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/ Activity Highlights
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ACTIVITY
HIGHLIGHTS

Prioritized health of employees and other
) stakeholders first during COVID-19 pandemic.

Developed tailored product for women with a
view to empowering women.

Focused of digital transformation to ensure
prompt and time demanded service to
customers, vendors and other stake holders.

Continuous employee development program and
various training facilitation.

Endeavour including organization restructuring,
making relocation, optimization of work force to
ensure precise use of power and energy.

Green initiatives include Green Banking, Green
office project, promoting no print day, waste
management etc.

Committed to society in large and conduct various
CSR activities to support society directly along
with keep ethical practices within the Company.

~ Maintain healthy and progressive environment for
employee, keeping proper blended demography of
male, female and of different region.

Achieved profitability, maintained credit
worthiness which kept trust of investors.

J\'ﬂ
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Ensure compliance to regulators and government;
contribute due to government exchequer. ‘=
@
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/ About the Report

ABOUT
THE REPORT

GRI: 102-1, GRI: 102-46, GRI: 102-50, GRI: 102-51, GRI: 102-52, GRI: 102-53, GRI: 102-54

LankaBangla Finance Limited and its subsidiaries recognized the significance of long-term growth in terms of environmental,
social, and economic aspects. This sustainability report is an illustrated portrayal of its performance in the key focus areas and
material topics of 2021 as compared to previous years and the industry. LankaBangla Finance Limited, often known as the
Company or LBFL, and its subsidiary companies are collectively referred to as the Group or the LBFL Group.

Reporting Guidelines é%

The Report has been prepared in congruence with the ‘GRI
Standards - Core’ option for reporting performance on material
topics, as disclosed in the materiality assessment section. A
comprehensive list of disclosures made in accordance with GRI
standards, as disclosed in the GRI Content Index in this Report,
with references to GRI standards.

Reporting Principles Q

We assessed materiality by taking into account stakeholder
interest and the impact of the themes on the business. This
report explicates the entire evaluation process, data collection
procedures, and the report’s legitimacy. Finally, we disclosed
both the good and negative impact of our performance to
ensure reliability.

Scan the QR Code by following these simple steps:

2
Get it Run it

Download the “QR Run the QR Code

Code Reader” App from Reader App

Google Play (Android website
Market), App Store

(i0S/iPhone)

and point your
camera at the QR
Code

Féﬁ
l.;_l
FOOTPRINT

LBFL has footprint in 27 Geographical location

|\t
CUSTOMERS

Served "2,473 numbers of customers in 2021

Access it
Get access to
LankaBangla’s

IIII

Reporting Boundary EC

The Boundary encompasses all relevant general and particular
disclosures required to meet GRI reporting context standards
for all topics designated as material under our materiality
assessment.

©®
External Assurance 888

Currently we do not have any practice of taking any external
assurance on any report except financial statements and
corporate governance guidelines.

Feedback

We need your feedback to make sure we are
covering the things that matter to you. For
the feedback form, scan the QR Code with
your smartphone.

You can also email

info@lankabangla.com

000
e
EMPLOYEES

More than 1,300 number of employees

i
FUM

FUM reached to BDT 154,473 million
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ABOUT
LANKABANGLA
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GROWING TOGETHER FOR A SUSTAINABLE FUTURE...

LankaBangla Finance Limited (LBFL), a major integrated financial services company in
Bangladesh, crafts and delivers products and solutions that enable its customers to
shape their future. We assist to the nation’s inclusive and sustainable development
agenda, with a special emphasis on responsible finance, as well as global sustainability
goals, in the process. We are infusing sustainability into every lending and investment
decision, with a special focus on Economic, Social, and Environmental predispositions,
driven by proven experience and an unwavering focus on governance. Our clients are
at the heart of all we do at LBFL. We have a diverse foothold across the financial
services sector, allowing us to address our customers’ long-term demands.

We wish to be at the forefront of social change and green transition, drafting a
long-term sustainability strategy, embedding all the factors in our risk framework
and improving transparency. We recognize the importance of being purpose-driven
global leaders, contributing to a more equitable and sustainable society: this is a great
business opportunity we cannot miss.

LankaBangla | g 5



/ About Lankabangla / Organizational Overview

ORGANIZATIONAL
OVERVIEW

GRI: 102-2

LankaBangla is the country’s leading provider of integrated financial services including corporate financial services, retail financial
services, SME financial services, stock broking, and corporate advisory and wealth management services. Under the broadest umbrella
of products and service offerings, we are the lone financial institution to operate credit card (Mastercard and VISA). Since 2006
LankaBangla has been listed in both DSE & CSE in Bangladesh. Two decades back LankaBangla Finance Limited started its journey
in 1997 as a joint-venture financial institution in multinational collaboration with a license from Bangladesh Bank under Financial
Institution Act-1993.

LankaBangla has implemented business process re-engineering to build capacity for its clients’ superior service experience. The
company now operates from a centralized administrative framework through cutting edge technological environment. LankaBangla is
fueling a wide operational periphery covering major business hubs of the country.

LankaBangla is the market leader in the capital market services and has been giving an all-out effort to develop an efficient, vibrant and
transparent capital market in Bangladesh. Its subsidiary, LankaBangla Securities Limited is providing top-notch brokerage services and
leading the industry with cutting edge trading, top rated research information, and customer service. The group has another subsidiary,
LankaBangla Investments Limited. It is a premier investment bank in the country providing corporate advisory, issue management,
and portfolio management services. LankaBangla Asset Management Company Limited is providing professional wealth management
services to some of its customers.

LankaBangla practices participatory management and adheres to industry’s best practices in all its endeavors. Increasing stakeholders’
value is a natural driving force for the people at LankaBangla. Our long-standing sustainability efforts are creating environmental and
social value while we move forward. By embracing high ethical standards, governance, and transparency, LankaBangla dreams to go
further and grow bigger. Its ethos is simple. The company envisions its success lies in becoming the growth partner of its enterprising
clients. LankaBangla is committed to empowering lives and inspire changes in immunity.

n
VISION MISSION

To be the most preferred » Be a growth partner for our customers, ensuring financing and
financial service provider superior experience
in creating, nurturing and » Maintain a culture of meritocracy in the DNA of the company

maximizing value to the
stakeholders, thereby,
Growing Together.

Be sustainable and ensure quality returns to our valued shareholders
Uphold efforts to develop our community

V /\N

4
CORE VALUES

We have strong values that are well embedded in our culture. Our values create the following goals to help us
deliver our strategy:

Cherish a sense of ownership

Be customer centric

Grow as a team

Act with integrity and professionalism
Deal with respect

v v v v Vv
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/ About Lankabangla / Shareholding Composition

SHAREHOLDING
COMPOSITION

Authorised Capital:

(Ordinary Shares of TK. 10.00 each)

Paid up Capital:

(Ordinary Shares of TK. 10.00 each)

Details of shareholding structure is as under:

Sponsors and/or directors

a) Foreign Institution:

Annual Sustainability Report 2021

No. of Share
1,000,000,000

No. of Share
538,838,623

Total Holding (No. of Share)

Taka
10,000,000,000

Taka
5,388,386,230

% of Shareholding

Foreign Sponsors and/or directors

Local Sponsors and/or directors

General Shareholders

LankaBangla | gfas |

| sampath Bank PLC (Sri Lanka) N 51,036,605 | | 9.47% |
Sub-Total 51,036,605 9.47%
b) Local Institution:
| ONE Bank Limited N 20,362,737 | | 3.78% |
Sub-Total 20,362,737 3.78%
¢) Individuals:
Mr. Mohammad A Moyeen 22,842,546 4.24%
Mrs. Aneesha Mahial Kundanmal 41,503,844 7.70%
Mr. Mahbubul Anam 23,998,741 4.45%
Mr. Tahsinul Huque 20,993,703 3.90%
Mrs. Jasmine Sultana 77,883 0.01%
Sub-Total 109,416,717 20.31%
Sponsors and/or directors Total 180,816,059 33.56%
General Shareholders 358,022,564 66.44%
Grand Total 538,838,623 100.00%

7



/ About Lankabangla / Business Overview

BUSINESS
OVERVIEW

GRI: 102-2

Corporate Financial Services Division

There are few NBFIs that can deliver the full range of 360-degree corporate finance solutions to large and middle-market organizations
in both the public and private sectors, as the LBFL team can.

The value we provide is evidenced through our unique relationship model, industry experience, and local market advantage through
the units which are Large Corporate, Emerging Corporate, Supply Chain Finance, Project, Structured and Sustainable Finance and
Corporate Liability.

Retail Financial Services Division

Individuals’ requirements are met by the Retail Financial Service Division, which provides a variety of particular financial services.
LankaBangla Finance’s Retail Division is an industry leader in retail financial services by offering innovative, tailored solutions and
services. The division currently offers services through three distinct sectors: Loan Unit, Card Center, and Deposit. Auto Loan, Home
and Mortgage Loan, Personal Loan, Credit Card, Retail Liability, and Alternative Business Delivery Channel are the division’s six
service units (ABDC).

SME Financial Services Division

Cottage, micro, small, and medium enterprises (CMSMEs) are widely recognized around the world as the lifeblood of local trade,
commerce, and industry. With less energy supply, fewer infrastructure facilities, and less environmental risk, CMSMEs contribute
significantly to poverty alleviation, job creation, women empowerment, equitable income distribution, and industrial sector
diversification in Bangladesh.

Treasury & FI Division

Treasury is the “Financial Hub” which operates as a financial clearing house for all the parts of an organization. Traditionally, fund
management is the key function of Treasury that ensures availability of funds at the Right Time, Right Place at the possible Minimum
Cost.

Capital Market

LankaBangla’s Capital Market Team is in charge of developing equity and fixed income investment strategies, trading at proprietary
funds, and effectively managing risks. The portfolio is managed using a top-down-bottom-up investment process that is fueled by
economic, sector, and company fundamental research, as well as technical quantitative analysis.

Wings of LankaBangla Group’s Capital Market companies are as follows-
LankaBangla Securities Limited
LankaBangla Investments Limited (LBIL)
LankaBangla Asset Management Company Limited (LBAMCL)
Information technology service
LankaBangla Information System Limited (LBIS)

Media- BizBangla Media Limited

8 | www.lankabangla.com
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PRODUCTS
AND SERVICES
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GRI: 102-2,102-7
Retail Financial Services SME Financial Services
. . . Medium &
Retail Deposit Schemes Loan Credit Cards SME Deposit Schemes Small Business Emerging Business
— — — - —
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Return [ Mortgage Loan Titanium @_‘ s f Loan) E&cak:gng
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(senior Personal Loan Sommridhi Industry Finance) Capital
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Deposit  &—
Protiva Deposit
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Large Emerging Supply Chain Project, Structured & Corporate
Corporate Corporate Finance Sustainable Finance Liability
—_— —_— —_— —_—
Lease Term Factoring Project Actual Days
Finance ¢— Finance g—| Finance Finance 4 Deposit  o—|
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/ About Lankabangla / Sector Wise Portfolio

SECTOR WISE
PORTFOLIO

GRI: 102-6
Sector Year 2019 Year 2020 Year 2021
(in BDT million) (in BDT million) (in BDT million)
Cement and Allied Industry 18,664 4,785 1,721
Consumer Loan 114,190 26,538 10,486
Food Production and Processing Industries 46,690 11,358 5,686
Garments and Knitwear 28,664 7,495 2,871
Housing 156,118 36,302 9,691
Iron, Steel and Engineering 24,497 5,564 2,043
Margin Loan 20,202 4,923 288
Merchant Banking 22,283 5,235 1,637
Pharmaceuticals and Chemicals 14,603 3,462 685
Service 52,807 14,151 3,592
Textile 21,602 5,142 1,397
Trade and Commerce 98,785 17,242 8,983
Transport and Aviation 23,563 7,185 2,418
Others 89,179 18,154 7,278
Total 731,848 167,536 58,775
Sector Wise portfolio
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SCALE OF THE
ORGANIZATION

GRI: 102-7

Total Assets

" BDT 82.53 Bn
Loans and Advances
BDT58.78Bn
Deposits
BDT 48.18 Bn

Beneficial Ownership
Sampath Bank (9.47%) e

Total no. of operations
27 branches all over the country

Total no. of employees
1,331

_ Total Capitalization
BDT 75.44 Bn

Debt
oee] BDT 64.36 Bn

.. Sqff Eauity
AU 1107 8n
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/ Corporate Governance and Risk Management

CORPORATE GOVERNANCE
AND RISK MANAGEMENT

LankaBangla’s overarching risk management strategy is backed by a well-defined risk
appetite, a thorough policy framework, strong governance structures, and suitable
risk identification, measurement, and management tools and methodologies.

Our practice is led by our percipient leaders, who are harmonized by our Board of
Directors and the Chairman, in order to stay within the guidelines for a purposeful
and steady journey toward success. This technique guarantees that LankaBangla’s
corporate governance is transparent and effective.
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STATEMENT FROM
THE CHAIRMAN

GRI: 102-14

66 LankaBangla Finance has embarked
on its own sustainability path, alighed
with the Group’s sustainability mission,
embracing global best practices to
drive dreams and, as a result, augment
long-term value development for all of
its stakeholders. 99

=

Mohammad A. Moyeen

Chairman

*
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/ Corporate Governance and Risk Management / Statement from the Chairman

| am pleased to present the 1% sustainability report of
LankaBangla Finance Limited, prepared according to GRI
Sustainable Reporting: Core Option. | invite you to explore this
report to learn about our commitment to sustainability.

As one of the major NBFIs, we believe we have a moral
responsibility to society, including listening to those in need
and going above and beyond the scope of pure business. We
commit to taking all aspects of economic, environmental, and
social implications into account while creating value for our
stakeholders. In the way we run our business, we consider and
represent the interests of our customers, suppliers, employees,
shareholders, communities, and other stakeholders. We run and
sustainably grow our business for all of our stakeholders.

We always endeavor to run a safe, responsible and profitable
business. That means getting the basics right. One basic is
doing no harm. That means operating safely without hurting
or discriminating against the environment or people. We also
aim to deliver the right products that people want — and do
this responsibly (especially more digitally) to help shape a more
sustainable future. Only by making relevant products responsibly
can we be in business sustainably. We always try to make a positive
contribution to society. This means paying taxes, boosting local
economies, and developing talent, as investing in education to
inspire new generations of people with innovative ideas.

We all are known that we have needed to endure an earth
riffed with economic, political, and other uncertainties along
with the vast death toll, the fear, and inadequacy in healthcare
capabilities triggered by the COVID19 pandemic that started
in 2019. This ultimately resulted in unprecedented economic
disruption across the globe. Following the motto of growing

14
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together, LBFL placed life, safety, and hygiene first in dealing
with the pandemic.

Amongst challenges, the Company passed another successful
year with lucrative financial results. Still, we are acknowledging
the future challenges to keep the success sustainable. We need
to stand together with society at large against environmental
pollution, corruption, inequality, and poverty to ensure
togetherness in future growth. We focus on green banking,
promoting proper consumption of resources, encouraging the
use of renewable energy and empowering women. We firmly
believe in women’s empowerment in terms of employment,
unbiased growth opportunity, ensuring a friendly work
environment, and offering customized products. We ensure our
endeavors to grow without costing the future.

I want to express my gratitude to all our stakeholders for
contributing and collaborating on our sustainability journey.
We hope we will continue to grow together and to bring better
benefits to the company and the shareholders. LankaBangla
Finance has embarked on its sustainability path, aligned with
the Group’s sustainability mission, embracing global best
practices to drive dreams and, as a result, augment long-term
value development for all stakeholders.

Fao—

Mohammad A. Moyeen
Chairman
11 April 2022
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STATEMENT FROM
THE CEO AND MANAGING DIRECTOR

GRI: 102-14

66 our revamped focus on sustainability
has culminated in a viable model that
tends to persist without interruption as
we reflect on our strategic priorities. We
have been providing financial products
and services that, directly or indirectly,
lead to long-term positive environmental
impact for all of our stakeholders. 99

=

Khwaja Shahriar
Managing Director & CEO

*
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/ Corporate Governance and Risk Management / Statement From The CEO & MD

Sustainability is multidimensional. At LankaBangla Finance, we
value the term “sustainability” every day in every aspect of
our business by maintaining a corporate culture of consistent
conduct. Therefore, we give utmost importance to the
demands of all of the relevant stakeholders. We attribute equal
importance to:

» cater needs of our customers to get the right and quality
services at the best price;

» give our employees fair salary and fringe benefits along
with a safe and healthy working environment while showing
zero tolerance towards any breach of ethical violation or
discrimination;

» be ethical in all sorts of procurement by ensuring
competitiveness and payment at the right time;

» contribute to the national exchequer all sorts of income
taxes, value-added tax, and excise duty;

» not to jeopardize the environment by adhering to and
implementing numerous policies and technological
innovations, viz., green financing, observing no-print day
every month, implementation of green office guidelines,
etc.;

» to contribute to those part of society that needs help badly.

The two-year pandemic has created uncertainties in business,
market behavior, regulator motivation, and the economy.
LankaBangla group thus scaled up its technological and human
capital capabilities to turn such challenges into opportunities.
Resilient corporate governance, standard SOPs, technology-
driven business model, strong brand image, and adoption of
alternative strategies can also be credited for overcoming the
evil effects of the pandemic.

We kept our focus on customer-centricity and stable business
growth. This sustainability report demonstrates our performance
in creating value for our stakeholders on Environmental, Social
& Governance (ESG) parameters. This report also outlines

16
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the management approaches we used on each material ESG
parameter. We endeavor to keep stakeholders' confidence
during the pandemics by prioritizing health and hygiene.

We are happy to partner with the Global Reporting Initiative
(GRI) to comply with Standards as to sustainability reports
along with required disclosures that cover employee rights,
consumption of natural resources, environment preservation,
anti-corruption, and compliance as material topics. If the
challenges we have faced in the last couple of years will prevail in
the future, we are confident to better deal with those to ensure
sustainable progress of the Company’s sustainable progress and
stakeholders. Thus we will be able to keep growing together.

We have defined Company’s long-term sustainability strategy
which is to:

» drive growth with differentiating, sustainable solutions for
our customers;

» create a safe, healthy, diverse, and inclusive workplace for
our employees;

» reduce the environmental impact of our operations and
products;

» foster a positive impact in the communities where we are
active;
» create sustainable value for our shareholders.

Thank you!

k/‘%b% 7 Z:tféta.:ﬂ/
/

Khwaja Shahriar
Managing Director & CEO
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ORGANOGRAM
OF LANKABANGLA

GRI: 102-18
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/ Corporate Governance and Risk Management / Management Committee

MANAGEMENT
COMMITTEE

GRI: 102-18

LBFL's solid performance during these challenging times is a testament to the Management Committee’s relentless pursuit of
creating a sustainable and resilient brand and has been successful to live up to its efforts so far. The Management Committee has
thirteen members in total, chaired by the Managing Director, and includes other Business and Department Heads as members.
The Management Committee of LankaBangla Finance is focused on upholding its fundamental principles, which range from being
customer-centric to operating with honesty and professionalism, overseeing the on-going operations of the company and opts to
go for proper implementation of planning of the future so that the company can act up on it.

Sitting from the left Standing from the left
Quamrul Islam B Mohammad Shoaib D Kamruzzaman Khan
" Head of Treasury & FI " Head of Corporate Financial Services " Head of SME Financial Services
B Khurshed Alam {i7# Muhammad Habib Haider 9 Sheik Mohammad Fuad
" Head of Retail Financial Services ™ Head of GIS " Head of ICT
{i%} Khwaja Shahriar {1/} Mohammed Kamrul Hasan, FCA #E% Mohammad Nazmul Hasan Tipu, CFA
" Managing Director & CEO " Chief Risk Officer " Chief Credit Officer
{i/’4 Mostafa Kamal, FCA {1l Shamim Al Mamun, FCA
™ Group Company Secretary " Chief Financial Officer
#13 A. K. M. Kamruzzaman, FCMA D Mohammad Hafiz Al Ahad
Head of Operations " Head of Human Resources

18 | www.lankabangla.com



/ Corporate Governance and Risk Management / Board of Directors

BOARD OF
DIRECTORS

The key to the designing of the administrative structure and
procedures through the adoption of strategic planning and
counselling is played well by the LBFL Board of Directors, who
strives to give justice to one of its visions of being the most
preferred financial service provider. The Board is responsible
for the design and implementation of governance procedures,
which includes the selection of senior management. The Board
as a whole, under their progressive leadership, offers strategic
guidance to Management for accomplishing its vision while
adhering with all relevant regulations criteria and generating
returns to shareholders. LBFL's Board of Directors is comprised
of ten experienced and qualified personnel, including two
independent directors and two female directors, one of whom
is an independent female director.

Code of Conduct for board members

In accordance with the BSEC’s amended corporate governance
policy, the Board has established a Code of Conduct for all of its
members, and annual compliance with the code is audited. The
Board has established a code of conduct for the Chairperson
of the Board, other board members, and the company’s Chief
Executive Officer, based on the proposal of the Nomination and
Remuneration Committee (NRC). The NRC’s code of conduct is
posted on the company’s website, and include, among other
things, prudent conduct and behavior; confidentiality; conflict
of interest; compliance with laws, rules, and regulations;
prohibition of insider trading; relationship with the environment,
employees, customers, and suppliers; and independence.

Statement of Corporate Governance

The Company Governance Framework at LBFL steers its growth
by instituting appropriate corporate strategies, aiming to
create, nurture and maximize value to the stakeholders; striving
to gratify one its visions. The governance method is based on
the premise that there is a connection between high-quality
governance and the generation of long-term stakeholder value.
LBFL has resolved to its fullest caliber of governance in pursuit
of the corporate objectives, and strives to foster a culture
that appreciates and promotes exemplary ethical standards,
personal and corporate integrity, and mutual respect.

The Board of Directors, led by the Chairman, is in charge of
governing LBFL and building an effective Governance Framework
to tackle both short and long-term concerns. The Board is
committed to assessing and improving the systems to promote
free flow of information, as well as initiating transformative
changes when needed to ensure best practices are maintained
and enhanced in accordance with corporate governance
standards. The company has been putting out arduous efforts
to build a resilient brand in the form of LBFL, that is capable of
weathering any storm, and as we speak, the performance of the
company has been able to live up to its efforts and visions.

Annual Sustainability Report 2021
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The Board is incessantly reviewing the company’s systems
and procedures to ensure transparency and accountability,
and are updating its Corporate Governance policies to ensure
compliance. The Board has been dedicated to ensuring ethical
business practices and the implementation of top corporate
governance procedures. All of the personnel working, including
the Board of Directors and top executives, are expected to adhere
to the values outlined in LBFL's Code of Conduct, which has
been standardized across the LankaBangla Group. Additionally,
LBFL preserves the Board’s commitment to act independently
and equitably in the best interests of our stakeholders.

Corporate Governance Structure

‘ Shareholders

‘ External Auditors ‘

_4 Board of Directors

‘ Board Sub-Committees ‘
A A

‘ Managing Director ‘

T

\ MANCOM \
A

Group Risk Officer ‘
v

Internal Control ‘
& Compliance

Company Secretary ‘

Internal Audit

>

Chief Credit Officer %

Employees ‘
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Framework and Regulations Applied

LankaBangla has incorporated the rules laid down in the Code
of Best Practice on Corporate Governance promulgated by the
Bangladesh Securities and Exchange Commission (BSEC) and
the Bangladesh Bank on Corporate Governance for Financial
Institutions in Bangladesh into its Governance Framework.

The following Acts, Regulations and Circulars have been used:

Sl. | Particulars

1 The Companies Act, 1994

2 The Financial Institutions Act, 1993

The Code of the best Practice on Corporate Governance
issued by the Bangladesh Securities and Exchange

3 Commission (SEC) vide Notification No. BSEC/
CMRRCD/2006-158/207/Admin/80 Dated June 3, 2018.

4 Bangladesh Bank circular DFIM Circular No. 07, dated; 25
September, 2007.

5 Listing Regulations of Dhaka Stock Exchange and

Chittagong Stock Exchange

The following internal principles and guidelines have been
followed;

Governance Systems

Sustainability

Reporting

IT Risk .
Governance Management Strategic
& Compliance planning

Talent

Management

Diversity and Equal Opportunity

Sl. | Particulars
1 Vision and Values
2 Articles of Association
3 Code of Conduct
4 Code of Ethics
5 Board and Board Sub Committee Charters
6 Policies, Procedures, Directives
20 | www.lankabangla.com

GRI: 405-1

Two out of ten of the Board of Directors are held by female
directors, of which one is independent.

The work environment is free of all forms of discrimination
and ensures that all employees are treated fairly and
impartially.
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RISK MANAGEMENT
APPROACH

Strong risk management capabilities are critical to the
success of a well-managed financial organization. The Risk
Management function is the major resource for driving such
skills in LankaBangla, and it complements the risk and control
operations of other areas such as Internal Audit and Legal &
Compliance. The following are the key components of LBFL's
risk management approach: strong risk governance; robust
and comprehensive processes for identifying, measuring,
monitoring, controlling, and reporting risks; sound assessments
of capital adequacy relative to risks; and a rigorous system of
internal control reviews involving internal and external auditors.

Risk Management in LankaBangla

LankaBangla’s overall approach to risk management is
supported by a well-defined risk appetite, comprehensive policy
framework, effective governance structures and appropriate
tools and techniques to identify, measure and manage risk.

We believe that sound risk management is essential to ensuring
success in our risk-taking activities. Our philosophy is to ensure

The Board of Directors approves the
Company’s risk appetite, and risks

are managed in alignment with
the risk appetite. Risk-taking
decisions must be consistent
with strategic business

goals and returns should
compensate for the

risk taken.

Risks are managed holistically,
with a view to understand the
potential interactions among risk

types.

Holistic Risk
Management

Annual Sustainability Report 2021
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risks and returns remain consistent with our established
risk appetite. To achieve this, we regularly refine our risk
management approaches to ensure we thoroughly understand
the risks we are taking to identify any emerging portfolio threats
at an early stage, and to develop timely and appropriate risk-
response strategies. The key elements of enterprise-wide risk
management strategy are:

The Company’s risk  management
frameworks for all risk types are
documented, comprehensive,

and consistent.

Risk
Framework

~

Qualitative and
Quantitative

Evaluation Risks are evaluated both

qualitatively and  with
appropriate guantitative
analyses and robust stress testing.
Risk models are regularly reviewed to
ensure they are appropriate and effective.

21
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Strong risk management capabilities are critical to the success of a well-managed financial organization. The Risk Management
function is the major resource for driving such skills in LankaBangla, and it complements the risk and control operations of other
areas such as Internal Audit and Legal & Compliance. The following are the key components of LBFL’s risk management approach:
strong risk governance; robust and comprehensive processes for identifying, measuring, monitoring, controlling, and reporting
risks; sound assessments of capital adequacy relative to risks; and a rigorous system of internal control reviews involving internal
and external auditors.

66 With regard to our retail and corporate offerings, our risk management and lending approach are gradually
including sustainability criteria, which will also play an increasingly important role in our short and long-
term incentive schemes. 99

Risk Governance and Organization

The risk appetite and risk principles of the company are established by the Board of Directors. The Board Audit Committee is the
primary Board committee in charge of risk management within the company. It reviews and approves the Company’s general risk
management philosophy, as well as risk management frameworks, main risk policies, and risk models. The Board Audit Committee
also oversees the implementation and operation of risk management systems, and its efficacy is evaluated on a regular basis.

Discuss business and risk strategies,
capital requirements and budget

|
| 1 1

CFO Business Units CRO
Coordinates, mentions and reports on *  Receive operational risk limits Oversees risk management
firm-wide and business lines earnings, *  Establish processes to manage risks, e.g. Risk Management Function

monitoring and de-escalation of breaches
of risk limits
o  Adhere to and report on risk metrics

capital requirements, and budget e Develops risk metrics to reflect RAS

3 Monitors and reports on risk metrics
. De- escalares breaches of risk metrics
L]

Conducts stress tests

T -

Internal Audit

Assesses and opines on the adequacy of
internal controls, risk appetite and risk
governance

Audit Committee
Overseas the review of the independent
assessment of the risk governance

CEO

Develops and recommends overall business
strategy, risk strategy, risk appetite framework
and RAS

Board

Approves and oversees the firm’s risk appetite
framework, including the risk appetite
statement (RAS), risk limits by business units

consistent with the RAS and policies and
processes to implement the risk management

Risk Committee

Reviews and recommends the risk
strategy, oversees implementation of the
risk management framework

framework <4— framework

The Company’s numerous risk exposures, risk profiles, risk concentrations, and trends are reported to the Board of Directors and
senior management on a regular basis for discussion and action. The Board Audit Committee is supported by the Risk Management
Division, which is responsible for providing independent risk control and managing credit, market, operational, liquidity, and
other important risks on a daily basis. Risk officers work within the division to design Company-wide policies, risk assessment
and methodology, and to monitor the Company’s risk profiles and portfolio concentrations. The Company’s risk management and
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reporting systems are intended to ensure that risks are comprehensively captured in order to support well-considered decision
making, and that relevant risk information is effectively conveyed to the appropriate senior management executives in order for
those risks to be addressed and risk response strategies to be developed. To maintain the objectivity of risk management functions,
risk officers’” compensation is established separately from other business sectors and is reviewed on a regular basis to ensure
compensation remains competitive with market levels.

Credit officers participate in transaction approvals, and personal approval authority limits are defined depending on the officers’
relevant experience and portfolio coverage. Representatives from the division also contribute their experience during the design
and approval processes for new goods offered by the Group. This ensures that new or emerging risks from new products are
detected, measured, and managed appropriately within current risk systems and processes.

Risk Management Forum at LankaBangla

LankaBangla’s Risk Management Forum (RMF) and Risk Analysis Unit (RAU) were established in 2013 in accordance with the
Bangladesh Bank’s DFIM Circular No. 01 of April 7, 2013. The Managing Director of the Company chairs the Risk Management
Forum, and the Chief Risk Officer serves as the Secretary; all business and operational leaders are members of the RMF. The main
responsibility of the Risk Management Forum includes the following:

Members of the Risk Management Forum
will parameterize the Company's Internal

Environment, including risk appetite, integrity
and ethical beliefs, and the environment in
which it operates.

It is the management responsibility to assess
and measure the potential risks.

The MANCOM must define the objectives so
that it can detect potential events that could
jeopardize achievement while remaining
within its risk tolerance.

The management selects risk responses--
avoiding, accepting, reducing or sharing risk-
- developing a set of actions to align risks

The management will identify the internal
and external events affecting company’s
achievement and distinguish between risks
and opportunities.

The management will take policies and

procedures and implement it to help ensure

with the company’s risk tolerances and risk ; ; g
the risk responses are effectively carried out.

appetite.
< >

The managerial authority will identify,
generate and communicate the relevant
information in a form and timeframe
that enable people to carry out their
responsibilities.

The entirety of enterprise risk management
will be monitored and it will be accomplished
through ongoing management activities.

Ensure there are structured processes at
each department level to report control
failures to designated individuals and
escalate material issues to RMF.

> >

Ensure roles and responsibilities are agreed
and clearly understood by all management
levels. Ensure all staff, in business and support
functions, are aware of their responsibilities
for company’s overall Risk management.

> >

Risk Analysis Unit (RAU) at LankaBangla

In general, the Risk Analysis Unit (RAU) will be solely responsible for identifying and analyzing all types of risks in a timely and
appropriate manner. It (RAU) will serve as the Risk Management Forum’s secretariat. In accordance with Bangladesh Bank norms,
RAU operates independently of all other units/divisions of the FI; for example, no member of this unit will be involved in any form
of transaction grading or setting/working to reach any Fl-imposed target. He/she will not be involved in the process of establishing
any standards or threshold ranges for risk management objectives.

Establish workable Business Continuity Plans
(including Disaster Recovery and Crisis).

Management procedures to minimize the
impact of unplanned events on business
operations and customer service.
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Risk Management Structure

Managing Director Board Audit Committee

A
Chief Risk Officer Busir.\e_s:s/ Functional
Division Heads

Notes: | | | I

Each Business line has |

designated Risk Associates Basel-ll . . . .

as part of broader job Implementation & gskﬂﬁi?t%wr?g oﬁﬂearig'ogﬂei': k

Stress Testing g g

’ ...................... ‘ ........ 5

Operations Market Risk Credit Risk Technology Risk Financial Risk Internal Control

Risk Management Management Management Management

Business & Functional Reporting Lines

Head of HO Treasury Chief Credit Head of ICT Chief Financial Head of Internal
Operations & Fl Officer Officer Control &
Compliance
Credit Risk

Credit risk is defined by LBFL as the risk of losses resulting from counterparties failing to meet all or a portion of their payment
obligations to the Group. The general policies governing the LBFL's credit risk exposure are set by the Board of Directors. The risk
appetite framework for the LBFL is determined in compliance with these policies. The goal of the LBFL is to develop long-term
connections with its clients. Credit is given for the great majority of products based on the customer’s financial condition and
particular customized assessments. Ongoing monitoring of changes in the customer’s financial status allows you to determine
whether the foundation for the credit facility has changed. Credit facilities should be appropriate for the customer’s creditworthiness,
capital situation, and assets. Furthermore, as a general rule, LBFL requires collateral in order to mitigate credit risk.

To provide a consistent, coordinated, high-quality credit-granting process, all credit applications are handled in accordance with a
pre-defined protocol that delivers consistent, high-quality credit processing:

Branches: All branch managers process all credit applications Credit Risk Management (CRM) Division: All credit

and then the applications are submitted to the Credit Risk.
Management Division through the respective Business
Division along with a credit recommendation.

Management Credit Committee (MCC): The MCC reviews
all applications beyond the Credit Department’s credit line.
The MCC conducts credit meetings on a weekly basis.

24 | www.lankabangla.com

applications are submitted to the CRM Division for approval.
The CRM division approves the credit proposal within the
limit set by the Board of Directors.

Board of Directors: The Board of Directors reviews all
applications that are beyond the MCC'’s credit line.
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Credit processing must be carried out with a thorough
understanding of the risks inherent in each individual exposure
in order to strike a balance between risk and earnings potential
while adhering to the overall goals set by the Board of Directors
and Bangladesh Bank.

Credit Risk Mitigation

Borrower selection process is the most important credit risk
identification measure from a forward-looking perspective,
employing fundamental credit analysis including loan purpose
and utilization, company analysis including cash flow, industry
analysis, credit rating, credit risk grading, entrepreneurial track
record, repayment performance including CIB status, among
others. The scope of credit risk mitigation measures is ultimately
determined by determining the level of credit risk. However, the
following credit risk mitigation strategies are commonly used by
lenders.

Collateral coverage can take the form of land and buildings,
financial instruments such as TDRs and marketable securities,
and so on. In the event of a downturn, the value derived
from the liquidation of collateral securities may provide some
credit risk protection. Land and building valuations are often
performed by a third-party surveyor. Cash security, by default,
provides the greatest level of protection against credit risk,
and exposure is often measured net-of-cash security.

: and management are vital in credit risk mitigation.

Credit enhancement is typically provided by the guarantee :
of high net worth individuals/directors and company
: guarantees with solid business standing. The cross default
: option is important since the guarantee of an entity favoring
" a borrowing concern is also represented in the CIB report. A :

bank guarantee is also an effective credit enhancing tool.

Comprehensive insurance against assets covering loan
amount is a common risk mitigation tool in the case of an
unforeseen future catastrophe.

Both the single borrower exposure limit and the sectorial
exposure limit are utilized as risk management instruments,
: and both issues are addressed in the credit policy in :

: accordance with regulatory requirements.

Leased assets are principal security, which inherently provides
: some degree of credit risk protection. Primary security :
: measures such as hypothecated capital machinery and stock :

( .
: . i | Market Risk
: of commodities are common, although asset marketability :

kthat final profitability is not impacted.

-
Interest Rate Risk

\rate structure of all LBFL products.

Annual Sustainability Report 2021

When there is a chance that the borrower will default on the :
: loan, the risk-based pricing strategy is applied. Given the :
: risk profile, a risk premium is added to the base price. Credit
 risk grading score, credit history, property use, property kind,
loan amount, loan purpose, income and asset amounts, as
: well as documentation levels, property location, and others
: are all prevalent risk-based factors that are now used. :

Besides diversifying credit risk through extending small
sized loan to numerous borrowers across different customer
segments who are essentially unrelated with each other may be
considered policy level credit risk diversification strategy.

The Board of Directors and senior management get timely
and relevant information on the condition of the LBFL's asset
portfolio, including asset classification and the amount of
provisions and reserves. The report contains, at a minimum, a
description of the portfolio review results, comparative trends
in the overall quality of problem assets, and measurements
of actual or future asset quality deterioration and portfolio
losses. Significant concentration risk is also communicated to
the Board of Directors and senior management for evaluation
and debate. Stress tests are performed on a regular basis to
analyze the risk in a certain market segment under severe
conditions. Appropriate actions, such as pricing for greater
risk, unwinding positions, boosting capital or reserves,
securitization, and so on, have been adopted to manage
undue concentration risks.

~N

Market risk is defined by LBFL as the risk assumed in response
to price movements in financial markets. Several types
of dangers may develop, and LBFL carefully manages and
monitors these risks. Market risk emerges when the fair value
or future cash flows of the Company’s financial instruments
fluctuate as a result of changes in market variables, namely
interest rates and equity prices. The risk of exchange rate
swings has no direct influence on LBFL because, as an NBFI, it
cannot deal in foreign currency. Interest rate risk, which is a
significant risk element for the business, is constantly handled
by the Company to ensure that spreads are not eroded and

J

~N

ALCO is the key committee in charge of overseeing the
Company’s interest rate risk on a regular basis and initiating
appropriate action to reduce overall interest risk exposure
within the Company’s risk appetite limitations. The Treasury
section is in charge of managing financing and market rates
on an ongoing basis, as well as maintaining the ideal interest

J
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It is the possible loss as a result of a negative change in the
stock price. NBFIs can accept stock as collateral for loans
and invest in other companies by purchasing ownership
holdings in other companies with free or investible capital.
Any negative change in stock price results in a loss or a
decrease in the value of investments. The Company’s
accounting rules ensure that we record share investments
at fair value, with any realized gains/losses recognized via
profit and loss.

.

p
Operational Risk

Operational risk could arise from inadequate or failed internal
processes, people and systems or risks arising from external
events, leading to financial losses. LBFL has instilled various
internal controls to detect possible human errors, fraud,
faulty internal processes and systems, non-adherence to
procedures and non-compliance to regulations. A company-
wide effective internal control system is in place, requiring
all staff to adhere to set policies and procedures. To ensure
clarity in required practices, the Company has developed
a comprehensive procedure manual, covering all key
functions. Failure to manage operational risk can often result
in other risks emerging such as reputational losses, which
may also cause brand erosion and would raise regulatory
penalties.

Operational risk management techniques adopted directly
linked to people including segregation of staff duties,
job rotation, staff training and development, employee
operations, while inbuilt ICT controls, maintaining of
documentation and keeping backup of documents and
systems remain other forms of measures.

J

-
Liquidity Risk

g _J

~

LBFL has a thorough in-built liquidity monitoring procedure
in place, which has been reinforced in recent years by
including strictliquidity assessment and protection measures
imposed on the industry by regulators. To improve liquidity
management, we developed a Board-approved Asset
and Liability Management Committee (ALCO) to oversee
the Company’s liquidity situation. ALCO, as the overall
supervisory body in charge of controlling LBFLs liquidity
risk, meets monthly to review the adequacy of overall
liquidity elements from other commitments. This high-level
group, comprised of important divisional leaders, assesses
the impact of all strategic and medium-term decisions made
by the Board and corporate management on liquidity.

26
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Others Risk

Legal Risk

Compititor

In a highly regulated finance market, LBFL engages in
financial transactions that are subject to greater scrutiny.
We acknowledge that regulatory changes may increase the
cost of compliance, limit the types of financial services and
products that can be offered in the market, and, in some
cases, increase the likelihood of competitors capitalizing on
their own offerings. It is also critical that legal risk be handled
effectively to minimize disproportionate financial impact on
business and to avoid reputational harm that could lead to
loss of confidence.

...................................................................................

{ ICT Risk :
As part of the process of developing the Company’s
! strategic strategy for the following three fiscal years, future :
technological needs were assessed and identified. The
: ICT Division evaluated policies concerning hardware and :
gsoftware procurement and maintenance procedures, an :
: ICT business contingency plan, system licensing procedures,
i and so on. The updates were carried out in compliance with :
industry best standards. The independent consultant KPMG
: has previously performed a risk evaluation of the ICT systems, :
and contingency plans for key ICT dependent processes have
: been implemented as part of the BCP in order to successfully :
meet any unanticipated technology exigencies. :

...................................................................................

: Reputation Risk :
: To guarantee that business is done in a professional, :
gethical, and sensible manner, LBFL has adopted needed
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: corporate governance standards, risk assessment methods, :
departmental process manuals, and appropriate compliance
: verification. Suggestion boxes have been installed in all
branches, and a customer survey has been conducted to gather :
: client feedback in order to improve customer relationships.
: Regardless of corporate structure, all employees are expected
to live by the Company’s basic values. Employees that violate
: LBFLUs tight regulations, process guidelines, and norms face

: severe disciplinary action.

éAs described in the section on sustainability, a number :
: of meritorious projects were undertaken for the beneﬁtg
of society and the environment in order to continue the
company’s objective of delivering a deep feeling of social

: responsibility.

As a service organization, we rely heavily on our human
resources to propel our business ahead and fulfill anticipated
service standards. To be successful, we rely heavily on the
performance of our staff in meeting organizational goals
and other aspirations. As a result, finding and keeping high-
caliber employees with the requisite expertise and skills to
execute duties is critical if LBFL is to continue on its path to
success. Of course, this has become a challenge, especially
when the employment market is swamped with countless
job prospects for talented persons both within and beyond
our industry.

Annual Sustainability Report 2021

Strategic Risk :
Strategic risk is defined as the risk associated with existing
: strategy, future business plans and strategies, including :
plans to enter new business lines, expand existing services
: through organic business growth, mergers and acquisitions, :
i or exposure loss resulting from a strategy that turned out :
to be defective or inappropriate. Management evaluates
i performance against expected targets on a regular basis, :
referring to devised strategies and the success of theiré
: implementation. :

Competitor Risk :
: During this fiscal year, a number of finance firms were
established. Banking and NBFI sector margins have shrunk,
: although the market is expected to expand rapidly as :
public view of the sector improves. Owing to the plethora
: of different investment and borrowing options accessible
: to customers in the market, competition for sector players :
remained intense. Most of the time, our management style
! strives to maintain staff morale and motivation in order :
to maintain maximum production levels across all of our
: operations. We are fortunate to have a robust financial :
structure that allows us the chance and flexibility to make
: broad strategic decisions in the face of future challenges. :
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JOURNEY TOWARDS
SUSTAINABILITY

LBFL believes that long-term value generation for all stakeholders is critical as a major
player in Bangladesh’s finance sector. We seek to align all decisions with the ultimate
goal of achieving financial performance and investment returns while minimizing
environmental, social, and governance risks. LBFL is committed to decreasing the
Company’s negative environmental and social imprint across all internal and external
operations.

LBFL has established and implemented mechanisms to stimulate, sway, or mandate
its stakeholders and business partners to minimize environmental impact, protect
the environment, provide a safe and healthy workplace for their employees and
contractual staff, and restore living standards for those impacted by project operations,
wherever relevant and necessary.
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SUSTAINABLE BUSINESS
PRACTICES STANDARDS

GRI: 102-12

66 We try to benchmark our channels to international standards and widely recognized best practices in order
to provide our customers with the comfort of world-class financial services through all of our physical
channels. 99

LankaBangla Finance Ltd. Strives to conduct business in accordance with national and international norms, legislation, and initiatives
that are recognized as essential aspects for a competent non-banking financial institution in terms of environmental, societal, and
governance (ESG) parameters.

Incorporated as organizational

Clasel Suszieli serekiel recommendation for 1st January, 2021

Eeatd sustainability reporting
Environmental & Social Risk To ensure sustainable finance
Management mandated by Bangladesh Bank 2 oL, AL
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STAKEHOLDERS

ANALYSIS

We recognize that we compete and operate on the basis of trust, and that it is our stakeholders who are the ultimate arbiters of
our legitimacy, and therefore our sustainability. Our stakeholders are those individuals or organizations who have direct or indirect
interest in our success or failure and whose opinions and actions can impact our ability to execute our strategy and conduct our
business activities and without whose continuing participation, LBFL cannot survive as a going concern. For reporting purpose, we

identified following parties as our key stakeholders, from a sustainability perspective.

Investors/
Shareholders

ofate
v

Board
members

STAKEHOLDERS

) (1]

Customers Employees

M

Suppliers
and business
partners

KEY

¥

Regulators

Society

LBFL and its stakeholder’s relational influential matrix can be chalked out as follows:

GRI: 102-40

> Investors/ Shareholders
High > Customers
> Employees
> Board Members
R . .
. Suppliers & Business ,  Lenders
Medium partners
. > Regulators
> Society
Influence
by LBFL on
Stakeholder Low > Environmental Groups
Low Medium High
Influence by Stakeholder on LBFL
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GRI: 102-42

Investors/
@ Shareholders

Investors remain LBFL's key stakeholder, who having invested capital, requires information on a
continuous basis to track LBFL's performance and achievements in enhancing shareholder wealth.

Needs and Expectations of the investors/shareholders

» Relevant timeous information on our strategy, prospects and financial and non-financial
performance so that the LBFL group can be fairly valued and appropriate credit ratings assigned

» Consistent financial performance, delivering attractive returns (increasing ROEs) and solid
dividend income, underpinned by a sound balance sheet

» Good and experienced management
» An attractive and sustainable growth strategy

@ Customers

We consider customers as the bread and butter of LBFL’s business, who remain interested as they
transact with LBFL on an ongoing basis. It is important for LBFL to sustain business and build bonds
with them and also to attract new customers.

Needs and Expectations of the customers

Offering innovative solutions and services.

Growing and protecting client investments and wealth.

Financing the aspirations of clients, while protecting against over indebtedness.

v Vv Vv Ww

Providing convenient access to LBFL's financial services with less complexity and improved
flexibility.

» Protecting clients and their assets through secured IT systems and infrastructure.

» Providing value added services that are competitive and transparent in pricing.

» Providing sound financial advice and financial education.

@ Employees

Employees are the most valuable resources of LBFL. We have always been very passionate about
human capital management and takes responsibility for developing employee potentials and
leveraging employee skills in the organization. LankaBangla continues to implement HR policies
and practices that are aimed at growing and developing employees and ensuring their active
contribution towards the achievement of corporate goals. LankaBangla believes that the skills and
enthusiasm of its employees are a major force that helps it to achieve sustainable results.

Needs and Expectations of the employees

Career development opportunities

Adequate training facilities

Effective performance management and recognition

Effective employee relations

v Vv Vv v Vv

A healthy and safe work environment

Suppliers
m & Business

partners

Suppliers have become increasingly important to LBFL with the expansion of its network and
increasing requirement for stationery and other related supplies. To ensure uninterrupted day to
day operational activities we should maintain smooth flow of all related supplies and thus maintain
good relations with our suppliers.

Needs and Expectation of the suppliers and business partners
» Compliance to contractual terms
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Funding providers, mostly LBFL's banking partners are an important component of LBFL's business
as they support LBFL in meeting funding needs, when need arises. It is necessary to sustain a
continued relationship, which will yield mutual benefit for both parties.

Competitive interest rate
Compliance to contractual terms
Building business relationships

Compliance and regulatory risk has become increasingly significant given the more stringent
regulatory environment in which LankaBangla operates. As a listed financial institution and holder
of public deposit LBFL is regulated by following regulators: Bangladesh Bank, Bangladesh Securities
and Exchange Commission (BSEC), National Board of Revenue (NBR)

Ensure effective corporate governance
Compliance with rules and regulations
On time regulatory reporting

Timely submission of VAT and Tax

Ensure value for the general shareholders

As a member of the society LBFL has responsibilities towards the society from a broader
sustainability perspective. Apart from financial needs, LBFL have to act in a socially responsible
manner, for societal benefits.

To act in a socially responsible manner

Environmental groups are organizations coming out of the conservation or environmental
movements that seek to protect, analyze or monitor the environment against misuse or degradation
from human forces.

Protection of environmental and ecological balance

LBFL has a group of experienced and professional Board members in its Board. With immense
experience and professionalism the Board of LankaBangla is conducting its Business for the last 25
years and ensuring proper corporate governance since then.

Sound Financial position

Efficient Financial performance
Effective Corporate Governance
Protecting shareholders wealth
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ENGAGING WITH
OUR STAKEHOLDERS
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GRI: 102-43, GRI: 102-44

Our relationships with all our stakeholders impact directly and indirectly on our business activities and reputation. We proactively
engage with stakeholders to inform our business strategy and operations, shape our products and services, manage and respond to
social expectations, LBFLs reputational risk and influence the environment in which we do business. The ways in which we engage
with our stakeholders, and the frequency with which we do so, varies according to each stakeholder group. Engagement is based on
identified issues and areas of concern that may impact our stakeholders. We use a decentralized stakeholder engagement model in
which individual business units undertake stakeholder engagement appropriate to their areas and are responsible for identifying
stakeholder concerns and taking appropriate action. At the center, the Board, oversees all engagement and plays a key role in analyzing
our business relevant issues and concerns and providing guidance on appropriate responses.

Investors/Shareholders @

Matters Relevant to the
Stakeholder

Our Strategic Response to the
Stakeholder

Shareholder satisfaction
regarding the Company's
financial position
Shareholder views on key
governance and policy matters
Development of shareholder
communication channels
Return on equity and interest
gains

Strategy and business
continuity

Financial performance

Maintaining a consistent
bottom line

Ensuring a sustainable return
on investment

Engaging in greater
transparency in line with the
Corporate Governance Codes

Maintaining the Company’s
reputation and credibility
Safeguarding asset quality

Engagement Engagement
Mechanism Frequency
Annual General Meeting Annual
(AGM)
Annual Report Annual
Integrated Report Annual

Announcements to
Shareholders

Ad hoc as necessary
(Interim accounts-
quarterly)

Extraordinary General
Meetings

Ad hoc as and when
necessary

One-To-One Meetings

As necessary

LBFL website information
updates

On a regular basis

Press releases and articles
in magazines

At least one release per
quarter

Customers @

Matters Relevant to the
Stakeholder

Our Strategic Response to the
Stakeholder

Engagement
Mechanism

Engagement
Frequency

Customer service
Customer Security

Satisfaction on existing
products

Brand perception and
reputation

Customer convenience

Need for innovation and
customized solutions

Communication methods

Timely and relevant
information on products and
services

Customer touch-points
Customer benefits and rewards
Loyalty recognition

Effective compliant resolutions
Maintain service excellence
Deliver technology-driven
solutions

Continuous introduction of
innovative products
Maintaining data security and
customer privacy

Effective marketing and
communication

Customer awareness
programs

Annually in every branch

Direct customer feedback
to any of LBFL service
points

On a regular basis

Marketing visits/ Field
visits

Credit customers mostly
once prior to transacting

Deposit customers on an
ad hoc basis and selective

One-to-One meetings

As necessary

Customer suggestions
via suggestion boxes and
follow up

Ad hoc

Telephone discussion/
E-mails

On a regular basis

Media campaigns

As necessary
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/ Journey Towards Sustainability / Stakeholders Analysis

Employees @

Matters Relevant to the
Stakeholder

Our Strategic Response to the
Stakeholder

Engagement
Mechanism

Engagement
Frequency

Ethical employment practices

Career development
opportunities

Employee communication and
feedback

Rewards/recognition
Employee well-being
Work-life balance

Competitive rewards and
benefits

Promote greater diversity and
inclusion

Develop from within through
training

Performance based incentive
Effective handling of grievances

Maintain high standards of
occupational health and safety

Ensure employees’ welfare

LBFL corporate website

On a regular basis

Inculcating an open-door
policy for employees to
freely interact one-on-
one with MD and other
senior officials

On a regular basis

Management Meetings

As and when necessary

Performance appraisal

and individual review Annual
meetings
Town Hall Meetings Biannual
Internal news-letter

Monthly

communique

Corporate communiques
via circulars, memos and
e-mails

On a regular basis

Media campaigns

As necessary
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/ Journey Towards Sustainability / Approach Towards Sustainability

APPROACH TOWARDS
SUSTAINABILITY

TOWARDS A SECURE FUTURE...

We Serve

Annual Sustainability Report 2021

We Focus On

Economic Sustainability

Produce strong financial results consistently to ensure long
term financial stability and continuity of business operations

Good Governance

Ethical Business Principles
Leadership

Market Share

Productivity and Efficiency

Social Sustainability

Deliver solutions to help eliminate persistent socio-economic
inequalities

Socially Responsible Products and Services
Equal Employment Opportunity
Financial Inclusions

Environmental Sustainability

for the industry

Lead by example in the adoption of eco-friendly best practices

Digital Solutions
Paperless Operations
Green Lending

Contribution towards Achieving the United Nations Sustainable Development Goals

Complying with all
applicable laws &
regulations

Promote sustainable
lending and refrain from
lending to industries

that are against LBFL's
environmental and social
| management criteria

Working continuously to
protect the environment,
respect human rights and

uphold labor standards

Committed to
sustainable
development

o’

Integrating sustainability
into the core business
strategy

VSup;aort;\r:d encourage

customers to enable
them to strike a
balance between
financial gain and their
responsibility to society
and environment

Continuously updating
the range of offerings to
promote product/ services
responsibility
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/ Journey Towards Sustainability / Approach Towards Sustainability

GRI: 102-18

Governance Structure for Sustainability

Head of Corporate Head of SME Financial

Chief Risk Officer Financial Services Division Services

Senior Manager, Project,
Chief Credit Officer Head of GIS Structured and Sustainable
Finance Department
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/ Journey Towards Sustainability / Value Creation Structure

VALUE CREATION

STRUCTURE

Inputs:

Financial Capital
@ > Equity

> Deposite & Borrowings
> Profitability

<. Manufactured Capital
. > Branches

> Call Centers

> IT Infrastructure

Processes

Culture
Knowledge

In House Software
E-Learning

@ Intellectual Capital
»

v v v v

Human Capital
@ > Experienced and
competent human
resources

> Technical and
managerial skills

Social & Relationship Capital
> Investment in brand
awareness
»  service assurance
> Uncompromised
customer service
> CSR Activities

@ Natural Capital
> Utilities

> Policy inputs and
initiatives
> from the company

A

NS

i

Value Creation Process

Internal Environment

|

Vision of being the most preferred

financial service provider

Values and Corporate Culture

|

Process Technology

sesecsesecscsccesenne o
B o

Pec;ple

Strategic Imperatives

Cost Management

Risk Mitigation

J

/Strategic Theme for 2021
> Competitive Positioning
Digital Leadership
Customer Experience
Paperless Operations
Operational Excellence
Employee Digital Experience
Driving a High Performance Standard
Community Stewardship

v vV wVvwvwvyw

-
_

United Nations Sustainable
Development Goals

Key Enablers of Value Creation

i

J

(Business Lines
) Corporate Finance
> SME Finance
> Retail Finance
Support Functions
> Operational Support
> Legal, Admin & HR Support
> Customer Care Centre
> IT & Data Support

v

Governance, Framework & Risk

-
_

Management

External Environment
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GRI: 102-15

Outcomes:

(Details in Page 67-69)
Financial Capital
> Standalone 5.66% ROE
> 0.19% 5-year CAGR in Standalone
investment portfolio growth
> Quality of asset portfolio improved

(Details in Page 82-86)

Manufactured Capital

> Geographically well distributed
network coverage

> Efficiency gain in operating capability

> Reduction in TAT (turnaround time)

(Details in Page 76-81)
Intellectual Capital
> Speed of approval process and
operations improved over the year
> FinSmart

(Details in Page 70-75)
Human Capital
> BDT 6,215,647 paid for employee
benefit
» 24,199 man-hour training provided
> Rise in employee productivity
> Career advancement

(Details in Page 87-89)

Social & Relationship Capital

> Dividends paid to shareholders

> Paid Internship opportunities for Fresh
Graduates

> Rehabilitation programs

(Details in Page 90-91)
Natural Capital
> LEED Certified LankaBangla Tower
> 1SO 27001 Certified
> Green Branch
> Green Financing
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/ Journey Towards Sustainability / Assessing Materiality

ASSESSING
MATERIALITY

GRI: 102-47

The assessment of Materiality is the first stage in our value creation journey. Materiality is a term that outlines why and how certain
issues are relevant in our own business. The dangers and opportunities in our immediate operational environment, changes to legal
and regulatory frameworks, global trends, and insights from stakeholder feedback all play a role in determining materiality. This
approach is further aided by data-driven insights from independent reports, which include assessments of sector-specific issues
and legal requirements. Each topic’s materiality is assessed by its significance, likelihood of occurrence, and extent of impact.
Where applicable, Material Topics are further aligned to GRI indicators.

We employ materiality analysis to identify major issues that are important to our business. We identified the most important
components of sustainability based on our understanding of our stakeholders’ needs and objectives. Our identified stakeholders’
expectations and concerns assist us in prioritizing strategy, policies, and action plans in the areas of economics, environment, and
society. Based on their value to stakeholders, these inputs were mapped on a materiality matrix.

Materiality Process

The report detailed the Company's social, economic, and environmental objectives. In conformance with the updated GRI standards,
the various aspects mentioned in the GRI Standards and topic specific disclosures were evaluated and considered material based
on their significance to our business and to our stakeholders, which contributed to defining the report content and communicating
performance during 2021.

Identify significant Identify material From step-1 and Identify the aspects Conduct structured
issues of relevance as  issues recognized by step-2, prepare a as material if they interactions with
per GRI standards other NBFls comprehensive list of  are rated HH or responsible teams to
aspects that could be  MH for its impact evaluate the impact
material on businesses and of aspects (High,
stakeholders Medium, and Low)
on the business(s),
impact on the
stakeholders
Economic Environmental Social
Economic Performance Energy 10. Employment
Indirect Economic Impacts Water and effluent 11. Occupational health and safety

Procurement Practices
Anti-Corruption

TAX

Reduction of GHG emission

Effluent and waste

12.

13.

14.

Training and education
Diversity and equal opportunity

Local Communities
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/ Journey Towards Sustainability / Assessing Materiality

Annual Sustainability Report 2021

well-beings.

Topic GRI Linked to Page Reference
Material Topics Reason for Materiality Strategy to Management
Boundary | Relevance
Through Approach

Economic Topics

1. Economic Performance | Impact of economic Internal 201-1 Financial Capital | Page 46 of this
performance is highly important report
to grow the wealth of the
organization and society

2. Indirect Economic Economic growth resulting External 203-2 Social and Page 57-61 of

Impact from the use of products or this report
services & also from women
empowerment

3. Procurement Practice Local sourcing can be a strategy | External 204-1 Manufactured Page 42-43 of
to help ensure supply, support Capital this report
a stable local economy, and
maintain community relations.

4. Anti-Corruption Risk assessments can help Internal/ 102-17; Human Capital Page 45 of this
to assess the potential for External 205-1 report
incidents of corruption within
and related to the organization,
and help the organization to
design policies and procedures
to combat corruption.

5. Tax Having robust governance, Internal/ 207-3 Financial Capital | Page 47-48 of
control, and risk management External this report
systems in place for tax can
be an indication that the
reported approach to tax and
tax strategy are well embedded
in an organization and that
the organization is effectively
monitoring its compliance
obligations.

Environmental Topic

6. Energy The organization can Internal/ 302-1; Natural Capital Page 63 of this
report reductions in energy External 302-4 report
consumption by combining
energy types, or separately for
fuel and electricity. Alongside,
without electricity or fuel, daily
work activities will be disrupted.

7. Water and Effluent The organization can consider Internal/ 303-1 Natural Capital Page 63 of this
its future impacts on water External report
quality and availability, as these
factors can change over time.

8. Reduction of GHG LBFL aimed at improving Internal/ 305-5 Natural Capital Page 63 of this

emissi