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Independent Auditor’s Report
To the Shareholders of
NATIONAL FINANCE LIMITED

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of NATIONAL FINANCE LIMITED which comprise the
balance sheet as at 31 December 2019 and the profit and loss account, statements of changes in equity and

cash flow statement for the year then ended, and notes to the financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying financial statements of the Company give a true and fair view of the
financial position of the Company as at 31 December 2019, and of its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards (IFRSs) as
explained in note 2.

Basis for Opinion

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

Other Information

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

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

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

! If, based on the work we have performed on the other information that we obtained prior to the date of this
‘ auditor’s report, we conclude that there is a material misstatement of this other information, we are required
to report that fact. We have nothing to report in this regard.
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Responsibilities of Management and Those Charged with Governance for the Financial
Statements and Internal Controls

Management is responsible for the preparation and fair presentation of the financial statements of the
Company in accordance with IFRSs as explained in note 2, and for such internal contro! as managzment
determines is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

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

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

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

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

» Identify and assess the risks of material misstatement of the financial statements, whether cue to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

»  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

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




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

« Obtain sufficient appropriate audit evidence regarding the financial information of the entites to
express an opinion on the financial statements. We are responsible for the direction, supervision and
performance of the audit. We remain solely responsible for our audit opinion.

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

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

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

Report on other Legal and Regulatory Requirements

In accordance with the Companies Act, 1994, the Financial Institutions Act, 1993 and the rules and
regulations issued by Bangladesh Bank, we also report that:

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

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

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

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

(v) the financial statements of the Company have been drawn up in conformity with the Financial
Institutions Act, 1993 and in accordance with the accounting rules and regulations which were issued
by Bangladesh Bank to the extent applicable to the Company;

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




(vii)

(viii)

(ix)

(x)

(xi)

(x11)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)

the financial statements of the Company conform to the prescribed standards set in the accounting
regulations which were issued by Bangladesh Bank after consultation with the professional
accounting bodies of Bangladesh;

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

statements sent to Bangladesh Bank have been checked on sample basis and no inaccuracy has come
to our attention;

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

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

proper measures have been taken to eliminate the irregularities mentioned in the inspection report of
Bangladesh Bank and the instructions which were issued by Bangladesh Bank anc other regulatory
authorities have been complied properly as disclosed to us by management;

based on our work as mentioned above under the auditor’s responsibility section, the internal control
and the compliance of the Company is satisfactory, and effective measures have been taken to
prevent possible material fraud, forgery and internal policies are being followed appropriately;

the Company has complied with relevant laws pertaining to capital, reserve and net worth, cash and
liquid assets and procedure for sanctioning and disbursing loans/leases found satisfactory:

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

the Company has complied with relevant instructions which were issued by Bangladesh Bank
relevant to classification, provisioning and calculation of interest suspense;

the Company has complied with the 'First Schedule' of Bank Companies Act, 1991 in preparing these
financial statements; and

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

Place: Dhaka
Date: 13 July 2020

adequately disclosed in the audit report.

K. M. HASAN & CO.
Chartered Accountants




NATIONAL FINANCE LIMITED

BALANCE SHEET
As at 31 December 2019

PROPERTY AND ASSETS

Cash

Cash in hand (including foreign currencies)
Balance with Bangladesh Bank & Agent Bank
(Including foreign currencies)

Balance with other Banks and Financial Institutions
In Bangladesh

Outside Bangladesh

Money at Call on Short Notice

Investment in Shares and Securities
Government

Others

Loans, advances and leases

Lease finance

Term finance

Bills purchased and discounted

Fixed Assets including Premises, Furniture and Fixtures

Other Assets
Non banking Assets
Total Assets

LIABILITIES AND CAPITAL
Liabilities

Borrowings from other Banks, Financial Institutions and

Agents

Deposits and Other Accounts
Current deposits

Bills payable

Savings bank deposits

Term deposits

Bearer certificates of deposit
Other deposits

Other Liabilities

Total Liabilities
Capital/Shareholders' Equity
Share capital

Retained earnings

Statutory reserve

Other reserve

Total Shareholders' Equity
Total Liabilities & Shareholders' Equity

Amount in Taka

Notes
2019 2018
3.00 106,501,799 95,860,873
3.01 21,562 67,182
3.02 106,480,237 95,793,691
4.00 469,813,971 444,125,015
4,01 469,813,971 444,125,015
4.02 s z
5.00 - .
6.00 264,626,880 265,115,794
6.01 264,626,880 265,115,794
7.00 6,108,030,821 7,756,160),660
1,870,710,536 2,242.0083,294
4,237,320,285 5,514,152,366
8.00 143,697,796 149,423,942
9.00 835,299,908 763,683,836
7,927,971,175 9,474,375,120
10.00 813,209,454 1,623,008,246
11.00 3,358,097,967 4,303,480,702
3,358,097,967 4,303,480,702
12.00 2,070,992,374 1,887,144,365
6,242,299,795 7,813,633,313
13.00 1,472,036,210 1,401,939,250
14.00 47,074,385 97,227,687
15.00 166,560,785 161,574,870
1,685,671,380 1,660,741,807
7,927,971,175 9,474,375,120




NATIONAL FINANCE LIMITED
BALANCE SHEET
As at 31 December 2019

Amount in Taka

Notes
2019 || 2018

OFF BALANCE SHEET ITEMS

CONTINGENT LIABILITIES

Acceptances and Endorsements - -
Letters of Guarantee - ;‘ -
Irrevocable Letters of Credit - 1 S
Bills for Collection - ; -
Other Contingent Liabilities - -

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

Total Off-Balance Sheet items including contingent liabilities - -

Net Asset Value (NAV) per Share 32.00 11.45 11.28

The annexed notes form an integral part of these Financial Statements.

K @ v s

Director Managing Director Company Secretary

Signed in terms of our separate report of even date annexed.

Place: Dhaka K. M. HASAN & CC.
Date: 13 July 2020 Chartered Accountants




NATIONAL FINANCE LIMITED

PROFIT & LOSS ACCOUNT

For the year ended 31 December 2019

Interest income

Interest paid on deposits & borrowings
Net interest income

Investment income

Commission, exchange and brokerage
Other operating income

Total operating income

Salaries and allowances

Rent, taxes, insurance, electricity, etc.
Legal & Professional fees

Postage, stamp, telecommunication etc.
Stationery, printing, advertisement
Managing director's salary & allowances
Directors' fees

Auditors' fees

Repairs, maintenance, depreciation and amortization
Other expenses

Total operating expenses

Profit before provision

Provision against loans, leases and investments
Other provisions

Total provision

Total Profit before taxes

Provision for Tax :

Current Tax

Deferred Tax

Net profit after taxation
Appropriations

Statutory reserve

General reserve

Dividends

Retained surplus

Place: Dhaka
Date: 13 July 2020

Amount in Taka

|

Hope 2019 || 201§ |
16.00 720,020,647 878,436,631
17.00 (617,587,895)||  (614,844,221)
102,432,752 263,592,410
18.00 8,131,943 24,229,189
19.00 98,658,454 140,352,878
209,223,149 428,174,477
20.00 95,067,568 65,512,836
21.00 18,731,658 12,718,710
22.00 2,591,013 1,810,312
23.00 2,231,268 2,470,835
24.00 4,717,268 5,697,850
25.00 7,240,000 6,083,607
26.00 704,000 923,000
27.00 287,500 287,500
28.00 6,760,926 6,647,463
29.00 26,658,458 15,353,505
164,989,659 117,508,618
44,233,490 310,663,859
12.05 1,149,761 [ 99,104,454
=3 i =

1,149,761 99,104,454
43,083,729 211,561,405
18,154,156 98,041,370
12.02.01 16,500,000 i 100,000,000
12.02.02 1,654,156 || (1,958,630)
24,929,573 113,520,035
4,985,915 || 22,704,007
4,985,914 22,704,007
19,943,658 90,816,028
0.17 0.77

tatements.

i i

Company Secretary

K...'.—




NATIONAL FINANCE LIMITED
STATEMENT OF CHANGES IN EQUITY
For the vear ended 31 December 2019

Amount in Taka

Parkicalass Share Statutory Other Retained Total
Capital Reserve Reserve | Earnings

Balance as at 01 January 2018 1,322,584,200 138,870,864 9,321 85,766,709  1,547,231,093
Issue of Bonus Shares (year 2017) 79,355,050 - - (79,355,050) -
Net profit for the year 2018 - - - 113,520,035 113,520,035
Transfer to statutory reserve - 22,704,006 - (22,704,006) e
Other reserve adjustment - - (9321) - 9321)
Balance as at 31 December 2018 | 1,401,939,250 | 161,574,870 | - | 97227,687 | 1,660,741,807 |
Balance as at 01 January 2019 1,401,939,250 161,574,870 - 97,227,687 1,660,741,807
Issue of Bonus Shares (year 2018) A 70,096,960 - - (70,096,960) -
Net profit for the year 2019 - - - 24,929,573 24,929,573
Transfer to statutory reserve - 4,985,915 B (4,985,915) -

47,074,385 | 1,685,671,380 |

Balance as at 31 December 2019 I 1,472,036,210 | 166,560,785

@ Plagr— k=~

Director Manégin:g Director Company Secretary

Signed in terms of our separate report of even date annexed.

Place: Dhaka K. M. HASAN & CQ.
Date: 13 July 2020 Chartered Accountants




NATIONAL FINANCE LIMITED
STATEMENT OF CASH FLOWS
For the year ended 31 December 2019

Notes

|

Amount in Taka |

[

2019

2018 l

Cash flows from operating activities:
Interest received

617,701,193

819,735,516

Interest paid (562,453,188) (336,837,607)
Fees, commission and other income received 109,026,510 119.814.989
Investment income 3,132,670 15.596.259
Cash paid as Salary, Allowance & Remuneration (100,389,417) (71,594,443)
Cash paid to suppliers (55,239,292) (39,225,875)
Income taxes paid (74,954,775) (65,378,559)
Cash generated from operating activities before changes in (63,176,299) 242,110,%
operating assets and liabilities:

(Increase)/decrease in Changes in operating assets & liabilities:

Loans and advances to customers 1,750,449,293 (403,338.£69)

Other assets
Deposits from customers
Other liabilities

(2,025,080)
(945,382,734)
106,809,361

(1.586,221)
(565,940,173)
31,722,445

Net cash flows from operating activities (A): 846,674,541 (697,032,637)
Cash flows from investing activities:
Payment for acquisition of property, plant and equipment (1,034,780) (3,.263,951)
Investment in shares 488,914 35,840,017
Net cash used in investing activities (B): (545,866) 32,576,066
Cash flows from financing activities
Drawdown/repayment of long term loan (226,323,044) (299,160,445)
Drawdown/repayment of bank overdraft (583,475,749) 444,766,567
Net cash flow from financing activities (C): (809,798,793) 145,606, 122
Net inflow/outflow for the year (A+B+C): 36,329,882 (518,850,448)
Opening cash and cash-equivalents 539,985,888 1,058,83€,336
Closing cash and cash equivalents 30.00 576,315,770 539,985 888
Cash in hand (including foreign currencies) 21,562 67.182
Balance with Bangladesh Bank & Agent Bank 106,480,237 95,793,691
Balance with other Banks and Financial Institutions 469,813,971 444,125,015
576,315,770 539.985.688
perating Cash Flows per Share 33.00 5.75 (4.74)

al statements.

/ Director

Place: Dhaka
Date: 13 July 2020

Managing Director

Signed in terms of our separate report of even date annexed.

naeh‘ Ka~ ~

Company Secretajy

K. M. HASAN & CO.
Chartered Accountants



NATIONAL FINANCE LIMITED
LIQUIDITY STATEMENT
For the year ended 31 December 2019

Amount in Taka

Particulars Up to 1 month 1-3 months 3-12 months 1-5 years above 5 years Total
Assets
Cash in hand (including balance with Bangladesh Bank) 106,501,799 - - - - 106,501,799
Balance with banks and financial institutions 369,294,529 100,519,442 ' - = - 469,813,971
Money at call and short notice - - - - - -
Investments : - . 264,626,880 > 264,626,880
Loans and advances 316,665,055  1,406,452,604  1,931,271,997  1,491,966,198 961,674,967  6,108,030,821
Fixed assets including land, building, furniture and fixtures - - - 143,697,796 - 143,697,796
Other assets 5,985,327 13,914,826 22,114,810 793,284,944 - 835,299,908
[Total assets: 798,446,710 | 1,520,886,872 | 1,953,386,807 | 2,693,575,818 | 961,674,967 | 7,927,971,175 |
Liabilities
Borrowing from other banks, financial institutions and agents 78,017,602 63,717,733 186,530,256 484,943,863 . - 813,209,454
Deposits and other accounts ’ 571,497,003 970,783,521  1,310,907,471 494,037,105 10,872,867  3,358,097,967
Provision and other liabilities 97,245,259 172,602,531 328,496,900  1,472,647,684 4 2,070,992,374
| Total liabilities: | 746,759,864 | 1,207,i03,785 | 1,825934,627 | 2,451,628,652 | 10,872,867 | 6,242,299,795 |
[Net Liguidity Gap l 51,686,846 | 313,783,087 | 127,452,180 | 241,947,166 | 950,802,100 | 1,685,671,380 |

1

723 (Goas) Proge e

Director Manaﬁg Director Company Secretary

Place: Dhaka
Date: 13 July 2020
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1.01

1.02

2.00

2.01

NATIONAL FINANCE LIMITED
Notes to the Financial Statements
For the vear ended 31 December 2019

General Information

Domicile and legal form

National Finance Limited (the “Company”), previously known as Self Employment Finance Limited
is a Non Banking Financial Institution (NBFI) incorporated on 30 July 2001 as a Public Limited
Company in Bangladesh vide registration no. C-43690 (230)/2001. Pursuant to the certificate for
commencement of business dated 30 July 2001 issued by the Registrar of Joint Stock Comparies &
Firms (RJSC) and license obtained from Bangladesh Bank dated 17 June 2002 the Company started
its business. The Company has obtained permission from Bangladesh Bank on 09 December 20)2 for
opening its Principal Branch. The name of the Company has been changed to National Finance
Limited, effected from 2 February 2009. The registered office of the Company is situated at Level 8,
Confidence Centre, Kha-9 Pragati Sarani, Gulshan, Dhaka-1212.

Nature of operations and principal activities
The Company has been incorporated for carrying out, inter alia, the business of:

a)  Leasing and hire purchase of movable and immovable property, plants, machinery, equipment,
to apparatus, instrument, air-condition, computer materials, vehicles, vessels, ships, aircraft etc.

b)  Granting loans and advances for industry, commerce, agriculture, housing or transportatior:;

¢)  Underwriting or acquisition of, or the investment or re-investment in sharss, stock, bonds,
debentures, debenture-stock or securities issued by the government or any local authority:

d)  All kinds of financial investment including Islamic Financing and Schemes, bridge finarcing,
long-term loan, working capital financing, discounting of bill of exchange locally in local
currency, credit cards etc.

e)  Credit programs at grassroots, village, union, thana, local and national level towards landless,
marginal farmers, fisherman, blacksmiths, carpenters, potters, workshops, handicrafts, small
traders and projects.

f)  Offer various deposit investment opportunities of predefined tenure ranging from three months
to nine years.

Summary of significant Accounting Policies and basis of preparation of the financial

Statement of compliance

The financial statements of the Financial Institution are prepared in accordance with International
Financial Reporting Standards (IFRSs) and the requirements of the Financial Institutions Act 1993,
the Rules and Regulations issued by Bangladesh Bank, the Companies Act 1994, In case any
requirement of the Financial Institutions Act 1993, and provisions and circulars issued by Bangledesh
Bank differ with those of IFRSs, the requirements of the Financial Institutions Act 1993. and
provisions and circulars issued by Bangladesh Bank shall prevail. Material departures from the
requirements of IFRSs are as follows:

1




i) Investment in shares and securities

IFRS: As per requirements of IFRS 9 investment in shares and securities generally falls either under
“at fair value through profit and loss account™ or under “Fair value through OCI” where any change
in the fair value at the year-end is taken to profit and loss account or OCI respectively.

Bangladesh Bank: As per FID circular 08 dated 03 August 2002 investments in quoted shares and
unquoted shares are revalued at the year end at market price and as per book value of last audited
balance sheet respectively. Provision should be made for any loss arising from diminution in velue of
investment; otherwise investments are recognised at cost.

ii) Provision on loans and advances/ investments

IFRS: As per IFRS 9 an entity should start the impairment assessment by considering whether
objective evidence of impairment exists for financial assets that are individually significant. For
financial assets that are not individually significant, the assessment can be performed on an individual
or collective (portfolio) basis.

Bangladesh Bank: As per FID circular No. 8 dated 3 August 2002 and FID circular No. 3 dated 3
May 2006 a general provision at 1% to 5% under different categories of unclassified loans
(good/standard loans) has to be maintained regardless of objective evidence of impairment. Also
provision for sub-standard loans, doubtful loans and bad losses has to be provided at 20%, 50% and
100% respectively for loans and advances depending on the duration of overdue.

iii) Recognition of interest in suspense

IFRS: Loans and advances to customers are generally classified as 'loans and receivables' as per [FRS
9 and interest income is recognised through effective interest rate method over the term of the loan.
Once a loan is impaired, interest income is recognised in profit and loss account on the same basis
based on revised carrying amount.

Bangladesh Bank: As per FID circular No. 8 dated 3 August 2002, once a loan is classified, interest
on such loans are not allowed to be recognised as income, rather the corresponding amount needs to
be credited to an interest suspense account, which is presented as liability in the balance sheet.

iv) Other comprehensive income

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

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

v) Financial instruments — presentation and disclosure

In several cases Bangladesh Bank guidelines categories, recognise, measure and present financial
instruments differently from those prescribed in IFRS 9. Consequently all the required disclosurz and
presentation requirements of IFRS 7 and IAS 32 cannot be made in the financial statements.




2.02

2.03

2.04

2.05

2.06

2.07

2.08

vi) Cash flow statement

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

Bangladesh Bank: As per DFIM Circular 11 dated 23 December 2009, cash flow is the mixture of
direct and indirect methods.

vii) Balance with Bangladesh Bank: (Cash Reserve Requirement)

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

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

Basis of preparation of the financial statements

The financial statements have been prepared and presented under the historical cost convention, in
accordance with the International Financial Reporting Standards (IFRS) and requirements of the
Financial Institutions Act 1993 followed by the Financial Institutional Regulations 1994, the
Bangladesh Securities & Exchange Rules 1987, Guidelines issued from Bangladesh Bank and other
applicable laws and regulations.

Use of Estimates

The preparation of financial statements requires the management to make estimates and assumptions
that affect the reported amount of assets, liabilities and disclosure at the date of the financial
statements. Management believes that these estimates and assumptions are reasonable and prudent.
However, the actual results could differ from estimates.

Reporting currency and level of exactitude

The figures in the financial statements have been stated in Bangladesh Taka which is the Company's
functional currency and have been rounded off to the nearest integer.

Comparative information

Last year's figures and account titles have been rearranged to conform to current year's presentat on in
accordance with the Bangladesh Bank DFIM Circular no. 11 dated December 23, 2009.

Authorization for Issue of the Financial Statements

The Board of Directors of the Company has authorised these financial statements for issue on .......

Materiality of financial statements

Each material item, as considered by management significant, has been presented separately in the
financial statements wherever applicable.

Statement of changes in equity

Statement of changes in equity is prepared in accordance with IAS - 1 "Presentation of Financial
Statements" and Bangladesh Bank DFIM Circular No - 11 dated December 23, 2009 which reflects
the increase and decrease in net assets or wealth.

13




2.09

2.10

2.10.1

2.10.2

2.10.3

Liquidity statement (asset and liability maturity analysis)

Liquidity statement is prepared in accordance with Bangladesh Bank DFIM Circular No - 11 dated
December 23, 2009 on residual maturity term of assets and liabilities as on the reporting date based
on the following assumptions:

i) Balance with other Banks and financial institutions, money at call and short notice, etc. are on
the basis of their maturity term

ii)  Investments are on the basis of their respective maturity

iii) Lease, Loans and advances are on the basis of their repayment schedule

iv)  Fixed assets are on the basis of their useful lives

v)  Other assets are on the basis of their realization / amortization

vi) Borrowing from other Banks, financial institutions and agents, etc. are as per their maturity /
repayment terms

vii) Deposits and other accounts are on the basis of their maturity term and past trend of withdrawal.

viii) Provisions and other liabilities are on the basis of their payment / adjustments schedule.

Assets and basis of their valuation
Cash and cash equivalents

Cash and cash equivalents consist of cash in hand, bank balances and deposits held at call with banks
and financial institutions and short tern liquid investments that are readily convertible to known
amount of cash which are unlikely to be affected by any insignificant risk of change in value.

Accounting for leases

Following International Accounting Standards IFRS 16 "Leases", accounting for lease transactions
have been recorded under finance lease method. Accordingly the aggregate lease receivables
excluding un-guaranteed residual value throughout the primary lease term are recorded as gross lease
receivables while the excess of net lease receivables over the total acquisition cost constitutes the
unearned lease income.

The unearned lease income is amortized to revenue over the primary lease term yielding a constant
rate of return over the period. Initial direct costs, if any, are charged in the year in which such costs
are incurred.

The company currently has one branch office lease agreement and has incurred Tk. 1,656,000 on
lease payment. The lease are not treated as right of use assets and corresponding lease liability as per
IFRS - 16 . As such effect of lease expenses is very immaterial compared to the value of expenses and
whole financial statements.

Accounting for Term Finance
Receivables against term loans including short term loan and home loan comprise of principal

amounts due from customers against these loans. Accrued interest thereon are accounted for on
accrual basis and shown separately.
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2.10.4

2.10.5

Fixed assets and depreciation
Recognition

All property, plant and equipment are initially stated at cost and depreciated over their expected
useful lives. The cost of acquisition of an asset is comprised of its purchase price and any directly
attributable cost of bringing the asset to the location and condition for its intended use inclusive of
duties and non-refundable taxes.

Fixed assets acquired under finance lease is accounted for at the lower of present value of minimum
lease payments under the lease agreements and the fair value of the asset. The related oblization
under the lease is accounted for as liability. Finance charges are allocated to accounting period in a
manner so as to provide a constant rate of charge on the outstanding liability.

Subsequent cost related to property, plant and equipment is capitalised only when it increasss the
future economic benefit from the asset. All other expenditures are recognised as expenses zs and
when they are incurred.

Depreciation

Items of property, plant and equipment except office premises/building are depreciated baszd on
reducing balance method throughout the estimated span of useful life ranging from four to ten years.
Depreciation on office premises/building charged based on straight line method throughout the
estimated span of useful life for fifty years. For addition to property, Plant and equipment,
depreciation is charged from the month of capitalization irrespective of date and depreciation is not
charged from the month of disposal. Depreciation is calculated on the cost of fixed asset in order to
write off such amount over the estimated useful lives of such assets. The rates of depreciation used
are as follows:

Furniture & fixture 10%
Office equipment 20%
Vehicle 20%
Telephone & Fax 10%
Office Decoration 10%
Computer 25%
Office Premises 2%
Derecognition

An item of property, plant and equipment is de-recognised on its disposal. The gain or loss aising
from de-recognition of an asset is determined as the difference between the net disposal proceeds, if
any, and the carrying amount of the item.

Account receivable

Account receivable at the balance sheet date is stated at amounts which are considered realisable.
Specific allowance is made for receivables considered to be doubtful for recovery.




2.11

2.11.1

2.11.2

2.11.3

2.11.4

Liabilities and basis of their valuation

Income taxes

Current tax

Current tax expense is provided on estimated taxable profit for the year at the tax rate applicable for
the year. Provision has been made in accounts for the current year's income tax.

Deferred tax

Deferred taxation is provided in full for all temporary differences arising between tax bases of assets
and carrying amount of assets in the financial statements. Deferred tax assets are recognised to the
extent that it is probable that future taxable profit will be available against which the temporary
differences can be utilized. Tax rate prevailing at the Balance Sheet date is used to determine de ferred
tax.

Provision for accrued expenses

Provisions have been recognized in the balance sheet as follows:

a)  When the Company has a present obligation, legal or constructive as a result of a past evert,

b)  When it is probable that an outflow of resources embodying economic benefits will be recuired
to settle that obligation; and

¢)  When a reliable estimate can be made of the amount of the obligation.

Employee benefits

Short term employee benefits

Salaries, bonuses and allowances are accrued in the financial year in which the associated services are
rendered by the employees of the Company.

Post-employment benefits
Provident fund

A contributory Provident Fund is operated by the Company on equal participation from both parties,
the Company and the employee. The Fund is recognized by the National Board of Revenue and i3

Gratuity fund

A gratuity scheme is maintained by the Company to motivate it's employees for long term reter:tion.
Gratuity scheme is applicable for all its permanent employees who have completed their length of
service at least for five years without any break. Provision for gratuity is made annually considering
all its eligible employees available at the end of the year.

Other long term benefits
The Company operates a group life insurance scheme for all of its permanent employees. It maintains
a health insurance scheme for all of its permanent employees, their spouse and children.

Contingent liabilities and contingent assets

The contingent liability and contingent asset are not reflected in the balance sheet but the existence
of contingent liability is disclosed in the financial statements. A contingent liability is a probable
obligation that arises from past events whose existence will be confirmed by occurrence or non-
occurrence of uncertain future events not within the control of the Company or a present obligation
that is not recognised because outflow of resources is not likely or obligation cannot be measured
reliably.




2.12
2.12.1

2.12.2

2.12.3

2.12.4

2.12.5

2.12.6

2.12.7

2.12.8

2.13

Revenue recognition

Interest income

Interest income comprises of interest income from lease, loans and advances and interest on
placement of fund with banks and other financial institutions. Interest due is recognised on accrual
basis using the effective interest method. Interest due over ninety days is not recognised as revenue
rather it is recognised as interest suspense. Suspended interest is recognised as income on cash basis
when it is received.

Lease income

The excess of gross lease rentals receivable over the cost of the leased asset represents the total
unearned income at the time of execution of lease. The unearned income is allocated over the period
of lease in a pattern reflecting a constant return on the net investment.

Income from long term and short term finance

Income from long and short term finance is recognized as revenue when the interest is due. Interest
due over ninety days is not recognized as revenue rather it is recognized as interest susoense.
Suspended interest is recognized as income on cash basis when it is received.

Income from dividend

Dividend income from investment in equity shares is recognised when the right to receive the
payment is established.

Other Operating Income

Other operating income is recognized as an when settled the respective lease loan accounts. Such
income comprises of, service charge, transfer fee, delinquent charge and miscellaneous receipts.

Income from bank deposits

Interests from short term deposits and fixed deposits are recognised on accrual basis taking into
account the principal outstanding and the effective interest rate.

Interest paid on deposits, borrowing, etc,

Interest paid comprises of the interest payable on external borrowing, individual and institutional
deposits and direct deposit expenses and are recognized as they accrue.

Impairment of assets

The carrying amounts of the property, plant and equipment and intangible assets are reviewed at each
balance sheet date or whenever there is any indication of impairment. If any such indication exists,
the assets recoverable amount is estimated. An impairment loss is recognised whenever the carrying
amount of the asset exceeds its recoverable amount. Impairment losses, if any, are recognised in the
profit and loss account.

Related party disclosure

The Company carried out transaction in the ordinary course of business on an arm length basis at
commercial rate with its related parties. Parties are considered to be related if one party has the ability
to control the other party or exercise significant influence over the other party in making financial and
operating decisions. Related party transactions have been disclosgd=rrmate 42.
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2.14

2.15

2.15.1

2.16

2.0

2.18

2.19

Earning per share

Earning per share has been calculated in accordance with IAS-33 “Earning Per Share” and shown on
the face of Profit and Loss Account. Basic earning per share is calculated by dividing the net profit
attributable to shareholders by the average number of ordinary shares during the financial year.

Events after the balance sheet date

Events after the balance sheet date are those events that occur between the balance sheet and the date
when the financial statements are authorised for issue. All material events occurring after the balance
sheet date have been considered in these financial statements.

COVID -19

Subsequent to year-end, on 11 March 2020, World Health Organization (WHO) declared a zlobal
pandemic due to Corona Virus related respiratory disease commonly called as COVID-19. To contain
the spread of this disease, along with many other countries of the world, Government of Bangladesh
has also taken a number of measures such as declaration of general holiday, enforcement of lock
down, social distancing etc. As a result of these measures, all business and economic activities were
adversely affected and those also impacted the Company as well. Management considered COVID-19
as a subsequent event and in accordance with IAS 10 this is a non-adjusting event (i.e. an event after
the reporting period that is indicative of a condition arising after the end of the reporting period);
because the significant changes in business activities and economic conditions as a result of COVID-
19 had taken place well after the reporting date of 31 December 2019. Although the business
operation and profitability of the Company were affected due to COVID-19, the situation is
constantly changing and there is no certainty at present as to how long the situation will prevail. The
potential impact of COVID 19 related matters on the Company’s operation and financial results
cannot be reasonably assessed. There is no impact of the stimulus packages declared by Government
of Bangladesh for the industries in Bangladesh to the financial statements of the Company for the
financial year ended 31 December 2019 regarding COVID-19.

Borrowing Costs

Borrowing Costs are accounted for as per IAS- 23 “Borrowing Cost™ and recognizad as expenses in
the period in which they incur.

Foreign Currency Transaction

In accordance with IAS- 21 “ The Effects of Changes in Foreign Exchange Rate™ , foreign currency
transactions are converted into Bangladesh Taka at exchange rates ruling on the date of transactions
while monetary items representing assets and liabilities are translated at exchange rates at that date of
Balance Sheet. All resulting exchange differences shall be recognized as a separate component of

Renewal of FDR and Interest thereon

FDR, if not encashed on due date, is considered automatically renewed with interest accrued and due
at the equivalent current rate of interest.

Provision and accruals

Provisions have been recognized in the balance sheet when the Company has a present obligation,
legal or constructive as a result of a past event and/or when it is probable that an outflow of rescurces
embodying economic benefits will be required to settle that obligation and when a reliable estimate


















































































