper collateralization.

Failure to properly identify entity bank is dealing with.

Failure to properly utilization of loan proceeds.

Failure to obtain and perfect valid security interest.

VV YV VY

YV VYV V VY VYV
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After the Loan Was Made:
» Did not effectively follow loan

Request and review financial information
Make periodic visits to company
perform periodic trade and industry cheeks
Monitor impact of changing economic conditions of company.
» Did not control expansion
» Let customer borrow in small amounts until he/she had too much debt or bank placed
in forced lending situation.
» Inappropriate management of the lending function.
When the Problem is Recognized:
» Afraid to look into credit ask tough questions.
» Afraid to admit make a mistake or have a problem.
» Cut off communication with customer, resort to pressure/threats to collect loan
» Inaction hoping situation will improve "miracle approach”.
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Af8-sas

General Environmental Due-Diligence Checklist:

This checklist is to be used for all proposals for financing being considered by the
Banks/Fls. If there are no specific checklist for the particular sector under consideration, the
General EDD checklist alone, is to be used to determine the EnvRR rating. Please complete a
response to each of these questions as Yes or No or Not Applicable (NA), and determine the
EnvRR. If a question does not apply to the sector under consideration, it should be excluded
by deducting from the total number of questions used to calculate the percentages in
determining the EnvRR. The justification for any exclusion is to be documented separately
and retained on file with the EnvRR checklists.

01. Name of the Project
02. Type of Project

03. Approved Amount
04. Approval Date

Particulars Yes/ No/ NA
Possible sources of environmental risk

1. | Environmental clearances:

In the proposal for financing, have all the applicable compliances to
environmental laws, i.e. site clearance certificate and environmental
clearance certificate, been obtained from the Department of
Environment (DOE)?

Have these clearances been obtained after submitting the appropriate
documents for the different pollution category of industries (Green,
Orange-A, Orange-B and Red)?

2. | Land location/site:

Is the land location/site free from vulnerability from an environmental
perspective? Vulnerability can arise due to the issues such as the
location being on the river bank (floods) and on national parks /forests
(non-compliance ?

3. | Climate change:

Is the proposal for financing protected against climate change related
impacts such as cyclones, storm surges, floods and droughts if relevant?

Borrower’s Environmental Management Systems
4. | Commitment:
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Is the potential borrower’s top management committed to
environmental management?

5. | Manpower:

Has the potential borrower planned for manpower resources to address
environmental issues?

6. | Skills:

If so, is the manpower skilled to address environmental issues?

7. | Labour/social issues:

Does the management adopt good practices vis-avis occupational
health & safety and associated issues such as child labour, forced
labour, wage compensation, discrimination and working hours?

Determining overall EnvRR
The italicized questions are the more important / critical ones. The EnvRR is

determined as follows:

Criteria EnvRR

If answers to any one of the italicized questions is “No” “High”

If answers to all italicized questions is “yes” but 50% or more of the non | “High”

italicized questions is “No”

If answers to all italicized questions is “yes” and if answers to more than | “Moderate”
25% and less than 50% of the remaining questions is “No”

If answers to all italicized questions is “yes” and if answers to less than 25% | “Low”

of the remaining questions is “No”
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GRS 2

Bangladesh Krishi BANK
.............. Branch/Office
CREDIT RISK GRADING (CRG) SCORE SHEET

Reference No: Date:
Borrower: Aggregate Score:
Group Name (if
any):
Branch: Risk Grading:
Industry/Sector:
Date of Financials:
Completed by:
Approved by:
Number Grading Short Score
Fully cash secured, secured by
1 Superior SUP Government/International Bank
Guarantee
2 Good GD 85+
3 Acceptable ACCPT 75-84
4 Marginal/Watchlist MG/WL 65-74
5 Special Mention SM 55-64
6 Substandard SS 45-54
7 Doubtful DF 35-44
8 Bad & Loss BL <35
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Criteria Weight Actual Score
. — Parameter Score .
A. Financial Risk | 50% Parameter | Obtained
1. Leverage: (15%) Less than 0.25% 15
0.26% t0 0.35 x 14
Debt Equity Ratio (x) -|= 0.36xt00.50 x 13
Times 0.51x t0 0.75 x 12
Total Liabilities to Tangible 0.76x t0 1.25 x 11
Net worth 1.26x to 2.00 x 10
2.01x to 2.50 x 8
All calculations should be 2.51x 10 2.75 x 7
based on annual financial More than 2.75x 0
statements of the borrower
(audited preferred).
2. Liquidity: (15%) Greater than 2.74x 15
2.50x t0 2.74 X 14
Current Ratio (X) - Times 2.00x t0 2.49 x 13
Current Assets to Current 1.50% to 1.99 x 12
Liabilities 1.10%x to 1.49 x 11
0.90x t0 1.09 x 10
0.80x% t0 0.89 x 8
0.70x t0 0.79 x 7
Less than 0.70% 0
3. Profitability: (15%) Greater than 25% 15
Operating Profit Margin 20% to 24% 14
(%) 15% to 19% 13
10% to 14% 12
Operating Profit 7% to 9% 10
x100 4% to 6% 9
Sales 1% to 3% 7
Less than 1% 0
4. Coverage: (5%) More than 2.00x 5
Interest Coverage Ratio More than 1.51xLess 4
(X)-Times than 2.00x 3
More than 1.25xLess| 2
Earning Before Interest & | than 1.50x 0
Tax (EBIT) More than 1.00xLess
Interest on debt than 1.24x
Less than 1.00x
Total Score—Financial Risk 50
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Criteria Weight Actual Score
. - Parameter Score .
B. Business/Industry Risk 18% Parameter Obtained

1. Size of Business (Sales in BDT crore) > 60.00 5
30.00 -59.99 4

The size of the borrower’s business 10.00 — 29.99 3

measured by the most recent year’s total 5.00 - 9.99 2

sales.  Preferably based on audited 2.50-4.99 1

financial statements <2.50 0

2. Age of Business > 10 years 3
>5-10 years 2

The number of years the borrower has 2 - 5years 1

been engaged in the primary line of < 2 years 0

business.

3. Business Outlook Favorable 3
Stable 2

A critical assessment of the medium Slightly 1

term prospects of the borrower, taking Uncertain 0

into account the industry, market share Cause for

and economic factors. Concern

4. Industry Growth Strong (10%+) 3
Good (>5% - 2
10%) 1
Moderate (1% - 0
5%)
No Growth
(<1%)

5. Market Competition Dominant 2
Player 1
Moderately
Competitive 0
Highly
Competitive

6. Entry/Exit Barriers Difficult 2
Average 1
Easy 0

18

Total Score-Business/Industry Risk
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Criteria Weight Actual Score
1C. Management Risk Parameter Score Parameter |Obtained
1. Experience = More than 10 years| 5
(Management & Management in the related line of
Team) business 3
The quality of management = 5-10 years in the
based on the aggregate number related line of | 2
of years that the Senior business
Management Team has beenin (= 1-5 wyears in the| O
the industry. related line of
business
= No experience
2. Second Line/ Succession = Ready Succession 4
= Succession within 1-| 3
2 years
= Succession within 2-| 2
3 years
= Succession in| O
question
3. Team Work = Very Good 3
= Moderate 2
= Poor 1
= Regular Conflict 0
Total Score-Management Risk 12
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Criteria Weight

i Actual Score
D. Security | 10% Parameter Score .
: Parameter |Obtained
Risk
1. Security Coverage |= Fully pledged facilities/ | 4
(Primary) substantially cash
covered/Reg. Mortg, for| 3
HBL
» Registered Hypothecation 2
(1% charge/1" Pari passu| 1
charge)
= 2" Charge/Inferior charge 0
= Simple
hypothecation/negative lien
on assets.
= No security
2. Collateral Coverage |= Registered Mortgage on| 4
(Property Location) Municipal
Corporation/Prime area| 3
property.
= Registered Mortgage on
Pourashava/semi-urban area | 2
property
= Equitable Mortgage or No| 1
property but plant & | O
machinery as collateral
= Negative lien on collateral
= No collateral
3. Support (Guarantee) |= Personal guarantee with| 2
high net worth or Strong
Corporate Guarantee
= Personal Guarantees or| 1
Corporate Guarantee with
average financial strength
= No Support/Guarantee 0
Total Score- Security 10

Risk
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Criteria Weight
i i Actual Score
E. Relationship | 10% Parameter Score .
: Parameter |Obtained
Risk
1. Account Conduct =  More than 3 (three) years | 5
accounts with faultless
record 4
= Less than 3 (three) years
accounts with faultless 2
record
= Accounts having
satisfactory dealings with | 0
some late payments
»  Frequent Past dues &
Irregular dealings in
account
2. Utilization of Limit = More than 60% 2
(actual/projection) = 40% - 60% 1
= Lessthan 40% 0
3. Compliance of =  Full Compliance 2
Covenants / Conditions = Some Non-Compliance 1
= No Compliance 0
4. Personal Deposits = Personal accounts of the 1
key business Sponsors/
The extent to which the bank Principals are maintained
maintains a personal banking in the bank, with
relationship with the key significant deposits 0
business sponsors/principals. |=  No depository
relationship
Total Score-Relationship 10
Risk
Grand Total- All Risk 100
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Business/Industrial Risk s
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Management RisK :

Experience:

Second Line/
Succession:

Team Work:
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1.1 Introduction

The aim of credit risk management is to maximize a bank’s risk-adjusted rate of return by
maintaining credit risk exposure within acceptable levels. Banks need to manage the credit risk
inherent in the entire portfolio as well as the risk in individual borrower transaction. The effective
management of credit risk is a critical component of a comprehensive approach to risk management
and essential to the long-term success of any banking organization. Since exposure to credit risk
continues to be the leading source of problems in banks, banks should have a keen awareness of the
need to identify, measure, monitor and control credit risk as well as to determine that they hold
adequate capital against these risks and they are adequately compensated for risks incurred. The
Internal Credit Risk Rating System describes the creditworthiness of the borrower of a particular
sector based on the assessment criteria set for that sector. Since the leverage, liquidity, profitability,
as well as other quantitative and qualitative indicators, vary significantly from sector to sector, the
ICRRS is developed to calibrate such diversities into the rating system. Moreover, relevant and
appropriate numbers of financial ratios are used in Internal Credit Risk Rating System for assessing
the strengths of the borrowers. The set of the qualitative questioners used in the process are also
more robust. This will effectively ensure that the borrowers from different sectors and industries are
assessed based on the unique characteristics of those sectors.

1.2 Definition of Internal Credit Risk Rating System and Internal Credit Risk Rating

1.2.1 Internal Credit Risk Rating System refers to the system to analyze a borrower's repayment
ability based on information about a customer's financial condition including their liquidity, cash
flow, profitability, debt profile, market indicators, industry and operational background, management
capabilities, and other indicators.

1.2.2 The summary indicator derived from the system will be called Internal Credit Risk Rating
(ICRR)- a key reference for credit risk assessment and decision making.

1.3 Use of Internal Credit Risk Rating (ICRR)

Internal Credit Risk Rating System will be an integral part of credit risk management for the banks.
The key uses of these guidelines are as follows:

a) To provide a granular, objective, transparent, consistent framework for the measurement and
assessment of borrowers’ credit risk.

b) To facilitate the portfolio management activities

c) to assess the quality of individual borrower to help the banks to determine the quality of the credit
portfolio, line of business, the branch or the Bank as a whole.

d) To be used for individual credit selection, credit pricing, and setting credit limit and terms and
conditions.
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1.4 Functions of Internal Credit Risk Rating System:
a) Internal Credit Risk Rating System is a fully automated credit risk scoring system that calibrates
the characteristics of different sectors and industries in one single model;

b) To get the appropriate rating and score, the analyst shall select the appropriate sector or industry
from the dropdown list given in the top page of the template; If the right sector or industry is not
selected; the rating will not reflect the unique characteristics of the particular sector or industry.

c) If the borrower is in multiple lines of business, the sector should be used assessing the line of
business generating the highest portion of the revenue &/or profit. If there is no particular line of
businesses can be singled out- the ICRRS should be conducted using "other industry- if
manufacturing” or "other service-if service".

1.5 General Instructions
a) Banks shall strictly follow this guidelines and rating system issued by Bangladesh Bank without
making any change, extension, modification or deletion.

b) The ICRR shall be applicable for all exposures (irrespective of amount) except consumer loans,
small enterprises having total loans exposures less than BDT 50 (fifty) lac, short-term agri loans,
micro-credit and lending to bank, NBFI and Insurance.

¢) The quantitative part of the ICRR exercise shall be conducted by a credit officer/ an analyst. The
Relationship Manager/ Branch Manager shall complete the qualitative assessment part to generate
the total scores.

d) ICCR shall be an integral part of the credit approval process.

e) The credit risk function of the bank is responsible for the accuracy and integrity of the rating as
the second line of defense.

) The executive summary report of the ICRR of the borrower shall be approved and signed by the
Chief Risk Officer (CRO) and for those loans that are approved below the CRO level e.g zonal office
or branch office, the executive summary report of the ICRR shall be approved and signed by the final
approval authority.

g) Banks shall use the latest audited financial statements of the borrower for generating the
quantitative rating under ICRR.

h) All credit proposals whether new, renewal or enhancement shall be gone through the ICRR
process and a set of the ICRR report shall be retained in the loan file.

1) The Relationship Manager shall pass the approved ICRR report to the related department for
updating their MIS/record.

j) Banks shall conduct the routine internal audit to check whether the Internal Credit Risk Rating
System is functioning as per the instructions laid down in the guidelines.
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1.6 Frequency of Credit Risk Scoring:
* ICRR shall be conducted for all credit proposals including new, renewal and enhancement of the
existing proposal;

» For existing credit relationship, the ICRR shall be reviewed at least annually at the time of
annual/regular credit review.

1.7 Selected Sectors

To ensure the current system useful, the following sectors are selected considering the size of
exposures of banks in these industries.

A. Industry

1. Ready Made Garments (RMG)

. Textile (including spinning, knitting, weaving)
. Food and Allied Industries
. Pharmaceutical

. Chemical

. Fertilizer

. Cement

. Ceramic

. Ship building

10. Ship breaking

11. Jute Mills

12. Steel Engineering

© 00 N O O b W DN

13. Power and Gas

14. Other industry (only to be selected if the borrower falls under industry but does not fit with other
13 specific sub-categories)

B. Trade and Commerce C. Agro Base and Agro Processing D. Service
1. Housing and Construction

2. Hospitals and Clinics
3. Telecommunication

4. Other service
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1.8 Credit Risk Ratings Scores
The ICRR consists of 4-notched rating system covering the Quantitative and Qualitative parameters.

The ratings and scores are mentioned below:

Rating Scores Aggregate
Excellent >80%

Good >70% to <80%
Marginal >60% to <70%
Unacceptable <60%

1.9 Definitions of Credit Risk Rating
The features of the different categories of Credit Risk Ratings are given below:

a) Excellent
» Aggregate score of 80 or greater in ICRR.

» Strong repayment capacity of the borrower evident by the high liquidity, low leverage, strong

earnings, and cash flow

* Borrower has well established strong market share.

* Very good management skill & expertise.

b) Good

» Aggregate score of 70 or greater but less than 80 and the quantitative score of at least 30.

» These borrowers are not as strong as "Excellent "borrowers, but still demonstrate consistent

earnings, cash flow and have a good track record.

* Borrower is well established and has strong market share.

» Very good management skill & expertise.

¢) Marginal

» Aggregate score of 60 or greater but less than 70 and the quantitative score of at least 30.

* This grade has potential weaknesses that deserve management’s close attention. If left uncorrected,

these weaknesses may result in a deterioration of the repayment prospects of the borrower.
d) Unacceptable

» Aggregate score of less than 60
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) Financial condition is weak and no capacity or inclination to repay.

* Severe management problems exist.

* Facilities should be downgraded to this grade if sustained deterioration in financial condition is
noted (consecutive losses, negative net worth, excessive leverage).

1.10 Management Action Triggers:

a) Banks are allowed lending to a borrower if the borrower's ICRR is "Excellent” or "Good".
However, for the "Marginal "cases, the bank shall take cautionary measures in renewing the facilities
or lending new money to the customers. While assessing credit proposals, banks must satisfy
themselves on the future prospect of the business, additional collateral coverage etc. Banks shall take
heightened measures for monitoring these accounts including but not limited to regular client visits,
monitoring of the improvement plans, close monitoring of the repayment performances, timely

review of the facilities, oversight on the improvement areas etc.

b) No loan shall be sanctioned to borrowers whose ICRR is "Unacceptable" unless the loan is 100%
cash covered or fully guaranteed by the Government or Multilateral Development Banks (MDBs) or

the loan is for any state-owned organization or state-owned project.

c) For the quantitative and qualitative risk analysis, if the ICRR falls under "Marginal” or
"Unacceptable” for any risk criteria (among 16 quantitative and 18 qualitative); whatever the
aggregate score is, the relationship manager shall evaluate what would be the impacts of such on
loan repayment and justify how those risks are mitigated; and in loan proposal the approval authority
should review that justifications thoroughly and make necessary evaluations on it and should be

documented in the loan file.

d) In deriving ICRR, whatever score a borrower gets in the qualitative analysis if the score in the

quantitative part is less than 50%, the borrower’s ICRR shall be "Unacceptable".

e) Bank can make renewal and enhancement of existing loans for maximum 2 (two) times if the

borrower's ICRR is "Unacceptable".
) In conducting qualitative analysis, justifications for all criteria are required to be documented.

g) Bank must maintain portfolio level data base for the asset base with "Excellent”, "Good"

“Marginal” and “Unacceptable” category and maintains risk appetite/tolerance level for portfolio.
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1.11 Exceptions to Credit Risk Rating

a) For a newly established company with no meaningful financial statements, the bank can apply a
rating based on the projected financial statements and the rating of the borrower shall not be better
than Marginal. However, the bank must run the rating module once the full year audited financial

statements became available reflecting customer's full-fledged business operation.

b) For the companies under large business conglomerate, rating substitution is allowed based on the
rating of Corporate Guarantor of the performing concern of the same group or holding company. In
case of rating substitution based on the corporate guarantor, the guarantee must be legally
enforceable, irrevocable and unconditional. In this regard, a full-fledged ICRR shall be conducted on
the guarantor to determine whether the guarantor has the ability to the support the borrower at the

time of need.

c) Rating generation is discouraged using outdated financial statements (i.e available audited
financial statements are more than 18 months old). In exceptional cases where there is valid reason
for delay in audited financial publication, out dated financial statements can be accepted only if up to
date unaudited financial statement is submitted, but the rating shall not be better than “Marginal”. In

this case, the conditioned mentioned in para 1.10(a) is to be followed.

d) Rating shall be downgraded if there is any internal/external factors or information that have not
been captured in the rating/financial statements (because they are post balance sheet events) having
the material impact on the customer's business operation and loan repayment. A conservative and
consistent approach should be used in employing judgments in the case of events like the death of
key sponsor, prolonged factory shut down, deteriorating financial profile reported in interim financial
statements, change in tax structure/duty, large expansions funded by debt, excessive leverage ratio,

merger-acquisition etc.

e) For the proprietorship & partnership concern where preparation of the audited financial statements
are not mandatory, un audited financial statement can be used for rating generation but due diligence
should be conducted on the accuracy of the financial statements with high-level checking of the bank

statements recording the sales collection, stock/receivable position, peer analysis, bank liabilities etc.

f) If the customer is in multiple lines of business, the most appropriate sector/industry shall be the
line of business generating revenue more than 50% of total revenue. If there is no particular line of

businesses can be singled out- the rating for "other industry"” or "other services" should be used.

g) This guideline and enclosed model will be the minimum standard of risk rating; and banks may

adopt more sophisticated risk rating model in line with the size and complexity of their business.
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Chapter 2: Credit Risk Rating Components

2.1 Components of Credit Risk Rating

In the previous version of Credit Risk Grading Manual, 50 percent weights were assigned for
quantitative indicators while 50 percent weights were for subjective judgment. In the ICRR, these
weights have been revised; 60 percent weights are assigned for quantitative indicators while 40
percent are assigned for qualitative indicators.

2.2 Quantitative indicators and associated weights

Quantitative indicators in ICRR fall into six broad categories; leverage, liquidity, profitability,
coverage, operational efficiency, and earning quality. Details indicators under these categories and

associated weights are furnished below:

Quantitative Indicators Weight | Definition
a) Debt to Tangible Net 7 Total Interest-bearing liabilities or
Worth (DTN) Financial Debt/ Total Tangible Net
Worth:
1.Leverage (10%) b) Debt to Total Assets 3 Total Interest-Bearing Liabilities or
(DTA) Financial Debt/ Average Total
Assets
a) Current Ratio (CR) 7 Current Assets/ Current Liabilities
2.Liquidity (10%) b) Cash Ratio (Cash) 3 Cash and easily marketable
securities/ Current Liabilities
a) Net Profit Margin (NPM) 5 Net profit after tax/ Net Sales
b) Return on Assets (ROA) 3 Net profit after tax/ Average Total
3.Profitability (10%) Assets
¢) Operating Profit to 2 Operating Profit/ Average Operating
Operating Assets (OPOA) Assets
a) Interest Coverage (IC) 3 Earnings Before Interest and
Tax/Interest Expense
b) Debt Service Coverage 5 Earnings Before Interest Tax
Ratio (DSCR) Depreciation Amortization/ Debts to
be Serviced
4.Coverage (15%) c) Financial Debt to 4 Financial Debt / Operating Cash
Operating Cash Flow Flow
(FDOCF)
d) Cash flow Coverage 3 Cash flow from operation / Debts to
Ratio (CCR) be Serviced
a) Stock Turnover Days 4 (Total Inventory/Cost of Goods
(STD) Sold)*360
5.0perational b) Trade Debtor Collection 3 (Total Accounts Receivable/
Efficiency (10%) Days (TDCD) Sales)*360
c) Asset Turnover (AT) 3 Sales /Average Total Assets
a) Operating Cash Flow to 3 Operating Cash flow / Sales
6.Earning Quality Sales (OCFS)
(5%) b) Cash flow based accrual 2 =NI-(CFO+CFl) /Average Net
ratio (CAR) Operating Assets

1 Total Tangible Net Worth= Total Equity-Intangible Assets.
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2.3 Qualitative indicators and associated weights

Qualitative indicators covers six broad aspects of the firms/institutions to be rated, namely
business/industry risk, credit quality enhancement, performance behavior, management risk,
relationship risk, and compliance risk. Noteworthy that aggregate weights against the qualitative
indicators stand at 40 percent. Detail indicators and associated weights are appended below in

details:

Indicators Weights

1. Performance Behavior 10

Performance Behavior With Banks Borrowings

Performance Behavior With Suppliers/ Creditors

2. Business and Industry Risk
Sales Growth

Age Of Business

Industry Prospects

Long-Term External Credit Rating Of The Borrower

3. Management Risk

Experience Of The Management

Existence Of Succession Plan

Auditing Firms

RN NN N DN RN N N e o

Change In Auditors In Last 4 Years
4. Security Risk

[EEN
[EEN

Primary Security

Collateral

Collateral/ Security Coverage

Type Of Guarantee
5. Relationship Risk

Account Conduct

6. Compliance Risk

Compliance With Environmental Rules, Regulations And Covenants

| PN W W N o NN

Corporate Governance
Total

SN
o
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Chapter 3: Credit Risk Rating Process
After the risk identification & weight assignment process (as mentioned in chapter 2), the next steps

will be to input actual parameters in the score sheet to arrive at the scores corresponding to the actual
parameters. These guidelines also provide a well programmed MS Excel-based credit risk scoring
system to arrive at a total score on each borrower. The excel program requires inputting data
accurately in particular cells for input and will automatically calculate the risk grade for a particular
borrower based on the total score obtained. The following steps are to be followed while using the
MS Excel program.

a) Open the MS XL file named, ICRRS

b) The entire XL model named, ICRRS is protected except the particular cells to input data.

c) Some input cells contain DROP DOWN LIST for some criteria corresponding to the Key
Parameters. Click to the input cell and select the appropriate parameters from the DROP DOWN

LIST as shown below.

MO experience

Plore than 10 years in the related line of busines=
5-10 year= in the related line of business
1-6 years in the related line of business

e) All the cells provided for input must be filled in order to arrive at accurate risk grade.
The following step-wise activities outline the detail process for arriving at Credit Risk Rating.

3.1 Input primary information of borrower and select sector/industry of the borrower:

Bank's Name . | ABC Bank Limited
Branch Name . | Gulshan

File/ Reference No : 1 10000/100/10/1
Borrower Name . | XYZ Limited
Group Name, if any : | POR

Type of Industry/ Sector . | 1. RMG

Industry Code 1101

Ownership Type . | Sole Proprietorship
Registration No/Trade License No |: | 123

CIB Status . | Standard
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Financials Audit Status: . | Audited
Name of Audit Farm . | MNO
Analyst Name, Designation . | PQR
Verifier Name, Designation . | UBW

Date of Financials ; | 04-01-2018
Date of Analysis (DD-MM- . | 04-01-2018
YYYY)

Date of Verification (DD-MM- . | 04-01-2018
YYYY)

3.2 Input data of balance sheet, profit and loss statement and cash flow statement

In the input sheet of the balance sheet, profit, and loss statement and cash flow statement, Input must
be given to all cells that are marked with yellow colors. Moreover, while providing input to the
balance sheet, profit and loss statement and cash flow statement following issues should be taken
care of: a) Current Portion of Long-Term Borrowing/Loan

* Input must be given to this cell. This cell is crucial to calculate "debt service coverage ratio". If
"Current Portion of Long-Term Borrowing/Loan" is not found in the balance sheet, the analyst shall
communicate this to the borrower and determine the amount based on other material information
including notes and communication with the borrower.

* If the amount is already added with the total loans in the balances sheet then "Current Portion of
Long-Term Borrowing/Loan" must be deducted from the total loans and must insert the split figures
in related cells.

« If the figure is still zero, it means the borrower has no existing long-term borrowings; which is
unusual. If found so, the analyst should interview the borrower.

« If the analyst becomes certain that the borrower has no existing borrowings, then 0.01 shall be
inserted in the corresponding cell.

b) Other Current Liabilities:
» To make the balance sheet balance i.e as sets = liabilities + equity, deduct amount 0.01 in this cell,
if the same is inserted in row 56: Current Portion of Long-Term borrowing/ Loan.

¢) Financial/Interest Expenses
* Input must be given to this cell. If not found in the P&L, the analyst shall look into the notes of
financial statement and communicate with the borrower to determine the amount.
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If the figure is zero, it means the borrower has no existing borrowings; which is unusual.

« If the analyst becomes certain that the borrower has no existing borrowings, then figure 1 must be
inserted in the corresponding cell.

3.3 Qualitative Analysis

After providing input to the balance sheet, profit and loss statement and cash flow statement, the
rigorous qualitative analysis shall be conducted. The qualitative analysis shall be conducted by the
relationship manager. The details qualitative analysis are as follows:

G Performance Behavior 10
G.1 Performance behavior with lending banks
G.1.1 | How many times the borrower was adversely classified in last 3
years
[ Aversely classified means the borrower's loans classified as per 0 time 5
BB loan classifications policy i.e SS, DF, BL] 1 time 4
2 time 3
3 time 1
>3 times 0
G1.2 | How many times the borrower's loans was rescheduled/ 0 time 4
restructured in last 3 years
1time 3
2 time 2
3 time 1
>3 times 0
G.2 Performance behavior with suppliers/ Creditors
Did The Borrower Pay Its Suppliers/ Creditors Regularly In Last 1 Yes 1
Year No 0
H Business and Industry Risk 7
H.1 Sales Growth
* Sales growth means annual sales growth >10% 2
The formula for calculating sales growth is [(current year sales - | 5%-10% 1
previous year sales)/ previous year sales]*100 Less than 0
5%
H.2 Age of Business
The number of years the borrower engaged in this line of business >10 years 2
7to 10 15
years
5to7 1
years
4to5 0.5
years
<4 years 0

112



G.3 Industry Prospects
Critical assessment of 5 (five) years prospect of industry and | Growing and Low 1
borrower's sales volatility Volatility
* Volatility denotes sales volatility Stable 75
Growing but High 0.5
Volatility
Declining 0
H.4 Long-Term External Credit Rating of the Borrower
Rating Grade should be assigned in line with BB Rating 1 2
Mapping as per BRPD circular 18/2014 on Risk-Based Capital 2&3 1.5
Adequacy in line with Basel lll (see annex 2) >3 05
Unrated 0
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