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Preface
         In the name of ALLAH  Who is most Benevolent, Merciful and Whose Blessings are innumerable. Abundant and perfect salutation is on Muhammad Sallallaho Alaihe Wasallum, the person who is The Best of all creation, Whose Noor Illuminated the hearts of the living and whose appearance is a bounty for the whole universe.  
            Knowledge is power and knowledge comes through studying and thinking but practical knowledge comes through observing things closely and working practically. 

         For internship program I selected to join NBP Shahrukhn-e-Alam Branch, Multan which was later verified by course coordinator.   

        The purpose to make this report is to increase my knowledge about practical working of NBP. In this report I have describe the working of different departments of NBP Shahrukhn-e-Alam Branch, Multan.

         In fact 6-8 week internship program, for students of Allama Iqbal Open University, is a golden chance to develop and sharp their capabilities and the skills of management and administration in the practical environment of various business organizations.

         I am very thankful to all the staff of NBP, Shahrukh-e-Alam Branch especially Madam Mehreen Tanveer Bhati (Manger), Mr. Afzal Cheema (Operations Manager), Madam Aneela Bano (Customer Facilitation Officer), Mr. Muhammad Irfan Baqir
    (Remittance Officer) and Mr. Muhammad Aamir (Cashier) for their generous display of hospitality and kindness for bearing with us and giving us advices to overcome any problem that we faced. 

         I am hopeful that this report provides a clear picture of working of NBP Shahrukhn-e-Alam Branch.   
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SUMMARY
Report starts with the history of national Bank of Pakistan, its vision, mission, achievements, CSR (corporate social responsibility) and achievements besides elaboration of Banking in detail. In later chapters, business volume of National Bank of Pakistan, its number of employees followed by detailed view of all the products and services offered by the Bank and Organogram has been discussed which is followed introduction of various departments of the Bank and various sections of the Branch with reference to its structure and working. Next to it is finance control division with role of financial controller and duties of the chair, electronic data in decision making, sources of funds, generation of funds and allocation of funds has been discussed.

In the last chapter, detailed critical analysis spreading over 6- years period has been with ratio analysis at length with conclusion, weakness and future prospects of the organization. 
1 Objective of Studying Organization

Though the main objective of having an internship is fulfillment of requirement of MBA (Banking & Finance Degree) yet, it is for providing an exposure to the intending professionals to have look of practical world while still being students of Business Administration. It allows students to see practical implementation of their knowledge that they have gained in class rooms. As an internee of a Bank (NBP), my aim was to familiarize myself with baking business operations, working in its different departments and to know daily business process in a Banking organization  besides having known how of the decision making process in Bank and its implementation at various levels. Another objective of having my internship at a Bank was to see practical implementation of my knowledge, development of my interpersonal and interactive skills in a professional environment along with feeling sense of responsibility of professionals, feeling work burden with accuracy and efficiency. Moreover, customer service in Banks is at its peak in this era. I might learn best customer services while staying in the paradigm of bank’s rules and regulations. I would also get opportunity of analyzing various computer produced typical statements, in a professional manner as required by the decision makers for making policy. Additionally, NBP is offering almost all products of deposits, advances, govt. treasury services, pensions etc. So, having internship at NBP would allow me a comprehensive view of all Banking operations that would be helpful for me in future endeavors to serve any Bank in Pakistan.

2 Overview of the Organization

National Bank of Pakistan is one of the largest commercial bank operating in Pakistan. It has redefined its role and has moved from a public sector organization into a modern commercial bank. The Bank's services are available to individuals, corporate entities and government. While it continues to act as trustee of public funds and as the agent to the State Bank of Pakistan (in places where SBP does not have presence). It has diversified its business portfolio and is today a major lead player in the debt equity market, corporate investment banking, retail and consumer banking, agricultural financing, treasury services and is showing growing interest in promoting and developing the country's small and medium enterprises and at the same time fulfilling its social responsibilities, as a corporate citizen.

In today's competitive business environment, NBP needed to redefine its role and shed the public sector bank image, for a modern commercial bank. It has offloaded 23.2 percent share in the stock market, and while it has not been completely privatized like the other three public sector banks, partial privatization has taken place. It is now listed on the Karachi/Islamabad/Lahore Stock Exchanges.

National Bank of Pakistan is today a progressive, efficient, and customer focused institution. It has developed a wide range of consumer products, to enhance business and cater to the different segments of society. Some schemes have been specifically designed for the low to middle income segments of the population. These include NBP Advance Salary, NBP Saiban, NBP Kisan Dost, NBP Cash n Gold.
The bank has implemented special credit schemes like small finance for agriculture, business and industries, administrator to Qarz-e-Hasna loans to students, self-employment scheme for unemployed persons, public transport scheme. The Bank has expanded its range of products and services to include Shariah Compliant Islamic Banking products. For the promotion of literature, NBP recently initiated the Annual Awards for Excellence in Literature. NBP will confer annual awards to the best books in Urdu and in all prominent regional languages published during the defined period. Patronage from NBP would help creative work in the field of literature. The Bank is also the largest sponsor of sports in Pakistan. It has provided generously to philanthropic causes whenever the need arose.
The bank has taken various measures to facilitate overseas Pakistanis to send their remittances in a convenient and efficient manner. In 2002 the Bank signed an agreement with The Western Union for expanding the base for documented remittances. More recently it has started Electronic Home Remittances Project. This project introduces technology based system to handle inward remittances efficiently, by ensuring that the Bank's branches keep a track of the remittance received from abroad till its final receipt. Bank has been signing different agreements with other leading players in the remittance field for ensuring that remittance services are available to most of the overseas Pakistanis. 
A number of initiatives have been taken, in terms of institutional restructuring, changes in the field structure, in policies and procedures, in internal control systems with special emphasis on corporate governance, adoption of Capital Adequacy Standards under Basel II framework, in the up-gradation of the IT infrastructure and developing the human resources.
National Bank of Pakistan has built an extensive branch network of 1400+ branches in Pakistan and operates in major business centre abroad. The domestic branch network has been automated and is online. The Bank has representative offices in Beijing, Tashkent, Chicago and Toronto. It has agency arrangements with more than 3000 correspondent banks worldwide. Its subsidiaries are Taurus Securities Ltd, NBP Exchange Company Ltd, NBP Capital Ltd, NBP Modaraba Management Company Ltd, and CJSC Bank, Almaty, Kazakhstan. It has recently opened a subsidiary in Dushanbe, Tajikistan. The Bank's joint ventures are, United National Bank (UK), First Investment Bank and NAFA, an Asset Management Company (a joint venture with NIB Bank & Fullerton Fund Management of Singapore).

2.1.1 Brief History of the Organization
1949 National Bank of Pakistan (NBP) was established under the National Bank of Pakistan Ordinance of 1949 and was government-owned. NBP acted as an agent of the central bank wherever the State Bank did not have its own branch. It also undertook government treasury operations. Its first branches they are in jute growing areas in East Pakistan. Offices in Karachi and Lahore followed.
· 1950 NBP established a branch in Jeddah, Saudi Arabia.

· 1955 By this time NBP had branches in London and Calcutta.

· 1957 NBP established a branch in Baghdad, Iraq.

· 1962 NBP established a branch in Dar es Salaam, Tanganyika.

· 1964 The Iraqi government nationalized NBP's Baghdad branch.

· 1965 The Indian government seized the Calcutta branch on the outbreak of hostilities between India and Pakistan.

· 1967 The Tanzanian government nationalized the Dar es Salaam branch.

· 1971 NBP acquired Bank of China's two branches, one in Karachi and one at Chittagong. At separation of East Pakistan NBP lost its branches there. NBP merged with Eastern Mercantile Bank and with Eastern Bank Corporation.

· 1974 The government of Pakistan nationalized NBP. As part of the concomitant consolidation of the banking sector, NBP acquired Bank of Bahawalpur.

· 1977 NBP opened an offshore brain Cairo.

· 1994 NBP amalgamated Mehran Bank.

· 1997 NBP branch in Ashgabat, Turkmenistan commenced operations.

· 2000 NBP opened a representative office in Almaty, Kazakhstan.

· 2001 State Bank of Pakistan and Bank of England agree to allow only 2 Pakistani banks to operate in the UK. NBP and United Bank agreed to merge their operations to form Pakistan International Bank, of which NBP would own 45% and United Bank 55%.

· 2002 Pakistan International Bank renamed itself United National Bank Limited (UNB). The ownership structure of the UNB remained as before. The only change to the shareholding structure is that UNB had recently been privatized in Pakistan and was now owned 49% by the Government of Pakistan and 51% by a joint foreign consortium of Abu Dhabi.
NBP needed to redefine its role and shed the public sector bank image, for a modern commercial bank. It has offloaded 23.2 percent share in the stock market, and while it has not been completely privatized like the other three public sector banks, partial privatization has taken place. It is now listed on the Karachi Stock Exchange.
· 2003 NBP opened its branch in Kabul, and the first ATM in Afghanistan was installed there.

· 2005 NBP closed its offshore branch in Cairo.

· 2010 NBP opened its branch in Karaganda (Kazakhstan).

· 2011 NBP opened its representative office in Toronto (Canada).

2.1.2 Vision 

To be recognized as a leader and a brand synonymous with trust, highest standards of service quality, international best practices and social responsibility

2.1.3 Mission

NBP will aspire to the values that make NBP truly the Nation’s Bank, by:

• Institutionalizing a merit and performance culture

• Creating a distinctive brand identity by providing the highest standards of services

• Adopting the best international management practices

• Maximizing stake holders value

• Discharging their responsibility as a good corporate citizen of Pakistan and in countries where they operate

2.1.4 Core Values

• Highest standards of Integrity

• Institutionalizing team work and performance culture

• Excellence in service

• Advancement of skills for tomorrow's challenges

• Awareness of social and community responsibility

• Value creation for all stakeholders

2.1.5 Corporate Social Responsibility (CSR) at NBP

The National Bank is the largest commercial bank of Pakistan and CSR is an integral part of NBP corporate policy. It has institutionalized by creating a separate Division and running a full-fledged CSR Program to bring positive change and improving quality of life of underprivileged members of their society. The Prime area of focus for CSR initiatives are Education, Health, Woman & Child, Special Persons, Culture & relief for affectees of natural disasters.
NBP has awarded with the "Gold Medal on CSR" by Prime Minister of Pakistan on basis of overall NBP contributions and donations for charitable, social, educational and public welfare purposes. NBP has contributed in the Health sector by providing financial and Equipment support to MALC Leprosy Centre, SIUT, Noor Hospital Chakwal, Ghulab Devi, Lady Willington, and Ganga Ram & Bolan Medical Hospitals. Bank also organizes Medical & Eye camps countrywide for free treatment of Underprivileged patients.
In 'Education' sector, NBP is working on a major project aimed at expediting and facilitating socio-economic development through the spread of knowledge and skills at the grassroots level. Bank is supporting financially to "The HUB" "KSBL" "IBA" Taaleem Foundations school in Baluchistan, TCF School at Nawabshah and Children Care Foundation Lahore. Under NBP “Scholarship Program”� more than 100 students belongs to Hunar Foundation, IBA Sukkur, PAF Sargodhian Sprit Trust and Academy INFAQ Foundation and Children Care Foundation Lahore are getting financial assistance. At provincial level Bank runs school & college Volunteer Training program (MOVE) in collaboration with FESF (Family Educational, and Service Foundation). Bank Sponsored Cultural events like All Pakistan Folk singing Mela at Faisalabad and Aalmi Mushaira at Arts Council Karachi.
NBP pays special attentions to Special person and distributed more than 600 Wheel Chairs, White Cans, and organize sporting activities at National Level. Bank initiated project "Empowered Women and Empowered Pakistan" vocational training to help needy and poor women especially women of rural back grounds. This project open and conclude in 2 centers of each province of Pakistan.
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Figure 2.1 Charity & Donation
2.1.6 Customer Service Quality

Their market share, financial results and the acclaim they receive at local and international forums is reminiscent of the continuous resolve & success towards transformation. However, in the fiercely competitive market, they are striving to develop a customer-oriented Sales & Service Culture. Their Board is also keen in observing a visible change in Service Quality Standards at NBP. A separate function of Service Quality at NBP has been introduced with the sole aim & objective to reinvigorate the sales & service culture and changeover from customer satisfaction to Customer Delight. Their team, with its vast experience of Service Quality in the financial services industry, has strategized various initiatives to be implemented at NBP in phases to ensure smooth transition towards Customer Delight. Their plans to achieve Customer Delight include employee training, improving business processes and work place environment, and placement of service quality officers.

2.1.7 Awards

· Prime Minister, Pakistan awarded "FPCCI Gold Medal" to President NBP, Mr. Syed Ahmed Iqbal Ashraf
· The National Bank of Pakistan (NBP) recently won the globally recognized "The Bank of the Year in Pakistan 2015" award.

· "1 Link-Certificate of Achievement" in the category of "Top Three Issuing Banks/1 Link Cards"
· "1 Link-Certificate of Achievement" in the category of "First Three OTC Enabled Banks". 
· "Domestic Technology and Operations Bank of the Year 2013 - Pakistan", "Asian Banking & Finance Magazine", owned by Charlton Media Group, Singapore

· "Listed in top 1000 banks of the world for the year 2013" by the world renowned "The Banker" magazine owned by the Financial Times Group, London.

· Domestic Retail Bank of the Year 2013 - Pakistan, "Asian Banking & Finance Magazine", Owned by Charlton Media Group, Singapore

· "Transaction of the Year Award - 2012", awarded by CFA Association of Pakistan for the sell side advisory for the sale of Agritech Limited by Azgard Nine Limited (ANL).

· The National Bank of Pakistan (NBP) received "Middle East Renewable Deal of the Year 2012"award from Project Finance Magazine, a publication of Euromoney PLC, for its role in Pakistan's first ever 100 percent Islamic Finance Renewable Poweredr Projects Foundation Wind Energy 1 and 2.

· 3rd Global Human Resource Excellence Award - 2012" administered by Global Media Links in collaboration with Better Pakistan.

· "Listed in top 1000 banks of the world for the year 2012" by the world renowned "The Banker" magazine owned by the Financial Times Group, London.

· 2nd Global Human Resource Excellence Award - 2011" administered by Global Media Links in collaboration with Better Pakistan.

· "Pakistan: Transaction of the Year Award - 2011", awarded by Islamic Finance News, for two wind farm projects of 50MW each in which the bank acted as international inter-creditor agent (for the Islamic Development Bank, the Asian Development Bank and syndicates of local banks). 

· "Transaction of the Year Award - 2011", awarded by CFA Association of Pakistan for the private placement and offer-for-sale of Engro Foods Limited.

· "Bank of the Year" awarded for the year 2011 by the world renowned "The Banker" magazine owned by the Financial Times Group, London

· "Top Corporate Finance House (Fixed Income) Award of the Year 2011", awarded by the "CFA Association of Pakistan".

· National Bank of Pakistan Awarded "Best Emerging Markets Bank 2011"
Awarded By Global Finance Magazine

· "Bank of the Year" awarded for the year 2010 by the world renowned "The Banker" magazine owned by the Financial Times Group, London

· "Runner up of Corporate Finance House (Fixed Income) Award of the Year 2010", awarded by the "CFA Association Pakistan".

· NBP is awarded "President of Pakistan Trophy", a top slot award by Federation of Pakistan Chambers of Commerce and Industry in 2010.

· NBP is awarded "Prime Minister of Pakistan Trophy", a top slot award by Lahore Chambers of Commerce and Industry in 2010

· Among the global leading banks, NBP is the only Pakistani bank appearing in top 500 banks of the world in  "The Banker" magazine owned by the Financial Times Group, London

· "Bank of the Year" awarded for the year 2008 by the world renowned "The Banker" magazine owned by the Financial Times Group, London

· "World’s Best Foreign Exchange Bank 2008" awarded by world’s leading financial journal "Global Finance"

· Stable AAA/A-1+(Triple A/A-One Plus) rating (Standalone Basis) by JCR-VIS (July 2007)

· Best Return on Capital for 2006 amongst all Banks in Asia. - "Banker Magazine" in July 2007

· World’s leading financial journal, "Global Finance" has named NBP as the  Best Emerging Market Bank from Pakistan for the year 2006
· Due to consistent improvement in NBP’s Core Profitability, Asset Quality and Economic Capitalization in recent years, Moody’s  Investors Service upgraded the Financial Strength Rating (FSR) rom E+ to D-, in November 2005

· "Best Foreign Exchange Bank – Pakistan"  award for the year 2005 by world’s leading financial journal "Global Finance"
· "Best Bank - Pakistan" award for the year 2005 by world’s leading financial journal "Global Finance"
· The Asian Banker, a reputable financial journal, has published the report of its research project on the ranking of 300 of Asia’s Strongest Banks based on a 11-Dimensional Dynamic Scoring Criteria has adjudged National Bank of Pakistan as the Strongest Bank in Pakistan
· "Number 1 Bank in Pakistan" by the prestigious "Banker Magazine" in its issue of July 2005  
· The "Banker Magazine" in July 2005 recognized NBP as the 10th Best Bank in terms of ‘Profit on Capital’ in the world
· "Bank of the Year" awarded for the year 2005 by the world renowned "The Banker" magazine owned by the Financial Times Group, London

· On an all Pakistan basis National Bank of Pakistan was awarded the "Kissan Times Award" for the year 2005 by the Prime Minister, Mr. Shaukat Aziz, for its services in the Agriculture Sector

· World’s leading financial journal, "Global Finance" in an exclusive survey has named NBP as the  Best Emerging Market Bank from Pakistan for the year 2005
· "Euromoney" Magazine, a leading and prestigious journal, published from London, UK, in its issue of March 2005 has published Moody’s Investors Service rankings in which NBP is the only Pakistani bank which has been ranked among the Top 100 banks of  Asia for it performance in the fiscal year 2003

· On the basis of overall financial performance during 2004, NBP has been listed "Amongst top 1000 banks in the world" and     
· "Bank of the Year" award for the year 2004 by the world renowned "The Banker" magazine owned by the Financial Times Group, London.

· THEYBCOP-AASHA, an alliance against gender discrimination at workplace, presented a Recognition Award to National Bank of Pakistan on December 18, 2004 for having a Gender Sensitive Management
· In May 2004, NBP’s standalone long-term rating was upgraded by JCR-VIS Credit Rating Agency to AA (double A) from AA- (double A minus) with "stable outlook", while standalone short-term rating was maintained at A-1+(A one plus). This is now the best rating for a local commercial bank in Pakistan

· In its issue of March 2004, "Global Finance" has also declared NBP as "The Best Foreign Exchange Bank" in Pakistan
· The "Banker Magazine" in July 2003 recognized NBP as the bank with the highest return on capital in Asia and No.8 in the world
· World’s leading financial journal, "Global Finance" after a worldwide survey declared NBP in its issue of May 2003 as one of the best banks in the emerging markets
· "Bank of the Year" awarded for the year 2002 by the world renowned "The Banker" magazine owned by the Financial Times Group, London

· "Bank of the Year" awarded for the year 2001 by the world renowned "The Banker" magazine owned by the Financial Times Group, London.
3 Nature of Organization
National Bank of Pakistan as is evident from its name, belongs to Banking industry.

3.1.1 Definition of Bank

There is no single definition which describes the bank thoroughly and completely. Every expert defines word Bank in his/her own style. Following are important definitions which can help us to understand the word Bank. According to:
· Professor Chrowthor
Bank deals with debts of its own and others. Bank borrows money from general public and advances loans to needy people.

· Sir Jhon Pajet
Banker is such person or the institution which performs following activities:

1. Opens the accounts

2. Make payments against customers cheques

3. Receives amounts of its customer cheques from other banks
· Renolyed
Bank is an institution which deals with money. It borrows from the people who have money in excess and advance loans to the people who want to invest into some business. From above definitions, they can conclude that the bank is entity which deals with money. People deposit their savings into banks which in turn advance it to needy persons for productive works. Generally, banks get money from people on lower interest rate and then advance it on higher interest rate and earn profit.

3.1.2 Modern Banking

In 1586, the fist bank in the world formed at Italy with the name of Bank of Venus and in 1694, Bank of England was inaugurated in United Kingdom. The Bank of England has got legal right to issue currency in 1758. Following entities play critical role in formation of today’s banks.

1. Merchants

2. Money lenders

3. Goldsmith
· Merchants
In past, Merchants performed critical role in trading. In fifteenth century, many Lombardy merchants came to England and settled in the parts of city of the London now called Lombard Street. They are so Resourceful that event the Kings had to depend on them and loans. They dealt with not only keeping the money in sage custody but also changed money for the travelers or merchants engaged in foreign trade. They issued written permission notice to their agents, friends and relatives, so that the foreign traders got their payments from these people within their own states. These written permission notice� are converted into Bank Draft in today’s banking system.
· Money Lenders
Money lenders are those people who give money to needy persons. In past, these money lenders got money from general public at lower interest rate and advanced other at higher rate which lead toward profitability. Today banking system is progressed form of these traditional money lenders because now banks are performing same activities of these lenders in more sophisticated manners.
· Goldsmith
In past, goldsmiths of European countries they are financially very strong and they are very reliable in society. Common people deposited their precious thing to these goldsmiths for safety purposes. Goldsmiths issued written notices to depositors who are required to see this notice when they want to withdraw their deposited things.  
So, they can conclude that today’s banks are formed from these above three concepts. Modern bank is performing all activities of above mentioned people.

For example, bank issued draft for further payments as issued by merchants; it advances loans like money lenders and also accepts deposits like old goldsmith.

3.1.3 Business Volume

Spread over 20 countries with 1403 domestic Branches, 79 Islamic Branches, 21 foreign Branches, 8 Local & international subsidiaries NBP is enjoying AAA rating by PACRA & JCR-VIS. Its business volume is as under:-
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Figure 3.1 Number of Branches

Table 3.1 Business Volume
	Description  / Year
	2015
	2014

	Total Assets
	1706361
	1543054

	Deposits
	1431036
	1233525

	Advances-net
	577892
	626704

	Investment –net
	826302
	561764

	Investment- net
	168351
	178329

	Capital & Reserves
	17.59%
	17.39%

	Pre Tax Profit
	33216
	22001

	After Tax Profit
	19219
	15028

	EPS Rs.
	9.03
	7.06

	Break up Value per Share
	79
	84

	Number of Branches
	1424
	1377


[image: image3.png]Non Mark-up / Interest Income

Pre-tax Profit
51% up

Administrative Expenses

42,120

39,967

2014 2015





[image: image4.png]Earnings per Share (Rs.)

After-tax Profit
28% up . 9.03

s

Cost-to-Income





[image: image5.png]Dividend per Share (Rs.)

Net Mark-up / Interest Income

17% up

Advances”

28064 o162





[image: image6.png]NPL Coverage

Total Assets
11% up

1,543,054 1,706,361 Investments*

579,282
2014





[image: image7.png]D . Return on Assets
eposits - After tax

16% up

Capital Adequacy Ratio

7.6%
nav | 17

2014 2015





[image: image8.png]Return on Equity
- After tax

19% up

14.3%

2014

Total Branches

Islamic Branches





Figure 3.2 Business Volume
Analysis of business comparison during the year 2015 in comparison with 2014 shows an increase in total assets and deposits within enhanced net investment while decreasing advances. Capital and reserves have also increased with handsome increase in pre tax and post tax profits. Earning per share has also increased.
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Figure 3.3 Bank Assets

During 2nd and 4th quarters of the years, Bank’s business remained on high side on account of cash crops of wheat and cotton maturity at that time. Accrued Interest / mark has also been charged on half yearly closings so a rise is seen there.

3.1.4 DuPont Analysis
As per DuPont analysis, Bank’s net operating margin has increased over the same of period 2013 to 2015 However improvements in net operating margin is mainly due to higher net cost spreads and lower ratio of cost to income. Efficiency of using assets was dropped in 2013 while the same got improved in the year 2015. Owing to base on deposits, as deposit is increasing, Bank’s other operations are also increasing correspondingly.
Table 3.2 DuPont analysis
	Dupont Analysis

	Indicator
	2010
	2011
	2012
	2013
	2014
	2015

	Net Operating Margin
	28.9%
	26.6%
	22.1%
	8.6%
	19.7%
	21.7%

	Asset Utilization
	6.1%
	6.0%
	5.5%
	4.8%
	5.2%
	5.5%

	Return on Assets
	1.8%
	1.6%
	1.2%
	0.4%
	1.0%
	1.2%

	ROE
	17.7%
	16.4%
	13.9%
	5.4%
	14.2%
	16.9%

	Leverage Ratio / Equvi. Multiplier 
	10.0%
	10.2%
	11.4%
	13.0%
	13.8%
	14.3%


3.1.5 Number of Employees
Employees in NBP can be categories in following three broad categories:-

1. Permanent

2. Temporary / contractual

3. Out sourced 

4. Consultants (top management for time being)
Table 3.3 Number of Employees
	Year / Description
	2015
	2014

	Numbers of employees
	15548
	16190


 Grade wise categories of employees along with tentative postings are as under:-

· SEVP (Senior Executive Vice President) / Group Head

· EVP (Executive Vice President) / Group Head or Divisional Head

· SVP (Senior Vice President) / Departmental Head / Area Chiefs / Circle Head

· VP ( Vice President ) / Unit Heads / Area Chiefs / Chief Managers / Managers

· AVP  (Assistant Vice President ) / Managers / Unit Incharge / Operation Managers

· OG-I, II, III (Officer Grade-I, II, III) various operational seats.

· Clerical Staff

· Non Clerical Staff
· Godown Keepers
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Figure 3.4 Number of Employees
4 Product lines

4.1.1  Deposits

The National Bank of Pakistan offers to their clients a variety of Deposit Schemes with personalized services at competitive rates of interest. Any Pakistani citizen can open his/her account for any deposit scheme at any of its Branches strategically located throughout Pakistan. The Bank with its huge network of 1243 branches garners savings from both the rich and the poor in urban as they as rural areas. Even a poor farmer in a remote village, with his meager annual income, feels secure to safe keep his minuscule savings in National Bank of Pakistan, Because National Bank of Pakistan has a long heritage of trust and professional commitment.
a) Current Deposits

These are payable to the customer whenever they are demanded. When a banker accepts a demand deposit, he incurs the obligation of paying all cheques etc. drawn against him to the extent of the balance in the account. Because of their nature, these deposits are treated as current liabilities by the banks. Bankers in Pakistan do not allow nay profit on these deposits, and customers are required to maintain a minimum balance, failing which incidental charges are deducted from such accounts. This is because Current Deposits may be withdrawn by the depositors at any time, and as such the bank is not entirely free to employ such deposits. Current Accounts/ Basic Banking accounts are opened, on proper introduction and submission of required documents along with initial deposit prescribed from time to time. Basic banking accounts are opened for an individual’s (single or joint) only whereas current accounts are opened for individuals (single or joint) Charitable institution, provident and other funds of benevolent nature of local bodies, autonomous corporations, companies, associations, educational institutions, firms etc. and in all other cases where the accounts are to opened under the order of a competent court of law. No profit is paid on the balances of current/basic banking accounts. The bank is authorized to deduct service charges (incidental charges) on current accounts levied through its half yearly schedule of charges, in case the average balance falls below the minimum balance as prescribed by the bank. No balance maintenance condition is applied on basic banking account.
b) PLS Saving Deposits

In Pakistan a Savings Deposits Account can be opened with a very small amount of money, and the depositor is issued a cheque book for withdrawals. Profit is paid at a flexible rate calculated on six monthly basis under the Interest Free Banking System. There is no restriction on the withdrawals from the deposit accounts but the amount of money withdraw is deleted from the amount to be taken for calculation of products for assessment of profit to be paid to the account holder. It discourages unnecessary withdrawals from the deposits. In order to popularize the scheme the SBP has allowed the Savings Scheme for school and college students and industrial lab there also. The purpose of these accounts is to inculcate the habit of savings in the constituents. As such, the initial deposits required for opening these accounts are very nominal. NBP charge Rs.500 for opening of PLS Savings deposits. 

The silent features of profit and loss sharing and saving accounts of NBP are as fallows


1. These accounts can be opened by individuals in their own single or joint name. The PLS savings account can also be opened for provident fund or other benevolent funds of companies, firms, organizations, NGO’s and educational institutions.

2. PLS saving account can be opened with a minimum amount of Rs.500/- only

3. To share in the profit a minimum balance of Rs.500/- must be maintained in the account. The minimum balance on sixth and last of month will qualify for the profits. The profits will be calculated on the basis of monthly minimum balance for the periods of six months i.e. from January to June and July to December

4. The head office of NBP determines the profit or loss on PLS saving deposits and advice its branches the rate and time of distribution of these profits.

5. There shall be no restrictions on maintaining the maximum balance in PLS saving account.

6. On the first day of Ramzan each year the Zakat at the rate of 2.5% will be deducted from these deposits on the balance of that day. But if depositors affix an affidavit of Zakat deduction along with account opening form or he is a non-Muslim, no Zakat will be deducted from his account. 

c) Fixed Deposit Account (Time Deposits)

The deposits that can be withdrawn after a specified period of time are referred to as Fixed or Term Deposits. The period for which these deposits are kept by the bank ordinarily varies from three months to five years in accordance with the agreement made between the customer and the banker. Profit/Return is paid to the depositors on all fixed or Time deposits, and the rate of profit/Return varies with the duration for which the amount is kept with the banker. By lending out or investing these funds, the bank earns more than the Profit/Return that it has to pay on them to the depositors.  By giving an advance notice to the bank the deposit can be withdraw from the bank before the expiry of the period. Fixed deposit accounts have higher rate of interest as compare to other accounts. The rate of interest rises with the length of period and the amount of deposit. The bank grants to the depositor a fix deposit (FDR) which is not transferable to any other person. The silent features of fixed deposit account of NBP are as fallows
1. The PLS term deposit are opened for individuals in their own single or joint names, companies firms and other organizations.

2. The PLS term deposit receipt are issued for any amount. There is minimum or maximum limit or deposits in a single term deposit account.

3. PLS term depositors may be allowed some facilities against the security of these receipt credits, after making “Lien” on the relevant receipt and subject to recovery of service charges.

4. Under term deposit scheme the depositors not cease to earn the profit immediately, after the respective maturity date.

d) Foreign Currency Account

Government of Pakistan has introduced many important reforms in Foreign Exchange Control in the country since February, 1990, for the purpose of strengthening the Foreign Exchange Reserves. One of these reforms relates to foreign currency accounts, which can be opened in United States Dollars, Pound Sterling, Euro and Japanese Yen in any of the authorized branches of commercial banks throughout the country.  Foreign currency accounts are opened, on proper introduction and submission of required documents along with an initial deposit prescribed from time to time. Rates of return on foreign currency deposits are subject to fluctuation as determined in accordance with State Bank of Pakistan directives and will be paid on six monthly basis whereas the return on term deposit/SNTD will be paid on maturity or as prescribed by SBP. The bank shall have no responsibility for or liability to the account holders for any diminution due to taxes imposed or depreciation in the value of funds credited to the account whether due to devaluation or fluctuation in the exchange rate or otherwise. 
e) NBP Premium Aamdani

NBP Premium aamdani is a retail product of the bank. The amount of investment required for this account is Rs. 20,000/-to Rs. 5,000,000.The investment period is 5 years. Zakat and withholding tax will be deducted as per rules. In NBP premium aamdani, the account holders have benefit of free demand draft, pay order; free cheque book and NBP cash card (ATM+Debit). The Financing facility is available up to 90% of the deposit value.  Profit paid every period as follows:
Table 4.1 Profit Rates
	Period
	Profit Rates

	1st year
	7.50%

	2nd years 
	8.50%

	3rd years 
	9.50%

	4th years
	10.50%

	5th years 
	11% 


f) NBP Premium Saver

NBP Premium saver is a retail product of the bank. The minimum saving balance of Rs. 20,001 and a maximum balance of Rs. 300,000 are required for opening a premium saver account. Two debit withdrawals allowed in a month and no limit on number of deposit transactions. The profit is calculated monthly and Paid on half yearly basis. Free NBP Cash Card (ATM + Debit) facility is available to account holder.
g) National Income Daily Account (NIDA)

The scheme of National income daily account was launched in December 1995 to attract corporate customers.  It is a current account scheme and is part of the profit and loss system of accounts in operation throughout the country. Deposits in the NIDA accepted on the condition that the depositor shall always maintain a minimum balance as prescribed by the bank in his account. In the event However, that any depositor wishes to withdraw the amount and the balance in his account is less than the required amount, the account will be converted to the ordinary PLS SB account for the purpose of calculating profit. An example of how the NIDA accounts are maintained is shown on the next page.
Rates on National income daily account

· From Rs 2/- million to Rs 50/- the rate is 1.4%.

· From Rs50/- million but less than Rs 500/-million, the rate is 1.5%.

· From Rs 500/- million but below Rs 1000/- the rate is 1.6%.

· From Rs 1000/- and above the rate is 1.75%.

Salient Features

· Rs 2-million is required to open an account and there is no maximum limit.

· Profit is paid on half yearly basis on monthly balances.

· The rates of profit vary according to the slabs of deposit. On Deposits of Rs.2 million to 2,000 million, the rate fluctuates from 1.4 to 1.75

· It is a checking account and there is no limit of withdrawals.

4.1.2 Advances

National Bank of Pakistan plays a pivotal role in translating the government's development plans in terms of growth in industrial, commercial and agricultural sectors in Pakistan. Accordingly the Bank has formulated its Credit Policy under the guidelines of SBP-the Central Bank of Pakistan.
a) NBP Saibaan

The NBP Saibaan is retail product of the bank. It has different product items which are home purchase, home construction, home renovation and purchase of land plus construction. If anyone has a Home Finance Facility outstanding with another bank he can have it transferred to NBP through a hassle-free process. A brief description of these products is as fallows
Table 4.2 NBP Saibaan
	TYPE OF ADVANCE
	 
	 
	Financing Amount
	Financing Period
	Debt to equity Ratio

	Home Purchase (House or Apartment)
	Rs. 35 Million
	3 to 20 years
	85:15 (maximum)

	Home Construction
	 
	 
	Rs. 35 Million
	3 to 20 years
	85:15 (maximum)

	Home Renovation
	
	
	Rs. 15 Million
	3 to 15 years
	80:20 (maximum)

	Purchase of land Plus Construction
	Rs.35 Million
	3 to 20 years
	80:20 (maximum)


b) NBP Advance Salary

The NBP Advance salary has been the flag-ship product for NBP. NBP Advance Salary, the leading personal loan product of the country, is maintaining its inimitability ever since it was launched. This was only possible due to its swift growth and remarkable loan disbursement of over 118 billion. You can avail up to 20 net take home salaries with easy repayment installments. Its hassle free acquisition with no prior formalities and easy availability in a short turn around time is attributed as the most distinguishing features of the product. The product is offered countrywide. The terms and conditions of NBP Advance salary is shown on next page:
Terms & Conditions

	Eligibility
	Permanent Employees of Govt., Semi-Govt., Autonomous, Semi Autonomous, Local & other bodies who are maintaining their Salary A/Cs at NBP. 

	Repayment
	Direct deduction from Salary A/C

	Maximum Loan Amount
	Rs. 490,000/-

	Security
	Employer will provide undertaking that borrower’s Salary and end of service benefits will route through his/her Salary A/C maintained at NBP during the tenure of the loan and his/her end of service benefits are at least equal to the amount of Advance Salary required.

Hypothecation of Consumer durables owned by the borrower.

Three (3) Undated Cheques 

	Max. Repayment Period
	5 years (60 months)

	Advance in terms of # of net take home salaries
	Up to 20 net take home salaries

	Markup Rate
	15 % 
(Based on diminishing balance method)

	Processing Fee
	1% of Loan Amount

	Verification Charges
	Rs 500/-

	Life Insurance
	No Insurance of any kind.

	Documentation Charges
	at actual

	Contact
	Their Salary disbursing NBP Branch.

	Remaining Service Age
	At the time of approval and disbursement the applicant’s remaining service age should be 6 months after maturity of the loan

	Debt Burden
	50% 

	Minimum net take home salary 
	no minimum take home requirement 


c) NBP Cash & Gold

 With NBP’s Cash & Gold, the customers meet their need for ready cash against their idle gold jewelry. The rate of markup is 13% p.a. This product has following features

· Facility of Rs. 7,000 against each 10 grams of net contents of gold

· No maximum limits of cash

· Repayment after one year

· Only gold ornaments acceptable

· t and quality of gold to be determined by NBP's appointed schroffs

· No penalty for early repayment
d) Students Loan Scheme

 Pursuant to the announcement made by the Federal Finance Minister in his 2001-2002 budget speech, a Student Loan Scheme (SLS) for Education was launched by the Government of Pakistan in collaboration with major commercial banks of Pakistan (NBP, HBL, UBL, MCB and ABL). Under the Scheme, financial assistance is provided by way of Interest Free Loans to the meritorious students who have financial constraints for pursuing their studies in Scientific, Technical and Professional education within Pakistan. The Scheme is being administered by a high powered ared committee comprising Deputy Governor, State Bank of Pakistan, Presidents of the commercial banks and representative of Ministry of Finance, Government of Pakistan. 
e) NBP Karobar- President’s Rozgar Scheme

The solution of Pakistan’s major socio-economic problems primarily lies in the development and growth of small & micro businesses. These will not only provide employment opportunities to ever-growing population demand but will also become the catalyst for breaking the vicious circle of poverty. In this regard, NBP has developed a full range of Products under the President’s Rozgar Scheme with a brand name of “NBP KAROBAR”. The scheme will be offered to eligible young and literate citizens of Pakistan, falling within an age group of 18-40 years having a minimum qualification of Matriculation (except for females in the PCO/Tele-center product). The eligible borrowers will be required to make a down payment of 15%. Asset and Life & Disability insurances will be mandatory under this scheme. The 15% down payment will include 1st year’s asset insurance premium. However, the cost of life and disability insurance will be borne by GOP. The mark-up rate for the 1st year will be 12% and for the subsequent years it will be 1 year KIBOR + 2%. Fifty percent (50%) of this rate will be paid by the customer i.e. 6% and the balance of 6% will be borne by GOP. Additionally, first 10% of the losses under the scheme will be taken-up by GOP. Initially, under the President’s Rozgar scheme, NBP will offer following products:
a) NBP Karobar Utility Store (under a Franchise with Utility Stores Corporation) 

b) NBP Karobar Mobile General Store (without USC Franchise) 

c) NBP Karobar Transport 

d) NBP Karobar PCO 

e) NBP Karobar Tele-center
a) NBP Karobar Utility Store

The product has been designed in collaboration with “UTILITY STORES CORPORATION OF PAKISTAN (USC)” to provide financing facility of an average amount of Rs.100, 000/- for a maximum period of five years with grace period of three months. This is available to all eligible citizens of Pakistan for setting-up small-scale Retail Outlet or Mobile Utility Store. The USC will give its franchise to qualifying Pakistani citizens. Following two financing options are available under this product:
1. NBP KAROBAR Utility Store (Shop)

The Financing facility is available to set-up a small scale Retail Outlet (Utility Store in a shop) for purchase of furniture & fixtures. This is also applicable on payment of security deposit / advance rent under franchise from the USC. However, stocks will be purchased by the customer.
2. NBP KAROBAR Mobile Utility Store

Financing facility available to purchase a 2/3 wheeler, 4 stroke Petrol/CNG/LPG Vehicle (Auto Scooter / Motorcycle Rickshaw) with attached Loader body (Thehla type) under franchise from the USC to carry utility goods for retail sale ideally in areas where accessibility to conventional utility stores is difficult.
b) NBP Karobar Mobile General Store (without USC Franchise)

This financing program has been designed on the similar pattern of Mobile Utility Store. The only difference is that the borrower will have the liberty of procuring stock/supplies/grocery items from open market. Under this product the average loan size of Rs.100, 000/- will be given for a maximum period of five years with a grace period of three months.
c) NBP Karobar Transport

The NBP Karobar Transport is designed to finance 2/3 wheeler, 4 stroke Petrol/CNG/LPG Vehicle (Auto Scooter / Motorcycle Rickshaw) to the eligible citizens of Pakistan for providing less expensive environment friendly transport facility. Under this product average loan size of Rs.100, 000/- will be provided for a maximum period of five years with a grace period of three months.
d) NBP Karobar PCO

This product is designed to finance setting-up a PCO. NBP will be providing financing for the purchase of Mobile/Wireless Telephone Set with connection, Credit Balance. The average amount of financing under this product will be Rs.5, 000/- for a maximum period of two years with a grace period of three months.
e) NBP Karobar Tele-center

This product is specially designed to finance setting-up a Tele-center. NBP will be providing financing for the purchase of Mobile/Wireless Telephone Set with connection, Computer, Printer and Fax machine cum Photocopier etc. to establish tele-center on a rented shop or owned premises. The average amount of financing under this product will be Rs.50, 000/- for a maximum period of two years with a grace period of three months.

4.1.3 Corporate Advances
a) Cash Finance

This is a very common form of borrowing by commercial and industrial concerns and is made available either against pledge or hypothecation of goods, produce or merchandise. In cash finance, a borrower is allowed to borrow money from the banker up to a certain limit, either at once or as and when required. The borrower prefers this form of lending due to the facility of paying markup/services charges only on the amount he actually utilizes. If the borrower does not utilize the full limit, the banker has to lose return on the un-utilized amount. In order to offset this loss, the banker may provide for a suitable clause in the cash finance agreement, according to which the borrower has to pay markup/service charges on at least on self or one quarter of the amount of cash finance limit allowed to him even when he does not utilize that amount.
b) Running Finance/ Overdraft

This is the most common form of bank lending. When a borrower requires temporary accommodation his banker allows withdrawals on his account in excess of the balance which the borrowing customer has in credit, and an overdraft thus occurs. This accommodation is generally allowed against collateral securities. When it is against collateral securities it is called “Secured Overdraft” and when the borrowing customer cannot offer any collateral security except his personal security, the accommodation is called a “Clean Overdraft”. The borrowing customer is in an advantageous position in an overdraft, because he has to pay service charges only on the balance outstanding against him. The main difference between a cash finance and overdraft lies in the fact that cash finance is a bank finance used for long term by commercial and industrial concern on regular basis, while an overdraft is a temporary accommodation occasionally resorted to. 
c) Demand Finance

When a customer borrows from a banker a fixed amount repayable either in periodic installments or in lump sum at a fixed future time, it is called a “loan”. When bankers allow loans to their customers against collateral securities they are called “secured loans” and when no collateral security is taken they are called “clean loans”.
The amount of loan is placed at the borrower’s disposal in lump sum for the period agreed upon, and the borrowing customer has to pay interest on the entire amount. Thus the borrower gets a fixed amount of money for his use, while the banker feels satisfied in lending money in fixed amounts for definite short periods against a satisfactory security.

4.1.4 Remittances

a) Demand Drafts

Drafts drawn by one branch on another branch or on the Head Office of same bank or vice versa, are not cheques or bills, as these have no distinct drawer and drawee. Section 85-A reads:
“ Where any draft, that is, an order to pay money, drawn by one office of bank upon another office of the same bank for a sum of money payable to order on demand, purports to be issued by or on behalf of the payee, the bank is discharged by payment in due otherwise”.
Banker’s drafts payable to order on demand are within the protection of Sections 10 and 131-A of the Negotiable Instruments Act. However, if a demand draft drawn on a bank by its own branch bears a forged endorsement, the person in possession of it cannot compel that bank to pay it. As far as possible the banker’s draft should be crossed and it should never be drawn payable to bearer.
When a person requires a draft he should be asked to complete the prescribed application form in which he should state the amount of the draft, the name of the payee, and the place of payment. This application form should be signed by the purchaser or by those persons who have been duly authorized to act on his behalf. When a customer requests his banker to provide him with a banker’s draft, the amount of which is to be debited to his account, he should enclose with his written request a cheque covering the amount of the required draft and other charges etc. payable to banker. 
The National Bank of Pakistan provides demand drafts at very reasonable rates with safety, speedy and reliable way to transfer money. Any person whether an account holder of the bank or not, can purchase a Demand Draft form a bank. 
b) Travelers Cheques

They are generally issued for the convenience of person travelling abroad, but some Pakistani banks issue them in Pakistan currency also for use within the country as they. Before issuing, the bankers receive an amount equal to the face value of the cheques, and also charge a small commission. The travelers’ cheques are for fixed amount and are treated as Order cheques payable only to the purchaser whose specimen signature appears on each traveler’s cheque itself. Foreign currency travelers cheques are issued and en-cashed in accordance with the provisions of the Exchange Control Regulation Act, 1947. While making payment, the paying banker must insist that the holder signs in his presence. 
The National Bank of Pakistan provides their services for traveler’s cheque at very reasonable and competitive rates. It has following features
Table 4.3 Feature of Traveler’s Cheque
	Negotiability
	 Pak Rupees Traveler’s Cheques are a negotiable instrument
	 

	Validity
	 
	 There is no restriction on the period of validity 
	 
	 

	Availability
	 At 700 branches of NBP all over the country 
	 
	 

	Encashment 
	 At all 400 branches of NBP 
	
	
	
	 

	Limitation 
	 No limit on purchase 
	 
	 
	 
	 

	Safety   
	 NBP Traveler’s Cheques are the safest way to carry their money 


c) Letter Of Credit 

Letters of credit are very useful instruments in facilitating commercial relations between businessmen at various places. Letter of credit state the limit of the credit and the time during which it is held at the disposal of the grantee, but they are neither negotiable nor transferable. Letter of credit may be revocable. There are many kinds of letter of credit such as Revolving credit, Back to Back credit etc.  NBP is committed to offering its business customers the widest range of options in the area of money transfer.  If you are a commercial enterprise then their Letter of Credit service is just what you are looking for. With competitive rates, security, and ease of transaction, NBP Letters of Credit are the best way to do their business transactions.

d) Foreign Remittances 

To facilitate its customers in the area of Home Remittances, National Bank of Pakistan has taken a number of measures to:
· Increase home remittances through the banking system.

· Meet the SBP directives/instructions for timely and prompt delivery of remittances to the beneficiaries. 

The new features of NBP foreign remittances include:

· The existing system of home remittances has been revised/significantly improved and they-trained field functionaries are posted to provide efficient and reliable home remittance services to nonresident Pakistanis at 15 overseas branches of the Bank besides United National Bank (the joint venture between NBP and UBL in UK)., and Bank Al-Jazira, Saudi Arabia. 

· Zero Tariffs: NBP is providing home remittance services without any charges.

· Strict monitoring of the system is done to ensure the highest possible security.

· Special courier services are hired for expeditious delivery of home remittances to the beneficiaries.
e) Swift System

The SWIFT system (Society for Worldwide Inter bank Financial Telecommunication) has been introduced for speedy services in the area of home remittances.  The system has built-in features of computerized test keys, which eliminates the manual application of tests that often cause delay in the payment of home remittances. The SWIFT Center is operational at National Bank of Pakistan with a universal access number NBP-PKKA. All NBP overseas branches and overseas correspondents (over 450) are drawing remittances through SWIFT. Using the NBP network of branches, they can safely and speedily transfer money for their business and personal needs.

f) Mail Transfer

A Mail Transfer is a form of remittance in which the amount remitted by a customer or a non-customer is directly credited to the account of the beneficiary with another branch. Move their money safely and quickly using NBP Mail Transfer service.  And NBP also offer the most competitive rates in the market. They charges Rs 50/- exchange rate and RS 75/- postage charges on issuing mail transfer. When the money is not required immediately, the remittances can also be made by mail transfer (MT). Here the selling office of the bank sends instructions in writing by mail to the paying bank for the payment of a specified amount of money. Debiting to the buyer’s account at the selling office and crediting to the recipient’s account at the paying bank make the payment under this transfer. NBP taxes mail charges from the applicant where no excise duty is charged. Postage charges on mail transfer are actual minimum Rs. 40/- if sent by registered post locally Rs.40/- if sent by registered post inland on party’s request.
g) Telegraphic Transfer

Telegraphic Transfer is a form of remittance, which is advised by telegram, telex or fax machines. The fundamental principles of such transfer are otherwise identical with the Mail Transfer. It is the message, which is sent from one branch to another on the order of payer to payee through wire.  It is one of the quickest means to transfer fund through the use of telex/fax/internet or cable.  Payment to the beneficiary is affected directly by the drathey office upon identification or through credit into beneficiary’s bank account.  As such remitting office is not required to issue any instrument payment to the remitter for delivery to the beneficiary.
h) Pay Order

NBP provides another reason to transfer their money using their facilities.  NBP pay orders are a secure and easy way to move their money from one place to another.  And, as usual, NBP charges for this service are extremely competitive. The charges of NBP are very low all over the Pakistan. It charges Rs 50/- for NBP account holders on issuing one payment order, and charges Rs 100/- for NBP non-account holders on issuing one payment order. It charges Rs 25/- for students on payment of fees of educational institutions. If some one want a duplicate of payment order they charges Rs 100/- for NBP account holders and Rs 150/- for non account holders.

4.1.5 Miscellaneous

a) Lockers

National of Pakistan also provides lockers facility in the country. The lockers issued only to the depositors. No lockers are issued to any unknown person. The dual control system is used for lockers. The officer has master key to apply on the locker but he cannot open the locker of any person. The locker holder provides the bank has specimen signature. Whenever the locker holders come to open the locker, his signatures are verified by the officer and then will be able to open his locker. If the key of the locker is lost company providing these lockers breaks the locker and new lock is fitted in its locker and lock is destroyed in the presence of the locker holder and bank charges RS 1200 for that. In case the locker holder dies, the ctheirt opens his locker in the presence of his heir as mentioned in his will or and his belongings are given to them and the locker is closed.
b) NBP Cash Card

NBP Cash Card is a 24-htheir direct access ATM/Debit card to their bank account, which lets you pay directly from their account as an alternative payment method to cash. The transaction is authorized and processed by entering PIN. The NBP Cash Card holders are able to transact at any of the 4000 + Merchants where Orix logo is displayed and can withdraw cash from NBP, 1-Link & M-NET ATM’s across the country. The followings are the main features of this product:

· You won't need to carry a lot of cash with you every time you go out.

· Secure and Safe transaction.

· Account Information on tips (like: Mini Statement, Balance Inquiry, Utility Bill Payment etc.)

· Enable To Withdraw Cash From 1-Link ATMs / MNET ATMs. 

· Enable to Make Purchases from Around 4000 POS (Merchants) Countrywide including 2500+ POS in Karachi.

· No Card Issuance Fee for first 12 Months
c) International Banking

National Bank of Pakistan is at the forefront of international banking in Pakistan which is proven by the fact that NBP has its branches in all of the major financial capitals of the world.  Additionally, the Bank has recently set up the Financial Institution Wing, which is placed under the Risk Management Group.  The role of the Financial Institution Wing is:-

· To effectively manage NBP's exposure to foreign and domestic correspondence

· Manage the monetary aspect of NBP's relationship with the correspondents to support trade, treasury and other key business areas, thereby contributing to the bank's profitability

· Generation of incremental trade-finance business and revenues
Various online advertisements
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5 Banking & Finance

5.1 Organization Structure
Figure 5.1 Organization Structure
5.1.1 Organogram of the Organization
a. Branch

A they-developed and properly coordinate structure is an important requirement for the success of any organization. It provides the basic framework within which functions and procedures are performed. Any organization needs a structure, which provides a framework for successful operations. The operation of an organization involves a number of activities, which are related to decision making, and communication of these decisions. These activities must be they coordinated so that the goals of the organization are achieved successfully.

The Organization Structure shows the internal operations and reporting lines of the National Bank of Pakistan. The bank has clearly defined organizational structure, which supports clear lines of communications and reporting relationships. There exists a properly defined financial and administrative powers of various committees and key management personnel, which supports delegations of authority and accountability.
The internal operations of the Bank are organized into 15 main departments and divisions headed by senior management of the bank and are report directly to the Board of Directors. The organizational structure of National Bank of Pakistan is centralized because all the decisions of the bank are taken by the top Management. The National Bank of Pakistan’s Departmental key roles and functions are as follows:

b. Board of Directors

 Pursuant to Section 11 of The Banks’ (Nationalization) Act, 1974, the number of Directors of the Bank shall not be less than 5 and not more than 7, excluding the President. The Federal Government may, if deems necessary, appoint a Chairman of the Board in respect of the Bank. At present National Bank of Pakistan’s Board of Directors consist of 6 Directors and a President who is the Chief Executive of the Bank and presides over the meetings of the Board. The responsibilities of Directors include the followings:

1. The Board of Directors shall assume its role independent of the influence of the Management and should know its responsibilities and powers in clear terms. it should be ensured that the Board of Directors focus on policy making and general direction, oversight and supervision of the affairs and business of the Bank and does not play any role in the day-to-day operations, as that is the role of the Management.  

2. The Board shall approve and monitor the objectives, strategies and overall business plans of the institution and shall oversee that the affairs of the institution are carried out prudently within the framework of existing laws & regulations and high business ethics. 

3. All the members of the Board should undertake and fulfill their duties & responsibilities keeping in view their legal obligations under all the applicable laws and regulations.

4. The Board shall clearly define the authorities and key responsibilities of both the Directors and the Senior Management without delegating its policy-making powers to the Management and shall ensure that the Management is in the hands of qualified personnel.

5. The Board shall approve and ensure implementation of policies, including but not limited to, in areas of Risk Management, Credit, Treasury & Investment, Internal Control System and Audit, IT Security, Human Resource, Expenditure, Accounting & Disclosure, and any other operational area which the Board may deem appropriate from time to time. The Board shall also be responsible to review and update policies periodically and whenever circumstances justify.

6. As regards Internal Audit or Internal Control, a separate department shall be created which shall be manned preferably by professionals responsible to conduct audit of the Bank, Various Divisions, Offices, and Units Branches etc. The Head of this department will report directly to the BOD or Board Committee on Internal Audit.  

7. The business conditions and markets are ever changing and so are their requirements. The Board, therefore, is required to ensure existence of an effective ‘Management Information system’ to remain fully informed of the activities, operating performance and financial condition of the institution, the environment in which it operates, the various risks it is exposed to and to evaluate performance of the Management at regular intervals.

8. The Board should meet frequently (preferably on monthly basis, but in any event, not less than once every quarter) and the individual directors of an institution should attend at least half of the meetings held in a financial year. The Board should ensure that it receives sufficient information from Management on the agenda items they in advance of each meeting to enable it to effectively participate in and contribute to each meeting.

9. The Board should carry out its responsibilities in such a way that the external auditors and supervisors can see and form judgment on the quality of Board’s work and its contributions through proper and detailed minutes of the deliberations held and decisions taken during the Board meetings. 

10. To share the load of activities, the Board may form specialized committees with they-defined objectives, authorities and tenure. These committees, preferably comprising of ‘Non- Executive’ Board members, shall oversee areas like audit, risk management, credit, recruitment, compensation etc. these committees of the Board should neither indulge in day-to-day affairs/operations of the bank and enjoy any credit approval authority for transaction/limits. These committees should apprise the Board of their activities and achievements on regular basis.

11. The Board should ensure that it receives management letter from the external auditors without delay. It should also be ensured that appropriate action is taken in consultation with the Audit Committee of the Board to deal with control or other weaknesses identified in the management letter. A copy of that letter should be submitted to the State Bank of Pakistan so that it can monitor follow-up actions.

The Following table mentioned the names & designation of Board of Directors of National Bank of Pakistan:

c. Senior Management

The senior management of National Bank of Pakistan is consists of Group chiefs, who report directly to the Directors of Bank. The whole functions of National Bank of Pakistan are performed under these Groups. The National Bank of Pakistan has following groups and divisions:

· Corporate and investment Banking Group

· Operations Group

· Credit Management Group

· Audit & Inspection Group

· Compliance Group

· HRM & Administration Group

· Commercial & Retail Banking Group

· Treasury Management Group

· Special Assets Management Group

· Employees benefit & Disbursements Group

· Overseas & Coordination Group

· Islamic Banking

· Core Banking Application, PMO

· Financial Control Division

· Information Technology Group

5.1.2 Organogram of Branch
A they-developed and properly coordinate structure is an important requirement for the success of any organization. It provides the basic framework within which functions and procedures are performed. Any organization needs a structure, which provides a framework for successful operations. The operation of an organization involves a number of activities, which are related to decision making, and communication of these decisions. These activities must be they coordinated so that the goals of the organization are achieved successfully.
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Figure 5.2 Organogram of Branch
The organization chart & Organogram of National Bank of Pakistan Multan Branch is shown.  This chart defines the line of authority in the branch and its departments. It is a sort of visual presentation of the organizational structure. It specifies the duties and responsibilities of the personnel or staff of the branch. The purpose of an organizational structure is to help in creating an environment for human performance. Although the structure must define the task to be done, the rules so established must also be designed in the light of abilities and motivation of the human Resource available. By analyzing the organization structure of the branch following elements can be found in the structure.

a) Centralized Decision Making

The Branch Manager of National Bank of Pakistan is responsible for all the affairs of the Bank. All the decisions relating to Branch are made by him and the subordinates have to obey these decisions. All the employees of the Bank are report directly to the Branch Manager. The branch has two operation Managers. Operation Manager I controls Clearing house & Remittance Department and Operation Manager II controls Deposits, Advance & Branch accounts department. Both of them are report directly to the Manager regarding affairs of their departments.  The Chief Accountant controls Accounts department & is report directly to branch Manager. The branch also has two cashiers responsible for cash & Pension disbursement department reports directly to branch Manger. The BBO (Branch Back Office System) Operator controls computer department of the branch and is report directly to Operation Manager I and Branch Manager.

b) Downward Communication

Communication is the process by which information is exchanged and understood by two or more people, usually with the interest to motivate or influence the behavior of others in the organization. Downward communication is the message and information sent from top management to subordinates in a downward direction. The same pattern is followed at National Bank of Pakistan Multan Branch, the Manager of the branch sent orders, information & messages to following subordinates

· Operation Manager I

· Operation Manager II

· BBO ( Branch Back Office System) Operator

· Chief Accountant

· Cashier I

· Cashier II

· Clerk I

· Clerk II

· Non Clerical Staff

c) Chain of Command

The chain of command is an unbroken line of authority that links all persons in an organization and shows who reports to whom. By analyzing the organizational structure of the National Bank of Pakistan Multan branch it can be found that there is a scalar principle followed with in the branch because each and every employee of the branch knows to whom they can report. The authority and responsibility for different tasks and duties are different, as they as every one knows the successive levels of management all the way to the top.

d) Authority and Responsibility

The chain of command illustrates the authority structure of National Bank of Pakistan Multan Branch. Authority is the formal and legitimate right of the manger to make decisions, issues orders and allocates resources to achieve organizational desired outcomes. By analyzing the chain of command of NBP, one can come to the conclusion that, as there is scalar pattern followed at the organizational setup of NBP, therefore it is implied that everyone in his position knows that what is one’s authority and what is the responsibility and  the  authority it allocated.
e) Delegation

Delegation is the process, which managers use to transfer the authority and responsibility to position below in the hierarchy. Most organizations today encourage managers to delegate authority to the lowest possible level to provide maximum flexibility to meet customer needs and adapts to the environment. At National Bank of Pakistan Multan branch Operation Managers have some authority & responsibility relating to affairs of the Branch.

5.2 Review of Various Departments

5.2.1 Commercial & Retail Banking

Commercial Retail Banking Group (CRBG) manages the two sides of the balance sheet, i.e. deposits and commercial, SME consumer and agricultural advances. The Group primarily covers three broad business areas: distribution, product development & management and transaction banking. The lifeline of any bank is the generation and retention of  deposits, which within NBP is led by the Group through various products. On the assets side, the group offers various products which include commercial financing, SME financing, agriculture financing, consumer financing & commodity financing. In consumer financing, the Bank offers  “NBP Advance Salary” (personal loan product), “NBP  Saibaan” (mortgage finance facility) and “Cash & Gold”  (personal financing against gold and liquid securities). Despite challenging economic conditions, led by lacklustre private sector credit off-take and continuous reduction in the policy rate during 2015, the Group was able to achieve major  milestones. Some key highlights include growth in deposits, reduction in the cost of funds and improvement in the deposit mix.

During the year 2015, a major restructuring exercise within the Group was undertaken and implemented to ensure better  customer focus and performance optimization. Key highlights of this are:

– As regards to branch and ATM network expansion, 49 new branches they are opened while 60 branches they are  converted to Islamic banking and 500 plus ATMs they are also installed.

– On the product side, the Group successfully launched and repackaged (existing) products during the year.  This includes “Choice Current Account” for individuals & businesses, and introduction of the new 

5.2.2 Groups’ Performance Review

Commercial Retail Banking Group (CRBG) manages the two sides of the balance sheet, i.e. deposits and commercial, SME consumer and agricultural advances. The Group primarily covers three broad business areas: distribution, product development & management and transaction banking.

The lifeline of any bank is the generation and retention of deposits, which within NBP is led by the Group through  various products. On the assets side, the group offers various 

products which include commercial financing, SME financing, agriculture financing, consumer financing & commodity financing. In consumer financing, the Bank offers 

“NBP Advance Salary” (personal loan product), “NBP Saibaan” (mortgage finance facility) and “Cash & Gold” (personal financing against gold and liquid securities). 

Despite challenging economic conditions, led by lackluster private sector credit off-take and continuous reduction in the policy rate during 2015, the Group was able to achieve major milestones. Some key highlights include growth in deposits, reduction in the cost of funds and improvement in the deposit mix.

During the year 2015, a major restructuring exercise within the Group was undertaken and implemented to ensure better customer focus and performance optimization. Key highlights of this are:

– As regards to branch and ATM network expansion, 49 new branches they are opened while 60 branches they are converted to Islamic banking and 500 plus ATMs they are also installed.

– On the product side, the Group successfully launched and repackaged (existing) products during the year. 

This includes “Choice Current Account” for individuals & businesses, and introduction of the new 

“Asaan” account for small depositors for financial inclusion. 

– The Group also launched “Bancassurance” product through 184 branches to diversify the product suite and increase non-funded income. Other products launched include agriculture products for horticulture, tunnel and dairy / livestock farming and repackaging of “Cash & Gold” product.

Additionally, various initiatives have also been implemented to increase market penetration and improve cross-selling within the Bank. Such initiatives include reinvigorating of the “PMYBL” scheme through a countrywide media campaign and graduation from the passive walk-in to active personal selling model, introduction of SMS alert facility for account holders, development and launch of cash management business (launched for passports) and passport fee collection through all branches in 15 major cities across the country. The Group renewed its focus on capitalising the opportunities available in the digital banking space. Major projects implemented by their branchless banking / alternate delivery channels team include:

· Roll-out of 1000 ATM Projects (500 plus ATMs  installed).
· Limited roll-out of mobile banking facilities in collaboration with UBank.
· E-statements and payment of utility bills through ATM.
· Undertook cash disbursement business for the Government for flood affectees in both 2014 and 2015.
· Successfully implemented “Kisan Package” by utilizing branchless banking channel.

5.2.3 Corporate &Investment Banking

The Corporate Investment Banking Group (CIBG) handles one of the largest corporate portfolio among the banks in Pakistan. With its regional centers in Karachi, Islamabad, 

Lahore, Faisalabad and Multan, CIBG is focused on catering to the banking needs of big-ticket local corporate customers including multinationals and government entities through its various tailored financial solutions. During the year, CIBG recorded successes in all its regional centres, in achieving its goals of adding quality assets to its portfolio. Commendable improvement was also achieved on the liabilities side through generation of deposits. Despite the challenging market conditions, the Group managed to capture greater market share in trade business and advisory services. The Group was successful in achieving turnaround of various ailing borrowers resulting into cash recovery and declassification. During this period, the Group also cannot through effective implementation of Credit Administration at its Karachi Centre. 

This further strengthens their credit risk management functions. The Group also liaised in devising policies & procedures related to credit concentration, credit pricing,  obligor risk assessment, etc. Investment Banking wing of the Group remained on the front foot through its lead role in various capital finance transactions, and advisory services to the Privatization Commission. During the year, new relationships with large business potential in the energy sector they are added by the Group. As part of the strategy, the Group will further improve the asset quality through booking of quality loans, establishing new relationships and increasing its customer base by targeted sales and will focus on fee-based business with a focus on trade finance and advisory business. Corporate & Investment Banking

5.2.4 Treasury Management

Role of the Treasury Management Group is to optimally manage the foreign exchange, money market and capital market portfolios of the Bank along with optimally managing the Bank’s liquidity, ensuring that adequate funding is available to other business units.

The Group made a sizeable contribution to the Bank’s bottom line by posting capital gains of above Rs. 12 billion through transacting in government securities and shares. It continued to be the market maker in the FX market and once again posted substantial FX gains in 2015.

Success of the Group was due to its proactive judgment of market information resulting in optimal adjustments in the investment portfolio. The fact that they have been persistently rated amongst the top primary dealers in the country by the State Bank of Pakistan bears testament to their expertise in managing and trading government securities and the confidence of their diverse clientele. The Group, while focusing on its strengths and products, continues to target collaboration with other business units by developing a mutually beneficial relationship with valued corporate and retail clients. It has embarked on putting in place the infrastructure and technical platform to enable smooth operations and efficient executions.

5.2.5 International Banking

International operations of the Bank span over 19 countries with 21 branches, 2 subsidiaries, 1 joint venture and 3 representative offices spread over North America, Europe, Far East, South Asia, Middle East and Central Asia. They are the only Pakistani bank having three branches and two wholly owned subsidiaries in Central Asian countries. They also have their representative offices in Beijing, Toronto and Tashkent. 

This vast global footprint caters to the banking needs of the locals as they of Pakistani nationals living abroad. Their international branches are exploring new avenues to ensure increase in deposit base and trade business to reflect improvement in funded and non-funded income. They have strengthened their IT system at international branches to ensure efficiency and improvement through establishing effective compliance controls. In coming years, NBP will further enhance its footprint by entering potential new markets.
5.2.6 Home Remittances

Home remittances are a main support to the balance of payments for developing economies like theirs, which has remained remarkably resilient despite slower global economic growth. Since the inception of the Global Home Remittances Management Group in 2009, NBP has shown tremendous growth in the area of home remittances. Within 5 ½ years time, NBP has been able to establish remittances arrangement with 40+ tie-ups across the globe, including some of the leading names in the Middle East.

NBP has created awareness among overseas Pakistanis to use legal channels through marketing campaigns in Pakistan as they as overseas, considering it a national cause and a support to boost the foreign exchange reserves of the country. With the widest domestic branch network of 1403 online branches, covering all corners of Pakistan, NBP provides high quality services at the branch level. NBP is the bank of choice for expat Pakistanis to send remittances to their loved ones in Pakistan. To facilitate beneficiaries in receiving payments in Pakistan, the Bank offers various products like 

“NBP Foree Cash” and “NBP Foree Transfer”; and has now introduced “NBP Foree Remittances Account” for hassle-free banking. When remittance is sent into beneficiaries’ account, they will get an SMS alert and can withdraw cash from any ATM across Pakistan. 

In the year 2016, they are aiming to migrate all their existing remittance agencies on theyb-based, which will increase the remittances volume and provide more effective and fast customer services to beneficiaries in Pakistan. Further, they are in negotiation with prospective banks and exchange houses to bring them on the NBP platform

5.2.7 Assets Recovery

Mission of the Assets Recovery Group (ARG) is to achieve expeditious reduction in non-performing assets of the Bank through cash collections and declassification by way of rehabilitation, restructuring, negotiated settlements and legal Resource within the framework of the Bank’s policies / SBP guidelines. The Bank, having a provision coverage ratio of 89%, appreciates that recoveries shall make a significant positive financial impact on the Bank’s profitability.

This year, the Group made visible contributions towards achievements of the Bank through sizeable reversal / write back in provisions and reduction in non-performing loans. The Group introduced Management Controls to motivate its team for recovery drive; also considerable progress was made in enhancing the role of IT and MIS to improve efficiency of Group operations. For next year, the Group will expedite its efforts to achieve cash recovery and declassifications. The Group will also remove structural anomalies within its various sub-units to enhance coordination with the field functionaries

5.2.8 Islamic banking 

Year 2015 remained a milestone year for their Islamic Banking Group (IBG) during which the “Aitemaad” branch network has surged from 22 in December, 2014 to 79 branches in December, 2015; and is targeting 150 branches by December, 2016.Keeping the unique value of NBP as the Nation’s Bank, “Aitemaad” is offering its banking services across Pakistan with presence in 48 cities. Concurrently, they have finalized some new products, achieved important milestones in developing IT infrastructure, and ensuring provision of ATM & online facilities to the customers. They have also been able to install 20 ATMs at Islamic banking branches. For ensuring effective control and monitoring of increasing branch network, regional set-ups have been introduced and established. They are set to amalgamate NBP Leasing Limited into the Bank. The amalgamation has been approved by shareholders of both the companies through respective EOGMs held in December, 2015. As a result of this, assets of NBP Leasing Ltd. will be added in “Aitemaad’s” balance sheet, bringing value addition through economies of scale and synergies. Their strategic initiatives for the forthcoming year include setting up an Islamic bank as their subsidiary in order to promote Islamic banking business strictly in conformity with the injunctions of Shariah. 

5.2.9 Operations
In order to achieve greater customer facilitation and an increase in fee-based income, the Bank is pursuing the goal of automating Government receipts & payments process. This initiative has not only significantly reduced the turn-around-time (TAT) but has also enhanced efficiencies besides costs savings associated with Government receipts & payments. The Bank has initiated the process of computerizing Government pension payments after introduction of GPPS (Government Pension Payment System) which has automated all the tasks performed, including calculating amount of pension due (with all adjustments applicable such as incremental increase, new allowances, etc.), generation of computerized payment voucher (bill), preparation of scroll/MIS and updating pensioners’ records. The Bank is also facilitating salaried employees and pensioners of its account holders with account-based pension payments, use of biometric for verification and for evidence of life (in lieu of life certificate). 

As part of product innovation, NBP is the first bank to introduce ATM points where multiple ATMs have been provided under one roof; with all possible comfort for visiting customers, who can now carry out ATM transactions round-the-clock without any hassle or waiting in long queues. 

At present, six ATM points are operational at Bahawalpur, Gujranwala, Karachi, Kharian, Multan and Sialkot. Focus has also been made on increasing the production and distribution of NBP Cash (ATM) Card after enhancing their capacity to process ATM card applications and issuance of ATM cards. The Bank, towards facilitation of its customers, has introduced Interactive Voice Response (IVR) facility for cards’ activation. 

The Bank successfully launched a Short Message Service (SMS) for its account holders under the brand name “PEGHAAM”, which promises issuance of alerts as and when any financial transaction is made in the service subscriber’s bank account. 

The FBR e-Payment facility, earlier available for large taxpayers, has now been made available for other taxpayers who are NBP account holders for making their tax payments electronically.

The Bank has also made special arrangements for collection of utility bills at its branches so that utility bills’ payments at the Bank are instantly shared with the utility company concerned, for instant required updation in their billing data. The Bank has also undertaken measures to facilitate collection of utility bills and execution of funds transfers through ATMs.

5.2.10 Information Technology

The Bank is investing in its IT infrastructure and is moving towards technological advancements in terms of connectivity, innovation, automation and intelligent decision-making, serving as an ‘enabling Resource’ for developing a more flexible structure and responding timely to the dynamics of a fast-shifting banking industry. The ultimate aim is to bring NBP technologically at par with its peer banks and to be among the top technologically-advanced banks in Pakistan. Their IT team is progressively moving from a back-office support function to a front force for strategic banking initiatives, enhancing the value and transforming the perception of the Bank from branch-centric (product-focused) to multi-channel (client-centric) and ultimately to self-directed services (digital-centric). IT has taken measures such as strengthening and standardizing the Bank’s infrastructure in respect of security, communication and networking, achieving inter-branch connectivity by completing Core Banking implementation in NBP’s domestic branch network, automation of existing services, introduction of value-added services, strengthening deliverables of multiple ADCs by enhancements in call centre operations, and expanding the ATM network and its functionalities.

During 2015, NBP completed the milestone of deployment of the Core Banking Application in 1400+ branches (entire domestic branch network) in November, 2015 within 11 months, and the target was achieved ahead of the completion date of December 31, 2015. All Islamic banking branches they are migrated to CBA Islamic as they. They have also planned to achieve the CBA implementation in Paris and Bangladesh branches, and system automation in Turkmenistan and Hong Kong branches. The Bank’s ATM network in 2014 comprised of 376 ATMs which now stands increased to 1,000+ ATMs. An additional 500 biometric ATMs are planned to be installed in 2016, that will take the Bank’s ATM network to 1500+. Furthermore, ATM and ATM Cards’ value-added services they introduced such as ATM/Debit cards for Islamic banking customers and Pakistan-Army supplementary ATM cards to cater to the needs of Islamic banking customers and Pak-Army personnel; and the facility of Inter Branch Transfers (IBT) through ATM for conventional and Islamic banking customers. The facility of utility bills payment services was launched for customers through ATMs and over-the-counter. The same will be further enhanced and provided also through internet banking in 2016.

Improvements in call centre operations they are made like integrating Islamic banking customers’ data with the call centre for extending customer services to NBP’s Islamic banking customers, and SMS notification service through call centers for customers’ complaint registration, closure, ATM card activation and deactivation, etc. reducing the overall volume of customers’ complaints. Furthermore, customer-centric services that they are successfully implemented include E-statement registration/sign-up service for customers, enabling them to receive an electronic version of the account statement at their registered email addresses, Sindh Revenue Board (SRB) tax collection over-the-counter and through ATM, and balance enquiry through SMS for NBP customers that has resulted in reduced balance enquiry requests at call centre and branches on peak days. For strengthening internal operational and compliance processes of the Bank, major projects they are achieved, like “Committee Decision Item Tracking System” for better tracking for the management, successful implementation of “Name Filtering Solution (SafeWatch)”, initiation of the project of “Anti Money Laundering (AML)/KYC Solution.”

5.2.11 Credit Management

Credit Management Group (CMG) performs a wide range of functions at the Bank that include assessing and approving loan applications jointly with the business groups, credit monitoring, policy development and ensuring implementation of credit policies and procedures through provision of appropriate guidance and tools, etc. The critical success factor that sets direction of all activities and strategies of the CMG in forthcoming years is agreed as “They must improve Asset Quality to prevent NPL.” With the active support of business and support groups, the Group is set to adopt the multi-pronged strategy to achieve NBP’s critical success factor for improving asset quality, resulting in increased yield. During the year, the Group made significant contributions towards their achievements through policy formulations, portfolio quality through setting minimum obligor risk band for fresh lending and identifying the riskier business segments and industries where the Bank should avoid taking further exposure.

5.2.12 Risk Management

The goal of Risk Management is to be proactive in efficiently identifying, assessing, measuring, monitoring and controlling risks to the Bank’s strategic advantage. NBP is moving towards a disciplined risk management culture where risk management is a responsibility shared by all of the Bank’s employees, management and BoD members. Risk Management Group, separate from approvals, reports directly to the President with dotted line reporting to the Board Risk Committee (BRC). The Group structure is constituted in a way so as to have a focused approach on the enterprise-wide risk management, with clear segregation of responsibilities pertaining to the area of credit risk, market & liquidity risk, operational risk, data management and reporting. They are also in process of implementing a Bank-wide BPR & COSO project. Several initiatives they are undertaken and achieved; some major ones are as follows:

· Development of overseas risk management framework for overseas operations of NBP
· Development of interest rate risk management policy
· Monitoring of operational risk tolerance limit and conducting variance analysis 

BPR & COSO implementation project is underway. The project aims to effectively implement BPR & COSO to streamline the operating model, improving regulatory compliance as they as improving the platform for customer service, product /service deployment, enhance MIS reporting & decision-making and improving TATs resulting from process and organizational efficiencies.

5.2.13 Human Resource Management

Training and career development are very vital in an organization that aims for fast progressing. It is the process of inculcating the essential skills required for performing jobs efficiently. Their HR made investments in developing human capital by organizing training workshops for the Bank staff. These programs not only sharpened their abilities but also helped them acquire new skills. In order to keep pace with modern trends, they have established an e-learning division that will facilitate employees in continuous development, without leaving the workplace, i.e. at their desktops. The HRM Group was reorganized in the wake of the changing business environment to ensure greater focus on various HR-integrated activities and efficient delivery.

For the year 2016, the HR is planning to revamp the Bank’s HR framework. To achieve this, an external consultant will be engaged to comprehensively review and recommend improvements through organizational restructuring and realignment. Appraisal systems exist to improve organizational efficiency by ensuring that individuals perform to the best of their ability and earn appropriate rewards. This in turn leads to improved organizational performance. As a top priority, they shall strive to inculcate a performance culture in the Bank and the employees shall be rewarded accordingly. The HR has taken important steps for achieving a formal succession planning to fill important vacant positions by internally identifying potential successors and developing them for the purpose. The HR plan for the forthcoming year also includes one-window operations for retirement and post-retirement benefits to facilitate the retired employees

5.2.14 Compliance

Compliance is an independent function that identifies, assesses, advises, monitors and reports on the Bank’s compliance risk, i.e., the risk of legal or regulatory sanctions, financial loss or loss to the reputation which the Bank may suffer as a result of its failure to comply with applicable laws, regulations, codes of conduct and standards of best practices. The Bank accelerated its efforts to strengthen the compliance culture in the organization. Special emphasis has been placed on following the regulations on Anti Money Laundering (AML) and Know-Their-Customer (KYC). The Compliance Group is in pursuit of developing the skills of the staff working in the Bank with a sound objective to minimize the chances of non-compliance. The Group also issues a monthly Compliance Bulletin to advise regulatory changes made by the State Bank of Pakistan during the respective month. In November 2015, their compliance team completed the implementation of sanction compliance / safe watch, which ensures real-time SWIFT sanction compliance for domestic operations in addition to overseas operations of Afghanistan and Bangladesh regions through SafeWatch. A new system has been acquired for better compliance management.  This is currently in the implementation stage and will cover the following:

• Transaction Monitoring & Detection

• Know-Their-Customer (KYC)

• Enterprise Case Management

• Oracle Financial Services Regulatory Reporting

• Custom Compliance Reports

The Compliance also arranged for the implementation of FATCA by meeting all the given deadlines so far, both for local and global operations, and also for the Bank’s subsidiaries.

a. Special Assets Management Group

The Special Asset Management Group (SAMG) is a group of people with specialized skills in managing the "stressed" assets of National Bank of Pakistan. The group was created with a view to enable restructuring and recoveries through various initiatives like innovative work-outs, merger & acquisition strategies, asset stripping, security enhancements and structured sell-downs. The group has also been working with / advising various governmental and regulatory bodies in evolving a framework for implementing international best practices like asset reconstruction companies in the country. 

With provision coverage of 84% they believe that going forward their Special Assets Management Group will make major contribution towards the Bank's profitability through recoveries and reversal of provision charge as a result of declassification / rescheduling. They have revamped their special assets management business and have coordinated their efforts to expedite recoveries and settlements.
b. Employee Benefits, Disbursements & Trustee Division

The function of the National Bank of Pakistan’s Employee benefits, disbursement & trustee division is to handle the administration of trust funds, provide estate planning support, and in some cases see to the disposition of the estate of a deceased customer. One of the factors that make the use of this department so attractive is that it tends to be somewhat conservative with their management approach. This means that this department is likely to take time to evaluate all options when involved in settling estates, establishing guardianships, or administering trusts that have been set up for the survivors of a major depositor. This methodical approach is often in line with the motivation for establishing the asset in the first place, which was to provide a stheirce of financial support for loved ones, even after a parent or significant other has died. 

Along with estate settlement, this department also provides a number of other agency services, such as functioning as the trustee of record for corporate bonds or administering a pension or profit sharing plan. As a means of ensuring that the resources of the bank safely protect the investments involved, the department makes it relatively easy for the client to deal with other matters. Thus, the investor can focus more on family or other business matters, and be less involved in the task of protecting assets that are already established and set on a path of consistent growth. 

5.3 Structure & Functions of Accounts / Finance Department

5.3.1 Financial Control Division

This division is headed by Mr. Atif Hassan Khan, who is also financial controller of National Bank of Pakistan. The financial control division is responsible to perform and manage following functions:

· Maintenance of books of accounts and preparation of financial statements of the Bank in accordance with the IAS, as adopted by the Bank.

· Coordination and facilitation for Business planning and budgeting function in the Bank and periodic reporting to the management and to the Board.

· Preparation of Annual Financial Statements Accounting Policies for the bank.

· Quarterly profit updates to the Board of Directors.

· Consolidation of Departmental Budgets.

· Maintenance of Federal & Provincial Government Account on the basis of receipt and payments.

· Monthly Abstract, Daily Reserves and Theykly review reporting.

· Short/Medium term investment and Swap deposits and maintenance of Foreign Currency accounts and revaluation of Foreign Currency Assets & Liabilities.

· Making of payments to external suppliers and employees of the Bank after independent verification of transaction documents on the basis of bills/ invoices/claims approved by the processing units.

· Checking and verifying the selected financial transactions to ensure accuracy and compliance to respective rules and regulations.

· Assets capitalization, assets transfers and overall responsibility to manage and maintain assets physical inventory, keeping track of physical location of assets.

· To ensure the smooth and unhampered running of the Fixed Assets Management function.

· To record all the expenses regarding repair/ maintenance and rent taxes for NBP buildings and equipments.

· To deal with various administrative matters arising in the Finance Department.

To respond to various queries rose from various internal and external sources

5.3.2 Departments of the Branch

Banking procedures are divided between various departments. Different departments do their jobs in occurrence with the bank policies. In National Bank of Pakistan each branch is divided into various departments depending on their size and volume of business. Head of department manages each department & officials of the branch follow procedures. The departments working within National Bank of Pakistan Multan branch are as under:

1. Clearing House Department

2. Remittance Department

3. Computer Department

4. Deposits Department

5. Advances Department

6. Account Opening Department

7. Accounts Department

8. Cash Department

9. Pension Disbursement Department 

1. Clearing House Department

As part of their daily business activity, banks receive cheques and other financial instruments from their customers drawn on other banks, to be collected and credited to their accounts. Similarly, banks receive cheques/instruments from other banks, deposited by customers of the banks drawn on the customers of the drathey banks. Therefore, the banks act as Collecting Banks when they send cheques/instruments for collection and as paying Banks, when they receive cheques/instruments for collection from other banks. Since each bank receive and sends cheques/instruments for collection to and from an number of banks, the process of settlement would clearly be very cumbersome and time consuming if every cheques/instrument had to be sent by the collection bank to each of the drathey banks or branch upon which different collection items are drawn and to individually pay the proceeds to each of the bank sending cheques/instrument in for collection. Therefore, the banks have evolved what is called the Bankers Clearing arrangement. 

The Clearing System enables cheques to be paid or cleared centrally and settlement made for receivables and payables between the banks. The SBP co-ordinates clearing activity through its offices, called the Clearing Houses, set up in big cities and towns. Where SBP does not maintain its own office, some other bank, usually National Bank of Pakistan (NBP) performs this function. But the clearing house facility is available only for cheques/instruments drawn on banks situated within the same city/clearing house area. 

2. Working of the Clearing Process

Under the clearing arrangements, the State Bank of Pakistan (SBP) offers a Clearing House or a centralized exchange facility, which works on the following general lines:

All the banks operating in a city who are members of the Clearing House maintain an account with the SBP’s Clearing House. 

Every day representatives of all the banks in every city meet the Clearing House, first meeting in the morning, at an appointed time, for the purpose of depositing their own customers , cheques/instruments to be collected from other banks and receiving cheques/instrument drawn on their account holders from the others banks. 

At the Clearing House accounts of all the banks are debited by the total amount of cheques/instruments drawn on their customer’s accounts and credited with the amount of their customer’s cheques/instruments drawn on other banks, as per the list of cheques submitted by each bank. 

The cheques/instruments received, also called Inward Clearing, and are taking back by each bank to its bank/branch. The amounts of each cheques/instrument is debited or recovered from each drathey customers’ account and credited to the Clearing House account. Similarly, against the amount credited by the Clearing House as Outward Clearing, the appropriate customers’ accounts are credited and clearing House account is debited. 

Any cheques/instruments received by a bank that cannot be paid, due to insufficient balance in its customer’s account or for any other reason, are returned back to the Clearing House and a credit is claimed and obtained there against. 

Rules & Regulations of Clearing House

· Timing:(Monday to Saturday)

· 1st Clearing at 10:00 a.m. 
· 2nd Clearing at 2.30 p.m.

· Each bank will send competent representative to exchange the cheques.

· Each bank is required to insure that all cheques and other negotiable instruments are properly stamped and suitably discharged 

· An objection memo must accompany each and every cheque when return unpaid duly initialed.

· Each bank is required to maintain sufficient funds in the principal account with SBP to meet the payment obligations.
· The State Bank of Pakistan debit the account of each member of the clearinghouse with the proportionate working expenses incurred on the operation of clearing house. These expenses are very nominal.
Outward Clearing at the Branch

The following points are to be taken into consideration while an instrument is accepted at the counter to be presented in outward clearing:

· The name of the branch appears on its face where it is drawn o.

· It should not stale or post dated or without date.

· Amount in words and figures does not differ.

· Signature of the drawer appears on the face of the instrument.

· Instrument is not mutilated.

· There should be no material alteration, if so, it should be properly authenticated.

· If order instrument suitably indorsed and the last endorsee’s account being credited.

· Endorsement is in accordance with the crossing if any. 

· The amount of the instrument is same as mentioned on the paying-in-slip and counterfoil.

· The title of the account on the paying-in-slip is that of payee or endorsee (with the exception of bearer cheque).

· If an instrument received other than National Bank of Pakistan then special crossing stamp is affixed across the face of the instrument. Clearing stamp is affixed on the face of the instruments, paying-in-slip and counterfoil (The stamp is affixed in such a manner that half appears on counterfoil and paying-in-slip). The instrument is suitably discharged, where a bearer cheque does not require any discharge and also an instrument in favor a bank not need be discharged.

The instrument along with pay-in-slip is retained while the counterfoil is given to the customer duly signed. Then the following steps are to be taken:

1.
The particulars of the instrument and the pay-in-slip or credit voucher are entered in the outward clearing register.

2.
Serial no is given to each voucher.

3.
The register is balanced; the credit vouchers are balanced from the instruments and are released to the respective departments against acknowledgement in the register.

4.
The instruments are arranged bank wise.

5.
The schedules are prepared in triplicate, two copies which are attached with the relevant instrument and the third is kept as office copy.

6.
The house page is prepared from schedules in triplicate.

7.
The schedules and house pages are signed by the house in charge with branch stamp.

8.
The grand total of the house page is taken and agreed with that of the outward clearing register.

9.
The instrument along with duplicate schedule and house page are sent to the main office.

10. The entry of the instrument returned unpaid is made in Cheques returned Register. If the instrument is not to be presented again in clearing then a covering memo is prepared. The covering memo along with returned instrument and objection memo is sent to the customer who sent the same to his account.

Inward Clearing of the Branch

1.
The particulars of the instruments are compared with the list.

2.
The instruments are detached and sort out department wise.

3.
The entry is made in the inward clearing register (serial no. Instrument no. Account No)

4.
The instruments are sent top the respective departments

5.
The instruments are scrutinized in each respect before honoring the same.

Special Clearing

In addition to the normal clearing function at Clearing house it is mutually agreed to hold an extra clearing at the clearing house on the particular day and time which is known as “special clearing” it is arranged due to the rush of work arising out of say, more Holidays declared by the Central Govt. at a time, but normally special clearing is held on last working day of half yearly and yearly closing i.e. 30th June and 31st Dec. every year.

2. Remittance Department

The Remittance department deals with the transfer of money from one place to another. Funds transfer facility or remittance of funds is on of the key functions of the banks all over the world. Remittances through banking channels save time, costs less and eliminate the risks involved in physical transportation of money from one place to another. National Bank of Pakistan transfers money in the following ways.

· Pay Order

· Demand Draft

· Mail Transfer

· Telegraphic Transfer

· Pay Slip

· Call Deposit Receipt

· Letter of Credit

· Traveler’s Cheque

The Job responsibilities & requirements of remittance department include:

· Responsible for money transfers, issuance of pay-orders & drafts, collection items, maintenance of cheque books & ATM cards and all other counter specific products and services

· Ensure highest level of customer service in a professional and competent manner

· Must ensure that the activities are carried out strictly in accordance with the laid down procedures/processes, and SBP/Compliance guidelines

· Responsible for Cash, Clearing, Inland remittances including Demand Drafts and Pay Orders

· Ensure high standards of customer services within the assigned turn around time

· Ensure compliance with SBP's regulations and internal controls

· handling cash, clearing, local remittances, and other related activities at branch level

Parties involved in Remittances

There are ftheir parties involved in Remittance, which are

· Remitter

· Remittee

· Issuing Bank

· paying Bank

Remitter

One who initiates, or requests for a remittance. The remitter comes to the issuing or originating branch, asks for a remittance to be made, and deposits the money to be remitted. The bank charges him a commission for this service. He may or may not be the branch’s customer.

Remittee

A Remittee is also called the beneficiary, or the payee. The person in whose name the remittance is made. A Remittee is also the one who receive the payment.

Issuing Bank

The bank that sends or affects the remittance through demand drafts, telegraphic transfers, Mail Transfers, Pay order etc

Paying Bank

Paying Bank also knows as the drathey branch, the branch on which the instrument is drawn. It has to make the payment (usually located in a different city or country).

Kinds of Remittances

· Transfer within the branch

· Transfer from one branch to another

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

· Transfers from one bank to another bank in two cities.

3. Account Opening Department

The opening of an account is the establishment of banker-customer relationship. This department performs the duty of opening accounts for customers. It also issues checkbooks to customers. A person who wishes to open an account with the bank has to fill an account opening form obtained from any branch of National Bank of Pakistan. The bank officer tactfully obtains information about character, integrity, responsibility, occupation and the nature of business of the perspective customer. Any individual, who has attained the age of majority and is of sound mind can open and maintain his/her account. Two or more individuals may open an account jointly. Similarly, business organizations such as sole proprietary concerns, partnership firms, and limited liability companies as they as non-profit organizations like clubs, trusts, societies, associations and NGO’s etc, may open their accounts. The documents required for National Bank of Pakistan’s Account opening are shotheyd as Annexed VII at the end of this report.

The following requirements are necessary for opening an account.  

Identification of the new customer. 

Ascertaining the genuineness of the stated occupation business of the customer.

Determining the correct residential and permanent address. 

Completion of all relevant columns of the Account opening form.

Proper completion of documentation. 

Functions of Account Opening Department

· Providing account opening form according to the customer's requirements,

· Guide the customer about the requirements of the account opening and form filling,

· Check the forms whether they are correctly completed or not,

· Preparing checklist,

· Stamping on the form,

· Maintaining account opening register,

· Pasting of forms in register after release from general banking in charge,

· Issuance of cheque books,

· Issuance of accounts maintenance certificate,

· Closure of account

· Verification of signature in case of cheque presented before releasing of account opening from SS card is not yet scanned
4. Cash Department

All physical movement of cash in the bank is made through the cash department. As bank is borrowing and lending institution, therefore cash is the top most priority of Bank. Another aspect is that cash department is for the security purpose, security in a sense that there should be no embezzlement of funds or in money leaded to bank by any party or person. The efficiency of bank is also related to this department the more efficient the bank is the stronger and busy is the cash department. Cash department perform following functions

Cash department otheys its important to the fact that it is a major point of contract between the bank and the customer, the bank’s most valued relationships. This department is the showcase of the bank and conveys the first impressions about the bank’s commitment to professionalism in its systems and procedures and to ctheirteous and efficient customer service. 

Normally cash department performs following functions

· Collection of funds

· Acceptance of deposits

· Collection of utility bills

· Payment of checks

· Remittances

· Act according to any standing instructions

· Transfer of funds from one account to another

· Verification of signatures

· Posting

· Handling of Prize bond

The two main activities of cash department are as fallows:

Deposit Cash In Customer’s Account

When the customer want to deposit amount in his account at opening of account or after that then he has to fill a deposit slip that shows the amount and the account in which the cash will be deposited. Then teller will receive amount and credit the customer’s account that shows increase in customer’s bank account.

Make Payments From Customer’s Account

When the customer draws a cheque on the bank to pay a certain amount then BBO Operator will debit the customer’s account that shows reduction in his account balance.

Cheque encashment procedure

Receiving Of Cheques

The cash is paid against the cheques of the client. The following points are important.

Cheque is drawn on same branch

Cheque is not post dated.

Amount in words and figure are same.

It should be bearer cheques so the word bearer should not cross.

Verification of Signature

After receiving the cheques the cheques the operation manager verify the signature of the account holder and the signature on the cheques. If the signature is not same it is returned back otherwise forward to BBO Operator for posting. 

Computer Terminal Process

The cheque is received in computer terminal, where BBO operator checks the balance of the account holder. The BBO operator also sees the stop payment instructions, whether received from account holder or not. After considering these points BBO Operator post the cheque in BBO (Branch back office system) and forward to operation manager.

Payment Of Cash

After posting the cheque the operation manager cancelled the cheque and returned back to cashier. The cashier enters the cheque in cash paid registered and pays against the second signature of receiver on the back of the cheque.
5. Deposits Department

The primary function of National Bank of Pakistan is to accept and receive surplus money from the people, which they willingly deposit with the Bank. Like all other Banks, National Bank of Pakistan also take incitation to attract as much depositor’s as it can. The deposit department accepts/collects deposit from accountholders. 

 The National Bank of Pakistan offer different deposit schemes to its customers, which includes the following:

· Current Deposits

· PLS Saving Deposits

· Fixed Deposit Account ( Time Deposits)

· Foreign Currency Account

· NBP Premium Aamdani

· Foreign Currency Account

· National Income Daily Account (NIDA)
6. Advances Department

The bank is profit seeking institution. It attracts surplus balance from the customer at low rate of interest and makes advances at a higher rate of interest to the individuals and business firms. Credit extensions are the most important activity of all the financial institutions, because it is the main stheirce of earnings. Advances department is one of the most sensitive and important department of the bank. The major portion of the profit is usually earned through this department. The job of this department is to make proposals about the loans; the credit management division of head office directly controls all the advances. 

The advances Department receive application from intending borrowers. After receiving application the advance department processes it further. After analyzing and detailed investigation, they decide whether to approve the loan or not. Some loan approvals are made by the Manager of the branch within his powers as prescribed by the bank’s higher authorities, while some loan applications are submit to higher authorities for their approval. Some advances are of the following nature

· Loan against Gold

· Agriculture advance to farmers

· Medium term advance for working capital

· Long term advance for setting industry

· Short term advance to businessman

The National Bank of Pakistan offer following products (Advances) to its customers

· NBP Saibaan

· NBP Advance Salary

· NBP Cash & Gold

· Students Loan Scheme

· NBP Karobar

The Advances department deals in following transactions:

1. Preparation and submission of proposals of Running finance, Cash finance, Demand finance, Export finance, Staff finance, Finance against imported merchandise etc for sanction of finance limit from the hire authority.

2. Preparation and posting of vouchering of all type of finance.

3. Accruals & recovering of Markup on finances on periodical basis.

4. Approval of transfer of funds through DD-TT, PO, MT, IBCO etc to various branches by debiting the limits. 

5. Preparation of theykly, monthly, quarterly, and annually statement to the hire authority.

6. Transfer of funds from one account to another account of the party taking the authority letter.

7. Preparation of advances record.

8. Timely submission of returns/reports, daily, theykly, monthly & quarterly.

9. Checking of computer outputs of the department on daily basis.

10. Balancing of all financing heads.
7. Computer Department

This department is playing a very important role in making the banking procedures faster and helping the bank for providing better services to its customers. The National Bank of Pakistan has three types of branches in all over Pakistan, these included

a) Online branches
The branches, which are directly, link with central computer AS-400, through wide area networking through fiber optics. These branches have dumb terminal directly linked with central computer. 

b) Batch Branches

The branches where all transactions are carried out with the computer base system but these branches are not connected to the central computer with wide area net working. Batch branches are using three type of system, Branch Back Office (BBO) based on FoxPro, Branch Automated System based (BAS) on UNIX, Branch Integrated System (BIS) based on FoxPro in Karachi mostly branches are facing this problem. BAS was establish in the beginning while BBO is currently implemented now efforts are under way to convert all branches into Electronic Banking System (EBS) which is used by online branches as this system does not require a person to remain sitting till the branch closed its daily operation but the system automatically close it self when the branch timing is over. The database in head office is also based on this system. 

c) Manual Branches

The branches where all transactions are carried out manually and records are maintained on registers usually stored in big wardrobes. Manual branches reports Regional head office regarding their daily transactions. In Regional head office through On Line, terminal data goes to head office central computer; Except for branches those are On Line as they transfer there daily data directly through there own terminal. As day-to-day, activities of all branches are recorded in a central computer. 

Evening data receiving center

 Data form batch branches reach the main branch in floppy diskettes while form manual branches it is in form of hard copy. Data comprises of transactions in profit loss account, current account, advances etc termed as “Daily Transaction Report”. Clerk in charge register all diskettes and manual in registers called “job booking register” one for each of two type of data. These floppies and manual are bring in by riders. There are ftheirteen riders in total who bring information form all branches located in Karachi region.    

Data entry Department

The next task after receiving the data is to enter that data in to a computer. The floppy disk is directly inserted in the computer. The program in used is based on “COBOL” language. This program is designed in away that it demand “Hash Value” value before opening the floppy for further action this value serve the purpose of password or pin code send by the branch on entering that value the data enter in to the computer. This computer is attached with the terminal of central computer. The operator of that terminal takes the data from the computer and converted it in to a text file through that terminal the data finally goes to the central computer. 

Defects and Error Handling

Errors of different origin occur when the data goes to central computer. Sometime retrieving data from the system (BAS, BBO, and BIS), other than used in HO (EBS) also caused errors. Other errors include Unmatched (This error occurs when document no matched with the previous one exists), no master (when opening of new account is not mentioned), Date in Valid, duplicate cheques (this error occur when the last objection is not removed). These and other such errors are seen by the person in charge. In the end of day print out of the data enter in central computer is taken. Any Incomplete information for any branch and any information require by that particular branch is sent to that branch. More over material is used to make a WST which is sent to State Bank of Pakistan. 
8. Pension Disbursement Department

The National Bank of Pakistan was Pakistan’s leading institution which performs the function of pension payments or disbursements to pensioners. The pension disbursement department is responsible for making pension payments to Government Pensioners. The person who wants to receive his/her pension from National Bank of Pakistan can open an account with any branch of National Bank of Pakistan. The bank performs this function through Demand Draft Purchase or simply called DD Purchase. This department performs following functions:

· Making Pension Payments

· Opening of Account of Pensioner

· Entry of amount paid to pensioner in Government Pensioners Register

· Verifications of Signatures of Pensioners

· Making Demand Draft Purchase Register
9. Accounts Department

Accounts Department of the bank can be considered the most important department. This department is basically concerned with processes and activities of recovering, sorting, summarizing and reporting data resulting from the whole day transactions of all the departments.  Actually the process of this activity starts from the preparation of all the required vouchers by different related departments. When these vouchers are prepared, these are posted into respective computer terminals by the relevant departments.  Before merging, a batch list is printed out by Computer Department and duly checked by the respective departments. After this, merging stage comes, after which a proof list is printed out.  This is the stage, where Accounts Department starts performing its function.  Proof list is checked by the Accounts Department.  The account department prepare following vouchers and reports

· Monthly Profit & Loss account- F48

· General Ledger

· General Ledger- Abstract

· Check Book Issue Register

· Theystern Union payments Register

· Demand Notices

· Miscellaneous Book

· Bank Transfer scroll

· Posting NBP Advance Salary

· Daily Statement- F21

· General Ledger- Head wise

· Hash Value Register

· End of Day register

· Posting National Income Daily Account (NIDA)

· Monthly return register

· Charges A/c register

· P-L-S Profit list

· Theykly Telegram

· Mail Transfer Register

· Government Scroll

· Provident file

· Government Scroll Debit & Credit

· Transfer Responding Advice Dispatched Register-F15

· Cash Remittance IN

· Cash Remittance OUT

· NBP General Account

· Utilities register

· Statement of affairs

· Closing entries

· Daily activity checking

· Minor expense recording

c. Structure of Branch’s Accounts Department

The structure of National Bank of Pakistan’s Accounts department is shown as Annexed VI at the end of this report. The Accounts department of the branch is controlled by the Chief Accountant under direct supervision of Branch Manager. The Branch has one cashier & two clerks for assistance and help of Chief Accountant. The BBO (Branch Back Office system) Operator has also assist Chief Accountant in various tasks.

 The head of branch’s Accounts department is called Chief Accountant, who performs his functions under direct supervision of Branch Manager. The Chief Accountant is responsible for the central accounting records and controls over all financial transactions of the Branch. He also directs a wide variety of accounting activities and meets important deadlines & analyzes and interprets accounting data of the branch. The other responsibilities of Chief Accountant include:

· Plans and directs the activities of Cashier, BBO Operator and clerical employees of the branch engaged in the maintenance of a variety of accounting records.

· Directs and participates in the development and revision of procedures in order to meet requirements of law, provide services to Branch Manager, improve efficiency in branch activities, and coordinate branch activities with those of other departments.

· Directs and reviews the preparation of periodic and special financial statements, reports, projections, and recommendations, on which important administrative decisions are based.

· Directs and reviews the study of new and revised laws, rules, and programs affecting the central accounting system and records and installs or recommends changes as appropriate.

· Designing and operating a system to capture, record, process, and store all relevant documents and information about the financial activities of the branch.

· Ensuring the integrity and reliability of the information system, and preventing fraud from inside and outside the branch.

· Preparing financial statements that are reported to Regional Management of National Bank of Pakistan.   

· Preparing financial statements and accounting reports for distribution to the branch Manager for their planning, control, and decision-making needs.

· The Chief Accountant with the help of branch’s clerical staff is preparing following reports:

· Monthly Profit & Loss account- F48

· Daily Statement- F21

· General Ledger

· General Ledger Abstract

· General Ledger head wise

· Bank transfer Scroll

· Posting NBP Advance Salary

· Misc Book

· Posting National Income Daily Account (NIDA)

· Monthly return file

· Charger List

· PLS Profit list

· Weekly Telegram

· Government Scroll

· Government Scroll Dr & Cr

· Transfer Responding Advice Dispatched Register- F15

· Cash Remittance In

· Cash Remittance Out

· NBP General Account

· Clearing register

· Debit & Credit supplementary

Debit supplementary is used for debit voucher and credit supplementary is used for credit voucher books and register maintained by bank are as fallows

General ledger included:

· Statement of daily affairs

· Cash book or cash cum day book

· Transfer book

· Income & expenditure ledger

Income & expenditure includes:

1. Discount

2. Service charges

3. Commission from utility services

4. Salaries allowances & provident fund

5. Rent taxes insurance lighting

6. Profit paid on deposits and borrowings

7. Auditor’s fee & legal charges

5.4 Role of Financial Manager / CFO

The performance of any organization is reflected by the financial statements, any ambiguity if remains there, makes the reflection of the performance doubtful. Therefore, the role of CFO becomes very important as he controls the reflection of performance, which is reported to different authorities and the organization is assessed by them, and they must perform their job with professional competency and integrity, so that the financial statements give credible information to its users. The code of corporate governance provides the guidelines and opportunity to do this. 

The Chief Financial Officers of National Bank of Pakistan used to perform several tasks which they are preparing accounts, preparing budgets, operational reporting and interpreting, evaluating operating results, preparing income tax returns, establishing internal control procedures to safe-guard the companies assets.

Due to increased governance requirement there arises a need to empoweredr the chief accountant and to make him responsible by requiring him to sign the accounts. There comes the code of corporate governance, which makes the chief accountant poweredrful and more responsible. With the new role, Chief Accountant becomes Chief Financial Officer (CFO). The appointment, removal and remuneration terms and conditions of employment of the chief financial officer of a listed company shell are determined by the Chief Executive Officer with the approval of the Board of Directors.

Qualification Requirement

The qualification requirement is defined under the code of corporate governance that is the person appointed as the Chief Financial Officer must be

· Member of recognized body of professional accountants or

· A graduate from a recognized university or equivalent, having at least 5 years experience in handling financial and corporate affairs of a listed company.

Responsibilities of CFO

The new responsibilities apply to all Chief Financial Officers of Listed Companies, Insurance Companies, Banks and DFIs. Mostly the CFO presents the financial position relating to the period which has been over, and the period which has to come that is the financial position attained and the financial projection i.e. where the organization will be.

Responsibilities towards Board of Directors

The Chief Financial Officer is required to furnish necessary and classified information to the board of directors along with his analysis and suggestions as the Chief Financial Officer attends the board meetings, any issue with financial implications is being discussed, the person likely to be most in command of these implication is on the spot and immediately available for questions.

In order to strengthen and formalize corporate decision-making process, significant issues are required to be placed for the information, consideration and decision of the boards of directors by the CFO. These are: 

· Annual business planes, cash flow projection, forecasts and long term planes.

· Budgets include capital, manpoweredr and overhead budgets along with variance analyses.

· Quarterly operating results of the company as a whole and in terms of its operating divisions or business segments.

· Details of joint ventures or collaboration agreements or agreements with distributors, agents, etc.

· Default in payment of principal and/or interest, including penalties on late payments and other dues, to a creditor, bank or financial institution, or default in payment of public deposit.

· Failure to recover material amounts of loans, advances, and deposits made by the company, including trade debts and inter-corporate finances.

· Significant public or product liability claims likely to be made against the company, including any adverse judgment or order made on the conduct of the company.

Responsibilities towards Shareholders

The Chief Financial Officer is required to provide all the necessary data to be presented in the “Director’s Report”. For this purpose Chief Financial Officer must ensure the following.

· The financial statement, prepared by the management of company, present fairly its states of affairs, the results of its operation, cash flows and changes in equities.

· Proper books of accounts of the company have been maintained

· Appropriate accounting policies have been consistently applied in preparation in financial statements and accounting estimates are based on reasonable and prudent judgment.

· International accounting standards, as applicable in Pakistan, have been followed in preparation of financial statements and any departure there from has been adequately disclosed.

· The system of internal control is sound in design and has been effectively implemented and monitored.

· There are no significant doubts upon the companies’ ability to continue as going concern.

· There has been no material departure from the best practice of corporate governance as detailed in the listing regulations.

Internal and External Reporting

Chief Financial Officer now has extensive responsibilities for internal and external reporting. All the information required for decision-making by the Board of Directors and Chief Executive is processed and furnished by the Chief Financial Officer. Apart from this, external reporting requirement is fulfilled by Chief Financial Officer, the accounts and financial statements are signed by the Chief Financial Officer before they are sent to concerned authorities.CCG requires that the listed companies submit their quarterly accounts to the shareholders within one month of the close of the first and third quarter of year of account. The CCG does not prescribe the time for submitting half yearly accounts to the shareholders. Here they can refer to section 245 of companies’ ordinance 1984 for this purpose, which requires half yearly accounts to be submitted within two months of the close of first half. The CCG requires a limited review of half yearly accounts by external auditor. Annual audited accounts are now required to be submitted within their months of the close of financial year.

The Securities and Exchange Commission of Pakistan is exercising strict vigilance to ensure compliance of 4th and 5th schedule of the Companies Ordinance, 1984 and timely submission of accounts by companies. It has recently imposed penalties on Directors of nine listed companies who failed to prepare and circulate the quarterly accounts. Furthermore, fines have been imposed on chief executives.
5.5 Use of Electronic Data in Decision Making

The technological development in the field of information systems make it possible for management to use electronic data in decision making. An understanding of the effective and responsible use and management of information systems and technologies is important for managers, business professionals, and other knowledge workers in today’s internet worked enterprises. Information systems play a vital role in the e-business and e-commerce operations, enterprise collaboration and management, and strategic success of businesses that must operate in an internet worked global environment. Thus, the field of information systems has become a major functional area of business administration. The management of a business can use information systems in their decision making process. Before proceeds it’s important to discuss precisely about decision making. 

Decision making can be regarded as an outcome of mental processes leading to the selection of a ctheirse of action among several alternatives. Every decision making process produces a final choice. The output can be an action or an opinion of choice. A significant part of decision making skills is in knowing and practicing good decision making techniques. One of the most practical decision making techniques can be summarized in following simple decision making steps:

1. Identify the purpose of their decision. What is exactly the problem to be solved? Why it should be solved? 

2. Gather information. What factors does the problem involve? 

3. Identify the principles to judge the alternatives. What standards and judgment criteria should the solution meet? 

4. Brainstorm and list different possible choices. Generate ideas for possible solutions. See more on extending their options for their decisions on my brainstorming tips page. 

5. Evaluate each choice in terms of its consequences. Use their standards and judgment criteria to determine the cons and pros of each alternative. 

6. Determine the best alternative. This is much easier after you go through the above preparation steps. 

7. Put the decision into action. Transform their decision into specific plan of action steps. Execute their plan. 

8. Evaluate the outcome of their decision and action steps. What lessons can be learnt? This is an important step for further development of their decision making skills and judgment.

The decision making of Management of National Bank of Pakistan rely on  information system resources which includes people and a variety of hardware, software, data, and communications network technologies as resources to collect, transform, and disseminate information in Bank. 

5.6 Sources of Funds
Bank’s all sources have funds have increased over the span of time, as is evident from above table which reveals good policy for acquiring assets.
Table 5.1 Sources of Funds

	Net Assets represented by
	2011
	2012
	2013
	2014
	2015

	Share capital
	16818
	18500
	21275
	21275
	21275

	Reserves
	25343
	28819
	31539
	32074
	45581

	Unappropriated profit
	68359
	57419
	48046
	57007
	49156

	Equity 
	110520
	104737
	100860
	110356
	116011

	Surplus on revaluation of assets
	22131
	35243
	55427
	67973
	52340

	Total
	132651
	139981
	156287
	178329
	168351


5.7 Generation of Funds

Due to decreasing mark up rate, from time to time and again increase, mark up income remained fluctuated over the time, however, over all non interest income and mark up income remained on increasing trend, resulting into increased gross income which is highest for the period under consideration.
Table 5.2 Generation of Funds
	Summary of Financial Performance
	2011
	2012
	2013
	2014
	2015

	Mark up/ Return / interest earned
	95325
	100092
	99028
	114174
	113662

	Mark up/ Return / interest expensed
	48516
	56418
	60823
	68370
	59941

	Net mark up / interest income
	46810
	43674
	38205
	45804
	53721

	Fee commission, brokerage and exchange income
	12720
	14410
	15394
	15687
	17043

	Capital gain & dividend income
	4096
	6844
	6908
	11103
	15860

	Other income
	2520
	2595
	3268
	3587
	2081

	Non interest income
	19337
	23849
	25570
	30377
	34983

	Gross income
	66147
	67524
	63774
	76181
	88704


5.8 Allocation of Funds
Allocation of funds to all the available spheres have been increased over time and earned good yield, that’s why financial controllers continued increased allocation to all the areas which is good healthy sign for an institution carrying out the business of banking.

Table 5.3 Allocation of Funds
	
	2011
	2012
	2013
	2014
	2015

	Lending to financial institutions
	44361
	8281
	51942
	111794
	10639

	Investments- net
	319527
	342965
	396412
	561768
	826247

	Advance- net
	527109
	658654
	620217
	630230
	580094

	Operating fixed assets
	28127
	29714
	34569
	33354
	33301

	Deferred tax assets -net
	7973
	9834
	10969
	98884
	9672

	Other assets
	66470
	77250
	80991
	91839
	80092


5.9 Critical Analysis

To me, Theory gives the direction to understand the processes and the terminologies going across the World using best business practices in a broader view covering each and every aspect of possible business scenarios. On the contrary practical life is specific, enclosed in a jar.
5.10 Financial Analysis

5.10.1 Financial Statements Analysis

Financial analysis is a process which involves reclassification and summarization of information through the establishment of ratios and trends. Financial statement analysis is the process of examining relationships among financial statement elements and making comparisons with relevant information. It is a valuable tool used by investors and creditors, financial analysts, and others in their decision-making processes related to stocks, bonds, and other financial instruments. The goal in analyzing financial statements is to assess past performance and current financial position and to make predictions about the future performance of a company. Investors who buy stock are primarily interested in a company's profitability and their prospects for earning a return on their investment by receiving dividends and/or increasing the market value of their stock holdings. Creditors and investors who buy debt securities, such as bonds, are more interested in liquidity and solvency: the company's short-and long-run ability to pay its debts. Financial analysts, who frequently specialize in following certain industries, routinely assess the profitability, liquidity, and solvency of companies in order to make recommendations about the purchase or sale of securities, such as stocks and bonds.

The analysis of financial statement refers to the examination of the statements for the purpose of acquiring additional information regarding the activities of the business. The users of the financial information often find analysis desirable for the interpretation of the firm’s activities.

The overall objective of financial statement analysis is the examination of a firm’s financial position and returns in relation to risk. This must be done with a view to forecasting the firm’s future prospective. 

Analysts can obtain useful information by comparing a company's most recent financial statements with its results in previous years and with the results of other companies in the same industry. Three primary types of financial statement analysis are commonly known as horizontal analysis, vertical analysis, and ratio analysis.

5.10.2 Balance sheet (6-years)
Table 5.4 6 Years Summary of Financial Position and Performance
	Financial Position
	2011
	2012
	2013
	2014
	2015

	Assets
	 
	 
	 
	 
	 

	Cash and balance with treasury banks
	131676
	158333
	157930
	97972
	150900

	Balance with other banks
	27582
	30222
	17458
	12108
	20128

	Lending to financial institutions
	44380
	8273
	51939
	111789
	10639

	Investments- net
	319531
	343538
	397959
	561764
	826302

	Advance- net
	525046
	654690
	615420
	626704
	577893

	Operating fixed assets
	27454
	27950
	32702
	31796
	31936

	Deferred tax assets -net
	7935
	9848
	10955
	9878
	9669

	Other assets
	65973
	76675
	80564
	91045
	78895

	Total Assets
	1149578
	1309528
	1364926
	1543054
	1706361

	 
	 
	 
	 
	 
	 

	Liabilities
	 
	 
	 
	 
	 

	Bills payable
	9105
	14368
	13895
	11012
	9172

	Borrowings
	26372
	51297
	22239
	37541
	21911

	Deposits and other account
	927421
	1036739
	1101139
	1233525
	1431037

	Sub ordinate loans
	0
	0
	0
	0
	0

	Liabilities against assets subject to Finance lease
	76
	30
	24
	13
	36

	Deferred tax liabilities
	0
	0
	0
	0
	0

	Other liabilities
	53952
	67115
	71343
	82634
	75855

	Total Liabilities
	1016926
	1169548
	1208639
	1364725
	1538010

	 
	 
	 
	 
	 
	 

	Net Assets represented by
	 
	 
	 
	 
	 

	Share capital
	16818
	18500
	21275
	21275
	21275

	Reserves
	25343
	28819
	31539
	32074
	45581

	Unappropriated profit
	68359
	57419
	48046
	57007
	49156

	Equity 
	110520
	104737
	100860
	110356
	116011

	Surplus on revaluation of assets
	22131
	35243
	55427
	67973
	52340

	Total
	132651
	139981
	156287
	178329
	168351

	 
	 
	 
	 
	 
	 

	Summary of Financial Performance
	 
	 
	 
	 
	 

	Mark up/ Return / interest earned
	95325
	100092
	99028
	114174
	113662

	Mark up/ Return / interest expensed
	48516
	56418
	60823
	68370
	59941

	Net mark up / interest income
	46810
	43674
	38205
	45804
	53721

	Fee commission, brokerage and exchange income
	12720
	14410
	15394
	15687
	17043

	Capital gain & dividend income
	4096
	6844
	6908
	11103
	15860

	Other income
	2520
	2595
	3268
	3587
	2081

	Non interest income
	19337
	23849
	25570
	30377
	34983

	Gross income
	66147
	67524
	63774
	76181
	88704

	Operating expense
	30255
	35085
	36295
	41703
	42193

	Profit before provision 
	35891
	32438
	27480
	34478
	46511

	Provisions
	9880
	11060
	20401
	12478
	13296

	Pre- tax profit
	26011
	21378
	7078
	22001
	33216

	Taxation
	8406
	6437
	1578
	6973
	13997

	After -tax profit
	17605
	14941
	5500
	15028
	19219

	 
	 
	 
	 
	 
	 

	Assets & Liabilities ( Qualitative View)
	 
	 
	 
	 
	 

	Advance Gross
	592366
	730141
	708015
	728064
	691623

	Non-performing loans
	88161
	92038
	115617
	120841
	127350

	Provision against NPL
	63476
	72142
	89737
	98159
	110766

	Provision General
	3844
	3309
	2858
	3201
	2964

	Total Provision
	67320
	75451
	92595
	101360
	113730

	Net Non performing loans
	20841
	16587
	23021
	19481
	13620

	Earning Assets
	1048215
	1195055
	1240705
	1410336
	1585861

	Average Earning Assets
	997951
	1121635
	1217880
	1325521
	1498099

	Interest bearing liabilities
	953870
	1088065
	1123402
	1271080
	1452984

	Non interest bearing liabilities
	63057
	81482
	85237
	93646
	85026

	Average interest bearing liabilities
	903116
	1020967
	1105734
	1197241
	1362032

	Fixed Deposit
	257376
	235122
	290646
	289070
	330347

	Saving Deposit
	232868
	313013
	313804
	348099
	382224

	Current account Remunerative
	145909
	172554
	164367
	220372
	292943

	Current account Non- Remunerative
	291269
	316049
	332321
	375985
	425523

	 
	 
	 
	 
	 
	 

	Summary of cash flow statement
	 
	 
	 
	 
	 

	cash flow from operating activities
	41345
	59441
	34852
	87023
	348949

	cash flow from Investing activities
	(17630)
	(17626)
	(34606)
	(139725)
	(285273)

	cash flow from Financing activities
	(10127)
	(12643)
	(12952)
	(4251)
	(11684)

	cash & cash equivalent at the beginning of the year
	145295
	158883
	188055
	175349
	118395

	cash & cash equivalent at the end of the year
	158883
	188055
	175349
	118395
	170387


5.10.3 Income statement (6-years)
Table 5.5 6 Years Summary of Financial Position and Performance
	Financial position
	2011
	2012
	2013
	2014
	2015

	 
	 
	 
	 
	 
	 

	Cash and balance with treasury and others banks
	131843
	158757
	158230
	98247
	151191

	Balance with other banks
	28070
	30895
	18389
	12544
	20639

	Lending to financial institutions
	44361
	8281
	51942
	111794
	10639

	Investments- net
	319527
	342965
	396412
	561768
	826247

	Advance- net
	527109
	658654
	620217
	630230
	580094

	Operating fixed assets
	28127
	29714
	34569
	33354
	33301

	Deferred tax assets -net
	7973
	9834
	10969
	98884
	9672

	Other assets
	66470
	77250
	80991
	91839
	80092

	Total Assets
	1153480
	1316349
	1371718
	1549659
	1711874

	 
	 
	 
	 
	 
	 

	Bills payable
	9105
	14368
	13895
	11012
	9172

	Borrowings
	26372
	52158
	23014
	38208
	22385

	Deposits and other account
	2927415
	1037049
	1101845
	1234405
	1431535

	Liabilities against assets subject to Finance lease
	93
	38
	57
	2
	91

	Other liabilities
	54701
	67855
	72243
	83439
	77036

	Total Liabilities
	1017686
	1171468
	1211054
	1367066
	1540219

	 
	 
	 
	 
	 
	 

	Net Assets ( Represented by as below )
	135794
	144811
	160664
	182593
	171655

	Paid up Share capital
	16818
	18500
	21275
	21275
	21275

	Reserves
	26207
	30305
	33537
	32996
	45202

	Unappropriated profit
	69706
	59332
	49734
	59752
	52725

	Non- controlling interest
	495
	91
	821
	717
	722

	Equity 
	113226
	108929
	105367
	114740
	119924

	Surplus on revaluation of assets
	22568
	35952
	55297
	67853
	51731

	Shareholder Equity
	135794
	144881
	160664
	182593
	171655

	 
	 
	 
	 
	 
	 

	Financial Performance
	 
	 
	 
	 
	 

	Mark up/ Return / interest earned
	95690
	101126
	100192
	115252
	114386

	Mark up/ Return / interest expensed
	48517
	56552
	60894
	68462
	59999

	Net mark up / interest income
	47173
	44573
	39298
	46790
	54387

	Fee commission, brokerage and exchange income
	13145
	14941
	16273
	16572
	18254

	Capital gain & dividend income
	3985
	5300
	6548
	10737
	14990

	Share of profit from joint venture- net of tax
	32
	95
	438
	302
	560

	Share of loss from associates- net of tax
	84
	1856
	-592
	-1060
	-923

	Other income
	25202
	2613
	3284
	3754
	2117

	Non interest income
	19748
	24805
	25952
	30305
	35104

	Gross income
	66922
	69378
	622580
	77094
	89491

	Operating expense ( Non Mark up/ Interest Expense)
	30899
	36082
	37701
	43255
	43794

	Profit before provision 
	36023
	33296
	27548
	33839
	45591

	Provisions
	9913
	11112
	20520
	10703
	11419

	Pre- tax profit
	26110
	22184
	7029
	23136
	34173

	Taxation
	8407
	6519
	1722
	7065
	14096

	After -tax profit
	17703
	15665
	5307
	16071
	20077
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5.10.4 Ratio analysis

Ratio analysis enables the analyst to compare items on a single financial statement or to examine the relationships between items on two financial statements. After calculating ratios for each year's financial data, the analyst can then examine trends for the company across years. Since ratios adjust for size, using this analytical tool facilitates inter company as they as inter company comparisons. Ratios are often classified using the following terms: profitability ratios (also known as operating ratios), liquidity ratios, and solvency ratios. Profitability ratios are gauges of the company's operating success for a given period of time. Liquidity ratios are measures of the short-term ability of the company to pay its debts when they come due and to meet unexpected needs for cash. Solvency ratios indicate the ability of the company to meet its long-term obligations on a continuing basis and thus to survive over a long period of time.  Financial ratios allow for comparison:
Table 5.7 Key Financial Indicators (Current Ratio)
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	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Current Ratio
	 1.13 
	 1.12 
	 1.13 
	1.13 
	 1.11 


Current ratio is about at the same stage over the whole period.

Table 5.8 Key Financial Indicators (Quick Ratio)
= Cash + Marketable Securities + Accounts Receivable) / Current Liabilities
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Quick Ratio
	            0.17 
	                0.14 
	                 0.17 
	                 0.15 
	               0.11 


Quick ratio decreased over the period. 

Table 5.9 Key Financial Indicators (Debt to net worth)
Debt - Equity Ratio = Total Liabilities / Shareholders' Equity
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Debt to Net-worth
	             7.67 
	           8.36 
	             7.73 
	         7.65 
	       9.14 


Debt to net worth has increased which is good healthy sign.

Table 5.10 Key Financial Indicators (Advance (gross) to Deposits)
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	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Advance (gross) to Deposits
	63.9%
	70.4%
	64.3%
	59.0%
	48.3%


Ration of advances to deposits has gradually decreased over a period of six years as above ranging from 70.4% highest in the year 2012 to that of lowest in the year 2015 i.e 48.3% which is mainly due to increase in rate of mark up in comparison with other Banks and demand of borrowing by the clients.
Table 5.12 Key Financial Indicators (Cost to Income)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Cost to Income
	45.7%
	52.0%
	56.9%
	54.7%
	47.6%


Cost to Income Ratio is therefore the Operating Expenses divided by the Operating Income.
During the year 2013 & 2014, cost to income was more than 50% of profits which was reduced to 47.6% in the year 2015 which is good healthy sign for the institution and it must continue on cutting its cost, so as to increase profits.
Table 5.13 Key Financial Indicators (Earning Assets to Total Assets)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Earning Assets to Total Assets
	91.2%
	91.3%
	90.9%
	91.4%
	92.9%
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Earning assets to total assets ration remained fluctuated over and above 90% of total assets which means most of its assets are continuing towards profit and it is very good sign for an organization that its most of the assets are bring profits.
Table 5.14 Key Financial Indicators (Investment to Deposits)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Investment to Deposits
	34.5%
	33.1%
	36.1%
	45.5%
	57.7%
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Investment ratio against deposits was noticed at its peak during the year 2015 against previous six years with significant difference which is very healthy sign for an institution that maximum portion of its deposits are in yielding position. The better the ratio, the better the financial health.
Table 5.15 Key Financial Indicators (Loan to Assets)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Loan to Assets
	45.7%
	50.0%
	45.1%
	40.6%
	33.9%


Total Loans/ Total Assets
Loans remained upto 50% of total assets during the year 2012 with fluctuation over the whole period. However, all the times, the loans constituted major portion of its assets which is good sign. But it needs to be focused to make them healthy portfolio.
Table 5.16 Key Financial Indicators (Non Mark-up Income to Total Net Mark-up Income)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Non Mark-up Income to Total Net Mark-up Income
	20.3%
	23.8%
	25.8%
	26.6%
	30.8%


Total Non Mark up Income / Total net Income

The share Non mark up income (which includes incomes earned on rendering services like collection of utility bills, issuance of demand drafts, telegraphic transfers etc) is very low though it is at its peak during the year 2015. yet bank needs to focus on its non mark up income by making better quality services. However, on factor in low income from non mark up is cheap services rate by the NBP in comparison with other Banks.
Table 5.17 Key Financial Indicators (Non Mark-up Income to Total Income (pre-Prov))
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Non Mark-up Income to Total Income (pre-Prov)
	29.2%
	35.3%
	40.1%
	39.9%
	39.4%


Non mark up income before provision is increasing over the years and is good healthy sign for the banking institution which needs to be even more increased by reducing provision.

Table 5.18 Key Financial Indicators (Non Earning Asset to Total Assets)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Non Earning Asset to Total Assets
	8.8%
	8.7%
	9.1%
	8.6%
	7.1%


Non Earning Asset  / Total Assets
Bank has significantly reduced its non earning assets over the time which are now at its lowest which means that maximum of the assets of the bank are earning business and yielding profits for the bank. Theses assets they are though once at its peak during the year 2013 but again reduced which is very good and shows vigilant eye of the top management.
Table 5.19 Key Financial Indicators (Non-Interest Bearing Liabilities to Total Liabilities)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Non Interest Bearing Liabilities to Total Liabilities 
	6.2%
	7.0%
	7.1%
	6.9%
	5.5%


Non Interest Bearing Liabilities  / Total Liabilities
Non interest bearing liabilities with the bank are very low at its extreme low which is not good sign as Bank as to pay interest on its maximum of liabilities thus resulting into lowering of profit by increased cost of liabilities. Bank should try to fetch more non-interest bearing liabilities in the shape of current deposits so as to increase profits.
Table 5.20 Key Financial Indicators (NPL Coverage)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	NPL Coverage
	76.4%
	82.0%
	80.1%
	83.9%
	89.3%


Pretax income + loan loss provision) / net charge-offs.

Coverage of NPLs by provisions is at its maximum, means that NPLs can be covered by provisioning from income upto the extent of their 89.3% which is good sign that Bank is in a position to cover its NPLs from its assets.
Table 5.21 Key Financial Indicators (Net Non performing Loan)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Net Non performing Loan
	4.7%
	3.0%
	4.2%
	3.6%
	2.9%


NPLs (non performing loans) require provisioning from profits against them which reduces profits directly. Bank has reduced NPLs significantly to a very reduced ration of  2.9% while even State Bank of Pakistan maximum allowed limit for NPLs is 10%.   It means that NBP is doing its best efforts by reducing NPls and provisioning against them, resulting into direct increase of profits and a healthy loan portfolio.
Table 5.22 Key Financial Indicators (Operating expense to gross income ratio)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Operating expense to gross income ratio
	31.7%
	35.1%
	36.7%
	36.5%
	37.1%


Operating expense / Gross income
Operating expenses have increased with the passage of time over the period under discussion which is mainly due to hike in prices of all the commodity items like fuel, electricity, repair etc. Though there is not very huge increase, yet it needs to be focused to reduce them so as to maximize profits.
Table 5.23 Key Financial Indicators (Pre-tax profit to gross income)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Pre-tax profit to gross income
	39.3%
	31.7%
	11.1%
	28.9%
	37.4%


Pre-tax profit / gross income

Ratio of pre tax profit to gross income is fluctuating over the period and even less than 2010. Management needs to focus on this aspect so as to increase this ratio to the maximum or atleast at par with that of its own achievement during the year 2010.
Table 5.24 Key Financial Indicators (Provision for the year to interest income)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Provision for the year to interest income
	10.4%
	11.0%
	20.6%
	10.9%
	11.7%


Provision held / total interest income
Provisioning against bad loans and NPLs is 11.7% against reduced ratio of NPLs, it is not desirable at all, Management should take necessary steps for liquidization of Banks dues.
Table 5.25 Key Financial Indicators (Total provision to advances-Gross)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Total provision to advances-Gross
	11.4%
	10.3%
	13.1%
	13.9%
	16.4%


Total provision / advances-Gross
Provisioning against bad loans and NPLs is 16.4% against reduced ratio of NPLs and is at the top of aforementioned period, it is not desirable at all, Management should take necessary steps for liquidization of Banks dues.
Table 5.26 Key Financial Indicators (Return on average assets (ROA))
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Return on average assets (ROA)
	1.6%
	1.2%
	0.4%
	1.0%
	1.2%
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Return of assets is also fluctuating from 0.4% to that of 1.8% with 1.2% in the year 2015. Financial controllers should take view of this situation for improvement.
Table 5.27 Key Financial Indicators (Pre-tax return on average equity)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Pre-tax return on average equity 
	24.3%
	19.9%
	45.0%
	20.8%
	29.3%


Pre-tax return / average equity
Pre tax return on equity is also not very good when compared with the year 2013. More concerted efforts are required to improve this situation to atleast the level of year 2013.
Table 5.28 Key Financial Indicators (After-tax return on average equity (ROE))
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	After-tax return on average equity (ROE)
	16.4%
	13.9%
	5.4%
	14.3%
	17.0%


After-tax return / average equity (ROE)
Return of assets is also fluctuating from 0.5% to that of 17.7% with 17.0% in the year 2015. Financial controllers should take view of this situation for improvement.
Table 5.29 Key Financial Indicators (Return on capital employed (ROCE))
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Return on capital employed (ROCE)
	15.9%
	14.3%
	5.5%
	13.6%
	16.6%
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Return of assets is also fluctuating, still there are huge chances of betterment and they must have to improve the position.
Table 5.30 Key Financial Indicators (Spread to interest income)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Spread to interest income
	49.1%
	43.6%
	38.6%
	40.1%
	47.3%
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Position is wandering in between 38.6% to 48.9% with 47.3% during the year 2015. There are huge avenues of improvement and it must be focused to improve the position in coming years.
Table 5.31 Key Financial Indicators (Break up value per share)
	Key Financial Indicators
	2011
	2012
	2013
	2014
	2015

	Break up value per share
	62.35%
	65.80%
	73.46%
	83.82%
	79.13%


Position is wandering in between 60.40% to 83.82% with reduced value of 79.13% as on 31-12-2015. There are huge avenues of improvement and it must be focused to improve the position in coming years.
5.10.5 Horizontal analysis of Balance sheet & income statement alongwith horizontal analysis
Vertical Analysis Overview

Vertical analysis is the proportional analysis of a financial statement, where each line item on a financial statement is listed as a percentage of another item. Typically, this means that every line item on an income statement is stated as a percentage of gross sales, while every line item on a balance sheet is stated as a percentage of total assets.

The most common use of vertical analysis is within a financial statement for a single time period, so that one can see the relative proportions of account balances. Vertical analysis is also useful for timeline analysis, to see relative changes in accounts over time, such as on a comparative basis over a five-year period. For example, if the cost of goods sold has a history of being 40% of sales in each of the past four years, then a new percentage of 48% would be a cause for alarm.
Horizontal Analysis Overview

Horizontal analysis is the comparison of historical financial information over a series of reporting periods, or of the ratios derived from this financial information. The intent is to see if any numbers are unusually high or low in comparison to the information for bracketing periods, which may then trigger a detailed investigation of the reason for the difference. The analysis is most commonly a simple grouping of information that is sorted by period, but the numbers in each succeeding period can also be expressed as a percentage of the amount in the baseline year, with the baseline amount being listed as 100%.

A common problem with horizontal analysis is that the aggregation of information in the financial statements may have changed over time, due to ongoing changes in the chart of accounts, so that revenues, expenses, assets, or liabilities may shift between different accounts and therefore appear to cause variances when comparing account balances from one period to the next.

When conducting a horizontal analysis, it is useful to conduct the analysis for all of the financial statements at the same time, so that you can see the complete impact of operational results on a company's financial condition over the review period. For example, in the two examples below, the income statement analysis shows a company having an excellent second year, but the related balance sheet analysis shows that it is having trouble funding growth, given the decline in cash, increase in accounts payable, and increase in debt.

5.11 Financial Performance – 2015
Table 5.32 5- Years Vertical Analysis
	5 YEARS VERTICAL ANALYSIS

	 
	2011
	 
	2012
	 
	2013
	 
	2014
	 
	2015
	 

	Assets
	Rs in Million 
	%age
	Rs in Million 
	%age
	Rs in Million 
	%age
	Rs in Million 
	%age
	Rs in Million 
	%age

	Cash and balance with treasury banks
	131676
	11%
	158333
	10%
	157930
	12%
	97972
	6%
	150900
	10%

	Balance with other banks
	27582
	2%
	30222
	2%
	17458
	1%
	12108
	1%
	20128
	1%

	Lending to financial institutions
	44380
	4%
	8273
	3%
	51939
	4%
	111789
	7%
	10639
	1%

	Investments- net
	319531
	28%
	343538
	24%
	397959
	29%
	561764
	36%
	826302
	54%

	Advance- net
	525046
	46%
	654690
	40%
	615420
	45%
	626704
	41%
	577893
	37%

	Operating fixed assets
	27454
	2%
	27950
	2%
	32702
	2%
	31796
	2%
	31936
	2%

	Deferred tax assets -net
	7935
	1%
	9848
	1%
	10955
	1%
	9878
	1%
	9669
	1%

	Other assets
	65973
	6%
	76675
	18%
	80564
	6%
	91045
	6%
	78895
	5%

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Liabilities
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Bills payable
	9105
	1%
	14368
	1%
	13895
	1%
	11012
	1%
	9172
	1%

	Borrowings
	26372
	2%
	51297
	2%
	22239
	2%
	37541
	2%
	21911
	1%

	Deposits and other account
	927421
	81%
	1036739
	71%
	1101139
	81%
	1233525
	80%
	1431037
	84%

	Sub ordinate loans
	0
	0%
	0
	0%
	0
	0%
	0
	0%
	0
	0%

	Liabilities against assets subject to Finance lease
	76
	0%
	30
	0%
	24
	0%
	13
	0%
	36
	0%

	Deferred tax liabilities
	0
	0%
	0
	0%
	0
	0%
	0
	0%
	0
	0%

	Other liabilities
	53952
	5%
	67115
	4%
	71343
	5%
	82634
	5%
	75855
	4%

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Net Assets 
	132651
	12%
	139981
	10%
	156287
	11%
	178329
	12%
	168351
	10%

	Share capital
	16818
	1%
	18500
	1%
	21275
	2%
	21275
	1%
	21275
	1%

	Reserves
	25343
	2%
	28819
	2%
	31539
	2%
	32074
	2%
	45581
	3%

	Unappropriated profit
	68359
	6%
	57419
	5%
	48046
	4%
	57007
	4%
	49156
	3%

	Equity 
	110520
	10%
	104737
	8%
	100860
	7%
	110356
	7%
	116011
	7%

	Surplus on revaluation of assets
	22131
	2%
	35243
	2%
	55427
	4%
	67973
	4%
	52340
	3%

	Total
	132651
	12%
	139981
	10%
	156287
	11%
	178329
	12%
	168351
	10%

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Profitability
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Mark up/ Return / interest earned
	95325
	100%
	100092
	95%
	99028
	100%
	114174
	100%
	113662
	100%

	Mark up/ Return / interest expensed
	48516
	51%
	56418
	48%
	60823
	61%
	68370
	60%
	59941
	53%

	Fee commission, brokerage and exchange income
	12720
	13%
	14410
	13%
	15394
	16%
	15687
	14%
	17043
	15%

	Capital gain & dividend income
	4096
	4%
	6844
	4%
	6908
	7%
	11103
	10%
	15860
	14%

	Other income
	2520
	3%
	2595
	3%
	3268
	3%
	3587
	3%
	2081
	2%

	Operating expense ( Non Mark up/ Interest Expense)
	30255
	32%
	35085
	30%
	36295
	37%
	41703
	37%
	42193
	37%

	Profit before provision 
	35891
	38%
	32438
	36%
	27480
	28%
	34478
	30%
	46511
	41%

	Provisions
	9880
	10%
	11060
	10%
	20401
	21%
	12478
	11%
	13296
	12%

	Taxation
	8406
	9%
	6437
	8%
	1578
	2%
	6973
	6%
	13997
	12%


	5 YEARS HORIZONTAL ANALYSIS

	 
	2011
	11 Vs 10
	2012
	12 Vs 1
	2013
	13 Vs 12
	204
	14 Vs 13
	2015
	15 Vs 14

	Assets
	Rs in Million 
	%age
	Rs in Million 
	%age
	Rs in Million 
	%age
	Rs in Million 
	%age
	Rs in Million 
	%age

	Cash and balance with teasury banks
	131676
	11%
	158333
	10%
	157930
	12%
	97972
	6%
	150900
	10%

	Balance with other banks
	27582
	2%
	30222
	2%
	17458
	1%
	12108
	1%
	20128
	1%

	Lending to financial institutions
	44380
	4%
	8273
	3%
	51939
	4%
	111789
	7%
	10639
	1%

	Investments- net
	319531
	28%
	343538
	24%
	397959
	29%
	561764
	36%
	826302
	54%

	Advance- net
	525046
	46%
	654690
	40%
	615420
	45%
	626704
	41%
	577893
	37%

	Operating fixed assets
	27454
	2%
	27950
	2%
	32702
	2%
	31796
	2%
	31936
	2%

	Deferred tax assets -net
	7935
	1%
	9848
	1%
	10955
	1%
	9878
	1%
	9669
	1%

	Other assets
	65973
	6%
	76675
	5%
	80564
	6%
	91045
	6%
	78895
	5%

	Total Assets
	1149578
	100%
	1309528
	88%
	1364926
	100%
	1543054
	100%
	1706361
	100%

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Liabilities
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Bills payable
	9105
	1%
	14368
	1%
	13895
	1%
	11012
	1%
	9172
	1%

	Borrowings
	26372
	2%
	51297
	2%
	22239
	2%
	37541
	2%
	21911
	1%

	Deposits and other account
	927421
	81%
	1036739
	71%
	110139
	81%
	1233525
	80%
	1431037
	84%

	Sub ordinated loans
	0
	0%
	0
	0%
	0
	0%
	0
	0%
	0
	0%

	Liabilities against assets subject to Finance lease
	76
	0%
	30
	0%
	24
	0%
	13
	0%
	36
	0%

	Deferred tax liabilities
	0
	0%
	0
	0%
	0
	0%
	0
	0%
	0
	0%

	Other liabilities
	53952
	5%
	67115
	4%
	71343
	5%
	82634
	5%
	75855
	4%

	Total Liabilities
	1016926
	88%
	1169548
	78%
	1208639
	89%
	1364725
	88%
	1538010
	90%

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Net Assets 
	132651
	12%
	13981
	10%
	156287
	11%
	178329
	12%
	168351
	10%

	Share captial
	16818
	1%
	18500
	1%
	21275
	2%
	21275
	1%
	21275
	1%

	Reserves
	25343
	2%
	28819
	2%
	31539
	2%
	32074
	2%
	45581
	3%

	Unappropriated profit
	68359
	6%
	57419
	5%
	48046
	4%
	57007
	4%
	49156
	3%

	Equity 
	110520
	10%
	104737
	8%
	100860
	7%
	110356
	7%
	116011
	7%

	Surplus onrevaluation of assets
	22131
	2%
	35243
	2%
	55427
	4%
	69973
	4%
	52340
	3%

	Total
	132651
	12%
	139981
	10%
	156287
	11%
	178329
	12%
	168351
	10%

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Profitability
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Mark up/ Return / interest earned
	95325
	100%
	100092
	95%
	99028
	100%
	114174
	100%
	113662
	100%

	Mark up/ Return / interest expensed
	48516
	51%
	56418
	48%
	60823
	61%
	68370
	60%
	59941
	53%

	Net mark up / interest income
	46810
	49%
	43674
	47%
	38205
	39%
	45804
	40%
	53721
	47%

	Fee commission, brokerage and exchange income
	12720
	13%
	14410
	13%
	15394
	16%
	15687
	14%
	17043
	15%

	Capital gain & dividend income
	4096
	4%
	6844
	4%
	6908
	7%
	11103
	10%
	15860
	14%

	Other income
	2520
	3%
	2595
	3%
	3268
	3%
	3587
	3%
	2081
	2%

	Non interest income
	19337
	20%
	23849
	19%
	25570
	26%
	30377
	27%
	34983
	31%

	Gross income
	66147
	69%
	67524
	66%
	63774
	64%
	76181
	67%
	88704
	78%

	Operating expense ( Non Mark up/ Interest Expense)
	30255
	32%
	35085
	30%
	36295
	37%
	41703
	37%
	42193
	37%

	Profit before provision 
	3591
	38%
	32438
	36%
	27480
	28%
	34478
	30%
	46511
	14%

	Provisions
	9880
	10%
	11060
	10%
	20401
	21%
	12478
	11%
	13296
	12%

	Pre- tax profit
	26011
	27%
	21378
	26%
	7078
	7%
	22001
	19%
	33216
	29%

	Taxation
	8406
	9%
	6437
	8%
	1578
	2%
	6973
	6%
	13997
	12%

	After -tax profit
	17605
	18%
	14941
	18%
	5500
	6%
	15028
	13%
	19219
	17%


The commitment and resolve demonstrated by their people has efficiently materialized the opportunities arising out of the improving economic condition for maximizing their shareholders’ value and fulfilling their social responsibilities as a corporate entity. They effectively continued their efforts for enhancing profitability while keeping their risks they balanced.

5.11.1 Profitability

They achieved an exponential 51% growth in profit before tax for the year as it increased by Rs. 11.2 billion from Rs. 22.0 billion for the year 2014 to Rs. 33.2 billion for the year 2015. This is a complete turnaround from year 2013; and is higher by 368%. The increase in profit before tax is mainly derived through 20.7% growth in core net interest/ mark-up income, and 18.1% growth in non interest/mark-up income. To mitigate the impact of the policy rate cut, they managed their earning assets portfolio mix in an optimum manner. Non-performing loans secured through the GoP guarantee continue to remain a big drag on their profitability, and have adversely impacted their interest income to a significant extent. They are making unrelenting efforts by raising the issue at appropriate platform and approaching the concerned authorities for recovery of overdue amounts.

They managed to reduce the mark-up expense by 12.3% despite 16.0% increase in deposits. While reduction in profit rates was the key driver, this was complemented through generating non-remunerative as they as low cost deposits. By improving cost of funds, they managed to increase their net interest / mark-up income. Net provisions against non-performing loans reduced marginally by 3.2% from Rs. 11.0 billion for the year 2014 to Rs. 10.6 billion for the year 2015. This year too, they they are able to realize sizeable reversals of Rs. 4.9 billion in specific provisions against certain non-performing loans through recoveries and declassifications. However, some large accretions to non-performing loans, mainly pertaining to the public sector, and downgrading of some large advances significantly diluted the impact of reversals in provisioning. With 45.5% contribution towards the Bank’s total income, non interest / mark-up income reflected 15.2% YoY growth as it increased by Rs. 4.6 billion to Rs. 35.0 billion, compared to Rs. 30.4 billion for the year 2014. Continuing with their impressive trend of achievements set in year 2014, this year too they recorded substantial gains through money and capital market transactions by booking capital gain of Rs. 12.6 billion on sale & redemption of securities. This is 43.6% higher against Rs. 8.8 billion for the year 2014. 

Fee & commission income amounting to Rs. 12.4 billion constitutes 34.4% of the non-interest / mark-up income. It is worth noticing that the adverse impact of the decline in POL prices on the trade business income was offset through a volumetric growth achieved in the trade business. The other significant contributor to this income band was income from dealing in foreign currencies followed by dividend income with respective contribution of Rs. 4.7 billion (30.9% up) and Rs. 3.3 billion (49.2% up). Other income reduced from Rs. 3.6 billion in year 2014 to Rs. 2.1 billion in the year 2015. 

The decline was mainly due to reduction in compensation on tax refunds to 6M Kibor+0.5% from the earlier 15% as announced in the last year’s Federal Budget. Non interest / mark-up expense marginally increased by 1.3% to Rs. 43.7 billion against Rs. 43.1 billion for the year 2014. 

During the year 2015, they achieved considerable improvements in execution of business activities, thus substantially reducing certain undesired costs. Administrative expenses amount of Rs. 42.1 billion increased only by 5.4% against the previous year’s Rs. 40.0 billion. Among these, salaries and allowances constitute 57.1% as the same increased by 2.9% from Rs. 23.4 billion in 2014 to Rs. 24.1 billion for the year 2015. As they increase their branch network, improve workplace conditions and enhance the brand image, rent & utilities, repairs & maintenance and advertisement expenses increased respectively by 23.1%, 21.2% and 106.0% over the year 2014. Increase in all other costs remained in line with the inflation. In totality, their cost to income ratio stands improved from the previous year’s 54.7% in 2014 to 47.6% for the year 2015.

This year their value addition to the national exchequer through the current year income tax was Rs. 14 billion compared to Rs. 6.9 billion in the previous year. After adjustment for taxes, their Bank’s profit after tax increased by 27.9% to Rs. 19.2 billion compared to Rs. 15.0 billion for the year ending December 31, 2014. Due to budgetary changes, the Bank recorded prior year’s tax charge of Rs 2.3 billion, thus diluting the reflection of growth in pre-tax profit into after-tax profit. 

Their teamwork has cumulatively translated into 27.9% higher basic and diluted earnings per share of Rs. 9.03 compared to Rs. 7.06 for year 2014. Pre-tax and after-tax return on equity stands at 29.4% and 17.0% respectively, whereas pre-tax and after-tax return on assets stand at 2.0% and 1.2% respectively.

5.11.2 Financial Position – 2015

· Assets

Total assets of their Bank grew evenly throughout the year and stand substantially increasing by 10.6% at Rs. 1,706.4 billion, compared to Rs. 1,543.0 billion as of December 31, 2014. Their investments increased to Rs. 826.3 billion. Approximately 92.7% (2014:88.7%) of their investment is placed in risk free government securities. 

Net advances recorded a marginal fall of 7.8% and stand at Rs. 577.9 billion. The reduction in net advances is mostly attributed to conversion of certain loans into Term Finance Certificates, some large repayments, lower commodity prices and a provision charge of Rs. 10.6 billion for the year 2015. 

With a balance of Rs. 549 billion, net advances payable within Pak Rupee constitute 95% of the net advances. While the net NPL ratio improved from 3.6% at December 31, 2014 to 2.9% as at December 31, 2015, the provision coverage improved to 87.0% as on December 31, 2015 from 81.2% of last year.

· Liabilities

The liability side was also they managed during the year. Their borrowings reduced by 41.6% from Rs. 37.5 billion as of December 31, 2014 to Rs. 21.9 billion as of December 31, 2015. This was mostly on account of reduction in SBP financed lending. Total deposits grew 16.0% from Rs. 1,233.5 billion as of December 31, 2014 to Rs 1,431.0 billion as of December 31, 2015. Their deposit growth is higher than the banking sector’s growth. Deposits in the local currency  83.8% of the total deposits. They achieved a growth in low cost current and savings deposits. Savings deposits amount to Rs. 382.2 billion, 9.8% higher from Rs. 348.1 billion as of December 31, 2014; while current deposits increased by 13.8% to Rs. 608.8 billion. As they endive there to improve their cost of funds, they achieved a 13.2% growth in non-remunerative deposits during the year that increased to Rs. 425.5 billion. Non-remunerative current deposits now contribute 29.8% to the total deposits.

· Earnings Per Share

The basic and diluted after tax earnings per share for the year 2015 is Rs. 9.03.Events after the Balance Sheet Date. There have not been any material events that occurred subsequent to the date of the Balance Sheet that require adjustments to the enclosed financial statements, except those which have already been made or disclosed.

· Change in the Board of Directors

They are pleased to welcome Mir Balakh Sher Marri and Mr. A. Akbar Sharifzada on the Board of National Bank of Pakistan and are confident that the Bank will benefit immensely from their rich experience and enlightened leadership. They also would like to express their sincere gratitude to Mr. Shahid Aziz Siddiqui and Mr. Rana Asad Amin, the outgoing directors of the Bank. Their contribution and support towards the Bank’s progress is duly recognized.

· Appointment of Auditors

The Board of Directors, on the recommendation of the Board Audit Committee, has recommended M/s Grant Thornton Anjum Rahman & Co. Chartered Accountants and M/s Ernst & Young Ford Rhodes Sidat Hyder Chartered Accountants to be the external auditors of the Bank for the year ending December 31, 2016, in place of retiring auditors M/s KPMG Taseer Hadi & Co., Chartered Accountants and M/s Ernst & Young Ford Rhodes Sidat Hyder Chartered Accountants at the fee being paid to the retiring auditors, subject to approval by the shareholders at the Annual General Meeting. Both the firms are eligible and have offered themselves for appointment.
6 Future Prospects of the Organization

Year 2016 will be a year of new opportunities and challenges for NBP as they as the banking industry. Their goals for the year include maintaining leadership position, market penetration for greater financial inclusion, strengthening compliance and controls, partnering economic development in the country, investment in their people, adopting the best practices and modern-day banking, focusing on improving asset quality, maximising value for shareholders, improving delivery channels & customer services. NBP corporate lending for next year is to tap in on the increasing LSM growth. It will also follow a growth strategy with increased lending in prospective sectors, with growth potential, offering enhancement to existing good  and booking fresh relationships. NBP is all set to capitalize on the CPEC opportunities, and is setting up a China and Far East Trade Desk on a fast-track basis.To tap in on the growing home remittance business and to promote increase in CASA deposits, NBP plans to launch new remittance products such as the Current account version of “NBP Foree Remittance” and “Easy Remittance Account”. Strengthening customer loyalty through joint marketing plans with Theystern Union (WU) and renegotiation of contract with WU so as to incorporate “Credit to Account” facility. In order to compensate the reduction in commission allowed by the counterparts, the Bank will target growth in remittance volume business. NBP, during 2015, has introduced specialized products for various agriculture sub-segments; including dairy, horticulture, tunnel farming, mechanization, irrigation development, etc. Besides, the Bank plans to introduce value chain contract farmer financing and micro / small agri-farmers loans, financing to rural agri-based businesses. NBP will leverage its largest rural network to capitalize on these initiatives, tapping the prospective growth in agriculture. 

Cognizant of the growth in Islamic Banking, NBP is continuously expanding its Islamic Banking Branch network and plans to be among the top Islamic banking windows of conventional banks with respect to branches and deposits by the end of 2016. They are also working on a plan to establish a subsidiary Islamic bank in Pakistan.

The Bank has undertaken a number of plans in the areas of information technology upgradation, with major projects like expansion of the ATM network (further 500 machines are planned to be installed during 2016), and branchless banking. 

They intend to open new ATM facilitation centres for pensioners and utility bills’ collection through biometric verification. Trade finance and home remittance business will be increased through targeting new customers and products. NBP will continue to invest in enriching its human capital capacity-building by acquiring talent and continued training. 

Efforts will be also made to improve ‘expense management’ and achieve greater operational efficiency. Greater emphasis is being placed on improving internal controls and regulatory compliance.

6.1 sWeaknesses

· The National Bank of Pakistan’s Advance salary, which has long been the flag-ship product for NBP, is replete with charges of corruption, default and inefficiency.

· The National Bank of Pakistan’s huge number of  is untraceable or correct whereabouts are not known.

· The housing finance product of NBP lacks proper infrastructure including database support even after five years of post launch history. The similar products launched by other commercial banks are much smaller in size are running on they-articulated systems and are backed by proper policies and guidelines. The NBP product, despite boasting a sizeable portfolio built around some reckless selling, is mostly infected.

· The NBP Karobar scheme is designed around President’s Rozgar scheme. The scheme which had all the potential to become a landmark was so badly mishandled by National Bank of Pakistan.

· The Quality of infrastructure added by National Bank of Pakistan during the last few years is quite substandard as compared to that of peer banks.

· In NBP’s five year strategic plan 2007-2011 approved by board of directors does not address any serious thinking on

· Productivity improvement and benchmarking with the competition.

· Development required for serving major sectors of the economy.

· Infrastructure to support planned growth and vision.

· Inducting and leveraging specialized human capital.

· Bringing the institution on international banking landscape in the coming five years, not to speak of the seven years which the current management has already served.  

· As for as public interest is concerned there they are no service standards benchmarks and guidelines available in NBP. There they are only old documents that they are crafted at least a decade or more back.

· Due to poor planning the bank had book losses of over 1.2 billion rupees in the Karobar Scheme.

· The National Bank of Pakistan’s outsourced employees (2350) was obtained from a single serve. Most of these are performing the core function of the bank outside their assigned duties without any training and supervision.

· The National Bank of Pakistan is incurred large expenses in running those branches, which are not producing any income. 

· The up gradation of human resource is very slow in NBP. The branches of NBP have less number of employees as their requirements. The concept of “One Man Show” is adopted in many branches to save salary expenditure; even most of the branches use their security guards for various tasks. The one reason for this is that the senior management is able to decrease salary expenditure of the bank, which result an increase in the net profit. For their performance they received handsome amounts of bonus. But in long run it has a negative effect on bank’s productivity. 

· The pension’s distribution service or payments to EOBI beneficiaries, utility payments; workers remittances are occupied lowest priority level.

· In NBP Karobar scheme the product selected by the NBP is of inferior quality and develops faults in the first few months of delivery. 

6.2 Conclusions

10. The National Bank of Pakistan plays a key role in the strategic national development. The bank has historically been the financial arm of the government and has enjoyed the blessings of state support in the form of huge public sector funds and deposits.

11. In contract to other banks populating the FSI sector, NBP is mandated to uphold public interest. It is critical too as all other banks and NBFIs in public sector have been closed down or merged with NBP.

12. In contract to other banks populating the FSI sector, NBP is mandated to uphold public interest. It is critical too as all other banks and NBFIs in public sector have been closed down or merged with NBP.

13. The current management of National Bank of Pakistan was hired purely for their international experience, business orientation to turn around a purely public institution into a sustainable and commercially viable bank serving public interest along the lines of a large modern commercial bank.

14. The National Bank of Pakistan has effective budgeting system in place. Annual budget of the bank is approved by the Board and monthly comparisons of actual results with the budget are prepared and reviewed by the senior management. 

15. The National Bank of Pakistan has a comprehensive framework of written policies and procedures on all major areas of operations such as Credit, Treasury Operations, Finance, Internal audit and Compliance approved by the Board. 

16. The National Bank of Pakistan provides sustainable financing for growth of industries of critical national importance such as energy, education, healthcare, transport, shipping, Research & development. 

6.3 Recommendations

· The National bank of Pakistan should be fully prepared in its management of financial crises and its business continuity planning, within the standing committee framework, and should work with others to strengthen national crises management preparations.

· The bank should improve the quality of training of its employees and the integrity, controls and efficiency of its systems, processes and financial reporting.

· The bank should improve its recruitment, retention and development and to reform the Bank’s pension scheme.

· The bank should renegotiate the Bank’s long term financial framework and to overhaul the Bank’s financial system.

· The Bank should improve IT capability in the analytical areas and to develop a medium term strategy for banking and market operations. 

· NBP, being the only lending arm to the government for public sector development should design, develop and deliver product and services for economic growth.

· The bank should provide support to the Micro, Small and Medium enterprises thereby reducing unemployment and helping to create a more equitable distribution of wealth.

· The NBP should adopt modern banking tools and techniques. Quality leadership, clear vision, investment in IT infrastructure and human resource development.

· The bank should develop software for pension disbursement. 

· As for as Islamic Banking environment is concerned the management and employees of NBP should work together for basic research for discovering their own laws, developing theories or concepts for the better direction of their own business environment according to Quran & Sunnah.

· The branches should reduce its large expenses in order to increase the value of the bank.

· The NBP should strengthen incentives and accelerate a results-oriented training and communications programs for management and staff.

· The National Bank of Pakistan should implement a financial inclusion program to meet the needs of underserved economic subsectors, including outreach programs to meet the requirements of the agriculture, housing, SME and microfinance sectors.

The National Bank of Pakistan should introduce a framework for consolidated supervision and reorganize the regulatory architecture to allow better regulation and supervision of financial control division of bank.
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