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Chapter 1

Introductory Part

Origin of the Report:

Internship means receiving practical experience through attending particular work
physically. Practically Internship means a way through which an internee, can gather
experience about the related subjects and be able to apply his theoretical experience in the
field of real life action. Practical training is necessary to achieve complete knowledge about

something. Internship program is actually a form of practical training.

As a student of BBA, major in, accounting internship is an academic requirement. For
doing internship every student is required to work in a selected institution to enhance ones

practical knowledge and experiences.

For my internship | was sent to the Investment Corporation of Bangladesh (ICB), under the
Madam of Shyamali Biswas Lecturer, Dept. of Business Administration, and University of
Stamford. My Madam asked me to prepare a report on one or two specific departments of
ICB that’s why I have chosen the topic “Performance of ICB Mutual fund. I have done the
internship at ICB from 07.11.2009 to 06.02.2010.

1.2 Objectives of the Study

The Obijectives of the report are:

1) To fulfill the requirement of BBA program as necessitated by Department of
Accounting, Faculty Bachelor of Business Administration, University of Stamford.

2) To analyze the performance of ICB, its image and its role in the capital market of
Bangladesh.

3) To relate our theoretical learning with the practical situation.

4) To learn the practical aspect of the Investment Corporation of Bangladesh.
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5) To get aware about the working environment in advance that will help in adjusting a
student with the future working life.

6) To review the overall performance of ICB Unit fund & Mutual fund.

7) To gather knowledge of how ICB floats and manages the Mutual Fund and Unit
Fund.

8) To focus on the overall performance of the ICB Mutual Fund and Unit Fund.

9) To know the product of ICB at the securities market in Bangladesh.

1.3. Methodology of the Study

Methodology can be termed as underlying principles and rules of organization that work at
the background of the study. It clarifies the problem involving the research in an ordered
and systematic way. For this study data and other information can be collected by the

following ways:

1.3.1 Sources and Methods of Collecting Primary data

e Personal Interview: This is the most effective way to collect primary data. Through
this process the Trainee can confront a number of officials of ICB and share holders. |
interviewed them by asking financial operation of ICB.

e Briefing Session: In case of corporate organization, this method is very useful.
During internship period we visited different departments of ICB and took part briefing
session .The head of departments gave briefs the trainees which were very much useful
for us and we gathered some valuable information from their briefing.

e By Observation: This process is very useful for gathering primary data. This process
is very costly, time consuming. Through this process limited but accurate data can be

collected.

1.3.2 Sources and Methods of Collecting Secondary data

The secondary data had been collected with several relevant articles of the ICB.
These are given below:
¢ |CB Annual Report (2007-0).
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e Annual Report of Mutual Fund (2006-07).
e Annual Report of Unit Fund (2006-07).
e Others materials of the Investment Corporation.

e Other sources

1.4. Rationale of the Study

There are a number of situations in which the evaluation of portfolio performance

becomes necessary and important, such as

a) Self — Evaluation: To evaluate how well one has done as individual investor with a

view to refining one’s skills and improving one’s performance over period of time.

b) Evaluation of Managers: To evaluate portfolio managers by an investment company

or asset management company in order to compare performance of these managers
among several such managers each running a separate fund or sub-fund within an

organization or the performance of portfolio manager over a number of years.

c¢) Evaluation of Mutual Fund: To evaluate the various mutual funds operating in the

country in order to take decision by the investor which , if any , of these should be chosen
for investment or to evaluate the efficacy by the individuals or organization who engage

external agencies for portfolio advisory services and

d) Evaluation Groups: To evaluate the academics or researchers the performance of a

whole group of investors and compare it with another group of investors who use

different techniques or who have different skills or access to different information.

Thus, one important reason for doing performance evaluation is to help in correcting

errors of portfolio management and improving the performance over a period of time.

But data constraint is a common problem in evaluating performance of any portfolio. On
the other hand, by law mutual funds must publically disclose their operating results? The
accepted advantages of the Mutual Funds —diversification and professional management —
are appealing to many who have no time to devote to selecting and managing a portfolio.

But there is a difficulty in choosing a consistency successful fund among as number of
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mutual funds with differing sizes, availability, market prices, objectives etc. This study of
evaluating mutual fund performance would help identify the best performing mutual fund
for the investors, as well as show how the fund managers have done their professional

services

1.5 Scope of the Study

The scope of the report was basically the operations and practices of Investment
Corporation of Bangladesh, in which | had undertaken the internship program. The scope
of the study was in the organization, Investment Corporation of Bangladesh (ICB). The
study was confined only on the Head office and gave more concentration on it. The data
comparison was based on published information and an additional survey was
performed to get in-depth information, as it was the part of the objective of the report.
The empirical part included only published information and current practices of

Investment Corporation of Bangladesh.

1.6 Limitations of this Study

In preparing this report | faced some limitations. During this Internship | worked all the
departments of ICB one after another for twelve weeks. ICB is a large autonomous
corporation, but three months study time is too short in an organization like ICB and this
was the main limitation of my Internship Program.
Other constraints that | faced during the course of my internship are as follows:

e Official secrecy of ICB was also a problem to me.

¢ Relevant papers and documents were not available sufficiently.

e At the time of face to face discussion with officials, there were no sufficient chairs

and tables.

¢ |nadequate information.
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Chapter-2

ICB at a Glance

2.1 Historical Background of ICB

The Investment Corporation of Bangladesh was established on 1% October 1976, under
“The Investment Corporation of Bangladesh Ordinance, 1976 “(NO. XL of 1976)”. The
establishment of ICB was major step in a series of measures undertaken by the Government
to accelerate the pace of industrialization and to develop a well organized and vibrant
Capital market particularly securities market in Bangladesh. ICB caters to the need of
institutional support to meet the equity gap of the industrial enterprises. Inview of the
notional policy of accelerating the rate of savings and investment to foster enactment of the
Investment Corporation of Bangladesh (Amendment) Act, 2000 (No. XXXIV of 2000),
reforms in operational strategies and business policies have been taken place by

establishing and operating subsidiary companies under ICB.

2.2 Objectives of the ICB

The main objectives of ICB are as follows:

1. To encourage and broaden the base of investments.

2. To develop the capital market.

3. To mobilize savings.

4. To promote and establish subsidiary companies for business development.

5. To provide for matters ancillary thereto.
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2.3 Business Policy of the ICB

The Corporation has adopted a realistic business policy framework within which its
operation is conducted. The corporation in its operating acts on commercial considerations
with regard to the interest of industry and commerce, investment climate, capital market

depositors, investors and to the public interest generally.
The operational policies of the Corporation are as follows:

1) To provide financial assistance to projects subjects to their economic and
commercial viability.

2) To arrange equity and loans singly or through consortium of financial institutions
including banks.

3) Equity Support to projects and there by spreads the risks of understanding.

4) To develop and encourage entrepreneurs.

5) To diversify investments.

6) To inspire small and medium savers for investment in securities.

7) To create employment opportunities.

8) To encourage more investment in Agro-based and Information and Communication

Technology (ICT) sectors.
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2.4: Sources of Capital of ICB:

Every organization has some sources of capital. It may be from own sources or may be
other sources. In case of Investment Corporation of Bangladesh it is a public limited
company issuing shares to the public, loans and debentures are the main sources of ICB.

The present capital structures are given to following;

Capital Structure (Tkin crore)
As on 30" June, 2008
ICB Consolidated
(ICB & subsidiaries)
Particulars | As on 30 June Increase/ | Ason 30 June Increase/
2008 2007 decrease 2008 2007 decrease
percentage percentage
Authorized | 50.00 50.00 - 50.00 50.00 -
Capital
Paid up | 50.00 - 55.00 -
Capital
Reserves 164.61 122.61 34.25 185.56 130.06 42.67
Retained 16.33 13.82 18.16 73.52 36.43 101.81
Profit
Long term | 4.20 4.55 -7.69 4.20 4.55 -7.69
Govt.
Loan
Debentures | 31.80 41.80 -23.92 31.80 41.80 -23.92
Others 14.05 16.29 -13.75 16.39 17.18 -4.60
Total 330.99 249.07 32.89 416.67 280.02 48.73

Table 2.-1: Capital structure as on 30 June 2008
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Figure 2-1: Capital structure of ICB

Capital Structure of ICB
(Figures represent TK. In crore)

¥ Authorized Capital Authorized Capital (50.00)
B Paid up Capital Paid up Capital (50.00)
W Reserves

_ _ Reserves (164.61)
B Retained Profit
 Long term Govt, Loan Retained Profit (16.33)
u Debentures Long term Govt. Loan (4.20)
" Others Debentures (31.80)

Others (15.05)

Figure 2-2: Capital structure of Consolidated

Consolidated (ICB & its subsidiaries)
(Figures represent TK. In crore)
u Authorized Capital Authorized Capital (50.00)

B Paid up Capital Paid up Capital (55.00)
R Reserves Reserves (185.56)
B Retained Profit . .
aLongtenm Govt, Loan Retained Profit (73.52)
B Debentures Long term Govt. Loan (4.20)
W Others Debentures (31.80)
Others (16.39)
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2.5 Share Capital Ownership Pattern

Classification of shareholder

as on 30 June, 2008

Sl.no Shareholders No. of | No. of percentage of
share holders Shares shareholding
1 Gov’t of BD 1 1350000 27.00
2 Gov’t owned com. bank 4 1136900 22.74
3 Development financial | 2 1281550 25.63
institution
4 Insurance corporation 2 6177781 12.35
5 Denationalized private | 2 454263 9.08
commercial banks
6 private commercial | 3 28286 0.57
banks
7 Foreign commercial | 2 110 0.01
banks
8 First BSRS Mutual | 1 5750 0.12
Fund
9 Other institution 12 17454 0.34
10 General Public 1109 107906 2.16
Total 1138 5000000 100.00

Table 2-2: Classification of shareholder as on 30 June, 2008

Performance of Mutual Fund of Investment Corporation of Bangladesh (ICB)

11



Figure 2-3: Share holding pattern as on 30 June 2008

B Gov'tof BD

B Gov't owned com. bank

W Development financial
institution

M Insurance corporation

M Denationalized private
commercial banks

M private commercial banks

Government of Bangladesh (27.0%)

Government owned commercial banks (22.74%)
Development financial institutions (25.63%)
Insurance corporations (12.35%)

Denationalized private commercial banks (9.08%)
Private/ Foreign commercial banks (0.58%)

First BSRS Mutual Fund (0.12%)

Others institutions (0.34%)

General public (2.16%)
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2.6 Functions of ICB

The functions of ICB are given below:

e Direct purchase of shares and debentures including placement and equity
participation

e Participating in and financing of joint-venture companies

e Providing lease finance singly and through syndication

e Managing existing investment accounts

e Managing Mutual funds and Unit funds.

e Managing Portfolios of existing shares

e Conducting computer training programmers

e Providing advance against ICB Unit and Mutual Fund certificates

e To act as Trustee and Custodian

e Providing Bank Guarantee

e Providing Consumer Credit

e Operating on the stock exchanges.

e Providing investment counseling to issuers and investors.

e Participating in and financing of joint venture projects.

e Dealing in other matters related to capital market operation.

e Introducing new business products suiting market demand

e To supervise and control the activities of the subsidiary companies.
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2.7 Share Price

ICB ‘s Share price varied from lowest Tk. 400.00 to highest Tk. 5098.00 in the stock
exchanges during the year. As on 30 June 2008, the market price of per share was Tk.
3751.00 and Tk. 4323.00 in the DSE and CSE respectively.

2.8 Transfer of Shares
A total of 46103 shares of ICB were transferred during 2007-2008 as against 626564shares

transferred in 2006-2007 registering an increase of 125.48 percent. The rate of share
transfer is increased by 125.48 percent from previous year. This is the sign of positive

performance of ICB.
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Chapter-3

Organizational Structure of ICB

3.1:Division & Department of ICB
The entire organization of ICB is functionally divided into two broad groups namely Wing
and Administration Wing.
e The functions of Operation wing is involved in the activities related to Project
Financing Research, Computer, Launching of Unit Fund and Mutual Fund.
Maintenance of investors Accounts, Shares, Transaction etc.
e The functions of administration Wing is involved with the activities relating to
Administration, Accounts. Implementation and monitoring of projects, recovery, public

issue and Legal matters.

The functions of the two wings are looking after by two General Manager who are
responsible to the Managing Director. All branches are supervised by General Manager
(GM) Administration Division.

Each Wing is functionally sub-divided into divisions which are headed by Deputy General

Manager besides the above two major wings there are two divisions which are direct under

supervision of Managing Director i.e. Audit and Methods Division ,Secretary’s Division

.The description of the Division and Department are given below.

3.1-1 The functions of operation wing:

Performance of Mutual Fund of Investment Corporation of Bangladesh (ICB)
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The operation wing is involved in the activities related to project financing research,
computer, launching of unit fund and mutual fund, maintenance of investors accounts,

shares, transaction etc.

3.1-2 The functions of administration wing:

The administration wing is involved with the activities relating to administration, accounts,

implementation and monitoring of projects, recovery, public issue and legal matters.

The functions of the two wings are looked after by two General Managers who are
responsible to the Managing Director. All branches are supervised by General Manager
(GM) administration division.

Each wing is functionally sub-divided into divisions which are headed by Deputy General
Manger (DGM). Besides the above two major wings, there are two divisions which are
directed under supervision of Managing Director i.e. audit and methods division secretary’s

division. The description of the division and department is given below:

SIno | Department Divisions

Personnel Administration

Establishment

Investors

Shares Merchandising

Transactions

Unit sales

Unit registration and procurement Funds

Mutual funds

Ol 0| N| o O b W N

Central accounts Account and finance

[EEN
o

Project loan accounts

[EEN
[EEN

System analysis

[EEN
N

Programming Computer

[EN
w

Data management
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14 Loan appraisal Loan appraisal

15 Economic and business research

16 Implementation Implementation and recovery
17 Recovery and follow-up

18 Public issue Legal affairs

19 Law

20 Audit and methods head office Audit and method

21 Audit and methods branches

22 Secretary’s Secretary’s

23 Public relation

Personnel department:

This department deals with the human resource of the organization. The main functions of

this department can be described as follows:

To make necessary rules, regulation, policies for efficient administration of the
corporation.

To recruit personnel for appointment in the corporation.

To handle all personnel matters including confirmation, posting, transfer, fixation,
leaves etc.

Processes all promotion, time-scale encasement etc.

Processes resignation, retirement cases.

Deals with retirement benefits including gratuity, pension, provident fund etc.
Controls attendance.

Handles national pay scale, fixation, increment etc.

Deals with all types of disciplinary action.

Prepares long-term and short-term plans for executive development in the

corporation.

Explores more sources of financing of foreign training.

Arranges in service training where, among other, foreign trained officers will in turn
train other will in turn train other officers through lectures.

Arranges training of new recruit institute of the corporation.

Runs training institute of the corporation.
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= Arranges seminars/symposium/workshops where experts in the line may be invited
to deliver lectures.

= Procures training equipment and facilities for training manpower.

= Deals with all matters relating to ICB employee’s union.

= Deals with all matters relating to ICB officer’s association.

= Develops appropriate machinery for handling and arrive at a solution.

= Any other assignment given by the management.

Establishment department:

This department deals with purchase and sales of office supplies, office equipment etc.
They also maintain the utility service like telephone bill, electricity bill etc.

This department divides cost into two categories: revenue cost and fixed cost. For fixed
cost, depreciation is charged at straight-line basis.

There are two purchase commodities to accomplish the purchase. There remains a quality
control committee to examine the quality of the product purchased. For the purchase of the
products, this department gives tender offer to the listed suppliers. In case of selling of

scraps and wastage, the tender offer is also followed.

Function of merchandising division:

Investors:

To enhance the merchandising operation of ICB this department is created. Under this
department, there remains “investor scheme” which started on 13" June 1977 to collect
funds from the small and middle class investors to boost up the capital market. This scheme
opens a new channel of investment for small and middle investors by establishing a
window for buying and selling securities listed with the stock exchanges. Thus, small
investors may effectively participate in the industrialization of the economy along with the
entrepreneurial group and reap the harvest thereof. Investor’s scheme has been introduced
with the objective of helping the small investors grow their savings through investment

accounts to be maintained under the scheme. An account under the ICB investor’s scheme
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would help investors to bring reasonable returns on investment in sound company shares
which are expected to bring attractive returns for them in the form of divided and capital
appreciation.

The followings are the functions of this department:

e Opens and maintains investor’s accounts for individual investors. Investor’s
department provides loans to their account holder currently at 1:2 ratios subject to a
ceiling of TK. two lac and confessional rate of interest, presently 13.5% per annum.
The loan is giving to the investor not in cash rather share certificates.

e Investor’s department receives purchase and sells order of securities in a prescribed
form from the investors.

e Some time investor’s department gives suggestion about purchase and sale decision of
the investors for the betterment of their investment.

e Investor’s department supplies three types of statements to the investors namely -
financial statement, portfolio statement and balance sheet.

e Buy and sell shares on behalf of the investors both from the primary and secondary
market.

e Implement negotiated over-the counter transaction between investment account
holders.

e Withdraw funds and shares from investment accounts.

e Provide service to investment account holder.

¢ Receive direct applications against public issue of shares.

e Prepare a list of applicants and send it to the companies along with applications and
application money.

¢ Receive allotment letters from the companies.

e Collect commission as banker to the issue and brokerage commission from the
companies.

e Keep financial records of all investment accounts.

e Make periodical reconciliation of investment accounts.

e Processing of withdrawal of funds.

¢ Confirm fund position of individual accounts.

Performance of Mutual Fund of Investment Corporation of Bangladesh (ICB)
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¢ Posting of all transactions.

e Calculate quarterly interest of all investor’s accounts.

Shares department:

Share department is the custodian of all shares held by ICB. This department facilitates the
physical transfer of shares. For performing the above mentioned activities share department
is divided into five sections. These sections are:

= [nvestor’s portfolio section.

= Sales and withdrawals section.

= Funds portfolio section.

= Securities reconciliation section.

= Procurement section.

Investor’s portfolio section performs the following activities:

= Receives shares from transaction department for preservation.

= Sends shares and debentures to the company at the time of book closer and receives
shares and debentures after registration.

= Collects bonus and right shares from the companies.

= Selection of ICB officials to participate in the AGM of different companies.

Sales and withdrawals section do the following jobs:

= Receive sales and withdrawals order from investor’s department.

= Examine the actual existence of securities and get them out from the vault.

= Send information to the computer department about salability of the securities.

= Make arrangement for the signature of the attorney and filling up of 117 forms.

= Send securities to the transaction department incase of sale and to the investor’s

department incase of withdrawals.
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The fund portfolio section does the following tasks:

= This department deals with the sales and withdrawals of mutual fund portfolio, unit
fund portfolio and ICB portfolio.

= Providing information to the transaction department about the salability of securities.

= Delivering the sold securities to the transaction department.

= Taking up of shares committed by the corporation, if necessary.

The securities reconciliation cell:

The securities reconciliation cell is concerned with the reconciliation of securities to check

any discrepancy arise to the actual number and the amount in the accounts

Procurement section is engaged with the collection of dividend’s interest etc. declared by
the companies whose shares are held by ICB and its other accounts. This section updates
the statement related to book closure, AGM, dividend declaration etc. After collecting
dividends, this department distributes it to the concerned shareholders and different
portfolios. It transfers bonus and right shares to the investors and fund section after

collection.

Transactions:

Transaction department executes the sales and purchase order of shares of the following
different portfolios: ICB, unit fund, mutual fund and government portfolio and the order
form investors of investment department arid the order form ICB’s branches. For the
portfolio’s order the securities purchase and sale committee take decision every morning

what share should be bough and what should be sold for that day.
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The sale and purchase orders of the investors constitute demand for execution in this
regard. Before execution, in case of sale, this department has to get aware about the
physical existence of shares from the share department. The corporation regularly
participates in the trading through online trading system which is added recently (10"
December, 1998). For each transaction this department charges howl a charge TK. 3 per
howl a and laga charge is 0.025%.

Function of funds division:

Mutual funds:

ICB has played a pioneering role in the filed of closed-ended mutual funds in Bangladesh.
The first ICB mutual fund was floated on 25 April, 1980. Since then ICB has, over the
years, floated a series of closed-ended mutual funds. So far, the corporation has floated
eight such funds. ICB manages all these funds are receives charges on share capital of the
closed-ended fund.

The government approves mutual funds portfolio formation and floating decision taken by
ICB. Whereas Economic and Business Research (EBR) department decides holdings
category considering capital, portfolio risk income trend and risk diversified uniform
income and growth. After all these decisions security to be held are collected from Initial
Public Offering (IPO), debenture issues, secondary market etc. ICB helps some time giving
security at discount rate or a face value. Then the fund is registered with Stock Exchange
Commission (SEC) and listed with Dhaka Stock Exchange (DSE) and Chittagong Stock
Exchange (CSE). However, after public issue, the fund portfolio is handed over to funds
division for management operations. For this purpose, the mutual fund departments have to

perform the following activities:

v Act as manager of all mutual funds.

(\

Prepare prospectus in connection with the floatation of mutual funds.
v" Receive applications from the general public in respect of new issues of mutual
funds.

v Arrange for lottery if necessary for allotment.

<

Issue allotment letters/share certificates.

v Arrange refund of excess application money.
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v’ Effect transfer and registration of certificates.

<

Issue dividend warrants to the holders of the certificates.

v Make correspondences with the branches of the corporation, banks and certificates
holders.

v" Arrange for payment of brokerage and commission to the Stock Exchange members
for successful applications submitted under their membership seals and bankers to
the issue respectively.

v Arrange for splitting the share scripts and when necessary in accordance with the
Stock Exchange rules.

v' Issue duplicates allotment letters/certificates in case these are lost or burnt or
mutilated.

v' Arrange for revalidating the date of payment of dividend on dividend warrants.

v Any other assignment given by the management.

Unit fund department:

In terms of section 2c¢(2) of Investment Corporation of Bangladesh Ordinance, 1976 and
ICB unit regulation 1981, ICB unit fund was established by the Investment Corporation of
Bangladesh in April, 1981.

Nature of business:

ICB unit fund is an open-mutual fund. The business of the fund is to mobilize savings from
investors by was of selling securities from both primary and secondary market to ensure
maximum return for certificate holders. This fund invested in securities and money market
as a single account. The management of fund is vested with ICB for which managing fee is
charged. Income, net of expenses is distributable to certificate holders on a yearly basis.
Units are issued as registered certificate. These are available is 1,5,10,50,100,250,500,1000
and 5000 denomination. Units are sold through ICB officers, ICB branch officers and
authorized bank branches. Any Bangladeshi and foreigner lived in Bangladesh can
purchase this certificate allowing maximum 10,000 units. No institute can purchase this

certificate.

The units sales department is entrusted with following responsibilities are:
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¢ Acts as manager of unit fund.

e Promotes sales of unit certificates.

e Sells and issues unit certificates to the applications.

e Repurchases unit certificates.

e Issues new unit certificates in lieu of mutilated lost or defaced unit certificates.

e Co-ordinates activities of bank branches in respect of unit sale and repurchase.

e Receives check and authorizes commission of sales by sales agents.

e Makes official correspondences regarding unit certificates, issue of direct mail shots
etc.

e Determines sale and repurchases prices of unit certificates and communicate it to bank
branches and 1CB branches.

e Transmits units of deceased unit holder.

e Splits and consolidates unit certificates as requested by unit holders.

e Issues and distributes cumulative investment plan certificates.

Unit registration and procurement:

This department maintains the ledger of accounts under registration number of the unit
holder. Practically, it is unit’s accounts maintaining and dividend paying sector. This

department does the following:

Registers and transfers unit certificates.
Maintains separate register of unit holder under CIP.
Verifies signature of transfer deed.

Issues dividend warrants and CIP certificates to the holders.

RN NN

Procures unit certificates to ICB sale officers/branches as well as appointed bank
branches.

v Evolves various prescribed form and registers, prints them and distributes them
among ICB branches and bank branches as per requirement.

v' Co-ordinates all activities relating to procurement and issue of unit certificates.
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Function of account and finance divisions:

Central accounts department:

All kinds of receipts and payments of ICB are made by central account department. It is the

ICB’s banking wing and works as the clearinghouse of portfolios. Its functions include:

e Prepares the annual accounts of ICB as a whole.

e Prepared the annual accounts of unit fund.

e Prepared the annual accounts of mutual funds.

e Gets these annual accounts audited and approved.

e Manages the liquid fund of the corporation.

e Keeps interest bearing account of funds.

e Prepares monthly salary statement of ICB.

e Keeps accounts of staff advance and recovery of them.

e Opens and manages bank account of the corporation.

e Makes payments according to the desire of other department as per the approval of the

competent authority.

Project loan accounts department:

The task of project loan accounts department starts after the completion of job of the LAD
and PAD. This department mainly deals with the calculation of interest, the date of
submission of interest etc. of the projects which is financed by ICB. The functions of this

department are as follows:
= |ssues check to the project after getting disbursement order from PID.

= Maintains load ledger, interest suspense ledger etc.

= Calculates interest against the disbursed amount.
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= Classifies the loan as per rules and makes appropriate provisions.

= Prepares statement related to project loan.

Function of computer divisions:

To keep pace with the present trend, computerization is necessary for the IT organization
like ICB. For this purpose computer division is created. To perform entire activities under
computerization plan, one twenty four (124) workstations will be installed but initially 69
have been installed. Information interchange with the server from each workstation would

be possible and each workstation using windows operating system can operate separately.

To bring entire operation under automation the corporation decided to develop ten

customized software. The followings are the software:

e Merchandising operation management system.

e Mutual fund script and ownership system.

e Unit sales and re-purchase system.

e Stock Exchange index publication.

e Software for IPO.

e Financial feasibility analysis for projects.

¢ Project implementation management system.

e Personal management information system.

e Software for meeting minute storage and retrieval and software for law suit tracking.

e Central account.

Function of loan appraisal divisions:

Loan appraisal department (LAD):
From the very name it is clear that the functions of this department is to workout the
viability of the finance aspirant project and helping the decision maker for casting about

safety, security and risks of the investment. We know ICB provides credit facilities to the
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public limited companies in two ways to meet the equity gap. Firstly, through direct
underwriting via bridge financing which means for new projects that is not yet in
commercial operation. In addition, ICB extends services to private placement of shares and
debentures and equity participation. The LAD handles all activities from the receipt of
primary application from the entrepreneurs of the projects to the issuance of sanction letter.
So the functions of this department include all the investment decision making activities

which are summarized below:

¢ Receives investment proposal from sponsors.

e Prepares appraisal reports on projects.

e Conducts meeting of the project appraisal committee.

e Places appraisal report to board and the consortium.

e Conducts consortium meeting and co-ordinates with the members of the consortium.
e Apprises management on technical aspect of the project.

e |ssues sanction letter to the project.

e Maintains liaison with commercial banks/financial institutions/ministry /agency.

e Any other assignments given by the management.

To appraise a project, it follows generally a five-step feasibility study of project. Receiving
proposal in the prescribed format collect information from related banking financial
institution, development financial institution, leasing company, Credit Information Bureau
(CIB) report. It also collects sponsors information, their performance report, audited
accounting information and if necessary collects consortium members report. ICB officials

visit the project area and submit report for committee and Board’s consideration.

To prepare the appraisal report they consider the following and information:

Letter of credit.
Machinery list and price.
Civil construction cost.
Working capital need.

Capital structure and source.

AN N N N N

Market forecast of product and project sensitivity study.
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v Financial forecast of the next five years (Starting form list commercial operation).
v Use indices like earning per share, book value per share, dividend per share, internal
rate of return, break-even points (volume, sale capacity, capacity of operation).

v Made sectional study like stock performance of the similar project.
Economic and Business Research department (EBR):
This department is the center of nerve system of ICB. In simple term, EBR is the
gentleman-brain of ICB and a decision making department. The function of the EBR is to
gather and summarize information to find out business opportunity for the organization and

to help the EBR committee to take decision in the necessary way.

EBR committee which takes the functional decision with approval of Managing Director

consists of;

= GM (Operation).

= GM (Administration).

= DGM (LAD Div).

= DGM (Funds Div).

= DGM (Merchandising Div).

This committee holds daily meeting and special meeting to take decision about:

» Sale and purchase of holding of ten (10) portfolios.

» Consider market trend and related company’s position to take necessary steps to
diversify portfolio risk.

» On the basis of approved overall budget (supplied by accounts dept) fix budget for
branches and departments, analyze their performance and finalize consolidated EBR
report to the management.

» Finalize annual reports of ICB and fund subject to the approval of the board.

In addition to these, the following functions are performed by EBR:

» Prepares MIS report which contains update business and administrative

performance.
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> Prepares five (5) year performance appraisal reports of the listed companies.

» Conveys EBR’s decision directly of through computers department to the necessary
department.

> Prepares board memo regarding declaration on dividends on ICB’s own portfolio,
unit and mutual funds.

» Analysis securities and categorizes them.

» Maintains information related to DSE, CSE, dividend/right/bonus declared by
different companies public issues half yearly accounts of listed companies etc.

» Maintains liaison with Ministry of Finance, Bangladesh bank, foreign investors and
provides ICB related information to interested parties.

» Arranges for offloading of government portion shares in different companies and
public corporations as per privatization decision.

» Performs all activities related to South Asian Development Fund (SADF). In
addition, any information about global market trend collected and organized by this

department.

A basic work of this department is the security/ stock analysis; generally five years trend or

information is used.

Functions of implementation and recovery division:

Project Implementation and Recovery Department (PID):

The functions of PID start after appraisal and approved of the project by LAD. This
department helps to give the physical shape of project through close supervision. This
department mainly focuses on bridging loan. Bridging loan means loans that are given up to
start commercial operations. ICB provides loan for construction of building. Main functions

of this department are given below:

¢ Helps implementation of the sanctioned projects.
e Reviews progress of implementation of projects and recommends disbursement of
funds.

e Submits progress reports to the management regarding implementation.

Performance of Mutual Fund of Investment Corporation of Bangladesh (ICB) 30



e Processes the case for cancellation of sanctioned project.

e Inspects the site and books of accounts of projects.

e Makes recommendation for an additional loan in appropriate faces and refers them to
LAD.

e Provides counseling for solution of any disputes and problems.

e Contacts with the consortium member/main financier regarding implementation of the
projects.

e Takes necessary steps to re — arrange the consortium commitment during

implementation period if necessary.

Loan recovery and follow — up department:

Loan recovery and follow — up department is the key operation department as it ensures the
recovery of funds provided as credit. ICB has taken different steps for strengthening the
process of recovery. There remains two task forces and the “Review and Monitoring
Committee” for giving necessary guidelines for accelerating the process of recovery. The

followings are the functions of this department:

= Recovers the principle and interest due on the sanctioned project.

= Checks the financial statements and analyzes the sectional study review it and
individual project renew.

= Sends letter to the project for making payments and reminds if necessary.

= Provides counseling to go for public issue.

= Rehabilitation of project through approved reschedules of loan and waiver of over
due, interest etc.

= Prepares board memo for the matter of interest waiver.

Functions of legal affairs division:

Public issue department facilitates the process of going public of a company which financed
by ICB also to a company which seeks this kind of help from ICB. This department is

related to the following tasks:

v Visits and collects audited financial statement from the sponsors.
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v Analyzing the financial statement of on going projects.

<

Advises sponsors for going for public issue.

Assists in preparing prospectus for issuing shares and debentures.

Examines the prospectus submitted by the sponsors and helps getting approved.
Arranges no objection from the main loan financing institution.

Helps the company in securing approval from relevant institution/authority.

Advises companies in issuing allotment letters and warrants.

AN N N N NN

Makes liaison with the recovery and follow up department regarding realization of

dues/over dues.

<

Makes necessary adjustments of bridge loan of the concerned company.

v Any other functions assigned by the management.

Law department:

Law department handles any kind of legal affairs of ICB. The functions of this department

are as follows:

= Prepares legal documents, advance agreements, share agreements, demand
promissory notes, memorandum and deposit of title deed etc.

= Arranges exception of underwriting cum advance agreement, underwriting agreement
and supplementary documents etc.

= Processes litigation cases, prepares legal notices and refers case legal advisors and
coordinates with legal advisor in the court.
= Prepares necessary board memos for placement in the board meeting relating to

litigation and legal affairs.
= Handles the legal issues related to employee’s loan facilities and other issues related

to law.

Functions of audit and methods division:
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Managing Director is the heads of audit and method department. Without the approval of
this department no transaction is done. It checks out the problems and brings clarity of job

and its transparency. The main functions of this department are:
= Checking out that all rules are properly maintained or not i.e. circulars given by the

ICB board, government and the method approved by the board are correctly
implemented or not.

= Advising of new methods of ICB.

= This department finds out the fault done by other department.

This department with regard to ICB does three kinds of audit:
= Internal audit - accomplished by head office audit department.

= External audit - accomplished by Ministry of Finance.

= Commercial audit - accomplished by government audit department.

Audit department mainly performs two types of audit:

= Pre audit - done before the start of the job.

= Post audit - done after the completion of the job.

Functions of secretary’s division:

Secretary’s department:

The main functions of this department are:

» Arranges meetings of the Board of Directors, Executive Committee and other

Committee.

» Issues notices of board and other committee meetings, prepares agenda etc.
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Places working papers to the members of the board/committee.
Maintains attendance registers of directors.
Obtains signature of the Chairman in the minute’s book.

Sends decisions of the meetings for implementation of concerned departments.

YV V. V V V

Sends minutes of the meeting to the members of the board and government of
Bangladesh.

Corresponds with the Govt. regarding share capital/debenture etc.

Corresponds with the shareholders on different relevant matters.

Maintains register of shareholders of the corporation.

Arranges holding of Annual General Meeting of the corporation.

Makes payment of dividend to the shareholders.

Arranges transfer splitting of shares and issuance of duplicate certificates.

YV V. V V V V V

Any other assignments given by the board/management.

Public relations department:

The main functions of this department are as follows:

Maintains close liaison with the Ministry of Finance and other concerned officers.
Help publish all types of official advertisements.
Furnish management with the relevant news paper cuttings.

Help focusing 1CB through mass media.

YV V. V V V

Meet all adverse comments about the corporation published in different newspaper;

and periodicals.

Y

Publish internal newsletter or journal.

Y

Appraise the management of its overall relation to the public.

» Any other matters as may be assigned by the management.

3.2: Management of ICB
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The Head office of the corporation as per the requirement of the ordinance of ICB is
located at Dhaka. The general direction and superintendence of the corporation created
in a board of directors, which consists of persons including the chairman and managing
director of ICB

The board of directors consists of the following directors:

a) The Chairman to be appointed by the government.

b) The directors to be appointed by the government from among persons serving under
the government.

c) One director to be nominated by the Bangladesh Bank

d) The managing directors, Bangladesh Shilpa Bank, Ex-office.

e) The managing directors, Bangladesh Shilpa Rin Sangstha, Ex-office.

f) Four other directors to be elected by the shareholders other than the
government, BB, BSB and BSRS.

g) The managing director of ICB to be appointed by the government.

3.3: Administrative, Human Resource

Investment Corporation of Bangladesh (ICB). Providing different categories of financial
and banking services. Nature of different division/departments vary, such that Economic
and Business Research (EBR) Department requires teamwork, Loan Appraisal division
requires professional work, Funds division needs chain work. Managing Director is
entrusted with authority to transact the regular business of the organization; he may
delegate some authority to the officials of the corporations. However, most of the policy
decision are taken by the different committee with the approval of managing director and
where required of the Board. It is the discretionary authority of the Board to constitute
the executive committee and to nominate its Chairman to assist the Board in the
discharging of the function stated under the ordinance.

The Board may appoint such other committee as it thinks fit to assist it in the efficient
discharge of its functions. So far, board has appointed two such committees-Economic
and Business Research committee and loan appraisal committee headed by General

Manager.
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3.4: ICB Milestones

Milestones

Date/Establishment Commencement

Date of Establishment/

Commencement ICB

1st October 1976

Investor’'s Scheme

13th June 1977

First ICB Mutual Fund

25th April 1980

ICB Unit Fund

10th April 1981

Second ICB Mutual Fund

17 June 1984

Third ICB Mutual Fund 19 May 1985
Fourth ICB Mutual Fund 6 June 1986
Fifth ICB Mutual Fund 8 June 1987
Sixth ICB Mutual Fund 16 May 1988
Nomination as the country's

Nodal DFI in SADF 7 May 1392
Seventh ICB Mutual Fund 30Junel995
Eighth ICB Mutual Fund 23 July 1996

Purchase of own Land & Building

11 December 1997

Participation in Equity of SARF

16 January 1998

Advance Against ICB Unit

Certificates Scheme

12 October 1998
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Lease Financing Scheme

22 April 1999

"The Investment Corporation of
Bangladesh (Amendment)
Act, 2000" passed in the Jatiya
Sangsad (Parliament) and
Honourable President's assent

thereof

5 and 6 July 2000

Formation and Registration of 3

Subsidiary Companies of ICB

5 December 2000

Computer Training Program

25 March 2001

Commencement of business

operations of the subsidiary

companies
ICB Capital Management Ltd 01 July 2002
ICB Asset Management Company

01 July 2002

Ltd.

ICB Securities Trading Company
Ltd.

13 August 2002

Registration as a Trustee with
SEC

20 August 2002

Registration as a Custodian with
SEC

20 August 2002

Bank Guarantee Scheme

21 June 2003

Advance Against ICB Mutual

Fund Certificate Scheme

21 June 2003

Consumers Credit Scheme

15 February 2004

Performance of Mutual Fund of Investment Corporation of Bangladesh (ICB)

37



Chapter-4

ICB Mutual Funds

Chapter Contents

4.1: Mutual Fund

4.2: Types of Mutual Fund

4.3: Objectives of Mutual Fund

4.4: Advantages of Mutual Fund

4.5: Launching of Mutual Fund

4.6: Details Description of Mutual Fund
4.7: Objectives of the Study

4.8: Dividend Declaration of Mutual Fund

Performance of Mutual Fund of Investment Corporation of Bangladesh (ICB)

38



Chapter-4

ICB Mutual Funds

Introduction

It is a recognized principle that diversification of investment reduces risk. An individual
may not have the time, expertise and resources to undertake such diversification. Here
arises the advantage of a Mutual Fund. Mutual Funds pool the savings of a great number of
investors and make investments in a wide array of securities. In Bangladesh ICB has
pioneered Mutual Funds for the sake of investors and of the capital market. Country’s first
Mutual Fund the “First ICB Mutual Fund “was floated on 25" April 1980. Since then ICB
has, over the years, floated 8 Mutual Funds with the total capital of Tk. 17.50 crore. ICB
Mutual Funds continued to command the confidence and attraction of investors as lucrative

and rewarding investment in terms of steady dividend performance.

ICB has been able to declare attractive dividends on its Mutual Funds during 2006-2007 as
previous year. Among the 8 Mutual Funds the highest dividend of 240.00 percent was
declared on the First ICB Mutual Fund Including190.00 percent in cash and 50.00 percent
in stock. The dividend declared by seven other mutual funds ranged from 62.00 percent
followed by 18.00 percent on the Second and Third ICB Mutual Funds. The rates dividend
for the previous year ranged from 210.00 percent to 15.00 percent. Strong performance of
the funds is reflected in the market prices of the funds. All the mutual funds were traded

significantly above par value in both the bourses.

The portfolio all of the mutual funds were managed with diligence and prudence to ensure

maximization of return and minimization of risk in the interest of investor.
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4.1: Mutual Fund

Mutual Funds are also known as close ended Mutual Funds. The issued capital of a Mutual
Fund is limited, that is, a Mutual Fund offers a limited number of certificates for sale to the
public. The amount of capital and the number of certificates of each Mutual Fund remains
unchanged. ICB Mutual Funds are independent of one another. A Mutual Fund being listed
is traded on the Stock Exchanges. Price of Mutual Fund certificates after IPO is determined
on the Stock Exchanges through interaction of supply and demand. The market price of a

Mutual Fund certificates is available in Stock exchange quotations and in newspapers. .

4.2: Types of Mutual Fund:

Any Mutual Fund could be of either of the following two kinds
» Open-end Mutual Fund

» Close-end Mutual Fund

Open-end Mutual Fund:

Open-end investment company is a fund that continues to sale and repurchases their shares
after their initial public offering. They stand ready to sell additional number of shares and

thus keep going larger. The open-end fund company can by or sale their own shares.

Close-end Mutual Fund:

A close-end investment company operates like any other public firm. Their stock is traded
on regular secondary market and the market price of its shares is determined by the supply

and demand. It has a definite target amount for the funds and cannot sell more shares after

Performance of Mutual Fund of Investment Corporation of Bangladesh (ICB)

40



its initial offering. Its growths in terms of number of shares are issued like any other

company’s new issues listed and quoted it stock exchange.

4.30Dbjective of Mutual Fund:

The objective of any fund would fit into one of three broad categories.

1) Income: The emphasis is on producing a steady flow of dividend payment.

i) Capital gain: The manager concentrates on increasing the value of principal

through appreciation of the stocks held.

iii) Income and capital gain: Some combination of the first two approaches.

4.4:  Advantages of Mutual Fund:

e Mutual Fund substantially minimizes the investment risk of small investors through
diversification in which funds are spread out into various sectors, companies,
securities as well as entirely different market.

e Mutual Fund mobilizes the savings of small investor and channels them into
lucrative investment opportunities. As a result, Mutual Fund adds liquidity to the
market.

e Mutual Fund provides the small investors access to the whole market that at an
individual level, would be difficult if not impossible to achieve.

e Because funds are professionally managed, investors are relieved from the
emotional strain associated with the day to day management of the fund.

e The investors save a great deal in transaction costs given that s/he has access to a
large number of securities by purchasing a single share of a Mutual Fund.

¢ The investors can pick and chase a Mutual Fund to match his/her particular needs.
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e Mutual Fund is the only vehicle which operates simultaneously both at the demand
as well as the supply side of the market. On the supply side, the Mutual Fund being
itself security at the SEC introduces a good and reliable instrument in the capital

market for the small but astute investor.

e Mutual Fund is one of the most strictly regulated investment vehicles. The laws
governing Mutual Fund require exhaustive disclosure to the SEC as well as the

general public. The laws also entail continuous regulations of fund operations by the

Trustee.

4.5: Launching of ICB Mutual Fund:

Launch Mutual Fund in different period with different paid

up capital.
Mutual Fund Date of Floatation | Paid up capital
(Tk. In lack)

First ICB Mutual Fund 25 April,1980 50.00
Second ICB Mutual Fund 17 June, 1984 50.00

Third ICB Mutual Fund 19 May, 1985 100.00
Fourth ICB Mutual Fund 6 June, 1985 100.00

Fifth ICB Mutual Fund 8 June, 1987 150.00

Sixth ICB Mutual Fund 16 May,1988 500.00
Seven ICB Mutual Fund 30 June, 1995 300.00
Eighth ICB Mutual Fund 23 July,1996 500.00
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4.6: Details Description of the ICB Mutual Fund

Consolidated Portfolio Statement:

As on 30 June 2005cost price and market price of eight Mutual Funds were Tk. 4815.15 lac
and Tk 5864.83 lac respectively. A consolidated statement of the portfolio of the Funds is

given in the following table:

Consolidated position of portfolios of ICB Mutual Funds as on June 2007

Sl.no | Particulars | 1% 2" 31 4 5th Bt 7t gth
Mutual | Mutual | Mutual | Mutual | Mutual | Mutual | Mutual | Mutual
Fund Fund | Fund |Fund |Fund Fund Fund Fund
1 No. of | 60 69 83 90 102 135 129 126
Companies
2 No. of | 60 71 84 91 103 136 132 128
Securities
3 Total 324.26 | 327.06 | 418.11 | 483.86 | 752.58 | 896.51 | 1130.41 | 1171.93
investment
at cost(lac)
4 Market 1524.69 | 383.40 | 545.04 | 778.64 | 1246.17 | 1160.94 | 1493.72 | 1544.30
Value(30
June 2007)

Table 4-2: Consolidated position of portfolios of ICB Mutual Funds

Source: ICB Annual Report 2007-2008
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Price Movement and Transactions

During the year under review, certificates of eight Mutual Funds were actively traded on
the floor of the Dhaka Stock Exchange Ltd and Chittagong Stock Exchange Ltd. The
highest and lowest price of the eight Mutual Funds certificates on Dhaka Stock Exchange

Ltd and position of total transaction during 2003-04 are shown in the following table:

Market prices of ICB Mutual Funds and Transactions during 2006-07
Lowest Annual
Sl Highest market transaction
no Mutual Funds market price(taka)*
price(taka)*
Number Amount
(Tk. In lac)

1 First ICB | 3500.00 2650.00 1263 36.31
Mutual Fund

2 Second ICB | 1100.00 721.00 1582 13.89
Mutual Fund

3 Third ICB | 690.00 460.00 6620 37.96
Mutual Fund

4 Fourth ICB | 700.00 458.00 10882 60.64
Mutual Fund

5 Fifth ICB | 465.00 200.00 13020 48.27
Mutual Fund

6 Sixth ICB | 350.00 175.25 131900 338.31
Mutual Fund

7 Seven ICB | 320.00 165.25 74432 187.93
Mutual Fund

8 Eight ICB | 316.00 162.00 87470 211.39
Mutual Fund

Source: ICB Annual Report 2007-2008

Table 4-3: Market prices of ICB Mutual Funds
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How to buy existing Mutual Funds

An investor can purchase any of the existing eight ICB Mutual Funds certificates through
the Stock Exchanges at the prevailing Market Price. However, if an investor buys Mutual
Fund certificates through the Stock Exchanges he/she must be careful to submit the
certificates along with duly filled-in transfer deed at ICB Head Office to ensure that the

certificates are registered in his/her name.
Advance against Mutual Fund certificates Scheme

Advance against ICB Mutual Fund certificates Scheme was introduced in 2003, designed
for the ICB Mutual Fund Certificate holders to meet their emergency fund requirement.
One can borrow maximum of 50% value of last one year's weighted average market price
of certificates at time of borrowing by depositing his/her certificates under lien arrangement
from any of the ]CB offices. The rate of interest on the loan is reasonable and also

competitive.
Management Fees, Charges etc.

At present management fee @ 1% on the paid up capital of the Fund is charged annually.
No amount is charged on account of custodial and trust services. Part of operating expenses

are charged to the respective Mutual Funds on pro rata basis
Assets of ICB Mutual Funds

ICB Mutual Funds Certificates holders shall have unfettered ownership in the assets of the
Fund to which they are related. In case of winding up of the Corporation the assets

belonging to any ICB Mutual Fund shall not be treated as the assets of the Corporation.

Tax Concessions

(&) Investment in Certificates provides the same tax exemptions as an investment

qualifying under Section 44 of the Income Tax Ordinance, 1984.

(b) Capital gains received on investment in the Fund Certificates shall not be included
in the total income of a Certificate holder within the limits specified in the Income
Tax Ordinance, 1984.
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(c) Dividends received on investment in the Fund will be treated as dividend income
under Income Tax Act, and will be exempted from tax with the limits specified in
the Act.

(d) The Fund incomes are to be exempted from all taxes as granted by the Government
as per SRO No 80-L/80 dated April, 1980.

4.7: Management of the Funds

There is a decision making board in order to manage different Mutual Funds. As per board’
s decision securities are bought under different Mutual Funds. At the same way securiti