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Independent Auditor’s Report
to
The Shareholders of LankaBangla Finance Limited
Report on the Audit of the Consolidated and Separate Financial Statements

Opinion

We have audited the consolidated financial statements of LankaBangla Finance Limited and its
subsidiaries (the “Group”) as well as the separate financial statements of LankaBangla Finance Limited
(the “Company”), which comprise the consolidated and separate balance sheets as at 31 December
2018 and the consolidated and separate profit and loss accounts, consolidated and separate statements
of changes in equity and consolidated and separate cash flow statements for the year then ended, and
notes to the consolidated and separate financial statements, including a summary of significant
accounting policies.

In our opinion, the accompanying consolidated financial statements of the Group and separate financial
statements of the Company give a true and fair view of the consolidated balance sheet of the Group
and the separate balance sheet of the Company as at 31 December 2018, and of its consolidated and
separate profit and loss accounts and its consolidated and separate cash flows for the year then ended
in accordance with International Financial Reporting Standards (IFRSs) as explained in notes 1 to 42.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the
Audit of the Consolidated and Separate Financial Statements section of our report. We are independent
of the Group and the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (IESBA Code), Bangladesh Securities and
Exchange Commission (BSEC) and Bangladesh Bank, and we have fulfilled our other ethical
responsibilities in accordance with the IESBA Code and the Institute of Chartered Accountants of
Bangladesh (ICAB) Bye Laws. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our
audit of the consolidated and separate financial statements for the current period and include the most
significant assessed risks of material misstatement (whether or not due to fraud) that we identified.
These matters were addressed in the context of our audit of the consolidated and separate financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion

on these matters.

Key Audit Matter

How our audit addressed the key audit matter

Leases, Loans and Advances and Measurement
of provisions

The process for estimating the provision for
leases, loans and advances portfolio associated
with credit risk is significant and complex.

For the individual analysis, these provisions
consider the estimates of future business
performance and the market value of collateral
provided for credit transactions.

For the collective analysis, these provisions are
manually processed that deals with voluminous
databases, assumptions and calculations for the
provision estimates of complex design and
implementation.

At year end 2018 the Group reported total gross
leases, loans and advances of BDT 68,676.03
million (2017: BDT 66,544.36 million) and
provision for leases, loans and advances of BDT
1,598.35 million (2017: BDT 1,434.42 million).
The total provision for leases, loans and
advances shown in the profit and loss for this
year stands BDT 629.85 million (2017: BDT
285.21 million).

We have focused on the following significant
judgments and estimates which could give rise to
material misstatement or management bias:

* Completeness and timing of recognition of loss
events in accordance with criteria set out in FID
circular No. 08 dated 03 August 2002, FID
circular No. 03, dated 03 May 2006 and FID
circular No. 03, dated 29 April 2013;

e For individually assessed provisions, the
measurement of the provision may be
dependent on the valuation of collateral,
estimates of exit values and the timing of cash
flows.

Provision measurement is primarily dependent
upon key assumptions relating to probability of
default, ability to repossess collateral and
recovery rates;

See note no 12.4 to the financial statements

We tested the design and operating effectiveness
of key controls focusing on the following:

o Tested the credit appraisal, loan disbursement
procedures, monitoring and provisioning
process;

¢ |dentification of loss events, including early
warning and default warning indicators;

* Reviewed quarterly Classification of Loans (CL);

Our substantive procedures in relation to the
provision for leases, loans and advances portfolio
comprised the following:

e Reviewed the adequacy of the companies
general and specific provisions;

e Assessed the methodologies on which the
provision amounts based, recalculated the
provisions and tested the completeness and
accuracy of the underlying information;

e Finally assessed the appropriateness and
presentation of disclosures against relevant
accounting standards and Bangladesh Bank
guidelines.

Carrying value of investments in subsidiary(s)
by LankaBangla Finance Limited

The LankaBangla Finance Limited (the
“Company”) has invested in equity shares of its
subsidiaries LankaBangla Securities Limited,
LankaBangla Asset Management Company
Limited and LankaBangla Investment Limited. As
at 31 December 2018 the carrying value of this
investment is BDT 4,630.94 million.

At the time of conducting our audit of the
separate financial statements of the LankaBangla
Finance Limited we have considered the
recoverable value of the LankaBangla Finance
Limited’s investments in LankaBangla Securities
Limited, LankaBangla Asset Management
Company Limited and LankaBangla Investment
Limited stated at cost.

Management has conducted impairment
assessment and calculated recoverable value of
its subsidiaries LankaBangla Securities Limited,
LankaBangla Asset Management Company
Limited and LankaBangla Investment Limited in
accordance with IAS 36.

See note no 9 to the financial statements

We have reviewed Management’s analysis of
impairment assessment and recoverable value
calculation of subsidiaries in accordance with IAS
36.

In  particular, our discussion with the
Management were focused on the continued
appropriateness of the value in use model, the
key assumptions used in the model, the
reasonably possible alternative assumptions,
particularly where they had the most impact on
the value in use calculation.

We also checked mathematical accuracy of the
model, recalculated discount rate used within
the model, inputs used in the determination of
assumptions within the model were challenged
and corroborating information was obtained
with reference to external market information,
third-party sources.

Investment and provision for diminution in
value of investment

Group investments comprise of marketable
ordinary shares of BDT 5,283.07 million, non
marketable ordinary shares of BDT 230.52
million and commercial papers of BDT 200
million.

Group investments in securities and commercial
papers are valued at BDT 5,713.59 million and
represent 7%of total assets. This was an area of
focus for our audit and significant audit effort
was directed.

The investment portfolio of the LankaBangla
Finance Limited comprises investments in
marketable ordinary shares of BDT 2,085.74
million, non marketable ordinary shares of BDT
123.57 million and commercial papers of BDT
200 million.

Investments in quoted shares and unquoted
shares are valued at average cost. However, the
company made provision for diminution in value
of investment as per FID circular no. 8 dated 3
August 2002 and DFIM circular no. 02 dated 31
January 2012.

We focused on this area because of the
significance of the investments in the financial
statements, and departure from the recognition
and presentation criteria of IFRS 9, IFRS 7 & IAS
32 to comply the above circular of Bangladesh
Bank for determining the valuation methodology
and presentation to be applied by the
management of the company.

See notes 2.16, 6 and 32 to the financial statements.

Our audit procedures included updating our
understanding of the business processes
employed by the Company for accounting for,
and valuing, their investment portfolio.

Our audit approach was a combination of test of
internal control and substantive procedures.

We obtained sufficient audit evidence to
conclude that the inputs and methodologies
used for the valuation of the investments are
within a reasonable range and that valuation
policies were consistently applied by the
management of the company.

We assessed the design and operating
effectiveness of the Group’s key controls
supporting the identification, measurement and
oversight of valuation risk of financial assets.

We verified the existence and legal ownership of
equity investments and commercial paper by
confirming investment holdings with CDBL
statement, Trust deed and record from the
Registrar of Joint Stock Companies & Firm
appropriate.

We tested the calculations of provision for
diminution in value of investment and checked
the presentation and disclosure of investment in
compliance with FID circular no. 8 dated 3
August 2002 and DFIM circular no. 2 dated 31
January 2012 issued by Bangladesh Bank.

Key Audit Matter

How our audit addressed the key audit matter

Measurement of deferred tax assets

LankaBangla Finance Limited has unrecognised
deferred tax assets in respect of unabsorbed tax
losses, unabsorbed capital allowance, and other
timing differences.

There is inherent uncertainty involved in
forecasting future taxable profits, which
determines the extent to which deferred tax
assets are or are not recognised.

LankaBangla Finance Limited reports net
deferred tax assets totalling to BDT 20.67 million
as at 31 December 2018.

Significant judgment is required in relation to
deferred tax assets as their recoverability is
dependent on forecasts of future profitability
over a number of years.

See note no 2.37b and 9.1.1.1 to the financial
statements

We obtained an understanding, evaluated the
design and tested the operational effectiveness
of the Group’s key controls over the recognition
and measurement of Deferred Tax Assets and the
assumptions used in estimating the LankaBangla
Finance Limited’s future taxable income.

We also assessed the completeness and accuracy
of the data used for the estimations of future
taxable income.

We evaluated the reasonableness of key
assumptions, timing of reversal of temporary
differences and expiration of tax loss carry
forwards, recognition and measurement of
Deferred Tax Assets.

We assessed the adequacy of the company’s
disclosures setting out the basis of deferred tax

asset balances and the level of estimation
involved.
We also assisted in evaluating the tax

implications, the reasonableness of estimates
and calculations determined by management.

Finally assessed
presentation of disclosures against
Income Tax.

the appropriateness and
IAS 12

Valuation of defined benefits plan

The Company operates an funded gratuity
scheme. In accordance with the rules of the
Gratuity Fund, a benefit becomes due when a
member ceases to be a member of the Fund.
These results in the Fund having a constructive
obligation to pay the benefit. Consequently, the
Fund is required to recognize the liability related
to such benefits. At year end the Group reported
a net funded gratuity liability of BDT 72.76
million (2017: BDT 70.68 million).

The benefits payable to members are calculated
in terms of section-4 of the rules of the Fund.
Methodologies applied in the calculation of the
benefits payable to members as disclosed in note
2.36.2 and 12.1 of the financial statements which
include:

Liability for gratuity is provisioning on the
presumption that all the employees are retiring
on the balance sheet date rather than actuarial
calculation of the gratuity. Therefore, valuation
of the benefits payable provision is considered as
a key audit matter.

Our audit procedures included updating our
understanding of the business processes
employed by the Company for accounting for,
and valuing, their defined benefit plan.

We obtained sufficient audit evidence to
conclude that the inputs and methodologies
used to determine the liability for defined
benefit plan.

We assessed the design and operating
effectiveness of the Group’s key controls
supporting the identification, measurement and
oversight of valuation of the defined benefits
payable provision.

We examined the basis on which gratuity is
payable to the employee and is worked out the
liability for gratuity on the presumption that all
employees retire on the balance sheet date.

We ensured that the basis of computing gratuity
is valid; verify the computation of liability on
aggregate basis.

We checked the amount of gratuity paid to
employees who retired during the year with
reference to the number of years of service
rendered by them.

We tested the employees data used in
calculating obligation.

We assessed the appropriateness and
presentation of disclosures against IAS 19
Employee Benefits.

Legal and regulatory matters

We focused on this area because the
LankaBangla Finance Limited and its subsidiaries
(the “Group”) operate in a legal and regulatory
environment that is exposed to significant
litigation and similar risks arising from disputes
and regulatory proceedings. Such matters are
subject to many uncertainties and the outcome
may be difficult to predict.

These uncertainties inherently affect the amount
and timing of potential outflows with respect to
the provisions which have been established and
other contingent liabilities.

Overall, the legal provision represents the
Group’s best estimate for existing legal matters
that have a probable and estimable impact on
the Group’s financial position.

See note no 1 to the financial statements

We obtained an understanding, evaluated the
design and tested the operational effectiveness
of the Group’s key controls over the legal
provision and contingencies process.

We enquired to those charged with governance
to obtain their view on the status of all
significant litigation and regulatory matters.

We enquired of the Group’s internal legal
counsel for all significant litigation and regulatory
matters and inspected internal notes and
reports. We also received formal confirmations
from external counsel.

We assessed the methodologies on which the
provision amounts are based, recalculated the
provisions, and tested the completeness and
accuracy of the underlying information.

We also assessed the Group’s provisions and
contingent liabilities disclosure.

IT systems and controls

Our audit procedures have a focus on IT systems
and controls due to the pervasive nature and
complexity of the IT environment, the large
volume of transactions processed in numerous
locations daily and the reliance on automated
and IT dependent manual controls.

Our areas of audit focus included user access
management, developer access to the
production environment and changes to the IT
environment. These are key to ensuring IT
dependent and application based controls are
operating effectively.

We tested the design and operating effectiveness
of the Group’s IT access controls over the
information systems that are critical to financial
reporting. We also assessed the total IT security
over its operation in accordance with the
Guideline on ICT Security For Banks and
Non-Bank Financial Institutions dated May, 2015
Version 3.0. We tested IT general controls (logical
access, changes management and aspects of IT
operational controls). This included testing that
requests for access to systems were
appropriately reviewed and authorized.

We tested the Group’s periodic review of access
rights. We inspected requests of changes to

systems for appropriate approval and
authorization. We considered the control
environment relating to various interfaces,
configuration and other application layer

controls identified as key to our audit.

Where deficiencies were identified, we tested
compensating controls or performed alternate
procedures. In addition, we understood where
relevant, changes were made to the IT landscape
during the audit period and tested those changes
that had a significant impact on financial
reporting.

Accuracy and revenue

recognised

completeness of

The Group reported revenue of BDT 9,095
million from lease finance, term finance, credit
cards, term deposit receipts, investment income
and related activities.

The application of revenue recognition
accounting standards is complex and involves a
number of key judgments and estimates,
including  those applied on revenue
arrangements with multiple elements and those
contracts where there is existence of principal
and agent relationship.

Due to the estimates and judgment involved in
the application of the revenue recognition
accounting standards and the degree of
complexity of IT systems and processes used, we
have considered this matter as a key audit
matter.

The Group’s accounting policies relating to
revenue recognition are presented in note 2.33
to the consolidated financial statements.

See note no 17 to the financial statements

Our audit approach included a combination of
controls testing, data analytics and substantive
procedures covering the following:

e we understood the significant
processes including performance of an end to
end walkthrough of the revenue assurance
process and identifying the relevant controls
(including IT systems, interfaces and reports);

revenue

e we tested the design and operating
effectiveness of the relevant controls;

* we involved our internal IT specialists to test IT
general controls, system interfaces, data/
information reporting and application specific
controls surrounding relevant revenue systems;

* we reviewed significant new contracts and
regulatory determinations, the accounting
treatments opted and testing the related
revenues recognised during the period;

e we performed data analysis and analytical
reviews of significant revenue streams;

* we reviewed key reconciliations performed by
the Revenue Assurance team;

* we performed specific procedures to test the
accuracy and completeness of adjustments
relating to multiple element arrangements and
grossing up certain revenue and costs; and

e we performed procedures to ensure that the
revenue recognition criteria adopted by each
group entity for all major revenue streams is
appropriate and in line with the Group’s
accounting policies.

Through our instructions, supervision and
review, the auditors of the Group’s significant
entities performed consistent audit procedures
on revenue.

LANKABANGLA FINANCE LIMITED AND ITS SUBSIDIARIES

Audited Financial Statements
As at and for the year ended 31 December 2018

LANKABANGLA FINANCE LIMITED
Safura Tower (Level-11)

20, Kemal Ataturk Avenue, Banani
Dhaka-1213, Bangladesh.

Phone : +88 02 988 3701-10

Fax : (88 02) 588 10998
www.lankabangla.com

We have nothing to report on going concern

We are required to report to you if we have concluded that the use of the going concern basis of
accounting is inappropriate or there is an undisclosed material uncertainty that may cast significant
doubt over the use of that basis for a period of at least twelve months from the date of approval of
the financial statements. We have nothing to report in these respects.

Other Information

Management is responsible for the other information. The other information comprises all of the
information in the Annual Report other than the consolidated and separate financial statements and
our auditors’ report thereon. The Annual Report is expected to be made available to us after the date
of this auditor’s report.

Our opinion on the consolidated and separate financial statements does not cover the other
information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information identified above when it becomes available and, in doing so, consider whether the
other information is materially inconsistent with the financial statements or our knowledge obtained
in the audit or otherwise appears to be materially misstated.

When we read the Annual Report, if we conclude that there is a material misstatement therein, we
are required to communicate the matter to those charged with governance.

Responsibilities of Management and Those Charged with Governance for the Consolidated and
Separate Financial Statements and Internal Controls

Management is responsible for the preparation and fair presentation of the consolidated financial
statements of the Group and also separate financial statements of the Company in accordance with
IFRSs as explained in note no 2, and for such internal control as management determines is necessary
to enable the preparation of consolidated and separate financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the consolidated and separate financial statements, management is responsible for
assessing the Group’s and the Company’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Group and the Company or to cease operations, or has
no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s and the Company’s
financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated and Separate Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated and separate
financial statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not a guarantee that an audit conducted in accordance with ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated and separate financial
statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

® |dentify and measure the risks of material misstatement in the consolidated and separate financial

statements, whether due to fraud or error, develop and perform audit procedures in response to
those risks, and obtain audit evidence that is sufficient and relevant to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

® Obtain an understanding of internal control relevant to the audit in order to develop audit
procedures that are appropriate in the circumstances but not to express an opinion on the
effectiveness of the group’s internal control.

® Assess the adequacy of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to
events or conditions that may cast significant doubt on the Group’s and the Company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures in the consolidated and separate
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the Group and the Company to cease to continue as a going
concern.

Evaluate the overall presentation, structure and content of the consolidated and separate financial
statements, including the disclosures, and whether the consolidated and separate financial
statements represent the underlying transactions and events in a manner that achieves fair
presentation.

® Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the direction, supervision and performance of the group audit.
We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the consolidated and separate financial statements of
the current period and are therefore the key audit matters. We describe these matters in our auditors’
report unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

Report on other Legal and Regulatory Requirements

In accordance with the Companies Act, 1994, the Securities and Exchange Rules 1987, the Financial

Institutions Act, 1993 and the rules and regulations issued by Bangladesh Bank, we also report that:

(i)  we have obtained all the information and explanations which to the best of our knowledge and
belief were necessary for the purpose of our audit and made due verification thereof;

(ii)  in our opinion, proper books of accounts as required by law have been kept by the Company so

far as it appeared from our examination of those books;

(iii)

the consolidated balance sheet and consolidated profit and loss account together with the
annexed notes dealt with by the report are in agreement with the books of account and returns;

(iv)
(v) the financial statements of the Company have been drawn up in conformity with the Financial

Institutions Act, 1993 and in accordance with the accounting rules and regulations which were
issued by Bangladesh Bank to the extent applicable to the Company;

the expenditures incurred were for the purpose of the Company’s business for the year;

(vi) adequate provisions have been made for loans, advances, leases, investment and other assets
which are, in our opinion, doubtful of recovery and Bangladesh Bank’s instructions in this regard
have been followed properly;

(vii) the financial statements of the Company conform to the prescribed standards set in the
accounting regulations which were issued by Bangladesh Bank after consultation with the

professional accounting bodies of Bangladesh;

(viii) the records and statements which were submitted by the branches have been properly
maintained and recorded in the financial statements;

(ix) statements sent to Bangladesh Bank have been checked on sample basis and no inaccuracy has

come to our attention;

(x) taxes and other duties were collected and deposited in the Government treasury by the
Company as per Government instructions found satisfactory based on test checking;

(xi) nothing has come to our attention that the Company has adopted any unethical means i.e.
‘window dressing’ to inflate the profit and mismatch between the maturity of assets and
liabilities;

(xii) proper measures have been taken to eliminate the irregularities mentioned in the inspection
report of Bangladesh Bank and the instructions which were issued by Bangladesh Bank and
other regulatory authorities have been complied properly as disclosed to us by management;
(xiii) based on our work as mentioned above under the auditor’s responsibility section, the internal
control and the compliance of the Company is satisfactory, and effective measures have been
taken to prevent possible material fraud, forgery and internal policies are being followed

appropriately;
(xiv) the Company has complied with relevant laws pertaining to capital, reserve and net worth, cash

and liquid assets and procedure for sanctioning and disbursing loans/leases found satisfactory;

we have reviewed over 80% of the risk weighted assets of the Company and we have spent
around 1875 person hours for the audit of the books and accounts of the Company;

(xv)

(xvi) the Company has complied with relevant instructions which were issued by Bangladesh Bank

relevant to classification, provisioning and calculation of interest suspense;

(xvii) the Company has complied with the 'First Schedule' of Bank Companies Act, 1991 in preparing
these financial statements in accordance with DFIM circular no. 11, dated 23 December 2009;

and

(xviii) all other issues which in our opinion are important for the stakeholders of the Company have

been adequately disclosed in the audit report.

S. F. Ahmed & Co.
Chartered Accountants

Dhaka, 12 February 2019

The above financial statements are available in the website of the Company at: www.lankabangla.com
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| |
Consolidated Balance Sheet . Consolidated Statement of Cash Flows | Separate Profit and Loss Account
As at 31 December 2018 ! Forthelyeanended3TiDecember2018 7 T | For the year ended 31 December 2018
Amount in Taka : °"'"t A o : Amount in Taka
31.12.2018 31.12.2017 : A) Cash flows from operating activities ' 2018 2017
PROPERTY AND ASSETS | Interest received 9,100,352,454 7,000,853,944 | Operating Income
' Interest paid (6,037,422,733) (4,364,777,925) 1
N Dividend received 67,614,353 91,737,809 | Int t 8567,125 131 6,623,172,217
C“h, . . . . 1,002,028,777 1,155,230,423 : Fees and commission received 1,131,493,341 1,655,361,503 | Ln er,els tmcoTe deposits & b . 6’189’678’ 453 4’5 42’057’908
Cash in hand (including foreign currencies) 904,927 476,721 ! Income from investment 365.527.356 834,879,162 | ess : Interest expenses on deposits & borrowings ,189,678, ,542,057,
Balance with Bangladesh Bank and its agent banks (including foreign currencies) 1,001,123,850 1,154,753,702 ' Cash paid to employees (including directors) (1,430,473,648) (1,239,038,975) Net interest |pcome 2,377,446,678 2,081,114,310
| Cash paid to suppliers (135,351,794) (133,776,169) | Income from investment 111,324,841 629,295,121
. " g ' Income taxes paid (256,764,724) (334,203,698) Commission, exchange and brokerage income - -
Bal.ance with other banks and financial institutions 8,431,276,535 8,874,982,033 : Received from other operating activities 396,575,396 332,151,045 | Other operational income 554,527,453 566,516,751
Inside Bangladesh ‘ 8,431,276,535 ‘ ‘ 8,874,932,033‘ H Paid for other operating activities (1,075,591,831) (1,065,727,673)
Outside Bangladesh - - N Cash generated from operating activities before changes in | A
: operating assets and liabilities 2,125,958,170 2,777,a59,023 . 1otal operating income 3,043,298,972 3,276,926,181
Money at call and short notice - ; : Increase/(decrease) in operating assets & liabilities: i Operating Expenses
! ! Salary and allowances 871,504,067 795,440,906
Investment 5,713,587,671 5,469,169,711 : Loans and advances to customers (2,502,462,489) (16,136,077,333) | Rent, taxes, insurance, electricity etc. 177,946,355 151,537,075
Government securities ‘ - ‘ ‘ - ‘ ! Other assets 166,538,173 81,328,333 | Legal and professional fees 20,969,653 30,932,570
Other investments 5713587671 5469169 711 ' Deposits from customers 1,729,388,281 11,526,665,383 1 -
Inve 113,067 ,409,109, ' Other liabilities 156,670,981 201,817,863 | Post_age, stam_p, _telecomml_mlcarlon etc. 19,791,839 22,355,446
[ Total increase/(decrease) in operating assets & liabilities (449,865,055) (4,326,265,753) 1 Stationery, printing, advertisement 38,421,114 52,134,306
Leases, loans and advances 68,676,032,831 66,544,357,447 ! ! Managing director's salary and allowance 15,479,000 10,726,667
Loans, cash credit and overdraft etc. 68,676,032,831 66,544,357,447 ' Net cash flows/(used in) from operating activities 1,676,093,115 (1,548,806,730) Director fees and expenses 642,800 752,000
Bills discounted and purchased - - i . . o . Audit fees 575,000 575,000
! B) Cash flows from investing activities ! Repairs, maintenance and depreciation 149,886,801 131,206,897
Fixed assets including land, building, furniture and fixtures 2,405,753,963 1,802,830,502 i Investment in securities (494,417,960) (682,519,454) ' Other expenses 454,865,475 438,343,936
: Purchase of fixed assets (815,517,352) (491,514,678) | ~ Total operating expenses 1,750,082,104 1,634,004,803
Other assets 1,660,000,929 1,596,145,058 ' Investment in commercial paper 250,000,000 250,000,000
| Sales proceeds of fixed assets 41,963,461 8,057,460 | Net Operating Income 1,293,216,868 1,642,921,379
Non-Banking assets [ Acquisition of shares from non-controlling interest (1,250,000) (5,000,000) '
- - - ' > S . b T
8 ' Net cash used in investing activities (1,019,221,851) (920,976,672) , Provisions for loans, investments and other assets 477,483,902 245,531,162
TOTAL PROPERTY AND ASSETS 87,888,680,706 85,442,715174 | ) Cash flows from financing activities L proveonslorlessesandloans o ments it 248,441,162
: i : G | ision for oth: t: '700:000 2,910,000,
LIABILITY AND SHAREHOLDERS' EQUITY ' Elegchet'r;th Zt etesrumbslgf;:hi\;erdraft and REPO ‘i’i@%’éﬁ?’%ﬁé’ 7,223,233,(7523 ; eneral provision for other assets ( )
Liabilti i Transaction cost against right issue (10,170,363) - Profit before tax and reserve 815,732,966 1,397,390,217
iabilities ' Dividend paid (374,109,324) (392,592,853)
) . S E Net cash flows from/(used in) financing activities (1,253,778,239) 7,456,402,533 E Provision for tax 101,576,334 44,599,710
Borrowings from Bangladesh Bank, other banks and financial institutions 16,263,240,621 18,563,686,212 ' D) Netincrease/(decrease) in cash & cash equivalents (596,906,975) 4,986,619,131 | Current tax ‘ 101,576,334 ‘ ‘ 74,599,710 ‘
i ' E) Effect of exchange rates on cash and cash equivalents (168) 9,496 1 Deferred tax - -
Deposits and other accounts 53,404,546,419 51,675,158,138 | F) Cash and cash equivalents at the beginning of the year 10,030,212,456 5,043,583,829 |
Current deposits and other accounts etc. - - ! G) Cash and cash equivalents at the end of the year 9,433,305,312 10,030,212,456 1 Net profit after tax 714,156,632 1,352,790,507
Bill bl - -
S;vsinpaz?ml?de 0osit - - : * Closing cash and cash-equivalents ! Appropriations 142,831,326 270,558,101
g ) P | Cash in hand (including foreign currencies) 904,927 476,721 | e e
Term deposits 53,231,132,604 51,552,816,766 h Balance with Bangladesh Bank and its agent bank (s) 1,001,123,850 1,154,753,702 1 Statutoryreserve ‘ 142,831,326 ‘ ‘ 270,558,101 ‘
Bearer certificate of deposits - - | Balance with other banks and financial institutions 8,431,276,535 8,874,982,033 | General reserve - -
Other deposits 173,413,815 122,341,372 ' 9,433,305,312 10,030,212,456 !
' ' Retained surplus 571,325,305 1,082,232,406
' Net Operating Cash Flows Per Share - (NOCFPS) (restated: 2017) 3.30 (3.38) 1 P === e
' '
Other liabilities 8,286,435,375 6,775,350,993 ! ! Earnings Per Share- (EPS) (restated: 2017 ) 1.40 2.95
' '
TOTAL LIABILITIES 77,954,222,415 77,014,195,343 l‘ . - o ) x P
T e l*:é A d '
SharEhOIders' Equ“y 9’823’214’683 8’327’000'468 : D‘Irectc;r Director Mana, :ln Director Com/ any Secretan Chief F:nanc'al Officer : I % l{‘&ﬂ" "l - r:ﬁ"‘:;‘- »
i i ing Di ief Financi £ 2 ¥ -
Paid up capital 5,131,796,410 3,182,509,410 ' sine pany M s L ALY o ==
Share money deposit for right issue - 160,307,660 ' ' v / o
Share premium 1,090,888,800 1,090,888,800 ! | Director Director Managing Director Company Secretary Chief Financial Officer
Statutory reserve 1,615,433,347 1,472,602,021 | |
General reserve 53,048,686 50,867,438 | |
Retained earnings 1,932,047,440 2,369,825,140 | - J:X-—--'-"ﬂ"”- !
] Dhaka, 12 February 2019 S. F. Ahmed & Co. ]
Non controlling interest 111,243,608 101,519,363 : Chartered Accountants : - ﬂ_wﬁp ;
1 Consolidated Statement of Changes in Equity 1 )
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 87,888,680,706 85442,715,174 | | Fortheyear ended 31 December 2018 " Dhaka, 12 February 2019 s. . Ahmed & Co.
i Amount in Taka, Chartered Accountants
Net asset value per share- (NAV) (restated: 2017) 19.14 18.19 | Equity attributable to th. Company o !
' sh hare money [ Statutory | General | Retained Contr oy
| Capital depositfor | premium | Reserve Reserve Earnings Total Inter '
OFF-BALANCE SHEET ITEMS \ | Bolnceasat Ollanuary 2018 | 3182,509,410 | 160,307,660 | 1,090,888 800 1472602021 | 50,867,438|2,368,825.40 | 83oNss8 | 108519363 sazssioga | Separate Statement of Cash Flows
' ! For the year ended 31 December 2018
CONTINGENT LIBILITIES || ttems Involved in Changes in Equity ! Amount in Taka
Acceptances and endorsements . . ¢ |Righthare Subsrption 1,591,254,700 |(160,307,660) - | 1430947040 - 1430347040 2018 2017
Letter of guarantee 357,182,217 670,068,707 v | Changes nnon-controling interest . . - (835,014)) (835014 (410986)  (L250,000) |, A) Cash flows from operating activities
Irrevocable letters of credit ! " B ' ! ~ | Net profit for the year - - - | 434,308,867 | 434308867 | 10,135,232 444,444,099 |1 Interest received 8572 415,551 6,547.807,238
il lecti ' Transaction cost against right issue - - 7 - - | (10170363) (10170363 - (10,170,363) |1 Interest paid (51629,0021106) (41090’518,475)
Bill for co §ct‘|on . - B + | Appropriation to statutory reserve - - 142,831,326 - | (142,831,326) - - - erest paic D e o ate
Other contingent liabilities - - ' | Appropriation to general reserve 2,181,248| (2,181,248 - i Dividend recelv(.ed. . 17,749,257 270,316,678
TOTAL CONTINGENT LIBILITIES 357,182,217 670,068,707 ! Dividend ! Fees and commission received 367,915,352 428,193,512
' Stock dividend (7.5%) 358032,300 . - | (358,032,300) . . - Income from investment : i A 93,286,343 384,499,532
OTHER COMMITMENTS ' Cash dividend (7.5%) - - . - - | (358,032317)| (388032317) - (358,032317) |t Cash paid to employees (including directors) (876,169,045) (796,120,318)
Documentary credits and short term trade-related transactions _ B | | Balance as at 31 December 2018 | 5,131,796,410 - [1,090,888,800(1,615,433,347 | 53,048,686 1,932,047,440 | 9,823,214,683 | 111,243,608 9,934,458,291 |, Cash paid to suppliers (78,424,445) (109,732,080)
. . . ' v Income taxes paid (57,648,144) (80,821,830)
Forward assets purchased and forward deposits placed || Balanceasat 01 lanuary 2017 | 2,767,399,490 1,090,888,300| 202,043,919 | 46,768,017 1,579,509,093 | 6686609313 | 84821392  6,771,430,711 | Received from other operating activities 185,861,072 138,463,211
Undrawn note issuance and revolving underwriting facilities - - ' i h . L2
e - . ' | Paid for other operating activities (658,410,627) (634,160,851)
Undrawn formal standby facilities, credit lines and other commitments 3,691,862,631 8,554,741,350 ' Items Involved in Changes in Equity | Cash generated from operating activities before changes in operating
' i
TOTAL OTHER COMMITMENTS 3,691,862,631 8,554,741,350 1 | Right share money deposit received 160,307,660 . - | 160,307,660 - 160,307,660 |1 assets and liabilities 1,937,573,209 2,057,926,618
| Changes in non-controlling interest - - - (3,652,034)|  (3652,034)| (1,347,967) (5,000,000) |,
TOTAL OFF BALANCE SHEET ITEMS 4,049,044,848 9,224,810,057 1 | Netproftfor the year - - - - [L89B8ASAS | 1898R5450 | 27,443,709 1926289158 |1 Increase/(decrease) in operating assets & liabilities:
] Appropriation to statutory reserve 270,558,101 (270,558,101) - - -
' ; ) \
! :mzz:am togeneraleserve 4099421 (4,099421) ! Loans and advances to customers (2,470,057,910) (15,195,306,939)
. Interim cash dividend . - - . (9397,772)  (9397,772) |\ Other assets 191,730,488 (50,878,684)
' Stock dividend (15%) 415109920 . - | (415,109.920) R - - DepcmFs from customers 1,750,676,356 11,526,665,383
h Cash dividend (15%) . - . . - | (415,209927)| fats,109927) - (41509927) | Other liabilities ) ) _ 297,887,213 480,326,629
. | |Balanceasat31 December 2017 | 3,182,509,410 | 160,307,660 |1,090,888,800|1,472,602,021 | 50,867,438 2,369,825,140 | §327,000,468 | 101,519,363 _ 8,428519,831 |, Total Increase/(decrease) in operating assets & liabilities (229,763,854) (3,239,193,612)
¥ 3 % L~ [l i
- I LY - % i~ - v l. L = Y . - H Net cash flows from/(used in) operating activities 1,707,809,354 (1,181,266,993)
i J r i) : s o : . & . :
Director Director Managing Director Company Secretary Chief Financial Officer : Director Director Managilng Director Com{:any Secretary Chiet Financial Officer : B) Cash flows from investing activities
' '
. H Investment in securities (531,647,332) (247,598,582)
: i ormecbae. ! Purchase of fixed assets (405,949,383) (186,442,482)
' Dhaka, 12 February 2019 (S:hF :\hmde: & C°'t . ' Sales proceeds of fixed assets 38,902,860 4,897,260
' artered Accountants ' Investment ?n comrm.arc_ial paper 250,000,000 250,000,000
- ﬂ_..-m--ﬁﬂ' & ' ' Investment in subsidiaries - (50,000,000)
| Ese ;"f;;agfcgft',g,“ Z(i,elgs beet | Net cash flows from investing activities (648,693,854) (229,143,804)
Dhaka, 12 February 2019 S. F. Ahmed & Co. ! Amount in Taka ! O e ] . ) o
Chartered Accountants ' 31.12.2018 31.12.2017 ' ) Cash flows from financing activities
' PROPERTY AND ASSETS '
| cash 1,001,794,766 1,155,072,909 | Receipt of term loan, overdraft and REPO (2,422,591,588) 6,727,938,150
' Cash in hand (including foreign currencies) 670,916 319,207 ! Right Share Subscription 1,430,947,040 160,307,660
. . | Balance with Bangladesh Bank and its agent banks (including foreign currencies) 1,001,123,850 1,154,753,702 . Transaction cost against right issue (10,170,363) -
Consolidated Profit and Loss Account : Balance with other banks and financial institutions 6,706,544,902 6,867,656,341 : Dividend paid 371,690,002) (385,000,956)
' )y - - )y ! - 1 . . . P
For the year ended 31 December 2018 - ! Inside Bangladesh 6706 544,902 6:867,656,341 | ! Net cash flows from/(used in) financing activities (1,373,504,914) 6,503,244,854
Amount in Taka . Outside Bangladesh - - '
2018 2017 ' 1 D) Netincrease/(decrease) in cash & cash equivalents (314,389,414) 5,092,834,057
Operating Income | Money at call and short notice - - | E) Effect of exchange rates on cash and cash equivalents (168) 9,496
P 8 | . F) Cash and cash equivalents at the beginning of the year 8,022,729,250 2,929,885,697
Interest income 9,095.252.849 7 076,089,286 ! govemmem securities 2'409'307'3?4 2'127'660")‘{2 ! G) Cash and cash equivalents at the end of the year 7,708,339,668 8,022,729,250
,095,252, /076,089, | n | - -
Less : Interest expenses on deposits & borrowings ‘ 6,605,746,998 ‘ ‘ 4,838,840,868 ‘ ! Other investments ‘ 2,409,307,374 ‘ ‘ 2,127,660,042 ‘ ' * Closing cash and cash-equivalents
Net interest ipcome 2,489,505,851 2,237,248,418 ! Leases, loans and advances 63,784,580,057 61,913,587,489 | Cash in hand (including foreign currencies) 670,916 319,207
Income from investment 434,031,094 914,222,486 ! Loans, cash credit and overdraft etc. 63,784,580,057 61,913,587,489 | ! Balance with Bangladesh Bank and its agent bank (s) 1,001,123,850 1,154,753,702
Commission, exchange and brokerage income 707,627,576 1,136,001,530 : Bills discounted and purchased - - : Balance with other banks and financial institutions 6,706,544,902 6,867,656,341
Other operational income 824,252,786 854,466,614
P | Fixed assets including land, building, furniture and fixtures 1,357,931,214 1,113,752,226 | 7,708,339,668 8,022,729,250
' '
Total operating income 4,455,417,307 541,939,047 | Other assets 5,407,983,420 5,069,877,203 | Net Operating Cash Flows Per Share - (NOCFPS) (restated: 2017) 3.36 (2.58)
' '
Operating Expenses | Non-Banking assets - - |
Salary and allowances 1,366,869,763 1,300,145,142 : TOTAL PROPERTY AND ASSETS 80,668,141,733 78,247,606,210 : =,
Rent, taxes, insurance, electricity etc. 251,069,443 220,562,073 | e e | i L [ A S W7 A i " F ":'_’_." e
Legal and professional fees 27,864,545 33,424,026 | LIABILITY AND SHAREHOLDERS' EQUITY Vo - : | iyl }'i’.lx/
Postage, stamp, telecommunication etc. 26,774,472 28,819,579 ! ! b / o !
Stationery, printing, advertisement 51,789,343 66,035,302 ! Liabilities ! Director Director Managing Director Company Secretary Chief Financial Officer
ganatglnfg dlrea;" s Salary and allowance 12’;;?’288 12’;;?'283 : Borrowings from Bangladesh Bank, other banks and financial institutions 12,639,198,866 15,061,790,454 :
irector fees and expenses ,271, ,387, ' '
Audit fees 1,155,750 1,092,500 | Deposits and other accounts 53,425,834,494 51,675,158,138 |
Repairs, maintenance and depreciation 209,094,554 183,401,905 | C}”’fent dEIPOSitS and other accounts - - |
Other expenses 817,637,739 824,585,567 ! Bills payable X B B !
N Savings bank deposits - - '
Total operating expenses 2,770,005,810 2,671,180,060 ! Torm deposits 53,252,420,679 51,552,816,766 | | L ﬂ-w-"ﬁ'ﬂ" :
| Bearer certificate of deposits - | | Dhaka, 12 February 2019 S. F. Ahmed & Co.
Net Operating Income 1,685,411,497 2,470,758,986  :  Other deposits 173,413,815 122,341,372 | ’ i Chartered Accountants
' '
Provisions for loans, investments and other assets 976,337,321 206,948,220 | Other liabilities $/558,400,989 4,242,851,226 |
Provisions for leases and loans 368,767,746 248,441,162 \ TOTAL LIABILITIES 71,623,434,349 70,979,799,818 | Separate Statement of Changes in Equity
Provision for margin loan 261,083,418 36,766,605 ! ! For the year ended 31 December 2018
Provision for diminution in value of investments 342,286,156 (76,109,546)] 1  Shareholders' Equity 9,044,707,384 7,267,806,392 | i
General provision for other assets 4 200,000 (2,150,000) Paid up capital 5,131,796,410 3,182,509,410 | ! Amount in Taka
P z A i A 1 Share money deposit for right issue - 160,307,660 i
! Statutory reserve 1,615,433,347 1,472,602,021 ' B I Share Share money . — Total
y ' ! ! ' A ] & H v
Profit before tax and reserve 709,074,176 2,263,810,766 : Retained earnings 2,297,477,627 2,452,387,301 : articulars Capital R iss::r Resoria Reseree] ME s Equity
Provision for tax 264,630,078 337,521,607 ) '
Current tax 359,278,400 ‘ ‘ 334.274.885 E TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 80,668,141,733 78,247,606,210 E Balance as at 01 January 2018 3,182,509,410 | 160,307,660 | 1,472,602,021 2,452,387,301 | 7,267,806,392
Deferred tax 5,351,678 3,246,722 ' ' . . -
1222 lni] ' ' Items involved in changes in equity
] 1 Netassetvalue per share- (NAV) (restated: 2017) 17.62 1587 | Right Share Subscription 1,591,254,700 | (160,307,660) | - - - 1,430,947,040
Net profit after tax 444,444,099 L926289,159 1 LANCE SHEET ITEMS © | Netprofitfor the year - - - - 714,156,632 | 714,156,632
i ! ! Transaction cost against right issue | - - - - (10,170,363) | (10,170,363)
Attributed to | CONTINGENT LIBILITIES I | Appropriation to statutory reserve |- - 142,831,326 - (142,831,326 | -
Shareholders of the Company 434,308,867 1,898,845,450 ! Acceptances and endorsements B B | Stock dividend (7.5%) 358,032,300 |- - - (358,032,300) | -
Non-controlling interest 10,135,232 27,443,709 ! Letter of guarantee 357,182,217 670,068,707 | ! Cash dividend (7.5%) - - - - (358,032,317) | (358,032,317)
444,444,099 1,926,289,159 ' g_"”e‘f’ocab:le |eﬁ“e'5 of credit - - ' Balance as at 31 December 2018 | 5,131,796,410 | - 1,615,433,347 - 2,297,477,627 | 9,044,707,384
Ll 1 'or collection - - 1
L. ' Other contingent liabilities - - '
Appropriations 145,012,574 274,657,522 | TOTAL CONTINGENT LIBILITIES 357182217 670068707 | | Balanceasat0llanuary2017 | 2,767,399,490 | - 1,202,043,920 | - 2,200,374,742 | 6,169,818,152
Statutory reserve 142,831,326 270,558,101 ! !
General reserve 2,181,248 4,099,421 i OTHER COMMITMENTS : Items involved in changes in equity
. Documentary credits and short term trade-related transactions - - | Right share money deposit received | - 160,307,660 | - - - 160,307,660
" ' Forward assets purchased and forward deposits placed - - ' Net profit for the year - - - - 1,352,790,507 | 1,352,790,507
Retained surplus 289,296,292 1,624,187,928 | Undrawn note issuance and revolving underwriting facilities - - . Apprpoprian‘on to sytatmory reserve |- - 270,558,101 - (270,558,101) | -
I Undrawn formal standby facilities, credit lines and other commitments 3,691,862,631 8,554,741,350 ' stock diidend (15% 415,109,920 e 415'109'920
Earnings Per Share- (EPS) (restated: 2017 ) 0.85 4.15 | TOTAL OTHER COMMITMENTS 3,691,862,631 8,554,741,350 | tock dividen (15%) 7193, - N N (415,109,920 | -
! 1| Cashdividend (15%) - - - - (415,109,927) | (415,109,927)
| TOTAL OFF BALANCE SHEET ITEMS 4,049,044,848 9,224,810,057 | Balance as at 31 December 2017 | 3,182,509,410 | 160,307,660 | 1,472,602,021 - 2,452,387,301 | 7,267,806,392
' '
' '
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Dhaka, 12 February 2019 S.F. Ahmed & Co. | Dhaka, 12 February 2019 S.F. Ahmed & Co. | Dhaka, 12 February 2019 S. F. Ahmed & Co.
Chartered Accountants ! Chartered Accountants ! Chartered Accountants

ial statements are available in




