PROFIT PLANNING AND CONTROL OF STANDARD
CHARTERED BANK NEPAL LIMITED (SCBNL)

A THESIS

Submitted By:
Damodar Paudel

Shanker Dev Campus
T.U Regd. No.:7-2-54-974-2006
Campus Roll No.: 488/066

Submitted To:
Office of the Dean
Faculty of Management
Tribhuvan University

In Partial Fulfillment of the requirements for the Degree of
Master of Business Studies (M.B.S.)

Kathmandu, Nepal
December, 2013



RECOMMENDATION

This is to certify that the Thesis.

Submitted By:
DAMODAR POUDEL

Entitled:

PROFIT PLANNING AND CONTROL OF STANDARD
CHARTERED BANK NEPAL LIMITED (SCBNL)

has been prepared as approved by this Departmére prescribed format of the Faculty of

Management. Thesis is forwarded for examination.

Prof. Dr. Kamal Deep Dhakal  Prof Dr.Kamal pdzhakal Asso. Prof.Prakash Singh Pradhan

(Thesis Supervisor) (Head of Research Department) (Campus Chief)

Joginder Goet

(Thesis Supervisor)



VIVA- VOCE SHEET

We have conducted the viva- voce examination otfhibsis

by:
DAMODAR POUDEL

Entitled:
PROFIT PLANNING AND CONTROL OF STANDARD

CHARTERED BANK NEPAL LIMITED (SCBNL)

And found the thesis to be the original work of edent and written according to the
prescribed format. We recommend the thesis to bepaed as partial fulfillment of the

requirement for Master Degree of Business StudieB.S.)

Viva-Voce Committee

Head, Research Department S —

Member (Thesis Supervisor) ~ ====memmmmeeemmees -

Member (Thesis Supervisor)  =--mememememeeeee -

Member (External Expert) ~  ---eee- ;




DECLARATION

| hereby declare that the work reported in thissihentitled Profit Planning And Control Of
Standard Chartered Bank Nepal Limited (SCBNL)”. Submitted to Office of the Dean, Faculty of
Management, Tribhuvan University, is my originalrnwalone in the form of partial fulfillment of
the requirement for the Master's Degree in Busirigssly (M.B.S.) under the supervision of Prof.

Dr. Kamal Deep DhakalandJoginder Goetof Shanker Dev Campus.

DAMODAR POUDEL
Researcher
Shanker Dev Campus
T.U Regd. No.:
Campus Roll No.:



ACKNOWLEDGEMENT

The completion of this study is a product of hatpl support of several hands. | would like to
express my gratitude to all those respondentshfar support and help.

First of all, | am very glad to appreciate and egsr my great sense of warm regards and
gratitude to my respected supervisor Pidf. Kamal Deep Dhakal and Joginder Goet of
Shanker Dev Campus for their guidance, construcbrements and suggestions which gave the

final shape of this thesis.

| would like to express my profound gratitude tossrall the lecturers of Shanker Dev
Campus, Putalisadak, Kathmandu. | am thankful kstaffs of library for their help and co-
operation. | would like to express my sincere irtdebs to staffs 0SCBNL for their great
contribution and co- operation to provide all tleguired data and information to conduct this

study.

| think this study is the sole contribution of imggion of my parents and whole family; their

regular inspiration and continuous contribution thee secrets of my success.

DAMODAR POUDEL



TABLES OF CONTENTS

Recommendation
Viva- Voce Sheet
Declaration
Acknowledgement
Table of contents
List of Tables

List of Figures

Abbreviation

CHAPTER-I INTRODUCTION

1.1 Background of the Study

1.2 Profile of Standard Chartered Bank Nepal LichitSCBNL)
1.3 Statement o the Problem

1.4 Objectives of the study

1.5 Significance of the Study

1.6 Limitation of the Study

1.7 Organization of the Study

PAGE NO.

e
\]

o o Ul U A oy B

CHAPTER — Il CONCEPTUAL FRAMEWORK & REVIEW OF LITER ATURE 8-40

2.1 Conceptual Framework
2.1.1 Fundamental concept of profit planning anakcod
2.1.2 Basic Elements of Profit Planning and Control
2.1.3 Foundation for PPC
2.1.4 Activities Involved in PPC
2.1.5 Application of PPC
2.1.6 Importance of PPC
2.1.7 Problems of PPC
2.1.8 Critical features or limitations of PPC
2.1.9 Types of Planning
2.1.10 Control System

8

8

11
11
12
13
14
15

16

17
18



2.1.11 Budgeting as Tools for PPC

2.1.12 Development of Profit Plan

2.1.12.1 Sales Forecasting and Sales Planning
2.1.12.2 Production Budget

2.1.12.3 Material Purchase Budget

2.1.12.4 Direct Labor Budget

2.1.12.5 Capital Budget

2.1.12.6 Cash Budget

2.1.13 The Concept Integrated with Profit Planning

2.1.13.1 Cost Volume Profit Analysis
2.1.13.2 Break Even Analysis
2.1.13.3 Zero Base Budgeting
2.1.13.4 Activity Costing

2.1.13.5 Budget Variance

2.2 Review Previous Research Works

2.2.1 Review of Books
2.2.2 Review of Journal and Articles

2.2.3 Review of Previous Research Works

2.3 Research Gap

CHAPTER - Il RESEARCH METHODOLOGY
3.1 Research Design

3.2 Population and Sample

3.3 Nature and Source of Data

3.4 Method of Data Collection

3.5 Research Variables

3.6 Data Analysis Tools

3.6.1 Profitability Ratios
3.6.2 Statistical Tools

CHAPTER- IV PRESENTATION AND ANALYSIS OF DATA
4.1 Analysis of Revenue of SCBNL

4.1.1Income from Interest

4.1.2 Income from Commission and Discount

22
24
24
24
25
26
27
28
30
30
30
31
31
32
32
32
34
36
40

41-46
41
42
42
43
43
43
44
45

47-80

47
47
49



4.1.3 Sundry Income 50

4.1.4 Foreign Income/Loss 51
4.2 Analysis of Expenses of SCBNL 53
4.2.1 Interest Expenses 53
4.2.2 Personnel/Employee Expenses 54
4.2.3 Other Operating Expenses 55
4.3 Deposit Collection Plan 56
4.3.1 Interest Bearing and Non-Interest Bearingd3ép 59
4.3.2 Different Types of Deposit to Total Depos#tiRs 60
4.4 Credit Deposit Ratio 62
4.5 Analysis of Saving and Fixed Deposit and Irderate 63
4.6 Credit Disbursement Plan 65
4.7 Investment Pattern of SCBNL 66
4.8 Profitability Analysis of SCBNL 69
4.8.1 Net Profit Margin Ratio (NPMR) 70
4.8.2 Return on Total Assets Ratio 71
4.8.3 Return on Equity (ROTE) 72
4.8.4 Operating Efficiency Ratio 73
4.9 Cash Flow Analysis 74
4.10 Correlation Analysis 76
4.10.1 Correlation between Total Operating ExpeBsEsofit 76
4.10.2 Correlation between Total Assets & Net irof 77
4.11 Major Findings 78
CHAPTER-V SUMMARY, CONCLUSIONS & RECOMMENDRATIONS 81-86
5.1 Summary 81
5.2 Conclusions 84
5.3 Recommendations 85

BIBLIOGRAPHY



LIST OF TABLES

TABLE NO PAGE®
Table: 1.1 Present Share Capital of SCBNL 4
Table: 1.2 Detail of Share Ownership of SCBNL 4
Table: 4.1 Item-wise Income from Interest (Rs. liliams) 48
Table: 4.2 Iltem-wise Income from Discount and Cossiain (Rs. In millions) 49
Table: 4.3 Sundry Income/ Other Operating Income (Rmillions) 50
Table: 4.4 Foreign Income/Exchange Fluctuation (kass (Rs. In millions) 52
Table: 4.5 Interest Expenses (Rs. In millions) 53
Table: 4.6 Personal Expenses (Rs. In millions) 54
Table: 4.7 Other Operating Expenses (Rs. In m#l)on 56
Table: 4.8 Deposit Position of SCBNL 57
Table: 4.9 Position of Interest Bearing and Noredlest Bearing Deposit of SCBNL 59
Table: 4.10 Different Types of Deposit to Total [Dsep Ratios of SCBNL 61
Table: 4.11 Computation of CD Ratio 63
Table: 4.12 Interest rate and Deposit 64
Table: 4.13 Credit Position of SCBNL 65
Table: 4.14 Investment Pattern of SCBNL 68
Table: 4.15 Net Profit Margin Ratio (Rs. In milli&n 70
Table: 4.16 Return on Total Assets Ratio (Rs. Ihions) 71
Table: 4.17 Return on Total Equity Ratio (Rs. lflions) 72
Table: 4.18 Operating Efficiency Ratio (Rs. In moifis) 73
Table: 4.19 Cash Flow Statement 75
Table: 4.20 Relationship between Total Operatingdises & Net Profit 76

Table: 4.21 Relationship between Total Assets & Nefit 77



LIST OF FIGURES

FIGURE NO PAGE NO.

Figure: 4.1 Trend of Total Interest Income

Figure: 4.2 Trend of Total Interest Income

Figure: 4.3Trend of Sundry Income

Figure: 4.4Trend of Foreign Income/Exchange FluoctnaGain/Loss

Figure: 4.5 Trend of Interest Expenses

Figure: 4.6 Trend of Personal Expenses

Figure: 4.7 Trend of Other Operating Expenses

Figure: 4.8 Actual Deposit Position of SCBNL

Figure: 4.9 Deposit Collection of SCBNL

Figure: 4.10 Trend of Interest Bearing and Non+kedeBearing Deposit of SCBNL
Figure: 4.11 Trend of Different Types of Deposifliatal Deposit Ratios of SCBNL
Figure: 4.12 Trend of Interest rate

Figure: 4.13 Trend Loan & Advance, Investment &al@redit Position of SCBNL
Figure: 4.14 Loan Disbursement of SCBNL

Figure: 4.15 Trend of Total Investment of SCBNL

Figure: 4.16 Net Profit Margin Ratio (Rs. In miltig)

Figure: 4.17 Return on Total Assets Ratio (Rs. iiians)

Figure: 4.18 Return on Total Equity Ratio

Fiscal: 4.19 Operating Efficiency Ratio

48
49
51
52
53
55
56
58
59
60
62
64
65
66
68
71
72
73
74



ABBREVIATIONS

A.D. = Anno Domini

AIC = Account

ATM = Automatic Teller Machine

B.S. = Birkram Sambat

BE = Breakeven

C/D Ratio = Credit Deposit Ratio

CBB = Cash and Bank Balance

CBS = Centre Beaurue of Statistics
Co. = Company

CoD = Cost of Deposit

CVP = Cost Volume Profit Analysis
DLC = Direct Labor Cost

DLH = Direct Labor Hour

e.g. = Example

EOQ = Economic Order Quantity

EPS = Earning Per Share

FIY = Fiscal Year

FC = Fixed Cost

Fls = Financial Institutions

GDP = Gross Domestic Product

GM = General Manager

Govt. = Government

i.e. = that is

INGO = International Non Government Organisation
LABP = Loan, Advance & Bill Purchased
LC = Letter of Credit

LDO = Loan, Discount and Overdraft
MBS = Master of Business Studies
MPS = Market Price Per Share

MRP = Material Requirement Planning

NGO = Non Government Organisation



NRB = Nepal Rastra Bank

oD = Overdraft
OP = Other Portfolio
SCBNL =

Standard CharteBadhk Nepal Limited



