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Cash Flow Statement

For the yaar ended Decamber 31, 2009 Amount in Taka
Year to December 31,
e 2009 2008
Cash Flows from Operating Activitles
Imvesiment income 370,531,603 18,543 835472
Profit Pald on Daposits {12,718,016,280) (10,660,048,753)
Income | Dividend Receipts from investments in Shares & Securities 270.136.905 203,665,458
Foos & Commission receipt in Cash 3437201408 3337,523,756
Racovery from wrilien off Invastmants 200,505,086 183,088,125
Payments o Emplayess 3,153,348,585) (2,837,986, 588)
Cash Paymenis o Suppliers (148,860,578) (ar,
Income Tex: Paid (3,587 024,602) (2,388,748,170)
Receipts from other Opsrating Activies 280,355,938 273,119,457
Paymenis for other Operating Activities (887,852,858) (841,290,804)
Opersting Profit before changes In Operating Assels 4,052,838,037 6,506,181,810
chanpes in Operating Assets and Liabilities
Increasaf{Decraase) of Statutary Deposits - -
Increasef{Decrease) of net Trading Securities - -
Increase/{Docrease) of ivestmants 1o other Banks - -
Increasas{Dacraasa) of invesiments io Cusiomars {34,561,865,5401) (35,133,328,137)
Increase/Decrease) of Other Assets 902,322 221 (725, 784,089)
Increase/{Decreass) of Deposis from other Banks 72185748 (43,703,782)
Increase/{Decreass) of Daposts mcaived from Cusiomans 41,006,535,210 32,558,782,105
increase/{Decrease) of Cther Liabiliies acoouni of Customers - -
Increasaf{Decreass) of Trading Liabilities - -
IncreasefDecrease) of Other Linbiliies (927,808,342) 242327 558
a Met Cash Flows from investing Activities 11,534,007,335 3,495,076 555
Cassh Flows from |nvesting Activities
Proceeds from Sale of Securities - -
Payment for Purchase of Securifies | mambarship (3,000,000,000 12,889,150,000
Purchase | Sale of Property, Plants & Equipments (323,467,115) (529,508,701))
Purchase/ Sake of Subsidiaries = -
b.  Net Cash Flows from investing Activitios (3,323,467,115) 12,368 641,299
Cash Flows from Financing Activities
Receipts from issue of Debt Instrumens -
Payment for redempiion of Debi instruments - -
Recaipl from issuing Ordinary Shara/ Rights Shane - -
Dividend Paid in Cash -
c.  Net Cash Flows from Financing Activithes -
Net Increase | (Decroasa) in Cash (a+béc) 8,210,54),220 15,864,717 854
Add/ (Less)Eflects of Exchange Rate
Changes on Cash & Cash Equivalent .
Add: Cash & Cash Equivalents at
baginning of the year 36,952,501,506 21,088,783 642
Cash & Cash Equivaients at end of the year az0 45,164,041 376 36,963,501,506
The scoompanying notes 1 1o 43 form an intagral part of thesa Financial Stataments
f;:-L__,J.;ﬂl_}. ) ,,(}FJ‘ =
Md Shahidul |slam Engr. Md. Khan ATM Ataur Rahman M. Fariduddin Ahmesd
Direcior Director Managing Diractor
Howladar Yunus & Co. Srsdin perolr St it of aame de m
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For the year andad Decamber 31, 2000

Status of the Bank

Islaml Bank Bangladesh Limited was established as a Publc Limited Banking Company In Bangladesh In 1983 as the first intarest free
Sharfiah besed Scheduled Commerdial Bank in South East Asia. Naturally, its modus operendi is substantially diflerent from those of other
conventional Commercial Banks. Tha Bank conducts s business on the Shari'ah principles of Mudaraba, Musharska, Bei-Murabshe, Bai-
Mualjal, Hire Purchase under Shirkatul Melk , Bal-Salam and Bal-as-Sarf stc. Thare ls a Sharfah Councll in the Bank who ensures that the
aclivities of the Bank are being conducied on the precepis of islam. The Shar'ah Council consists of prominent Ulema, repuled Bankers,
renowned Lawyers and eminent Economists.

There ars two Siock Exchanges in Bangladesh viz. Dhaka Stock Exchange Limited and Chittagong Stock Exchange Limited and the Bank is
fisied with both the Stock Exchanges. The Bank camies out its business acivilios through its Head Office In Dhaka, 11 Zonal Offices and
having 211 Branches & 20 SME Servics Centres in Bangladesh. The Principai placs of business is the Ragistared Office af Islami Bank
Tower, 40, Dilkusha Commercial Ares, Dhaka-1000, Bangladesh.

Mature of busingss
Al kinds of commercal banking sarvices ars provided by tha Bank to the customers following the principies of |slamic Sharfah, the
provisions of the Bank Company Act 1951, Bangladesh Bank's direclives and directives of other regulatory Authorilies.

Significant Accounting Policies

Preparation of Financlal Statements

These Financial Statements have been prepared on @ going concam besis undar the historical cost corvention as modified to incude the
revaluation of land & bullding and Invesiment in Shares & Securllies as well as Genarally Accepied Accounting Principles In conalstant with
those of previous years. Although the operafions of the bank are in sirict compliance with the rules of Islamic Sharfah, the Financial
Statements have been prepared basically as per provisions of the Bangladesh Bank BRPD Circular No. 15 dated 08.11.2008 with reference
io the provisions of the Bank Company Act 1881 as amandad by Bangladesh Bank BRPD Ciroular No. 14 dated 25.06.2003 & Bangladesh
Bani's other Circulars/insiructions and following Intemational Accounting Standards (IAS) and International Financial Reporfing Standards
(IFRS} adopted as Bangladesh Acoounting Standards (BAS) and Bangladesh Financial Reporing Standards (BFRS) by the Institule of
Cherlered Acoountanis of Bangladesh, the Companies Aci 1884, the Securiies and Exchange Rules 1867, Dhaka and Chiltagong Stock
Exchanges' Lising Raguiafions and other aws and rules applicable In Bangladesh, Standards issusd by the Accounting and Auditing
Organization for islamic Financial Institutions (AAQIFT), Manama, Bahrain as a member of that organizalion.

12 Statement of Cash Flows
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Staternent of Cash Flows ks praparsd by using the Direct Method' In accordancs with BAS 7 "Staterent of Cash Flows® and under the
guidance of Bangladesh Bank BRPD Clrcular No. 15 dated 09.11.2009 and BRPD Circular No. 14 daled 25.08 2003, The Stetement of Cash
Flow shows the structure and changes in cash and cash equivalents during the year. It is broken down ino Operating Activities, Imesting
Activifies and Financing Activiies. Cash and Cash Equivalents comprise short barrn, highly biquid investmants thal are madily convertible and
are subject fo an insignificant risk ko changes in value.
Stwtement of Changes In Equity
Stalement of Changes in Equily has been prepared in accordance with BAS 1 "Presentation of Financial Sialaments” and under the
guidance of Bangladesh Bank BRPD Circular No.15 dated 09.11.2008 and BRPD Circuler No.14 dated 25.08.2003.

34 Liquidity Statement
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k)

g9
d)

Liquidity Statarnert has been prepaned in accordance with the residual/memaining maturity of Assels and Lisbililes as on 31 December 2009
and under the guidance of Bangladesh Bank BRPD Circular Mo. 15 daled 08.11.2008 and BRPD Circular No.14 daled 25.08.2003 as per
the foliowing basis:

i} Balanca with other Banks and Financial Institutions, st are on the basis of thei respective maturity term;

i) Investments in Shares & Securities are an the basis of their respective maturity;

iii} Gongral Imsiments am on the tesis of their recoveryfrepaymant schadule;

I¥) Fhaad assets are on the basls of ihelr usaful Bves;

¥) Other assets are on the basis of their realizafion/amorfizafion;

¥} Deposits and Ofher Accounts ame on the basis of their maturity and payments;

vil) Provisions and Other Liabilities an on the basls of their adjusiment/satfiement;

vil) Dus to parpetual in naturaimaturty, Mudaraba Perpshusl Bond (MPS) is reportsd under matrity mors than 5 (five) years.

Bamis of Consolidation
Baniking Software named "alectronic Intagrated Banking Sysiem” (elES) kas baen daployed at ail the branches and SME Service Centres of
Isiami Bank Bangladesh Limiled. The system produces among others, Statement of Affsirs and Income & Expenditure Stalement. A
soparate set of records for consolidating the “Stalement of Affairs', income & Expenditure Siatement’ and ofhaer Returns & Statements of the

Branchas am mainiainad ai the Head Office of the Bank at Dhaka from which the Financial Stalemenis ars drawn up.

Significant Judgment and Estimates
The prepaation of Financial Statements in conformity with Accounting Standards and slatutory requirement requires the use of oritical
accounting estimales. || also requires managemant io axsrcise its judgment in the process of applying accounting policies. The arsas
imwolving & higher degree of judgment or complexity or areas where assumpiions and estimates are significant io the Financial
Statements are described in the following:

=Nota 19,8 Incomsa Taxes

- Nobe 20.0: Deferred Taxation

= Nobe 35.0: Depreciation

- Othar Confingant Liabilities

- Liquidity Stalemant
Imvestmants In Shares and Securities and Revenus Recognition
Irvesimants in Shares and Sacurifies are steled al cost other than the Shares of Bangladesh  Shipping Corporation which was revalued
on lowest market price of Dhaka Stock Exchangs (DSE) a8 on 30.12.2006 as par BRPD Circular No.15 dated 31.10.2005, DOS Circular
Lafler No.10 dated  11.089.2006 and DOS Circular Letter No.05 dated 25.05.2008. Adequate provisions have been made against probable
losses for Imvestment in Shares and Securities.
Investment in unfisted securiies includes Ordinary Share(s) of Cantral Dapository Bangladesh Limied (COBL), Kermasangsthan Bank and
Meambership of Dhaka Stock Exchange Lid. The unistad imsaimant are recorded and shown at cosl.
Dividend income on shares of Joint Stock Companies is accounied for when the right io receive payment is esiablished as per BAS-18 "Revenue”.
Profit on investment in Bangladesh Government |slamic investment Bond (lslamic Bond) is recognized on accryal basis.

1.8 Investments and Revenua Recognition

8)
b)

Irvegimants are staied in fhe Balance Sheed nel off unsarmed income and profit receivabis.

Income from Imvestments Is accounted for on accrual basls except Investments under Musharaka, Mudaraba, Bal-Salam and Bal-as-Sarf
modes of invesiment. Income in case of Mudaraba, Musharaka, Bai-Salam and Bai-as-Sarf is accounied for on realisafion basis. Besides,
fees and commission income are recognised when semad. The Bank does nol chamge eny rent during the gestationfinierim pariod of
imvasiment againsl Hire Purchasa under Shirkatul Melk (HPSM} mode of investment bul it fixes the sale price of the assels at a higher level
in such a way fo cover its expectad rate of return, Such income |s recognised on realisation basis.

Prowision for Classified investment, Un-classified Imestment, Of-Balance Sheet Ibems and Other Assels

Provision fior invesiment is made as per instruction of Bangladesh Bank through BCD Circular No.34 daled 16.11.1988, BCD Circular No.20
dated 2T.12.1804, BCD Circular No.12 dated 04.08.1905, BRPD Circular No. 16 dated 08.12.1968, BRPD Circular No. 09 dated 18.06.2002
and BRPD Circular No. 05 daled 05.08.2006.

The Prowision rales am given below:

Particulars ue
Small Erterprss Financing %

Consurmer Irmvestmant for Howss Building
& Professional

Cther than House Bullding 55
& Professional

All Cther 1%
0 Balance Shoal Thems

100%

100%

al g g %8

Hﬂ‘i

100%

a3 ¥y |3

3.8 Bharing of Irvestmant Income

In case of Invesiment, Mudaraba fund pets preference over cos! free fund. The imvestment income earned through deployment of Muderaba
Fund is shaned by the Bank and the Mudaraba Depositors i the pre-determinad ratio fued by the Bank.

3.10 Proft Paid on Depostts (PPD)

As par Mudaraba principle of Islamic Sharfah as well as agreement bebween the Mudamba Deposiiors and the Bank, the Muderaba

Dapositors are enfitied io gef minimum 65% of the Inv simand Income sarmed through deploymant of Mudaraba Furd as par weightages. In
fhe year 2009, IBBL paid 88.07% of Investmert Income earned thiough deployment of Musdarata Fund. Moreower, in some Mudarsha
Deposits, additionsl rete was allowed over the rate amived as per weightage. Mudaraba Depositors do nat share any income derivad from
warious banking sarvicss wheva the wsa of fund is not issolved and any incoma derived from Invesfing Bank's Equily ard olher Cost Freo
Fund. A-viadesash l.nl'llﬂl!l'ﬂ'lﬂl‘l“
Profit i credited to Mudarsba Deposit accounts &t provisional raie on half yearly! anniversary besis considering overall growth, pedormance
and profilabiity of fhe Bank during the year. Fingl Rates of profit of any acoouniing yeer ars declared afier finalizafion of Sherish Audk and
cartfng Hs Invstmart Incom of tha Sank by e Statutory Audtoes.

311 Brokerage Houss
IBBL s operafing Erokarage Business under te lcensa issuad by fhe Secwrlies & Exchangs Commisshon (SEC) and has fakan
membership of Dhaka Stock Exchange Limited (DSE). As a Siock Broker, IBSL acts 2 an agent in e parchase and sale of Sharf'ah
approved Isted sacurifies and rmallzes commission on transsctions in accomance with approved commission schadule.

312 Profit/ Rerd/ Compensation Suspanss Azcount and Imeguiar Income
ProfitRent'Compensation eccrued on Special Mentionad Account and Classified imvesiments e suspended and accounied for es per
Circuiars Issuad by fhe Bangladesh Bank on this bahalf fom fime o Sme.
Moreover, income which &8 Imeguiar {doubful) ss per Shar'sh is nol included in the distributable income of the Bank. Bank chamges
compersation on overdue Bai-Mursbeha and Bai-Muazzal investments. Such compensation is not permissible as per Sherf'ah to teke i
raguliar incoma of tha Bank. Thersfors, the total amount of doubiful incoma and compensafion am used o maks provision for bad and doubthd
Ivesiments. The realtmed smount of doubtiul Income and compensation are

however transierrad io Isiami Bank Foundation for charitable pumoses,
Interest recaived from the balances held with Foreign Banks abrcad and from Forsign Curmency Clearing Account with Bangladesh Bank are
algo not cradilad to regular incoma, since & is not parmissible as par Shar'ah. These ars fransferradfappropriatad i charitable purposes as
per Boand decision afler payment of dus incoma Lo thereon.

.13 Zakat

Zakat is paid by the bank al the rate of 2.58% (nstead of 2.50% as the Bank mairtains s Accourts following Gregorian Year) on the dosing
balances of Share Premium, Statuiory Reserve, General Reserve, Exhange Equalisation and Dividend Equalisaion Accounts
IﬂiwhﬂHﬂlLﬂ!ﬂltHhMﬂwmmmﬂﬂﬂmwﬂmﬂm

Payment of Zakat on Paid up Capital and Deposits is not paid by the Banik, since it is the responsibility of the Sharsholders and Depositors
respactively

3.14 Retirernent Benefit and Staff Weltars Schemss
The bank mainiaing Confributory Providert Fund, Grafulty Fund, Supersnnustion Fund and Benevolant Fund. Thess funds are mansged by
saparate Board of Trusiess:

2] Provident Fund

The Provident Fund is for the regular and confirmed employes who works for a minimumn period of 5{five) years at IBBL and it came into force
with efleci from sl day of Merch, 1666, The fund receives contribulions @ 10% of the basic pay both from employees and
employer. Tk.1,556.68 million was avallable in the IBBL Employses Provident Fund as at Decambar 31, 2009.

b) Gratulty Fund

The Gratuity Fund for the regular and confirmed employess of IBBL was established on 1st day of March, 1886. The employeas who serve at
ieast 7 (seven) years at IBBL, are normally enfitied to gat gratuity equivalent to 1{one) Month basic pay, 1.5 {one and a half) Months' basic
pay and 2 (two) Months' basic pay, considering the length of service and also for premature death in hamess. Tk.60.00 milion has been
provided during the yeer 2008 for the Fund. The Fund balance siood at Tl 1,668.88 million as at December 31, 2008

¢) Banavolant Fund

The Benevolent Fund for the regular and confirmed employees of Isiami Bank Bangladesh Limiled was established in the year 1986, This
Fund is mainly used for payment of scholarship to the meriionious students among the children of IBBL's officers and  sub-staff, to allow short
lerm quardigrant fo meet some unespectad and cartain neads of tha stalf of IBBL liks accident, cinical reatment, marriaga caremony of the

amployees and thelr dapandents. T.5.00 milllon has bean provided during the year 2009 for the Fund. The Fund balance siood af Tk.BB.05
millicn s ai Decamber 31, 2009,

d) Superannuation Fund

The Fund came into force with effect from the 18th June, 2008. N was established for financial help to the members of the IBBL Employees
Superannuation Fund end their families in case of relirement, deeth, physical disability of employee while in servica or of any incidenca of like
nalure accepiable to e Board of Trusiees and redirement from the sarvica. Tk 10.00 milion has been provided during the year 2008 for the
Fund. The Fund balance stood at Tk.219.64 milion as at Decamber 31, 2009,

3.15 Fixad Assets, Deprociation, De-recogrition, ste.

8) Fbead Assols: Fixed essels are steled ol cost or revalued amouni loss acoumulsted depreciation as per BAS 16 "Property, Planl and
Equipment® and dapreciation therson chargad to Operating Expenses. Tha cost of acquisiion of an assal comprises its purchase prics and
any direcily alfributable cost of bringing fhe assel io its working condition for iis intended use indlusive of imward freight, dulies and non-
refundable toes. Subsequent costs are induded in the assel’s camying amount only when & is probable thet fulure economic benefits
associaied with the itam wil fiow to the Bank and the cost of the lem can ba measurad reliably.

b) Revaluation: Land & Buliding are revalued as per BAS 16 Proparty, Plant and Equipment” as wal as Bangladash Bank BCD Circular Latter
No. 12 & 18 daled Apr 20, 1983 & June 15, 1063 respeciively and BRPD Circular No.10 dated November 25, 2002 & BRPD Circular
No.08 daled Decamber 31, 2008. Surplus arising on revaluation of Land & Building of the Bank is creditad o Assets Reveluation Reserve
account &8 par Paragraph 30 of BAS 16 "Proparty, Plant and Equipment”. Dafict arising on subsequant revaluation ls adjusiad agalns! the
bakance in the revaluation reserve account. Revaluation is camied out with sufficient reguiarity io ensure that the camying amount of asssts
does not difer materially from their fair value.

¢ Intangitle Assels Wabsie Devalopmeni cost of the Bank i capitalized 8 par BAS 38 "Intangible Assel® under Defamad Revenus
Expansas on tha basis of cosls Incurmed ko devalop the Websls of IBBL. Thass cosls are amaoriizad In 5 (five) yaars.

d) Deprecision: Depredistion is charged af appiicable rales on Fixed Assets as per Paragraph 43 of BAS 16 "Properly, Plant and
Equipment”. In case of addiion during the year deprecistion is calculeted from the date of acquisition. No depreciafion is charged on
buliding urdl the same |s completad and brought info uss. Dapraciation |s chargad at the following rates on a reducing balanca method on
all Fixed Assets other than Motor Vehicies and Computers, which are deprecialed on straight line basis:

Category of fiued assets Rate
h | Land NI
) | Bulding Z50%
ii} | Furniture and Fixiures 10.00%
M | Notor Vehicles 20.00%
¥) | Mechanical Appliances 20.00%
vil | Computers 25,00%
vil) | Books 30.00%

8} De-recognition: An iterm of Property, Plant & Equipment is derecognized upon disposal or when no fufure economic banefits ane expected
from Its use as per Paragraph 67 of BAS 16 “Proparty, Plant and Equipment™. Any gain of los arising from de-rscogniion of the assat 18
recognized in the Profit & Loss Account.

f) Impainment
The camying amount of assats s reviewed to datermine whather thers |3 any Indication of impalrment of any asset or group of assels as
per BAS 36 “impairment of Assets”. If any such indication edsts, the recoverable amount of such assets is estimated and impairment
lossss are recognized in the Profit & Loss Account.

{g) Capital Work in Process: Capital Work in Procass is coet directly incurred for consiruction of buildings. These ara stated in the Balance
Sheet at cost. The work In process |s fransferrad to cost of buliding when tha conafruction |s compisted and It bacomes usable.

3,16 Stock of Stafionery
Stock of stabonery is mpariad under Ofer Assals and vaiued at Cost

347 Foruign Cumency Transactions

8} The trensactions in foreign currencies are fransiaied ini equivalent Teka camency using he  exchange mizs ruling on fhe dates of sudh
framgactions.

B) The Assets and Liabiifies Including balance with other Banie denomiraiad in foreign curmncies as at Dacamber 21, 2009 am fransiated
inip Taka cumency ai the weighied average rale of inter Bank Markel a3 determined by Bangladesh Bank. Balances held in foreign
currencies. other than U5 Dollar ars carvertsd info equiviient U3 Dioler  buying retis of New York ciasing of e prawiows dy

1,18 Subordinatod Debt
Mudaraba Perpetual Band (MPB) was ssued by the Bank as per approval of Bangladesh Bark Lefior No. BRPD(P-1)661/14(a}2006-1437
dsied 07.05.2008 and Securiies and Exchange Commission Letier Mo, SEC/CHCPLC-1A20067345 & SECICYRPO-01/2007/388 both dated
$0.06.2007. I s st 25 & companen! of Supplementary Capital as Subardinstad Debt The instrument having facs velus of T 1,000 ssch
Is subcrainated o e daims of other cradiors ang deposions. In the cass of iquidaion the subordinatad dabt hoicers would ba pald Just
beore peying 1o the sharehokders assuming there are assets ko distibute ater ell other lisbilties and detts heve been paid The MPB is

perpetasl n et | never snding maturty

3.19 Off Bulance Sheet Hems
OF Balance Shest Bams are disciosed under Confingant Lishilties & Other Commitments and requined provision on OFf Balance Sheet
exposures have been made in accordance with Bangladesh Bank Guidelines.

3.20 Malariaiity and Agoregation
Each material cless of similar flams & presenied separsiely in the Finencial Stalements. kems of dissimilar nature or funclion are presented
saparutely unless thay are immaterial a6 pamitied by BAS 1 "Presentation of Firencial Statements”.

321 Offwetting of Assets and Lisbilties
The values of any assal or Rabillty as shown In the Balince Sheat am nof off-aat by way of deduction from anofhar Rabillty or assads: unlees
there eést legal right themeol,
1.2 Ganaral
a) The figures appearing in these Financial Statements have been rounded off to the nearest intager.
b) Previous year's figures have bean re-ammanged to conform cumeni year's presermbation wherever nacessary.
3.23 Dain of Authorizafion to lssus the Financial Stalements
The Board of Direciors has approved the Financial Statements on 23rd March, 2010,
4.0 Audit Commities
As per Bangladesh Bank BRPD Clrcular No.12 dated Decamber 23, 2002, an Audit Commifies was formed by the Board of Directors of the
Bank consisting of the Board Members. As st December 31, 2009 the following directors were the members of the Audit Commities:

Stahus
5L Status with Educational
No. Name of the Mamibar - the Commitine Qualificaion
H.S.C. Diploma In
] Janab Md. Shahidul lsiam Dinecior Chalrrran sk s
Mambar B.A. (Hon's), M.A.
i | Janab M.A Motaib Chowdhury Direcior o OO0 ik
W) | Jansb ATM Ataur Rahman Diractor Sirdar B.A (Hon's), MA.
(Political Science)

Audil Commities of the Board met in 50 (Fifty) occasions in the ysar 2009, Thay mat in 05 (Five) occasions regarding finalizaion of Financial
Stalements for the year 2000 with the Senior Management of the Bank in which among others, the following issues were discussed:

() The Commitize samined the Financial Statements of 2009 of the Bank fo s2e whether all the disciosures and information incorporaded in
the Financial Stalements & whether the Bank followed Inlemational Financial Reporting Standards and procedures in preparing
Firancil Staternonts.

(1) In finailzing accounts for the year 2009, several altematives and various partinent Issues, such as Impact of Doubtiul Incoma, Dividand,
Compensation, Profit Paid on Deposits (PPD), Capital Adequecy Ratio & Risk Weighied Assets eic. were considered.

(i) The Commitiee discussed in details the Audit Reporis submitied by the Bengladesh Bank, check & conlrol systems and provided
appropriale guidalines to the Managamant for overall Improvemant of the Managemant and Accounting system and minimization of
wvarious types of risks.

{v) Like previous years, the Committee also sxchanged views with the Stetulory Auditors and Managemenl of the bank before Finalization of
the Financial Statements of the Bank.

5.0 Related Party Disclosure

Relaled Parfies incude the Bank's direciors, key management personnal, essociales, companies under common directorship slc. es per BAS
24 "Relgted Pary Disclosures”. All irensaciions involving related parties arising in the normal course of business e conducted at arm's
length at normal commercial rales on the same tarms and conditions ae third party trensactions using valuation modes, as admissibla.

5.1 Name of the Directors along with all relsted Firme/ Companies/ Institutions/ Related Partles as st Decamber 31, 2008:

Name of the related Firmad
= Name of the Direclors S wh Comparies/ Insfiutions/ Remaris
the Bank Parties okc.
M | Prof. Abu Nasser Muhammad Chairman Reprasantative of Ibn Sina Trust,
Abduz Zaher The Ibn Sina Pharmacautical Ind.
L, Manarat Trust & Fousd Abdul
G | Jb. Yous Abduliah-Al-Raphi Vie - Representatve of Al-Rajni Co. for Foregn
Chairman Industry & Trade, Riyadh, K.S.A Director
(I | Engr. Muststs Anwar Vice - Birds Garments Lid.
Chairman
(v | Jb Mohammad Abdullah Alislshme Direcior Representative of Huwait Awgaf Forsign
Publkc Foundation Director
) | JbHafizul lsleem Mian Diecior Ikl Education Sodety
i) | Engr. Md Eskandar All Khan Dirmcior KEAR| Limitad & Diganta Media
Corporation Limited
{wil) | Jb M.A. Motalib Chowdhury Direcior Representative of ICB Assat
Management Ca. Lid,
vil) | Dr. Abculhameed Fousd Al-Khateeb Divector Mot appicable Forsign
Diracior
() | Jb.YvasimAhmed Direcior Representaiive of siamic Foreign
Development Barik, Jeddah. Direcior
() | Jb. M. Shahidul isiam Direcior Not appicable
bd) | Engr. Muhammad Dawood Khan Director Mot applcable
ba) | Jb Mohammed Nazrul lsiam Divecior Nat appicaole
bdil) | Dr. Md. Shafiqur Rahman Director Representative of lbn Sina
Growp imvesiment Colid.
Ma. Monl Hospital Pt Lid.
Sylhet Trade Centre and
Women's Medical Collage, Sylhet
biv) | Jb A.TM. Alaur Rehman Direcior Not applicable
-eni
(o) | Jb. M. Feriduddin Ahmed Managing Not applicable
Dirmctor &
Ex - Oficio

52 Related Party Transactions

The Bank imvested lo the following Firms/ Trusts! individuals where the Directors of the Bank are related:

BL. I-M"""- outstanding as Nams of e Dirasior H[h:ﬂ:r Pumose Classilad
Mo. FirmyTrust sic. on 31.12.2009 with tha Firm/ Positicn
il Tk Trust sic.

{h | Prol Abu Prol Abu Nasasr
Nassar .08 Muhammad Abduz Zaher Himoslf Housing Un-
Clamsified
MAuharnmad [ Chairman)
Abduez Zaher
Proll Abu Nasaar Mambar
N | Fusd Alhstss 2734 Muhammad Abduz Zaher Board of HPSM il
Hospital [ Chairman) Diracions (Project)
(i Prol Aby Nasser Purchass
biuhammad Abduz Faher Fambar & of Houss,
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4 |mvesiment io related parfies is effected as per requirement of section 27 of Bank Company Act 1081,
& Share issued fo Direciors and Execuives without consideration or exercisable at discount is NiL
& Other disclosures are not applicable as required by BRPD Circular No. 14 daied June 25, 2003,

4.0 Creatlon of Reserve and Others

Stetutory Reserve
As par sacfion 24 of tha Bank Company Aci 1981, 20% of the net profit bafore tax is ransfermed to Statulory Raaerve evary yaar.

6.4

Share premium arsa from sale of some un-subscribed Right Share- 1966 at Markel price and can be utilised 85 per section 57 of the Companies Act 1084

Exchange Equalization Account

This represents the amount arose from exchange gain up o 30.05.2002 due to de-valusiion of Bangladesh Taka with forsign curmencies and
the syslam has bean disconfinuad from 31.05.2003 on introduction of foating exchangs rala. The amount is accountad for as per instrucion
Issued by the Cantral Bank (Bangladesh Bank) from Sme o fime.

Asasts Revaluation Resarve

This reprasents the difierence beatween the book value and fhe re-valued amount of Premises (Land and Bullding) of the Bank 8s essessed
by professional valuers in the yaar 2000, 2002, 2003, 2004, 2005, 2006 and 2008 as per guideine issuad by Bangladash Bank, which was
reviewed by the Statulory Auditors. This Reserve is not distributable. However, to calculats Capltal Adequacy Ratio, 50% of the same i
considered a8 @ component of supplementary capital as per Bangladesh Bank BCD Circular Letier No. 12 & 18 dated April 20, 1893 & June
15, 1983 respaciively, BRPD Circular No. 10 dated November 25, 2002 and BRPD Circular No. 08 dated 31.12.2008.
Revaluation Reserve of Securities

Imvesiment in Sheres of Bangladesh Shipping Corporaion held for fufilment of Statuiory Liquidity Reserve (SLR) as par Bangladesh Bank Letier No.
BCO (P)744{23)(111030 daied 08.11.1983 in sccordance with BRPD Circular No.15 dated 31.10.2005, DOS Circular Ladier No. 10 datad 11.08.2006,
BRPD Circular No.03 dated 12.03.2008 and DOS Circular Latter No.0& dated 26.05.2008. Tha share has bean revalued as on 30.12.2009 on the basis
of lowest market price of Dhaka Siock Exchange Limited (DSE). The surplus hes been credited io Revaluafion Reserve on securiies account and 50%
of the same has been taken s a component of Supplementary Capital as per Bangledesh Bank BRPD Ciroular No.03 dated 12.03.2008 and BRFD
Clrcular No.08 dated 31,12.2008 and shown In the Statemant of Changes In Equity of Dacamber 31, 2000 as per Bangladash Bank guidelines,

£8 Risk Management

8.1

The risk of Islami Bank Bangladesh Limiled ks defined as the possibilty of losses, financial or othersise. The Risk Management of the Bank covers. 6 {Six)
Core Risk Areas of banking Industries Le. immstmant Risk Management, Forelgn Exchanga Risk Management, Asset - Liabilfy Managemant, Prevantion
of Money Laundering, Intemal Control and Compliance and Information & Communicalion Technology Risk

As per inskruction of Bangladesh Bank, IBBL fomed & Risk Management Unil (RMU) to formulatedestablish risk assassment and management policies,
madhodalogles, guidelnes and procadres for sk idanfication, risk measuramant, rsk monitoring, deciding accaptable level of sk and ek confrolling.
The prime objective of the Risk Management Unit is theat the Bank takes well cakulative Business Risk Policy for safeguarding the Bank's capital, its
financial resources and profitability from various risks. In this conted, the Bank implementad sl the guidelines of Bangladesh Bank as under:
Imvestment Risk

Management
imvesiment risk is one of the major risks feced by the Bank, This can be described es poleniial loss erising from the failure of counter party o
perform as coniractual agreamant with the Bank. The fallurs may result from uswilingness of the countar party or dadine in his / har inancial

condiion. Therelors, Bank's Investment risk management activiies have been designed o address all these issues.

6.6.2 Foreign Exchange Risk Management

Foreign Exchange risk is defined as the polential change in samings arising due fo change in market price. The forsign mechange risk of the
Bank s minimized through proper market analysis, real time pricing of Foreign Exchange and money market product, fxation of different
market related risk limits (Daylight, Ovarnight, Stop loss and Managament action frigger) & countsr parties cradit limits by the Managamant
and ensure adheranca of the limits by the Treasury Front Ofics (Dealing Room).

Treasury Front Office (Dealing Room) independantly performs the deals and the Treasury Back Office is responsibie for vesification of the
deals and passing of their entries in the boolks of accounts. All foreign exchange frensactions are revalued et weighted average auchangs
rabe &s provided by Bangladesh Bank at the and of sach month. Al Noskro accounts ane reconciled on a monihily basis and outstanding
beyond 30 days is reviewed by the Managament for its seftiements/ reconcilialion.

6.6.3 Asset Linbility Management

The Assat Liabiity Commitiea (ALCO) of the Bank monliors Balance Sheel risk and (iquidity risks of tha Bank. The Balance Sheat risk is
defined a3 potential change in eamings due to change in rate of proft, foreign exchanpe raies which are not irding nature. Asset Liability
Commities (ALCC) revipws liquicily requirement of the benk, the maturity of assels and Eabiliies, deposit and invesiment pricing
siratagyfiransier of pricing, sanslivity of Assets and Liabliias, Managamant indicators/ratios and the liquidity contingancy plan. The primary
objeciive of the ALCO is to manitor and avert significant volatity in Net Investmant Income (NI, imestmant valus and exchangs samings.

£.8.4 Prevention of Money Laundering

Antl Monsy Laundering risk Is definad as the ines of reputation and mpansas Incumed as panalty for baing nagligent in prevention of money laundaring.
For miligating risks the Bank has formed 06(ive) members Cantral Compliance Unit (CCLY) under the leadarship of e Chiel Anli Monay Leundesing
Complance Oficer (CAMLCO) at Anii Money Laundering Dapertment, Branches Controd Department (BCDY, Head Office. Anli Money Leundering
compliante units are aiso functioning at Zonal Ofices and Branches, who independantly review the ransaciions of the accounts ko verlfy Suspicious
Transaction Reparts (STRs). A Manual for prevantion of mansy laundaring was developed and approvad by the Board of Directors. [BBL has Infreduced ()
13 {thirieen) numbers of Linifarm Account Opening Fom (AOF), (b) Know 'Your Customer (KYC) Profile and (c} Transaction Profiie (TP) in the Bank as per
insiructions of Banglacesh Bank in the yesr 2008. IBBL had slreacy issusd 55 (filly five) cimulars providing with necassary insiruclions for Prevention of
Monay Laundaring aclivities and also for combating of Financial Tamorism. Monsover, IBBL had conduched lot of tralning sessions/workshops 1o creale
awareness and development of the skill of the: officials for ideniifying Suspicious Transactions. IBBL introduced a Policy Guideline fo combat femorist
financing in the light of And Terorism Act, 2008 coupled wilh the Anfl Money Laundering Act, 2000 approved by te Board of Direciors of te Bank

IBEL has exciusively completed the KYC procaduras of Lagacy Accounls {sccounts opanad before April 30, 2002) by December, 2008 badore one monkh
of deadiine foed by the Bangladash Bank. To establish fruitful Anfi Monay Laundering drive at branch level, IBBL intoduced AML Rating systems such as

encellentijood/satisiactory/marginal rough seif Assessment Report & Indepandem Testing Procedrs as per instrustion of Bangladesh Bank.

6.8.5 Internal Control and Compliance

Operational loss may arise from armors and frands due to ack of Internal conirol and compliance. Wikth a view to cvercoma such lapses and
verification of Asset qualily, quality of customer's service, overall security amangement operational efficiency and regulsiory issues as guided
through differant circulars, manuals from Head Office and other regulatory bodies, bank organize is management through Imlemal Conlrol &
Compliance Wing (ICCW). ICCW consists of three Divisions namely (1) Audit & Inspeciion Division, (2) Compliance Division and (3)
Monitoring Division o develop sound, sustainable and sacured growth of the Bank_

Audit & Inspection Division:

Infamal Audit and Inspeciion Division undartakes periodical and special sudil of the Branchas, Divisions and Depariments of Head Office 1o
review operational effectiveness and internal & exiemal compliance requirements. Bank has introduced Risk based internal Audit and grading of
the branches. The Audit Commitiee of the Board subsequently review the lepess identified by Audit and Inspection Division. The Audit

Commiites also reviews Bangladesh Bank Inspection Reports and other ansas indicabed in fhe Bangladesh Bank guidalines. Necessary aclion
measures & staps are iaken on the basis of obsarvation & supges@ion of the Commifies.

The Audit & Inspeciion Division has conducted investipations ageinst complaints received from customers, anonymous person, managament &
othars and submittad the raports o the compatent aulhority. Parodical Inspaciion of Zonal Haads, Shariah Inspactions & Branch Manager's salf
Audit report were reviewsd by the Division reguiarly and necessary guidance and suggestion ware given with continuous follow-up thersagainst.

Compliance Division:

The Compliance Division handles the "Regulstory issues of Bangladesh Bank and other Reguiatory bodies” and submilting "Regulatory

issues siatus position’ quarierly to the Audit Commiitee of the Bank ss per BRPD Circular No.12 dated 23,12 2002.

Tha Compliance Division snsures thal bank complies with all reguislory requinsments whils conducting s day 1o day business. The

Compllance Division maintaln lalson with the regulatory bodiss for any reguiatory changes and nofify tha sams fo all concamad,

Monlioring Divislon:

i) Assessas the risk of tha funclional areas of the Branches destribad in the Departmental Control Funclion Cheddist (DCFCL) and
datarmines the frequancy of Audtfinspaction of the branches basad on the gravity of risks imvolved.

if) Monikors the Inkernal Conirol Functions through the Quarterly Operaiions Report (QOR) and other mechanisms.

i) Checks the Completion of Investment Documentation.

£.6.6 Information and Communication Technology Risk Management

Tha Bank has adequately addressad imormation and Communication Technology (ICT) Risk Managament. It is an in-dapth meecisa and confinual
process. The (ICT) Risk Managemeni merise mainly include minimizing financial and image loss io fhe insiitution in al eveniz such as natural
disasters, iechnological failures, human ermors eic. The Bank uses own developed Core Banking Soltwars ko perform all types of rensactions including
local/ ondine/ inbermet In 3 sacursd way. To taks cam of its com banking sysiem,  separate securlly module has been incorporated In ha softwars which
manages different roles: for diflereni users. Al financial iransactions can be racked for future audit purpeses. The Bank uses Central Data Canire io
replicate transactions in branches in case of datfa falure or inconsisiencies. Data revelling through network yses encryplion and decryplion mechanism.

In lina with the Cantal Bank [Banglacksh Bank] drsctives, the bark has re-chawn Iis own ICT, pollcies for hs oparstions and servicas, Under thass pollcy
guideines, a securly policy has aiso been worked out. To abide by and adhere o whet is laid down in fhe polcy, the Implementation has been made
rough Active Directory Services (ADS), Pessward Policy, Kerbaros Poicy, Audil Policy, Group Policy, User Rights, Parmission Poiicy ekt In order i
sacure nebwerk resources from publlc network, the Bank has inraduced Virtual Privats Mebwork (VPN), Accass Control List (ACL), IP liering and
TCPIUDP senvice biocking thrugh router &nd firewsil devices. I has Elreedy centralized (he adminsTatve contral to access the network, maling sysiem
end intemet. (BBL hes infroduced Business Confinuity Plan (BCP) for fis entire nework and frained the officials to cope up with amy contingencas.

&7 Crech Rating Report

Cradit Rating Information and Services Lid- CRIEL (s joint veniure rafing agency of Rating Agency Malaysia Barhad (RAM), JCR-YIS Credit

Rating Company Lt Peidstan, Prime Commercial Bank L., Paiistan and Locel Comorsta/ Sponsars, Bangladesh] wes engaged by the
Bank for the purpose of rting the Banik sines 2002

The CRISL submitied fis report on the financial years 2002, 2009, 2004, 2005, 2006, 2007 & 2008 and assigned A+ [Adsquste Salety) for
kong ferm raling acale for 2002 & 2003, end upgraded e same fo AA- (High Sefity) for long term raling scale for 2004 & 2005 and further
upgraded the same 1o A (High salsty) for long-isrm raing scale in 2006, 2007 and 2008,

Financial Instiuions rated in‘AA' (double A) catigory are adjudged o be of high quaity, ofler higher safety and have high credit qualiy This

kel of rafing indlicaing & corpongin antity with & sound cradit profile and withoul significant problems. Risks s modest and may vary slighily
from tima ko fima bacausa of aconomic conditons.

CRISL assigned ST-2 (High Grade) for short term rafing scale for 2002 & 2003, and upgraded the same to ST (Highest Grade) for 2004,
2005, 2008, 2007 & 2008.

Firancial Institions raied in ST-1 catigory mesns having highest corssinty of imely pewment Shorterms iguidty incluging intemel d ganeration
iy very strorg el scess b alemative sources of s is ouistanding, Safely i emoet i risk ree Government shert-larm obligatiors

Tha Bank compliad with the following Banglacesh Accounting Standards (BAS) and Bangladesh Financlal Reporting Standards (BFRS) In
preparing the Financil Statemeants of |BBL:

8. |Bas
Mo. | Ne.
1 1 Freserigtion of Finsrclal Sislemerta Complasd
2 | 2 Iire e Mot Apaicubin
3 | 7 | Swementof Cash Flows Coumplied
4 | 8 | Accouning Policies, Changes In Accouniing Estmaias and Erons Complied
B | 10 | Events sherths Reporting Parded Complied
B | 11 | Cosstrucion Conlrmcs Ma Applicabla
T | 12 | incomeTame Complsd
B 4 | Segmeni Repariing Mot Applicabla
# | 18 | Property Pani & Equpment Complied
0 [ 17 | Loases Comphed
| 8 | Reveue Complasd
12 | @ | Employse Benefls Compliad
12 | 2@ | Aceouning for Government Gramts and Disclosure of Govemment
Asainianch Mal Appiicabhe
# | 21 | The Effects of Changes in Fomign Exchange Rates Complied
15 | 2 | Bomowing Cosis Mo Applcabie
1 | 3 | Relsisd Party Disciosumss Coampdiad
1T | 3 | Accouniing kv imestments Camplied
18 | 2 | Acoounfing and Reparting by Refremant Banefit Plans Compied
18 | 2 | Comsolidsind and Separats Financial Statemants Mat Applicabie
20 |8 I Frsstiraris: 1 Asodkakas Mol Applcats
21 | 30 | Disclosures In e Finencisl Statemants of Barks and Similer Financlsl
Insttiors Compled
22 | 31 | interestin Joint Verteres Mcit Applicable
2 | 2 | Prancal Insuments: Presantation WAI be Appllcabie
from (1 Janusry,
210
M | B | Eamings per Share Complisd
2 | M | Interim Financlal Raporiing Complied
o | Impairment of Assets Complisd
I | 7 | Prowisions, Confingant Linbiities and Confingant Amals Camplied
28 | 3 | iniangiie Assels Compled
2 | 3 | Financsl Insrumsnts: Recogniion and Measurement Wil b Appllcabis
from 01 Janusry
il
(30 | &0 | invesiment Property Mol Appicable
| | Agicn NoiApplcable |




