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Auditor's Report
To the Shareholders of Meghna Bank Limited

Report on the Financial Statements

We have audited the accompanying financial statements of Meghna Bank Limited, which
comprise the balance sheet as at 31.12.2013, and the profit and loss account, statement of
changes in equity and cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements and Internal Controls

Management is responsible for the preparation of financial statements that give a true and fair
view in accordance with Bangladesh Financial Reporting Standards as explained in note 2 and
for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.
The Bank Company Act, 1991 and the Bangladesh Bank Regulations require the Management
to ensure effective internal audit, internal control and risk management functions of the Bank.
The Management is also required to make a sclf-assessment on the effectiveness of anti-fraud
internal controls and report to Bangladesh Bank on instances of fraud and forgeries.

Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Bangladesh Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of financial statements that give a
true and fair view in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control, An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements of the Bank.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the
Bank as at 31.12.2013, and of its financial performance and its cash flows for the year then
ended in accordance with Bangladesh Financial Reporting Standards as explained in note 2.

Chittagong Office : Taher Chamber (Ground FL) 10, Agrabad C/A., Chittagong
Phoune : (0) 88-031-721201, 2512931, (R) 615785 Fax : 88-031-721201
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Report on Other Legal and Regulatory Requirements

In accordance with the Companies Act 1994, the Bank Companies Act, 1991 and the rules and
regulations issued by Bangladesh Bank, we also report the following:

(@)

(b)

0

®

(b)

U]

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

to the extent noted during the course of our audit work performed on the basis stated
under the Auditor’s Responsibility section in forming the above opinion on the financial
statements of the Bank and considering the reports of the Management to Bangladesh
Bank on anti-fraud internal controls and instances of fraud and forgeries as stated
under the Management’s Responsibility for the Financial Statements and Internal
Control:

i) internal audit, internal control and risk management arrangements of the Bank
appeared to be materially adequate;

i) Nothing has come to our attention regarding material instances of forgery or
irregularity or administrative error and exception or anything detrimental
committed by employees of the Bank and its related entities.

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

the balance sheet and the profit and loss account dealt with by the report are in
agreement with the books of account;

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

adequate provisions have been made for advances which are, in our opinion, doubtful of
recovery;

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

the information and explanation required by us have been received and found
satisfactory; and

We have reviewed over 80% of the risk weighted assets of the Bank and we have spent
around 620 person hours for the audit of the books and accounts of the Bank.

CHARTERED ACCO 'ANTS

Dated: 31%t March, 2014

A
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PROPERTY AND ASSETS
Cash

MEGHNA BANK LIMITED

BALANCE SHEET

-AS AT S1st DECEMBER, 2013

Cash in hand (Including Foreign Currencies)
Balance with Bangladesh Bank and Its agent Bank (s)

{Including Foreign Currencies)

Balance with other Banks and Fi

In Bangladesh
Qutside Bangladesh

Money at Call on Short Notice

Investments
Government
Others

Loans and Advances
Loans, Cash credits, Overdrafts, etc.
Bills Purchased and Discounted

Fixed Assets Including Premi F

Other Assets

Non Banking Assets
Total Assets

LIABILITIES AND CAPITAL
Liabilities

Borrowings from other Banks, Fi

Deposits and Other Accounts
Current Accounts & Other Accounts
Bills Payable

Savings Bank Deposits

Fixed Deposits

Bearer Certificate of Deposit

Other Deposits

Other Liabilities

Total Liabilities
Capital/Shareholders’ Equity
Paid-up Capital

Statutery Reserve

Other Reserve (Revaluation of HFT & HTM Securities)
Surplus in Profit and Loss Account/Retained Earnings

Total Shareholders’ Equity

Total Liabilities & Shareholders' Equity

MEGHNA BANK LTD
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Chartered Accountants

[

2012

Taka

l 2013 ”
Taka

319,240,453

86,755,298

232,485,155

4,493,022,481

4,485,946,303
7,076,178

10,000,000
476,723,320

476.723'320J I

1,494,856,337

1,482,001,190 r
12,855,147

83,288,385
330,962,955

7,208,093,931

= JL

2,670,468,329

166,187,988
83,831,142
34,646,700

2,385,802,499

72,114,173

2,742,582,502

4,433,000,000
14,234,001
533,651
17,743,777

4,465,511,429

7 ‘mlmlss 1




CONTINGENT LIABILITIES

Accep and End
Letters of Guarantee
Irrevocable Letters of Credit
Bills for Collection

Other Contingent Liabilities
Total

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
TOTAL OFF BALANCE SHEET ITEMS INCLUDING
CONTINGENT LIABILITIES

MEGHNA BANK LTD.
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2013 2012
Taka Taka

100,012,500
350,537,085
157,408,300

49,875,720

657,830,605

Accompanying (1 - 46) notes form an integral part muumnu
-~
/é{nné
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pate: 3 1 MAR 20W

Dhaka Trade Centre (11th Floor)
99, Kazi Nazrul Islam Avenue
Kawranbazar, Dhaka

Director Managing Directory CEO

Signed in terms of our report of even date

\W,

Basu Banerjee N &




Rent, Taxcs, Insurances, Electricity etc,

Legal Expenses

Postage, Stamps, Tel i etc.

8t v Printi Adver cte.

Chief Executive's Salary & Fees

Directors' Fees

Auditors' Fees

Charges on loan losses

Depreciation & Repairs of Bank's Assets

Other Expenses

Total Operating Expenses

Profit/(Loss) before Provision

Specific provision for Classified Loans and Advances
I Provision for Unclassified Loans and Advances
| Provision for Off-Bal Sheet Exp
2 diminution in value of |

Retained Surplus
Earnings Per Share (EPS)

MEGHNA BANK LTD.
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el

388,926,449
97,097,410
291,829,039

16,727,873
9,093,706
5,684,

31 784
323,334,823

113,291,162
62,290,330
222,528
987,092
11,382,002
6,120,000
799,250
207,000

8,744,033
27,073,622

231,117,818

92,217,005

(14,400,000}
(6,647,000}

—(21,047,000)

71,170,005

(39,192,227)

31,977,778

31,977,778

14,234,001

14,234,001

17,743,777

0.07

form an intogral financlal statements

~ dhegolby

Managing
of our report of even date

s Pl

Accompanying notes
L%

/
patea: 3 1 MAR 20M

Dhaka Trade Centre (11th Floor)

99, Kazi Nazrul Islam Avenue Basu
Kawranbazar, Dhaks

Director
Signed in te
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MEGHNA BANK LIMITED
CASH FLOW STATEMENT

Chartered Accountants

FOR THE PERIOD ENDED 31st DECEMBER, 2013

N
Cash Flows from Operating Activities s

2013
Taka

39
40

Interest receipts in cash
Interest Payments
Dividends Receipts
Fee & Commission receipts in cash
Recoveries on loans previously written off
Cash Payments to Employees
Cash Payments to Suppliers
Income Taxes Paid
Receipts from other Operating activities 41
Payments for other Operating activities 42
Operating Profit before changes in Operating Assets and Liabilities
Increase/Decrease in Operating Assets and Liabilities
Statutory Deposits
Purchase/Sale of Trading Securities (Treasury bills)
Loans and Advances to Other Banks
Loans and Advances to Customers
Other Assets
Deposits from other Banks
Deposits from Customers
Other liabilities on account of customers
Trading Liabilities
Other Liabilities
Sub Total
A) Net Cash from Operating Activities
Cash flows from Investing Activities
Proceeds from sale of Securities
Payment for purchases of securities
Purchase/Sale of Property, Plant & Equipments
Purchase/Sale of subsidiarics
B) Net Cash Used in Investing Activities
Cash flows from Financing Activities
Receipts from issue of Loan Capital and Debt Security
Payments for redemption of Loan Capital and Debt Security
Receipts from issue of ordinary share
Dividends Paid
C) Net Cash from Financing Activities
Dj} Net Increase/(Decrease) in Cash & Cash Equivalents (A+B+C)

E) Effect of Exchange rate changes on cash & cash equivalents

F) Cash and cash equi s at the beginning of the year
G) Cash and cash equivalents at the end of the year (D+E)

318,805,352
(62,464,247

9,093,706
(119,411,162)
(11,382,802)
(23,447,151)
5,684,205
(91,678,011}

25,199,890

(306,242,038)

{1,494,856,337)
(244,113,984)
50,000,000
2,620,468,329

688,934

625,944,904

651,144,793

(19,931,031)
(91,934,228)

(111,865,259)

4,433,000,000

4,433,000,000

4,972,279,534

45 4?‘72&&3‘ -

Accompanying notes (1 - 46) form an integral part of these financial statements

s
CZ“HK @ Director

Managing Director & CEO
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Meghna Bank Limited
Notes to the Financial Statements
at & for the peri o T,

1.0 Background of the Bank
1.1 Legal Status of the Bank

Meghna Bank Ltd (MGBL) is a private commercial bank incorporated with the Registrar of Joint
Stock Companies under the Companies Act 1994 vides Reg. no. C-108068/13 dated 20"
March, 2013 in Dhaka. The Bank commenced banking operation on May 09, 2013 by obtaining
license from Bangladesh Bank under section 32(1) of the Bank Companies Act 1991
(Amendment 2013). The number of branches of the Bank was six (06) located in Gulshan,
Motijheel, Chawkbazar, Saver, DEPZ at Dhaka and Shathibari at Rangpur as on 31 December,
2013. .

1.2 Nature of business

The Bank carrics on, undertakes and transacts all kinds of banking activitics with its customers
in Bangladesh and abroad.

1.3 Treasury

The principal responsibilities of the Treasury Department includes management of liquidity and
exposure to market risks, mobilization of resources from domestic as well as international
institutions and banks. Further, it leveraged strong relationships with financial sector players to
provide a wide range of banking services in addition to Bank’s liability products.

The focus of Treasury Department was to be active in Placement, Inter- Bank Call Money
Market, Government securities and Foreign exchange markets. There was a contribution in the
volumes and profits from Placements and Inter-Bank Call Money Market

1.4 Capital adequacy

Capital Adequacy symbolizes the financial strength and stability of a bank. It limits the extent
up to which banks can expand their business in terms of risk-weighted assets. Like all
commercial institutions, banks too constantly look at ways of expanding their operations by
opening branches, mobilizing deposits, providing loans and investing in other assets. Regulatory
capital requirements are therefore necessary to prevent banks from expanding beyond their
ability to manage (over trading), to improve the quality of bank’s assets, to control the ability of
the banks to leverage their growth and to lead to higher earnings to assets, leading to peace of
mind of all the stakeholders. MGBL has currently sound capital adequacy ratio suggest prudent
lending to good number of Entrepreneurs. The bank keeps a careful check on its Capital
Adequacy Ratio.

1.5 Strategic Direction

The strategic direction of the Bank is currently conferred and reviewed periodically by the

Management Committee at MANCOM meeting. At the time of preparing the Budget, priority is

given on bottom up information sharing process, The Board of Directors approves the Budget at

the Board Meeting and evaluates monthly performance in the Board Meeting for ensuring

{:;-opc;:i Budgetary Control and provides guidelines to the Management for overcoming lapses
entified.

1.6 Staff Training

The Bank always keeps in mind the development of staff skill and. knowledge through training.
The staff training is presently limited to participation in trainings conducted by the outside
Organizations. Bangladesh Bank and inside trainings are organized for specific purposes only.
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1.7 Resource Efficiency

Deposits and Shareholders’ Equity represented the two biggest resources of funds for the Bank.
As at December 31, 2013, the deposit to third parties liability ratio is 97.37% and Equity to third
parties liability ratio is 162.82%. The Bank tries to mobilize deposits from low cost sources and
prudently invest the fund for raising the profitability of the Bank.

Through careful planning, a prudent dividend policy and expenditure on capital items and
investments, the Bank will try to optimize the Shareholders’ Equity.

1.8 Corporate Governance
1.8.1 Board of Directors

a) Members of the Board
All of the Directors are Non-Executive independent Directors. Only the Managing Director is on
the Board as an ex-officio Director.

Board Mecting

The Chairman conducts the Board Meetings and ensures effective participation of all Directors,
heeding to their concerns and maintaining the balance of power. The Board is in full control of
its affairs.

Information sharing system

A well-streamlined Management Information System is in place. Accurate and relevant
information relating to matters referred to the Members of the Board are made available to
them well in advance. Whenever the Board finds that the information sent to them is
insufficient, they call for additional information and the Chairman ensures that all Directors
are properly briefed on the matters deliberated on at the meetings.

Board performance

The Board has implemented a self-assessment exercise covering key functions under the
following activities to assess the performance of the Board and carries out the evaluations
annually.

Discharge of Statutory /Regulatory duties and Board responsibilities

Corporate Governance and Risk Management monitoring

Seeking and contributing views and opinions on strategic decision making

Leveraging the skills, expertise, contacts of individual Board Members in furtherance of
business

Understanding and formulating the succession plans to ensure talent availability and
address expectations of high potential and high quality staff

1.8.2 Appointment of Directors and Managing Director

a) Director 3
The Members of the Board are appointed in accordance with the provisions of the Companies
Act 1994, the Memorandum and the Articles of Association of the Company, provisions of Bank
Companies Act 1991{Amendment-2013) and Bangladesh Bank's Circulars issued from time to
time. The Board believes that the combined knowledge and experience of the Board matches
the strategic demands required for the Bank.

Managing Director

The Managing Director is appointed by the Board of Directors on contractual basis according to
the guidelines provided by the Bangladesh Bank and the provisions of the Bank Companies
Act. The Board sets financial and non-financial goals and objectives for the Managing Director
& CEO in line with the short, medium and long-term goals of the Bank. The Managing Director
& CEO is entrusted with the management of the Bank’s operations and he is ultimately
accountable to the Board of Directors.
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2.0 Significant Accounting Policies and Basis of Preparation of Financial Statements

2.1 Basis of Accounting

Financial Statements of the Bank have been prepared as at 31 December 2013 in accordance
with “First Schedule”(Sec.38) of the Bank Companies Act 1991 (Amendment-2013), in
compliance with the provisions of Bangladesh Bank Circulars, Bangladesh Accounting
Standards and other rules & regulations applicable in Bangladesh. The Bank also followed the
concept of Accrual basis, going concern basis under historical cost convention.

2.2 Presentation of Financial Statement

The financial statements are presented in compliance with the provisions of the Bangladesh
Accounting Standards (BAS) - 1 “Presentation of Financial Statements®, BAS - 7 “Cash Flow
Statements”, BAS - 12 “Income Taxes”, BAS - 16 “Property, Plant and Equipment” BAS - 18
“Revenue”, along with the guidelines, forms and formats provided by the Bangladesh Bank
through BRPD circular No. 14 dated 25 June 20083.

2.3 Use of estimates and judgments

The preparation of financial statements requires management’s judgments, estimates and
assumptions for which the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses may vary and actual results may differ from those estimates.

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

2.4 Consolidation of Financial Statements

The consolidation of financial statements of the Bank includes combined Statement of affairs of
Head office and Statement of Affairs of the branches including Profit & Loss Account. In this
regard separate statement of Affairs and Profit and Loss Account of the branches are prepared
and at maintained the Head office of the Bank based on which segregated information is always
available, The individual statements and notes related to the Balance Sheet, Profit & Loss
Account and required for stakeholders are presented separately.

2.5 Revenue Recognition

The revenue of the year is recognized in compliance with the provisions of BAS-18 "Revenue ".

a) Interest Income
In compliance to the provisions of the Bangladesh Accounting Standards (BAS) - 18
“Revenue”, the interest is recognized on accrual basis, but necessary information of cash
movement related to those accruals are reported separately in the notes. Interest is
calculated on daily product basis on Loans and advances but charged on a quarterly basis.
Noted that no Loans & advances were classified during the year 2013 and interest income
arising from transactions of Loans & advances were credited to income.

Investment Income

Income on investment is recognized on accrual basis. The current provision for income tax
and the taxable income of the year is calculated on the basis of interest receivable on the
securities i.e. after deduction of accrued interest related to the Treasury Bills and other
securities. Investment income has been constituted by income from Treasury Bills & Bonds,
interest on Securities and interest income from placements made to Banks and NBFls.

(a) Income on Investments is accounted for on an accrual basis
(b) The value of investments has been enumerated as per following basis:

Investment Items Application of Accounting

i) Government Treasury Bills (HTM) At Amortized cost
ii) Government Treasury Bills (HFT) Marked to market basis
iii) Prize Bond At cost price
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c) Fees and Commission
Fees and Commission income arises from services provided by the Bank for DD, TT, and LBP
etc. and recognized on receipt basis. Commission charged on Letters of Credit (LC) and
Letters of Guarantee {LG) are credited to income at the time of effecting the transactions. The
advance payment of tax on LC commission is duly deposited to the Tax Authority. Similarly,
Income Tax and VAT are deducted at source and deposited to the Govt. Exchequer within the
time stipulated as per their circulars.

Interest and other expenses

In terms of the provision of the Bangladesh Accounting Standard (BAS) -1 “Presentation of
Financial Statements”, accrual basis is followed for interest payment and other expenses. The
necessary disclosures are given in the notes in compliance with the provisions of BRPD
Circular No. 14 dated 25% June 2003.

2.6 Assets and the basis of their valuation

Cash and cash equivalents

Cash and cash equivalents include notes and coins on hand, unrestricted balances held with
Bangladesh Bank, and highly liquid financial assets which are subject to insignificant risk of
changes in their fair value, and are used by the Bank Management for its short-term
commitments.

Loans and Advances

(a) Loans and Advances are stated at gross amount and before off setting general provisions
against them.

(b) Interest on Loans and Advances is calculated on a daily product basis but charged and
accounted for quarterly on an accrual basis.

{c} Provision for Loans and Advances is made on the basis of year-end review by the
Management and of instructions contained in Bangladesh Bank circular as amended time to
time. The classification rates are given below:

Rates

Category/status of loans and advances Bangladesh Maintaine
Bank’s d by the

Requirement Bank

G 1 provisions for lassified loans and advances:
All unclassified loans (Other than loans under small and medium 1% 1%
enterprise and consumer financing, special mention account and
staff loans)

Small and medium enterprise financing 0.25% 0.25%
Consumer financing (Other than housing finance and loans for 5% 5%
professionals under consumer financing scheme)
Consumer financing (For Housing Finance & Loans for professionals 2% 2%
set up)
Special mention account 5%

2.7 Fixed Assets

All fixed assets are stated at cost less accumulated depreciation as per BAS-16 “Property, Plant
and Equipment”. The cost of acquisition of an asset comprises its purchase price and any
directly attributable cost of bringing the asset to its working condition for its intended use
inclusive of inward freight, duties and non refundable taxes.

For additions during the year, depreciation is charged for the remaining days of the year and no
fixed assets were disposed off during the year under audit 2013.

Depreciation

Depreciation on fixed assets is charged for the year at the following annual rates on a Straight
Line Method on all fixed assets. T
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Category of fixed assets ti

Furniture and fixtures

Machinery and Office Equipment
Motor Vehicles

Computer and Computer Peripherals
Office Tools and Accessories

Basis of ting for provisi

Provision for liabilities

Provision in respect of liability is recognized in the financial statements when the Bank has a
legal or constructive obligation as a result of a past event and it is probable that an outflow of
economic benefit will be required to settle the obligation, in accordance with the BAS 37
“Provision, Contingent Liabilities and Contingent Assets”. ?

2.8 Foreign currency transactions / translations

a) Foreign currency transactions are converted into equivalent Taka currency using the
exchange rates on the date of such transactions.

b) Assets and liabilities in foreign currencies are converted into Taka currency by marking to
market rate as of 31 December 2013.

2.9 Retirement Benefits

As part of compensation package every permanent employee will entitle Provident & Gratuity
Fund as per covenants mentioned in the relevant deed and rules.

2.10 Taxation
2.10 {a) Current Tax

As per Income Tax Ordinance 1984, provision for income tax has been made at the rate of
42.50% on profit. In the calculation of provision for income tax, reliable estimate has been made
but without considering the disallowances.

2.11 Cash Flow Statement

The Cash Flow Statement is presented by using the “Direct Method” of preparing cash flows in
compliance with the provisions of the Bangladesh Accounting Standard (BAS) - 7 and format
provided by the Bangladesh Bank vide BRPD Circular No. 14 dated 25 June 2003 as applicable
for preparation of Cash Flow Statements. To make the Cash Flow Statement more
understandable and user friendly about the constitution of figures inserted into the Cash Flow
Statement, a number of notes have been given in the notes to the accounts.

2.12 Liquidity Statement

The liquidity statement of assets and liabilities as on the reporting date has been prepared on
residual maturity term as per the following bases:
Balance with other banks and financial institutions, money at call and short notice etc. are
on the basis of their maturity term.
Investments are on the basis of their maturity.
Loans and advances are on the basis of their repayment/maturity schedule.
Fixed assets are on the basis of their useful life.
Other assets are on the basis of their realization/adjustment.
Borrowing from other banks, financial institutions and agents as per their
maturity/repayment term.
Deposits and other accounts are on the basis of their maturity term and past trend of
withdrawal by the depositors.
Provisions and other liabilities are on the basis of their payment/adjustment schedule.
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