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Independent Auditor’s Report to the Shnreholders of South Bangla Agriculture and Commerce
Bank Limited
Report on the Audit of the Financial Staterments

Opinion

We have audited the financial statements of South Bangla Agricuiture and Commerce Bank Limited (the
“Bank™), which comprise the balance sheet as at 31 December 2020, and the profit and loss account,
statement of changes in equity and cash flow statement for the year then ended, and notes to the financial
statements, including a summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements give a true and fair view of the financial position
of the Bank as at 31December 2020, and of its financial performance and its cash flows for the period
then ended in accordance with International Financial Reporting Standards (IFRSs) as explained in
note 2.

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 Financial Statements section of our report. We arc independent of the Bank 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 JESBA 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.

Emphasis of Matter ;

We draw attention to Note- 5.2 balance with financial institutions includes FDR with Internatlonal
Leasing and Financial Services Limited, Fareast Finance and Investment Limited, Premier Lcasmg and
Finance Limited, FAS Finance Limited and Union Capital Limited amounting total Tk. 141.46 crorc.
Due to Covid 19, the above NBFIs has challenged by liquidity crisis and prolonged the withdrawal of its
deposits.

Our opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our
audit of the financial statements of the current period. These matters were addressed in the context of our
audit of the financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

Description of key audit matters Our response to key audit matters

Measurement of provision for loans, advances and leases

The process for estimating the provision for | We tested the design and operating effectiveness of
loans, advances and leases portfolio associated | key controls focusing on the following;

with credit risk is significant and complex. » Credit appraisal, loan disbursement procedures,
monitoring and provisioning process;

For the individual analysis for large exposure, | o Identification of loss events, including early

provisions calculation consider the estimates of warning and default warning indicators;
future business performance and the market | o Reviewed quarterly Classification of Loans
value of collateral provided for credit (CL);

National Office : BTMC Bhaban (6t & 7 Floor), 7-9 Karwan Bazar Commercial Area, Dhaka- 1215, Bangladesh
Chattogram Office : Delwar Bhaban (4th Floor), 104 Agrabad Commercial Area, Chattogram-4100, Bangiadesh
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transactions.

For the collective analysis of exposure on
portfolio basis, provision calculation and
reporting are manually processed that deals
with voluminous databases, assumptions and
estimates.

At year end of 2020 the Bank reported total
gross loans and advances of BDT 57.41 billion
(2019: BDT 56.00 billion) whereas at the year
end of 2019 the Bank reported total provision
for loans and advances of BDT 1.45 billion
(2019: BDT 1.35 billion).

Furthermore as per BRPD circular no 56 dated
{0 December 2020, additional [% provision is
required for clients who have taken the deferral
facility and shown as special general provision-
COVID 19 under other liabilities.

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

¢ Completeness  and
recognition of  loss
accordance with criteria set out in
BRPD circular no 14, dated 23
September 2012 and BRPD circular no
03, dated 21 April 2019;

timing  of
events in

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.

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

s Reviewed the adequacy of the general and
specific provisions in line with related
Bangladesh Bank guidelines;

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

¢ Evaluated the appropriateness and presentation
of disclosures against relevant accounting
standards and Bangladesh Bank guidelines.

¢ Finally, compared the amount of provision
requirement as determined by Bangladesh Bank
inspection team to the actual amount of
provision maintained.

Considering the unprecedented adverse impact on
Bangladesh economy due to COVID 19,
Bangladesh Bank has instructed Banks not to
further downgrade any loan from its existing
classification applicable as at 1 January 2020.
Initially the duration of this moratorium for any,
further downgrade was up to 30 June 2020 and then’
up to 30 September 2020 but considering longef;
adverse impact of COVID 19 this has been further
extended to 31 December 2020 vide BRPD Circular
# 17 dated 28 September 2020. Accordingly, the
amount and percentage of classified loan has
improved as at 31 December 2020 as compared to
31 December 2019 since no additional classification
or further downgrade of classified loans and
advances have been recognized during the current
year.

See note no 8 and 13 to the financial statements

Risk

| Our response to the risk

Interest income recognition

Considering the adverse impact on economy form | Interest has been accrued in full on all
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COVID 19, Bangladesh Bank vide circular # 11
dated 3 May 2020 has advised Banks to transfer
all interest charged or chargeable on outstanding
loans and advances for the period from 1 April to
31 May 2020 to “interest free blocked account”
without realizing those from clients and/or taking
those to income.

Subsequently, on 10 June 2020 vide BRPD
Circular no 12, Bangladesh Bank has allowed
banks to transfer interest from “interest-free
blocked account” to income upon waiving certain
portion of interest based on outstanding loan
balances. These loan balances would be
receivable from Government . as  “subsidy”.
Furthermore, net amount of interest after giving
waiver for the months of April and May 2020,
shall be recoverable from the client during the
next twelve months on equal instalments or as per
cash flow of the client based on banker-client
relationship.

Finally, as per BRPD circular letter no 56 dated
10 December 2020 Bangladesh Bank has allowed
the Bank to recognize interest income for clients
taking the deferral facility without receiving cash
repayment, subject to the compliance of certain
criteria, such as approval by management, audit
committee and the Board based on applying
judgement.

unclassified loan balances at relevant rates
(maximum of 9% since 1 April 2020) considering
the entire amount as recoverable from the client
and the Government (waived portion).

On test basis we have checked a sample of loan
accounts to assess whether the Bank has
complied with the instruction referred herein.

We have also reviewed the memorandum
prepared by management for the approval of the
audit committee and the Board for recognition of
income from deferral accounts.

However, due to the current uncertainty of the
overall economic situation both in Bangladesh
and Globally there are inherent risk that the
judgment applied by Management in assessing
recoverability of interest income may be different
than the actual situation in future. If it became
worse, there is a risk that significant portion of
interest accrued during the year ended 31
December 2020 may not be ultimately

recoverable. :

See note # 21 &13 to the financial statements

Valuation of treasury bill and treasury bond

| The ciassification and measurement of T-Bill
and T-Bond require judgment and complex
estimates.

In the absence of a quoted price in an active
market, the fair value of T-Bills and T-Bonds is
determined using complex valuation techniques
which may take into consideration direct or
indirect unobservable market data and complex
pricing models which require an elevated level
of judgment.

We assessed the processes and controls put in place
by the Bank to identify and confirm the existence of
treasury bills and bonds.

We obtained an understanding, evaluated the design
and tested the operating effectiveness of the key
controls over the treasury bills and bonds valuation
processes, including controls over market data
inputs into valuation models, model governance,
and valuation adjustments.

We tested a sample of the valuation models and the
inputs used in those models, using a variety of
techniques, including comparing inputs to available
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‘arket data.

Finally
presentation
accounting
guidelines.

assessed the appropriateness and
of disclosures against relevant
standards and Bangladesh Bank

See note no 7 to the financial statements

Legal and regulatory matters

We focused on this area because the Bank
operates 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
Bank’s best estimate for existing legal matters
that have a probable and estimable 1mpact on
the Bank’s financial position.

We obtained an understanding, evaluated the design
and tested the operational effectiveness of the Bank’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 Bank’s internal legal counsel for all
significant litigation and regulatory matters and
inspected internal notes and reports.

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

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

Implementation of IFRS 16 Leases

[FRS 16 modifies the accounting treatment
of operating leases at inception, with the
recognition of a right of use (ROU) on the
leased asset and of a liability for the lease
paymerfts over the lease contract term.
With respect to operating leases of
premises used by the Bank, at inception of
the lease, the lessor receives a right of
using the premises, in exchange of a lease
debt, using an implicit discount rate

Our key audit matter was focused on alli
leasing arrangements within the scope of
IFRS 16 are identified and appropriately
included in the calculation of the

In responding to the identified key audit matter, we
completed the following audit procedures:

Assessed the design and implementation of key controls
pertaining to the determination of the 1FRS 16 Leases
impact on the financial statements of the Bank;

Assessed the appropriateness of the discount rates applied
in determining lease liabilities;

Verified the accuracy of the underlying lease data by
agreeing to original contract and checked the accuracy of
the IFRS 16 calculations through recalculation of the
expected IFRS 16 adjustment; and
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transitional impact and specific | Assessed whether the disclosures within the financial
assumptions applied to determine the | statements are appropriate in light of the requirements of
discount rates for lease are inappropriate. IFRS.

See notes no 9, 13 to the financial statements

Reporting on other information

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

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

In connection with our audit of the 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.

If, based on the work we have performed on the other information that we obtained prior to the date of
this auditor’s report, we conclude that there is a material misstatement of this other mformatlon we are
required to report that fact. We have nothing to report in this regard. !

Responsibilities of Management and Those Charged with Governance for the Financial Statements
and Internal Controls :
Management ‘is responsible for the preparation and fair presentation of the ﬁnanmal statements of the
Bank in accordance with IFRSs as explained in note 2 and comply with the Banking Companies Act,
1991 (as amended up to date), the Companies Act, 1994, the Rules and Regulations issued by the
Bangladesh Bank, the Rules and Regulations issued by the Bangladesh Securities & Exchange
Commission (BSEC) Bank and other applicable Laws and Regulations, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error. The Bangladesh Bank guidelines require the
management to ensure effective internal audit, internal control and risk management functions of the
Bank. The management is also required to make a self-assessment on the effectiveness of anti-fraud
internal controls and report to Bangladesh Bank on instances of fraud and forgeries.

In preparing the financial statements, management is responsible for assessing the Bank’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 Bank or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Bank’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are (o obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
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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 financial statements,

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

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate 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 coilusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. '

e Obtain an understanding of internal control refevant to the audit in order to design audit
procedures that are appropriate in the circumstances. '

e Evaluate the appropriateness 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 Bank’s ability to continue as a going concert.
If we conclude that a material uncertainty exists, we are required to draw attention m our
auditor’s report to the related disclosures in the financial statements or, if such dlsclosures 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 Bank to
cease to continue as a going concern.

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

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Bank to express an opinion on the financial statements. We are
responsible for the direction, supervision and performance of the Bank 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
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matters that may reasonably be thought fo 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 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, 1n 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 wterest 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 Bank

Company Act, 1991 and the rules and regulations issued by Bangladesh Bank, we also report that:

(1 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;

(i1) to the extent noted during the course of our audit work performed on the basis stated under the
Auditor’s Responsibility section in forming the above opinion on the financial statements and
considering the reports of the Management to Bangladesh Bank on anti-fraud internal controls
and instances of fraud and forgeries as stated under the Management’s Responsibility for 'tlie
financial statements and internal control: , N
(a) internal audit, internal control and risk management arrangements of the Bank as disclosed

in the financial statements appeared to be materially adequate; p

(b) nothing has come to our attention regarding material instances of forgery or irregularity"'or

administrative error and exception or anything detrimental committed by employees of the
Bank and its related entities;

(iii)  in our opinion, proper books of account as required by law have been kept by the Bank so far as
it appeared from our examination of those books;

(iv) the records and statements submitted by the branches have been properly maintained and
consolidated in the financial statements;

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

(vi) the expenditures incurred were for the purpose of the Bank’s business for the year;

*(vii}  the financial statements have been drawn up in conformity with prevailing rules, regulations and
accounting standards as well as related guidance issued by Bangladesh Bank;

{viii) adequatc provisions have been made for advance and other assets as per DBI letter no. DBI-
- 1/132/2021-1002 dated 05/04/2021 which are in our opinion, doubtful of recovery;

(ix) the information and explanations required by us have been received and found satisfactory;

e
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(x) we have reviewed over 80% of the risk weighted assets of the Bank and spent over 4,480 person
hours; and

(xi)  Capital to Risk-weighted Asset Ratio (CRAR) as required by Bangladesh Bank has been
- maintained adequately during the year.

Shaikh Hasibur Rahman FCA

Enrolment number : 1512
Dhaka, 26 April 2021 Hoda Vasi Chowdhury & Co
DVC: 2104261512A8678768 Chartered Accountants
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South Bangla Agriculture and Commerce Bank Limited

“% Balanct Sheet
As at 31 December 2020

Notes 2020 2019
Taka Taka
PROPERTY AND ASSETS
Cash
Cash in hand (Including foreign currencies) 3 652,709,026 759,249,747
Balance with Bangladesh Bank and its agent bank(s) 3,520,458,6066 3,671,346,131
(Including foreign currencies)
4,173,167,692 4,436,595,878
Balance with other banks and financial institutions 5
In Bangladesh : 9,153,677,208 6,414,432,491
Qutside Bangladesh 476,477,877 602,464,661
9,630,155,085 7,016,897,152

Money at call on shert notice 6 - -
Investments: 7
Governiment 12,976,733,866 15,034.413,947
Others 151,679 195,470

12,976,885,545 15,034,609,417
Loans and advances 8
Loans, cash credit, overdrafls etc. 56,256,303.274 54,658,125,375
Bills purchased and discounted 1,152,526,195 1,342,612,104

57,408,829,469 56,000,737,479
Fixed assets including premises, furniture and fixtures 9 1,524,391,874 442,767,868
Other asscts 10 2,690,016,741 1,632,397,650%
Naon-banking assets - ' -
TOTAL ASSETS 88,403,446,406 84,564,005,444°
LIABILITIES AND CAPITAL :.
Liabilities .
Borrowings from other banks, financial institutions and agents 11 2,391,442,263 1,117,039,452°%
Deposits and other accounts 12

Current accounts and other accounts
Special notice deposits

Bills payable

Savings bank deposits

Fixed deposits

Other deposits

Subordinated bonds

Other liabilities 13
TOTAL LIABILITIES

Capital/ Shareholders' equity

Paid up capital 14.3
Statutory reserve ‘ 15

General reserve

Other reserve (revaluation reserve on Govl. Sccurities) 16

Surplus in profit and loss account 17

TOTAL SHAREHOLDERS' EQUITY
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

5,613,076,613 5,502,072,087
3,881,691,173 3.026.636,791
2.055.473,084 2,420,680,927
5,569,059,301 4,329,308,387
40,922,208.483 45,341,898,712
13,409,952.674 10,919,565,884
71,451,461,330 71,540,162,788
5,253,884 414 3,543,841,415
79,096,788,007 76,201,043,655

6,846,455,170

6,224,050,160

1,753,397,543 1,479,777,861
19,337,962 27,595,805
687,467,724 631,537,963
9,306,658,39% 8,362,961,78%
88,403,446,406 84,564,005,444
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Taka Taka

OFF-BALANCE SHEET ITEMS
Continzent liabilitics 18
Acceptance and endorsements 1,586,301,381 2,861,743,344
Letters of guarantec 6,887,896,263 6,583,292,050
Irrevocable letiers of credit 4,095,725,239 3,920,543,820
Biils for collection 1,590,161,406 1,969,822,283
Other contingent liabilities - -
Total 14,160,084,289 15,335,401,497

Other commitments
Documentary credits and short term trade-related transactions - -
Forward asscts purchased and forward deposits placed - -
Undrawn note issuance and revolving underwriting facilities - -
Undrawn formal standby facilities, credit lines and other commitments - -

Claims against the Bank not acknowledped as debt -

Total . - -
Total off-balance shect items including contingent liabilities 14,160,084,289 15,335,401,497
Net asset value per share (NAV) 40 13.59 12.22

Accompanying notes form an integral part of these financial statements.

Director Director ) Managing Direcfor & CEO*

Signed in terms of our report of cven date, :

YhodonoraOa,

Shaikh Hasibur Rahman, FCA
Enrolment no 1512
Dhaka, 26 April 2021 Hoda Vasi Chowdhury & Co
DVC: 2104261512A8678708 Chartered Accountants
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South Bangla A.gricu]turc:;md Commerce Bank Limited
Profit and Loss Account
For the year énded 31 December 2020

Notes 2020 2019
Taka Taka
Interest income 21 5.855,107,528 7,357,320,782
Less: [nterest paid on deposits and borrowings ete. 22 4,750,689,258 4,847.319,359
Net interest income 1,104,418,270 2,510.001.423
Invesiment income 23 1,906,924,534 1,217,521,317
Commission, exchange and brokerage 24 428,054,955 504,392,528
Other operating income 25 124,871,563 120,802,400
2,462,851,052 1,842,716.245
Total eperating income 3,567,269,322 4,352,717,668
Salary and allowances 26 1,147,952.923 1,111,827,997
Rent. taxes, insurance, clectricity etc. 27 173,589,435 349,335,499
Legal and professional cxpenses 28 2,394,922 2,029,791
Postage, stamp, telecommunication etc. 29 13,924,282 13,336,285
Stationery, printing, advertisement etc. 30 37,200,922 42,505,550
Chief executive's salary and fees 31 8,322,666 11,480,000
Directors' tees 32 2,728,000 2,232,000
Auditors' fecs 33 787,750 442,750
Charges on loan losses - -
Depreciation and repair of bank's asscts 34 327,925,296 139,519,376
Other expenses 35 394,777.039 410,833,214
Total eperating expenses 2,109,603,235 2,083,542,462
Profit before provision 1,457,666,087 2.269,175,.206
Provision for loan .
Specific provision 13.4 24,870,536 | 440,908,481
Special gencral provision - COVID-19 13.5 84,370,703 -
General provision (including off balance sheet items) 134 & 13.6 (21,359,670) 61,916,642
87,881,569 502,825,123
Provision for rebate to good borrowers 13.7 2,000,000 2,000,000
Provision for diminution in value of invesiments - -
Other provision . - -
Total provision 89.881,569 504,825,123
Total Profit before taxes 1,367,784,518 1,764,350,083
Provision for taxation -
Current tax 13.3 397,458,482 788,989,167
Deferred tax 10.5 18,371,583 7.758,738
415,830,065 796,747,905
Net profit after taxation 951,954,453 967,602,178 _
Appropriations
Statutory reserve 15 273,619,682 352,870,017
General reserve R .
Retained surplus 17 (78,334,771 614,732,161
951,954,453 967,602,178
Earnings per share (EPS) 36 1.39 141

ing notes form an integral part of these financial statements.

%

Managing Dircctor & CEO

Nandy

fi
Director [

Dircctor

Signed in terms of our report of even date.
JDA@Z&-O\\/O\MA/\

Shaikh Hasibur Rahman, FCA
Enrolment no 1512

Hoda Vasi Chowdhury & Co
Chartered Accountants

Dhaka, 26 April 2021
DVC: 2104261512A8678768
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" South Bangla Agrlculture and Commerce Bank Limited

Cash Flow Statcment

For the year ended 31 December 2020

Hoda Vasi
Chowdhury & Co

A) Cash flows from operating activities
Interest receipts in cash
Interest payments
Dividend receipts
Income from investments
Recoveries on loans and advances previously written-off
Fees and commission receipts in cash
Cash payments to employees
Cash payments to suppliers
Income taxes paid 10.2
Receipts from other operating activities
Payments for other operating activities
Operating profit before changes in operating assets and liabilitics
Increase / decrease in operating assets and liabilities
Sale of trading securities
Purchase of trading securitics
Loans and advances to other banks
l.oans and advances to customers
Increase / decrease of other assets 37
Deposits from other banks
Deposits from customers
Increase / decrease of other liabilities account of customers
Increase / decrease of trading liabilities

Notes 2020 2019
Taka Taka

5.364,431,218 7,352,758,682
(5,111,051,447) (4,707,625,244)
1,170,366,917 703,934,378
288,524,252 338,768,395
(1,159,003,589)|  (1,125,539,997)
(233,270,128) (436,388.449)
(642,131,856) (924,927,255)
121,950,575 120,802,400
(203,660,987) (153,334,817)
(403,345,045) 1,168,448,093
127,047 938,573

" (495,590)

. 80,000,000
(1,166,827.88)||  (5.496,332,979)
45,252,951 (57,266,644)
283,984,174 1,114,371,787
(12,323.443)||  10,981,764,764

- . ¢ - ,i‘?
963,085,678 5,238 240

Increase / decrease of other liabilities 38

Net cash from operating activities
B) Cash flows from investing activities
Proceeds from sale of Government securities
Payments for Purchase of Government securities
Purchase of property, plant and equipment
Sale proceeds of property, plant and equipment
Net cash from investing activities
C) Cash flows from financing activities
Borrowing from other banks, financial institutions and agents
Dividends paid
Receipts from issue of ordinary share
Net cash from financing activities
D) Net increase / (decrease) in cash (A+B+C)
E) Effects of exchange rate changes on cash and cash-equivalent
F) Cash and cash-equivalents at beginning period
G) Cash and cash-equivalents at end of period (DH+E+F)
H) Cash and cash-equivalents at end of period

Cash in hand including foreign currencies 3
Balances with Bangladesh Bank and its agent bank(s) 4
Balances with other Banks and Financial institutions 5

113,298,523 6,628,218,151 &
(290,546,522) 7,796,666,244 "
Ty
. i
28,634,459,146 10,595,811,280%%
(26,018,436,319)  (18,436,326,187)"
(1,392,501,060) (111,401,288)
2,920,088 -
1,226,442,755 {7,951,916,195)
1,274,402,811 315,885,069
1,274,402,811 315,885,069 '
2,210,299,044 160,635,118
139,530,703 165,624,133
11,453,493,030 11,127,233,779
13,803,322,777 11,453,493,030
652,709,026 759,249,747
3,520,458,666 3,677,346,131
9,630,155,085 7,016,897,152
13,803,322,777 11,453,493,030

N\dﬂc;\w

Accompanying notes form an integral part of these financial statements.

My

Dircctor

12

Director
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South Bangla Agriculture and Commerce Bank Limited
s b S A . N
Stitement of Chfinges in Equity
For'the year ended 31 December 2020

Particulars Paid Up Capital Statutory Other Retained Total
Reserve Reserve Earnings
Taka Taka Taka Taka Taka

Balance as on 01 January 2020 6,224,050,160 1,479,777,861 27595805 [ 631,537,963 8,362,961,789
Prior period adjustment - - - - -
Net profit for the period - - - 951,954,453 951,954,453
Transfer to statutory reserve - 273,619,682 - (273,619,682) -
Revaluation of Govt. treasury bills, - - (8,257,843) - (8,257,843)
bonds and other investments
Stock dividend issued 622,405,010 - - {622,405,010) -
Balance as on 31 December 2020 6,846,455,170 1,753,397,543 19,337,962 | 687,467,724 9,306,658,399
[Balance as on 31 December 2019 | 6,224,050,160 | 1,479,777,861 | 27,595,805 | 631,537,963 | 8,362,961,780 |

These financial statements should be read in conjunction with the annexed notes.

M Navdey:. —%ﬁi@r

. Chai - Director Director Managing Director & CEO

13

R e



LA A
T L

South Bangla Agriculture and Commerce Bank Limited
Liquidity $tite ent'(asset ind liabilities maturity analysis)
. As at 31 December 2020

Hoda Vasi
Chowdhury & Co

Particulars Within one Within one to Within three to Within one to More than five Total
muonth three months twelve months five years years
Taka Taka Taka Taka Taka Taka

Assets:
Casli in hand (including 652,709,026 - - - - 652,709,026
foreign currencies) ‘
Balance with Bangladesh Bank 831,069,666 - - - 2,689,389,000 3,520,458,666
and its agent Banks
Balance with other banks & 4,620,155,085 1,850,000,000 3,160,000,000 - - 9,630,155,085
financial institutions
Money at call on short notice - - - -
Investments & 454,719,49} (,898,641,900 316,800,166 691,367,428 9,615,356,560 | 12,976,885,545
Loans and advances 10,117,284,225 | 13,970,807.866 | 21,208,450,111 5.850,078,160 2202209107 | §7,408,829,469
Fixed assets including 20,927,220 41,854,440 188,344,981 1,273,265233 - 1,524,391,874
premises, furmiture and fixtures :
Other assets 403,447,999 672,413,331 041,742,080 672,413,331 - 2,690,016,741
Non-Banking assets - - - - - -
Total Asscts 17,100,312,712 | 18,433,717,537 | 25815337,337 | 12.487,124,152 | 14,566,954,667 | 88,403,446406
Liabilities:
Borrowing from Bangladesh 513,608,250 699,478,573 1,014,688,501 69,342,960 97,323,979 2,391,442,263
Bank,other banks, financial
institutions and agents "
Deposits and other accounts 14,904 486 420 14,591,093,412 21,542,295,131 9,624,575933 | 10,789,010,434 71,45],46]',330
Provisions and other lHabilities 33,188,954 616,467,307 1,241,771,999 1,115,695,537 2.246,760,618 5,25),884,414
Total Liabilities 15,451,283,624 | 15,907,039,292 | 23,795,755,631 | 10,809,614,430 | 13,133,095031 | 79.,096,788,007
Net liguidity surplus 1,649,029,088 2,526,678,24% 1,019,581,707 1,677,509,723 1,433,959,636 9,306,658,39%
Cumulative liquidity surplus 1,649,029,088 4,175,707,333 6,195,289,040 7,872,798,763 9,306,658,399 - i
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South Bangla Agriculture and Commerce Bank Limited

Bilanéeshiéét (Main Operation)

As at 31 December 2020

}

15

Notes 2020 2019
) Taka Taka
PROPERTY AND ASSETS
Cash
Cash in hand (Including foreign currencies) : 3 652,709,026 759,249,747
Balance with Bangladesh Bank and its agent bank({s) 3,520,458,666 3,677,346,131
{(Including foreign currencies)
4,173,167,692 4,436,595,878
Balance with other banks and financial institutions 5
In Bangladesh 9.221.407.932 6.414.432.491
Qutside Bangladesh 476,477,877 602,464,601
9.697.885.859 7.016.897.152
Money at call on short notice 6 - -
Investments: 7
Government 12,976,733,866 15,034,413,947
Others 151,679 195,470
12,976,885,545 15,034,609,417
Loans and advances 8
Loans, cash credit, overdrafts etc. 56,256,303,274 54,658,125,375
Bills purchased and discounted 1,084,795,421 1,342,612,104
' 57,341,008,695 56,000,737,479
Fixed assets including premises, furniture and fixtures 9 1,524,391,874 447,767,868
Other assets ’ 10 2,689,653,325 1,632,397,650
Non-banking assets - -
TOTAL ASSETS 88,403,082,990 ., 84,564,005.444
LIABILITIES AND CAPITAL
Liabilities - .
Borrowings from other banks, financial institutions and agents 11 2,391,442.263 1.1 17,039,452‘1
Deposits and other accounts 12 - )
Current accounis and other accounts 5,613,076,615 | 5,502,072,087’_‘»‘
Special notice deposits 3,881,691,173 3,026,636,791%
Bills payable 2,055,473,084 2,420,680,927
Savings bank deposits 5,569,059,301 4,329,308,387
Fixed deposits 40,922,208,483 45,341,898,712
Other deposits 13,409,952,674 10,919,565,884
71,451,461,330 71,540,162,788
Subordinated bonds - -
Other liabilities 13 5,253,207,106 3,543,841,415
TOTAL LIABILITIES 79,096,110,699 76,201,043,655
Capital/ Shareholders' equity
Paid up capital 143 6,846,455,170 6,224,050,160
Statutory reserve 15 1,753,397,543 1,479,777,861
General reserve - -
Other reserve (revaluation reserve on Govt. Securities) 16 19,337,962 27,595,805
Surplus in profit and loss account 17 687,781,616 631,537,963
TOTAL SHAREHOLDERS' EQUITY 9,306,972,291 8,362,961,789
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 88,403,082,990 84,564,005,444




Hoda Vasi
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Notes 2020 2019
Taka Taka
OFF-BALANCE SHEET ITEMS
Contingent liabilitics 18
Acceptance and endorsements 1,586,301,381 2,861,743,344
Letters of guarantee 6,887,896,263 6,583,292,050
Irrevocable letters of credit 4,095,725,239 3,920,543,820
Bills for collection 1,590,161,406 1,969,822,283
Other contingent liabilities - -
Total . 14.160.084.28% 15.335.401.497
Other commitments
Documentary credits and short term trade-related transactions - -
Forward assets purchased and forward deposits placed - -
Undrawn note issuance and revolving underwriting facilities - -
Undrawn formal standby facilities, credit lines and other - -
Total - -
Total off-balance sheet itcms including coutingent liabilitics ) 14.,160,084,289 15,335,401,497
Acgompanying notes form an integral part of these financial statements.
ChadFman DfFcctor Director Managing Director & CEOQ
A
Sizned in ferms of our report of even date.
B AV IR
Shaikh Hasibur Rahman, FCA
Enrolment no 1512

Dhaka, 26 April 2021 Hoda Vasi Chowdhury & Co
DV: 2104261512A5678768 Chartered Accountants
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ASouth Bangla Agl |cu|ture and Commeree Bank Limited
Profit 4ifd Ligss" Accuunt (Main Operation)
For the year ended 31 December 2020

Interest income

Less: Interest paid on deposits and borrowings etc,
Net interest income

Investment income

Conunission, exchange and brokerage

Other operating income

Total operating income

Salary and allowances
Rent, taxes, insurance, electricity etc.
Legal and professional expenses
Poslage, stamp, telecommunication etc.
Stationery, printing, advertisement elc,
Chief executive's salary and fees
Dircctors' fees
Auditors' fecs
Charges on loan losses
Depreciation and repair of bank's asscts
Other expenses
Total aperating expenses
Profit before provision
Provision for loan
Specific provision
Special general provision - COVID-19
Gencral provision (ingtuding off balance sheet items)

Provision for rebate to good borrowers
Provision for diminution in value of investments
Other provision
Total provision
Total Profit before taxes
Provision for taxation

Current tax

Deferred tax

Net profit after taxation
Retained earnings brought forward frem previous year

Appropriations
Stalutory rescrve
General reserve

Retained surplus

Accompanying

Notes 2020 2019
Taka Taka
21 5,854,744,112 7,357,320,782
22 4,750,689.258 4,847,319.359
1,104,054,854 2,510,001,423
23 1,909,924,534 1,217,521,317
24 428,054,955 504,392,528
23 124,871,563 120,802,400
2,462,851,052 1,842,716,245
3,566,905,906 4,352,717,668
26 1,147,952,923 1,111,827,997
27 173,589,435 349,335,499
28 2,394,922 2,029,791
29 13,924,282 13,336,285
30 37,200,922 42,505,550
31 8,322,666 11,480,000
32 2,728,000 2,232,000
33 787,750 442,750
34 327,925,296 139,519,376
35 394,777,039 410,833,214
2,109,603,235 2,083,542.462
1,457,302,671 2,269,175,206
13.4 24.870,536 440,908,481
13.5 84.370,703 -
134 & 13.6 (22,036,978 61,916,642
87,204,261 502,825,123
13.7 2.000,000 2,000,000,
89,204,261 504,825,123
1,368,098,410 1,764,350,083
13.3 397,458,482 788,589,167
10.5 18,371,583 7,758,738
415,830,065 196,747,905
952,268,345 967.602.178
15 273,619,682 352,870,017
17 678,048,663 614,732,161

952,268,345 967,602,178

gral part of these financial statements.

Mol Nowd &_%L%

Dhaka, 26 April 2021
DVC: 2104261512A8678768

Director Director Managing Dlrccto}\& CEO

Signed in terms of our report of even date. N

Shaikh Hasibur Rahman, FCA
Enrolment no 1512

Hoda Vasi Chowdhury & Co
Chartered Accountants
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South Bangla Ag_;'icullturei and Commerce Bank Limited

Cash Flow Statement (Main Operation)
For the year ended 31 December 2020 -

Notes 2020 2019
Taka Taka
A) Cash flows from operating activities
Interest receipts in cash 5,364,431,218 7,352,758,682
Interest payments (5,111,051,447) (4,707,625,244)
Dividend receipts - -
Income from investments ) 1,170,366,917 703,934,378
Recoveries on loans and advances previously written-off - -
Fees and commission receipts in cash 288 575,957 338,768,395
Cash payments to employees (1,159,003,589) (1,125,539,997)
Cash payments to suppliers {233,270,128) (436,388,449)
Income taxes paid 10.2 (642,131,856) (924,927,255
Receipts from other operating activities 121,950,575 120,802,400
Payments for other opcrating activities (203,660,987 (153,334,817)
Opcrating profit before changes in operating asscts and liabilities (403,793,340) 1,168,448,093
Increase / decrease in operating assets and liabilities -
Salc of trading securities 127,047 638,573
Purchase of trading securities - (495,590}
Loans and advances to other banks - £0,000,000
Loans and advances to customers (1,099,097,110) (5,496,332,979}
[ncrease / decrease of other assets 37 45,252 951 (57,266,644)
Deposits from other banks 283,984,174 1,114,371,787
Deposits from customers (12,323,443) 10,981,764,764
Increase / decrease of other liabilities account of customers - -
Increase / decrease of trading liabilities - -
[ncrease / decrease of other liabilities 38 963,085,678 5,238,240
181,029,297 6,628,218,151
Net cash from operating activities (222,764,043) 7,796,666,244 -
B) Cash flows from investing activities
Proceeds from sale of Government securities 28.,634,459,146 10,595,81 1,280:
Payments for Purchase of Government securities (26,018,436,319) (1 8,436,326,187)
Purchase of property, plant and equipment (1,392,501,060) (111,401,288)
Sale proceeds of property, plant and ¢quipment 2,920,988 -
Net cash from investing activities 1,226,442,755 (7,951,916,195)
C) Cash flows from financing activitics
Borrowing from other banks, financial instittions and agents 1,274,402 811 315,885,069
Dividends paid - -
Receipts from issue of ordinary share - -
Net cash from financing activities 1,274,402,811 315,885,069
D) Net increase / (deereasc) in cash (A+B+C) 2,278,081,523 160,635,118
E) Effects of exchange rate changes on cash and cash-equivalent 139,478,998 165,624,133
F) Cash and cash-equivalents at beginning period 11,453,493,030 11,127,233,779
G) Cash and cash-equivalents at end of period (D+E+F) 13,871,053,551 11,453,493,030
H) Cash and cash-equivalents at end of period
Cash in hand including foreign currencies 3 652,709,026 759,249,747
Balances with Bangladesh Bank and its agent bank(s) including 4 3,520,458,606 3,677,346,131
Balances with other Banks and Financial institutions 5 9,697,885,859 7,016,897,152
13,871,053,551 11,453,493,030

U Director
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South Bangla Af_,rlculturc and Commerce Bank Limited
Statcment ofChangcs in Equltv {Main Operaticn)

-

For thi yéar éndéd 31 December 2020

Particulars Paid Up Capital Statutory Other Retained Total
Reserve Reserve Earnings
Taka Taka Taka Taka Taka

Balance as on 01 January 2020 6,224,050,160 1,479,777.861 | 27,595,805 | 631,537,963 8,362,961,789
Prior period adjustment - - - - -
Net profit for the period - - - 952,268,345 952,268,345
Transfer to stalutory reserve - 273,619.682 - (273,619,682) -
Revaluation of Govt, treasury bills, - - (8,257,843) - (8,257,843)
honds and other investments
Stock dividend issued - 622,405,010 - - (622,405,010) -
Balance as on 31 December 2020|  6,846,455,170 1,753,397,543 19,337,962 687,781,616 9,306,972,291

[Balance as on 31 December 2019] 6,224,050,160 | 1,479,777.861 | 27,595,805 | 631,537,963 | 8,362,961,789 |

These financial statements should be read in conjunction with the annexed notes.

% —SA

Director Director Managing Director & CEO
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P I
South Bangla ‘Agriculturedand Commerce Bank Limited
St wtt AT e
Notes t6 the Financial Statements

as at and for the vear ended 31 December 2020

General information

Status of the bank

South Bangla Agriculture and Commerce Bank Limited (the "Bank") was incorporated in Bangladesh as a
public limited company with limited liability by shares as on February 20, 2013 under the Companies Act
1994 to carry out banking business. It obtained license from Bangladesh Bank for carrying out banking
business on March 25, 2013 under the Bank Companies Act 1991. The Bank has been carrying out its
business through ils eighty three (83) branches; eleven {11) sub-branches all over Bangladesh and one (01)
Off-shore banking unit in head office. The registered office of the Bank is BSC Tower, 2-3 Rajuk Avenue,
Motijheel, Dhaka-1000, Bangladesh.

Naturc of business
Principal activities
The principal activities of the Bank are to carry on all kinds of commercial banking business in Bangladesh.

Off-shore Banking Unit (OBU)

The Off-shore Banking Unit (OBU) of the Bank is the separate business entity governed by the applicable
rules & regulations and guidelines of Bangladesh Bank. The Bank obtained the permission for conducting the
activities of OBU under reference letter no. BRPD (03)/744(127)/2020-5140 dated 15 July 2020 of
Bangladesh Bank. The Bank started the operation of OBU on 22 October 2020. The number of OBU was one
as at 31 December 2020, located at International Division, Head Office, Dhaka.

The principal activities of the OBUs are to provide commercial banking services through its Unit within the
rules & regulations and guidelines of Bangladesh Bank applicable for the Off-shore Banking Units.

Basis of preparation of financial statements and significant accounting policies

Basis of preparation of financial statements

The financial statements of the Bank as at 31 December 2020 have been prepared on going concern basis:
under historical cost convention and in accordance with the “First Schedule” of the Bank Companies Act,’
1991 as amended by BRPD Circular No. 14 dated 25th June 2003, other Circulars of Bangladesh Bank,?
International Financial Reporting Standards (IFRS), the Companies Act 1994, the Securities and Exchange:
Rules 1987, and other laws and rules applicable for Banks in Bangladesh. The Financial Reporting Act 2015:
(FRA) was cnacted in 2015, Under the FRA, the Financial Reporting Council (FRC) is formed and it is yet to
issue financial reporting standards for public interest entities such as banks. The Bank Companies Act 1991

has been amended to require banks to prepare their financial statements under such financial reporting

standards. The FRC has becn formed but yet to issue any financial reporting standards as per the provisions of
the FRA and hence International Financial Reporting Standards (IFRS) as approved by the Institute of

Chartered Accountants of Bangladesh (ICAB) are still applicable. In case of any requirement of the Bank

Companies Act 1991, and provisions and circulars issued by Bangladesh Bank differ with those of other

regulatory authorities and IFRS, the requirements of the Bank Companies Act 1991, and provisions and

circulars issued by Bangladesh Bank prevailed. Material departures from the requirements of IFRS are as

follows:

[nvestment in shares and securities

IFRS: As per requirements of [IFRS 9, classification and measurement of investment in shares and securities
will depend on how these are managed (the entity’s business model) and their contractual cash flow
characteristics. Based on these factors it would generally fall either under “at fair value through profit or loss
account” or under “at fair value through other comprehensive income™ where any change in the fair value (as
measured in accordance with IFRS 13) at the year-end is taken to profit and loss account or other
comprehensive income respectively.

Bangladesh Bank: As per Banking Regulation and Policy Department (BRPD) circular no. 14 dated 23 June
2003 investments in quoted shares and unquoted shares are revalued at the year end at market price and as per
beook value of last audited balance sheet respectively. Provision should be made for any loss arising from
diminution in value of investment; otherwise investments are recognised at cost.
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Revaluation gains/losses on Government securitics

IFRS: As per requirement of IFRS 9 tWhisré sétiifities will fall under the category of fair value through profit
or loss account, any change in the fair value of assets is recognised through the profit and loss account.
Securities designated as amortised cost are measured at effective interest rate method and interest income is

recognised through the profit and loss account.

Bangladesh Bank: HFT securities are revalued on the basis of mark to market and at year end any gains on
revaluation of securities which have not matured as at the balance sheet date are recognized in other reserves as
a part of equity and any losses on revaluation of securities which have not matured as at the balance sheet date
are charged in the profit and loss account. Interest on HFT securities including amortization of discount are
recognized in the profit and loss account. HTM securities which have not matured as at the balance sheet date
are amortized at the year end and gains on amortization are recognized in other reserve as a part of equity.

Repo and reverse repo transactions

1FRS: As per IFRS 9 when an entity sells a financial asset and simultaneously enters into an agreement to
repurchase the asset {or a similar asset) at a fixed price on a future date (repo), the arrangement is treated as a
loan and the underlying asset continues to be recognised at amortised cost in the entity’s financial statements.
The difference between selling price and repurchase price will be treated as interest expense. The same rule
applies to the opposile side of the transaction (reverse repo).

Bangladesh Bank: As per Department of Off-Site Supervision (DOS) Circular letter no. 06 dated 15 July
2010 and subsecjuent clarification in DOS circular no. 02 dated 23 January 2013, when a bank sells a financial
asset and simultaneously enters into an agreement to repurchase the asset (or a similar asset) at a fixed price on
a future date (repo or stock lending), the arrangement is accounted for as a normal sales transaction and the
financial asset is derecognised in the seller’s boek and recognised in the buyer’s book. However, as per Debt
Management Department (DMD) circular letter no. 7 dated 29 July 2012, non primary dealer banks are
eligible to participate in the Assured Liquidity Support (ALS) program, whereby such banks may enter
collateralized repo arrangements with Bangladesh Bank. Here the selling bank accounts for the arrangement as-
a loan, thereby continuing to recognize the asset.

Provision on loans and advances/investments

IFRS: As per IFRS 9 an entity shall recognise an impairment allowance on loans and advances based on
expected credit losses. At each reporting date, an entity shall measure the impairment allowance for loans ands®
advances at an amount equal to the lifetime expected credit losses if the credit risk on these loans and advances
has increased significantly since initial recognition whether assessed on an individual or collective basis
considering all reasonable information, including that which is forward-looking. For those loans and advances
for which the credit risk has not increased significantly since initial recognition, at each reporting date, an
entity shall measure the impairment allowance at an amount equal to 12 month expected credit losses that may

result from default events on such loans and advances that are possible within 12 months after reporting date.

Bangladesh Bank: As per BRPD circular No.24 (17 November 2019), BRPD circular No.6 (19 May 2019),
BRPD circular No.4 (16 May 2019), BRPD circular No.3 (21 April 2019), BRPD circular No.15 (27
September 2017), BRPD circular No.16 (18 November 2014), BRPD circular no. 14 dated 23 September
2012, BRPD circular no. 19 dated 27 December 2012, BRPD circular no. 05 dated 29 May 2013 & BRPD
circular no. 16 dated 18 November 2014, a general provision at 0.25% to 5% under different categories of
unclassified loans (good/standard loans) has to be maintained regardiess of objective evidence of impairment.
Also provision for sub-standard loans, doubtful loans and bad losses has to be provided at 20%, 50% and
100% respectively for loans and advances depending on time past due. Again as per BRPD circular no. 10
dated 18 September 2007 and BRPD circular no. 14 dated 23 September 2012, a general provision at 1% is
required to be provided for all off-balance sheet exposures. Such provision policies are not specifically in line
with those prescribed by IFRS 9.
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Recognition of interest in suspense .

1FRS: Loans and advances to customers 4t& gehérally. classified at amortised cost as per IFRS 9 and interest
income is recognised by using the effective interest rate method to the gross carrying amount over the term of
the loan. Once a loan subsequntly become credit-impaired, the entity shatl apply the effective interest rate to

the amortised cost of these loans and advances.

Bangladesh Bank: As per BRPD circular no. 14 dated 23 September 2012, once a loan is classified as
impaired, interest on such loans are not allowed to be recognised as income, rather the corresponding amount
needs to be credited to an interest in suspense account, which is presented as a liability in the balance sheet.

Other comprehensive income
IFRS: As per IAS 1| Other Comprehensive Income (OCI) is a component of financial statements or the
elements of OCI are to be included in a single Other Comprehensive Income statement.

Bangladesh Bank: Bangladesh Bank has issued templates for financial statements which will strictly be
followed by all banks, The templates of financial statements issued by Bangladesh Bank do not include Other
Comprehensive Income nor are the elements of Other Comprehensive Income allowed to be included in a
single Other Comprehensive Income (OQCI) Statemeni. As such the Bank does not prepare the other
comprehensive income statement. However, elements of OCI, if any, are shown in the statements of changes in

equity.

Financial instruments — presentation and disclosure
In several cases Bangladesh Bank guidelines categorise, recognise, measure and present financial instruments
differently from those prescribed in IFRS 9. As such full disclosure and presentation requirements of [FRS 7
and IAS 32 cannot be made in the financial statements,

Financial guarantces

IFRS: As per [FRS 9, financial guarantees are contracts that require the issuer to make specified payments to
reimburse the holder for a loss it incurs because a specified debtors fails to make payment when due in
accordance with the original or modified terms of a debt instrument. Financial guarantee liabilities are
recognised initially at their fair value plus transaction costs that are directly attributable to the issue of the
financial liabilities. The financial guarantee liability is subsequently measured at the higher of the amount,of
toss allowance for expected credit losses as per impairment requirement and the amount initially recognised
less, income recognised in accordance with the principles of IFRS 13. Financial guarantees are included within
other liabilities. ,“-
Bangladesh Bank: As per BRPD Circular No. 14 dated 25th June 2003, financial guarantees such as letfers
of credit, letters of guarantee will be treated as off-balance sheet items. No liability is recognized for the
guarantee except the cash margin. As per BRPD Circular No.01 dated 03 January 2018 and BRPD Circular
No.14 dated 23 September 2012, the Bank is required to maintain provision at 1% against gross off-balance
sheet exposures (which includes undrawn loan commitments).

Cash and cash equivalents
IFRS: Cash and cash equivalent items should be reported as cash item as per 1AS 7.

Bangladesh Bank: Some cash and cash equivalent items such as money at call on short notice, treasury bills
with maturity of more than three months and prize bond are not shown as cash and cash equivalents. Money
at call on short notice is shown separately in the balance sheet. Treasury bills with maturity of more than three
months and prize bond are shown under investment in the balance sheet.

Non-banking asset
IFRS: No indication of Non-banking assets is found in any IFRS.

Bangladesh Bank: As per BRPD 14, there is a separate balance sheet item named Non-banking assets existed
in the standard format.

Cash flow statemcent

IFRS: The cash flow statement can be prepared using either the direct method or the indirect method. The
presentation is sclected to present these cash flows in a manner that is most appropriate for the business or
industry. The method selected is applied consistently,

Bangladesh Bank: As per BRPD Circular No. 14 dated 25th June 2003, cash flow is the mixture of direct and
indirect methods.
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Balance with Bangladesh Bank: (Caéh Reserve _ﬁéquirement)

IFRS: Balance with Bangladesh Bank should be treated as other asset as it is not available for use in day to
day operations as per IAS 7.

Bangladesh Bank: Balance with Bangladesh Bank is treated as cash and cash equivalents.

Presentation of intangible assets
IFRS: An intangible asset must be identified and recognized, and the disclosure must be given as per [AS 38.

Bangladesh Bank: There is no regulation for intangible assets in BRPD Circular No. 14 dated 25th June
2003,
Off-balance sheet items

IFRS: There is no concept of off-balance sheet items in any IFRS; hence there is no requirement for disclosure
of off-balance sheet items on the face of the balance sheet.

Bangladesh Bank: As per BRPD Circular No. 14 dated 25th June 2003, off balance sheet items {e.g. Letters
of credit, Letters of guarantee etc.) must be disclosed separately on the face of the balance sheet,

Loans and advances net of provision
IFRS: Loans and advances/Investments should be presented net of provision.

Bangladesh Bank: As per BRPD Circular No. 14 dated 25th June 2003, provision on loans and
advances/investments are presented separately as liability and cannot be netted off against loans and advances.

Disclosure of appropriation of profit

IFRS: There is no requirement to show appropriation of profit in the face of statement of comprehensive
income.

Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003, an appropriation of proﬁ.t should be
disclosed in the face of profit and loss account. i

Name of Financial Statements -
IFRS: As per IAS 1 : Presentation of financial of financial statements, Components of financial statements are
defined as statement of financial position and statement of profit or loss and other comprehensive idcome,

Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003, an appropriation of profit should be
disclosed in the face of profit and loss account.

Uniform Accounting Policy

In several cases Bangladesh Bank and Bangladesh Securities and Exchange Commission guidelines categorize,
recognize, measure and present financial instruments differently from those prescribed in IFRS 10. As such
some disclosure, presentation and measurement requirements of BFRS 10 cannot be made in financial
statements.

Use of estimates and judgment

The preparation of financial statements requires management to make judgments, estimates and assumpticns
that affect the application of accounting policies and the reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the periods in which the estimate is revised and in any future periods affected.

In particular, information about significant areas of estimation, uncertainty and critical judgments in applying
accounting policies that have the most significant effect on the amounts recognised in the financial statements
are described below:

1. Provisions on loans and advances

2, Income tax provision
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Consistency

In accordanee with IFRS framework f6r 1165 prcsentatlon of financial statements together with IAS — 1 and IAS
— 8, the Bank discloses its information consistently from one period to the next. Where selecting and applying
new accounting policies, changes in accounting policies, cotrection of errors, the amount involved are
accounted for and disclosed retrospectively in accordance with the requirement of IAS — 8. However, for
changes in the accounting estimates the related amount is recognized prospectively in the current period and in
the next period or periods.

Foreign currency transactions

a) Functional and presentation currency

Items included in the financial statements are measured using the currency of the primary economic
environment in which the entity operates, i.e. the functional currency. The financial statements of the Bank are
presented in Bangladeshi Taka which is the Bank’s functional and presentation currency.

b) Foreign currencies translation ‘

Amounts in foreign currency are translated in accordance with the principles set forth in IAS 21 - “The Effects
of Changes in Foreign Exchange Rates”. As per this standard monetary items not denominated in BDT and

cash transactions not completed at the reporting date are translated into BDT using current market rates. Non-
monetary items carried at fair value are translated into BDT using current market price at the reporting date
and non-monetary items carried at cost are translated vsing the rate applicable at the time of acquisition.

Transaction rates are used to translate the items related to income and expenses.

¢) Commitments

Commitments for outstanding forward foreign exchange contracts disclosed in these financial statements are
translated at contracted rates. Contingent liabilities / commitments for letters of credit and letters of guarantee
denominated in foreign currencies are expressed in Taka ferms at the rates of exchange ruling on the balance
sheet date,

d} Transaction gains and losscs
The resulting exchange transaction gains and losses are included in the profit and loss account.

Cash flow statement ;

The cash flow statement has been prepared in accordance with IAS 7, Cash Flow Statements considering the
requirements specified in BRPD circular No. 14 dated 25 June 2003 issued by the Bankmg Regulation and
Policy Department of Bangladesh Bank. -

Statement of changes in equity
The statement of changes in equity reflects information about the increase or decrease in net assets or wealth
during the year.

Statement of liquidity
The liquidity statement of assets and fabilities as on the reporting date has been prepared on residual maturity
term as provided in the statement.

Reporting period
