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ISLAMIC BANKING ISLAMIC BANKING

ISLAMIC BANKING

Opposite P.M.C – Jail Road – Faisalabad

INTRODUCTION OF P.M.C. BRANCH
Bank Alfalah Limited (Islamic Banking Division), situated opposite Punjab Medical College, Jail Road Faisalabad, started its operations at 1st January 2005. This branch is the symbol of integrity, wholeness and prosperity. Under the dynamic and reforming leadership of Mr Shakeel Ahmed (Branch Manager), the team of opp P.M.C. branch is making immense efforts to efficiently mobilize and generate resources with a view to achieve common goal and objectives of Bank Alfalah Limited (Islamic Banking Division) and making progress by leaps and bounds from its ancestral has travelled a lot in expanding its business network and clientele. The Bank Alfalah Limited (Islamic Banking Division) is situated in desirable place for banking business. It is in a circle of opportunities, but the real thing is to capitalize these opportunities in the best interest of Bank Alfalah Limited (Islamic Banking Division).
At the time of my internship, the branch was just 1.5 years old and therefore had a small number of staff members. It has a total of 31 employees. Other than these officers, there were about eight workers ranging from the Security Guard to the Cleaning Boys and the Incharge of the kitchen etc. 

The branch is going well for credits and operations but foreign trade load is much less as compared to other branches because it’s a new branch and foreign trade business is more risky and people prefer experienced branches for this.

the vision

To be the premier organization operating locally and internationally that provides the complete range of financial services to all segments under one roof.

THE MISSION

To practice Islamic banking in its desired spirit that unfolds its true economic potential resulting in prosperity to our customers and commercial rewards to our sponsors and our employees.

CORE PHILOSOPHY

"Our core philosophy of honesty, transparency in customer dealings, product innovation, excellence in customer service and our commitment
to be a responsible corporate citizen pervades this website”

OBJECTIVES

· Bank Alfalah believes in the phrase “customer comes first”. BAL IBD’s objective is to please their customers by fulfilling the financial needs as best as possible. They believe in placing the client at the center of business and all of the products and services.

· Service excellence is one of the objectives of Bank Alfalah.

· Alfalah strives continually on the development of new areas of activities to distinguish itself in the market place along with traditional banking activities of resource mobilization and credit disbursement.

· Alfalah’s objective is the complete automation and computerization of all of its banking activities.

· Alfalah Training and Development program of its employees is aimed at developing skills of its employees. It makes positive contribution to the service culture of the banking system as a whole.

· They are committed to put all their energies, resources and time to bring higher value and satisfaction to their customers, employees and shareholders.

· The introduction and development of innovative financial instrument will      another major objective of Bank Alfalah Ltd (Islamic Banking).
           SLOGAN OF BAL

First it was

“Every thing we do is for you”

Then changed to

You‘re not just another Customer

            We’re not just another Bank

And now it is

You‘re not just Ordinary Customer

          We’re not just Ordinary Bank

PRINCIPAL ALFALAH ISLAMIC INSTRUMENTS

MUSHARAKAH:
Musharakah is one of the two ideal modes of Islamic financing. The other one is Mudarabah. Musharakah is a contractual relationship formed through mutual consent of the parties for sharing of profits and losses in a joint venture. Assets in the venture are jointly owned in proportion to each partner’s contribution. The profits are shared in a pre-agreed ratio. Losses, however, are incurred in proportion to each partner’s investment. Islamic Bank representing share of its depositors invests funds in the joint venture alongside other investor(s).
MUDARABAH:
Like Musharakah, Mudarabah is also a form of partnership. Whereas all partners in Musharakah contribute capital, under Mudarabah partnership is formed between provider of capital and provider of expertise or human resource. Proportions for sharing profit are decided upfront. Losses are incurred solely by the partner contributing capital.
MURABAHA:
Murabaha is a non-participatory mode of Islamic financing where the bank sells the asset required by its client to the client on cost-plus basis. The asset is first purchased by the bank and the bank incurs the risk of any loss or damage to the asset as long as the asset remains under its ownership. Upon sale of the asset, the Islamic bank is obligated to inform the client of the exact cost incurred in the purchase of the asset and the margin of profit incorporated in the sale price. Payment by the client of the sale price may be deferred in which case it would become Muajjal. The selling price once agreed cannot be changed even when the client fails to pay on the agreed date.
IJARAH:
Under this facility a client may take on rent, property, vehicle or any other real asset belonging to the bank. The bank transfers the right of use of the asset to the client, while retaining the ownership of the asset. The client pays periodic rent to the bank for the use of the asset. Basis for rentals can be fixed as well as floating. Any change is rental may be made through mutual consent. 

SALAM:
Salam is a contract of advanced payment against deferred delivery of goods. Goods paid for in advance by the buyer are delivered by the seller after an interval of time. The Seller receives in advance fully paid price of the goods at the time of contract undertaking to deliver the goods specified by the buyer at a future date.
ISTISNA:
Manufacture of a specific product against precise specifications by a manufacturer for delivery to buyer. It is necessary that the price of the product and product specifications are fully agreed upon by the manufacturer and the buyer, and that the material required for manufacture is arranged by the manufacturer.

MAIN OPERATIONS OF BAL IBD
Main operations of Bank Alfalah Limited (Islamic Banking 

Division) are as follow;

· Account opening

· Depositing

· Lending
· With-drawls of money

· Budgeting

· Record keeping

· Clearing

· Remittances through mail transfer, demand drafts, , payment orders

· Locker services

· Establishing Letter of Credit for importers

· Negotiating the Letter of Credits (Exports)

· Collection based Export Document Selling

· Foreign Remittances through SWIFT (Society for Worldwide Inter-bank Financial Telecommunications)

· Foreign Currency Accounts handling (US $, Pound, Japanese Yen)

· Murabaha Financing

· Musharakah Home Loan

· Car Ijarah 

MAIN DEPARTMENTS OF BAL IBD
· Cash Department
· Clearing Department

· Operation Department

· Accounts & Finance Department

· Car Ijarah Department
· Musharakah Home Loan
· Murabaha Financing
· Trade Financing
FUNCTIONS OF BANK ALFALAH ISLAMIC 

PERSONAL BANKING:

                ACCOUNT OPENING DEPARTMENT


PERSONAL ACCOUNTS:

Bank Alfalah – Islamic Banking Division (BAL-IBD) offers Current, Savings and Term Deposit facilities to its customers seeking personal banking relationships with the following features:

1. Current Account: 
Current account is one where money is constantly being drawn out and put in since the money withdraw able at any time by the customer, therefore ,the bank do not pay profit on current account.

Deduction of Zakat is also not applicable on current account. Current account holders receive a cheque book and regular statements containing details of money paid in and paid out.

Who are interested in opening current account?

The current account is operated by traders, business companies, institutions, public bodies, industrialists who

· Wish to have working capital in their custody

· Like to receive and make payments through cheques 

· Are interested in keeping their money liquid and safe

· Utilize the agency services of the bank frequently 

Advantages of having current account 

The customer gets the following advantages on behalf of current account;
· The bank collects properly endorsed cheques on behalf of current account holders

· The bank may allow the facility of overdraft on prior arrangements to the trustworthy customers.

· Loans and advances may be sanctioned to the creditworthy clients with ease.

· On line facility alternative of cash transaction is also provided to customers having min. balance of Rs.500, 000/- in their current account.

2. Musharakah Savings Deposits:

The aim of this account is to encourage and mobilize saving of the people. Saving account is generally opened by the person or small income and for salary purpose. The bank invests the money of saving account and the profit or loss is shared between bank and the account holder. Deduction of Zakat is applicable.

Withdrawal of amount 

The depositors are normally allowed to draw a limited amount of money only twice a week. If a customer wants to withdraw a large sum of money, he then has to give a prior notice of 7 to 15 days in writing to the bank. The bank can safely invest the deposits of saving account, as it knows that only the customer withdraws a small percentage of this account.

3. Musharakah Term Deposit:


These deposits are kept with the bank for a specified period of time. The bank invest the money of saving account and the profit or loss is shared between bank and the account holder. Deduction of Zakat is applicable on this account.

	Facility
	Minimum balance
	Profit
	Zakat deductions

	Current deposit
	       PKR 10,000/= 
	Nil
	Not applicable

	Musharakah Savings deposit
	       PKR 5,000/=
	Tiered structure, 6 monthly pay-out
	Applicable

	Musharakah Term deposit
	       PKR 50,000/=
	Tiered structure, 6 monthly pay-out
	Applicable


Account Holders Of  Bank:

The bank open the account of its customers which includes

· An individual

· A firm

· Company

· Corporation or association

ACCOUNT OPENING PROCEDURE

In order to open the account with the Bank Alfalah Limited a proper method is followed for this purpose. For account opening a proper method is followed mainly in following steps;

· First of all a customer must have his original identity card (in case of residents customer) and original passport (in case of nonresidents customers).

· The client is provided with a set of forms containing account opening form; SS card and requisition slip to be filled.

· The forms are properly verified.

· Then the customer is allocated an account no.

· In order to operate the account a cheque book is issued to the customer.

Now we discuss the particulars of these forms one by one.

Account opening form

This form contains the following details;

· Currency in which client wants to open account (e.g. local or foreign).

· Types of account (saving or current  account).

· Title of account (name of account holder) and his address.

· Nature of account (single or joint), in case of joint accounts the required details of joint account holder.

· Name & address of nominee/next of kin (the person who is legally entitled to receive the balance in case of death of account holder).

· Type of organization, if any (partnership, sole proprietorship, club/society/association, or company that may be either limited, or, public, or private etc.

· Details of other accounts, if any.

· Undertaking to be filled by the client to abide by the terms and conditions of bank.
2. Specimen Signature Card (SS card)
Along with the account opening form, specimen signature card is to be filled 
 Requiring the following details;

· Type of account (saving/current/term deposit)

· Telephone number

· Nature of account 

· Operating instructions (in case of joint account)

· Specimen signatures

3. Requisition slip
This slip is filled for getting cheque book issues.

ISSUANCE OF NEW CHEQUE BOOK

After an account holder uses his cheque book completely, he can apply for another. The procedure is as follows;

· He takes the requisition from the old cheque book and submits to the bank after filling it.

· The officer will match the signature in the bank’s record.
· If the sign matches, the cheque books according to the account type are issued, as separate cheque books are maintained for different accounts.

MISCELLANEOUS FUNCTIONS

The deposit department deals with several other miscellaneous functions such as;

· Closing of account

· Amendments in the account

· Letter of thanks

a) Closing of account

For closure of account, the customer has to request the bank by written application. He surrenders the remaining cheque book to the bank. He has to submit Rs.200 if he is closed within 6 months from opening.

b) Amendments in account
If the customer wants to make change in the address or any details or change authority for account operating, he has to fill a letter for that he changes or fill the mandate with the bank.

c) Letter of Thanks

At the end of the day, the letter of thanks is issued to the new account openers and also to the introducers.
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Remittance:                          

 Transfer of funds from person to person and from place to place constitutes concept of remittance. A remittance is an important service provided by bank to customers. It is a source of income for banks.

Money Gram:

Bank Alfalah limited, in collaboration with Money Gram, offers remittance service to Pakistan. Money Gram is person to person money transfer service that allows consumers to receive money in just a few minutes. 
 [image: image2.jpg]Features o





Secure and reliable:
An extensive network of quality agents, linked by computer, will transfer your money safely and ensure that it is handled with care and without delay. Thousands of people already use the Money Gram service all over the world. It is trusted for its reliability and security.
Convenient and fast:
MoneyGram is available in over 154 countries and in more than 40,000 locations worldwide. With MoneyGram your money is transferred immediately and usually arrives at the receiving end within 10 minutes while other services can take days or weeks. There are no complicated procedures and you do not need a bank account or a credit card. What’s more, the receiver is handed the cash          immediately.
Free message service (for senders):
There is also an added personal touch-you can receive a 10 word message from the sender with every transaction at no extra cost.

Parties to a Remittance.

Remitter:            

One who initiates or requests for remittance the bank charges commission on its services.

Remittee:      

The person in whose name is remittance is made. He is also called the beneficiary.
Issuing bank:              

The bank that sends the remittance is called the issuing bank.

Paying bank:         

The branch on whom the instrument is made. It has to make the payment.

Kind of remittances

· Transfer with in the branch

· Transfer from one branch to another.

· Transfer from one bank to another bank in the same city.

· Transfer from one bank to another bank in two cities
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Bank Alfalah provides safe deposit locker facility to its customers for safe keeping of their valuables like documents, securities and jewellery etc.

Important features of lockers facility are as follows:
· Various sizes to choose from small, medium & large.
· Annual locker rent ranges from Rs.1,000/- to Rs.3,500/-.
Locker rent is waived for customers maintaining a minimum deposit of Rs.2 million in current account or above Rs.25,000/- in a current account or Rs.50,000/- in a savings account.
Locker Rates
The annual license fees of the following sizes of lockers will be as follows: 
	        Locker Size
	          Charges

	            Small
	          Rs.1000/-

	          Medium
	          Rs.1500/-

	            Large
	          Rs.3000/-

	           Special
	          Rs.3500/-


CORPORATE BANKING

Murabaha Finance
· Types of Murabaha: 
  

· Local purchases: For purchase of locally available goods
   

· Imported goods/commodities/assets
  

· Mode of repayment:
  

· Immediately in cash
  

· On a mutually agreed future date
  

· Spot Murabaha (Import)
  

· Deferred Sale Murabaha 

 Trade Finance 
· Imports
  

· Letter of Credits
  

· Import Murabaha Finance
  

· Full range of services related to imports e.g. Contract registration, Import bills for collection, Shipping Guarantees and Advance payments against imports.
   

· Exports 
  

· Export Murabaha Finance
  

· SBP Islamic Export Finance Scheme
  

· Other export related services e.g. Collection of export bills, Negotiation under Sight LCs, Advising/Confirmation/Transfer of Letter of Credits opened by other banks

  

IMPORT SECTION

Introduction:

In the common words import means bringing of commodities into a country from outside by sea or air.

Requirements to be fulfilled:
When a person wants to import, he must have to register his name, his company name. The EPB makes a registration with an application. There are two requirements that he has to fulfill;

· Importer must have a current account in that bank.

· He should be the member of chamber of commerce.

Letter of Credit:
It is a conditional bank undertaking of payment. It is defined as;

“An L/C is a commitment on the part of buyer’s bank to pay or accept draft drawn upon it provided draft doesn’t exceed a specified amount.”

TYPES OF LETTER OF CREDIT:

There are various types of L/C’s used in trade. The main kinds are as follows;

Revocable Letter of Credit:

It is the one, which can be cancelled or modified by the issuing bank at any time without any notification to the seller. Since it offers little security to the seller, it is hardly used in foreign trade by the exporter.

Irrevocable Letter of Credit:
It is the L/C that can be amended or cancelled only with the agreement of issuing bank, confirming bank and seller. This L/C gives more security to exporter as compared to revocable L/C.

Confirmed Letter of Credit:

The letter of credit is that which has the protection of credit standing of importer as well as exporter’s bank. The exporter’s bank that confirms the Letter of credit takes the liability of paying agents, in case of issuing ban fails to make payment to the exporter.

Unconfirmed Letter of credit:

Under the un confirmed Letter of credit the advising bank (through whom the credit is negotiated) does not give any kind of guarantee to the exporter that, the bill drawn will be honored by the issuing bank.

Parties of Letter of Credit:

It has following parties:

· Importer (buyer)

· Opening bank (bank that issues L/C)

· Exporter 

· Negotiating bank (who makes the payment)

Condition for opening Letter of Credit

The bank will open Letter of Credit only if importer has an import license. Import license in Pakistan is issued on the following basis:

· C&F (Cost and Freight)

Insurance of shipment is borne by importer, while exporter pays the freight under this condition.

· CIF (cost insurance and freight)

Exporter has to pay both insurance and freight under this condition, but not applicable in Pakistan.

· CIF & C.I

When goods are shipped on CIF and C.I (commission and interest) basis, it means the price quoted includes cost, freight, insurance, commission and interest.

· FOB (Freight on Board)
When freight of goods shipped, is not realized in advance by shipping company, it is then to be paid by the importer on delivery of goods at the port of destination.

PROCEDURE FOR OPENING LETTER OF CREDIT

Buyer and seller enter into a sale contract providing for payment through Letter of credit. The importer will request his own bank or some other bank that deals in foreign trade transactions to issue a Letter of Credit in favor of exporter. The issuing bank asks for another bank to advice for confirm the letter of credit (advising bank is the bank that takes reasonable care to check the apparent authenticity of the credit that it advises).

When seller receives the Letter of credit and it satisfies with its terms and conditions, it is the position to dispatch the goods. After making the shipment the seller sends the documents evidencing the shipment to bank where credit is available.

The bank checks them against the Letter of Credit. If documents are as per Letter of Credit, the bank will pay. The bank will send the documents to issuing bank. Issuing bank will check the documents and if they are as per the requirement of Letter of Credit, it will affect payment. Issuing bank after it is satisfied will send the documents to the importer upon terms agreed between buyer and issuing bank. Buyer takes the transport documents to the transporter of goods to have delivery of shipment.

Documents required by L/C:

It includes;

· Transport documents

· B/L (incase of sea)

· WB (incase of air transport)

· Insurance documents (issued by insurance co.)

· Commercial invoice (description of goods)

· Other documents

· Certificate of origin

· Packing list

· Bills of exchange

Modes of payment:

The payment of goods may be in the following ways;

Sight/CAD

The Letter of credit in which the payment is received with in two weeks from dispatch of documents.

Usance

The payment is made after a specified number of days after the presentation of required documents by beneficiary.

Short-term finances
· FIM (finance against importer merchandize)

· FATR (finance against trust receipt)

EXPORT SECTION

Introduction:

Export plays the major role in the economic development of the country; it is the one of the major sources of earning foreign exchange without additional burden of the economy.

“Exports means export of all eligible commodities through authorized banking channels admissible under exchange control regulation”.

Export department has three branches;

(a) Collection-registration

(b) Negotiation 

(c) Export refinance

(a) Export Registration Procedure:

The exporter must have export license and a current account with bank. When party has registered then either he enters into a contract with reporter or receives L/C. then he prepares goods and ship them, but before shipment and after contract he comes to bank and gets 4 copies of E-form against invoice fills out and takes them to custom department after getting certified by the bank, where the E-forms are verified documents required for exports:

· E-form (duplicate & triplicate)

· Request letter by party

· Insurance certificate

· Invoices

· Packing lists

· Bills of exchange

· Bills of lading or air way bills

· Certificate of origin

E-form:

E-form is the first and foremost requirement of export. It confirms that exporter is known to bank. It is a form whereby a exporter a declaration about;

· Full details of receipt quantity and value of goods

· Term of sale

· CAD

· L/C

· CIF (cost insurance & freight)

· C&F (cost & freight)

· DA basis (documents against acceptance)

· Trust receipt

· Name & address of importer and exporter 

· Modes of transport & transport documents

· Destination 

Copies of E-form:

E-form consists of 4 copies;

· Orignal copy is for custom authority (sent to SBP at time of shipment)

· Duplicate copy is for bank’s record

· Triplicate is sent by bank to 
SBP at time of realization

· Quardruplicate is for exporter’s (client) on record

Issuance of E-form:

E-form is issued to exporter after receiving the documents bank attaches recovering letter with them that contains the instructions for payments and documents are sent to foreign banks. All payments are received through telex then client’s account is credited. Triplicate copy of E-form is completed and attached, bank charges are filled on it and documents are submitted to SBP and thus export file is close.

(b) Negotiation

Negotiation means discounting of a foreign bill of exchange. Bank provides another facility by providing finance in the form of negotiation of a bill. The bank purchases the bill and provides funds to party against;

Process:

The exporter receives his L/C form importer through advising bank. Then he ships the goods and comes to bank for negotiation i.e. he sells the documents to bank and gets payment after complete checking of documents. Now bank is responsible for further process. The bank receives the payment and the file is closed.

But if client does not negotiate the document and gets a loan against the documents then he will be responsible till the amount realized at maturity. The bank receives mark-up on the loan.

Scrutiny of documents

The most importer job is to scrutinize the documents whether they are according to the requirements of Letter of Credit or not.

Cases of Negotiation:

The bank negotiates in 3 cases;

· If the bank is satisfied with documents, it makes payments on the spot.

· When exporter has sent documents for collection and bank receives acceptance through telex it will pay.

· Without getting acceptance the bank may negotiate depending on the will of the customer.

· In case the bank is not satisfied it takes an Identity from client.

Discounting the Bill:

Exporter has to meet various payments & expenses, so in order to meet the customer’s needs; the exporter avails this facility and discounts the bill. After discounting the bill amount is credited to customer’s a/c, the discounted amount is expense of party and on the other side, income of the bank documents required for negotiation:

Only those documents are required that are backed by Letter of Credit because only in this case bank is secured for receiving the payment.

Uniform customs and practice for documentary credits 1993 revision, ICC publication no.500 shall apply to all documentary credits. If documents are correct, payments made to party the foreign currency a/c amount is converted into Pak. Rupees, on the OD buying rate. In case of usance bill the foreign currency is converted into Pakistani rupees at relevant export buying rates.

In case of both sight & usance when their proceeds are credited to bank’s abroad a/c, in books of branches the conversion is made at T.T documentary buying rates. It yields the bank considerate exchange earning.

Discrepancies in the documents:

After checking the documents discrepancies are pointed out, the exporter takes them back & remove them. Then again presents documents for negotiation. If documents with discrepancies are sent to foreign banks, it informs the importer if importer accepts the documents with error then importers bank is authorize to deduct the discrepancy fee under foreign bank charges. Normally discrepancies are of nature as follows;

· Late submission of documents 

· Late shipment

· L/C expired 

· Invoice mistakes

· L/C overdrawn

· Name and addresses of exporter are not as per L/C

(c)Export Refinance:

State bank of Pakistan introduced this scheme this year 1975 to facilitate and encourage Pakistani export. The salient features of export finance scheme envisages the provision of financing facility to exporter by schedule banks types of export refinance 

 Bank Guarantees
A host of Guarantee types are offered by BAL-IBD including performance, financial and payment guarantees. BAL-IBD also issues guarantees securing financing facilities to be availed from Islamic Banks and/or Conventional Banks’ under Islamic modes of financing.

CLEARING DEPARTMENT

Function of Clearing Department

The major functions of clearing department are to receive the cheques, which are drawn on some other bank. The customers can get many cheques in his account at   BAL from the cheques drawn on other banks. The bank accepts these cheques and collects the amount from other bank. Bank charges some commission of these facilities. This department is controlled by the operation Manager or the Head of the department.

Types of Clearing

· Inward clearing 

· Outward clearing 

Inward Clearing

Receiving of the Cheques from the other braches of Bank Alfalah Limited with in the city is called inward clearing. These cheques are paid by or drawn up by bank which gets the inward clearing instrument.

Outward Clearing

Receiving of cheques from the other banks within the city is called outward clearing.

NIFT
NIFT stands for National Institutional Facilitation Technologies. It is subsidiary of SBP. Clearing house of SBP has a tiresome part of its work to a private institution Named NIFT. NIFT collects cheques, demand drafts, pay orders, Travelers Cheques etc. From all the branches of different banks within city through its carriers and send those to the branches on which these are drawn for clearing.

After the branches approve the instruments drawn on them, NIFT prepares a sheet for each branch showing the number for instruments and amount in its favor and drawn on it and send it to each branch. a similar sheet for each bank is also sent to clearing house of SBP where accounts of banks are settled in the same manner.

The instruments are collected from the client. Following things are checked.

· Cheque date (a cheque is valid for six months, for example 1 a cheque is dated 01.01.05 it will be valid till 30.06.05 and it should not be post dated).

· Title

· Amount in figures and words should be same.

· There should be no cutting and overwriting on the cheque.

· Deposit should also match with the cheque.

Stamping Procedure
In stamping procedure, the Pay-in-slip counters foil the following three stamps are used; If the cheques are for the same bank, and drawer and the payee both have the accoumt in the same bank stamp is used, and this stamp indicates the transfer of cheques from one account to another account. This cheque is directly moves towards posting in computer terminal where the computer operator debit one account and credit the account of another party. This stamp is known as the Transfer stamp.If the cheques are received from other bank and drawer's account is not in the bank then cheque received stamp is used. This cheque is represented in the clearing house. Date is also mentioned on the stamp. If the cheques are from out of the city then it is send for the collection.
Stamping on Cheques
After receiving the cheque and issuance of the counter foil to the client, stamping process starts on the cheques, the following stamps can be used;
The name and branch mane of the bank stamp is used on the front side of the cheques. This stamp is used on all types of cheques. This stamp is known as crossing stamp.

The second stamp used is the clearing stamp on front side of the cheques. It also indicates the presenting date of the cheques. If the cheques is dishonored and deposited again for clearing, the clearing stamp is used again with new date of presenting. So the clearing stamp is necessary wherever the cheques are presented for clearing. The third necessary stamp which is the endorsement indicates the paying bank to "payees account credited". It is the confirmation of outward clearing. The whole clearing process required about 2 days, after 2 days the customers' account is credited and the customer can make the transactions.

Collection (OBC and IBC)
In collection the bank undertakes to collect the proceeds of outstation cheques for their customers from drawee banks. This is a facility given to the customer. Internally in banks following two processes of clearing are done;
· OBC (outward Bills for Collection) 

· IBC (Inward Bills for Collection) 

OBC
OBC stands for outward bills for collection. In outward collection bank receives the cheques from customers. At this time the banker passes an entry in books in which customers' liability is debited and banker's liability is credited. This entry is reversed on realization. After realization bank gives credit to customers account.
Procedure:

In this case, bank sends the cheque to its branches in other city or bank has not its own branch in a city then it will send it to the bank on which it is drawn. First of all OBC number from the bank register is given to the cheques. Then OBC forwarding schedule is made. Original copy is attached with the cheque and send to the bank on which it is drawn, and the copy is attached with the deposit slip for record purposes. Commission is charged on OBC which is 0.15% of the principal amount of the cheque but if the amount of the cheque is less than RS 31,000 then minimum RS.50 is charged. This rate is for the cheques where the bank has its own branch otherwise minimum amount of commission is RS 300. The postage charges are flat and those are RS 150.

2. IBC
IBC stands for inward bills for collection. Bank receives the cheque drawn on it from banks in the other cities. Bank gives debit to the party who issued the cheque and send credit advice to the branch sending the cheques.
Procedure:

The procedure of IBC is this that first of all inter branch credit advice is mad. On which the bank gives the IBC number. Then the head office voucher will be credited and CLG Vouchers will be debited. After that it is filled in the register for record and also posting is made in the computer as well.

CONSUMER BANKING
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In modern days leasing has now be​come an economic and financial reality of primary importance. It is the originality of the leasing techniques and its economical advantages, which has enabled it to enter the world of industrial investment in Pakistan and on the international scene. 

Lease finance provides a significant source of funds for companies to acquire or use assets. Leasing provides additional earning opportunities to acquire assets and to get the inflows simultaneously out of the operations of the same assets. The ownership of the asset is vested with the Bank (lessor) and in return for rental payments, the client (lessee) has full use of the asset.  Being a medium to long term mode of financing, it allows the lessee to use the funds for other profitable purposes which otherwise would have been tied up in case of immediate payment for purchase of the asset.

Alfalah Car Ijarah
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A Shariah compliant car-leasing scheme with added features such as:

· No upfront registration charges
  

· No upfront insurance premium
  

· No rentals before delivery of car

· Quickest processing.
  

· No hidden charges.
  

· Minimum down payment.
  

· Complete repayment at any point of time.

· Balance transfer facility {BTF} for existing as well as new clients from other Banks.
  

· Tenure period ranging from 1 to 5 years.
  

· Financing of all brand new locally assembled vehicles and used cars.
  

· Financing limit ranging between Rs. 200,000/- to Rs. 2000,000/- for brand new cars.
  

The facility applies to all locally-assembled new cars up to Rs 4 million.

Documentations:

· Two passport size photographs.
  

· Copy of National ID card.
  

· Bank statement for the last six months.
  

· Salary certificate {for salaried individual}.
  

· Business proof {for a business person}.
  

· N.T.N Certificate.
  

· Co-borrower’s NIC copy {if the car is to be in the name of the co-borrower}

Eligibility:

Yes you can get a car loan form Bank Alfalah to purchase a brand new car if you are:

· Pakistani National Identity Card holder.
  

· Over 20 years of age (Maximum 60 years in case of salaried and 62 in case of a business person at the time of maturity of the loan).

· Salaried , businessman or self employed.

Home Finance Department
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Home finance scheme as launched BAL during last quarter of 2003. This product has received overwhelming from the customers due to its lowest mark-up and high quality services provided by bank. Home finance Department started its operation in September 12, 2003.

Alfalah Musharaka Homes:
With Alfalah Musharakah homes, you can participate with Bank Alfalah-Islamic Banking Division (BAL-IBD) in joint ownership of property where BAL-IBD invests a certain amount, usually up to 80% of the property value. Through monthly payments – a composite of rent for use of property and purchase of BAL-IBDs’ Musharakah shares/units in the property – to BAL-IBD you will be able to increase your stake in the property every month. The rental component will be readjusted every month to reflect your growing share of ownership in the property. Following purchase of all Musharakah units initially owned by BAL-IBD you shall become the sole owner of the house with a free Title to the property.
Major Purposes of Alfalah Musharakah Home:
The Alfalah Musharakah Homes product can be used in multiple situations, giving you pure Islamic solutions for your desired objectives.

· Purchase an already constructed house (Alfalah Buyer)
  

· Purchase a plot and subsequently construct upon it (Alfalah Builder)
  

· Renovate, extend, restore and enhance your already owned housing unit (Alfalah Renovation)

Processing Of Loan

Customer who wants a loan for any of the mentioned purposes should fulfill certain requirements;

· Monthly income should be at least Rs. 18000 per month. 

· He should do 30% of financing from his own sources and 70% of financing is done by the bank but now this policy has been changed 80% of financing is done by the bank.

· Bank statement of last six months.

·  If he is salaried person, employment verification form should be provided.

· If a person is a business man he should verify his income from Credit Information Bureau.

· Maximum limit of the loan is calculated 40 times of the person’s monthly salary.


MURABAHA FINANCING

Murabaha financing is basically based on working capital or Raw material capital. In this type of financing bank does not give the money to customer instead bank itself purchases goods for customers and share a profit with the customer sale.
Actually bank makes the customer its agent in this case  who make the deal with his supplier on the behalf of bank and bank pays the money on some pay back tenure of  30, 60, 90 or 120 days and bank charges its profit on this time period.

REQUIRED DOCUMENTS
· Agency
· Master Finance
· Master Murabaha Finance
· Promisory Note
· Letter of Lien and Set off
· Letter of continuity
· Guarantee
LIMIT

· 0.5 Million to 1.5 Million
ACCOUNTS & FINANCE DEPARTMENT

This bank is using accrual basis of accounting and in this department following functions are done
· Forecasted capital budgeting for the whole year

· Forecasted capital budgeting for every month

· Reporting the variability between forecasted and actual capital uses of the month to Head office

· Reports (Returns, Requested information, Different operations etc) to Head office

· Accounts reconciliation and balancing

· Accruals of expenses, income and adjustments

· Checking of daily vouchers disbursed

· Record keeping

· Depreciation of Assets
Online Banking

BAL is one of the few banks in Pakistan that offers On-line Banking facilities. Customers have the convenience of walking into the nearest branch of Bank Alfalah in any of the cities of Pakistan and operate their accounts. Bank Alfalah provides on-line services to its customers. At present, this service facilitates the customers to deposit and 

transfer their amounts from one branch to another of BAL. It is being planned to launch a universal account to update this facility and make it more extensive
SWOT ANALYSIS

SWOT Analysis is the combination of 

· Strengths

· Weaknesses

· Opportunities

· Threats.

Actually it is an analysis which gives the overall picture of an organization status and at the same time tells about the opportunities and threats by which an organization can improve its condition.

Such an analysis is very important for the management in retaining the strengths, overcoming the weaknesses, capitalizing over the emerging market opportunities and craving ways to successfully tackle with the threats and ultimately converting them in the strengths for the organization.

Bank Alfalah Limited is one of the most flourishing commercial banks at present in Pakistan. The organization is in the process of building itself into a force to consider. The bank is doing all sorts of new things in order to accumulate a set of distinctive competencies that could later on be transformed into a competitive advantage of considerable value. In this process of developing, striving, facing minor set backs and striving with even more zeal, the bank enjoys some strengths, needs to improve upon some weaknesses, can exploit some opportunities and is hampered by few threats. 

SWOT ANALYSIS

This SWOT analysis of Bank Alfalah Limited takes into consideration the external as well as the internal environmental structure of the bank.
1) Strength 

Bank Alfalah is considered to be a very successful bank in the financial circles. A bank is place where the customers can safely keep their money as long as they want. Some of the major strengths of the bank:

· Brand Name

· Goodwill and trust
· Islamic Banking

· Car Ijarah revenues

· Least Processing Time
· On-Line banking

· Comprehensive and diversified product portfolio

· Bad debt rate is low

· Excellent credit rating

· Phenomenal Growth

· Highly Professional and trained employees

· Crucial Location Of Branches

· Bank is financially strong and has a huge deposit reserve

· Bank Alfalah has a wide network of branches at the ideal locations, catering the financial needs of its clients.

· Foreign Trade is the focus of bank. It has become an ideal bank for the importers and exporters.

2) Weaknesses

Bank Alfalah also has some weaknesses. But their number is much less than the strengths of the bank. Following factors need attention of the management.

Lack of advertisement through electronic media

· Lack of innovative marketing
· No ATM Machine

· Islamic Banking
· Skill Set of Employees is not up to mark as there is no job rotation.

· Foreign Banks still are a little more prestigious

· Bank Alfalah Limited does not possess foreign network

· Most of the employees are overloaded with work. There is uneven distribution of work and promotions are not very timely

· It is slow in the introduction of new services

· Employees feel over burdened

· It has only one oversea branch although it does a lot of foreign trade business.

3) Opportunities

Bank Alfalah has grown up its business with a very high pace and it has got tremendous popularity, even with in a very short span of time. There are many opportunities for the bank and by availing that it can stand amongst the top foreign banks.

· Extension of International network.

· Capitalizing on IT

· Introduction of innovative products.

· Adopt E-banking

· Growth in deposits

· Growth in textile sector

· Tide down of money

· Expansion in branch network

4) Threats

· Political Instability
· New branches in the same location

· Islamic Competition
· Increase in Competition with other banks

· Revolving policies of state bank of Pakistan

· Terrorist image of the country

· Uncertain economic condition  

· Slow product development process

· Change in govt. policies.

· Internal audit system is not encouraging.

Eight years Financial Performance

(Rupees in Million)
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COMMENTS ON OVERALL PERFORMANCE
The aggregate performance of the Alfalah Bank is very good for the last few years. The BAL is really going at a rapid pace and is really contributing a lot in the banking sector in Pakistan.

The profits for the last three years has increased so much in comparison to the previous years. The assets are being utilized up to their capacity and these are also being used for customers developments purposes. 

The net profit for the year is 3,675,610,000 which is far better then the last year.

The bank is really doing well in online banking, Car Financing(Which is the main source of profit for the BAL), and the ISLAMIC BANKING. 

ISLAMIC BANKING is the main source of returns for the bank alfalah, being the Muslim country the people in Pakistan prefers to go for the ISLAMIC BANKING. Islamic banking is a very young concept. Yet it has already been implemented as the only system in two Muslim countries; there are Islamic banks in many Muslim countries and a few in non-Muslim countries as well. Despite the successful acceptance there are problems. These problems are mainly in the area of financing. 

With only minor changes in their practices, Islamic banks can get rid of all their cumbersome, burdensome and sometimes doubtful forms of financing and offer a clean and efficient interest-free banking. All the necessary ingredients are already there. The modified system will make use of only two forms of financing loans with a service charge and Mudaraba participatory financing both of which are fully accepted by all Muslim writers on the subject. Such a system will offer an effective banking system where Islamic banking is obligatory and a powerful alternative to conventional banking where both co-exist. Additionally, such a system will have no problem in obtaining authorization to operate in non-Muslim countries. Participatory financing is a unique feature of Islamic banking, and can offer responsible financing to socially and economically relevant development projects. This is an additional service Islamic banks offer over and above the traditional services provided by conventional commercial banks.[image: image9.png]
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