A CASE STUDY ON PROFIT PLANNING AND
CONTROLLING OF MACHHAPUCHHERE BANK
LIMITED (COMMERCIAL BANK)

By:
RAJKUMAR BISHWAKARMA
Shanker Dev Campus
T.U. Registration No. 7-2-439-11-2002
Campus Roll No. 1401/062

A Thesis 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, Nepa
March - 2010



RECOMMENDATION
Thisisto certify that the Thesis

Submitted by:
RAJKUMAR BISHWAKARMA

Entitled:

A CASE STUDY ON PROFIT PLANNING AND CONTROLLING
OF MACHHAPUCHHERE BANK LIMITED
(COMMERCIAL BANK)

has been prepared as approved by this Department in the prescribed format of the

Faculty of Management. Thisthesisis forwarded for examination.

Prof. Dr. Kamal Deep Dhakal Prof. Bisheshwor Man Shrestha Prof. Dr. Kamal Deep Dhakal
(Thesis Supervisor) (Head of Research Department) (Campus Chief)

Joginder Goet
(Thesis Supervisor)



VIVA-VOCE SHEET

We have conducted the viva—voce of the thesis presented

by
RAJ KUMAR BISHWAKARMA

Entitled:

A CASE STUDY ON PROFIT PLANNING AND CONTROLLING
OF MACHHAPUCHHERE BANK LIMITED
(COMMERCIAL BANK)

And found the thesis to be the original work of the student and written
according to the prescribed format. We recommend the thesis to
be accepted as partial fulfillment of the requirement for

Master Degree of Business Studies (M .B.S))

Viva-Voce Committee

Head, Research Department

Member (ThesiSSUPErVISOr) e e e

Member (ThesSiSSUPErviSOr) e e

Member (External Expert)



DECLERATION

I here by declare that the work reported in the thesis entitled “PROFIT PLANNING AND
CONTROLLING OF COMMERCIAL BANK: A CASE STUDY OF
MACHHAPUCHHRE BANK LIMITDED” submitted to Shanker Dev Campus, Faculty
of Management, Tribhuvan University ismy original work done for the partia fulfillment
of the requirements of Master of Business Studies (M.B.S.) under the Supervision of
Joginder Goet of Shanker Dev Campus and Kamal Deep Dhakal, campus chief.

Researcher

Raj Kumar Bishwakarma
Campus Roll No. 1401/062
Date: T.U. Regd. No. 7-2-439-11-2002



ACKNOWLEDGEMENT

This study profit planning And control system of Bank “A case study of Macchapuchhere
Bank Ltd. | have a great pleasure to express my deep sense of gratitude to
Prof. Dr. Kamal Deep Dhakal, of Shankar Dev Campus and Mr. Jogindra Goit, Lecturer
of Shankar Dev Campus. Who has guide me from beginning to completing this study and
| shall ever remain indebted to them for their valuable directions, operation and valuable
suggestions. | would also like to express my gratitude to Mr Bhola Nath Poudel, College
of business arrangement and administrations and HRD head Mr. Binod Singh and HPL of
Mr. Toyarg) Adhikari of Machhapuchhre Bank Ltd.

| would like to express my sincere thanks those respected teacher of Shankar Dev
campus, who gave me valuable suggestions and sincere co-operation. | would like to
express my heartily thanks towards all the members of my family who provided me
financial support for the study. | would like to thanks to Mr. Ram Mohan Shah for the
Computer Processing. And also to Praveen Kumar Raut, Krishna Kumar Shah, jay
Prakash Yadav and Sanjay Y adav of BBS students who help me directly and indirectly to
give afinal shape of thisthesis.

At last, | do not like to state that this report is complete and limitation and short coming
because of constraints of time and resources. | am alone responsible for any defects of
analysis or errorsin this study.

RAJKUMAR BISHWAKARMA
Resear cher



Viva-Voce Sheet
Recommendation
Declaration
Acknowledgements
List of Tables
List of Figures
Abbreviations
Chapter |
11
1.2
13
14
15
1.6
17
18

1.9

TABLE OF CONTENTS

I ntroduction

Background

Importance of financia Institutions

Background, Origin, & Growth of Banking sectors
Conceptua Framework of Profit Planning

Focus of the study

Profit of MBL

Statement of the Problems

Objectives of the study

Limitation of the study

1.10 Significance of the study

111
1.12
Chapter 11
2.1
n 2.2
2.3
2.4
25
2.6
2.7
2.8
29

Research M ethodol ogy

Chapter Division of study

Review of Literature

Introductio

Conceptua Reviews of Commercia Banks
Conceptua Reviews of Profit Planning
Purpose of Profit Planning

Fundamental Distinction of Profit Planning
An Outline of the Fundamental Concepts of PPC
Budgeting

Forecasting vs Planning

Process of Profit Planning

16
16
23
28
28
30
35
36
39



Chapter 111

Chapter 1V

2.10
211
212
2.13

31
3.2
3.3
34
35
3.6
3.7
3.8
39

4.1
4.2
4.3
4.4
4.5
4.6
4.7
4.8
4.9
4.10
411
4.12
4.13
4.14
4.15
4.16

Importance & Limitation of Profit Planning
Development of Profit Planning

Review of Previous Research

Research Gap

Resear ch M ethodology

Introduction

Research Design

The Population and Sample

Period Covered

Nature and Sources of Data

Data Collection Procedure

Statistical Tools Used

Research Variables

Research M ethodol ogy

Presentation and Analysis of Data
General Introduction of MBL

General Function of MBL

The Organization and Management of MBL
Personnel and Branch Offices of MBL
Budgeting

Trend Analysis

Plan for Non-funded Business Activities of MBL
Budgeting System of MBL and its Application
Long Term Plan

Capacity Utilization

Profit and Loss Account

Marketing System

Credit Portfolio of MBL

Planning Expenses

Manpower Planning

Cash Budget of MBL

M
43
49
51

g

56
56
57

58
62
77

80
82
82
93
93
94
95
96

98

99



Chapter V

Bibliography
Appendices:

Appendix (1)
Appendix (1)
Appendix (111)
Appendix (1V')

4.17
4.18
4.19
4.20

5.1
5.2
5.3

Profit and Loss Account of MBL

Balance Sheet

Financial Ratio of MBL

Planning of Profit with Cost Vaue and Profit Analysis
Summary, Conclusion and Recommendations
Summary

Conclusion

Recommendation

Budgeted Investment and Actual Investment
Budgeted and Actua Deposit Collection
Actua Loan Distribution and Deposit Collection

100
102
102
112

115
116
118

Balance Sheet, Income Statement, Fund flow Statement and Profit

& Loss Account of MBL for Fiscal Y ear 2063/064.



Table No.1

Table No.2

TableNo.3

Table No.4

Table No.5

Table No.6

Table No.7

TableNo.8

TableNo.9

Table N0.10

Table No.11

Table No.12

Table N0.13

Table No.14

Table No.15

Table N0.16

Table No.17

Table N0.18

Table N0.19

Table No.20

Table No.21

LIST OF TABLES

Total Revenue of MBL

Interest on Loan and Advance

Revenue From Commission and Discount

Revenue From Other Incomes

Revenue From Income on Foreign Currency Exchange
Situation of Total Expenditure of MBL

Interest Expenses

Expenditure of Employee Expenses

Operating Expenses

Trend Analysis of Revenue

Trend Analysis of Expenditure

Revenue, Cost and Net Profit of MBL

Analysis of Deposit Liabilities and Interest Expenses
Analysis of Spread and Burden

Trend Analysis of Profit

Trend Analysis of Loan and Advance

Trend Analysis of Deposit

Letter of Credit of MBL

Bank Guarantees of MBL

Tota Capital Fund Plan

Budgeted and Actua Investment

62

63

65

67

68

69

70

71

72

73

75

76

77

78

79

81

81

82

83



Table No.22 Straight Line Trend of Actua Investment 86

Table No.23 MBL Budgeted and Actua Deposit Collection 87
Table No.24 Time Series Analysis of Actua Deposit Collection 90
Table No.25 Actua Loan Distribution and Deposit Collection 91
Table No.26 Capacity Utilization 93
Table No.27 Operating Profit and Net Profit 93
Table No.28 Straight Line Trend of Net Profit 94
Table No.29 Planning Expenses 97
Table N0.30 Manpower Planning 98
Table N0.31 MBL Cash Flow 99
Table N0.32 Profit and Loss Account of MBL 101
Table N0.33 Calculation of Current Ratio 103
Table No.34 Cash and Bank Balance to Deposit Ratio 104
Table N0.35 Cash and Bank Balance to Current Ratio 104
Table N0.36 Loan and Advance to Current Assets Ratio 105
Table N0.37 Total Debt to Equity Ratio 106
Table N0.38 Total Debt to Assets Ratio 107
Table No.39 Long Term Debt to Total Assets Ratio 107
Table No.40 Long Term Debt to Net Worth Ratio 108
Table No.41 Net Fixed Assets to Net Worth Ratio 108
Table No.42 Capital Adequacy Ratio 109
Table No.43 Return on Net Worth to Total Equity Ratio 110
Table No.44 Return on Total Deposit Ratio 111



Table No.45 Return on Total Assets Ratio 111

Table N0.46 Interest Earned to Total Assets Ratio 112

Table No.47 Cost Classification 112



Figure No.1
Figure No.2
Figure No.3
Figure No.4
Figure No.5
Figure No.6
Figure No.7
Figure No.8
Figure No.9
Figure No.10
Figure No.11
Figure No.12
Figure No.13

Figure No.14

LIST OF FIGURES

Interest on Loan and Advance

Revenue From Commission and Discount
Revenue From Other Income

Revenue From Income on Foreign Currency Exchange
Situation of Total Expenditure of MBL

Interest Expenses

Expenditure of Employee Expenses

Operating Expenses

Revenue, Cost and Net Profit of MBL

Deposit Liabilities and Interest Expenses
Situation of Spread and Burden of

Budgeted and Actual Investment

Budgeted and Actua Deposit Collection of MBL

Actua Loan Disbursement and Deposit Collection

63

65

66

67

68

69

70

74

75

76

88

92



CVP
FY
MBL
NPAT
NRB
GDP
HMG/N
PPC
CEO
Vs
PCV
RBB
A/C
HBL
ADB
ATM
S. No.
MBL

ABBREVIATION

Cost-Volume-Profit

Fiscal Year
Machhapuchhre Bank Limited
Net Profit after Tax

Nepal Rastra Bank

Gross Domestic Product

His Majesty Government and Non Government
Profit Planning and Control
Chief Executive Officers
Versus

Price-cost-Volume

Rastriya Banijya Bank
Account

Himalayan Bank Limited
Asian Development Bank
Automatic Tailored Machine
Serial Number
Machhapuchhre Bank Limited



