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Notes to the Financial Statements

For the year ended 31 December 2015

i1

1.2

The Bank and its activities

AB Bank Limited (the Bank) = one of the first generation Private Commercial Banks (PCEs) incorporated in Bangladesh
on 31 December 1981 as a public Imited company under the Companies Act 1913, subsequently replaced by the
Companies Act 1994, and is governed by the Bank Company Act, 1991 (Amendment up to 2013}, The Bank went for
public issue of = shares on 28 December 1983 and its shares are lisbed with Dhaka Stock Exchange Limited and
Chittagong Stock Exchange Limited. AB Bank Limited has 101 Branches ncuding one (1) Islami Banking Branch and one
(1} Overseas Bramnch n Mumbal, Indla. Tha Bank has six subsidiary companiles namely AB Investment Limited, AB
Securities Limited, Cashlink Bangladesh Limited, Arab Bangladesh Bank Foundation all incorporated in Bangladesh, AB
Internaticnal Fnance Limited, incorporated in Hong Kong and AB Exchange (UK) Limited, Incorporated In Unibed
Kingdarm.

AB Irnwvestment Limited (ABIL) and AB Securities Limited (ABSL) were incorporated as subsidiary companies after
obtaining the approvals from Bangladesh Bank following guidelines of the Bangladesh Securities and Exchange
Commission (BSEC). These bwo subsidiaries are being put into operations to cater the merchant banking and brokerage
business which were previously carried out by the Bank itsslf,

The Bank through its Branches and non-banking subsidiaries provides a diverse range of financial services and products
in Bangladesh and in certaln international markets. The Bank has expanded its capital market orented servios horizon o
= customers through AB Investment Limited. The Bank obiained permission from BSEC o embark upon menchamt
banking vide its certificate no. MB-1.02/2001-30 dated 15 May 2001 under the Securities and Exchange Commission Act
1903, Subseguently, the Bank has formed a subsidiary company named AB Investment Limited in accordance with the
approval of Bangladesh Bank vide latter no. BRPD{R-1)717/2009-538 dated 09 December 2000 and the Bangladesh
Securities and Exchange Commission vide letter no. Sec/Reg/MB-79/2010/73 dated 10 March 2010 for dealing the
Merchant Banking business.

Brokerage business of Arab Bangladesh Bank Foundation (ABBF) was transfermed on 01 Aowgust 2010 bo AR Securities
Limited (ABSL) vide Bangladesh Bank approval letter BRPD{R-1)717/2008-493 dated 08 November 2009,

AB Bank Limited started is Islaml Banking operation through its Dilkusha Islami Banking Branch, Dhaka on 23 December
2004 following the permission of Bangladesh Bank vide letter no. BRPD (P} 745 (12)/2004-2702 dated 08 July 2004,
Subsequentty the Branch was shifted to Kakrall, Dhaka on 18 October 2006.

Thea Bank obiained permissicn to work as a securlty custodian from the Bangladesh Securities and Exchange Commidssion
vide its certificate no. SC-05/2007 dated 22 January 2007 under the Securithes and Exchange Commission [Securities
Custodian Service) Rules 2003.

In the year 2000, the Bank obtained permission to operate Off Shore Banking Unit (OBU) vide lether & BRPD (P=
3794/ (106 2009-4486 dated 06 December 2009 of Bangladesh Bank. OBU operation has been carried out from 28 April
2010 through the Bank's EPZ Branch, Chittagomng.

The Bank has a dedicated philanthroplc unit named Aarab Bangladesh Bank Foundation (the Foundation) which has been
aperating since 2002, Foundation has obtained brokerage licenses from BSEC on 15 August 2006 and 23 October 2006
for Dhaka Stock Exchange (DSE) and Chittagong Stock Exchange (CSE) respectively and started its operation from 28
August 2006 and 05 Decaermber 2006 on DSE and CSE respectively. However, in view of the decision of Bangladesh Bank
and upon duse agresment o that affect the Board of Directors of ABBL and ABBF respectively, launched a new subaidian
company AB Securities Limited Tor the operation of brokerage bisiness. The business of ABBF ks now baing conducted by
AR Securities Limited.

Significant accounting policies and basis of preparation of the financial statements
Presentation of the financial statements

Consolidated finandal statements and separate financial statements of the Bank comprise of Balance Sheet, Profit and
Loss Account, Cash Flow Statement, Statement of Changes in Bquity, Liguidity Statement and relevant notes and
disclosures,

Consodidated finandcal statemants and financial statements of the Bank were made as at 31 Decembear 2015 amnd weans
prepared under the historical cost comvention except investments categorised under held for trading and in accordance
with Bank Company Act 1991, (Amendment up to 2013); BRPD circular no. 14 dated 2% June 2003, the Companies Act
1984, the Securites and Exchange Ordinance 1969, Securites and Exchange Rules 1987 and other laws and rules
applicable for the Bank,

Consplidated financlal statements and financial statements of the Bank have been prepared in accordance with the
measurament and recognition reguirements of International Accounting Standards (1AS5) and Internaticnal Fnancial
Reporting Standards {(IFRS) as adopted by the Institute of Chartered Accocuntants of Bangladesh as Bangladesh
Accounting Standards (BAS) and Bangladesh Financial Reporting Standards (BFRS).

Basis of consolidation

Separate set of records for consolidating the financial staterments of the Branches including Mumbal Branch, India, AB
Imvestrment Limited, AB Securities Limibed, Cashiink Bangladesh Limited, AB International Finance Limited, Hong Kong
and AB Exchange (LK) Limited are maintained at the Head OfMice of the Bank, basad on which these financial staterments
have besn p . The consolidated finandal statements have been prepared in accordance with the BFRS 10
"Consolidated Financial Statements™. The Consolidated Financial Skaterments have been prepared b0 8 common reporting
period ending on 31 December 2015,

Mumbai Branch, India

The adsets and labilites of Mumbal Branch, India have been incorporated in the accounts at year end seschange rabe.
Income and expenditures have been inoorporated in the accounts by each line item. The Balance Sheet and Profit and
Loss Account of the Mumbal Branch have been shown separately In Annexure-F,
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Islami Banking Branch

Islami Banking Branch has been maintaining separate set of books and records for s operations following Bangladesh
Bank guldelines. All assets-liabilities and Income-expenses of this Branch have been incorporated in similar heads of
account of the Bank's financial statements. Balance Sheet and Profit and Loss SAoccount of [slami Banking Branch s shown
separately in Annexure-G as per Bangladesh Bank BRPD Circular Mo, 15 dated 09 November 2009, Distribution of profit
under Islamic Banking Operation and fixation of final rate for the year 2015 has also been disclosed separately in
Annexure-H,

Custodian Wing

Financial statements of Custodian Wing have been separately audited by the auditors of the Bank. Income-expendibures
of Custodian Wing have been incorporated in similar heads of account of the Bank's Profit and Loss Account. Profit and
Loss Account of Custodian Wing has been shown separately in Annesxure-T,

Off-Shore Banking Unit (OBU)

This particular unit of the Bank started its operation in the year 2010, Assers-liabilities and income-sxpenditures of Off-
Shore Banking Unit are incorporated in similar heads of account of the Bank's Balance Sheet and Profit and Loss
Account. The Balance Sheet and Prafit and Loss Acoount of the OF- Shore Banking Unit (OBU) hawve been shown

separately in Annexure-1.

Subsidiaries Operation

The financial staterments of subsidiaries (except Arab Bangladesh Bank Foundation-ABEF) hawve been consolidated
following BFRS 10 "Cormsolidated Financial Statements”. ABBF operabted only for philanthropic purposs and its profit is not
distributable to the shareholders. Thus, for ensuring the fair presentation of the Financlal SEtements of the Parent
Company (the Bank), the Fnancial Statements of ABBF has not been consolidated.

AB Investment Limited (ABIL)

AB Investment Limited (ABIL) started its operation from 10 March 2010 for Merchant Banking Operation. AB Bank
Limited holds 99.99% shares in ABIL.

The Balance Sheet and Profit and Loss Account of the ABIL have been shown separately In Annexure-k.

AB Securities Limited (ABSL)

Brokerage business of Arab Bangladesh Bank Foundation has been transferred to AB Securities Limited (ABSL) wvide
Bangladesh Bank approval letter BRPD{R-1)717/2009-493 dated 08 Movember 2009, AB Bank Limited at present holds
99 91% shareg in ABSL .

The Balance Sheet and Profit and Loss Account of the ABSL have been shown separatehy in Annesosre-L.

Cashlink Bangladesh Limited (CBL)

Cashlink  Bangladesh Limited (CBL) was mcorporated on 24 September 2008 with an authorised capital of Taka
1, 000,000,000 divided inbo 100,000,000 ordinary shares of Taka 10 each. The Bank at present halds 90% shares in CBL.

The Balance Sheet and Profit and Loss Account of the CBL have been shown separately in Annexune-M,

AB International Finance Limited [ABIFL)

AB International Fnance Limdted (ABIFL) Is a company incorporated in Hong Kong. Its registered office and principal
place of business is situated at Unit 1201-B, 12/F, Admiralty Centre, Tower One, 18 Harcourt, Hong Kong. Tt is a fully
owned (100%:) Subsidiary of AB Bank Limited,

The Balance Sheet and Profit and Loss Account of the ABIFL have been shown separately in Annesxure-h.

AB Exchange (UK) Limited

AB Exchange (UK) Limited {ABEL) iz a company incorporated and domiciled in United Kingdom (UK) vide registration no.
07272766 (England B Wales]). The registersd office s situated at 69 Whitechapel High Street, London, E1 7PL, ABEL = &
fully owmed (100%) Subsidiary of AB Bank Limited,

The Balance Sheet and Profit and Loss Account of the ABEL have besn shown separately in Annexune-0,

Arab Bangladesh Bank Foundation (ABBF)

Arab Bangladesh Bank Foundation (ABBF) has malntained separate set of books and records for s operation. The
Balance Sheest and Profit and Loss Account of the ABBF have been shown separabely in Annexure - P.

Use of estimates and judgmants

The preparation of consolidated financial statements and financial statements of the Bank required management to
make judgments, estimates and assumptions that affected the application of accounting policies and the reported
amounts of assets, llabilites, income and expenses. Actual results may differ from these estimates.,

Estimates and underlying assumptions have been reviewed considering business realites. Revisions of accounting
estimates have been recognised in the period in which the estimates hawe been revised and in the future periods
affected, if applicabile.

All intergroup balances, transactions, income and expensss are fully eliminated while preparing the consolidated financial
statemeants.

Materiality, aggregation and offsetting

The Bank aggregates each material class of similar items and separately which are dissimiiar in nature or function uniess
those are immaterial. The Bank did nok offset assets and liabilities or income and expenss, unless required or penmitied
by BAS/ BFRS,

Foreign currency transactions

Functional and presentational currency

Financial statements of the Bank have been pressnbed n Taks, which iz the Bank's funchional and presertationsal
Curmency.

Forelgn currency translation

Foreign curmency transactions have been converted into eguivalent Taka curmmency at the ruling exchange rates on the
respective date of such transactions as per BAS 21 "The Effects of Changes In Forelgn Exchange Rates™.

Assets and llabilities in foreign curmencies as at 31 December 2015 have been converted into Taka curmency at the
average of the prevailing buying and selling rates of the relevant Toreign currencies at that date except "balanoes with
other banks and financial institutions” which bave been converted as per directives of Bangladesh Bank vide its ciroular
no. BRPD {F;] F1772004-959 dated 21 Movember 2004,

Differences arising through buying and salling transactions of foreign currencies on differsnt dates of the year have baen
adjusted by debiting forediting exchange gain or oss acoount.

Commitment
Commitments for cutstanding forward foreign exchange contracts disclosed In the consolidated financlal statements and
financial statements of the Bank hkave been translated at contracted rates. Contingent liabilites/commitmeants for letber

of credit, letter of guarantes and acceptance denominated in forelgn currencles have been expressed in Taka terms at
the rates of exchange ruling on the balance sheet dabe,

Translation gain and losses

Gains or losses ariging out of translation of foreign exchange have bean included in the Profit and Loss Acoolnt, esoept
thosa arising on the transiation of net imestment in foreign branch and subsidiaries.

Foreign operations

The results of finandal statements of the Bank whose functonal cumency 5 not Bangladash Taka are translated into
Bangladesh Taks as follows:

a. assets and llabllities for each bems of Balance Sheet hawe been translated at the closing rate on the date aof

Balance sheet,

b. income and expenses for Profit and Loss Account have been transiated at an monthly average rate of the year;
and

c. -all resulting exchange differences have baen recognized in the PEL or as a separate companants of aguity, whera
appropriate.

Cash flow statement

Cazh Flow Statement is prepared principally in accordance with BAS 7 "Statement of Cash Flows”™ under direct method &
par the guidelines of BRPD droular no. 14 dated 25 June 2003, The Statement of Cash Flows show the sbructure of and
changes in cash and cash equivalents during the year. Cash Flows during the period have been cassified as operating
activities, investing activities and financing activities.

Statement of changes in equity

Statement of Changes in Equity has been prepared in accordance with BAS 1 *Presentation of Fnancial Statements™ and
following the guidelines of Bangladesh Bank BRPD creular no, 14 dated 25 June 2003,

Liquidity statement
The basis of the Hguidity statement of assets and labilities as on the reporting date is ghren below:

[Basis used

| Maturity term
Respective maturity terms

|Repayment schedule basis
Useful life
Fealization/ amortization basis

Mafturity/ repayments terms
Maturity term) Previous trend

Payments; adjustments schedule basis

Assets and basis of their valuation

Cash and cash equivalents

Cash comprises cash in hand and demand deposits in the banks.

Cash equivalents are short term, highby liquid investments that are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes In value.

Loans and advances

i. Loans and advancesfinvestments in Islamic Banking Branch am stated at gross amounts at 21 December 2015,

il. Interest/profit s calculated on a daily product basis but charged and accounted for on accrual basis, Interest/profit
on classified loans and advances! immestment is kept in suspense account as per Bangladesh Bank instrections and
such interest) profit is not accounbed for as income until realized from borrowers. Interest/prolit s not charged on
bad and loss loans/ investments as per guideline of Bangladesh Bank.

ill. Commission and discounts on bills purchased and discounted are recognised at the time of realisation,

iv. Provision for lbans and sdvances 8 made on the basis of guarter-end review by the management and a5 par
Instructions contained In BRPD cliroular no. 14 dated 23 September 2012, BRPD clroular no. 18 dated 27
Decambar 2012, BRPD circular no. 05 dated 29 May 2013, BRPD Circular Mo, 16 dated 18 Nowamber, 2014,
BRPD Chcular Mo, 04 dated January 28,2015 and BRPD Circular Mo, 08 dated 02 August 2015 . The rates for
provisions are stated balow:

Consumear Fina Loans to Off Balance
sy EA:iﬂme (Otherthan [ .o T LP FHIRE. . [ ew/Mme ”I:r-dl Du:tu Sheet
5Ds Exposures |
uc |Standard 2.5% 3% 2% 2% 0.25% 2% 1%
/SMA - | Gk, | 2% | 2% 0.25% | 2% | 1%
ss 5% 20% 20% 20% 20% 20% | 20% 1%
Classified |DF 5% S0% 50% 50% 50% 50% | 50%
IBL 100% 1009 100%% 100% 100 % 1009 100%%:
Investmant

Irnvestments have been initdally recognised at cost, including acquisition charges assoclated with the investment. Premium
have been amortised and discount accredibed, wsing the effective or historical yield method. Govemment Treasury Bills
and Bonds (categorized as HFT orfand HTHM) are accounted for as per Bangladesh Bank DOS circular letter no. 05 dated
26 May 2008 and DOS croular no. 05 dated 28 January 2009,

The valuation methods of nvestment used are:
Government securities
Held to Maturity (HTM)

Irvestmeanis which are intended I be held © maturity are classilied as "Held o Maturity™, These arng measursd at
amortised cost at each year end by taking nto account any discount or premium in acquisition. Amortised amount of such
premium are booked into Profit and Loss Account or discount s booked to reserss until maturity/disposal,

Held for Trading (HFT)

Irmeestment primarily held for sefling or trading is classified in this category. After initial recognithon, investments ane mark
o market weekly. Decrease in the book value is recognised in the Profit and Loss Account and any increase s ransfermed
b revaluation reserse Booouni.

Value of investrments has been enumerated as follows:

Measurement after initial
nvestrment
I class Initial recognition recognition Recording of changes

| Loss to Profit and  Loss  Account
Treasury Bl { Bond (HFT) Cost |Markot valus (PRL), gain to revaluation reserve

| L

: : [Increase In value W equity and|
Traasury Bl F Bond (HTM) Cost :M'h}rlmﬂd valua o in value to PEL
Dabaaniure Face value NGO |Nﬂﬂ&
Prize bond Cost |None | None

| |F{asilaa-:| gain or loss, necognisacd in

| P&L.

[Lewwar of cost and market |
Sharas Cogl g Unrealzed gain is not recognized in

1 aooouns. Provigion 8 maintainad for

unreallzed loss, if any.

Investment in listed securities

These securities are brought and held primarily for the purpose of selling them In fubure or held Tor dividend income.
These are reported at cost. Unrealised galns are not recognised In the Profit and Loss Account as per BAS 18 "Revanla™,

In Accordance with BRPD Chroular no. 14 dated 25 June 2003, provisions should be made for any loss arising from the
diminution in value of Ivestiments. Subsequently as per DOS Circular No.D4 dated 24 November 2011, provisions may be
made for any loss arising from the diminution in vales of investments after natting of gain,

Investment in unlisted securities
IreestrmeEnt in unlisbed securties S I'EFH!II"tEﬂ at cost under cost method.
Investment in subsidiaries

Investment in subsidiaries s accounted for under the cost method of accounting in the Bank's financial statements in
accordance with the BAS 27 "Separate Financial Statements".
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Notes to the Financial Statements
For the year ended 31 December 2015

Fixed assets

L. All fixed assats are stated at cost less accumulated depreciation as per BAS 16 "Froperty, Plant and Eguipment®.
The cost is the amount of cash or cash equivalents paid or the fair value of the other consideration given to
acouire an asset at the time of s acquisition or construction or, where applicable, the amount attributed W that
asset when initally recognised in accordance with the specific requirements of the BFRS.

ii. The cost of an ikem of property, plant and equipment 5 recognised as an asset if-

it Is probable that future economic benefits associated with the item will flow to the entity and the cost of thea
item can be measured reliably,

ii. Depreclaton on fleed assets |s dcharged using reducing balance method except motor vehlcles, computers &
computer equipments  and photocopiers for which straight-line method is used. The rates of depreciation are as

Tollows:

Category of asset Bate of depreciation
Land Mil

Building 2.5%
Furniture and fixtures 10%
EBlectrical appliances 20%

Motor vehicles 20%5
Leasehold assets - wehicles 20%0

. Depreciation on foed assets acquired during the year is charged from the month of their soquisition. Full month's
depredation s charged in the month of additbon irrespective of the date of acquisition and no depreciation is
charged in the month of thalr disposal,

v, | The cost and accumulated depreciation of disposed assets are aliminated from the fixed assets schedule and gain
or loss on such disposal s reflected in the Profit and Loss Account.

wi. Useful lives and method of depreciation of fixed assels are reviewed periodically. IF useful lives of assets do not
differ significantly as these were previously estimated, revaluation of assets does not consider to be daone.

will. Bank capitalised iteams value of which s over Taka 50,000 and the items balow Taka 50,000 were booked a3 non-
capltalised tems under the broader head of other expenses with effect from 01 March 2009 in accordance with
the relevant policy of the Bank,

Bank also follows a policy for amortisation of expenditure considering the durabliity and useful lives of items.
Thesa are treated as intangible assets and are booked under the head “Fioed Assets" and amortised over their
estimated useful lives by charging under the broad haad "Depreciation”,

Wil

Intangible assets

An intangible asset is recognised if-

a. It is probable that the expected fubture economic benefits that are attributable to the assets will flow o the entity;
and
b. Thee cost of the assets can be measured refiably.

Other assets

Other assets include all balance sheat items not covered specifically in other areas.

Leasing

Where property, plant and equipment have been financed by lease amangement wunder which substantially all the risks
and rewards of ownership are transferred to the lessees are treated as finance leases as per BAS 17 "Leases", All ather
leases are classifled as operating leases as per BAS 17 "Leases".

Bank as lessee

Assets held under finance leasa are recognised as assets of the Bank at their falr value at the date of acquisition or if
lowver, at the present value of the minkmum lease payments, The comesponding lEability to the lessor is included 0 the
balance sheet as a finance lease obligation.

Assets held under finance lease are depreciated over their expected useful lives on the same basis as owned assets,

Bank as lessor
The Bank did not grant any lease finance.

Stock of stationery
Stock of stationery has bean shown under other assets and is valued at cost,

Capital, reserve, liabilities and provision and basis of their valuation
Share capital

Ordinary shares are classified as equity when there is no contractual obiigation to transfer cash or other financial assets,

Statutory reserve

As par Section 24 of the Bank Company Act, 1991 (Amendment up o 2013), 20% of cument year's profit of the Bank is
required to be ransferred o Statubtory Reserye until such reserve together with share premium sccount egquals to its paid
up capital.

Revaluation reserve

When an assel's carrying amount is increased as a result of revaluation, the incréeased amount should be credibed directhy
b0 equity under the head revaluation surplus reserse a5 per BAS 16 "Property, Plant and Bquiprnent".

Deaposits and othear accounts

Deposits are recognised when the Bank enbers into contractuel arrangemeants with the counterparties, which are generally
an trade date and initally measured at the amount of consideration recelved.

Borrowing

Borrowed funds include call money, term borrowings and re-finance from different commercial banks, non-banking
financial institutons and central bank.

Provision for taxation
Income B represents the sum ol the current tax and deferred
Current Tax

The tax currently payvable iz based on taxable profit for the year. Taxable profit differs from profit as reported in the
Income statement because |t excludes items of income or expense that are taxable or deductible in other years and It
further exdudes items that are never taxable or deductible. The Bank's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the balance sheet date.

Provision for curment inoome tax has been made @ 90% on the accounting profit made by the Bank after considering
taxable allowances and disallowances as per income tax laws applicable for the Bank.

Deferred Tax

Defarred tax is recognised on differances betwean the carmying amounts of assets and liabilities in the financlal statemants
and the cormespanding tax bases used in the computation of taxable profit and are accounted for using the balance sheet
liability method. Deferred tax liabilites are generally recognised for all taxable wemporary differences and deferred bax
assets are recognised to the extent that it s probable that taxable profits will be avallable agalnst which deductible
temporary. differences, unused tax losses or unused tax credits can be utilised, Such assets and [Eabilites are not
recogniged if the temporary difference arises from goodwill or from the initial recognition (other than in 8 business
combination) of other assets and liabilities in a transaction that affects neither the axable prafit nor the accounting profit,

Deferred tax liabiltes are recognised for taxable temporary differences arising on imvestments in subsidiaries and
assoclates, and Inberests in joint wentures, except whare the Bank i5 able to control the reversal of the temporary
differance and it is probable that the temporary difference will not reverse in the foresesable fubures,

The carrying amount of deferred lax assels & reviewed at each balance sheet date and reduced to the extent that it is no
longer probable that suffickent taxable profits will ba avallable to allow all or part of the asset to be recovered.

Defarred tax |s calculated at the tax rates that are expected to apply in the period when the liability |s settled or the asset
is realised, based on tax rates that have been enactad or substantively anacted by the balance sheet date. Defarred tax is
charged or credited o the income staterment, exoept when it relates o ibtems charged or credited directly to equity, in
which case the deferred tax s also dealt with in equity.

Deferred tax assets and labllities are offset when there ks a legally enforceable right to set off current tax assets against
current tax Nabilities and when they refate to income taxes levied by the same taxation authority and the company intends
to setthe its curment tax assets and labilities on o net basis,

The impact on the account of changes in the deferred tax assets and liabilities has aleo been recognized in the Profit and
Loss Account as per BAS-12 "Income Taxes" {nobe 10.01).

Retirament baneaefits to the amployeas

The retirement benefits accrued for the employees of the Bank as on the reporting date have been accounted for in
accordance with the provision of BAS 19 "Employee Benefits®. Bases of enumerating the retirement benefits schemes
operabed by the Bank are outlined below:

Provident fund

There is a provident fund scheme under the defined contribution plan. The fund 5 operated by a separate board of
brustess approved by the National Board of Revenue as per Income Tax Ordinance, 1984. All aeligible employvees contribute
10% of their basic pay to the fund. The Bank also contributes eqgual of employes's contribution to the fund. These
contributions  are Invested separately. Benefits from the fund are given to eligible employees at the time of
retirement/resignation as per approved rules of the fund,

Staff gratuity

The Bank has & ssparste Board of Trustees for operating the staff gratuity fund approved by the MNational Board of
Revernue. Employess of the Bank, who served the Bank for ten years or above are entitled bto get gratuity benefit at rates
determined by the Service Rules of the Bank.

Superannuation fund

The Bank operates a Superannuation Fund as death-cum-=retirement benefit for s employees, The fund s operated by a
separate Board of Trusbess.

Provision for liabilities

A provision s recognised in the balancs sheet when the Bank has & legal or constructive obligation as & result of past
event and it is probable that an outflow of economic banefit will be required to settle the obligations, in accordance with
BAS 37 "Provisions, Contingent Liabilides and Contingent Assets"™.

Mo provision s recognised for any possible obligation that arises from past events and the existence of which will bea
confirmead onby by tha occumence or non-occumance of one or mome uncertaln future events Rot wholly within the control
of the Bank, or any present obligation that arises from past events and it i not probable that an outflow of resources
embodying economic benefits will e reguired to settie the obligation, or a reliable estimates of the amount of obligation
cannot be made,

However, certain provisions on assets and liabilities are maintained in accordance with redevant Bangladesh Bank Circulars
issued from bme to Hmee.

Provision for nostro accounts

Provision for nostro accounts |s maintained as per drcular letter no. FEFD{FEMO)/01/2005-677 dated 13 September 2005
issued by Foreign Exchange Policy Deparbment of Bangladesh Bank.

Minority Interast

Minority Interest is the eguity in a subsidiary not attributable, directly or indirectly, to parant,
As per BFRS 10 "Consolidated Financial Statements’ Bank presents Minority Interest separately In financlal statements.

Profit or loss and each component of other shareholders equity are attributed to the owners of the parant and to the
Minority Interest. Total shareholders equity s attributed to the owners of the parent and to the Minority Interest even if
this result in the Minority Interest having a deficit balance.

Revenue recognition

Interest income

According to the BAS 18 "Revenue", the Interest Income Is recognised on accrual basis. Interest on loans and advances
ceases to be taken into income whan such advances areé classified or treated as Sub Standard (55) as per BRPD circular
na. 14 dated 23 September 2012 and is kept in interest suspense account. Interest on classified advances is accounted for
as Income when realised.

Profit on investment (Islami Banking Branch)
Profit on investment s taken into ncome account from profit receivable account, Overdue charges/ compensation on
classified investment i tranaferred bo profit suspenss) compensation receivable account instead of incorme acoount.

Investment incomea

Imterest income on Investments |s recognised on acoual basks except treasury bllls. Capital gains on Investments In shares
arg also included In imyestmant income, Capital gains are recognized when thase are realised,

Fees and commission income

Fees and commission income on Services provided by the Bank are recognised as and when the services aré remndensd.
Commisskon charged to customers on letters of credit and letters of guarantes are credibted to Income at the time of
affecting the transactions.

Dividend income on shares

As per BAS 18 "Revenue"”, dividend income from investment in shares |5 recognised when the Bank's right to recelwe
dividend |s established. It recognised whemn:

a. it s probable that the economic benefits associated with the transaction will flow to the entity; and

b the amount of the revenue can be measured reliably.

Interest paid on deposits and borrowings

Interest paid on deposits, borrowings, etc. is acoounted for on accrual basis according to the BAS 1 "Presentation of
Financial Statements”.

Profit paid on deposits (Islami Banking Branch)

Profit paid to different Mudaraba depositors Is recognised on accrual basls as per provisional rate. Howewer, the final rate
of profit is determined and o be paid to the depositors as per Annex H,

Other operating expenses

Al other operating expenses are provided for in the books of the account on acorual basis acconding to the BAS 1
"Presantation of Financial Statements™,



