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diasd ey oMl ) saSis oyl FIRST SECURITY ISLAMI BANK LTD.

FINANCIAL STATEMENTS

For the year ended 31 December 2010

Auditors’ Report
to the shareholders’ of
First Security Islami Bank Limited

Wa have audited tha accompanying financial stetameants of First Security Islami Bank Limited which comprisea
the balance shest as at 31 December 2010, profit and loss account, statement of changes in eguity and cash
Illnfg utn}::lumunt for the year then ended, and a summary of significant ascounting policies and other explanatory
nformation,

{,_

Managemeanl's Respongibilily for the Financial Statemanis

ration and fair presentation of the financial statements of the Bank in

Managamanﬁ is responsible for the pra
Raporting Standards, and for such intarnal control as Managamant

anca with Bangladesah Financia
determines is necessary to enable the preparation of the financial statements of the Bank that are fres from
material misstatemeant, whether due o fraud or error.

Auditor's Reasponsibility

Our responsibility is o express an opinion on these financial statemenis based on our audit, We conducted our
audit in a ance with Bangladesh Standards on Auditing. Those standards reqguire that we comply with
athlcal reguiremeanta and plan and rform the auvdit to obtaln ressonable assurance about whethar the financial
elalameants are fres from materal misslatement.

An audit involves parforming proceduras to obtain audit avidenca about the amounts and disclosuras In the
financial statemeants. The procedures salected depand on our I!‘udgmant. anluulng the assessment of the rieks af
rmaterial mizstatemeant of the financial statermeants of the Bank, whether due to fraud or error. In making those
risk assessmeants, we consider intemal control relevant to the entity's preparation and fair presentation of the
financial stateamants of the Bank in order to design auwdit procedures that are approprate in the circumstances,
but not for the purpose of expressing an opinion on the effectivenass of the antity's internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonablensss of accounti

?UI'EI'IH‘I.T:I made by management, as well as evaluating the overall presentation of the financial statemenis o

a Bank.

We balisve that the audil evidence we have oblained s suffcieant and appropriate o provide a basis for our
audit opinion.

Opinion

In our opinion, the financlal statemeants of the Bank prepared In accordance with the Bangladesh Flnancial
ot Standarda (BFRS5), give a true and fair view of tha financial position of the Bank as at 31 Decambar
2010 and the resulls of its inancial ce and its cash flows for the year ended 31 December 2010 and
comply with the Bank Companies Act, 1991, the rules and regulations issued by Bangladesh Bank, the
Compankes Act, 1984, the Securities and Exchange Rules, 1987 and other applicable laws and regulations.

Wea algo report thait:

i} we have cbtained all the information and explanations which to the best of our knowladge and beliaf ware
nacassary for the purposes of our audit and mada dua verification thareof,

i} in our opinion, propear books of account as required by law havae baan kapt by the Bank so far as it appaaraed
from our examination of those books and proper returms adequate for the purposes of our audit have been
receivad rom branches nol visiled by us;

iy the balance sheet and profit and loss account of the Bank dealt with by the report are in agresmeant with the
books of account and returns;

iv) the expenditure incurmed was for the purposes of he Bank's business;

v} the financial position of the Bank as at 31 Decamber 2010 and the profit for the year than ended have beaan
=] rly rafllactad in the financial statements, and the financial statemeants have bean preparsd in accordance
with the genearally accepted accounting prinaiples;

wi) thea financikal statemeants have bean drawn up in conforml

with the Bank Companies Act, 1981 and in
accordance with the accounting rules and regulations issued by

angladesh Bank;

wvil) adequate provisions hawve been made for Investments (loans and advances) which are, In our opinlon,
doubiful of recovery;

wiil) the financial statements of the Bank conform o the prescribe standards set in the n:mnﬂn%rﬁgulntiﬂnn
lssuad by Bangladesh Bank after consultation with the professional accounting bodies of Bangladesh;

ix} the records and statemants submitted by the branches have bean propery maintained and consolidated in
the financial statements;

x) the infoermation and explanations required by us have baan received and found satisfactory;

xi) we have reviewead over B0% of the risk weighted assets of the Bank and we hawve spant arcund 2,600 parson
houra for the audit of the books and accounts of the Bank; and

xii} the capital adequacy ratio (CAR) as required by law, (BASEL-1) has bepen maintained adeguately during the
VAT
Dhaka, Bangladesh
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FIRST SECURITY ISLAMI BANK LIMITED
BALAMNCE SHEET
AS AT 21 DECEMBER ZO10

Amount in Taka

FParticulars Motos

DFF- BALANCE SHEET ITEMS

Contingant Linbkilitias
Acceptances and Endorsements
Lattars of Guaranbea
Irrevocable Letters of Credit
Bills for Collection

Other Contingant Liabllitles
Tatal

4, D4 B33 D66
1,303,508,613
J,351,761,1268

159,565,533

2677 420,553
1,102,609 021
2, 2L B F L 14

159,706,478

is
16
aF

H BSY, 6668, 330 5,871 673 0686

Dther Commitmants

Cocumentary credits and short term trade related transactions = =
Forward assets purchased and forward deposits placed = -
Undrawn note sseance and revelving undersricing facllities = =
Undrawn formal standby facilities, oredit lines and other commitments = -
Clalma againat the bank not ackrowladged as delst E =

Total - -

Total O -Balance Sheaaet INeamms Lo ludlng
Cantingant Linkilitias

8,859 668,340 5,871,673,066

These Financial Statements should be read In conjunction with the annexed notes 1 to 42
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FIRST SECURITY INLAMI DANK LIMITED
PROFIT AND LOSS ACCOUNT
FOoOMR THE YEAR ENDED 31 DECEMBER 2010

Armiaunt in Talka
Foartiouwlars [ L=0 L T 2010 I I e ——

INnvestmants I[INnoorme 18 5. 2547 047, 709 ., Ra8 BT, 55
Profit Fald on Deposiis i (= 125 8526 S00% (3 333 800 I&F)
Rt Investomeent DTneoommes A, 4Fi1.32Fi . FT5 i, ODid . 8F4, 1868
Imcomea from Investmant in shares and sscuritias 2 264 208,027 53,510,527
Commiesicon, Exchangs and Brokesrage 21 282,561,956 194,631,419
Othar Oparating Ifncorms 232 117,21, G0 GGl 7,550

BE3, 86,543 LT, TFSED,SZT
Total Operating Incomes =2, 08N, 207,230 A, AFF EIE, FOE
LinEs: Qparsatimg B s Sas
Salary and Allowances 23 418 301, FFTF 255 480,982
Pant, Taxes, InEurances, Electricity e, 24 107,050,007 T, AZ A4 50
Lgal Expansdss -1 (-1 2,934 474
Fostage, Stamps, Telecormmunlcation Soo. 28 2,127 . 540 F,EBLO0, 243
Statdonery, Printings, Aadvertissmants oo, =27 5R,.551 . 3683 A3 387 247
Manmaging Director's Selary and Fees - 2,916,130 8,700,000
Auditare” Foon 410,000 0 DD
Crirwctorm” Feass S 2,188,870 2, 174, 709
Sharinh Committes's Foas e e i, OO 175 . 50
Dampreaciation amnd Aapair of Bank's Axssels A FI,PLE 87 SO, 140 893
EakntE EDxpssrmass a4 STFE,FIO 1=, 117 473m
Orher Expenses a= 197, 156 211 116, O F T
Tobtal Oparating B pairas aEl,&07F, 207 EFE. TS 050
Prafit bafara Pravibsieon and Teas 1,203,600, 731 FSOD,. A3 T, TFAD
Provisions for Classified Inyvestmants 35,200,000 -
Prow S nd forf NS assNed Dnvsastraits |ciudlng off-B0% v 1L.ZF 1N, DR, RO 1O, 00, DD
PFrovigions for diminution in valuo of Investmant n Sharos S B0, OO o DD DoD
Totnl Provislons 2 F 0, DO, OO A kDD, DD
Tl FProfie bafora Taxas PRI, SO0, 7FEL GCaG, B3 F, Fau
PFrovision for Tasation ii.1 {435, 000, 0007 {320,000,000)
Dal@mrremad T 2 _8_4 -

{235, 000, 00 (320,000, 000 )

Sa8, 600, 731 FIXGE B2 F, Fal
2FF; 61,056 80,490,857

B2E.S61, FEF A0F . I, GO0C

LG, 720, LG 129,367,550
230, 000, 0oo =

AFE, FR0, Lan 120, 6T, S50
FRetained Earnings Carried Forssard

T 211_-11%
Earning Par Shara (EFS) — = g:Ti' :
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FIRET SECOWREITY DELAMI BANK LT ITED
AR FLDW STATERMENT
FQR THE YEAR FRNDED 31 DFCEMRAER 3010

e = = i ¥ Treasury Division independently conducts the trmnsactions and the Back Office of treaswry is responsible for verification of the deals and passing of their entries in the
e | SUEE books of account. All forsign exchanpe iransackons an revalusd ol Mark-to-Markel rabe as delerminad by Bangladesn Bank at the month end. All Nosin accounts are Fakhrul Islam Securitiss Lbd. 59,940,468 78,719,861
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" E paid (8, LS, B SO0 ) (3,333 800, 3687)
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oo o £ 1 e, R 3 N FHD, B0, EE) * y i i j i i 1 .
::::z:h.::p”i::-- :EF.D?;.*'SJ {131-;55.11:1 ; Risk and Squidity risks of the bank, The Balanoe Sheet Risk sncompasses mast par of the Asset Liabiity risk and deal with changa in samings due o change in raie of Bangladesh Finance and Investment Led. % Iy
Incomm tax Emkd (23S, S0, FE0) (30,870, P47 : profit, foreign exchange rates which ama not of trading nature on the other hand, iquidity risk can be defined as the risk or chance of falure fo meet up any withdrawal Maticnal Housing Finance and Investrmant Ltd, % T
A@C@i @ Feoa GRsr O s e g S E i Dl ss = A1 T I A6, GRG0 SN, A74, 314 | A oo h 5 i af the bank. the i of and i
Pald far ather Soarating activibles 2= (918 093 maw) {2o7. ss Bso0)  ° idisbursement request by a counterpartyicustomer. Assel Liability Commitiee (ALCO) reviews: Liquidity requirermant o k. the malurly of assets liabilities. Export Import Bank of Bangladesh Limited 250,000,000 -
:llp-r-tlnu;lllrn-ﬂt b-l'i:-:-:::_h-nn-‘-:n ﬂpu-:n:'mlt:'l LimbTlitimm —-mamBaAzons _ seosmeens deposits and mvesiments pricing sraiegy and the Liguidity contingancy plan. The primary objective of the Assat Lipblity Commitiea (ALCO) is o monitar and awver Hajj Finance Co. Limited 50,000,000 &
: significant volatiity In MNed Imestments incoma (MIL), investimant value and axchangs samings for the purpose of teking fulure action plan for batbar interest of the Reliance Finance Limited 450,000,000 250,000,000
::::“-'H":-"'-'- ey F s 35 U-:'E :‘;:r:::r::;: (llrﬁf:;:;;:.;:;; . arganization, International Leasing and Financial Services Ltd. &, 300, 000 &, 200,000
Isd Asnens r ¥ . W
Craprosits from Customesrs 13,0 18,588,551, 222 * 2. 2.4 Prevention of Money Laundering 756,300,000 2546, 300,000
- Bal Carried F rd 926 081,336 494,050,218
e s e e e e Saiarhazd o Monay taundering risk is defined s the koss of reputation and expenses incurred as penalty for being negigent in prevention of money aundering. For mitgating the e i P e P2
L » "
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T e Hin s Pt v Marca o et (1,006, 868,439 ORI Exmcuthres, Officers and stall for developing swarsness and skill for identifying suspicious transaciions and olher Money Laundering related actvities. Balance Brought Forward-Inside Bangladesh 926,081,336 494,050,218
PO ESE OF PropeErDy, PURT S Bl o e (R BIH, mA7) (EFS. 410,858 1§ 2. 2.8 internal Control and Compliance
e — H-ﬂ' o s Operational lossiisk may anse from srmons and fraud due 1o lack of Intermal Cantral and Compliance, Inspechian and Audit Divisian controls aperational procedune of the B. Outside Bangladesh B st Bats Amonnt Hata
Mat Cash Inflow from Tnvesting Sotivities 1.2n0, a8n, ii, 398 vav) : bank and urdenakes perodical and special audit of the branches and deparments 81 Head OMce for review of the operaticn and compliance of the stabubory Currant Account
: Mashreg Sask, London GEP TH.T2 109. 7328 230254 110.03032 FLERTE]
=, e-::.;lunw f:::l-ln-?ﬁn;:i‘:::;:::;:.l S - : requirsmant. Tha Audll Commltes of tha board subsaguanily neviews tha raport of tha Audil and Inepaction Divison a3 wall a3 other relalad divigion, aa and whan . peiry T ! Frasicfurt BURD 10,388 11 o1 SaTY 972,218 1!:I9.LD!- 95 1206 4,200 321
Increass/{ ocraasa’) in Flacoemant from Banks & Fie = o 0, DO O = Fﬂum- NIB Bank I:H:I.I:- IFIC Bank L'lﬂ]. Pakistan ‘!:Lﬂ- I.J'Si.?S TT4ET 121,1'51] ]‘.B‘.I.B.'.".'i- 69, 2667 5‘”,,5?9
Pt Cman Dnflows [ Outfiow ) fromn Pinancing Aotlwvitlss F R OO, CREE [ E R Te e T 2. 2.8 Guidoline on Information & Communication Technology: Commerz Bank &G, Frankiut, Gemmany ELRD T5E5.61 935877 THT, 355 15,368.52 99,1206 1,523,337
T N B B i S S Ak IO S ST — e pg—— The Information Technology (IT) Guideline is & systematic approach io policies required to be formulated for IT and also to ensure security of information and e LT S S s Ii-rm eyt IE-;‘;; Yegrmngan sl o
Effoct of Exchangs Rate on Cash & Cash Baulvmslant - - L [ i " el [ 4 i i " a4 L ’ T ‘ =y " iy
B CopaviTag iy i S Shay LAl R PR T information systems. This guideline covers all Information Mat is elecironically generaled, receiwed, stored, printed, scanned and typed. The provisions of this guideline Mashreg Bank, PSC, London, ELRD 3,058 75 GA.5ET7 286,074 10,4074 99,1308 1,015,068
F. Closing Cash & Cesh Eguivslont {05 E B4 BFEIB0_ S res ase FEo - apphy ba: Standensd Chartered Bank, Tokyo i:: MJ'ILE g.!ﬂﬂ H;:g;: lﬂ‘gﬂﬁ gm: !?%g;-;
: Union De Bangues Arabes Bt Feancasses, Tokyo, Japan ; 3,800, BT ! \
Cosh in hend (Inciheding Foreign Currencles) 812,173,148 asz,mor, 731 = First Security tslemi Bank Lid. for sll of Its IT system AB Beri Ltd, Mumibal, India ACUS 4EEE33  TOMET 3,458,835 (10,080.81)  60.2667 [1,321,665)
BN SRR T AR e DU RO B TIPS | S H AN a2 ne 23 ITEOIE = All activities and operations required ensuring data security including facilty design, physical security, network security, disaster recovery and business confinuity Standard Charberd Bank [Amex], Mewyock usD 131,317.38 0. 7457 15,435,385 WS08.07 693667 2,113,250
e NE —eoamamatis | s e o e nd . e cuor s cin o oy s otk ey o oo 3 gae wwm | Gem) gmx aw) o
e e o e e e T e e e o E Tha n‘q:lar:‘mtuﬂun off Managsment Il:lﬁ:l'l‘M'Im"l Ej'ﬂﬂltl [MIS) will ba Ih\:j:d fl'l:l'l'l.ﬂ h—mr;l'uu i} 'I:h-b canal databass. In fulure the Iw will ba aagily IC1CT bank Lid, Honghong fpravd .‘.'J,E.EI':H' 0T8T LETL 22 91:47'1:16 EH:EH? 5.151:53!
;?.'_ E Accassibie by sanor managemeant and B sopesiad o be important sowes of infonralion of siralegic decEmnn-Mmaking process bassd on & comprahensive dalabass. |1 Hashreg Bank, Hesyork 1093] A4, E61.14 T T 12074636 302, 26270 50,7647 70,536, 740
r e s I:J'I‘_F__‘_,._.-----" i is i be declared that the bank is fully compiant acconding o the guideling of Central Bank's IT policy, ﬁﬁ |I|"l-*J!'-"L i E& Wm-gg E.'-""I'?? ﬂTﬁaﬁ 2.53?.E£ gggﬁ; 115}%;;5
- J . fribai, India - L T497 ,
Assels and basis uation v o
Managing Director Director Director TR : £ e e ICTCI bank Lid, Kalkata,India ACUS 42,7387 T4 3,023,267 (4159.24) 69,2667 (288,087)
g 23 Conhond Cish Bquhralents Mashresy Bask, PSC, London USD 33798 T80 239,699 336798 69,2667 234,674
' As guided in paragraph 7 of BAS 7 Cash Flow Siatements of Banks and Similar Financial nstilulions for the purpose of the cash fow slatement, cash and cash Habib Bank, Zuric, Switzeriand iCHEF 145211 TROME2 128,852 1545500 GE.E410 1,030,201
Sy e o ol H J Wachovia Bank, NY USK LSD - - - 248,806, 71 69, 2667
Datel 40 May 2011 : siulvalants compriss bakances with less than 90 devs maturty from the cate of acquisition including: cash and balances with cenlral barks, treasury bils, ard ofher il ok anit ibe MmmachiAulit o 25,308 00 e Ll £ TR il seey vy b0
E 5 —L_ T - . LT _» o L1
: aligibie bdls, amcunts dus from other banks and dealing securilies other Ban thase which ana notl available 1o finance Te FSIBL day o day aparations. 130,117,741 337,100,183
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FIRST SECURITY ISLAMI BANK LTIMITED
STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2010
Pald-up Statutory Dther Resereys Ratminad
Particulars Capltal PSS Earnlngs Total
Talkm Talkm Taka Taka Talim

Balance as on 01 January 20010
Changas In Accaunting Palicy
Restated Balance

Z,.300,000,000 263,449,699 23,000, 000D 277.961,056 Z2,865,410.755

=

AFF,IHL,0F6

2,300,000, 000 G344 GDD 24,000,000 2,805,410, 755

Surplus/Defict on account of
Revaluation of Properties - — 3 i

Surplus/ Deficit on account of
Revaluation of Investments - x L =

Currency Translation Differences - - o = s

Kat Galns and Lo not Recognized
in the Incomes Statement & - - -5 -

Met Profit for the year = = 548,600,731 Sl 600,731
Dividands . g - £

Transfer to Statutory Resense - 195,720,146 {196,720,146)

Issue of Share Capital during the year 736,000,000 (230, 000, 000y 506,000,000

Balance as on 31 Deceamber 2010 460,160, 8545

Balancs as on 31 Deceamber 2009

l:ﬁﬂ:ﬂﬂ

24,000 ﬂ'-l:ﬂ:I E Ll 1,641 220,011 488
&Fr-
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FIRST SECURITY ISLAMI BANK LIMITED
LIGUIDITY STATEMENT [ASSETS AND LIARTLITY MATURITY AMALYSIS)
AS AT 31 DECEHBER 2010

Dhaks, Bangladash
Diate: 10 May 2011

[ Gpte G4 01-08 (LB E] [T ] o thisn Totel
Particulsrs Manth T ) [ET aars O i
Tl Taka Taubla Taka Tabis Tabm
Munsbn
(Carsh bn Hand 4,357 543,133 . ] - L 4_B57 542,203
Balarce with ofhar Banis and Fnancial iméfutors 2RE 190677 i, Dl DS 350, 500, 500 - = 1,0%4 199 0FF
Iraprtmesthe in Shere and Gecuribes B34, 507,651 - - T 10W0,00H0, B0 4,418 700 2,059, 154, SR
Freeirslivinels 5. 776,550,529 23,131,003,071 11,374,391, T30 16272067, 796 7,579,583,078 £2,123, 903, 164
Fixed Axwels ircuding Premises,. Fursiture and Ficfuess - = - - £71,610 232 571,510,332
e Aepots TR 7I0.347 133,153,974 1, 2%0,035.590 L 20E, 543 2169, 158,462
P Bt ey Asdits . . :
T A—— LR LN L UG L= R S L LS 4 LT, U LR, AL L TR, A L R0 L L L AL 1 K
Limtidins

Piscement fram Benks & Dther
Financial 1 i

Depeaits snd oifer Accoents

N8 B57 P07, 155

5564420775 LT AS0ADD 5.5090,061.318 L /925,510, 27 56, 4,859, LET

ther Liakalties 121000553 LD47.a50 RIEEIT, 198 EHTEL0ITE Lila21arn 1,354,037 188
L SRR EAE. AL L LLL N A AR R R L LI AL R L AR A L L LR R LA, L L UL E N
Mat Liquidity Gap —r e O R ) L L O T R R

B it P

D, Bangledesh
Dake: 90 May 2011

FIRST SECURITY ISLAMI BANK LIMITED
WOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 20110
1.1 Status of the Bank

First Security lslami Bank Limited (FSIBL) was incomporated in Bangladesh on 29 Augus! 1999 as & banking company under Companies Act 1954 to carry on banking
busness. it oblained parmission from Bangladesh Sank on 22 Septembar 1998 o commenca ks business. The Bank went for public issue  on 20 July 2008 and its
shames ane listed with Dhaka Stock Exchange (DSE) snd Chitegong Siock Exchangs (CSE). Presently the Bank camies banking aciivities through its sy six (B6)
branchas in the counirg,. Tha Bark had no owarseas branches as at Dacember 31, 3040, The Bank converied its banking oparation into |slamic Banking basad on
Islamic Shariah from traditional banking operation on 01 January 2008 afler oblaining approval from honarable High Gourt, Ministry of Finance and Bangladesh Bank.

Thes registered office of the Bank is located &1 23, Dikusha GiA, Dhaka-1000.
1.1.1 Principal activities
The principal activities of the Bank are ko provide all kinds of commerdial banking services (o ils customers Birough lis branches in Bangladesh.

1.1.2 Firet Security lslami Capital & Investment Lid,

First Seourity kslam| Capital & investment Lid, a privabe company Bmited by shames has baen formad and registered under tha Companies Act, 1884 with the registrar of
Jaind Sdock Companies, Dhaka vide cerdificate of incorporation no. C-88587110 dated 021 27°201 0.The Securies and Exchange Commission vide its cerificate Mo, MB-
AE011 daled 2T0AR01 has accorded approval o the bank for & full ledged Merchant Banking operaion under e Sacurilies and Exchange Commission Act, 1993,
Firsl Sacurity |slami Bank Lid. holds 51% shares and 46°% shares ane hald by ofher indhaduals. Financial Siatements of First Security lslami Capital & Insestment Lidl
has nat bean drean up dus o opareton of the company s yel to shan.

1.1.3 First Sscurity lslaml Exchange Lid., Canada

First Security lslani Exchange Lid. Canada was incorporated undar the Cansda Business Corporaion Act with the comporstion number 720625-9 on July 13, 3005
Bangladash Bank vide their Latier No. BRPO(M20&M T/2008-95 daled 08 Saplember 2000 has accorded approval ba e bank for opening & fully owned subsidiary
company in the name of First Sacurity lelami Exchanga Lid., Canada

The main mctivities of the exchange house ame to cary on the remittance business and o undertake and participate in transactions, activities and ocperations commonly
garmed on or undedaken by nemiftance and exchanges houses. Separabe Financial Sistements of Firsl Secuwrity Islami Exchange Lid.. Canada has not been drown up as
some kagal formalities for incomoration &s & subsidiany comparny of the bank & yel 1o be completed.

1.2 Significant Accounting Polickes and Basis of Freparation of the Financial Siatement

1.2.1 Basis of Accouniing

The financial statemants, namely, Balance Sheet, Profit and Loss Statemant, Cash Flow Statement, Staterment of Changes in Equity, Statement of Liquidity Analysis
and relesanlt noles and deacdosures ihereto, of FSIBL am preparad on a going concam basis wader hisioncal cosl corvenlion, and in accordance with Firsl Schedule
{Scation-38) of Banking Companies Acl 1981, BRPD Circular no. 14 dabed 25 Juna, 2003, BRPD Circular no. 15, deled 08 Movermber 20008 and ofher Bangladesh Bank
{ceniral bank of Bangladesh) cinculars, Bangladesh Accounding Standerds (BAS) and Bangledesh Financial Reporing Standards (BFRS), including those that have
bean 50 far adopbed by the Instiule of Chartered Accountants of Bangladesh, Companias Act 1994, the listing regulations of the stock axchanges, tha Securiies and
Exchangs Rulss 1987 ard other lwws and rules applicable in Bangladesh wherever appropriate, such principles ams explained In sucoseding nobas,

1.2.2 Consolidation of Branches

The Financlal Siatements of FSIBL represent corsolidated Statement of Afairs and Stetement of Profit and Loss of all branches. All significant inter-branches
trarsactions arg glimingted on congoligation,

1.2.3 Use of estimates and Judgmants
in the preparation of the financial siatemnents management reguired io make judgments, sstimales and assumplicns that aflect the application of accounSing policies
ard the reporied amounts of szsets, llabiiles, inccme and expensss. Actual resulits may diffar from hese aatimates.

Estimates and undaerlying assumpiions are reviewsd on an on poing basis. Revisions o accounting astimabes ane recognized In the period in which the ssSmate is
ravisad and in any fulwse pariods affecied.

1.2.4 Foreign Currency Transactions

a) Forslgn Curmency

Heana included in tha financial stabemerls of each antity of the bank are measured uaing e cumancy of the pAMERY SconcMIc ardronmeant in which entity operates La.
functicnal currancy. Tha firancal stalamanits of the bank are presanisd in Taks whesh (8 bank's funclional and presanlalion cuireancy.

b} Foralgn Currency Translations

Faoreign cumency transactons ans convartad into aquivaland Taka currency af tha ruling axchangas rabas on the respective dates of such ransactions as per BAS-21.
Assois and liabilitios in foroign cumencies s ol 31 Decambar 2040 have bosn comverisd into Taka currency at the average of the prevailing buying and selling rates: of
the concarmed foneign currencies all that dale excapl “balances with olher banks and fnancial inatiuliona™ which have been convaned as par direclives of Bangiadeah
Bank wide &8 circuler no BRFDEA) 71 7Z2004-950 dated 21 Novembar 2004

¢} Translation Gains and Losses

The resulting exchange Fansaction gains and losses arising through foreign currency buying and saling transections effected on different dates: of the year have bean
adusted by debiting foediting exchangs gain or loss sooount,

o) Commitments

Commitmants for outslandng fonsand loreign exchange conlrects discloaad in thass fnancial siatements are manalaled &l coniracied rates. Conlingant |iabiibes |
commiimants for lefters of credit and |etters of guarantes danominated in forelgn curmancias ane expressed in Taka terms at the retes of exchange nuling on the balance
shaat date, Tha outstanding balances for the sama as &l 31 Decambar 2010 have bean shawn in the Balance Shest under Of-Balancea Sheat Hems.

Exchange rates with major foreign cumencies as on 31 December 2070 wene as:

Currency Exchangs rate
Us s TOLT48T

GBP 108, 7328
EURD 93 S&TT

JPY YEM 0. BEE0

ACU TO.T487T

CHF 750262

sGo 54,7558

ALID 715303

CAD TO.TEIS

2.1 Revenus Recognilion
Tha revenues during the yaar ana recogn ized ficwing guidelines of revenue recognition as provided in BAS 18 "Revanus®.

2.1.1 Incoma from Investments

{i) Incom from irvestments has been accounted for on accrual basis except invesiment under Musharaka, Mudaraba and Bai-Salam. Income in case of Musharaka is
accounled far on realization basis. The bank doss Aol charge any rent during Lhe gestation/interm pesiod ol investmsn! under hire purchase, bul @ fixes (he sale price of
the assals 81 & highar price in uch a8 way 1o cover ils expecied rale of relum. Such intome & recogniped on realzabion bass.

{ll) Imcomie was calculabed on dally prosduct besis and chergad yaary.

2.1.2, Invostmant in shares and securiiles

1) invastment in shares and sacudbies are stated a8 oot Provisions have basn made against probable losses on the basis of year end reviewed by the managesmant
and in compliance with Bangladesh Bank circulans.

{ii) Dividend income on shares of joinl sledck companies is accourbsd for when il is received.

{iily Gedn on sale of shares wansfermad to olvar income on reslization basis.

() Profit on imvestmant In Bangladesh Govt. |slemic invastment Bond s recognized on accrsal basis.

2.1.3 Commission incoma

Commission and discount on Bils Purchased and Discouriiasd ane recognized at the fime of realization. Commission charged 1o cusiomeans on kiter of onadit and
guaranbses ame cradibed Lo incame &t e time of alacling the ransachions.

Z2.1.4 ProfitRent!Compansalion'Suspenas actount and irmegular income

Profitrenticompensation eccued on classifed investments are suspendad and accounbed for as per circulars issued by the Bangladesh Bank. Moracrver, inoome which
ara irmegular (doubthd) as par Shariah ame not Inciudad in the disfributabla Income of tha Bank,

Compensation on unclassified overdue Bai-Mumbaha investments is charged. As per Islamic Shardah such compensation is nol shown as income of the Bank.

Profil recaived fram the balances held with foreign banks and Tansign Gurmency charging sooount wilh Bangladesh Bank are also nol credited (0 reguiar income sinos it
i3 Nl permissiDle a8 par Shariah.

2.1.5 Frofit pakd and other axpanses

In terms of the provision of BAS 1 Preseniation of Financial Statemants, profit pald on deposits and other axpanses are recognized on eocnual Dasis,

2.1.6 Dividend Payments

Inbarim dividand is recognized when they are paid lo shareholders. Final dividend is recognized when it is approved by the shareholders.

The propoasd dividend for the year 2010 has nol been recognized as a liabiity in the balance shesl in acoordance with the BAS-10: Evenls Afer the Balance Sheel
Data.

Dividend payable o the Bank's sharehclders |5 mcognized as & liabilty and deducted from the shareholders’ eguity in the parod in which the sharehoiders' right 1o
receive payment i esiabished,

2.2 Risk Management

In the ordirary course of business, the bank is axposad 1o & vardety of risks the most important of which are invesiments sk, liquidiby dek, market risk, operational risk,
Iepal risk, and profit rale fsk. Thessa risks should be denlifad, measwred ard monilored through various contral mechanisms across ihe bank in order o price ks
products and sarvices on a8 risk-acjustad basis and to prevent undesirsble concanirations. The policles and procadunes for managing these rsks are culined in the
noies below. Tha Bank has designed and implemented a fmmawork of contnols & identify, montior and manage thesa risks, which are as follves:

2. 2.4 investmenis risk

Invesiments sk is the nsk ihat one pay bo & inancial insirument will fail o discharge an obhgation and cause the ofner party o incur a inancial lbss. Concentraion of
irvestrards fak anses when a numbar of counter partes Bre engaged In similar busingss activibes, oF 8ctviBes In the same geograchical region, of have aimiar
aconomic featunes that would cauas thadr abdlity 1 meet contrachsal obligations i be similany afachad by changes In aconames, political or othar condilions. To manage
imsasimants risk, tha bank applias credidt limis 1o s customers and oblains adequate collaterais. Invastmants risk in the First Security Islemi Bank's porifolo is
maonitared, reviewed and analyzad by the investments Risk Managamaent (IRM).

IFM determines ihe quality of the rvesiments portfalio and assists in minimizing potential losses. To achieve this obective, IRM formulabes appropriate imvestmeanks
poficies and procedures Tor fhe hank Lo ensure building and maintaining quality investments and an elicienl iresimams process.

First Secunty |slami Bank Lid. establiished Assel-Liability Managemant Commities (ALCO] i screen out the banksMnandcal nstibutions and determming the mesimum
risk exposung on eech of them, ALCD sl aS50EEEs recommands and coninols cross borderfcouniry risk,

To manage the Mon-Pedorming Imvestmands (MP1), First Secwrity Islemi Bank Lid has in place comprehensive remadial management policy, which includes a
framework of conirols o identify weak investmants and monitoring of thesa soooungs.

2. 2.7 Foreign Exchange Risk

Sinca Foreign Exchange Risk involves purchase and sale of any nalionsl curency sgainsl olher naticnal cumency, thus Fareign Exchange Risk is the chance of loss
dise 0 unexpectad movement of market price of the curencies of diferent countries or the price of the assets denominated by foreign cismencies. The Foreign
Exchange Risk of the bank s minimal as all the transactions ana caried out on behalf of the customars against undarying Foreign Excharge transactions,
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2, 1.2 Investments

a) Imvestments ane staled in the balance Sheed nil off uneamed income and profil recaiable.
b} Inesme on investnent caleyiabed an daily produel basis and charged yearly.

) Provigion for Irvesiments impainmend:

As per inginuclions contained in Bangladesh Bank BCD circullar no 34, dated Novemnber 18 1288, BCD gincular no 20, daled 37 December 1904, BCD circular o 12,
dated Saplember 4, 1585, BRPD circular no 16, dalsd December 8, 16098, BRPD circular no 08, dated May 2001 and BRPD circular no 5, dated Juna 5, 2008, speciic
provisiens ane made agains! non perfamming investmeants & the Tolowing rae:

Provision an Substandard Inrvastmants 20%
Provision on Doubitiul Irvestmants 5%
Provision an Bad & Loss Fvesimens 1008

Ag per instnuchian of BRPD circular no 168, 08, D8 and 05 daled Decemnber 8, 1998, May 14, 2001, Oclober 2006 and June 5, 2008 respeclively an amaunt has baen sel
aside up of e wolal unclassified investmants as on @e balance sheel date & the following rales:
General Provision on:

Linciagsified (Sandard) Imesimarnis

{other than Laans under Small Entarprise amnd

Conaumer Financng and Spacial Mension Acoound. ) 1%

Small Erlerpriss Finanding %

Consumer Finanos Scheme (CFS) Investments

(odher than Housing Finamce and Fvestment for Professionals

b sel up business under Consumer Financng Scheme.) 5%
Housing Finance and Invesimeant tor Prolessionals

bo &l up business under Consumer Finandng Schemea %
Special Menlion Accaunt [SMA) Investmeants 5%
Off-Batance Sheet Exposure 1%

d)i Whien an investrment is deamed 1o be uncollectible, it s wnllen off agains! the relaled provision for impaimments. Subsequent recovenes of Such loans are credited 1o
thia incorme stalement

&) Imvastments ere witlen off 1o the extent that there is no realislc prospect of recovery and againsl which hagal cases are pending for more than 5 yaars as per
guidalines of Bangladesh Bank. However, the write off will not reduce the claim egainst the barower. Detailed memorandurm records of such write off accounts are
masriained.

2. 3.3 Flued Assets

Al property and equipment are classified and grouped on the basts of thelr rature as required in paragraph 75 (a) of BAS 1 Presentation of Financtal Statements.

The majer calegonies of praperty and equipment held by the bank ane furnilure and fidures, office equipmeants, molor wehices and books,

As guided in paragraph 30 of BAS 16 Properly Plant and Equipment; &l property and eguipment are staled 8t historical cost less sccumulsied depreciation. The
opening and cosing carying amounts of all property and equipment are presented including tha amount of addiions, dispossls and depreciation chargad duing the
yaar ag required by paregraph 73 (a-ejof BAS 16. Maintsnance expanses that does not increase iha value of assels is charged o profit & loes account.
Depreciation on Flxed Assets

Az required In paragraph 43 of BAS 18 Property Plant and Equipment deprectation has besn charped on property and eguipment at tha following rales using reducing
balanca method, excapt on office equipment, moloe vehicies and building on which siraighi-line method i applied.

Mature of Assels Rate of Depreciation Method of Depreciaton

Bullging 2505, Stralght Lina Methiog

Fumiiwe and Fixhses 0% Reducing Balance Mathod

COrifice Equiprants 0% Siraight Line Method excapt Computar Equipment where used Reducing Balance Method.
‘Vahicles 20% Siraight Line Method

Baoaks 0% Reducing Balance Mathod

Depreciation an addition b fed sssats is charged in the year of scquisition, while no depracialion ks changed in the year of disposal = par policy of FS1BL.
2, 34 Investments

‘value of iInvestments s sisted as follows:

Bangledesh Government Islamic investiment Bonds Cost prica
Prize bonds Gost prica
Shares Cost prica
2.4 Lighilithen and provislaons

2, 4.1 Retirement benefits of employees

a) Provident Fumnd

Pravidan lund benefs ana given to stals of FSIBL in acoordanca with the locally regisiersd Provident Fund Rules. The empliyvaes’ provident fumd & adiminisiensd by a
Board of Trustees and s funded by contributions by employees and by the Bank &l predetermined rales in equal proportion. These conbribulions are invested
saparabaly from the assets of F3IEL and the pralit on such conbributions creded to the mambarns” accounl. The Fund recognized by the National Board of Revenus,

b Gratulty Scheme

The Comparny operates an unfunded gratuity schame for s permanent employess, under which an amployes is entitled 1o the benefits If his length of service Is eight
(08) yaars. FSIBL has made peovision TE46.35 milion ag per gratuily rules of the Bank, Actual valuation of gratuity schame had been made 1o assess the adequacy of
the kabiliies ed for the schame as per BAS-10 "Employes Benafis”,

2.4.2 Social Banevalent Fund

Tha Bank cperaies a social sscurity bensvolant fund by all employess’ confribution for the sake of dealh and disabiity of employess.

21.4.3 Provisien for Taxatlon

Prostsion for corporabs income tax has been made on tosble prof at fhe mbe applicaile {42.50%) for e Bank,

2.4.4 Duferred Tax

Deferred tax asset ane the amounts of income taxes recoverable in future pericds in respect of axable emporary differences. Defered tax labililies are the amounis of
income taxes payable in future perods in respect of laxable emporary differences. Defemed i assels and liabilities ame recognized for the fulune tax consequences: of
timing diffarences arsing babesen the carmying values of assels, liablities, income and sxpanditure and their raspective tax bases. Defermed kx is provided using the
liability malhod for all temporary diflerence arising bebaeen the lax base of assets and liabifbes and their carying valus for finandal reporing purposas. The fax rale
(42.50% ) provailing of the balance sheet date is used o delerming defamed tax, The impact on the aocount of charpes in the defermed lax assels and Eabililies has also
been recognized in the profil & loss acoount as per BAS-12 "Income Tanes™,

fis of 31 December D0 defered lax assels arived al Tk 17587 million, Bul management has decided nol |o recognize deferned Lax assels for the petiod ended 31
December 2010, Howewer, management has recognized defemed o assets uplo December 2007 Tk, 80 million

2.5 Sharing of Investment Income

I case of investmants, Mudiaraba fund gels prefenancs over cosl frea fund, The invesiment income samed through deployment of Mudarmba fund is shared by thi
bank and the Mudaraba deposilons al the pre-determined ratio fiked by the bank.

2.5.1 Zakat

Zakat is paid by the bank al the rate of 2.68% (inslead of 2.50% as the bank maintaing is accounl following Gragodan year) on the dosing balances of stalulony
regarve, penerl resenve and exchange equalizalion account. Payment of Zakal on paid up capial and deposis is the responsibility of the shareholders and depositars
respetiividy,

2.5.1 Exchange Equalization Account

This represents the amourd arose from exchange gain uplo 30.05.2003 due lo de-valuaBon of Bangladesh laka wilh foreign curmencies and the sysiem has been
discontinued from 31,05.2003 on inreduclion of Noaling exchangs rale. The amounl has accounled fof &% per instruclion ssued by the Bangladesh Bank from Gme io
time. As per insiruction from Bangladesh Bank vide BRPD circular # 15, daled 26 Agrd 2010, this amouwnt iranslered 1o inoome aooount namad "Exira Ondinary Gain',
2.7 Cash Flow Statemenis

Paragraph 102 of BAS 1 presentation of Financial Stabements requires thal a cash fiew statement is o be prepared 8% it provides information aboud cash Bows of the
enberprise which is uselul in providing users of firandal slalements wilh a basis b assess he ability of the enberprise ko generate cash and cash equivalents and the
needs of the enierprige 1o ulilee hose cash flows. Cash Bow stalement hag been prepaned under the direct method for the period, classified by operating, imvesting and
financing acliviies as prescribed in paragraph 10 and 18 (a) of BAS T Cash Flow Stalements,

2.B Liquidity statemant

The liquicity statement of assets and Eabilities as on the raporting date has been prepanad on residual matudty tarm 8g per the following basis.

i) Balance with ather Banks and financial instilutions, money af call and short nolice, 8ie. am on tka basis af thair maturty bemm;

I} IPsgatraants & on the basis of Belr respective matUnty;

iii} Inestrnents are on the basis of their repayment schedule,

iv) Fixid assets ane on he basis of her useful ves,

) Oiher gssels are on the basis of their realizalion [ smonization;

vi) Borrowing from other Banks, financial ingtitulions: and agents, elc. are 8 per their mealu ity | repaymeant barm

vil) Depesits grd other secounts 8re on the basie of thair mahity tarm and past trend of withdrawsl by the depoaitors:

will) Provisiong and otber llabilSas are on the basis of thair paymant | adustrents schedule.

2.9 Contingeni Liabllites, Commitments and Oither off-balance sheet items

Provisions, Contingent Liabilities and Contingent Assets and Commitments are preseried in the financial statements in line with paragraph B5 of BAS 37 Provisions,
Contirgend Liabililies and Confingenl Assals.

Z.10 Comparative Information

Ag guided in paragraph 36 and 38 of BAS 1 Presenistion of Financial Statements, comparative irformaion in respect of the previeus year have been pregented in &l
nurmafical information in the financial stelemeants and the narative and descriptive inforrmatisn whane, it is rebsvant for underatanding of the curent year's fingnzial
atatamenis.

2.11 Operating Segments

A business segment 8 a group of assels and operations engaged in providing products oF services that are subilect to risks and returns that ane different from thoss of
olher busingss segments. A geographical segment is engaged in providing products or ervices within 8 paricular economic environment thal ame subject 1o risks and
redurm theal are differert from (hagse of segments operating in other soonomic envronments. As on reporing dale FSBIL has no reportable segments.

2.12 Earning Par Shans

&) Basiz Eaming per Share

Eaming per shane his been calculated in accordance with BAS X “Eaming Per Share” (EPS) which has been shown on the Bce of profit and loss actolnl. This has
been calculabed by dividing the basic eamings by the weghled average number of ordinary shares cutstanding duing the year.

The bonus shares issued during fhe year 2010 were treated as if they had been in isswe in previcus year also (declaned for 2009 result). Henos in compuling the basic
sarning per share of 2009, the lotal number of shares including the said bonus shares has been considersd &% the weighted average number of shanes: outstanding
during thie 2009 &5 par BAS 33" Eaming per Share.”

b)) Diuted Earming par Share

Mo diludind sarming per shane s requined 1o be calculabed Tof the yaar a5 Bhens was no Scope fof dilulion durng he year under mivies,

2.13 General

(i) Wherever considenid necessany, previous year's figures have been reamanged for the pupose of companison;

(i} Figures appeaning in these Financal Satements hive been rounded off 1o the neares! Taka.

Amount in Taka

31.12.2010 || 31.12.2009
32 CASH
3.1 Cash in Hand
In Local Currency 607,438,083 419,071,005
In Fareign Currencies 4,735,063 13,836,726
612,173,146 432,907,731
3.2 Balance with Bangladesh Bank and its Agent Bank
In Local Currency 4,174,559,477 4,587,712,268
In Forelgn Currencies 70,809,580 12 912 440
4,245,3659,057 4,600,624,708
4,857,542,203 5,033,532,439
2.3 Cash Reserve Ratio (CRR) and Statutory Liguidity Ratio [SLR)
Cash Reserve Ratio (CRR) and Statutory Liquidity Ratic (SLR) hawve been calculated and maintained in
accordance with the Section 25 & 33 of the Bank Companies Act. 1991 and subsequent BCD Circular No. 13
dated May 24, 1992: BRPD Circular Mo. 12 dated September 06, 1998, BRPD Circular Mo.12, datecd
September 20, 1999, BRPD Circular Mo, 22 dated November 06, 2003, BRPD Circular No, 03 dated 17
February, 2005 and BRPD Circular No. 11 & 12 dated 25 August 2005, Bangladesh Bank Letter # DOS5 (SR)
11531 20-A2009-46 dated 22 March 2009, MPD circular # 01 dated 04 May 2010 & MPD circular # 04 &
05 dated 01 December 2010.
3.3 Cash Reserve Ratio (CRR): 6.00% of Average Demand and Time Liabilities:
Requirad Reserve 2,9%3,100,000 1,782,100,000
Actual Reserve maintained 4,.052,000,000 3421, 600,000
Surplus/{Short) 1,118,900,000 1,639,500,000
3.4

Demand and Timea Liab

Statutory Liguidity Ratio (SLR): 11.50% of Average

ilities:

Required Reserve {including CRR) 5,622,000,000

7,108,000,000

3,564,130,000

Actual Resarve hald (including CRR) 7,210,967 ,000

Surplus/(Short) 1,486,000,000 3,646,837,000
BALANMCE WITH OTHER BANKS AMD FINANCIAL INSTITUTIONS
Insida Bangladash
Current Accounts
Drutch-Bangla Bank Ltd. i4,027,036 8,304,514
Brac Bank Ltd. L, 660 571 =

15,687,607 B,304,514
Dthars Accounts
Mudaraba Short Notice Deposits

Maticnal Bank Lbd. 46,981 45,.‘:'56_
Mercantile Bank Ltd. 132,219 127,389
Southeast Bank Ltd, (Islamic Branch) 3,511,182 04,358,750
Social Islamil Bank Lbd. 5,367 1B5 5,199,790
Dhaka Bank Ltd. {(Islamic Branch) B,319,191 7,990,750
Bangladesh Commerce Bank Ltd. 5,123 B,O7VG, 123
AR Bank Ltd. (I=slamic Branch) AR S96T 327 602
Islami Bank (BD) Ltd, 20,700,776 34,603,271

38 415,624 150,725 843




