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Report on the Financial Statements

We have audited the accompanying financial statements of Standard Chartered Bank, Bangladesh Branches (“the
Bank") which comprise the balance sheet as at 31 December 2017, the profit and loss account, cash flow statement and
statement of changes in equity 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 3.2 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 Companies Act, 1991 and 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 self-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 judgement including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, we
consider internal controls 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 present fairly, in all material respects, the financial position of the Bank as at 31
December 2017, 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 3.2.

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:

(@) 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;

(b) 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 Controls
section:

i)  internal audit, internal control and risk management arrangements of the Bank as disclosed in note 30.2
to the financial statements appeared to be materially adequate; and

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.

(c) 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;

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

(e) 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;

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

(h) 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 2,100 person
hours for the audit of the books and accounts of the Bank.

() Capital to Risk Weighted Ratio (CRAR) as required by Bangladesh Bank has been maintained adequately
during the year.

g 0.

M. J. ABEDIN & CO
Chartered Accountants

Balance Sheet

Standard Chartered Bank
Bangladesh Branches

Balance Sheet
as at 31 December 2017

Dhaka, 28 February 2018

2017
Taka

2016
Taka

PROPERTY AND ASSETS Notes
Cash 6
Cash in hand (including foreign currencies)

Balances with Bangladesh Bank (including foreign currencies)

3,249,188,422
20,074,162,820

2,786,359,988
15,444,171,070

Sonali Bank as an agent of Bangladesh Bank (Local Currency) 54,645,936 47,643,695
23,377,997,178 18,278,174,753

Balance with other banks and financial institutions 8
160,303,585

Inside Bangladesh | 1,007,717,867||

Outside Bangladesh 25,352,978,989 31,546,708,861
26,360,696,856 31,707,012,446

Money at call and short notice - -

Investments 9

Government securities 58,696,709,066 59,303,251,930

Reverse Repo 201,118,692 1,979,478,523

Other investments 18,000,000 18,000,000
58,915,827,758 61,300,730,453

Loans and advances

Loans, cash credit, overdrafts, etc. 10 132,694,494,058 113,337,344,924

Bills purchased and discounted 11 28,076,833,902 18,406,482,760

160,771,327,960 131,743,827,684

Fixed assets including premises, furniture and fixtures 12 394,133,832 443,273,217

Other assets 13 13,758,332,279 9,635,707,831

Non banking assets - -

Total assets 283,578,315,863  253,108,726,384

LIABILITIES AND CAPITAL

Liabilities

Borrowings from other banks, financial institutions and agents 14 12,717,443,667 13,197,840,855

Deposits and other accounts 15

Current and other accounts 61,899,266,503 50,198,298,624

Bills payable 1,799,200,495 2,083,355,280

Savings deposits
Term deposits
Short term deposits

63,395,493,305
44,846,387,060
22,583,728,440

56,765,071,283
39,400,125,909
22,644,125,009

Standard Chartered Bank
Bangladesh Branches

Profit and Loss Account
for the year ended 31 December 2017

2017 2016
Notes Taka Taka

Interest income 19 13,214,502,602 12,149,179,980
Interest expense on deposits and borrowings 20 2,797,336,420 2,646,696,776
Net interest income 10,417,166,182 9,502,483,204
Income from investments 21 2,704,672,215 4,750,605,762
Commission, exchange and brokerage income 22 6,724,778,749 5,815,877,464
Other operating income 23 3,282,946 5,817,528

9,432,733,910 10,572,300,754
Total operating income 19,849,900,092 20,074,783,958
Salaries and allowances 3,980,508,399 3,453,709,734
Rent, taxes, insurance, lighting, etc. 649,041,080 627,721,104
Legal expenses 133,084,780 83,937,261
Postage, stamps, telephone, telex, etc. 210,034,361 208,726,889
Auditors' fee 1,150,000 1,150,000
Printing, stationery and advertisement 295,332,273 305,186,020
Chief executive officer's salary 43,820,049 39,598,962
Repair, maintenance and depreciation 24 487,067,266 525,868,612
Other expenses 25 1,183,104,424 1,169,770,559
Total operating expenses 6,983,142,631 6,415,669,141
Profit before provision 12,866,757,461 13,659,114,817
Provision for loans and advances and off-balance sheet exposures  16.1 1,774,825,226 1,294,797,704
Total profit before income tax 11,091,932,235 12,364,317,113
Provision for income tax
Current tax 16.4 3,566, 1 99,182| | 4,817,978,620
Deferred tax 13.3 51,514,402 (461,985,313)

3,617,713,584 4,355,993,307
Net profit after tax 7,474,218,651 8,008,323,806

The accompanying notes 1 to 30 form an integral part of these financial statements.
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Mohammod Masud Rana FCA
Chief Financial Officer, Bangladesh

Naser Ezaz Bijoy
Chief Executive Officer, Bangladesh

As per our report of.same date.

M. J. ABEDIN & CO
Chartered Accountants

Dhaka, 28 February 2018

Cash Flow Statement

Standard Chartered Bank
Bangladesh Branches

Cash Flow Statement
for the year ended 31 December 2017

2017 2016
Taka Taka
A) Cash flows from operating activities
Interest received 13,066,762,983 11,690,076,280
Interest paid (2,817,477,245) (2,461,770,066)
Dividend income 22,500,000 22,500,000
Commission, exchange and brokerage income received 6,531,847,305 5,996,276,936
Recovery from previously written off loan 71,668,952 38,210,105
Cash paid to employees (4,612,026,846) (3,752,938,733)
Cash paid to suppliers (2,801,096,341) (2,770,736,731)

Income tax paid (4,771,270,754)  (5,009,739,308)

Operating cash flows before changes in operating assets and liabilities 5,350,908,054 3,751,878,484
Increase / decrease in operating assets and liabilities

Loans and advances to customers (30,366,026,333) (15,249,974,641)
Other assets (4,228,616,623) (1,003,425,599)

Customer deposits 21,984,464,798 25,752,012,260

Borrowing from other banks and financial institutions (480,397,189) 3,809,267,617
Other liabilities 2,093,950,542 365,574,764
(10,996,624,805) 13,673,454,401
Net cash receipt from operating activities (5,645,716,751) 17,425,332,886

B) Cash flows from investing activities
Income from investments 3,209,855,680 4,650,347,576
Investment in treasury securities 2,384,902,694 (1,088,065,297)
Proceeds from disposal of fixed assets 18,631,893 25,099,974
Purchase of fixed assets (242,935,328) (74,585,630)
Other income 503,553 5.817.528
Net cash used in investing activities 5,370,958,493 3,518,614,151

C) Cash flows from financing activities
Profit remitted to head office - (9,052,735,294)
Cash payments under finance lease (60,626,707) (108,955,213)
Net cash used in financing activities (60,626,707) (9,161,690,507)
D) Netincrease / (decrease) in cash and cash equivalents (A+B+C) (335,384,965) 11,782,256,529
E) Effect of exchange rate changes on cash and cash equivalents 88,891,800 4,444,590

F)  Opening cash and cash equivalents 49,985,187,199 38,198,486,080

G) Closing cash and cash equivalents (D+E+F) (Note - 26)

Statement of Changes in Equity

Standard Chartered Bank
Bangladesh Branches

49,738,694,034 49,985,187,199

Other deposits 9,135,572,656 10,584,207,555 : :
203,659,648,459 181,675.183,660 Statement of Changes in Equity
Other liabilities 16 26,112,662,300  24,752,328,125 for the year ended 31 December 2017
Total liabilities 242,489,754,426  219,625,352,640 A A
mount in Taka
Equity Particulars Fund deposited with Other Profit and Loss -
Fund deposited with Bangladesh Bank 5.1 2,312,837,956 2,223,946,156 Bangladesh Bank reserve account balance
Other reserves 17 (209,946,519) (252,023,761) Balance as at 1 January 2017 2,223,946,156 (252,023,760) 31,511,451,349 |  33,483,373,746
Profit and loss account balance 18 38,985,670,000 31,511,451,348 Revaluation of foreign currency held
UEEICAy S.088,56171361 39,483,373,744 as capital during the year 2017 88,891,800 : - 88,891,800
Total liabilities and equity 283,578,315,863 _253,108,726,384 Actuarial gain net-off deferred tax = (40,422,500) = (40,422,500)
OFF-BALANCE SHEET ITEMS Equity reserve - amortised discount
Contingent liabilities 27 on Held to Maturity (HTM) securities - 181,706,362 - 181,706,362
Acceptances and endorsements 66,831,972,046 57,768,506,484 Net profit for the year = = 7,474,218,651 7,474,218,651
Letters of guarantee 69,363,381,367 40,657,216,799 " . " _ _ R _
Irrevocable letters of credit 50,285,143,935 43,358,267,832 Profit remlﬂed 9ln2Z CiED
Bills for collection 15,921,838,076| | 14,529,936,303 Revaluation reserve account- Held for
202,402,335,424  156,308,927,418 Trading (HFT) securities - (99,206,622) - (99,206,622)
oL onte Balance as at 31 December 2017 | 2,312,837,956 | (209,946519)| 38,985670,000| 41,088,561,436
Forward contracts 18,854,632,005 22,298,862,430
18,854,632,005 22,298,862,430 Balance as at 1 January 2016 2,219,501,566 249,443,398 32,555,862,837 |  35,024,807,801
Total off-balance sheet items 221,256,967,429  178,607,789,848 Revaluation of foreign currency held
) ) o as capital during the year 2016 4,444,590 = = 4,444,590
The accompanying notes 1 to 30 form an integral part of these financial statements. Actuarial gain net-off deferred tax : 33,145,300 ) 33,145,300
"( . Equity reserve - amortised discount
¢ e on Held to Maturity (HTM) securities - (146,779,720) - (146,779,720)
aser Ezaz Bijoy Mohammod Masud Rana FCA ] B B
Chief Executive Officer, Bangladesh s ] G [Bemsles 2= Net Proflt .for the year . 8,008,323,806 8,008,323,806
Profit remitted to Head Office - - (9,052,735,294) |  (9,052,735,294)
As per our report of.same date. Revaluation reserve account- Held for
. Trading (HFT) securities - (387,832,738) - (387,832,738)
Dhaka, 28 February 2018 M. J. ABEDIN & CO Balance as at 31 December 2016 2,223,946,156 (252,023,760) 31,511,451,349 |  33,483,373,746
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Standard Chartered Bank
Bangladesh Branches
Notes to the Financial Statements
as at and for the year ended 31 December 2017

The Bank and its activities

Name of the bank

Standard Chartered Bank (SCB), Bangladesh Branches (‘the bank’) commenced its banking operations
in Bangladesh in 1948 after obtaining licence from the Central Bank of Bangladesh. SCB is incorporated
in England with limited liability by Royal Charter 1853. The head office of the bank is situated in England
at 1 Basinghall Avenue, London EC2V5DD and Bangladesh country head office is situated at 67 Gulshan
Avenue, Dhaka.

Offshore Banking Unit (OBU)
Offshore Banking Unit (OBU) of the Bank commenced its banking operations in Bangladesh on 16 August
1994 after obtaining banking licence from Bangladesh Bank on 20 December 1993.

Islamic Banking Window

On 18 November 2003, the Bank received permission from Bangladesh Bank to provide Islamic banking
services. The Bank commenced providing such services from 26 February 2004 on Islamic Shariah
principles based banking which is governed by the SCB Shariah Supervisory Committee based in Dubai.

Principal activities of the Bank

SCB offers a comprehensive range of financial services in Bangladesh including retail banking and wealth
management, commercial banking, corporate and institutional banking, financial markets, global trade
and trade services, cash management, securities custodial services, etc. There have been no significant
changes in the nature of the principal activities of the Bank during the financial year under review.

Basis of preparation of Financial Statements

Reporting period & Approval of financial statements
The financial statements cover a calendar year from 1 January 2017 to 31 December 2017. The financial
statements are authorized for issue by management of the Bank on 28 February 2018.

Statement of compliance and basis of preparation

The Financial Reporting Act 2015 (FRA) was enacted in 2015 and the Financial Reporting Council (FRC)
under the FRA is formed in 2017 which, among other things, will issue financial reporting standards for
public interest entities such as banks. The Bank Companies Act 1991 has been amended to require
banks to prepare their financial statements under such financial reporting standards.

The FRC is formed but as such no financial reporting standards have been issued as per the provisions
of the FRA. Hence, the financial statements of the Bank as at and for the year ended 31 December 2017
have been prepared in accordance with Bangladesh Financial Reporting Standards (BFRSs) as adopted
by The Institute of Chartered Accountants of Bangladesh (ICAB) and the requirements of The Bank
Companies Act 1991, the rules and regulations issued by Bangladesh Bank (BB) and the Companies Act
1994. The Securities and Exchange Rules 1987 is not mandatorily applicable for non-listed foreign banks
in Bangladesh. In case any requirement of the Bank Company Act 1991 and provisions and circulars
issued by the central bank (herein after called Bangladesh Bank (BB)) differ with those of BFRS, the
requirements of the Bank Company Act 1991 and provisions and circulars issued by BB shall prevail.
The financial statements of the Bank have been prepared in accordance with the “First Schedule
(sec-38)” of The Bank Companies Act 1991 as amended therein 2007 and 2013, BRPD Circular no. 14
dated 25 June, 2003, other Bangladesh Bank Circulars, International Accounting Standards (IAS) and
International Financial Reporting Standards (IFRS) as adopted by the Institute of Chartered Accountants
of Bangladesh (ICAB) as Bangladesh Accounting Standards (BAS) and Bangladesh Financial Reporting
Standards(BFRS) respectively.

Material departures from the requirements of BAS and BFRS are as follows:

i) Presentation of financial statements

BAS/BFRS: As per BAS 1 financial statements shall comprise statement of financial position,
comprehensive income statement, changes in equity, cash flows statement, adequate notes comprising
summary of accounting policies and other explanatory information. As per para 60 of BAS 1, the entity
shall also present current and non-current assets and liabilities as separate classifications in its statement
of financial position.

Bangladesh Bank: The presentation of the financial statements in prescribed format (i.e. balance sheet,
profit and loss account, cash flows statement, statement of changes in equity, liquidity statement) and
certain disclosures therein are guided by the “First Schedule” (section 38) of The Bank Companies Act
1991 (@mendment up to 2013) and BRPD circular no. 14 dated 25 June 2003 and subsequent guidelines
of Bangladesh Bank. In the prescribed format there is no option to present assets and liabilities under
current and non-current classifications.

Investment in shares and securities

BFRS: As per requirements of Bangladesh Accounting Standards (BAS) 39 Financial Instruments:
Recognition and Measurement, investment in shares and securities generally falls either under at Fair
Value Through Profit and Loss (FVTPL) or under Available For Sale (AFS) where any change in the fair
value (as measured in accordance with BFRS 13 Fair Value Measurement) at the year end is taken to profit
and loss account or revaluation reserve, respectively.

Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003 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 value of
investment.

ili) Revaluation gains / losses on Government securities

BFRS: As per requirement of BAS 39, where securities fall under the category of Held for Trading (HFT),
any change in the fair value of held for trading securities is recognised through profit and loss account.
Securities designated as Held to Maturity (HTM) are measured at amortised cost method and interest
income is recognised in the profit and loss account.

Bangladesh Bank: As per DOS circular no. 05 dated 26 May 2008 and DOS circular no. 05 dated 28 January
2009, HFT securities are revalued on the basis of marking to market and at year end any gains on revaluation
of securities which have not matured as at the balance sheet date are recognised in other reserves as a part
of equity and any losses on revaluation of securities as at the balance sheet date are charged in the profit and
loss account. Interest on HFT securities including amortisation of discount is recognised in the profit and loss
account. HTM securities which have not matured as at the balance sheet date are amortised at the year end
and changes in amortisation are recognised in other reserves as a part of equity.

iv) Repo and reverse repo transactions

V)

BFRS: As per BAS 39 when an entity sells a financial asset and simultaneously enters into an agreement
to repurchase the asset (or a similar asset) at a fixed price on a future date (repo), the arrangement is
treated as a loan and the underlying asset continues to be recognised in the entity’s financial statements.
The difference between selling price and repurchase price will be treated as interest expense. Same rule
applies to the opposite side of the transaction (reverse repo).

Bangladesh Bank: As per DOS Circular letter no. 06 dated 15 July 2010 and subsequent clarification in
DOS circular no. 02 dated 23 January 2013, when a bank sells a financial asset and simultaneously enters
into an agreement to repurchase the asset (or a similar asset) at a fixed price on a future date (repo or
stock lending), the arrangement is accounted for as a normal sale transaction and the financial asset is
derecognised in the seller’s book and recognised in the buyer’s book.

However, as per DMD circular letter no. 07 dated 29 July 2012, non primary dealer banks are eligible to
participate in the Assured Liquidity Support (ALS) programme, whereby such banks may enter
collateralised repo arrangements with Bangladesh Bank. Here the selling bank accounts for the
arrangement as a loan, thereby continuing to recognise the asset.

Provision on loans and advances

BFRS: As per BAS 39, 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 BRPD circular no. 14 dated 23 September 2012, BRPD circular no. 19 dated
27 December 2012, BRPD circular no. 05 dated 29 May 2013, BRPD circular no. 16 dated 18 November
2014, BRPD circular no. 12 dated 20 August 2017 and BRPD circular no. 15 dated 27 September 2017, a
general provision at 0.25% to 5% under different categories of unclassified loans (standard/SMA loans)
has to be maintained regardless of objective evidence of impairment. Also provision for sub-standard
loans, doubtful loans and bad/losses loans has to be provided at 5% to 20%, 5% to 50% and 100%,
respectively for loans and advances depending on the duration of overdue. Again as per BRPD circular
no. 14 dated 23 September 2012, a general provision at 1% is required to be provided for all off-balance
sheet exposures. Such provision policies are not specifically in line with those prescribed by BAS 39.

vi) Recognition of interest in suspense

BFRS: Loans and advances to customers are generally classified as 'loans and receivables' as per BAS
39 and interest income is recognised through effective interest 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 BRPD circular no. 14 dated 23 September 2012, 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 in suspense account, which is presented as liability in the balance sheet.

vii) Other comprehensive income

BFRS: As per BAS 1 Presentation of Financial Statements 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 are to be
followed by all banks. The templates for financial statements issued by Bangladesh Bank do not include
OCI nor are the elements of OCI allowed to be included in a single other comprehensive income
statement. As such the Bank does not prepare the other comprehensive income statement. However,
elements of OCI, if any, are shown in the statements of changes in equity.

viii) Financial instruments - presentation and disclosure

Bangladesh Bank guidelines categorise, recognise, measure and present financial instruments differently
from those prescribed in BAS 32 Financial Instruments: Presentation, BAS 39 and BFRS 7 Financial
Instruments: Disclosures. As such full disclosure and presentation requirements of BFRS 7 and BAS 32
are not made in the financial statements.

ix) Financial guarantees

BFRS: As per BAS 39, financial guarantees are contracts that require an entity to make specified
payments to reimburse the holder for a loss it incurs because a specified debtor fails to make payment
when due in accordance with the terms of a debt instrument. Financial guarantees are recognised initially
at fair value, and the initial fair value is amortised over the life of the financial guarantee. The financial
guarantees is subsequently carried at the higher of this amortised amount and the present value of
any expected payment when a payment under the guarantee has become probable.

Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003, financial guarantees such as
letter of credit, letter of guarantee etc. are reported as off-balance sheet items.

Standard
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Standard Chartered Bank
Offshore Banking Unit, Bangladesh
Notes to the Financial Statements
as at and for the year ended 31 December 2017

Provisions for loans and advances

The Bank assesses its loans and advances for objective evidence of impairment on a regular basis and
particularly at year end. While the primary criteria set out in BRPD circular no. 14 dated 23 September 2012
for determining whether a loan is impaired are objective, based on borrower's ability to make timely
repayments, loans and advances may also be classified based on qualitative judgement. This involves
making assessments regarding the economic environment in which borrowers operate in addition to making
judgements about a borrower's financial condition and net realisable value of any underlying collateral.

Taxation

The estimation of current tax provision involves making judgements regarding admissibility of certain
expenses as well as estimating the amount of other expenses for tax purposes.

In addition, the recognition of deferred tax assets requires the Bank to estimate the extent to which it is
probable that future taxable profits will be available against which the deferred tax assets may be utilised.
Liquidity statement

The liquidity statement of assets and liabilities as on the reporting date has been prepared on the basis of
residual maturity term which has been given in the statement.

Data compilation

All balances of all branches (including Islamic branch) are included in these financial statements except
those of Offshore Banking Unit (OBU) branch.

Significant accounting policies

2.9.1Assets

29.1.1Fixed assets including premises, furniture and fixtures

ltems of fixed assets, other than land, are measured at cost less accumulated depreciation and impairment
losses, as per BAS 16 Property, Plant and Equipment. Cost includes expenditures that are directly
attributable to the acquisition of the asset. Land is carried at cost.

Subsequent costs

The cost of replacing part of an item of fixed assets is recognised in the carrying amount of the item if it is
probable that the future economic benefits embodied within the part will flow to the Bank and its cost can
be measured reliably. The cost of day-to-day servicing of fixed assets are expensed when incurred.

Depreciation

Depreciation on premises other than freehold land, and other fixed assets, is recognised in profit or loss on
a straight line basis over the expected useful life of the assets based on cost. The estimated useful lives and
the rate of depreciation for the current and comparative periods are as follows:

Estimated useful life Rate of depreciation

Freehold premises 50 years 2%

Fixed equipments 3to 15 years 7% - 33%
Computer and office equipments 3 to 7 years 20%
Furniture and fittings 5 years 20%
Motor Vehicle 5 years 20%

Depreciation on additions to fixed assets is charged from the month in which such assets are capitalised,
and adjustments to accumulated depreciation for disposals / write offs are made up to the month in which
the relevant assets are disposed / written off.

Retirement and disposals

An asset is derecognised on disposal or when no future economic benefits are expected from its use. Gains
or losses arising from the retirement or disposal of an asset is determined as the difference between the net
disposal proceeds and the carrying amount of the asset which is recognised as gain or loss from disposal of
asset under other operating income.

29.12Loans and advances to customers

Loans and advances are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market and that the Bank does not intend to sell immediately or in the near term.

Loans and advances are initially measured at fair value, and subsequently measured at amortised cost.
These are stated gross with accumulated specific and general provisions for loans and advances being
shown under other liabilities.

29.1.3Loan write -off

Loans are normally written off, when there is no realistic prospect of recovery and classified as ‘Bad loan’
complying with BRPD circular no. 13 dated 7 November 2013, BRPD circular no. 2 dated 13 January 2003
and DFIM Circular letter no. 11 dated 21 November 2013. Designated unit of the bank (GSAM) monitor loans
written off and legal action taken against the classified customers. The written-off loans do not undermine
or affect the amount claimed against the borrower by the bank. The designated unit of the bank maintains
a separate record for all individual cases of written-off loans. The unit of the bank follows-up on the recovery
efforts of the written-off loans and advances until the full settlement of the claimed amount.

29.14Leases

In accordance with BAS 17 Leases, leases in terms of which the Bank assumes substantially all the risks and
rewards of ownership are classified as finance leases.

When the Bank is a lessee under finance leases, the leased assets are capitalised and included in fixed
assets and the corresponding liability to the lessor is included in other liabilities. A finance lease and its
corresponding liability are recognised initially at the fair value of the asset or, if lower, the present value of
the minimum lease payments. Finance charges payable are recognised as interest expense over the period
of the lease based on the interest rate implicit in the lease so as to give a constant rate of interest on the
remaining balance of the liability.

All other leases are classified as operating leases. When the Bank is the lessee under an operating lease,
leased assets are not recognised in the balance sheet. Rentals payable and paid in advance under operating
leases are accounted for on a straight-line basis over the period of the lease, unless another systematic
basis is more representative of the time pattern of the user’s benefit, and are included in rent expenses.

2.9.2 Liabilities

29.2.1Borrowings from other banks, financial institutions and agents

Borrowings from other banks, financial institutions and agents include both interest-bearing borrowings
against securities from Bangladesh Bank and other banks, vostro accounts balances and call borrowing from
other banks. These items are brought to financial statements at the gross value of the outstanding balance.

29.22Deposits by customers and banks

Deposits are the Bank’s principal source of debt funding. Deposits are initially measured at fair value and
subsequently measured at amortised cost.

29.23Provisions for other assets

BRPD circular no. 14 dated 25 June 2001 requires a provision of 100% on other assets which are
outstanding for one year and above. The Bank maintains provisions in line with this circular unless it
assesses there is no doubt of recovery on items of other assets in which case no provision is kept.

29.24Provisions on nostro accounts

Unsettled debit transactions (as per Bank's book and nostro statements) for more than three months on
nostro accounts are reviewed at each balance sheet date by management and provisions are kept in
accordance with Bangladesh Bank Foreign Exchange Policy Department, circular no. FEPD
(FEMO)/01/2005-677 dated 13 September 2005.

29.25Provisions for liabilities and charges

A provision is recognised if, as a result of a past event, the Bank has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation.

Contingent liabilities are not recognised but disclosed in the financial statements unless the possibility of an
outflow of resources embodying economic benefits is reliably estimated.

29.26Provisions on loans and advances

At each balance sheet date and periodically throughout the year, the Bank reviews Investments and advances
to assess whether objective evidence that impairment of a Investment or portfolio of Investments has arisen
supporting a change in the classification of Investments and advances, which may result in a change in the
provision required in accordance with BRPD circular no. 14 dated 23 September 2012, BRPD circular no. 19
dated 27 December 2012, BRPD circular no. 05 dated 29 May 2013, BRPD circular no. 16 dated 18 November
2014, BRPD circular no. 12 dated 20 August 2017 and BRPD circular no. 15 dated 27 September 2017. The
guidance in the circulars follow a formulaic approach whereby specified rates are applied to the various
categories of Investments as defined in the circular. The provisioning rates are as follows:

2017 2016
General provision on:

Unclassified loans 1.00% 1.00%
Off-balance sheet exposures 1.00% 1.00%

In accordance with BRPD circular no. 05 dated 29 May 2013, the rate of provision on the outstanding
amount of loans kept in the 'Special Mention Account' will be the same as the rates stated above depending
on the types of loans and advances.

Specific provision on:

Substandard loans and advances 20% 20%
Doubtful loans and advances 50% 50%
Bad / loss loans and advances 100% 100%
Substandard and Doubtful Agricultural loans & advances 5% 5%
Bad/loss Agricultural loans and advances 100% 100%

The above rates are the minimum prescribed rates. BRPD circular no. 14 dated 23 September 2012 provides
scope for further provisioning based on qualitative judgements. If the specific provisions assessed under the
qualitative methodology are higher than the specific provisions assessed under the formulaic approach
above, the higher of the two is recognised.

29.2.7Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit &
loss account except to the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity.

Current tax

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or

substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of prior years.

Provision for taxation for the year ended 31 December 2017 has been made on the basis of the provisions
of the Income Tax Ordinance 1984 and the Finance Act 2017-18. Currently the tax rate applicable for banks
is 42.5%.

Deferred tax assets / (liabilities)

As per BAS 12 Income Taxes, deferred tax assets / (liabilities) are calculated using the balance sheet
method, providing for temporary differences between the carrying amount of assets and liabilities and their
tax bases. The tax base of assets is the amount that will be deductible for tax purposes against any taxable
economic benefits that will flow to an entity (in this case, the Bank) when it recovers the carrying amount of
the assets. The tax base of liabilities is their carrying amount, less any amount that will be deductible for tax
purposes in respect of the liabilities in future periods. Deferred tax is measured at the tax rates that are
expected to be applied to temporary differences when they reverse, based on laws that have been enacted
or substantively enacted by the reporting date. Deferred tax is calculated using the tax rates as prescribed
in the Income Tax Ordinance (ITO) 1984 and relevant Statutory Regulatory Orders (SRO) and BRPD circular
no. 11 dated 12 December 2011.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be
available against which the asset can be utilised. Deferred tax assets are reviewed at each reporting date
and are reduced to the extent that it is no longer probable that the related tax benefit will be realised.
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29.28Workers Profit Participation (WPPF)

The bank has sought external legal opinion, whereby it was stated that there is significant ambiguity around
the inclusion of Banking Institutions within the scope of Chapter XV: Workers’ Profit Participation Fund
(WPPF) under the Bangladesh Labour Act, 2006 (the ‘Act’) and the subsequent amendments thereof. As per
the Act and amendments thereof, an employer is required to pay 5% of its net profit (as defined under the
Act) to the 1) Workers’ Participation Fund 2) Workers’ Welfare Fund and 3) Labour Trust Foundation Fund for
further appropriate disbursement of the funds to all members (i.e., ‘Beneficiaries’, as defined under the Act)
as prescribed under the Act.

As per the external legal opinion sought by the Bank, the inclusion of Banks within the scope of the WPPF
under the Bangladesh Labour Act, 2006 is in contradiction with the relevant provisions under The Bank
Companies Act, 1991. These ambiguities are yet to be settled and the Bank is seeking clarifications from
appropriate Authorities. On the basis of the facts currently known and external legal opinions, management
believes that the possibility of a legal obligation for payments out of WPPF is low at the current stage and
hence, no provision has been made for the same.

29.29Good Borrower incentive provisions

As per BRPD circular no. 06 dated 19 March 2015 and BRPD (P-1)/661/13/2016-6924 dated 19 October
2016, good borrower incentive is not applicable on foreign currency loans. Therefore, no provision has been
made in this regard.

29210Employee benefits

Short term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the
related service is provided. A provision is recognised for the amount expected to be paid under performance
bonus plans if the Bank has a present constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably.

Defined contribution plans - Provident fund

The Bank contributes to a locally registered provident fund scheme which is approved by the National Board
of Revenue (NBR) for employees of the Bank eligible to be members of the fund in accordance with the rules
of the provident fund constituted under an irrevocable trust. Obligations for contributions to the provident
fund are recognised as an expense in profit or loss when they are due.

Defined benefit plans - Gratuity fund

The Bank operates a funded gratuity scheme which is of the nature of a defined benefit scheme for its
permanent employees. The fund has been formed under an irrevocable trust deed and is approved by the NBR.
It is managed by a Board of Trustees comprising of employees of the Bank. Gratuity is payable at the rate of
one month's salary last drawn for each completed year of service or any part thereof in excess of six months.
In accordance with the requirements of BAS 19 Employee Benefits, the Bank’s net obligation in respect of
its gratuity fund is calculated by estimating the amount of future benefit that employees have earned in return
for their service in the current and prior periods; discounting the benefit to determine its present value; and
deducting the fair value of any plan assets. The calculation is performed by a qualified actuary using the
Projected Unit Credit method.

The net interest expense (income) on the net defined benefit liability (asset) for the period is determined by
applying discount rate used to measure the defined benefit obligation at the beginning of the annual period
to the then net defined benefit liability / (asset), taking into account any changes in the net defined benefit
liability / (asset) during the period as a result of contributions and benefit payments. Consequently, the net
interest on the net defined benefit liability / (asset) comprises interest cost on defined benefit obligation,
interest income on plan assets, and interest on the effect on the asset ceiling.

Actuarial gains or losses that arise are recognised in equity and presented in the statement of changes in
equity in the period they arise. Past service costs are recognised in the period in which the plan amendment
or curtailment occurs.

2.9.3 Profit and Loss Accounts - Income and Expenses

29.3.1Interest income on conventional banking

Interest income are recognised in the profit and loss account using the effective interest method.

The effective interest rate is the rate that exactly discounts the estimated future receipts through the
expected life of the financial asset or liability (or, where appropriate, a shorter period) to the carrying amount
of the financial asset or liability.

Interest is accrued on a daily basis and applied to customer accounts every month, quarter and at maturity
depending on the product offerings.

In accordance with BRPD circular no. 14 dated 23 September 2012, interest accrued on sub-standard loans
and doubtful loans are credited to Interest Suspense Account which is included within Other liabilities.
Interest from loans and advances ceases to be accrued when they are classified as bad / loss.

29.32Commission and fee income

The Bank earns commission and fee income from a diverse range of financial services provided to its
customers. Commission and fee income is accounted for as follows:

- income earned on the execution of a significant act is recognised as revenue when the act is completed,
- income earned from services provided is recognised as revenue as the services are provided.

29.3.3Exchange income

Exchange income includes all gains and losses from foreign currency transactions.

29.34Interest expense on deposits

Interest expense for all deposits are recognised in the profit and loss account using the effective interest method.

2.9.40thers

29.4.10ffsetting financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount reported in the balance sheet when
there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a
net basis, or realise the asset and settle the liability simultaneously.

294.2Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents include notes and coins on hand and
balances held with other banks and financial institutions and highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of change in value.

29.4.3Materiality and aggregation

5.1

Each material class of similar items has been presented separately in the financial statements. ltems of
dissimilar nature also have been presented separately unless they are immaterial in accordance with BAS 1
‘Presentation of Financial Statements'.

Comparative information

Comparative information including narrative and descriptive one is disclosed in respect of the preceding
period where it is relevant to enhance the understanding of the current period’s financial statements. Certain
comparative amounts in the financial statements are reclassified and rearranged where relevant, to conform
to the current year’s presentation.

New accounting standards

The Bank has consistently applied the accounting policies as set out in Note 2 to all periods presented in
these financial statements. The various amendments to standards, including any consequential
amendments to other standards, with the date of initial application of 1 January 2017 have been considered.
However, these amendments have no material impact on the financial statements of the Bank.

In December 2017, ICAB has decided to adopt IFRS replacing BFRS effective for annual periods beginning
on or after 1 January 2018. However, since currently issued BFRS have been adopted from IFRS without any
major modification, such changes would not have any material impact on financial statements.

A number of standards and amendments to standards are effective for annual periods beginning after 1
January 2017 and earlier application is permitted. However, the Bank has not early applied the following new
standards in preparing these financial statements.

(a) BFRS 9 Financial Instruments (to be adopted as IFRS 9)

BFRS 9, published in July 2014, replaces the existing guidance in BAS 39 Financial Instruments:
Recognition and Measurement. BFRS 9 includes revised guidance on the classification and
measurement of the financial instruments, a new expected credit loss model for calculating impairment
of financial assets, and the new general hedge accounting requirements. It also carries forward the
guidance on recognition and derecognition of financial instruments from BAS 39. BFRS 9 is effective for
annual reporting periods beginning on or after 1 January 2018, with early adoption permitted. As per the
Bank's assessment, any material impact of BFRS 9 would be primarily on calculation of impairment
provision. However, as Bangladesh Bank has not issued any circular to revise its current impairment,
classification and measurement policies to align with BFRS 9 the Bank is unable to quantify any
potential impact on its financial statements.

(b) BFRS 15 Revenue from Contracts with Customers (to be adopted as IFRS 15)

BFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue
is recognised. It replaces existing recognition guidance, including BAS 18 Revenue, BAS 11 Construction
Contracts and BFRI 13 Customer Loyalty Programmes. BFRS 15 is effective for annual reporting periods
beginning on or after 1 January 2018, with early adoption permitted. Based on preliminary assessment the

Bank has determined that BFRS 15 has no material impact on its financial statements.

IFRS 16 Leases

IFRS 16, issued in January 2016 replaces existing leases guidance and effective for reporting period
beginning on or after 1 January 2019. It will result in aimost all leases being recognised on the balance
sheet, as the distinction between operating and finance leases is removed. Under the new standard, an
asset (the right to use the leased item) and a financial liability to pay rentals are recognised. The only
exceptions are short-term and low-value leases. The accounting for lessors will not significantly
change. The Bank has not yet assessed any potential impact of IFRS 16 on its financial statements.

(d) IFRS 17 Insurance Contracts

IFRS 17 was issued in May 2017 and applies to annual reporting periods beginning on or after 1 January
2021. IFRS 17 establishes the principles for the recognition, measurement, presentation and disclosure
of insurance contracts within the scope of the standard. The objective of IFRS 17 is to ensure that an
entity provides relevant information that faithfully represents those contracts. The Bank has not yet
assessed in potential impact of IFRS 17 on its financial statements.

There are no other standards that are not yet effective and that would be expected to have a material
impact on the Bank in the current or future reporting periods and on foreseeable future transactions

2017 2016
Balance with other banks and financial institutions usb Taka usp Taka
In Bangladesh 42,956,620 3,552,512,502 46,434,913  3,654,427,639
Outside Bangladesh 10,128,689 837,642,557 8,704,880 685,074,039
53,085,309 4,390,155,059 55,139,793 4,339,501,678
Inside Bangladesh
Short term deposit account:
Standard Chartered Bank - Onshore, Dhaka 42,956,620 3,552,512,502 46,434,913  3,654,427,639
Outside Bangladesh
Group nostro- current account:
Standard Chartered Bank- London 634,735 52,492,617 223,689 17,604,331
Standard Chartered Bank- Frankfurt 9,489,715 784,799,461 433,336 34,103,523
Standard Chartered Bank- Tokyo 4,238 350,479 2,080 163,696
Standard Chartered Bank- New York - - 8,045,775 633,202,489
10,128,689 837,642,557 8,704,880 685,074,039
Residual maturity
Repayable on demand 10,128,689 837,642,557 8,704,880 685,074,039
Not more than one month 42,956,620 3,552,512,502 46,434,913  3,654,427,639
Over one month but not more than three months - - - -
Over three months but not more than one year - - - -
Over one year but not more than five years - - - -
Over five years = = = °
53,085,309 4,390,155,059 55,139,793 4,339,501,678

6.1

6.2

6.3
6.3.1

()
(b)
(©)

(@)

(b

()

2017 2016
usb Taka usb Taka
Loans, cash credit, overdrafts, etc. - product wise classification
Loans and advances to small and medium enterprises - - - -
Loans and advances to Large enterprises 3,063,421 | | 253,344,882 2,677,488 | 210,718,289
Loans and advances to corporate customers 94,944,806 | | 7,851,935,489| | 104,070,280 | 8,190,331,042
98,008,227 8,105,280,371 106,747,768 8,401,049,331
Loans and ad! to small and medium enterprises - product wise classification
Term loans - - - =
Revolving Loans = = = =
Loans against trust receipts - - - -
Overdraft - - - =
Loans and advances to Large enterprises - product wise classification
Term loans 40,000 3,308,000 328,078 25,819,756
Revolving Loans - - - -
Loans against trust receipts 2,312,219(| 191,220,526 1,901,066 | | 149,613,900
Import Loans 66,829 5,526,782 - -
Overdraft 644,372 53,289,573 448,344 35,284,633
3,063,421 253,344,882 2,677,488 210,718,289
Loans and ad to corporate s - product wise classification
Overdraft 2,145,646 | | 177,444,923 1,113,265 87,613,948
Loans Against Trust Receipts 20,983,567 | [1,735,341,021 29,835,961 | [2,348,090,136
Preshipment Finance - - 93,775 7,380,096
Import Loan 35,451,888 | [2,931,871,121 33,654,305 | [2,648,593,780
Short Term Loan 17,031,639 | | 1,408,516,535 10,572,568 | | 832,061,117
Term Loan 19,332,066 | | 1,598,761,889 28,800,406 | [2,266,591,965
94,944,806 7,851,935,489 104,070,280 8,190,331,042
Loans, cash credit, overdraft, etc. - inside and outside Bangladesh
Inside Bangladesh 98,008,227 8,105,280,371 106,747,768 8,401,049,331
Outside Bangladesh - - - -
98,008,227 8,105,280,371 106,747,768 8,401,049,331
Loans, cash credit, overdraft, etc. - residual maturity grouping
Repayable on demand 3,363,073 278,126,169 5,390,019 424,194,511
Not more than 3 months 50,892,946  4,208,846,623 39,799,944 3,132,255,612
More than 3 months but not more than 1 year 25,882,419  2,140,476,038 32,699,242 2,573,430,367
More than 1 year but not more than 5 years 17,869,789 1,477,831,541 28,660,233 2,255,560,307
More than 5 years = = 198,330 15,608,533
98,008,227 8,105,280,371 106,747,768 8,401,049,331
Loans and advances - significant concentration classification
Customers' group wise classification
Loans and advances to small and medium enterprises - - 88,046 6,929,213
Loans and advances to large
enterprises - product wise classification 8,313,368 687,515,517 7,098,302 558,636,367
Loans and advances to corporate customers 739,513,683 61,157,781,605 710,370,068 55,906,124,329

747,827,051 61,845,297,122

Loans and advances to small and medium enterprises - product wise classification
Term loans

Revolving Loans

Loans against trust receipts
Overdraft

Bill purchased and discounted

717,556,416 56,471,689,909

Loans and advances to large enterprises - product wise classification
Term loans

Revolving Loans

Loans against trust receipts
Import Loan

Overdraft

Bill purchased and discounted

Loans and advances to corporate customers - product wise classification
Overdraft

Loans Against Trust Receipts
Preshipment Finance

Import Loan

Short Term Loan

Term Loan

Bill purchased and discounted

6.3.2 Loans and advances - sector wise classification

(@)
(b)
()

(a)

(b)

()

Loans and advances to Small & Medium Enterprise
Loans and advances to Large Enterprise
Loans and advances to Corporate & Institutional

Loans and advances - sector wise classification-
Small & Medium Enterprise Customers
Agriculture, hunting, forestry and fishing
Manufacturing

Electricity, gas and water

Construction

Commerce / trading

Transport and communications
Community, social and personal services
Financing, insurance and business service
Banks

Loans and advances - sector wise classification-
Large Enterprise Customers

Agriculture, hunting, forestry and fishing
Manufacturing

Electricity, gas and water

Construction

Commerce / trading

Transport and communications
Community, social and personal services
Financing, insurance and business service
Banks

Loans and advances - sector wise classification
Corporate & Institutional Customers
Agriculture, hunting, forestry and fishing
Manufacturing

Electricity, gas and water

Construction

Commerce / trading

Transport and communications
Community, social and personal services
Financing, insurance and business service
Banks

- - 88,046 6929213
. . 88,046 6,929,213

40000 3,308,000 328078  25819,756
2312219 191220526 1901066 149,613,900
66,820 5526782 : .
644372 53,289,573 448344 35084633
5049947 434,170,635 4420814 347,918,078
8,313,368 _ 687515517 7,098,302 _ 558,636,367
2145646 177444923 1113265 87,613,948
20983567 1735341021 29,835,061 2,348,090,136
- - 93,775 7,380,096
35451888 2,931,871,121 33,654,305 2,648,593,780
17,031,639 1408516535 10572568 832,061,117
19,332,066 1598,761,889 28,800,406 2,266,591,965
644,568,877 53,305,846,116 606,299,788 47,715,793,288
730,513,683 61,157,781,605 _ 710,370,068 55,906,124,329
- - 88,046 6929213
8313368 687515517  7,008302 558,636,367
739,513,683 61,157,781,605 710,370,068 55,906,124,329
747,827,051 61,845,297,122 717,556,416 56,471,689,900
- - 88,046|| 6929213

= - 88,046 6,929,213
8,313,368 | 687515517|| 4470751 || 351,848,114
= -|| 2627551 || 206,788,253
8,313,368 _ 687,515517 _ 7,098,302 _ 558,636,367
95,987,200| | 7,938,141,448| | 109,817,131 |8,642,608,192
550440|| 45501,360) |  1,288662|| 97,482,720
2,200,000| | 181,940,000 - -
640,776,043| 52,992,178,797| | 599,314,275] [47,166,083,418
739,513,683 61,157,781,605 _ 710,370,068 55,906,124,329

6.3.3 Loans and advances - geographical location wise classification
Dhaka

747,827,051

61,845,297,122

717,556,416 56,471,689,909

747,827,051

61,845,297,122

717,556,416 56,471,689,909

6.4 Loans and advances - unclassified and classified classification
Unclassified

Standard

Special mention account (SMA)

6.5

Classified
Substandard
Doubtful
Bad/loss

Particulars of loans and advances

)

vi)

vii

Loans considered good in respect of which

the Bank is fully secured;

Loans considered good against which the Bank holds no
security other than the debtor's personal guarantee;
Loans considered good secured by the personal
undertakings of one or more parties in addition to

the personal guarantee of the debtor;

Loans adversely classified; provision not maintained
there against;

Loans due by directors or officers of the Bank or any of

these either separately or jointly with any other persons;

747,827,051| | 61,845,297,122| | 717,556,416 [56,471,689,909
747,827,051 61,845297,122 717,556,416 56,471,689,909
747,827,051 61,845,297,122 717,556,416 56,471,689,909
8,576,344 709,263,656 9,582,590 754,149,854
714,687,278 59,104,637,868 707,973,825 55,717,540,055

Loans due from companies or firms in which the
directors of the Bank have interests as directors,
partners or managing agents or in case of private
companies as members;

Maximum total amount of advance including temporary
advance made at any time during the year to directors
or managers or officers of the Bank or any of them
either separately or jointly with any other person;

Standard
Chartered
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2017 2016 2017 2016 2017 2016
UsD Taka SD Taka

viii) Maximum total amount of advances, including temporary usb Iaka usb Taka usb aka usb Jaka 15 Other expenses
advances granted during the year to the companies or 11.1 Provision for loans and advances and of balance sheet exposures Travelling and transportation 4,065 333,653 864 67,782
firms in which the directors of the Bank have interest 11.1.A Movement in general provision for unclassified Support services 6,991 564,991 2,812 220,947
as directors, partners or managing agents or in the case loans and advances Subscription 116 9,37 272 21,332
of private companies as members; - - - - .

. . . Opening balance 8.233.270 5043175 466,539,244 Entert.ammen.t 833 67,027 1,929 151,366

ix) Due from banking companies 640,776,043 52,992,178,797 599,314,275 47,166,033,418 Provision charged / (released) during the year 650,400 53,788,041 2313.453| | 182,068,742 IS(-icurltty selrwces 6,;?; 432,2;3 g,gig 4112(5],;;‘.:

- L ) nterest on leases | , !

x)  Classified loans for which interest has not been charged: Provision on off-balance sheet exposures Computer expenses o1 1632 285 69,374

a) Increase / decrease of provision (specific) - - - - charged / (released) during the year 266,475 22,037,443 (8.255) (649,657 Sundry expenses 21,501 1,746,095 21,997 1,726,324
Amount of loans written off o 5 E 2 Charge in profit and loss account 916,874 75,825,484 2,305,198 181,419,085 40,630 3,206,149 36,744 2,883,429
Amount realised against loan previously written off - - - - Translation adjustments (398,223) - (15,103) -

b) Provision against the loan classified as bad / loss Total General provisions 8751920 _ 723783813 _ 8233270 _ 647,958,320 16 Cash and cash equivalents _
on the date of preparing the balance sheet 1 83 1 79 HABM f ifi ision for bad and Cash in hand (including foreign currencies) i § § -

i i ol B SRecHic PIoviSonionbacian Balance with Bangladesh Bank and its agent banks - - - -
) AT G TS5 R T s e E = s 2 doubtful debts Balance with other banks and financial institutions 53085300 4390155059  55139,793 4,339,501,678
xj) Loans written off: Opilig s L i 1 % 53,085,300 4,390,155,059 __ 55,139,793 4,339,501,678
i | B _ Provision made during the year | | | -| | | | - |
Current year ) ; 17  Related party transactions
Cumulative to-date 42,529 3,517,141 44,690 3,517,141 Recovery against fully provided loans - = o -
. . ) Net charge in profit and loss account - - - - 17.1 Related parties

The amount of written offloan for which law suit has been filed = = z = Fully provided loan wiitten ot The related parties of the off-shore banking unit include Standard Chartered (SC Pic), other SCB group entities including SCB

p ; ) B : ) Bangladesh Branches onshore banking unit, key management personnel of SC Plc and the Bank as well as their close family members
i B_'"s pur.chased ane .dlscounted Recovery of loans previously written-off = = = = ¢ . o / ¢ P /

(i) Inside and vout5|de Bangladesh Translation increase / (decrease) _ 4 _ _ 17.2 Tr with key personnel . ‘ .
Repayable in Bangladesh 649,818,824 53,740,016,751 610,808,648 48,070,640,578 Total specific provisions 1 83 1 79 The key management personnel of the Bank for the purposes of BAS 24 are defined as those persons having authority and
Repayable outside Bangladesh - - - - responsibility for planning, directing and controlling the Bank. SCB offshore banking unit, not being incorporated locally, operate

Total provisions 8,751,921 _ 723,783,896 8,233,271 _ 647,958,407 in Bangladesh under the banking licence issued by Bangladesh Bank and therefore for this Bank the key management personnel,
R SR, R, ST L . X - who do qualify as related party under BAS 24, refer to SCB officials located outside Bangladesh.

(i) Bill discounted & purchased - product wise classification 1111 Adequacy of provision vis a vis provision required to be maintained There were no transactions between the Bank and the key management personnel in 2017 (2016 - nil.

(@) Product wise classification - General provision Base for provision

) . 2017 only 17.3 Transactions with group entities other than the SCB Bangladesh on-shore banking unit
Small & Medium Enterprise Customers - - 88,046 6,929,213 ] . . . s . e
On off balance sheet exposures-@ 1% 10,533,084,211 1,273,650 105,330,842 1,058,366 83,293,399 The bank provides and receives certain banking and financial services to / from entities within the Group. As at the year end the
(b) Product wise classification- O [ i S balances with these entities is disclosed in Notes - 5 and 9.
Large Enterprise Customers - - 4,420,814 347,918,078 i i H i i
geETe (excluding SMA) - at various rates 61845207,122 7478271 618452971  7,174904 564,664,930 17.4 Transactions with the on-shore banking urit : .
(c) Product wise classification- Qe et ts @ 5% (Nil Transactions with the on-shore banking unit comprise of inter-unit fund transfers in the normal course of business as well as the
Corporate & Institutional Customers 649.818.824 53740016751  606,299.788 47.715.793.088 pec alipentoniaccotiis 6 (Nil) B _ _ _ _ defrayal of certain expenses by the on-shore banking unit on behalf of the OBU. These include income taxes paid by the Bank
T LAY IEEED o/ O 8,751,920 _ 723,783,813 8233270 _ 647,958,329 on behalf of the OBU as well as expenses incurred for administrative purposes. The year end balances of transactions with OBU
649,818,824 53,740,016,751 __ 610,808,648 48,070,640,578 o are disclosed in Notes - 5, 9:and 11,
. o Specific provision
@ sl.oans&and advances - s_ect%r wise classification- On sub-standard loans and advances @ 20% = = - S 18  Contingencies
ma!l .Medlun? ;nterpnse ISER On doubtful loans and advances @ 50% - - 5 - There are no material contingent liabilities at the year end, other than those disclosed as off balance sheet ltems on the balance shee
i E g ) ] - . On bad / loss loans and advances - @ 100% - - - -
Bank - Credit Bill Negotiation - - 88,046|| 6929213 5 19 General
Export bill discounting / outward Bil - - - - - - - - i in forei i i .
Eian Inlvoif:?-'lijr?a:cge outward bl ) ] . ) Total provision required to be maintained 8751920 723783813 8233270 647,958,320 19.1 The assets and liabilities as at 31 December 2017 in foreign currencies have been converted to BDT at the following rates:
Import Invoice Finance ) 1 . . Total provision maintained 8,751,921 723,783,896 8233271 647,958,407 2017 2016
> Excess / (deficit) provision at 31 December 1 82 1 79 Taka Taka
- - 88,046 6,929,213 USD 1 = 82.7 78.7

(b) Loans and advances - Product wise classification- 112 Provision for income tax EURY = 98,6694 E24107
Large Enterprise Customers Opening balance 9,214,521 725,182,801 9,058,894 711,123,185 JPY 1 = 0.7327 0.6764
Credit Bill Negofiation 3 17 1s67.602] [ 123370245 Provision made during the year 0083200 825610630 9215428 725254182 gg; | - Pty P
Bank - Credit Bill Negotiation - - 2,853,213 | 224,547,832 Amount paid during the year (9,214,521)  (725,182,801)  (9,036,780) (711,194,565) AUD 1 = 64.444 56.8017
Export bill discounting / outward Bill - - - - Translation increase / decrease (907) (75,009) (23,021) 5 CAD 1 = 65.5387 58.2769
Export Invoice Finance - d = = Closing balance 9,082,203 825,535,621 9,214,521 725,182,801 ”% 1 = ]gg;ﬁ ?g?ig
Import Invoice Finance = = = = 12 Interest income DKK 1 - 13i2521 11.6843

- o 120510 WSH7915,078 Term loans 1807073 147145218 1693645 132,017,152 SEK 1 = 10017 86126

(c) Loans and advances - Product wise classification- Revolving loans 51,599 4,165,325 24,918 1,955,708 aAYFI{R11 = gigsgg ggggsg

Corporate & Institutional Customers Loans against trust receipts 1,576,096 127,465,340 1,603,683 125,833,873 = 4 “
Credit Bill Negotiation 8,364,802 [ 691,769,130 6,960,809 [ 547,815,645 Overdraft 99,533 8,111,814 154712 12,139,132 19.2 Figures of previous year have been rearranged whenever considered necessary to conform to current year's presentation.
Eankr; fﬁfﬂ“ Bil nNt%go;uamtm e 632,4111 ; 53; 52?22333222 58;323322 4623:?;?‘;2? Bills dis?ounted and purchased 25,410,739 2,060,779,478 22,727,818 1,783,479,503 195 I Figures Eppearnglin iness ceaunts have bear roundedloft 10 (e neerest nteger
xport bi .ISCO.U ing / outward Bi ,115, ,970, ,099, W11y Export finance 336,734 27,269,943 345,493 27,113,308 o .
Export Invo!ce F!nance 5508,874| | 455,583,911 5,205,090 | 409,640,608 Bank placement 375602 30,525,084 122,348 9,603,200 20 :}g:l!lg:ts on ;he over;" aéﬁIYI!IeSf e Bank have bean furnshed I A .
Import Invoice Finance 1,418,184 117,283,777 1,229,924 96,795,010 20,657,376 2,405,462,202 26,672,618 2,003,041,876 ighlights on the overall activities of the Bank have been furnished in Annexure - C.
649,818,824 53740016751 _ 606,299,788 47,715,793,288 ) ) 21 Events after the balance sheet date

i ity wi B e EEEE R EEEEE There are no material events that had occurred after reporting period to the date of issue of these financial statements, which

L iy WIS-e ; Money market deposits 7786273 652,406,229 4,265,792 333,978,890 could affect the figures stated in the financliJaI statementsp. . ! Y
Foiepayable within 1 month 15,650,954 1,294,333880 14,267,533 1,122,854,868 Fixed deposits 47,709 3,049,268 27,949 2,199,042

ver 1 month but less than 3 months 428,585,301 35,444,004,365 371,412,293 29,230,147,451 7,833,082 636,355,517 4,283,741 336,177,032
Over 3 months but less than 6 months 205,582,570 17,001,678,505 225,128,822 17,717,638,259 -C',-
B AT O e - - — - " gomm.'ss.'on’ GEIES a".d bmkerage, VNaser Ezaz Bijoy Mohammod Masud Rana FCA
649,818,824 53,740,016,751 610,808,648 48,070,640,578 ommission and exchange income (loss) 1,962,926 193,267,901 1,839,285 149,840,739 Chief Executive Officer, Bangladesh Chief Financial Officer, Bangladesh
1,962,926 193,267,901 1,839,285 149,840,739
8  Otherassets - _ _ = Dhaka, 28 February 2018

Stationery, stamps, printing materials in stock 6,028 498,611 19,082 1,501,748 *Commission and exchange income (loss) include commission income of Tk 156,181,685 (2016: Tk 144,333,093).

Interest receivable - loans and advances 7,704,863 637,192,183 6,839,084 538,235,883

Interest receivable - SCB Branches 6,930 573,088 786 61,828 . . ge

Suspense account - - = 5 LIQUIdIty Statement

Commission receivable - - - -

Annexure - A

Security deposits 4,795 396,547 4,795 377,367 Standard Chartered Bank

e - - - - Offshore Banking Unit, Bangladesh

7,122,616 638,660,429 6,863,747 540,176,826 Liquidity Stat t
iquiar atemen
8.1 Other assets which are not capable of q R ty a a

earning income (non interest bearing other assets) (Asset and Liability Maturity Analysis)

Interest receivable - loans and advances 7,704,863 637,192,183 6,839,084 538,235,883 as at 31 December 2017

Interest receivable - SCB Branches 6,930 573,088 786 61,828 = = = = = = — =

S — ) ) R ) Maturity Maturity within Maturity within Maturity within Maturity Total

Stust")e i i materls n stook 6008 - 10080 501748 Particulars up to 1 month 1 to 3 months 3 to 12 months 1to 5 years over 5 years

oot e ot i I USD |  Taka USD | Taka USD | Taka usD | Taka USD | Taka USD | Taka

Security deposits 4795 396,547 479 377,367 fAssets]

7,722,616 638,660,429 6,863,747 540,176,826 Cashin hand - - - - - - - - - - - -
9 Borrowings from other banks, financial institutions and agents Balance with other banks
Money market deposits (Note 9.1) 056015212 21337858013  254.472.868 20,027 014.726 and financial institutions 10,128,689 837,642,557 42,956,620  8,552,512,502 - - - - - - 53,085,309  4,390,155,059
Other deposits (Vostro account) (Note 9.2) 360,401,738 29,805,223,725 394,235,750 31,026,353,500 Money at call and
618,416,950 51,143,081,738 648,708,618 51,053,368,226 short notice = = = = = = = = & & = =
9.1 Money market deposits Investment - - - - - - - - - - - -

() Money market deposits - Call - - - -

(b) Money market deposits - Term Loans and advances 19,014,027 1,672,460,049 479,478,247  39,652,850,989 231,464,988 19,142,154,543 17,869,789 1,477,831,541 - - 747,827,051 61,845,297,122
Pubali Bank Ltd - Dhaka o = - - Fi includi
Nepal Rastra Bank KTM 178,204,757 14,744,976,444 175,823,425 13,837,303,530 e assefts ",‘tc g,

Royal Monetary Authority of Bhutan 79,720,454 6592,881570 78,649,443 6,189,711,196 gr']fj”;i'ifusr'es‘””' ure ) ) ) ) ) ) ) ) ) ) ) )

258,015,212 21,337,858,013 254,472,868 20,027,014,726
92 Other deposits Vostro account) Other assets 7,722,617 638,660,428 - - - - - - - - 7,722,617 638,660,428

) EEp Vi Non-banking assets = = = = = = = = = = = =
StEnete gtz - O, D PR DRSSO AT el R 1T Total assets 36,865,333 3,048,763,004 | 522434867  43,205363,491 | 231464,988  19,142,154,543 | 17,869,789  1,477,831,541 : — | 808634977 66,874,112,609
Standard Chartered Bank - London 127,213,710 10,520,573,800 103,141,450 8,117,232,100
Standard Chartered Bank-Tokyo - - - - Liabilities
Standard Chartered Bank-New York 994,928 82,280,525 Borrowings from other

360,401,738 29,805,223,725 394,235,750 31,026,353,500 9 ) .
BN Vi banks and financial
{2 e @l Vg - - - ~ institutions 239,153,530 19,777,996,925 337,566,232  27,916,727,415 41,697,187 3,448,357,398 - - - - 618,416,950 51,143,081,738
360,401,738 29,805,223,725 394,235,750 31,026,353,500
9.3 Borrowings from other banks, financial institutions Deposits and other

e e A e ey S accounts 51,652,858 4,271,691,361 3,211,421 265,584,535 - - - - 822941 68057203 |  55687,220 4,605,333,098

(l) Insidle Bangladesh 232,193,100 19,202,369,400 291,094,300 22,909,121,400 it @) Gy

{ijCUtside Eangladeshy 586,223,849) 31.540,712,858) 857,614,315 28, 144.246,596 liabilties 91,810502  7,597,066,033 - - 42720306 3,528,631,739 - - - - | 134530808 11,125697,772

618,416,950 51,143,081,738 _ 648,708,618 51,053,368,226 (e st
94 Classification under secured / unsecured borrowing Total liabilities 382,616,890  31,646,754,319 340,777,654  28,182,311,950 84,417,493  6,976,989,137 - = 822,941 68,057,203 | 808,634,978 66,874,112,609
() Secured 360,401,738 29,805,223,725 394,235,750 31,026,353,500 -
{i) Unsecured 258,015,212 21.337,858,013 254,472,868 20,027,014.726 Net liquidity gap (345,751,557)  (28,597,991,286) 181,657,213  15,023,051,541 147,047,495 12,165,165,406 17,869,789 1,477,831,541 (822,941) (68,057,203) 0) 0)
618,416,950 51,143,081,738 648,708,618 51,053,368,226
95 Residual Maturity - wise classification Balance with other banks and financial institutions

Payable on demand 994,928 82,280,525 - -

Payable within 1 month 238,158,602 19,695,716,400 366,094,300 28,811,621,400 Standard Chartered Bank Annexure - B

Payable within 1 to 3 months 337,566,232 27,916,727,415 226,472,191 17,823,361,436 Offshore Banking Unit, Bangladesh

Payable within 3 to 12 months 41,697,187 3,448,357,398 56,142,127 4,418,385,389 ; . . ) )

Payable within 1 to 5 years § : ) B Balance with other banks and financial institutions

Payable over 5 years - - E - as at 31 December 2017

618,416,950 51,143,081,738 648,708,618 51,053,368,226 31-Dec-17 31-Dec-16
i Particulars Currency . - _ i
10 Deposits and other accounts name Foreign Exchange Equivalent Foreign Exchange Equivalent

Current and other accounts 52,087,057 4,324,139,637 37,500,303 2,951,982,178 currency rate local currency currency rate local currency

Term deposits 3211421 265,584,535 3,176,000 249,951,200 Standard Chartered Bank - DBU Dhaka USsD 42,956,620 82.70 3,552,512,502 46,434,913 78.70 3,654,427,639

Other deposits 188,742 15,608,926 178,744 14,067,131 Standard Chartered Bank- London GBP 471,975 111.22 52,492,617 182,384 96.52 17,604,331

55,687,220 4,605333,008 40,864,047 3,216,000,509 Standard Chartered Bank- Frankfut EUR 7,953,828 98.67 784,799,461 413,824 82.41 34,103,523
101 Residual maturt ing of deposits and Standard Chartered Bank- Tokyo JPY 478,339 0.73 350,479 242,011 0.68 163,696
: o;if:;’::ﬂ;‘;‘:gf;;”ﬁ":ﬁ gan:';‘;sp':sﬁ)" Standard Chartered Bank- New York usD - 82.70 - 8,045,775 78.70 633,202,489

Payable on demand 51,652,858 4,271,691,361 36,763,085 2,893,254,770 Total 4,390,155,059 4,339,501,678

Payable within 1 month - - - -

Payable within more than 1 month but less than 6 months 3,211,421 265,584,535 3,176,000 249,951,200 F| na ncia | nghllghts

Payable within more than 6 months but less than 1 year - - - -

Payable within more than 1 year but within 5 years 822,941 68,057,203 924,962 72,794,539 Sta ndard Cha rtered Bank Annexure - C

Payable within more than 5 years but within 10 years = = = = - ;

55,687,220 4,605,333,098 40,864,047 3,216,000,509 Offshore Banki ng Unlt’ Ba ng ladesh
11  Other liabilities Financial nghllghts 2017

Interest payable 996,987 86,788,320 1,191,913 93,803,529

Interest received in advance - - - = Sl. Particulars 2017 20106

Tax deducted at source 387,642 27,922,997 281,644 22165413 usb Taka usD Taka

General Provision (Note - 11.1.4) 8751920 723783813 8233271 647,958,320 1 Total assets 808,634,976 66,874,112,610 779,559,956 61,351,368,413

Specific Provision for loans and advances (Note -11.1.B) 1 83 1 79 2 Total deposits 55,687,220 4,605,333,008 40,864,047 3,216,000,509

Suspense acoount 196,146 16.921.300 206344  16.239297 3 Total loans and advances 747,827,051 61,845,297,122 717,556,416 56,471,689,909

e el e s i s 67 155'910 5 553y7931680 " 909'333 3 062!164’519 4 Total contingent liabilities and commitments 127,364,984 10,533,084,211 105,836,592 8,329,339,850

Incoma tax provision (Note = 1112) 9Y982’293 ’825’535’621 9’214'521 Y725y182’801 5 Percentage of classified loans against total loans and advances 0% 0% 0% 0%

VAT payable ’ o 18 ’ 11489 o % ’ 2’833 6 Net profit after tax 12,642,255 1,041,177,134 12,467,935 981,226,247

UnanFq)oZtise d Fees / Costs ) T ) o 7 Amount of classified loans during current year - - - -

Disputed t it remitt 4371415 361491196 4371115 344006737 8 Provisions kept against classified loans 1 83 1 79

Susp: eC a;ton prCchu rterMm ancie ,371, 491, 1371, ,006, 9 Provision surplus / deficit 1 8> ] =

iz 7 GrEan e GG EIE - . - - 10 Interest expenses 7,833,982 636,355,517 4,283,741 336,177,932

Others 18470 B ,527,927 25282 1,989,849 11 Interest bearing assets 790,783,671 65,397,809,624 763,991,329 60,126,117,548

91,810,503 7,597,066,085 __ 62,433,460 4,913,513,386 12 Non-interest bearing assets 17,851,305 1,476,302,986 15,568,627 1,225,250,865
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Financial Statements 2017

Independent Auditor's Report

Independent Auditors' Report to the Management of
Standard Chartered Bank
Saadiq Branch

Report on the Financial Statements

We have audited the accompanying financial statements of Standard Chartered Bank, Saadiq Branch (“the
Bank") which comprise the balance sheet as at 31 December 2017, and the profit and loss account, cash flow
statement and statement of changes in equity 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 2.2, 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 Companies 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 self-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 our judgement, including the assessment of the risks
of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, we consider 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 present fairly, in all material respects, the financial position of the Bank

as at 31 December 2017, 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 2.2.

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:

(@ 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 consider-
ing 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 Controls section:

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

i) nothing has come to our attention regarding material instances of forgery or irregularity or administra-
tive error and exception or anything detrimental committed by employees of the Bank;

(c) 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;

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

(e) 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;

(f) adequate provisions have been made for investments which are, in our opinion, doubtful of recovery;

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

(h) the information and explanation required by us have been received and found satisfactory; and
(i) we have reviewed over 80% of the risk weighted assets of the Bank and we have spent around 200 person

hours for the audit of the books and accounts of the Bank.

M. J. ABEDIN & CO
Chartered Accountants

Balance Sheet

Standard Chartered Bank
Saadiq Branch

Balance Sheet
as at 31 December 2017

Dhaka, 28 February 2018

Notes 2017 2016
Taka Taka
PROPERTY AND ASSETS
Cash 5
Cash in hand (including foreign currencies) 3,644,759 1,863,702
Balance with Bangladesh Bank and its agent banks
(including foreign currencies) 2,800,000,000 1,127,148,050
2,803,644,759 1,129,011,752
Balance with other banks and financial institutions
In Bangladesh = =
Outside Bangladesh - -
Placements with banks and other financial institutions - =
Investments in shares and securities 6
Government securities 700,000,000 =
Other investments - -
700,000,000 -
Investments 7
General investments etc. 11,578,987,905 6,990,740,602
Bills purchased and discounted - -
11,573,987,905 6,990,740,602
Fixed assets including premises 8 - 25,345
Other assets 3,924,509,488 1,463,176,291
Non-banking assets - -
Total assets 19,002,142,152 9,582,953,990
LIABILITIES AND CAPITAL
Liabilities
Placement from banks and other financial institutions - =
Deposits and other accounts 10
Current accounts (Quard) 938,211,981 696,146,955
Mudaraba savings deposits 6,170,553,448 5,479,944,124
Mudaraba term deposits 7,612,757,614 1,855,402,920
Short term deposits 211,064,443 63,906,588
Other deposits 12,123,624 804,945
14,944,711,110 8,096,205,532
Other liabilities 1 4,057,431,042 1,486,748,458
Total liabilities 19,002,142,152 9,582,953,990
Equity
Paid up capital - -
Statutory reserve -
Other reserve -
Retained earnings - -
Total equity - -
Total liabilities and equity 19,002,142,152 9,582,953,990

OFF-BALANCE SHEET ITEMS
Contingent liabilities
Acceptances and endorsements
Irrevocable letters of credit

2,881,995,351 1,208,422,446
2,958,458,000 1,454,106,807
5,840,453,351 2,662,529,253

5,840,453,351

Other commitments

Total off-balance sheet items 2,662,529,253

The annexed notes 1 to 24 form an integral part of these financial statements.
'e -

L m
Naser Ezaz Bijoy
Chief Executive Officer, Bangladesh

Mohammod Masud Rana FCA
Chief Financial Officer, Bangladesh

As per our report of.same date.

M. J. ABEDIN & CO
Chartered Accountants

Dhaka, 28 February 2018
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Standard Chartered Bank
Saadiq Branch

Profit and Loss Account
for the year ended 31 December 2017

2017 2016
Notes Taka Taka

Investment income 12 861,563,873 582,406,610
Profit paid on deposits 13 315,941,022 105,343,110
Net investment income 545,622,851 477,063,500
Income / (Loss) from investments in shares and securities 14 9,193,207 (1,805,242)
Commission, exchange and brokerage 15 312,355,346 204,705,584
Other operating income - -

321,548,553 202,900,342
Total operating income 867,171,404 679,963,842
Salary and allowances 7,064,008 2,083,699
Rent, taxes, insurances, electricity etc. 16 5,392,851 4,866,725
Legal expenses 31,129 34,737
Postage, stamps and telecommunication etc. 17 103,387 145,206
Stationery, printing and advertisement etc. 18 384,963 308,564
Repair, maintenance and depreciation 19 1,935,914 3,048,020
Other operating expenses 20 2,770,081 1,801,653
Total operating expenses 17,682,333 12,288,604
Profit/(loss) before provision 849,489,071 667,675,238
Provision for investments and off balance sheet exposures 11.1 101,198,674 31,987,946
Other provisions - -
Total provision 101,198,674 31,987,946
Total profit/(loss) before tax 748,290,397 635,687,292
Provision for income tax 1.3 361,032,855 283,761,977
Net profit/(loss) after tax for the year 387,257,542 351,925,315

The annexed notes 1 to 24 form an integral part of these financial statements.

z<

Mohammod Masud Rana FCA
Chief Financial Officer, Bangladesh

Naser Ezaz Bijoy
Chief Executive Officer, Bangladesh

As per our report of.same date.

M. J. ABEDIN & CO
Chartered Accountants

Dhaka, 28 February 2018

Cash Flow Statement

Standard Chartered Bank
Saadiq Branch

Cash Flow Statement
for the year ended 31 December 2017

2017 2016
Taka Taka

A. Cash flows from operating activities
Investment income 843,421,970 585,383,141
Profit paid on deposits (109,425,698) (93,963,408)
Commission, exchange and brokerage received 287,758,434 217,655,162
Cash paid to employees (7,064,008) (2,083,699)
Cash paid to suppliers (13,487,295) (9,186,156)
Income tax paid (283,761,977) (289,167,068)

Operating profit before changes in
operating assets and liabilities

717,441,425 408,637,972

Increase/decrease in operating assets and liabilities
General investments (4,681,104,596) (1,166,165,845)
Investments to customers = =

Other assets (2,404,258,957) (151,278,551)
Investments to other banks and financial institutions - -
Deposits received from customers 6,848,505,577 1,243,720,407

Deposits from other banks and financial institutions - -

Other liabilities 2,281,302,100 122,898,004

Net cash receipt/(payment) from changes

in operating assets and liabilities 2,044,449,123 49,174,015

Net cash from operating activities 2,761,890,549 457,811,987
B. Cash flow from investing activities

Income from investments - 498,697

Investment in Islamic bond (700,000,000) -

Proceeds from disposal of fixed assets - -

Purchase of fixed assets - -

Net cash used in investing activities (700,000,000) 498,697
C. Cash flow from financing activities

Profit transferred to Onshore Banking Unit [ @87,257,542)] [ (351,925317)]

Net cash flow from financing activities (387,257,542) (351,925,317)

D. Netincrease/(decrease) in cash and cash equivalents (A+B+C) 1,674,633,007 106,385,367

E. Effect of exchange rate changes on cash and cash equivalents - -
1,129,011,752

F.  Opening cash and cash equivalents 1,022,626,385

G. Closing cash and cash equivalents (D+E+F) (Note 21)

Statement of Changes in Equity

Standard Chartered Bank
Saadiq Branch

Statement of Changes in Equity
for the year ended 31 December 2017

2,803,644,759 1,129,011,752

Amount in Taka
i . Retained
Particulars Capital Other reserve Raraings Total

Balance as at 01 January 2017 - - - -
Net profit for the year 2017 = = 387,257,542 387,257,542
Profit transferred to Dhaka

Onshore Banking Unit - - (387,257,542) (387,257,542)
Balance as at 31 December 2017 - - - -
Balance as at 01 January 2016 - - - -
Net profit for the year 2016 - - 351,925,315 351,925,315
Profit transferred to Dhaka

Onshore Banking Unit - - (851,925,315) (351,925,315)
Balance as at 31 December 2016 - - - -

Notes to the Financial Statements
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2.0
21

22

Standard Chartered Bank
Saadiq Branch
Notes to the Financial Statements
As at and for the year ended 31 December 2017

The Bank and its activities

Name of the bank

Standard Chartered Bank (SCB), Bangladesh Branches (‘the bank’) commenced its Islamic banking window in
Bangladesh on 26 February 2004 based on Islamic Shariah principles which is governed by the SCB Shariah
Supervisory Committee based in Dubai.

Standard Chartered Bank (SCB), Bangladesh Branches (‘the bank’) commenced its banking operations in
Bangladesh in 1948 after obtaining licence from the Central Bank of Bangladesh. SCB is incorporated in England
with limited liability by Royal Charter 1853. The head office of the bank is situated in England at 1 Basinghall
Avenue, London EC2V5DD and Bangladesh country head office is situated at 67 Gulshan Avenue, Dhaka.

Principal activities of the Bank

SCB offers a comprehensive range of financial services in Bangladesh including retail banking and wealth
management, commercial banking, corporate and institutional banking, financial markets, global trade and
trade services, cash management, etc. There have been no significant changes in the nature of the principal
activities of the Bank during the financial year under review.

Basis of preparation of Financial Statements

Reporting period & Approval of financial statements

The financial statements cover a calendar year from 1 January 2017 to 31 December 2017. The financial
statements are authorized for issue by management of the Bank on 28 February 2018.

Statement of compliance and basis of preparation

The Financial Reporting Act 2015 (FRA) was enacted in 2015 and the Financial Reporting Council (FRC) under
the FRA is formed in 2017 which, among other things, will issue financial reporting standards for public profit
entities such as banks. The Bank Companies Act 1991 has been amended to require banks to prepare their
financial statements under such financial reporting standards.

The FRC is formed but as such no financial reporting standards have been issued as per the provisions of the
FRA. Hence, the financial statements of the Bank as at and for the year ended 31 December 2017 have been
prepared in accordance with Bangladesh Financial Reporting Standards (BFRSs) as adopted by The Institute of
Chartered Accountants of Bangladesh (ICAB) and the requirements of The Bank Companies Act 1991, the rules
and regulations issued by Bangladesh Bank (BB) and The Companies Act 1994. The Securities and Exchange
Rules 1987 is not mandatorily applicable for non-listed foreign banks in Bangladesh. In case any requirement of
The Bank Companies Act 1991 and provisions and circulars issued by the central bank (herein after called
Bangladesh Bank (BB)) differ with those of BFRS, the requirements of The Bank Companies Act 1991 and
provisions and circulars issued by BB shall prevail.

The financial statements of the Bank have been prepared in accordance with the “First Schedule (sec-38)” of
The Bank Companies Act 1991 as amended therein 2007 and 2013, BRPD Circular no. 14 dated 25 June, 2003,
other Bangladesh Bank Circulars, International Accounting Standards (IAS) and International Financial
Reporting Standards (IFRS) as adopted by the Institute of Chartered Accountants of Bangladesh (ICAB) as
Bangladesh Accounting Standards (BAS) and Bangladesh Financial Reporting Standards(BFRS) respectively.

Material departures from the requirements of BAS and BFRS are as follows:

i)

i)

iv)

v,

Vi

vii)

Presentation of financial statements

BAS/BFRS: As per BAS 1 financial statements shall comprise statement of financial position,
comprehensive income statement, changes in equity, cash flows statement, adequate notes comprising
summary of accounting policies and other explanatory information. As per para 60 of BAS 1, the entity shall
also present current and non-current assets and liabilities as separate classifications in its statement of
financial position.

Bangladesh Bank: The presentation of the financial statements in prescribed format (i.e. balance sheet,
profit and loss account, cash flows statement, statement of changes in equity, liquidity statement) and
certain disclosures therein are guided by the “First Schedule” (section 38) of The Bank Companies Act 1991
(amendment up to 2013) and BRPD circular no. 14 dated 25 June 2003 and subsequent guidelines of
Bangladesh Bank. In the prescribed format there is no option to present assets and liabilities under current
and non-current classifications.

Investment in shares and securities

BFRS: As per requirements of Bangladesh Accounting Standards (BAS) 39 Financial Instruments:
Recognition and Measurement, investment in shares and securities generally falls either under at Fair Value
Through Profit and Loss (FVTPL) or under Available For Sale (AFS) where any change in the fair value (as
measured in accordance with BFRS 13 Fair Value Measurement) at the year end is taken to profit and loss
account or revaluation reserve, respectively.

Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003 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 value of investment.

Revaluation gains / losses on Government securities

BFRS: As per requirement of BAS 39, where securities fall under the category of Held for Trading (HFT), any
change in the fair value of held for trading securities is recognised through profit and loss account.
Securities designated as Held to Maturity (HTM) are measured at amortised cost method and interest
income is recognised in the profit and loss account.

Bangladesh Bank: As per DOS circular no. 05 dated 26 May 2008 and DOS circular no. 05 dated 28 January
2009, HFT securities are revalued on the basis of marking to market and at year end any gains on revaluation
of securities which have not matured as at the balance sheet date are recognised in other reserves as a part
of equity and any losses on revaluation of securities as at the balance sheet date are charged in the profit and
loss account. Interest on HFT securities including amortisation of discount is recognised in the profit and loss
account. HTM securities which have not matured as at the balance sheet date are amortised at the year end
and changes in amortisation are recognised in other reserves as a part of equity.

Repo and reverse repo transactions

BFRS: As per BAS 39 when an entity sells a financial asset and simultaneously enters into an agreement to
repurchase the asset (or a similar asset) at a fixed price on a future date (repo), the arrangement is treated
as ainvestment and the underlying asset continues to be recognised in the entity’s financial statements. The
difference between selling price and repurchase price will be treated as interest expense. Same rule applies
to the opposite side of the transaction (reverse repo).

Bangladesh Bank: As per DOS Circular letter no. 06 dated 15 July 2010 and subsequent clarification in
DOS circular no. 02 dated 23 January 2013, when a bank sells a financial asset and simultaneously enters
into an agreement to repurchase the asset (or a similar asset) at a fixed price on a future date (repo or stock
lending), the arrangement is accounted for as a normal sale transaction and the financial asset is
derecognised in the seller’s book and recognised in the buyer’s book.

However, as per DMD circular letter no. 07 dated 29 July 2012, non primary dealer banks are eligible to
participate in the Assured Liquidity Support (ALS) programme, whereby such banks may enter collateralised
repo arrangements with Bangladesh Bank. Here the selling bank accounts for the arrangement as a
Investment, thereby continuing to recognise the asset.

Provision on Investments and advances

BFRS: As per BAS 39, 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 BRPD circular no. 14 dated 23 September 2012, BRPD circular no. 19 dated 27
December 2012, BRPD circular no. 05 dated 29 May 2013, BRPD circular no. 16 dated 18 November 2014,
BRPD circular no. 12 dated 20 August 2017 and BRPD circular no. 15 dated 27 September 2017, a general
provision at 0.25% to 5% under different categories of unclassified loans (standard/SMA loans) has to be
maintained regardless of objective evidence of impairment. Also provision for sub-standard loans, doubtful
loans and bad/losses loans has to be provided at 5% to 20%, 5% to 50% and 100%, respectively for loans
and advances depending on the duration of overdue. Again as per BRPD circular no. 14 dated 23
September 2012, a general provision at 1% is required to be provided for all off-balance sheet exposures.
Such provision policies are not specifically in line with those prescribed by BAS 39.

Recognition of Profit in suspense

BFRS: Investments to customers are generally classified as 'loans and receivables' as per BAS 39 and
interest income is recognised through effective interest 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 BRPD circular no. 14 dated 23 September 2012, 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 in suspense account, which is presented as liability in the balance sheet.

Other comprehensive income

BFRS: As per BAS 1 Presentation of Financial Statements 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 are to be
followed by all banks. The templates for financial statements issued by Bangladesh Bank do not include
OClI nor are the elements of OClI allowed to be included in a single other comprehensive income statement.
As such the Bank does not prepare the other comprehensive income statement. However, elements of OClI,
if any, are shown in the statements of changes in equity.

viii) Financial instruments - presentation and disclosure

ix]

X

Bangladesh Bank guidelines categorise, recognise, measure and present financial instruments differently
from those prescribed in BAS 32 Financial Instruments: Presentation, BAS 39 and BFRS 7 Financial
Instruments: Disclosures. As such full disclosure and presentation requirements of BFRS 7 and BAS 32 are
not made in the financial statements.

Financial guarantees

BFRS: As per BAS 39, financial guarantees are contracts that require an entity to make specified payments
to reimburse the holder for a loss it incurs because a specified debtor fails to make payment when due in
accordance with the terms of a debt instrument. Financial guarantees are recognised initially at fair value,
and the initial fair value is amortised over the life of the financial guarantee. The financial guarantees is
subsequently carried at the higher of this amortised amount and the present value of any expected payment
when a payment under the guarantee has become probable.

Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003, financial guarantees such as letter of
credit, letter of guarantee etc. are reported as off-balance sheet items.

REPO transactions

BAS/BFRS: When an entity sells a financial asset and simultaneously enters into an agreement to
repurchase the asset (or similar assets) at a fixed price on a future date (REPO or stock lending), the
arrangement is accounted for a deposit, and the underlying asset continues to be recognized in the entity’s
financial statements. This transaction will be treated as loan and the difference between selling price and
repurchase price will be treated as interest expense.

Bangladesh Bank: As per DOS Circular letter no. 6 dated 15 July 2010 and subsequent clarification in DOS
circular no. 2 dated 23 January 2013, when a bank sells a financial asset and simultaneously enters into an
agreement to repurchase the asset (or a similar asset) at a fixed price on a future date (repo or stock
lending), the arrangement is accounted for as a normal sales transactions and the financial assets are
derecognized in the seller’s book and recognized in the buyer’s book.
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However, as per DMD circular letter no. 7 dated 29 July 2012, non-primary dealer banks are eligible to
participate in the Assured Liquidity Support (ALS) programme, whereby such banks may enter
collaterallised repo arrangements with Bangladesh Bank. Here the selling bank accounts for the
arrangement as an Investment, thereby continuing to recognise the asset.

xi) Cash flow statement

BFRS: As per BAS 7 Statement of Cash Flows, the cash flow statement can be prepared using either the
direct method or the indirect method. 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 BRPD circular no. 14 dated 25 June 2003, cash flow is the mixture of direct and
indirect methods.

xii) Off-balance sheet items
BFRS: As per BFRS there is no requirement for disclosure of off-balance sheet items on the face of the
balance sheet.
Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003, off-balance sheet items (e.g. letter of
credit, letter of guarantee etc.) must be disclosed separately on the face of the balance sheet.

xiii) Investments and advances net of provision
BFRS: Investments and advances shall be recognised net of impairment loss as per BAS 39.
Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003, provision on loans and advances is
presented separately as liability and cannot be netted off against loans and advances.

Basis of measurement

The financial statements of the Bank have been prepared on historical cost basis except for the following:

- Government treasury bills and bonds designated as HFT and subsequently measured at fair value using
marking to market concept with gains credited to revaluation reserve as per DOS circular 05 dated 26 May
2008 and DOS circular 05 dated 28 January 2009; and

- Government treasury bills and bonds designated as HTM and subsequently measured using amortisation
concept as DOS circular 05 dated 26 May 2008 and DOS circular 05 dated 28 January 2009.

- Net defined benefit (asset) liability in respect of defined benefit plan recognised as the present value of
defined benefit obligation less fair value of plan assets as per BAS 19 Employee Benefits.

Foreign Currency

According to BAS 21 The Effects of Changes in Foreign Exchange Rates,tansactions in foreign currencies are translated
into the respective functional currency of the operation at the spot exchange rate at the date of the transaction.
Monetary assets, liabilities and fund deposited with Bangladesh Bank as capital denominated in foreign
currencies at the reporting date are translated into the functional currency at the spot exchange rate at that date.
Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are
retranslated into the functional currency at the spot exchange rate at the date that the fair value was determined.
Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign currency are
translated using the exchange rate at the date of the transaction.

Foreign currency differences arising on translation are recognised in the profit and loss account except for exchange
rate differences on funds deposited with Bangladesh Bank as capital, which is recognised directly in equity.

Functional and reporting currency
The financial statements of the Bank are presented in Bangladeshi Taka (Taka/Tk/BDT) which is the Bank’s
functional and reporting currency.

Use of estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and assumptions
that affect the application of accounting policies and the reported amounts of assets, liabilities, income and
expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the periods in which the estimate is revised and in any future periods affected. In particular, information
about significant areas of estimation, uncertainty and critical judgements in applying accounting policies that have
the most significant effect on the amounts recognised in the financial statements are described below:

Provisions for Investments

The Bank assesses its investments for objective evidence of impairment on a regular basis and particularly at
year end. While the primary criteria set out in BRPD circular no. 14 dated 23 September 2012 for determining
whether an investment is impaired are objective, based on borrower's ability to make timely repayments,
investments may also be classified based on qualitative judgement. This involves making assessments
regarding the economic environment in which borrowers operate in addition to making judgements about a
borrower's financial condition and net realisable value of any underlying collateral.

Taxation

The estimation of current tax provision involves making judgements regarding admissibility of certain expenses
as well as estimating the amount of other expenses for tax purposes.

In addition, the recognition of deferred tax assets requires the Bank to estimate the extent to which it is probable
that future taxable profits will be available against which the deferred tax assets may be utilised.

Net defined benefit (asset) liability under defined benefit plan

The determination of the Bank's net defined benefit (asset) liability in respect of defined benefit plan involves the
use of estimates regarding demographic variables such as employee turnover and mortality and financial variables
such as discount rate, future increases in salaries and medical costs that will influence the cost of the benefit.
Going Concern

These financial statements have been prepared on the assessment of the Bank’s ability to continue as a going
concern. Standard Chartered Bank, Bangladesh has neither any intention nor any legal or regulatory compulsion
to liquidate or curtail materially the scale of any of its operations. The key financial parameters including liquidity,
profitability, asset quality, provision sufficiency and capital adequacy, credit rating of the Bank continued to
exhibit a healthy trend for couple of years. Besides, the management is not aware of any material uncertainties
that may cast significant doubt upon the Bank’s ability to continue as a going concern.

Liquidity statement

The liquidity statement of assets and liabilities as on the reporting date has been prepared on the basis of
residual maturity term which has been given in the statement.

Data compilation

All balances of all branches (including Islamic branch) are included in these financial statements except those of
Offshore Banking Unit (OBU) branch.

2.10 Significant accounting policies
2.10.1 Assets
210.1.1Investments

Investments in treasury bills and Government bonds are accounted for in accordance with DOS Circular Letter
No. 05 dated 26 May 2008 subsequently amended by DOS circular letter no. 05 dated 28 January 2009, which

allow banks to use both HTM and HFT securities for fulfilment of Statutory Liquidity Reserve (SLR) requirements.

In accordance with the requirements of the aforementioned circulars, amortised discount or premium on HTM
securities is recognised directly in equity. However, coupon profits are recognised in profit or loss. Gains arising
from revaluation of HFT securities on 'Marking to Market' basis are recognised in revaluation reserve account
while losses from revaluation of the same securities are recognised in profit or loss.

Bank's investments in unquoted shares are recorded at cost.

210.1.2Fixed assets including premises, furniture and fixtures

Items of fixed assets, other than land, are measured at cost less accumulated depreciation and impairment
losses, as per BAS 16 Property, Plant and Equipment. Cost includes expenditures that are directly attributable
to the acquisition of the asset. Land is carried at cost.

Subsequent costs

The cost of replacing part of an item of fixed assets is recognised in the carrying amount of the item if it is
probable that the future economic benefits embodied within the part will flow to the Bank and its cost can be
measured reliably. The cost of day-to-day servicing of fixed assets are expensed when incurred.

Depreciation

Depreciation on premises other than freehold land, and other fixed assets, is recognised in profit or loss on a

straight line basis over the expected useful life of the assets based on cost. The estimated useful lives and the
rate of depreciation for the current and comparative periods are as follows:

Estimated useful life Rate of depreciation

Freehold premises 50 years 2%

Fixed equipments 3to 15 years 7% - 33%
Computer and office equipments 5 years 20%
Furniture and fittings 5 years 20%
Motor Vehicle 5 years 20%

Depreciation on additions to fixed assets is charged from the month in which such assets are capitalised, and
adjustments to accumulated depreciation for disposals / write offs are made up to the month in which the
relevant assets are disposed / written off.

Retirement and disposals

An asset is derecognised on disposal or when no future economic benefits are expected from its use. Gains or
losses arising from the retirement or disposal of an asset is determined as the difference between the net
disposal proceeds and the carrying amount of the asset which is recognised as gain or loss from disposal of
asset under other operating income.

210.1.3Investments and advances to customers

Investments are non-derivative financial assets with fixed or determinable payments that are not quoted in an
active market and that the Bank does not intend to sell immediately or in the near term.

Investments are initially measured at fair value, and subsequently measured at amortised cost. These are stated
gross with accumulated specific and general provisions for investments being shown under other liabilities.

210.1.4Investments write -off

Investments are normally written off, when there is no realistic prospect of recovery and classified as ‘Bad
Investment’ complying with  BRPD circular no. 13 dated 7 November 2013, BRPD circular no. 2 dated 13
January 2003 and DFIM Circular letter no. 11 dated 21 November 2013. Designated units of the bank (GSAM
for corporate customers and Credit & Collections for retail customers) monitor Investments written off and legal
action taken against the classified customers. The written-off Investments do not undermine or affect the
amount claimed against the borrower by the bank. The designated units of the bank maintains a separate
record for all individual cases of written-off Investments. These units of the bank follow-up on the recovery
efforts of the written-off Investments and advances until the full settlement of the claimed amount.

2101.5Leases

In accordance with BAS 17 Leases, leases in terms of which the Bank assumes substantially all the risks and
rewards of ownership are classified as finance leases.

When the Bank is a lessee under finance leases, the leased assets are capitalised and included in fixed assets
and the corresponding liability to the lessor is included in other liabilities. A finance lease and its corresponding
liability are recognised initially at the fair value of the asset or, if lower, the present value of the minimum lease
payments. Finance charges payable are recognised as profit expense over the period of the lease based on the
profit rate implicit in the lease so as to give a constant rate of profit on the remaining balance of the liability.

All other leases are classified as operating leases. When the Bank is the lessee under an operating lease, leased
assets are not recognised in the balance sheet. Rentals payable and paid in advance under operating leases are
accounted for on a straight-line basis over the period of the lease, unless another systematic basis is more
representative of the time pattern of the user’s benefit, and are included in rent expenses.

2.10.2 Liabilities

210.21Borrowings from other banks, financial institutions and agents

Borrowings from other banks, financial institutions and agents include both profit-bearing borrowings against
securities from Bangladesh Bank and other banks, vostro accounts balances and call borrowing from other
banks. These items are brought to financial statements at the gross value of the outstanding balance.

21022Deposits by customers and banks

Deposits are the Bank’s principal source of investments.

21023Provisions for other assets

BRPD circular no. 14 dated 25 June 2001 requires a provision of 100% on other assets which are outstanding
for one year and above. The Bank maintains provisions in line with this circular unless it assesses there is no
doubt of recovery on items of other assets in which case no provision is kept.

21024Provisions on nostro accounts

Unsettled debit transactions (as per Bank's book and nostro statements) for more than three months on nostro accounts
are reviewed at each balance sheet date by management and provisions are kept in accordance with Bangladesh Bank
Foreign Exchange Policy Department, circular no. FEPD (FEMO)/01/2005-677 dated 13 September 2005.

210.25Provisions for liabilities and charges

A provision is recognised if, as a result of a past event, the Bank has a present legal or constructive obligation that can
be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation.
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Contingent liabilities are not recognised but disclosed in the financial statements unless the possibility of an
outflow of resources embodying economic benefits is reliably estimated.

21026Provisions on Investments and advances

At each balance sheet date and periodically throughout the year, the Bank reviews Investments and advances
to assess whether objective evidence that impairment of a Investment or portfolio of Investments has arisen
supporting a change in the classification of Investments and advances, which may result in a change in the
provision required in accordance with BRPD circular no. 14 dated 23 September 2012, BRPD circular no. 19
dated 27 December 2012, BRPD circular no. 05 dated 29 May 2013, BRPD circular no. 16 dated 18 November
2014, BRPD circular no. 12 dated 20 August 2017 and BRPD circular no. 15 dated 27 September 2017. The
guidance in the circulars follow a formulaic approach whereby specified rates are applied to the various
categories of Investments as defined in the circular. The provisioning rates are as follows:

017 2016
General provision on:

Unclassified Investments under small and medium enterprise financing (SMEF) 0.25% 0.25%
Unclassified Investments under housing finance (HF) and on Investments for professionals (LP) 2.00% 2.00%
Unclassified Investments under consumer financing (CF) other than housing finance (HF) and 5.00% 5.00%
Investments for professionals (LP)

Unclassified Investments to brokerage houses (BH), merchant banks (MB), stock dealers (SD) 2.00% 2.00%
All unclassified Investments except under SMEF, HF, LP, CF, BH, MB, SD and short-term 1.00% 1.00%
agricultural and micro-credit scheme

Unclassified Investments under short-term agricultural and micro-credit scheme 1.00% 2.50%
Off-balance sheet exposures 1.00% 1.00%
Unclassified Investments of Credit Cards (CC) 2.00% 5.00%

In accordance with BRPD circular no. 05 dated 29 May 2013, the rate of provision on the outstanding amount
of loans kept in the 'Special Mention Account' will be the same as the rates stated above depending on the
types of loans and advances.

Specific provision on:

Substandard Investments and advances 20% 20%
Doubtful Investments and advances 50% 50%
Bad / loss Investments and advances 100% 100%
Short-term agricultural and micro-credits:

Substandard and Doubtful Investments and advances 5% 5%
Bad / loss Investments and advances 100% 100%
The above rates are the minimum prescribed rates. BRPD circular no. 14 dated 23 September 2012 provides
scope for further provisioning based on qualitative judgements. If the specific provisions assessed under the
qualitative methodology are higher than the specific provisions assessed under the formulaic approach above,
the higher of the two is recognised.

21027 Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit & loss account
except to the extent that it relates to items recognised directly in equity, in which case it is recognised in equity.

Current tax

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of prior years.
Provision for taxation for the year ended 31 December 2017 has been made on the basis of the provisions of the
Income Tax Ordinance 1984 and the Finance Act 2017-18. Currently the tax rate applicable for banks is 42.5%.

Deferred tax assets / (liabilities)

As per BAS 12 Income Taxes, deferred tax assets / (liabilities) are calculated using the balance sheet method,
providing for temporary differences between the carrying amount of assets and liabilities and their tax bases.
The tax base of assets is the amount that will be deductible for tax purposes against any taxable economic
benefits that will flow to an entity (in this case, the Bank) when it recovers the carrying amount of the assets. The
tax base of liabilities is their carrying amount, less any amount that will be deductible for tax purposes in respect
of the liabilities in future periods. Deferred tax is measured at the tax rates that are expected to be applied to
temporary differences when they reverse, based on laws that have been enacted or substantively enacted by
the reporting date. Deferred tax is calculated using the tax rates as prescribed in the Income Tax Ordinance
(ITO) 1984 and relevant Statutory Regulatory Orders (SRO) and BRPD circular no. 11 dated 12 December 2011.
A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilised. Deferred tax assets are reviewed at each reporting date and are reduced
to the extent that it is no longer probable that the related tax benefit will be realised.

2.10.28Workers Profit Participation (WPPF)

The bank has sought external legal opinion, whereby it was stated that there is significant ambiguity around the
inclusion of Banking Institutions within the scope of Chapter XV: Workers’ Profit Participation Fund (WPPF)
under the Bangladesh Labour Act, 2006 (the ‘Act’) and the subsequent amendments thereof. As per the Act and
amendments thereof, an employer is required to pay 5% of its net profit (as defined under the Act) to the 1)
Workers’ Participation Fund 2) Workers’ Welfare Fund and 3) Labour Trust Foundation Fund for further
appropriate disbursement of the funds to all members (i.e., ‘Beneficiaries’, as defined under the Act) as
prescribed under the Act.

As per the external legal opinion sought by the Bank, the inclusion of Banks within the scope of the WPPF under
the Bangladesh Labour Act, 2006 is in contradiction with the relevant provisions under The Bank Companies
Act, 1991. These ambiguities are yet to be settled and the Bank is seeking clarifications from appropriate
Authorities. On the basis of the facts currently known and external legal opinions, management believes that the
possibility of a legal obligation for payments out of WPPF is low at the current stage and hence, no provision
has been made for the same.

21029Good Borrower incentive provisions

Bank recognizes its good borrowers (GB) and made profit incentives @10% of total profit realized during
immediate past 12 months from the Good Borrowers of the bank. Bank assessed the eligibility of GB every year
as per BRPD circular no. 06 dated 19 March 2015 and BRPD (P-1)/661/13/2016-6924 dated 19 October 2016
and clarification provided by BRPD from time to time.

210210Employee benefits

Short term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the
related service is provided. A provision is recognised for the amount expected to be paid under performance
bonus plans if the Bank has a present constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably.

Defined contribution plans - Provident fund

The Bank contributes to a locally registered provident fund scheme which is approved by the National Board of
Revenue (NBR) for employees of the Bank eligible to be members of the fund in accordance with the rules of the
provident fund constituted under an irrevocable trust. Obligations for contributions to the provident fund are
recognised as an expense in profit or loss when they are due.

Defined benefit plans - Gratuity fund

The Bank operates a funded gratuity scheme which is of the nature of a defined benefit scheme for its
permanent employees. The fund has been formed under an irrevocable trust deed and is approved by the NBR.
It is managed by a Board of Trustees comprising of employees of the Bank. Gratuity is payable at the rate of one
month's salary last drawn for each completed year of service or any part thereof in excess of six months.

In accordance with the requirements of BAS 19 Employee Benefits, the Bank’s net obligation in respect of its
gratuity fund is calculated by estimating the amount of future benefit that employees have earned in return for
their service in the current and prior periods; discounting the benefit to determine its present value; and
deducting the fair value of any plan assets. The calculation is performed by a qualified actuary using the
Projected Unit Credit method.

The net profit expense (income) on the net defined benefit liability (asset) for the period is determined by
applying discount rate used to measure the defined benefit obligation at the beginning of the annual period to
the then net defined benefit liability / (asset), taking into account any changes in the net defined benefit liability
/ (asset) during the period as a result of contributions and benefit payments. Consequently, the net profit on the
net defined benefit liability / (asset) comprises profit cost on defined benefit obligation, profit income on plan
assets, and profit on the effect on the asset ceiling.

Actuarial gains or losses that arise are recognised in equity and presented in the statement of changes in equity
in the period they arise. Past service costs are recognised in the period in which the plan amendment or
curtailment occurs.

210211 Capital

The Bank's approach to capital management is driven by a desire to maintain a strong capital base to support the
development of its business, to meet regulatory capital requirements at all times and to maintain good credit ratings.

Compliance with capital adequacy regulation

Capital requirements for the Bank at a local level are set and monitored by Bangladesh Bank. The capital that
the Bank is required to hold is determined considering its balance sheet and off-balance sheet positions in
accordance with guidelines on risk based capital adequacy.

The Bank's capital structure consists of Tier | and Tier Il capital which is aligned with regulatory capital structure. Tier

| capital is further categorized as Common Equity Tier 1 (CET1) and Additional Tier 1 capital. The computation of the
amount of Common Equity Tier |, Additional Tier | and Tier Il capital shall be subject to the following conditions:

+ The Bank has to maintain at least 4.50% of total Risk Weighted Assets (RWA) as Common Equity Tier | capital.
« Tier | capital will be at least 6.00% of the total RWA.

+ Minimum Capital to Risk-weighted Asset Ratio (CRAR) will be 10% of the total RWA.

+ Additional Tier | capital can be maximum up to 1.5% of the total RWA or 33.33% of CET 1, whichever is higher.
« Tier Il capital can be maximum up to 4% of the total RWA or 88.89% of CET1, whichever is higher.

+ In addition to minimum CRAR, Capital Conservation Buffer (CCB) @ 2.5% of the total RWA will be maintained
in the form of CET1 in a phased manner from 2016 to 2019.

2.10.3 Profit and Loss Accounts - Income and Expenses
2103.1Profit income on conventional banking

Profit income are recognised in the profit and loss account using the effective profit method.

The effective profit rate is the rate that exactly discounts the estimated future receipts through the expected life of the
financial asset or liability (or, where appropriate, a shorter period) to the carrying amount of the financial asset or liability.
profit is accrued on a daily basis and applied to customer accounts every month, quarter and at maturity
depending on the product offerings.

In accordance with BRPD circular no. 14 dated 23 September 2012, profit accrued on sub-standard loans and
doubtful loans are credited to profit Suspense Account which is included within Other liabilities. profit from loans
and advances ceases to be accrued when they are classified as bad / loss.

2.10.32Profit on Saadiq investments

Profit on investments is recognised, on an accrual basis, over the lifetime of the investments so as to reflect a
constant rate of return on their carrying amounts. Overdue / late payment charge on investment is transferred
to charity suspense account instead of income account.

2103.3Profit income from investment in securities

profit on investment in securities other than the amount of amortisation of premium and discount on securities
classified as HTM which is recognised directly in equity in accordance with DOS circular no. 05 dated 26 May
2008, is recorded in the profit and loss account.

21034Commission and fee income

The Bank earns commission and fee income from a diverse range of services (e.g. LC operations, accounts
maintenance, custodial services, credit card renewal etc.) provided to its customers. Commission and fee
income is accounted for as follows:

- income earned on the execution of a significant act is recognised as revenue when the act is completed,

- income earned from services provided is recognised as revenue as the services are provided.

21035Exchange income

Exchange income includes all gains and losses from foreign currency transactions.

21036Dividend income

Dividend income from the investments in unquoted shares in Central Depository Bangladesh Ltd. (CDBL) is
recognised when it is received.

2.10.3.7Profit expense on deposits

Profit expense for all deposits are recognised in the profit and loss account using the effective profit method.

2.10.4 Others

2.104.10ffsetting financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount reported in the balance sheet when there
is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis,
or realise the asset and settle the liability simultaneously.

21042Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents include notes and coins on hand and
balances held with other banks and financial institutions and highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of change in value.

2104.3Materiality and aggregation

5.1

5.2

5.3

5.3.

6.1

7.2

7.3

7.4

7.5

Each material class of similar items has been presented separately in the financial statements. Items of
dissimilar nature also have been presented separately unless they are immaterial in accordance with BAS 1
‘Presentation of Financial Statements'.

Comparative information

Comparative information including narrative and descriptive one is disclosed in respect of the preceding period where
it is relevant to enhance the understanding of the current period’s financial statements. Certain comparative amounts in
the financial statements are reclassified and rearranged where relevant, to conform to the current year’s presentation.

New accounting standards

The Bank has consistently applied the accounting policies as set out in Note 2 to all periods presented in these
financial statements. The various amendments to standards, including any consequential amendments to other
standards, with the date of initial application of 1 January 2017 have been considered. However, these
amendments have no material impact on the financial statements of the Bank.In December 2017, ICAB has
decided to adopt IFRS replacing BFRS effective for annual periods beginning on or after 1 January 2018.
However, since currently issued BFRS have been adopted from IFRS without any major modification, such
changes would not have any material impact on financial statements.

A number of standards and amendments to standards are effective for annual periods beginning after 1 January
2017 and earlier application is permitted. However, the Bank has not early applied the following new standards
in preparing these financial statements.

(a) BFRS 9 Financial Instruments (to be adopted as IFRS 9)

BFRS 9, published in July 2014, replaces the existing guidance in BAS 39 Financial Instruments: Recognition
and Measurement. BFRS 9 includes revised guidance on the classification and measurement of the financial
instruments, a new expected credit loss model for calculating impairment of financial assets, and the new
general hedge accounting requirements. It also carries forward the guidance on recognition and derecognition
of financial instruments from BAS 39. BFRS 9 is effective for annual reporting periods beginning on or after 1
January 2018, with early adoption permitted. As per the Bank's assessment, any material impact of BFRS 9
would be primarily on calculation of impairment provision. However, as Bangladesh Bank has not issued any
circular to revise its current impairment, classification and measurement policies to align with BFRS 9 the
Bank is unable to quantify any potential impact on its financial statements.

(b) BFRS 15 Revenue from Contracts with Customers (to be adopted as IFRS 15)
BFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is
recognised. It replaces existing recognition guidance, including BAS 18 Revenue, BAS 11 Construction
Contracts and BFRI 13 Customer Loyalty Programmes. BFRS 15 is effective for annual reporting periods
beginning on or after 1 January 2018, with early adoption permitted. Based on preliminary assessment the
Bank has determined that BFRS 15 has no material impact on its financial statements.

(c) IFRS 16 Leases
IFRS 16, issued in January 2016 replaces existing leases guidance and effective for reporting period
beginning on or after 1 January 2019. It will result in almost all leases being recognised on the balance
sheet, as the distinction between operating and finance leases is removed. Under the new standard, an
asset (the right to use the leased item) and a financial liability to pay rentals are recognised. The only
exceptions are short-term and low-value leases. The accounting for lessors will not significantly change.
The Bank has not yet assessed any potential impact of IFRS 16 on its financial statements.

(d) IFRS 17 Insurance Contracts
IFRS 17 was issued in May 2017 and applies to annual reporting periods beginning on or after 1 January
2021. IFRS 17 establishes the principles for the recognition, measurement, presentation and disclosure of
insurance contracts within the scope of the standard. The objective of IFRS 17 is to ensure that an entity
provides relevant information that faithfully represents those contracts. The Bank has not yet assessed in
potential impact of IFRS 17 on its financial statements.
There are no other standards that are not yet effective and that would be expected to have a material impact
on the Bank in the current or future reporting periods and on foreseeable future transactions.

Cash 2017 2016

ash N ) ) Taka Taka

a) Cash in hand (including foreign currencies)
Local currency 1,967,603 1,385,206
Foreign currencies 1,677,156 478,496
Sub Total (a) 3,644,759 1,863,702

b) Balance with Bangladesh Bank and
its agent banks (including foreign currencies)
Balance with Bangladesh Bank (local currency) 2,800,000,000 1,127,148,050
Balance with agent banks of Bangladesh Bank - -
Sub Total (b) 2,800,000,000 1,127,148,050
Grand Total (a+b) 2,803,644,759 1,129,011,752

Cash Reserve Ratio (CRR) and Statutory Liquidity Ratio (SLR)
Cash Reserve Ratio (CRR) and Statutory Liquidity Ratio (SLR) are calculated and maintained in accordance
with section 33 of the Bank Company Act, 1991 and MPD circular no. 01 dated 23 June 2014.

The CRR on the Bank's time and demand liabilities at the rate of 6.5% (bi-weekly) and 6% (daily) has been
calculated and maintained with Bangladesh Bank in current account and 5.5% SLR on the same liabilities
has also been maintained in the form of cash in hand, balances with Bangladesh Bank and Government
Islamic Bonds. Both reserves maintained by the Bank as at 31 December, are shown below:

Cash Reserve Ratio (CRR)
Daily 6% of average demand and time liabilities:

Required reserve 874,649,870 474,422,610
Actual reserve held with Bangladesh Bank (Note - 21) 2,800,000,000 1,127,148,050
Surplus 1,925,350,130 652,725,440
Bi-weekly 6.5% of average demand and time liabilities:
Required reserve 947,537,350 513,957,830
Actual reserve held with Bangladesh Bank (Note - 21) 2,800,000,000 1,127,148,050
Surplus (Note - 5.3.1) 1,852,462,650 613,190,220
Statutory Liquidity Ratio (SLR)
5.5% of Average demand and time liabilities:
Required reserve 801,762,380 434,887,390
Actual reserve held (Note - 5.3.1) 2,556,107,409 615,053,922
Surplus 1,754,345,029 180,166,532
1Actual reserve held
Cash in hand (Note - 21) 3,644,759 1,863,702
Excess reserve over CRR maintained (Note - 5.2) 1,852,462,650 613,190,220
Government Islamic Bonds (Note - 6) 700,000,000 =
2,556,107,409 615,053,922
Investments in shares and securities
Face value . Market value
f Holding as at urchase as at
PRI number 31 December 2017 value 31 December 2017 IR
Taka Taka Taka
Government | = | [ 700,000,000 | [ 700,000,000 | [ 700,000,000 | | =
Maturity - wise classification
Repayable on demand = =
Residual maturity of
Not more than one month 700,000,000 =
More than 1 month but not more than 3 months - -
More than 3 months but not more than 1 year - -
More than 1 year but not more than 5 years - -
More than 5 years - -
700,000,000 -
Investments
Mode-wise investments
a) In Bangladesh
Bai-murabaha (Saadiq Finance against Trust Receipt etc.) 1,516,200,502 212,514,249
Diminishing musharaka (Saadiq Auto Finance) 416,476,901 358,122,133
Shirkatul melk (Saadiq Housing Finance) 8,516,965,578 5,079,327,212
Ujrah (Saadiq Islamic Credit Card) 442,699,451 571,278,447
Musharaka 681,645,473 769,498,561
11,573,987,905 6,990,740,602
b) Outside Bangladesh - -
Total (a+b) 11,573,987,905 6,990,740,602
Geographical location-wise classification of investments
a) In Bangladesh
In rural areas - -
In urban areas 11,573,987,905 6,990,740,602
11,573,987,905 6,990,740,602
b) Outside Bangladesh - -
Total (a+b) 11,573,987,905 6,990,740,602
Maturity grouping of investments
Repayable on demand 304,555,518 687,030,412

Residual maturity of
Not more than three months
More than 3 months but not more than 1 year

1,141,720,946
1,410,774,253

1,093,331,004
734,407,184

More than 1 year but not more than 5 years 5,084,975,231 3,041,513,030
More than 5 years 3,631,961,957 1,434,458,972
11,573,987,905 6,990,740,602
Division-wise classification of investments
Dhaka division 11,573,987,905 | | 6,990,740,602
11,573,987,905 6,990,740,602
Customer Group-wise classification of investments
() Retail Customers 4,652,008,853 4,597,348,936
(i) Small and Medium Enterprises 3,646,362,606 1,266,906,309
(iii) Large Enterprises 1,123,104,474 261,464,019
(iv) Corporate customers 2,152,511,972 865,021,338
11,573,987,905 6,990,740,602
(i) Loans and Advances to Retail Customers
Islamic - Credit Card Issuing 442,699,451 571,278,447
Islamic - Personal Finance 2,352,183 9,609,703
Islamic - Auto Finance 416,476,901 358,122,133
Islamic - Mortgage Finance 3,790,480,318 3,658,338,653
4,652,008,853 4,597,348,936

Standard
Chartered




Notes to the Financial Statements Notes to the Financial Statements

Notes to the Financial Statements

2017 2016 11.1 Provision for i 1ents and off bal sheet exposures 2017 2016 2017 2016
isi i Taka Taka Taka Taka
(i) Loans and advances to small and medium enterprises Taka Taka a) Current year provision for investments - 17 Postage, stamps and telecommunication etc -
Islamic - Instalment Finance-Murabaha 42,958,176 106,143,572 Unclassified: LAN &E’,T'infrast':mure cost ’ = -
Islamic - Finance Against Prop. 3,603,404,430 1,160,762,737 Standard 139,676,676 122,797,329 Teleph 86.388 141,651
Islamic - Finance Against TR - - Special mention account 2,885,707 1,815,178 szf—)ie:)zeair freight 16’999 3‘555
Islamic - Import Invoice Financing = = 142,562,383 124,612,507 103‘387 145Y206
3,646,362,606 1,266,906,309 Classified: > 2
(iii) Loans and advances to large enterprises Substandard 44,705,117 7,461,268 18  Stationery, printing and advertisement etc.
Islamic - Instalment Finance-Murabah - B Doubtful 1,501,329 2,956,909 Printing and stationery (Computer and Others) 384,963 308,564
Islamic - Finance Against Prop. 1,123,104,474 261,464,019 Bad / loss 37,319,577 119,495,582 Advertisement and publicity = =
ic - Fi i - - 384,963 308,564
aamic - Impor s Fnancing Bt EEIE] : :
: = = 19 Repair, maintenance and depreciation
L P 7 261964, 019 s M Repair and maintenance 1,910,570 2,538,889
(iv) Loans and advances to corporate and Institutional customers b) General provision against unclassified investments Depreciation (Annexure A) 25,344 509,131
Islamic Import Invoice Finance 5 77,999,757 and off-balance sheet exposures 1,935,914 3,048,020
Islamic Short Term Investment 681,645,474 769,498,561 Opening balance 151,236,476 144,382,385 i )
lemitts Tem [vesimamt 973,721,102 - Provision charged/(released) during the year 17,951,202 | | 5,091,992 ther operating expenses
Islamic Finance Against Trust Receipt 197,218,017 9,327,831 Provision on off-balance sheet exposures 31,779,241 1,762,099 EEREMEL 228 25 20
Islamic Import Finance 299,927,380 8,195,195 Net charge to profit & loss account 49,730,443 6,854,091 g:gj;:‘p;';r\‘lii’;’;enses 151 ;;?g 1336 00(;
2,152,511,972 865,021,338 Sub Total (b) 200;566;519 i51:256;476 Suppor}t/ Service Costs 840,841 287007
7.6 Group-wise classification of investments c) Specific provision against classified investments Other office expenses 414,493 152,088
a) Investment to Directors - - Opening balance 129,915,085 131,673,479 2,770,081 1,801,653
b) Investment to Chief Executive and other senior executives - - Add: Provision made during the year 114,469,419 56,278,987 i
©) Investment to customers group (15% of equity and above) > = Less: Release during the year (63,001,188) (31145139 2! Cashand cash equivalents .
Sub Total (a+b+c) - - Charge in Profit & Loss account 51,468,231 25,133,855 Cash in halnd (including foreign currelnmes) 3,644,759 1,863,702
d) Industry-wise classification of investments category of industry Less : Written-Off (net of recovery) during the year (97,857,293) (20,134,776) Balance with Bangladesh Bank and its agent banks 2,800,000,000 1,127,148,050
Industry-wise classification of investments Less : Other movement = (6,757,473) Balance with other banks and financial institutions = =
f:ategory of - Retail Customer Sub Total (c) 83,526,023 129,915,085 2,803,644,759 1,129,011,752
:?)C;\:;:}ths i i Grand Total (b+c) 284,492,942 281,151,561 ~ 22 Related party transaction
iii) Agro based industry - - 11.1.1 Adequacy of provision vis a vis provision Base for provision 2017 2016 22.1 Related parties
iv) Pharmaceutical Industries o ° required to be maintained 2017 only Taka Taka The related parties of the Bank includes SCB Bangladesh Branch Onshore Banking Unit and Offshore Banking
v) Milk Processing Industries - - General provision Taka Jaka Jaka Unit (OBU), the ultimate parent company Standard Chartered Bank (SC)' Plc, other $CB group entit.ies, key
¥) Othr Businessntutons - | Onotsarcevetopomo % [ SEASIEST| [ SeA0ASS
i) Other industry * 4,652,008,853 4,597,348,936 i U ,
Vi) Other |n. us Y 3 On stgndard loans (excluding SMA) the branch for the purposes of BAS 24 are considered to be Country Management Group (CMG) members of
Sub Total (i+ii-+iii+iv) 4,652,008,853 4,597,348,936 at various rates 10,941,086,858 139,676,676 122,796,005 the Bank and close members of their families and companies they control, or significantly influence, or for
Industry-wise classification of investments On special mention accounts (SMA) @ 5% 255,524,914 2,885,707 1,815,178 which significant voting power is held, as ultimately it is CMG members of the Bank who have the authority
category of -Small and Medium Enterprise Customer 17,037,065,123 200,966,916 151,236,476 and responsibility for planning, directing and controlling the branch activities.
i) Garments 9,775,062 = . . i i i
i)~ Textiles 99,100,032 - Specific provision 2 %ZnsBaaitlioglialdt:sg;zgpr::;il\t:: certain banking and financial services to/from entities within the SCB
iij) - Agro based industry 48,844,009 7,900,848 On sub-standard loans and advances GBS SR Rl tsy Bangladesh Onshore Banking Unit. As at the year end, the balances with these entities are disclosed as
iv) Pharmaceutical Industries _ - On doubtful loans and advances 2,052,684 1,026,342 2,530,293 intra-branch transit account under Notes - 9 or 11.
V) Milk Processing Industries - - On bad /loss loans and advances £ S120iNATE DA IS012 55hI05 The disclosure of the year end balance is considered to be the most meaningful information to represent
vi) Other Business Institutions 2,190,467,796 595,949,900 94,304,214 56,454,021 139,936,965 transactions during the year.
vii) - Other industry 1,338,175,708 663,055,560 Other than the above, the branch did not have any material transactions with other SCB group entities and
i i Total provision required to be maintained 257,420,937 291,173,441 there were no balances outstanding at the year end with these entities
SUbctali i) 3:6:6,362,606, 32663906309 Total provision maintained 284,492,942 | | 281,151,561 gatiey
Industry-wise classification of investments . . 22.3 Transactions with key management personnel
category of -Large Enterprise Customer Excess / (deficit) provision at 31 December 27,072,005 (10,021,880) During 2017 there were no transactions between the branch and key management personnel of SCB Plc
i) Garments 76,511,632 - (2016 : BDT Nil). Neither were there any transactions between the branch and key management personnel of
i) Textiles - - 11.2 Profit/rent suspense account the Bank. No portion of compensation paid to the Bank's key management personnel (CMG members) has
iy Agro based industry - - Balance as at 1 January 9,465,424 8,462,654 been attributed to the branch for purposes of preparing these financial statements as per the Bank's policy.
iv) Pharmaceutical Industries - - Amount transferred to suspense account during the year 36,684,191 54,977,854 22.4 Transactions with post employment benefit plans
V? Milk Procgssing Indystries - - Amount recovered from suspense account during the year (81,127,973) (63,291,505) As with the conventional banking branches of the Bank, employees of the Islamic branch are entitled to
vi) Other Business Institutions 652,221,001 120,638,800 Amount written off during the year (409,001) (153,599) receive benefits from two post-employment benefit plans: a provident fund which is in the nature of a defined
vii) Other industry * 394,371,941 140,825,219 Amount waived during the year - (1,857,984) contribution plan and a gratuity fund which is in the nature of a defined benefit plan. These funds are
Sub Total (i+ii+iii+iv) 1,123,104,474 261,464,019 Other Movement - 1,328,004 maintained for all eligible employees of the Bank as a whole, with contributions made on a pan-Bank basis
and managed through inter branch transaction.
Industry-wise classification of investments Balance as at 31 December 14,612,641 9,465,424

Events after the balance sheet date

category of Corporate and Institutional Customer 23
i There were no material adjusting events after the balance sheet date.

i) Garments - - 11.3 Income tax liability
ii) Textiles Opening balance = —

- ) isi i 24
ii) Agro based industry Provision made during the year 361,032,855 283,761,977

General

1,582,821,204 600,000,000

i) Pharmaceutical Industries Amount paid during the year (361,032,855) (283,761,977) 24.1 Audit committee
v) Milk Processing Industries - - - - SCB Bangladesh does not have any "Audit Committee" at a country level as it is a branch, but there is a
vi) Other Business Institutions - - 12 Investment income Country Operational Risk Committee (CORC) Forum where all risk issues are discusseq, action points set to
vi) Other industry * 569,690,769 265,021,338 Bai-murabaha (Saadiq Finance against Trust Receipt etc.) 103,318,712 47,595,348 IR e ISt i) e Gl VD GOIE Couas Soia) B ERIasif (SIS MLy CReE s
o S Saadi X in addition to its conventional banking operations. SCB Bangladesh has received a dispensation from
Sub Total (i+ii+iii+iv) 2,152,511,972 865,021,338 g;TLmtShImg :Eu(;hardalka'j aad|'c:4.Auto l;mance) Ggg’igg'glg 333’23’23 Bangladesh Bank on 19 December 2006 with regards to the requirement of audit committee.
Grand Total (a+b+c+d 11,573,987,905 6,990,740,602 rkatul melk (Saadiq House Finance, 0l PNy
- : , : , o = = Musharaka 60,861,571 87,411,796 24.2 Exchange rates
This includes investments disbursed to individuals and small and medium enterprise customers. Import Invoice Financing 747820 - The assets and liabilities as at 31 December in foreign currencies have been converted to Taka at the
7.7 Status-wise classification of investments Preshipment Financing 794,445 _ following rates:
a) Unclassified: 861,563,873 582,406,610 2017 2016
Standard 10,941,086,858 6,525,674,407 13 Profit paid on deposits Taka Taka
Special mention account 255,524,914 78,240,648
2 Profit paid on Mudaraba savings deposits 44,710,232 47,676,253 USD 1 = 82.7000 78.7000
Sub Total (a) 15196, 6772 6,603, 915,055 Profit paid on Mudaraba term deposits 271,230,790 48,323,079 GBP 1 = 111.2191 96.5236
b) Classified: Profit paid for borrowing from banks - 9,343,778 EUR 1 = 98.6694 82.4107
gubztt?nldard 22333‘:2;3 1;2%2282 315,941,022 105,343,110 24.3 Figures appearing in these financial statements have been rounded off to the nearest Taka.
BZ(L;/Io:s 143‘609’636 21 5Y277’634 14 Income from investments in shares and securities 24.4 Previous year's figures have been rearranged, where necessary, to conform with the current year's
dettesh il Profit on Govt. Islamic bond 9,193,207 | | (1,805,242)| * presentation. 2 g
Sub Total (b) 377,376,133 386,825,547 9,193,207 (1,805,242)
Grand Total (a+b) 11,573,987,905 6,990,740,602 15 Commission, exchange and brokerage X
7.8 Particulars of investments Commission 314,461,067 205,065,805
a) InxgzﬁThenEs c?(qsitfiﬁlred gooddin respect of 8,744,973 765 5 004.480 992 Exchange (2,105,721) (360,221) Naser Ezaz Bijoy Mohammod Masud Rana FCA
which the Bank is fully secured; ,744,973, ,004,480, . ) 5 o . )
b) Investments considered good in respect of which 312,355,346 204,705,584 Chief Executive Officer, Bangladesh Chief Financial Officer, Bangladesh
the Bank holds debtor's personal security; 1,318,474,248 1,525,696,934 16 Rent, taxes, insurances, electricity etc.
c) Investments considered good and secured by personal Rent, rates and taxes 4,992,221 4,440,141
security of one or more persons in addition to the Electricity and lighting 395,646 426,584
personal security of debtors; - - | 4 9 a4 !
d) Investments considered bad or doubtful not provided for; - - nsurance ) - Dhaka, 28 February 2018
e) Investments due by directors or employees of the Bank or 5,392,851 4,866,725
any of them either severally or jointly with any other persons; = =
f)  Investments due by director or employees of the Bank are "
interested as directors, partners or managing agents or Schedule of Fixed Assets
in case of private companies as members; = =
g) Total amount of investments, including temporary investments, Standard Chartered Bank _Annexure - A
made at any time during the year to directors or managers or .
officers of the Bank or any of them either separately o jointly Saadiq Branch
with any other person; o ) = S Schedule of Fixed Assets
h)  Total amount of investments, including temporary investments .
granted during the year to the companies or firms in which as at 31 December 2017 Amount in Taka_
the directors of the Bank are interested as directors, partners —
or managing agents or in case of private companies as members; - - Cost Depreciation Net book value
i) Investment due from other banks = = . it i Balance as at Balance as at as at
) Classified investment on which profit has not been charged 143,609,636 215,277,634 Particulars Balance asat | Addiions | e s EEEED EBE R 1 January Charge for | . ON)s | 31December | 31December
k) Particulars of cumulative written off investments U IR 0 the year during the year OEET P e 2017 GO geets adjustments 2017 2017
i)  Cumulative amount of investment written off since
inception (Openig Balance) 102,462,044 80,816,941 Own assets
i) Amount of investment written off during the year (Gross) 100,589,849 21,645,103 Freehold premises - o o o - - - - -
. . . Fixed equipments 2,795,370 - - 2,795,370 2,795,370 - - 2,795,370 -
Cumulative amount of investments written off 203,051,893 102,462,044 Computer and office equipments 76.350 _ _ 76.350 76.350 _ _ 76.350 _
iii) - Amount recovered against written off investment up to this year 2,323,555 1,356,727 Furniture and fittings 1,967,673 - - 1,967,673 1,942,328 25,344 - 1,967,672 1
iv) Cumulative amount of written off investment for _ ~ n -
which law suit has been filed 50,134,994 44,207,519 Sub-total 4,839,393 4,839,393 4,814,048 25,344 4,839,392 1
Leased assets
8  Fixed assets including premises Capitalised leased equipments - - - = = o - - -
Premises fixed equipment 2,795,370 2,795,370 Sub-total = S S = S S = = S
Computer and office equipment 76,350 76,350 Total 2017 4,839,393 5 5 4,839,393 4,814,048 25,344 = 4,839,392 1
Furniture and fittings 1,967,672 1,967,673 =
4,839,392 4,839,393 Schedule of Fixed Assets )
Less : Accumulated depreciation 4,839,392 4,814,048 as at 31 December 2016 Amount in Taka_
) ) - 25,345 Cost Depreciation Net book value
Refer to Annexure - A for detailed analysis. = o Additions Disposals/ = = Balance as at = Balance as at o
Particulars alance asa it I alance asa Charge for n
9  Other assets 1 January 2016 during adjustments December 2016 1 January the 3ear disposals/ 31 December SliDecember,
Profit receivable on investment 57,030,190 24,547,863 the year during the year 2016 adjustments 2016 2016
Stationary and Stamps in hand - - CTn EEES
Income receivable on investment in Islamic bond = = Freehold premises _ _ _ _ _ _ _ _ _
Sﬁ’;:ﬁ:gfzes  Gosts - 2/633 Fixed equipments 2,795,370 : . 2,795,370 2,795,370 . . 2,795,370 .
- Computer and office equipments 76,350 - - 76,350 76,350 - - 76,350 -
'Xiﬁf;i"c?mbﬂi;‘;iiﬁii’;%'.i"es“ 3832228332 1432322%2 Furniture and fittings 1,067,673 - 5 1,067,673 1,638,198 304,131 - 1,042,328 25,345
— — Sub-total 4,839,393 - - 4,839,393 4,509,918 304,131 - 4,814,048 25,345
3,924,509,488 1,463,176,291
10 Deposits and other accounts l{)ilasitia\?i::jisase 4 cenibEmEmE _ _ _ _ _ _ _ _ _
Current accounts (Quard) 938,211,981 696,146,955 Subtotal SIS _ - - _ - - _ _ -
Mudaraba savings deposits 6,170,553,448 5,479,944,124
Mudaraba term deposits 7,612,757,614 1,855,402,920 Total 2016 4,839,393 - - 4,839,393 4,509,918 304,131 - 4,814,048 25,345
Short term deposits 211,064,443 63,906,588
Other deposits 12,123,624 804,945 . . = . s . a
4048711110 5,006,205,532 Liquidity Statement (Asset and Liability Maturity Analysis)
10.1 Maturity analysis of deposits and other accounts Standard Chartered Bank _Annexure - B
Payable on demand 7,123,889,053 6,189,065,003 Saadiq Branch
Residual maturity of AP
Not more than one month 552,397,159 208,099,870 Liquidity Statement .
More than 1 month but not more than 6 months 1,448,920,156 1,269,622,133 (Asset and Liability Maturity Analysis) Amount in Taka
More than 6 months but not more than 1 year 587,004,742 419,418,526 as at 31 December 2017 —_—
More than 1 year but not more than 5 years 5,232,500,000 10,000,000 Particulars Up to 1 month 1 to 3 months 3 to 12 months 1 to 5 years More than 5 years Total 2017
More than 5 years but less than 10 years - - Assets
Unclaimed deposits for 10 years or more = = Gl 7 g 2,803,644,759 _ _ _ _ 2,803,644,759
14,944,711,110 8,096,205,532 Balance with other banks and financial institutions - - - - - -
11 Other liabilities Placement with other banks and financial institutions = = = = = =
Provision for investments including Investment in Shares and Securities 700,000,000 - - - - 700,000,000
bad & doubtful investments (Note- 11.1) 284,492,942 281,151,561 Exgztr;g;ttss 593,047,8&36 853,228,5(?8 1,410,774,25_3 5,084,975,21?1 3,631,961 ,95_7 11 ,573,987,9(35
Profit/rent suspense account (Note - 11.2) 14,612,641 9,465,424 Gl eee 3,924,500,488 _ _ _ _ 3,024,509,488
Income tax liability (Note - 11.3) = - Non-banking assets - - - - - -
Profit payable on deposit 237,668,846 31,153,523 Total assets 8,021,202,143 853,228,568 1,410,774,253 5,084,975,231 3,631,961,957 19,002,142,152
Excise duty/VAT/tax 129,675 2,919,566 Liabilities
Suspense account 16,775,139 11,308,496 Placement from other banks and financial institutions - E B E = B
Charity payable 3,268,957 21,428,140 Deposits and other accounts 7,123,889,054 1,626,868,194 961,453,862 5,232,500,000 - 14,944,711,110
Internal investment/deposit 3,494,989,001 1,122,137,051 Other liabilities (including equity) 3,758,325,462 - - - 299,105,580 4,057,431,042
e ey e _ 201,239 Total liabilities 10,882,214,516 1,626,868,194 961,453,862 5,232,500,000 299,105,580 19,002,142,152
Accrued bonus points 4,018,964 4,123,386 Net liquidity difference (2,861,012,373) (773,639,627) 449,320,391 (147,524,769) 3,332,856,377 -
Others 1,474,877 2,865,072
4,057,431,042 1,486,748,458
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x) REPO transactions
BAS/BFRS: When an entity sells a financial asset and simultaneously enters into an agreement to
repurchase the asset (or similar assets) at a fixed price on a future date (REPO or stock lending), the
arrangement is accounted for a deposit, and the underlying asset continues to be recognized in the
entity’s financial statements. This transaction will be treated as loan and the difference between
selling price and repurchase price will be treated as interest expense.
Bangladesh Bank: As per DOS Circular letter no. 6 dated 15 July 2010 and subsequent clarification
in DOS circular no. 2 dated 23 January 2013, when a bank sells a financial asset and simultaneously
enters into an agreement to repurchase the asset (or a similar asset) at a fixed price on a future date
(repo or stock lending), the arrangement is accounted for as a normal sales transactions and the
financial assets are derecognized in the seller’s book and recognized in the buyer’s book.
However, as per DMD circular letter no. 7 dated 29 July 2012, non-primary dealer banks are eligible
to participate in the Assured Liquidity Support (ALS) programme, whereby such banks may enter
collaterallised repo arrangements with Bangladesh Bank. Here the selling bank accounts for the
arrangement as a loan, thereby continuing to recognise the asset.

xi) Cash flow statement
BFRS: As per BAS 7 Statement of Cash Flows, the cash flow statement can be prepared using either the
direct method or the indirect method. 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 BRPD circular no. 14 dated 25 June 2003, cash flow is the mixture of direct
and indirect methods.

xii) Off-balance sheet items
BFRS: As per BFRS there is no requirement for disclosure of off-balance sheet items on the face of
the balance sheet.
Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003, off-balance sheet items (e.g.

letter of credit, letter of guarantee etc.) must be disclosed separately on the face of the balance sheet.

xiii) Loans and advances net of provision
BFRS: Loans and advances shall be recognised net of impairment loss as per BAS 39.
Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003, provision on loans and
advances is presented separately as liability and cannot be netted off against loans and advances.

Basis of measurement

The financial statements of the Bank have been prepared on historical cost basis except for the following:

- Government treasury bills and bonds designated as HFT and subsequently measured at fair value
using marking to market concept with gains credited to revaluation reserve as per DOS circular 05
dated 26 May 2008 and DOS circular 05 dated 28 January 2009; and

- Government treasury bills and bonds designated as HTM and subsequently measured using
amortisation concept as DOS circular 05 dated 26 May 2008 and DOS circular 05 dated 28 January
2009.

- Net defined benefit (asset) liability in respect of defined benefit plan recognised as the present value
of defined benefit obligation less fair value of plan assets as per BAS 19 Employee Benefits.

Foreign Currency

According to BAS 21 The Effects of Changes in Foreign Exchange Rates,tansactions in foreign currencies
are translated into the respective functional currency of the operation at the spot exchange rate at the date
of the transaction.

Monetary assets, liabilities and fund deposited with Bangladesh Bank as capital denominated in foreign
currencies at the reporting date are translated into the functional currency at the spot exchange rate at that
date. Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value
are retranslated into the functional currency at the spot exchange rate at the date that the fair value was
determined. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign
currency are translated using the exchange rate at the date of the transaction.

Foreign currency differences arising on translation are recognised in the profit and loss account except for
exchange rate differences on funds deposited with Bangladesh Bank as capital, which is recognised
directly in equity.

Functional and reporting currency

The financial statements of the Bank are presented in Bangladeshi Taka (Taka/Tk/BDT) which is the
Bank’s functional and reporting currency.

Use of estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets,
liabilities, income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting

estimates are recognised in the periods in which the estimate is revised and in any future periods affected.

In particular, information about significant areas of estimation, uncertainty and critical judgements in
applying accounting policies that have the most significant effect on the amounts recognised in the
financial statements are described below:

Provisions for loans and advances

The Bank assesses its loans and advances for objective evidence of impairment on a regular basis and
particularly at year end. While the primary criteria set out in BRPD circular no. 14 dated 23 September 2012
for determining whether a loan is impaired are objective, based on borrower's ability to make timely
repayments, loans and advances may also be classified based on qualitative judgement. This involves
making assessments regarding the economic environment in which borrowers operate in addition to making
judgements about a borrower's financial condition and net realisable value of any underlying collateral.

Taxation

The estimation of current tax provision involves making judgements regarding admissibility of certain
expenses as well as estimating the amount of other expenses for tax purposes.

In addition, the recognition of deferred tax assets requires the Bank to estimate the extent to which it is
probable that future taxable profits will be available against which the deferred tax assets may be utilised.

Net defined benefit (asset) liability under defined benefit plan

The determination of the Bank's net defined benefit (asset) liability in respect of defined benefit plan
involves the use of estimates regarding demographic variables such as employee turnover and mortality
and financial variables such as discount rate, future increases in salaries and medical costs that will
influence the cost of the benefit.

Going Concern

These financial statements have been prepared on the assessment of the Bank’s ability to continue as a
going concern. Standard Chartered Bank, Bangladesh has neither any intention nor any legal or regulatory
compulsion to liquidate or curtail materially the scale of any of its operations. The key financial parameters
including liquidity, profitability, asset quality, provision sufficiency and capital adequacy, credit rating of the
Bank continued to exhibit a healthy trend for couple of years. Besides, the management is not aware of any

material uncertainties that may cast significant doubt upon the Bank’s ability to continue as a going concern.

Liquidity statement

The liquidity statement of assets and liabilities as on the reporting date has been prepared on the basis of
residual maturity term which has been given in the statement.

Data compilation

All balances of all branches (including Islamic branch) are included in these financial statements except
those of Offshore Banking Unit (OBU) branch.

Significant accounting policies

Assets

4.1.1 Investments

Investments in treasury bills and Government bonds are accounted for in accordance with DOS Circular
Letter No. 05 dated 26 May 2008 subsequently amended by DOS circular letter no. 05 dated 28 January
2009, which allow banks to use both HTM and HFT securities for fulfilment of Statutory Liquidity Reserve
(SLR) requirements.

In accordance with the requirements of the aforementioned circulars, amortised discount or premium on
HTM securities is recognised directly in equity. However, coupon interests are recognised in profit or loss.
Gains arising from revaluation of HFT securities on 'Marking to Market' basis are recognised in revaluation
reserve account while losses from revaluation of the same securities are recognised in profit or loss.

Bank's investments in unquoted shares are recorded at cost.

4.1.2 Fixed assets including premises, furniture and fixtures

ltems of fixed assets, other than land, are measured at cost less accumulated depreciation and
impairment losses, as per BAS 16 Property, Plant and Equipment. Cost includes expenditures that are
directly attributable to the acquisition of the asset. Land is carried at cost.

Subsequent costs

The cost of replacing part of an item of fixed assets is recognised in the carrying amount of the item if it is
probable that the future economic benefits embodied within the part will flow to the Bank and its cost can
be measured reliably. The cost of day-to-day servicing of fixed assets are expensed when incurred.

Depreciation
Depreciation on premises other than freehold land, and other fixed assets, is recognised in profit or loss
on a straight line basis over the expected useful life of the assets based on cost. The estimated useful lives
and the rate of depreciation for the current and comparative periods are as follows:

Estimated useful life Rate of depreciation

Freehold premises 50 years 2%

Fixed equipments 3 to 15 years 7% - 33%
Computer and office equipments 3-7 years 20%
Furniture and fittings 5 years 20%
Motor Vehicle 5 years 20%

Depreciation on additions to fixed assets is charged from the month in which such assets are available for
use. Adjustments to accumulated depreciation for disposals / write offs are made up to the month in which
the relevant assets are disposed / written off.

Retirement and disposals

An asset is derecognised on disposal or when no future economic benefits are expected from its use.
Gains or losses arising from the retirement or disposal of an asset is determined as the difference between
the net disposal proceeds and the carrying amount of the asset which is recognised as gain or loss from
disposal of asset under other operating income.

4.1.3 Loans and advances to customers

Loans and advances are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market and that the Bank does not intend to sell immediately or in the near term.
Loans and advances are initially measured at fair value, and subsequently measured at amortised cost.
These are stated gross with accumulated specific and general provisions for loans and advances being
shown under other liabilities.

4.1.4 Loan write -off

Loans are normally written off, when there is no realistic prospect of recovery and classified as ‘Bad loan’
complying with BRPD circular no. 13 dated 7 November 2013, BRPD circular no. 2 dated 13 January 2003
and DFIM Circular letter no. 11 dated 21 November 2013. Designated units of the bank (GSAM for
corporate customers and Credit & Collections for retail customers) monitor loans written off and legal
action taken against the classified customers. The written-off loans do not undermine or affect the amount
claimed against the borrower by the bank. The designated units of the bank maintains a separate record
for all individual cases of written-off loans. These units of the bank follow-up on the recovery efforts of the
written-off loans and advances until the full settlement of the claimed amount.

4.1.5 Leases

In accordance with BAS 17 Leases, leases in terms of which the Bank assumes substantially all the risks
and rewards of ownership are classified as finance leases.
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4.2.6

4.2.7

4.2.8

When the Bank is a lessee under finance leases, the leased assets are capitalised and included in fixed
assets and the corresponding liability to the lessor is included in other liabilities. A finance lease and its
corresponding liability are recognised initially at the fair value of the asset or, if lower, the present value of
the minimum lease payments. Finance charges payable are recognised as interest expense over the
period of the lease based on the interest rate implicit in the lease so as to give a constant rate of interest
on the remaining balance of the liability.

All other leases are classified as operating leases. When the Bank is the lessee under an operating lease,
leased assets are not recognised in the balance sheet. Rentals payable and paid in advance under operating
leases are accounted for on a straight-line basis over the period of the lease, unless another systematic
basis is more representative of the time pattern of the user’s benefit, and are included in rent expenses.

Liabilities
Borrowings from other banks, financial institutions and agents
Borrowings from other banks, financial institutions and agents include both interest-bearing borrowings

against securities from Bangladesh Bank and other banks, vostro accounts balances and call borrowing from
other banks. These items are brought to financial statements at the gross value of the outstanding balance.

Deposits by customers and banks
Deposits are the Bank’s principal source of debt funding. Deposits are initially measured at fair value and
subsequently measured at amortised cost.

Provisions for other assets

BRPD circular no. 14 dated 25 June 2001 requires a provision of 100% on other assets which are
outstanding for one year and above. The Bank maintains provisions in line with this circular unless it
assesses there is no doubt of recovery on items of other assets in which case no provision is kept.

Provisions on nostro accounts

Unsettled debit transactions (as per Bank's book and nostro statements) for more than three months on
nostro accounts are reviewed at each balance sheet date by management and provisions are kept in
accordance with Bangladesh Bank Foreign Exchange Policy Department, circular no. FEPD
(FEMO)/01/2005-677 dated 13 September 2005.

Provisions for liabilities and charges

A provision is recognised if, as a result of a past event, the Bank has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be
required to settle the obligation.

Contingent liabilities are not recognised but disclosed in the financial statements unless the possibility of
an outflow of resources embodying economic benefits is reliably estimated.

Provisions on loans and advances

At each balance sheet date and periodically throughout the year, the Bank reviews Investments and
advances to assess whether objective evidence that impairment of a Investment or portfolio of
Investments has arisen supporting a change in the classification of Investments and advances, which may
result in a change in the provision required in accordance with BRPD circular no. 14 dated 23 September
2012, BRPD circular no. 19 dated 27 December 2012, BRPD circular no. 05 dated 29 May 2013, BRPD
circular no. 16 dated 18 November 2014, BRPD circular no. 12 dated 20 August 2017 and BRPD circular
no. 15 dated 27 September 2017. The guidance in the circulars follow a formulaic approach whereby
specified rates are applied to the various categories of Investments as defined in the circular. The
provisioning rates are as follows:

General provision on: 2017 2016
Unclassified loans under small and medium enterprise financing (SMEF) 0.25%  0.25%
Unclassified loans under housing finance (HF) and on loans for professionals (LP) 2.00% 2.00%
Unclassified loans under consumer financing (CF) other than 5.00% 5.00%
housing finance (HF) and loans for professionals (LP)

Unclassified loans to brokerage houses (BH), merchant banks (MB), stock dealers (SD) 2.00%  2.00%
All unclassified loans except under SMEF, HF, LP, CF, BH, MB, SD and short-term 1.00% 1.00%
agricultural and micro-credit scheme

Unclassified loans under short-term agricultural and micro-credit scheme 1.00% 2.50%
Off-balance sheet exposures 1.00% 1.00%
Unclassified Loans of Credit Cards (CC) 2.00% 5.00%

In accordance with BRPD circular no. 05 dated 29 May 2013, the rate of provision on the outstanding
amount of loans kept in the 'Special Mention Account' will be the same as the rates stated above
depending on the types of loans and advances.

Specific provision on: 2017 2016
Substandard loans and advances 20% 20%
Doubtful loans and advances 50% 50%
Bad / loss loans and advances 100% 100%
Short-term agricultural and micro-credits:
Substandard and Doubtful loans and advances 5% 5%
Bad / loss loans and advances 100% 100%

The above rates are the minimum prescribed rates. BRPD circular no. 14 dated 23 September 2012
provides scope for further provisioning based on qualitative judgements. If the specific provisions
assessed under the qualitative methodology are higher than the specific provisions assessed under the
formulaic approach above, the higher of the two is recognised.

Taxation

Income tax expense comprises current and deferred tax. Income tax expense is recognised in the profit &
loss account except to the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity.

Current tax

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or

substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of prior years.

Provision for taxation for the year ended 31 December 2017 has been made on the basis of the provisions of the
Income Tax Ordinance 1984 and the Finance Act 2017-18. Currently the tax rate applicable for banks is 42.5%.

Deferred tax assets / (liabilities)

As per BAS 12 Income Taxes, deferred tax assets / (liabilities) are calculated using the balance sheet
method, providing for temporary differences between the carrying amount of assets and liabilities and
their tax bases. The tax base of assets is the amount that will be deductible for tax purposes against any
taxable economic benefits that will flow to an entity (in this case, the Bank) when it recovers the carrying
amount of the assets. The tax base of liabilities is their carrying amount, less any amount that will be
deductible for tax purposes in respect of the liabilities in future periods. Deferred tax is measured at the
tax rates that are expected to be applied to temporary differences when they reverse, based on laws that
have been enacted or substantively enacted by the reporting date. Deferred tax is calculated using the tax
rates as prescribed in the Income Tax Ordinance (ITO) 1984 and relevant Statutory Regulatory Orders
(SRO) and BRPD circular no. 11 dated 12 December 2011.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be
available against which the asset can be utilised. Deferred tax assets are reviewed at each reporting date
and are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

Workers Profit Participation (WPPF)

The bank has sought external legal opinion, whereby it was stated that there is significant ambiguity
around the inclusion of Banking Institutions within the scope of Chapter XV: Workers’ Profit Participation
Fund (WPPF) under the Bangladesh Labour Act, 2006 (the ‘Act’) and the subsequent amendments thereof.
As per the Act and amendments thereof, an employer is required to pay 5% of its net profit (as defined
under the Act) to the 1) Workers’ Participation Fund 2) Workers’ Welfare Fund and 3) Labour Trust
Foundation Fund for further appropriate disbursement of the funds to all members (i.e., ‘Beneficiaries’, as
defined under the Act) as prescribed under the Act.

As per the external legal opinion sought by the Bank, the inclusion of Banks within the scope of the WPPF
under the Bangladesh Labour Act, 2006 is in contradiction with the relevant provisions under The Bank
Companies Act, 1991. These ambiguities are yet to be settled and the Bank is seeking clarifications from
appropriate Authorities. On the basis of the facts currently known and external legal opinions,
management believes that the possibility of a legal obligation for payments out of WPPF is low at the
current stage and hence, no provision has been made for the same.

4.2.9 Good Borrower incentive provisions

Bank recognizes its good borrowers (GB) and made interest incentives @10% of total interest realized
during immediate past 12 months from the Good Borrowers of the bank. Bank assessed the eligibility of
GB every year as per BRPD circular no. 06 dated 19 March 2015 and BRPD (P-1)/661/13/2016-6924 dated
19 October 2016 and clarification provided by BRPD from time to time.

4.2.10 Employee benefits

4.3
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Short term benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as the
related service is provided. A provision is recognised for the amount expected to be paid under
performance bonus plans if the Bank has a present constructive obligation to pay this amount as a result
of past service provided by the employee and the obligation can be estimated reliably.

Defined contribution plans - Provident fund

The Bank contributes to a locally registered provident fund scheme which is approved by the National
Board of Revenue (NBR) for employees of the Bank eligible to be members of the fund in accordance with
the rules of the provident fund constituted under an irrevocable trust. Obligations for contributions to the
provident fund are recognised as an expense in profit or loss when they are due.

Defined benefit plans - Gratuity fund

The Bank operates a funded gratuity scheme recognised by National Board of Revenue (NBR). This fund
is managed separately by ‘SCB Employees Gratuity Fund Trust’ and any investment decision out of this
fund is also made by this Trust. The benefit is paid on separation to the eligible employees i.e. who have
completed at least 5 (five) years of continuous service. Gratuity is payable at the rate of one and a half
month's gross salary (if length of service is 10 years and above) and one month’s gross salary (if length of
service is 5 years or more but less than 10 years) of last drawn for each completed year of service or any
part thereof in excess of six months. In accordance with the requirements of BAS 19 Employee Benefits,
the Bank’s net obligation in respect of its gratuity fund is calculated by estimating the amount of future
benefit that employees have earned in return for their service in the current and prior periods; discounting
the benefit to determine its present value; and deducting the fair value of any plan assets. The calculation
is performed by a qualified actuary using the Projected Unit Credit method.

The net interest expense (income) on the net defined benefit liability (asset) for the period is determined by
applying discount rate used to measure the defined benefit obligation at the beginning of the annual period
to the then net defined benefit liability / (asset), taking into account any changes in the net defined benefit
liability / (asset) during the period as a result of contributions and benefit payments. Consequently, the net
interest on the net defined benefit liability / (asset) comprises interest cost on defined benefit obligation,
interest income on plan assets, and interest on the effect on the asset ceiling.

Actuarial gains or losses that arise are recognised in equity and presented in the statement of changes in
equity in the period they arise. Past service costs are recognised in the period in which the plan
amendment or curtailment occurs.

Profit and Loss Accounts - Income and Expenses

Interest income on conventional banking

Interest income are recognised in the profit and loss account using the effective interest method.

The effective interest rate is the rate that exactly discounts the estimated future receipts through the
expected life of the financial asset or liability (or, where appropriate, a shorter period) to the carrying
amount of the financial asset or liability.

Interest is accrued on a daily basis and applied to customer accounts every month, quarter and at maturity
depending on the product offerings.

In accordance with BRPD circular no. 14 dated 23 September 2012, interest accrued on sub-standard
loans and doubtful loans are credited to Interest Suspense Account which is included within Other
liabilities. Interest from loans and advances ceases to be accrued when they are classified as bad / loss.

4.3.2 Profit on Saadiq investments

Profit on investments is recognised, on an accrual basis, over the lifetime of the investments so as to
reflect a constant rate of return on their carrying amounts. Overdue / late payment charge on investment
is transferred to charity suspense account instead of income account.

4.3.3 Interest income from investment in securities

Interest on investment in securities other than the amount of amortisation of premium and discount on
securities classified as HTM which is recognised directly in equity in accordance with DOS circular no. 05
dated 26 May 2008, is recorded in the profit and loss account.

4.3.4 Commission and fee income

The Bank earns commission and fee income from a diverse range of services (e.g. LC operations,

accounts maintenance, custodial services, credit card renewal etc.) provided to its customers.

Commission and fee income is accounted for as follows:

- income earned on the execution of a significant act is recognised as revenue when the act is
completed,

- income earned from services provided is recognised as revenue as the services are provided.

4.3.5 Exchange income

Exchange income includes all gains and losses from foreign currency transactions.

4.3.6 Dividend income

Dividend income from the investments in unquoted shares in Central Depository Bangladesh Ltd. (CDBL)
is recognised when it is received.

4.3.7 Interest expense on deposits

4.4

Interest expense for all deposits are recognised in the profit and loss account using the effective interest
method.

Others

4.4.1 Offsetting financial assets and financial liabilities

Financial assets and financial liabilities are offset and the net amount reported in the balance sheet when
there is a legally enforceable right to offset the recognised amounts and there is an intention to settle on a
net basis, or realise the asset and settle the liability simultaneously.

4.4.2 Cash and cash equivalents

For the purpose of the cash flow statement, cash and cash equivalents include notes and coins on hand
and balances held with other banks and financial institutions and highly liquid investments that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of change in value.

4.4.3 Materiality and aggregation

Each material class of similar items has been presented separately in the financial statements. Items of
dissimilar nature also have been presented separately unless they are immaterial in accordance with BAS
1 ‘Presentation of Financial Statements'.

4.4.4 Comparative information

4.5

5.0

5.1

Comparative information including narrative and descriptive one is disclosed in respect of the preceding
period where it is relevant to enhance the understanding of the current period’s financial statements.
Certain comparative amounts in the financial statements are reclassified and rearranged where relevant,
to conform to the current year’s presentation.

New accounting standards

The Bank has consistently applied the accounting policies as set out in Note 4 to all periods presented in
these financial statements. The various amendments to standards, including any consequential
amendments to other standards, with the date of initial application of 1 January 2017 have been
considered. However, these amendments have no material impact on the financial statements of the Ban!
In December 2017, ICAB has decided to adopt IFRS replacing BFRS effective for annual periods beginning
on or after 1 January 2018. However, since currently issued BFRS have been adopted from IFRS without any
major modification, such changes would not have any material impact on financial statements.

A number of standards and amendments to standards are effective for annual periods beginning after 1
January 2017 and earlier application is permitted. However, the Bank has not early applied the following
new standards in preparing these financial statements.

(a) BFRS 9 Financial Instruments (to be adopted as IFRS 9)

BFRS 9, published in July 2014, replaces the existing guidance in BAS 39 Financial Instruments:
Recognition and Measurement. BFRS 9 includes revised guidance on the classification and
measurement of the financial instruments, a new expected credit loss model for calculating
impairment of financial assets, and the new general hedge accounting requirements. It also carries
forward the guidance on recognition and derecognition of financial instruments from BAS 39. BFRS 9
is effective for annual reporting periods beginning on or after 1 January 2018, with early adoption
permitted. As per the Bank's assessment, any material impact of BFRS 9 would be primarily on
calculation of impairment provision. However, as Bangladesh Bank has not issued any circular to
revise its current impairment, classification and measurement policies to align with BFRS 9 the Bank
is unable to quantify any potential impact on its financial statements.

(b]

BFRS 15 Revenue from Contracts with Customers (to be adopted as IFRS 15)

BFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue
is recognised. It replaces existing recognition guidance, including BAS 18 Revenue, BAS 11 Construction
Contracts and BFRI 13 Customer Loyalty Programmes. BFRS 15 is effective for annual reporting periods
beginning on or after 1 January 2018, with early adoption permitted. Based on preliminary assessment
the Bank has determined that BFRS 15 has no material impact on its financial statements.

IFRS 16 Leases

IFRS 16, issued in January 2016 replaces existing leases guidance and effective for reporting period
beginning on or after 1 January 2019. It will result in almost all leases being recognised on the balance
sheet, as the distinction between operating and finance leases is removed. Under the new standard,
an asset (the right to use the leased item) and a financial liability to pay rentals are recognised. The
only exceptions are short-term and low-value leases. The accounting for lessors will not significantly
change. The Bank has not yet assessed any potential impact of IFRS 16 on its financial statements.

(c

(d) IFRS 17 Insurance Contracts

IFRS 17 was issued in May 2017 and applies to annual reporting periods beginning on or after 1
January 2021. IFRS 17 establishes the principles for the recognition, measurement, presentation and
disclosure of insurance contracts within the scope of the standard. The objective of IFRS 17 is to
ensure that an entity provides relevant information that faithfully represents those contracts. The Bank
has not yet assessed in potential impact of IFRS 17 on its financial statements.

There are no other standards that are not yet effective and that would be expected to have a material
impact on the Bank in the current or future reporting periods and on foreseeable future transactions.

Capital

The Bank's approach to capital management is driven by a desire to maintain a strong capital base to
support the development of its business, to meet regulatory capital requirements at all times and to
maintain good credit ratings.

Compliance with capital adequacy regulations

Capital requirements for the Bank at a local level are set and monitored by Bangladesh Bank. The capital

that the Bank is required to hold is determined considering its balance sheet and off-balance sheet

positions in accordance with guidelines on risk based capital adequacy.

The Bank's capital structure consists of Tier | and Tier Il capital which is aligned with regulatory capital

structure. Tier | capital is further categorized as Common Equity Tier 1 (CET1) and Additional Tier 1 capital.

The computation of the amount of Common Equity Tier |, Additional Tier | and Tier Il capital shall be

subject to the following conditions:

«  The Bank has to maintain at least 4.50% of total Risk Weighted Assets (RWA) as Common Equity Tier
| capital.

«  Tier | capital will be at least 6.00% of the total RWA.

+  Minimum Capital to Risk-weighted Asset Ratio (CRAR) will be 10% of the total RWA.

+  Additional Tier | capital can be maximum up to 1.5% of the total RWA or 33.33% of CET 1, whichever
is higher.

«  Tier Il capital can be maximum up to 4% of the total RWA or 88.89% of CET1, whichever is higher.

+ In addition to minimum CRAR, Capital Conservation Buffer (CCB) @ 2.5% of the total RWA will be
maintained in the form of CET1 in a phased manner from 2016 to 2019.

As per section 13 (1), subsequent revision and amendments to the Bank Company Act 1991 and BRPD
circular no. 18 dated 21 December 2014 and BRPD circular letter no. 11 dated 14 August 2008, the
required amount of the capital and reserves of the bank at the close of the business on 31 December 2017
is Tk. 4,000,000,000 or 10% of risk weighted assets whichever is higher. Accordingly, the required
amount of the capital and reserves of the Bank at the close of the business on 31 December 2017 was
28,013,721,642 (2016: Tk 23,061,320,857). The Bank's capital was greater than the amount required as
above. The details of the capital as on 31 December are as follows:

2017 2016

Taka Taka
Total risk weighted assets 280,137,216,424 230,613,208,574
10% of risk weighted assets 28,013,721,642 23,061,320,857

Total capital held:

Common Equity Tier |

2,223,946,156
31,511,451,349
(174,286,114)

Fund Deposited with Bangladesh Bank

Retained Earnings

Actuarial Gain/(Loss)

Less: Regulatory Adjustment for Deffered Tax Assets
as per Bangladesh Bank Guidelines

2,312,837,956
38,985,670,000
(214,708,614)

(1,202,025,506) (1,476,359,163)

39,881,773,836 32,084,752,229
Additional Tier | - -
Total Tier | Capital 39,881,773,836 32,084,752,229
Tier 1l
General Provision 4,661,764,205 3,888,595,180
Revaluation Reserve for Securities 95,830,428 143,745,642
Total Tier Il Capital 4,757,594,633 4,032,340,822
Total Regulatory Capital 44,639,368,469 | |  36,117,093,051
Total capital Required 28,013,721,642 23,061,320,857
Surplus capital 16,625,646,827 13,055,772,194
Common Equity Tier -I Ratio 14.24% 13.91%
Tier | Capital Adequacy Ratio 14.24% 13.91%
Tier Il Capital Ratio 1.70% 1.75%
Capital to Risk Weighted Assets Ratio (CRAR) 15.93% 15.66%

Refer to Annexure - F for Disclosures on Risk Based Capital (Basel Ill) Pillar IIl.
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2017 2016 9.1 Classification of Treasury Bills and Government Treasury Bonds 2017 2016 2017 2016
G Cest Taka Taka Held to Maturity (HTM) Taka Taka 10.3.2 Customers' group wise classification of loans and advances Taka Taka
Inhand {ncluding foreign currencies) T Bill 22,057,195,261 10,198,068,012 Retail | d ad 42,558,512,571 34,390,819,924
Local currency 3,030,372,086 2,742,631,178 reasury bils . oL, BUSEHRES (Z) SEtal'l 02”;?2_ a ‘g”:ces, 10,630,016 4200 820115
Foreign currencies 218,816,336 43,728,810 Bangladesh Bank Bills 749,817,956 - (b) mall an el ium Enterprises ,510,630, ,392,820,
3.049.188,422 786,359,988 Bangladesh Government Islamic Bonds 700,000,000 = (c) Large Enterprises 3,978,409,568 2,267,147,445
T T Bangladesh Government Treasury Bonds 8,917,339,058 16,999,165,457 (d)  Corporate customers 96,723,775,805 80,693,040,200
Balance with Bangladesh Bank (including foreign currencies) 32,424,352,275 27,192,233,469 160.771.327.960 131.743.827.684
Locall eurrency ) 7 A0 B 20 T IR 0 28T Held for Trading (HFT) (a) Retail loans and advances - product wise classification
Fore!gn currencies . . 2,603,630,614 1,591,966,803 Treasury Bills _ 149,008,680 Groditicards 5,790,120,480 5,511,462,750
Foreign currency capital (restricted) - - Bangladesh Bank Bills 25,639,648,440 25,744,818,106 Overdraft 681,302,833 483,055,428
20,074,162,820 15,444,171,070 Reverse Repo Treasury Bills - 1,096,572,051 Personal Loan 19,105,656,300 13,763,660,070
Balance with Sonali Bank as agent of Bangladesh bank Reverse Repo Government Bonds 201,118,692 882,006,472 Loan to Professional 2,471,181 5,915,755
Sonali Bank as an agent of Bangladesh Bank 54,645,936 47,643,695 Bangladesh Government Treasury Bonds 632,021,351 6,214,964,075 Auto loans 1,197,112,356 742,179,889
20,128,808,756 15,491,814,765 26,472,788,483 34,089,169,384 Mortgage Loan 8,493,067,475 6,884,971,456
23,377,997,178 18,278,174,753 58,897,140,758 61,281,402,853 Staff loans 2,636,773,094 2,402,129,117
i Revolving Loan = =
7 Cash Reserve Ratio (CRR) 9.2 Tenor wise grouping of Treasury Bills, Bangladesh Bank Bills and Government Bonds Cheque Purchased _ _
As per section 33 of the Bank Companies Act 1991 (amended upto 2013) & MPD circular no. 1 dated Treasury Bills and Bangladesh Bank Bills Islamic - Credit Card Issuin 442,699,451 571,278,447
23 June 2014 issued by Bangladesh Bank (effective from 24 June 2014), SCB has been maintaining Held to Maturity (HTM) Securities I : ) uing DN 7
o ; ! o 7 ) ) : } Yy Islamic - Personal Finance 2,352,183 9,609,703
6.0% CRR on daily basis and 6.5% on bi-weekly basis. CRR requirement is calculated on the basis of . . .
weekly average total demand and time liabilities (ATDTL) of a base month which is two months back S0jayiBanglaceslBandHIS (Gl - Islamic - Auto Finance 416,476,901 358,122,133
of the reporting month (i.e. CRR of December 2017 is maintained on the basis of weekly ATDTL of 28 Day Treasury Bills - - Islamic - Mortgage Finance 3,790,480,317 3,658,338,653
October 2017). Reserve maintained by the bank as at 31 December is as follows: 91 Day Treasury Bills 7,679,838,312 5,742,222,736 Bill discounted & purchased = 96,524
7.1 Cash Reserve Ratio (CRR) IR 7,004,074,842 2,908,005,371 42,558,512,571 34,390,819,924
Average total demand and time liabilities of October 2017 (excluding inter-bank deposit) Daily 6% of 1 Year Treasury Bills 7,373,282,107 1,542,839,905 . . . L
average demand and time liabilities: 22,807,013,217 10,193,068,012 (b) Sméll and Medium Enterprises - product wise classification
Required reserve 13,157,495,120 11,839,061,590 Held For Trading (HFT) Securities ElEiieEs Ol SR 72
Actual reserve held (Annexure - E) 18,853,197,273 14,693,897,050 30 Day Bangladesh Bank Bills 25,639,648,440 25,744,818,106 Loans against property 110,743,309 1,889,698,010
. D oUT Business Instalment Loan 11,929,904,080 10,706,044,819
Surplus 5,695,702,153 2,854,835,460 :‘13 gay Ireasury :!::S - - Term loans 102,879,260 100,741,960
ay Treasury Bills - - g
Bi-weekly 6.5% of average demand and time liabilities: 182 Day Treasury Bills _ 949,298,337 e ciindleans et 2ez B REE AT
) Yy Y IS, Loans against trust receipts 35,506,000 68,044,559
Required reserve 14,258,953,030 12,825,650,060 1 Year Ti Bill _ 297.182.394
Actual reserve held 18,853,197,273 14,693,897,050 sarressiy B — Import Loan LA i
pektEh ISy D 25,639,648,440 26,991,298,837 Import Invoice Finance - -
Surplus 4,599,244,243 1,868,246,990 T T S IGE ST TEEAESIEAD) Islamic - Instalment Finance-Murabah 42,958,176 106,143,572
Statutory Liquidity Ratio (SLR) SEN U B EI BRI EEEEn 2Em sl EEERT ples oo Islamic - Finance Against Prop. 3,603,404,430 1,160,762,737
Pursuant to section 33 of the Bank Companies Act 1991 (amended upto 2013) & MPD circular no. 2 Government Bonds Islamic - Finance Against TR - -
dated 10 December 2013 issued by Bangladesh Bank (effective from 1 February 2014), SCB has been Held to Maturity (HTM) Securities Islamic - Import Invoice Financing - -
maintaining 13% SLR on weekly average total demand and time liabilities (ATDTL) of a base month 6 Month Bonds- Islamic 700,000,000 _ Bill discounted & purchased 16,080,000 16,080,000
which is two months back of the reporting month (i.e. SLR of December 2017 is based on weekly ) "
ATDTL of October 2017). Reserve maintained by the bank as at 31 December is as follows: 1 Year Bonds- Islamic : : 17,510,630,016 14,392,820,115
2 Year Bonds 1,382,453,857 2,881,620,089 (c) Large Enterprises - product wise classification
Statutory Liquidity Ratio (SLR ) 5 Year Bonds 5,520,589,023 10,005,990,364 OVEGER 244,843,512 826,182
13% of Average demand and time liabilities: 10 Year Bond 1,879.811,981 3.977.086,380 verara T ’
Required reserve 27.414,593,750 25,068,271,838 e o607 6, LRI G P 5 TELTAETAE SN RE
q , IS, SOOI 15 Year Bonds 79,627,417 79,616,399 Business Instalment Loan 2,420,421,363 1,139,272,278
Actual reserve held with Bangladesh Bank 66,800,922,422 65,984,973,848 20 Year Bonds 54,856,780 54,852,225 Term loans R 4.610.269
Surplus 39,386,328,672 40,926,702,010 9,617,339,058 16,999,165,457 Revolving loans - 197,289,950
Loans against trust receipts 24,721,540 153,504,782
7.2 Actual reserve held for SLR Held For Trading (HFT) Securities moort Lg P 5 139 701
Cash in hand 3,249,188,419 2,786,359,988 N . : - MG i i
Balance with Bangladesh Bank 26,389,466,396| |  25,744,818,106 v ) ) Import Invoice Finance - -
Balance with agent bank (Sonali Bank Ltd.) 54,663,000 47,636,000 IEHEiAltS = [AIREED EEEl i PRepaiy T, IR AT AT
i ransit g : e e 2 Year Bonds - 899,441,137 Bill discounted & purchased - 123,971,534
: - 5 Year Bonds 205,750,316 5,554,149,593
Surplus in excess of actual CRR (note 7.1) 4,599,244,243 1,868,246,990 10 Year Bonds 238,794,843 244,254,650 S:078,400:568) 226751475445
Prize bond 687,000 1,328,000 15 Year Bonds 388,594,884 400,025,167 (d) Loans and advances to corporate customers - product wise classification
Treasury Bills/Bangladesh Bank Bills 22,057,195,263 11,439,548,743 20 Year Bonds - - Overdraft 7,489,432,016 2,590,343,382
Bangladesh Government Treasury Bonds 10,450,479,101 24,097,036,003
[¢] y 833,140,043 7,097,870,547 'g:]rm Lo;ajn - 6,802,795,038 5,103,443,979
66,800,923,422 65,984,973,830 eque Purchase - -
Total Government Bonds 10,450,479,101 24,097,036,004 it Bi fer - -
8 Balance with other banks and financial institutions —— — (Chiesli G N.egotllanon
Inside Bangladesh 1,007,717,867 160,303,585 9.3 Residual maturity grouping of Treasury Bills, IEXPOH :nVOfce Enance = -
Outside Bangladesh 25,352,978,989 31,546,708,861 Bangladesh Bank Bills and Government Bonds (2 [myates [AlEee - -
Import Loan 5,929,337,160 6,813,041,568
On demand 201,118,692 - i .
26,360,696,856 31,707,012,446 U to 1 month g Ny Loan Against Trust Receipt 6,022,502,043 5,448,464,806
Inside Bangladesh op o S Preshipment Finance 7,862,028,796 5,684,724,378
N CEEENTE ver 1 month but not more than 3 months 5,567,827,009 3,496,355,334 Outward Bil R R
Sonali Bank Ltd 45,045,415 49,393,062 O & (e (Uil mesi el e 1 ey 123128 1193 28 Tl i A2t 12t Short Term Loan 32,404,414,877 35,921,666,047
IFIC Bank Ltd 48,504 149,654 Over 1 year but not more than 5 years 441,058,330 7,446,217,126 Islamic Import Invoice Finance - 77,999,751
National Bank Ltd 3,000,000 3,000,000 Over 5 years 769,488,023 1,025,113,525 Islamic Short Term Loan 681,645,474 769,498,561
Prime Bank Ltd 3,000,000 3,000,000 58,897,140,758 61,281,402,853 Islamic Term Loan 973,721,102 -
Islami Bank Bangladesh Ltd - 9,062,523 ’ Islamic Finance Against Trust Receipt 197,218,017 9,327,831
9.4 Face value and market value of Treasury Bills, . "
i Islamic Import Finance 299,927,380 8,195,195
Agrani Bank 6,623,948 5,698,346 B ladesh Bank Bill 4G t Bond
' angraceshl=an Seis an S OVCININCHEZONCS Bill discounted & purchased 28,060,753,902 18,266,334,702
Termiaccount: Treasury Bills and Bangladesh Bank Bills: 96,723.775.805 80.693,040.200
i - i i th il 3 3
it iy =l L A0y Face value of Treasury Bill (including Bangladesh Bank Bills)[48,660,000,000 37,279,463,589 _ -
ot =i ASU I I - Unamortised amount of Treasury Bills (213,332,220) (95,535,944) 1033 Loans and advances - sector wise classification
Dhaka Bank 300,000,000 = MTM gain / (loss) from Treasury Bills - HFT (6,122) 439 204 (i) Retail Customers 42,558,512,571 34,390,819,924
Mercantile Bank 110,000,000 - M vl 48,446,661,657 37,184,366,849 (||) Small & Medlulm Enterprise 17,510,630,016 14,392,820,115
Standard Bank Ltd 90,000,000 90,000,000 (iii) Large Enterprise 3,978,409,568 2,267,147,445
Total inside Bangladesh 1,007,717,867 160,303,585 Government bonds: (iv) Corporate Customers 96,723,775,805 80,693,040,200
Outside Bangladesh Face value of Government Bond 10,197,907,400 23,345,879,708 160,771,327,960 131,743,827,684
Non Group Nostro Unamortised amount of Government Bonds 107,964,481 434,728,266 i . o i
' MTM gain / (loss) from Government Bonds - HFT 144,607,219 316,428,029 @ :°?"5| and :d"‘j‘“cefs - Se°t°'d"'¢s:_ classification|(RetaillCustomers)
Current account with: M vl 10,450,479,100 24,097,036,003 gricul ture,. unting, forestry and fishing = =
Nordea Bank Norge, OSLO- NOK 2 1 Manufacturing - -
Credit Suisse, Zurich - CHF 14,655,510 72,593,841 Total 58,897,140,758 61,281,402,853 Electricity, gas and water = =
Royal Bank of Canada, Toronto - CAD 11,145,258 9,132,930 0 (e cad Eeilh erEhEie G Commerce - -
Westpac Banking Corporation - AUD 1,736,038 = Cradit oards 5.790.120,480 5.511.462,749 EWETPei 21 CommYiEEeE . - -
Bank of America Merrill Lynch - USD - 651,670 P G| AT P p——- ClammTisy, Seet] Ene | [pRsane] SariEes - -
Al Rajhi Bank - SAR 4.405.261 10 T T Retail Loan 39,921,739,477 31,988,690,807
J s Personal Loan 19,105,656,297 13,763,660,072 Staff Loan 2 636.773.094 2402129117
Nordea Bank, OSLO - SEK 3 124,286 . o — e —
’ ’ Loan to Professional 2,471,181 5,915,755 AoToEe oI5 34.390.619,924
Nordea Bank, Denmark 6,620 = Aute eErs 1,197,112,356 742,179,889 — oINS I9F,9090,079,925
31,948,692 82,502,738 Mortgage Loan 8,493,067,475 6,884,971,456 (ii) Loans and advances - sector wise classification (Small & Medium Enterprise)
Group Nostro Staff loans 2,636,773,094 2,402,129,117 Agriculture, hunting, forestry and fishing - -
Current account with: Revolving Loan 168,416,242 365,172,360 Manufacturing 1,463,813,997 1,249,291,301
SCB Hongkong - HKD 29,724 25,906 Loans against property 1,263,922,287 2,275,906,442 Electricity, gas and water S S
SCB Bombay ACU - USD = 698,377,211 Business Instalment Loan 14,350,325,443 11,845,317,097 Commerce 396,272,716 21,971,227
SCB Nepal - USD 64,771,416 42,089,063 Term loans 6,905,674,299 5,208,796,207 ENEFOR Q) Gommieeions TSSO 70 SR e
SCB London - GBP 39,267,877 67,239,940 Loans against trust receipts 6,082,729,583 5,670,014,147 Caminiliy, SSEE &) PRESiE] 2riEEs e /el 2
SCB London - USD 21,611,808 18,830,184 Import Loan 5,956,539,300 6,813,041,568 IAIEWEnE) TSEmeD Ene] BUsEss S2ries Eailbiabolodd BRI T
SCB Bombay ACU - EUR 362,527 244,336 Pre-shipment Finance 7,862,028,796 5,684,724,378 17,510,630,016 14,392,820,115
SCB Karachi ACU - USD 241,187,814 177,439,585 Short Term Loan 32,404,414,877 35,921,666,047 M) A AR e o L e A D € FEea S0 (o o i )
SCB Colombo ACU - USD 110,026,794 95,470,166 Islamic - Credit Card Issuing 442,699,451 571,278,447 AT, i), fevesiny enel fiig = -
SCB Frankfurt - EUR - 46,956,837 Islamic - Personal Finance 2,352,183 9,609,703 Manufacturing 461,313,974 650,189,676
SCB Singapore - SGD = 1,049,659 Islamic - Auto Finance 416,476,901 358,122,133 Electricity, gas and water - -
SCB Tokyo - JPY 513,988,703 135,613,140 Islamic - Mortgage Finance 3,790,480,317 3,658,338,653 Commerce - -
SCB Dubai - AED 22,534 = Islamic - Instalment Finance-Murabah 42,958,176 106,143,572 Transport and communications 2,679,700,623 1,163,526,225
991,269,197 1,283,336,027 Islamic - Finance Against Prop. 4,726,508,904 1,422,226,755 Community, social and personal services 70,439,713 82,760,059
. . Islamic - Finance Against TR 197,218,017 9,327,831 Financing, insurance and business service 766,955,258 370,671,485
Sl i P G Wil Islamic - Import Invoice Financing = 77,999,751 3,978,409,568 2,267,147,445
SCB Dhaka OBU - USD 19,103,700,000 22,767,420,000 Islamic Short Term Finance 681,645,474 769,498,561 i ) o
ondon - ,127,400, - . ) iv] oans and advances - sector wise classification (Corporate customers)
SCB Lond UsSD 5,127,400,000 T —. 973.721.102 _ (iv) L d ad t I fication (C t t )
SCB Dhaka OBU - EUR 98,661,100 165,690,096 Istamic Import Finance 299’927’380 8195.195 Agriculture, hunting, forestry and fishing 12,075,926,009 9,181,844,167
SCB Mumbai - USD - 7,247,760,000 — — Manufacturing 57,312,414,547 44,016,737,097
132,694,494,058 113,337,344,924 ioi
24,329,761,100 30,180,870,096 2 ) EEMGEAAY Electricity, gas and water 410,676,058 1,011,268,895
Total outside Bangladesh 25.352,978.989 31546,708.861 10.1 Loans, cash credit, overdrafts, etc.- inside and outside Bangladest Commerce o 6,508,465,226 5,709,758,907
g ,992,9/0, ,940, 700, Inside Bangladesh 132,694,494,058 113,337,344,924 Transportl and cc.Jmmumcatlons . 5,613,447,184 9,328,921,275
] . Community, social and personal services 8,582,016,675 6,528,258,467
Refer to Annexure - B for currency wise balances. Outside Bangladesh = -
Financing, insurance and business service 6,220,830,106 4,916,251,392
8.1 Residual maturity analysis of balance with other banks and financial institutions 132,694,494,058 113,337,344,924 96.723.775.805 80.693.040.200
Not more than one month 26,360,696,856 31,617,012,446 ) ) ) ) — —
G e il (5 el T e Fes feniis B 90,000,000 10.2 Loans, cash credit, overdrafts, etc.- residual maturity grouping 10.3.4 Loans and advances - geographical location wise classification
Over three months but not more than one year - B Repayable on demand 15,567,725,092 17,185,635,307 Dh'aka D|V|5|o.n' ' 132,783,865,282 112,025,364,330
Over one year but not more than five years _ _ Less than three months 46,766,562,654 38,882,335,493 Chittagong Division 26,555,134,888 18,383,694,389
Over five years _ _ More than three months but less than 1 year 22,862,582,307 21,951,037,502 Khulna Division 369,278,015 306,404,283
More than 1 year but less than 5 years 37,321,321,610 27,305,010,288 Rajshahi Division 590,199,539 556,252,954
261560606556 ST07:012 446 More than 5 years 10,176,302,395 8,013,326,334 Rangpur Division - -
9  Investments S ivisi
ylhet Division 472,850,236 472,111,728
Government securities M M Maymenshing Division - -
Treasury Bills - 22,057,195,261 10,342,976,692 10.3 Loans and advances- significant concentration 160,771,327,960 131,743,827,684
roverse Repo Treasury Bils , 1oo8ora0% Advances to allied concerns of Directors . - 10.4 Loans and advances - unclassified and classified classification
Reverse Repo Gove.mment Bonds 201,118,692 862,906,472 Advance to the Country Management Team members 205,431,978 191,398,896 ! Unclassified
Bemgatesth B EHlS R B (331 S0 AR S 0 Advance to other senior executives 1,778,581,009 1,524,934,834 S 154.515.952.296] | 125004443 890
Bangladesh Government Treasury Bonds 9,549,360,409 23,214,129,532 ancar i USRS, OULRALE
S — 700,000,000 ) 1,984,012,987 1,716,333,730 Special Mention Account (SMA) 1,508,684,070 1,176,661,542
Prize Bonds 687,000 1,327,600 156,024,636,366 126,181,105,432
58,897,827,758 61,282,730,453 10.3.1 Details of large loans Classified
. Substandard 961,100,102 1,769,512,085
Other investments* 18,000,000 18,000,000 Total number of customers having facilities of more than 10% of the Bank's capital: Doubtful 187.153.622 171.132.958
Total 58,915,827,758 61,300,730,453 N & G Giaue 2 27 Bad/ loss 3,598,437,870 3,622,077,909
* i A q el ; 4,746,691,594 5,562,722,252
Represent investments in 9,000,000 shares of Central Depository Bangladesh Limited (CDBL) of Taka 10 each Amount of outstanding loans and advances (BDT) 115,070,133,812 105,572,740,235
which is inclusive of 7,200,000 bonus shares. As per last audited financial statement of CDBL, book value per Amount of classified loans and advances (BDT) _ _ 160.771.327.960 131.743.827.684

share is higher than the cost price of the investment.
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13.2 Deferred ta Deferred Tax Assets (Taka) | Deferred Tax Liabilities (Taka 2017 2016
10.5 Particulars of loans and advances % % X 0T X 2((;:6 ) T X Liabfit 20:1; ) Taka Taka
i)  Loans considered good in respect of which the Bank faka 1aka o ; 94309795 60617701 C. Overdrawn Nostro Account Balances — —
is fully secured (unclassified loans and advances); 30,923,471,783 25,912,190,630 xed assets 5 Gy - . SCB New York - USD 1,481,347,460 | [ 2,336,650,662 |
i) Loans considered good against which the Bank holds gccrued |nti>rest 02‘ B | (112,885,435)| (302,088,518) 1,481,347,460 2,336,650,662
no security other than the debtor's personal guarantee;  99,223,467,376 99,668,076,113 overnment securities D.  Margin Deposit from Banks
iii) Loans considered good secured by the personal (Gl (oo AU R 463,576,997 : B SCB LOHdOﬁ 46,694 46,694
undertakings of one or more parties in addition to the Operating lease rent adjustment 110,114,350 | 113,273,638 - - E;f(‘:ké)f Ci(h;\’l‘\?; el ggg?ﬁ: 23;3;;
FEIE GUERETIED i e Gy = = Actuarial loss during the year 158,697,671 | 257,828,274 - - SN IS d :
iv) Loans adversely classified; provision not maintained Specific provision 556,156,976 | 445,327,361 _ _ 1,038,674 952,027
there against; = = Holiday pay accruals 10,948,971 E. Total Vostro (A+B+C+D) 6,873,343,615 7,460,920,573
V) Loans tak.en R GG or. o_mcers_ S I ey . Revaluation reserve - 14.2 Borrowings from other banks, financial institutions
of these either separately or jointly with any other persons; 2,636,773,094 2,402,129,117 HTM securities _ 58,001,560 (2,975,881) - and agents - inside and outside Bangladesh
vi) Loans due from companies or firms in which the directors of 1,229,783,355 | 1,498,625,531 (115,861,316) | (302,088,518) Inside Bangladesh 5,855,050,337 5,736,920,282
ficlBank have |nterest§ & dlrectorsr [PERGER @ HTEREEE Deferred tax assets / (liabilities) are calculated using the tax rate expected to apply in the periods in which SlselBanglatlesy Bi86218081650 IEI50I9801578
agents or in case of private companies as members; = = the assets will be realised or the liabilities settled, based on tax rates and laws enacted by the balance 12,717,443,667 13,197,840,855

sheet date. Following are the descriptions for individual items of the deferred tax asset / (liabilities) that are

o) Al e e Gl X e [N gy ey recognised by the bank as temporary difference with expected realisation / (settlement).

advance made at any time during the year to directors or

14.3 Borrowings from other banks, financial institutions
and agents - secured and unsecured

managers or officers of the Bank or any of them either Fixed assets ) o » Secured 5.844.100,052 5736.920.284
separately or jointly with any other person; 2,636,773,094 2,402,129,117 As per tax rules, accounting depreciation is not tax allowable. However, tax authorities allow the tax
PR ety Y s depreciation. Therefore temporary differences arise on such different depreciation methodology. The Bank Unsecured 6,873,343,612 7,460,920,571
viii) Maximum total amount of advances, including recognises deferred tax assets / (liabilities) on such differences. This is an ongoing item and there is a 12,717,443,664 13,197,840,855
temporary advances granted during the year to the difference between tax depreciation and accounting depreciation rate. However the outstanding amount . i o
SETTENES @ imsih whidh e el e eite of deferred tax will be automatically released with the expiry of the economic useful life of the assets. 14.4 aB:dl’l’:;\g:?: fl;::!:t:le;:?n:f:; 2::":_':;'"5'“““0“5
Bank have interest as directors, partners or managin Accrued interest on Government securities - residu urt upi
P ging Payable on demand 6,873,296,919 3,805,540,904

As per tax law, interest income on Government securities are taxed on cash basis whereas interest
income from Government securities have been accounted for on accrual basis in these financial
statements. This difference of interest income recognition has created temporary difference on which the
Bank recognises deferred taxes. This is an ongoing item and the outstanding deferred tax will be
adjusted upon maturity of the respective Government securities.

agents or in case of private companies as members; - -

1,019,519,813
2,451,212,809
2,373,414,123

4,445,939,680
2,367,111,088
2,578,343,847

Payable within 1 month
Payable within 1 to 3 months
Payable within 3 to 12 months

ix) Due from banking companies; - -

x) Classified loans for which interest has not been charged:

a) Increase / (decrease) of provision (specific) (265,200,904) 93,677,244 ) o Payable within 1 to 5 years - -
Amount of loans written off (net of recovery) 1,316,455,836 568,328,220 Gratuity e on o ; ) » Payable over 5 years - 905,334
Amount realised against the loan previously written off 71,668,952 38,210,105 The Bank recognises deferred tax assets / (liabilities) on the temporary difference for gratuity provision 12,717,443,664 13,197,840,855

and actual payment to the recognised gratuity fund. The temporary differences would eventually be
eliminated on the payment of such provision to the fund. 15

b) Amount of provision kept against the amount
classified as bad / loss as at the Balance Sheet date

Deposits and other accounts

2,581,810,530 2,953,038,662 Operating lease rent adjustment Current and other accounts 61,899,266,503 50,198,298,624

(c) Amount of interest charged in suspense account 572,967,760 2,663,799,532 The Bank recognises deferred tax assets / (liabilities) on the temporary differences for actual contractual Bills payable 1,799,200,495 2,083,355,280

xi) Loans written off: liability on long-term premises lease rent as opposed to straight line expense recognition over the period Savings deposits 63,395,493,305 56,765,071,283
. of lease term. This temporary difference will be settled or adjusted on the expiry of lease agreement. i

Opening Balance of cumulative written-off loan 4,768,293,881 4,161,755,556 TG GEesies GBS UE SN I

22,583,728,440
9,135,572,656

22,644,125,009
10,584,207,555

Short term deposits
Other deposits (payable on demand)*

Specific provisions on loans and advances
As per tax law, provisions for loans and advances are not allowable. As a result, provision charged to

1,388,124,788 606,538,325

Gross amount of written off during the current year

Cumulat?ve T @ wriﬁen oiffleans BAISEIHIARS o AR afE profit or loss is added back while computing taxable income. However, for loans that are written off with 203,659.648.459 181.675.183.660
Cumulative Amount of written off loan cases being filed the tax authority allows the amount of such loans as deductions from taxable income. HSEh e
for which lawsuit has been filed 3,883,481,467 3,373,019,711 As per the provision of BAS 12, the Bank recognises a deferred tax asset on specific provision relating *Other deposits include BDT 12,522,391.69 which had remained unclaimed for more than 10 years. The

to loan customers other than retail and small enterprise customers for the deductible temporary entire amount is deposited to Bangladesh Bank on 8 February 2018.
difference to the extent it is probable that taxable profit will be available against which such temporary

difference can be utilised.

11 Bills purchased and discounted
15.

-

Residual maturity grouping of deposits

1.1 Inslide and outside Bangladesh 2017 2016 and other accounts (other than bank deposit)
Inside Bangladesh 27,054,364,363 i 13.3 Movement of deferred tax assets / (liabilities) Taka Taka Payable on demand 137,060,387,735 119,606,764,253
Outside Bangladesh 1,022,469,539 1,004,136,696 ) e
d Net deferred tax assets / (liabilities) as at 1 January 1,196,537,013 363,902,063 VRISl Wil 1 e 31,485,768,025 30,458,046,389
2610758351902 18,406,482,760 (Charged) / Credit to Profit and Loss account (51,514,402) 461,985,313 FEERDUEAR 1 DO memiie AR i e
11.2 Bill purchased & discounted- product wise classification Actuarial gain and Revaluation Reserve-HTM adjustment (Note- 13.3.1) (31,100,572) 370,649,636 :5:2:: x:;::: ? :Z ;ng::gths 1;’122’2‘7‘3’?22 2’;:;3:3’322
(a)  Bill Discounted & Purchased to Consumer Bank by Product Net balance as at 31 December 1,113,922,039 1,196,537,012 Payable within 5 to 10 years 199,842,556 '318.104.105
ghegijeB‘I;L’l\;cha?e (: B S 13.3.1 Deferred tax recognised in equity 203,659,648,459 181,675,183,660
Brekl C; digg'l:al\llon i ° B Actuarial gain / (loss) for gratuity (70,298,514) 57,644,000 16  Other liabiliti
ani - Lrecit bill Negotiation - - Revaluation reserve - HTM securities 143,476,331 (929,760,790) er flabilities
Export bill discounting / outward Bill = = 73177.817 (872,116,790) Obligation under finance lease 17,071,328 77,698,035
Export Invoice Finance - - Y T Interest payable 876,959,155 897,099,979
Import Invoice Finance - - Deferred tax @ 42.5 % (31,100,572) 370,649,636 Specific provision for loans and advances (Note 16.1) 3,241,197,966 3,506,398,869
R 96.524 Transfers to reserve 42,077,245 (501,467,154) General provisions (Note 16.1) 4,661,764,205 3,888,595,180
o _ - : 14 Borrowings from other banks, financial institutions and agents Interest suspense account (Note - 16.2) 545,594,418 439,347,577
(b) Bill Discounted & Purchased to Small and Medium Enterprises by Product Repo (Annex G) - B Net defined benefit (asset) liability (Note - 16.3) 542,148,449 1,148,413,404
Cheque APurchasledA - - Foreign currency borrowing from Bangladesh Bank (EDF) 5,844,100,052 5,736,920,282 Provision for income tax (Note - 16.4) 2,720,216,215 3,265,287,787
Credit Bill Negotiation = = Others (Note - 14.1) 6,873,343,615 7,460,920,573 Accruals for performance bonus 548,998,269 485,180,178
Bank - Credit Bill Negotiation - - Other provisions 198,642,360 178,076,150
Export bill discounting / outward Bill - . 12,717,443,667 13,197,840,855 Accrued expenditure 513,385,540 468,075,417
Export Invoice Finance - - 14.1 Others Suspense account 2,712,900,109 1,288,791,901
Import Invoice Finance 16,080,000 16,080,000 A. Group Vostro : Sundry creditors 360,115,965 269,825,995
Current Deposit Deferred tax liability (Note - 13.2) 115,861,316 302,088,518
16,080,000 16,080,000
SCB Bombay - ACU USD 176,614,686 1,722,890 VAT payable 70,349,061 140,351,798
(c) Bill Discounted & Purchased to Large Enterprises by Product SCB Colombo - ACU USD 129,919,889 373,393,822 Tax deducted at source 210,049,556 174,578,930
Cheque Purchased - - SCB Pakistan - USD 22,817,435 159,278,558 Disputed tax on profit remittance 6,632,727,816 6,632,727,816
Credit Bill Negotiation - - SCB London - BDT 136,224,554 268,536,201 Unamortised fees 3,929,752 2,928,976
Bank - Credit Bill Negotiation - - SCB New York - BDT 158,010 4,227,637 Unrealised loss on forward contracts 39,199,983 43,567,385
Export bill discounting / outward Bill - B, SCB Singapore - BDT 6,042,217 4,590,035 Accrued bonus points 24,939,278 10,356,611
Export Invoice Finance - - BB SImgzigare = e 20,739 - Funds held from clients 1,455,800,824 1,057,046,290
X X SCB Kuala Lumpur - BDT 971,905 322,488
Import Invoice Finance - - X Rental payable 259,092,588 266,526,208
SCB Dubai - BDT 12,217,729 12,161,371 ) .
. . : . Adjustment due to use of Bangladesh Bank conversion rate 75,602 33,111,193
- - SCB Dubai (International Financial Center) - BDT 98,688 98,838 Oth 361,642,546 176,253 996
d)  Bill Discounted & Purchased t te cust by product SCB London - GBP X i . — —
d Clh '“;“": ) urchasedto corporate customers 2"08?76;‘:928 —_— SCB Frankfut - EUR 803,295,838 - 26,112,662,300 24,752,328,125
(S MU ATy 0y SCB Tokyo-JPY 500,000 500,000 .
Credit Bill Negotiation 2,927,338,437 2,896,182,078 SCB London - BDT ) 3 16.1 Provision for.lo.ans and advances and off-balance sheet exposures
Bank - Credit Bill Negotiation - 15,481,599 SCB India - BDT 5 544.944 Gene-ral provision
Export bill discounting / outward Bill 59,148,207 18,250,530 1,288,881,690 825,376,784 g S ' 3,888,595,180 3,185,298,694
Export Invoice Finance 12.765.398.105 6.836.054.063 Fixed D. Provision charged / (released) during the year 346,677,249 182,563,771
e a7 107 Py ixed Deposit Provision on off-balance sheet exposures charged / (released) 426,491,776 520,732,715
W RIS 10.807.107.226 DLt SCB Dhaka OBU - USD 3,552,512,502 3,654,427,639 Charge in profit and loss account 773,169,025 703,296,486
28,060,753,902 18,390,306,236 3,552,512,502 3,654,427,639
Total general provision 4,661,764,205 3,888,595,180
Total (a+bsc+d) 28,076,833,002 __ 18,406,482,760 Total Group Vostro 2,841,304,192 2,479,804,423 s f P SRR s
I . . . . pecific provision
11.3 Classification on residual maturity basis B. Non Group VOS_tI’O- Opening balance 3,506,398,870 3,412,721,625
Payable within one month 2,198,357,380 15,648,406,642 Current Deposit
Payable over one month but within three months 24,795,149,290 2,504,660,459 zeolple'; BE:(nI;lCOIOmbO, Sri Lanka 13,322,322 23,;85,?123 Add: Provision made during the year 1,698,228,603 1,089,555,929
Payable over three months but within six months 1,067,247,232 237,335,659 FHEES Ry ) A ElLiE) Less: Release/Recovery during the year (696,572,402) (498,054,711)
Pyl ovar el meniis 16.080.000 16.080.000 The Standard Bank, South Africa 24,604,000 24,611,500 Less: Recovery of debts previously written-off _ _
—— = e zeaand L0250 L0250 Charge in profit and | nt 1,001,656,201 591,501,218
28,076,833,902 18,406,482,760 UAE Exchange Centre Lic 4,234,243 4,030,956 arge In profit and loss accoul . ,001,656, ,501,
— — Askari Bank Ltd 31,089,561 32,894,986 Less : Written-Off (net of recovery) during the year (1,267,804,877) (525,828,580)
12  Fixed assets including premises, furniture and fixtures Faysal Bank 34,858,771 32,544,282 Add : Translation increase/(decrease) 947,772 47,389
Fixed equipments 1,134,191,098 1,074,936,224 Habib Metropolitan Bank 22,986,886 14,747,865 Add : Transferred from Interest In suspense - 27,957,217
3 A i Bank It 15,9171
Com.puter andAofﬂce equipments 1,392,543,925 1,256,787,494 il?:::baznban?( 47,377,30(3 5,917, 65_ Total specific provisions 3,241,197,066 3,506,398,869
:Aur:'turehénld fittings 53?':“5‘2'2;? 432'22'223 Allied Bank Ltd-Karachi 5,587,562 17,349,668 Total provisions 7,902,962,171 7,394,994,049
otorvenicle . 1192, 10RO, United Bank Ltd-Karachi 30,926,096 44,627,953
Capitalised leased vehicles 340,561,988 382,811,988 Royal Bank of Scotland plc- London - - . . . Base for provision
3,468,889,914 3,278,204,586 Oman & UAE exchange centre & Co. Lic 1,674,455 1,675,955 16.1.1 Adequacy of provision vis a vis 2017 only 2017 2016
Less: Accumulated depreciation (3,074,756,082) (2,834,931,369) Nprdea bank Plc, Finland 908,806 1,089,544 provision required to be maintained Taka Taka Taka
o Soeend sl ———— e o
Refer to Annexure - A for detailed analysis. unjab National ban 1403, 1490,
Alliance Bank Malaysia Berhad 1,196,119 654,519 On off-balance sheet exposures @ 1% 221,256,967,429 2,212,569,674 1,786,077,898
13 Other assets National Australia Bank Ltd 4,030,168 19,349,148 On standard loans (excluding SMA)
Stationery and stamps in hand 5,972,890 8,151,639 Public Bank - Berhad 1,070,074 1,826,288 at prescribed rates 154,515,952,299 2,418,963,749 2,070,416,575
Interest receivable - Loans and advances 1,249,173,214 995,186,752 ggggglﬁfi; ';T‘:yzf:'aésD'ér -BDT 3';;2’2;‘12 ?vfgg*gzg On special mention accounts (SMA) @ 5% 1,508,684,070 30,230,780 32,100,707
M2 FEwelVElelD - Gl (il Ee] Coueiniei AT TR e e M E T 902,005 1,080,435 377,281,603,798 4,661,764,203 3,888,595,180
Interest receivable - Banks 7,687,947 25,240,803 Affin Bank 6,518,468 7 305 540
Interest receivable - SCB Branches 4,287,352 586,775 United Overseas Bank (Malaysia) BHD - BDT 483,849 786,035 Specific provision
Accrued commission receivable 443,355,614 250,424,170 Gulf Bank KSC Kuwait - BDT 824,301 759,290 On sub-standard loans and advances 412,830,759 82,566,152 193,879,677
Security deposits 12,774,201 13,204,962 Ahli United Bank K.S.C. 446,845 447,345 On doubtful loans and advances 139,282,386 69,641,193 60,989,561
Advance rent 908,429,709 1,048,778,846 Kuwait Finance House - 1,949,411 On bad / loss loans and advances 2,581,810,530 2,581,810,530 2,953,038,665
X Emirates NBD Bank PJSC 3,441,183 784,626
::repa{d expense? ot ) - , gzg‘fgg‘sgg o ;,gzg.ggg Ahli United Bank BSC 129,856 27,259,103 3,133,923,675 2,734,017,875 3,207,907,903
EINE 0 ClHED Clf Cell FREEn IS 10 383500l S - Nordea Bank Norge ASA s = Total provision required to be maintained 7,395782,078 7,096,179,390
Suspense account 24,796,344 645,786 Barclays Bank PLC, London 4,997,453 4,998,953 T —, 7.902.962.171 7.394.994.,049
Sundry debtors 58,265,931 32,127,029 Credit Agricole Corporate & Investment Bank - o R 902,962, ,394,994,
Intra branch balances with OBU Dhaka 5,553,820,128 3,072,468,252 gFCkC’\XardhETna'\?alnk LTDB o 6,;32,??3 7,;23,222 Excess / (deficit) provision at 31 December 507,180,093 298,814,659
Project awaiting completion 38,023,293 99,271,054 UaArIIE ExsE;Z:tCeitae{SiCer & 681 ’691 683Y1 o1 16.2 Interest suspense account
Unrealised gain on forward contracts 122,215,522 73,025,088 Indusind Bank LTD. 43,036:405 40,962:400 Opening balance 439,347,578 437,097,991
Deferred tax asset 1,229,783,355 1,498,625,531 Bank AlBilad . = Addition during the year 572,967,760 2,663,799,532
Cross border recharge receivable 1,298,231 4,094,705 Hatton National Bank LTD. 2,591,248 5,898,305 Amount of recovery during the year (418,069,961) (2,563,822,847)
Sundry receivable from Bangladesh Bank 877,990,958 486,794,254 Sampath Bank Ltd, Colombo 10,298,859 9,849,259 Waived during the year - (25,582,339)
Others 38,527 - ;Sg IBf"k,ngaSEré BLEZC*" Mumbai 1?2;2222 33@‘3‘%28‘; Written off during the year (48,650,959 (42,499,640)
islamic Ban erne s 'y ) i ifi isi -
13,758,332,279 9,635,707,831 National Development Bank PLC. 3,530,894 36,592,793 pranserediiciSoaicey sl (2916451120)
MCB Bank Ltd. Colombo 1,061,042 623,775 545,594,418 439,347,577
Other assets have been assessed by management and are not doubtful of recovery and hence no Meezan Bank Limited 23861152 21440572 16.3 Net defined benefit ( ) tiabil
provision is required. - e Ry .3 Net defined benefit (asset) liability
. o . . égﬁ%? ﬁrrhkelr‘ig el et B B Latest actuarial valuation of the gratuity scheme was performed by an actuary as at 31 December 2014.
13.1 Other assets which are not capable of earning income (non interest bearing) Y X . . = .
—-— qe v Yo PTe00 B GIERE Svenska Handelsbanken - 123,772 Till date there is a funding deficit of Taka 542.14 million.
ationery and stamps in han: W9Ile, , 191, Nordea Bank Norge, Oslo = 18,840 . . P
fecef ; » g Present value of defined benefit obligation (Note - 16.3.1 2,837,502,449 2,529,233,404
Accrued commission receivable 443,355,614 250,424,170 Sonali Bank, NBR tax collection _ - Fair value of plan assets (Note - 16 391) ( ) (2.095.354,000) (1.380,820,000)
Security deposits 12,774,201 13,204,962 Samba Bank limited 21,039 34,842 P o > 2 2 2 2 2
Advance rent 908,429,709 1,048,778,846 Druk PNB Bank Limited, Bhutan 12,435,923 12,930,800 Net defined benefit (asset) / liability 542,148,449 1,148,413,404
Prepaid expenses 33,646,243 1,023,464 m‘; 'BS';T I’i't‘g'ays'a Berhad évggirszg ;vgggv;‘gj 16.3.1 Movement in net defined benefit (asset) liability
Interest rece!vable - loans and advances 1,249,173,214 995,186,752 il [ttt Bt i) 36,255,130 12:355:502 Changes in the present value of defined benefit obligations
Interest receivable - Central Bank and Government 265,612,791 710,796,512 Bank of Kathmandu Ltd 487,502 464.428 Opening balance 2,529,233,404 2,466,680,282
Interest receivable - Banks 7,687,947 25,240,803 Citizens Bank International Limited 3,765,792 3,093,230 Current Service Cost 252,152,000 239,498,000
Interest receivable - SCB Branches 4,287,352 586,775 IBBL NCS 10,950,285 - Interest cost 165,026,000 177,644,000
Sundry debtors 53,265,931 32,127,029 Ban_k AlJazira 7,279,294 7,941,788 Remeasurement losses (gain) 87,953,045 (4,197,878)
Intra branch balances in Bangladesh 5,553,820,128 3,072,468,252 \’;‘v?::;”:;;“:;f:n‘éo wration 13,198,980 ‘Olgg;gg‘: Benefit paid (196,862,000) (350,391,000)
. . . . | I I - 5
ltems in course of collection - cheques in till 2,926,160,029 1,315,262,209 Mala;/)an Bankingg Bertfad 6.089.801 5.526.451 Closing balance 2,837,502,449 2,529,233,404
Suspense account 24,796,344 645,786 The Bank of Tokyo Mitsibishi UJF Ltd 1,646,937 3,077,975 Changes in the fair value of plan assets
Project awaiting completion (branch renovation) 38,023,293 99,271,054 Bank of Tokyo Mitsubishi UJF Ltd 4,088,875 6,284,750 Opening balance 1,380,820,000 1,309,605,000
Unrealised gain on forward contracts 122,215,522 73,025,088 Australiab and New Zealand Banking Group 17,877,840 16,557,943 Expected returns on plan assets 94,300,000 107.922.000
Afrasia Bank Limited 22,770 - - : e POV
Deferred tax asset . 1,229,783,355 1,498,625,531 B;i'zf :;udhg Pelc (Head Office) s i Contribution received 999,443,000 260,239,000
Cross border recharge receivable 1,298,231 4,094,705 Bank of Ayudhya PLC Bangkok Sathor 600:000 ) Remeasurement (losses) / gain 17,653,000 53,445,000
Others 38,527 - Saudia British Bank 3,457,466 - Benefit paid (196.862.000) (350.391,000)
12,880,341,321 9,148,913,577 Total Non Group Vostro 549,563,289 643,513,460 Closing balance 2,295,354,000 1,380,820,000
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Notes to the Financial Statements

2017 2016

16.4 Provision for income tax Taka jlakal
Opening balance 3,265,287,787 3,457,048,475
Provision made during the year 3,566,199,182 4,817,978,620
Amount paid during the year (4,111,270,754) (5,009,739,308)
Closing balance 2,720,216,215 3,265,287,787

17  Other reserves

General reserve 735,905 735,905
Actuarial gain/(loss) (214,708,614) (174,286,114)
Revaluation reserve account 83,149,149 182,355,769
Equity reserve - amortisation on HTM securities (79,122,959) (260,829,321)
(209,946,519) (252,023,761)

18 Appropriation of net income

Movement in profit and loss account balance has been detailed in statement of changes in equity.

Opening balance

31,511,451,349

32,555,862,837

Profit remitted to Head Office - (9,052,735,294)
Net profit for the year 7,474,218,651 8,008,323,805

38,985,670,000 31,511,451,348

19 Interestincome

Secured cash credits 39,407,530 42,150,667
Personal Credit 3,768,580,812 3,423,852,645
Loans against property 230,999,525 358,222,781
Term loans 2,922,397,551 3,014,644,732
Revolving loans 935,793,497 763,971,385
Loans against trust receipts 312,639,777 326,921,677
Auto loans 117,896,836 81,922,635
House building loan 752,942,585 739,019,475
Credit cards 1,167,187,199 1,146,873,441
Overdraft 336,263,401 354,311,352
Islamic auto finance 45,306,869 49,791,732
Islamic personal finance 52,762,872 20,830,234
Islamic mortgage 332,532,219 343,981,191
Islamic SME finance against property 318,037,860 53,800,473
Islamic finance against trust receipt 6,782,018 1,837,302
Islamic import invoice financing 8,839,144 24,651,393
Islamic corporate short term finance 60,861,571 87,411,796
Bills discounted and purchased 1,383,051,579 1,079,854,541
Money market loan 28,774,694 13,102,264
Bank placement 310,023,377 115,232,932
Nostro account balances 9,313,944 4,143,554
Bangladesh Bank - FCY 31,688,746 13,984,968
Reverse repo 42,418,996 88,666,810

13,214,502,602 12,149,179,980

20 Interest expense on deposits and borrowings
Fixed deposit

1,669,423,333

1,633,743,904

Call deposit 401,259,912 337,972,022
Savings account 547,642,082 530,804,923
Money market deposit 34,666,559 22,226,617
Repo 14,321 1,336
Nostro account balances 2,214,558 219,676
Deposit insurance premium 122,706,946 110,142,229
Others 19,408,709 11,586,069
2,797,336,420 2,646,696,776
21 Income from investments
Interest from Government Bonds and Treasury Bills 2,586,417,409 4,457,206,272
Gain / (loss) arising from disposal of government securities| 95,754,806 270,899,490
Dividend from CDBL shares 22,500,000 22,500,000
2,704,672,215 4,750,605,762
22 Commission, exchange and brokerage income
Commission income* 3,669,909,614 3,618,168,027
Exchange income 3,054,869,135 2,197,709,437
6,724,778,749 5,815,877,464

* Commission Includes export income BDT 537,112,995 (2016: BDT 536,727,780) and custodial service

income for stock exchange BDT 111,354,171 (2016: BDT 91,559,074).

23 Other operating income

Gain on sale of fixed assets 2,779,393 4,456,051
Miscellaneous income 503,553 1,361,477
3,282,946 5,817,528
24 Repair, maintenance and depreciation
Repair and maintenance 210,845,053 222,967,519
Depreciation (Annexure - A) 276,222,213 302,901,093
487,067,266 525,868,612
25 Other expenses

Non lending losses 60,923,810 3,454,975
Travelling and transportation 88,160,937 79,706,924
Support services 220,475,427 253,188,756
Subscription 4,672,356 5,625,952
Entertainment 21,179,731 28,579,223
Security services 59,177,815 52,925,369
Computer expenses 51,102,369 61,406,389
Interest on leases 6,374,584 20,907,792
Training & Workshop 27,823,564 21,487,236
Car Running Expenses 33,936,120 62,524,472
Staff Insurance expenses 102,651,925 100,347,792
Archiving and Document Storage 22,079,808 19,000,033
Bank charges (Corresponding Bank) 12,090,057 13,191,585
Card Production costs 12,702,201 20,240,739
Property verification charges 45,738,279 35,430,875
Security delivery services 46,662,532 76,774,986
Clearing House Charges 11,483,348 7,450,170
Collection Expenses -General 2,728,171 17,429,278
Other 353,141,390 290,098,012

26 Cash and cash equivalents
Cash in hand (including foreign currencies)
Balance with Bangladesh Bank

1,183,104,424

1,169,770,559

3,249,188,422
20,074,162,820

2,786,359,988
15,444,171,070

Notes to the Financial Statements

Loans to senior management (CMT) of the Bank amounted to Tk. 205,431,978 as at 31 December 2017
(2016:Tk. 191,398,896) included in Note 10.3 at rates applicable to employees of the Bank. No
impairment losses have been recorded against balances outstanding during the period with key
management personnel, and no specific allowance has been made for impairment losses on balances
with key management personnel and their immediate relatives at the period end.

29.4 Transactions with post employment benefit plans
The Bank has two post employment benefit plans, a provident fund which is of the nature of a defined
contribution scheme and a funded gratuity scheme which is of the nature of a defined benefit plan as
described in Note 4.2.10 Employee benefits. The Bank contributes to the provident fund in accordance
with the requirements of the Trust Deed of the fund while its contributions to the gratuity scheme are
determined by a professional actuary.
The responsibility for management and administration of these plans resides with the Trustees of these
schemes. The Trustees are selected from among employees of the Bank. The Bank does not charge
these schemes any fees for management or administrative purposes.
In 2017, the Bank contributed BDT 999,468,527 to the gratuity fund and BDT 148,968,045 to the
provident fund. As at 31 December 2017, the provident fund had a balance of BDT 83,016,842 (2016:
BDT 68,484,789) and the gratuity fund had a balance of BDT 1,399,786,679 (2016 : BDT 476,721,878)
deposited with the Bank. The Bank pays interest at the rate of 5% on these deposits. Interest expense
incurred by the Bank on deposit maintained with it in 2016 by the provident fund amounted to BDT
2,447,573 (2016: BDT 3,619,156 ) and on deposit maintained with it in 2017 by the gratuity fund
amounted to BDT 47,663,173 (2016 : BDT 22,528,274).

29.5 Transactions with the off-shore banking unit
The off-shore banking unit (OBU) operates under a separate licence issued by Bangladesh Bank.
Transactions with the off-shore banking unit comprise of inter-unit fund transfers in the normal course of
business as well as the payment of certain expenses by the Bank on behalf of the OBU. These include
income taxes paid by the Bank on behalf of OBU as well as expenses incurred for administrative
purposes. The balance of the OBU with the Bank at the year end is disclosed in Note 13 Other Assets.
The year end balances of transactions with OBU are disclosed in Notes - 8, 13 and 14.

30 General

30.1 Reconciliation of books of accounts
There were no unidentified balances in the inter-branch accounts (inside and outside Bangladesh) as at
31 December 2017. Total four entries were unreconcilred amounting to a total of EUR 73.19 (2016: total
EUR 65.43) and JPY 398 (JPY 197.00).

30.2 Core risk management

30.2.1 Credit risk
Being branches of Standard Chartered Plc ("Group"), Standard Chartered Bank (SCB), Bangladesh
Branches ("the Bank") has historically sought to maintain a conservative, yet constructive and
competitive credit risk culture. This has served the Bank well through successive economic cycles and
remains valid today. This culture is determined and underpinned by the disciplined credit risk control
environment which the Bank has put in place to govern and manage credit risk, and is embodied in the
formal policies and procedures adopted by the Bank. These are articulated through SCB credit policies
together with Bangladesh Bank regulations and guidelines. Formal policies and procedures cover all
areas of credit lending and monitoring processes including:
« The Group credit risk policy framework
« Governance and authorities
« Risk appetite and evaluation of facilities
« Key lending constraints, higher risk sectors and sustainability risk
« Risk rating systems
« Facility structures
« Lending to banks and non-banks
« Personal lending
« Corporate and commercial lending
« Portfolio management and stress testing
« Monitoring, control and the management of problem exposures
« Impairments and allowances
At the heart of these processes is a robust framework of accountability. The Bank operates a system of
personal credit authorities, rather than credit committee structures. However, the Bank has set up a
Country Risk Committee (CRC) comprising most of the members of the Asset and Liability Management
Committee (ALCO) and other risk related function Heads to manage various risks within the bank
including credit risk. Relationship managers are held accountable for both the profitability and growth of
their loan portfolios as well as the losses that may arise within them.

30.2.2Internal control and compliance
Standard Chartered Bank Group intranet (iConnect) is the host of relevant policies and procedures, laws,
regulations, Group code of conduct and Group requirements applicable to its banking activities across
the globe. Group policies are to be read in conjunction with Country Addendum which covers any
country specific requirements. The Group Operational Risk Manual recognises compliance risks under
its risk management framework and has implemented necessary policies and procedures to promote
good compliance culture, practices and standards which are outlined in the Group Code of Conduct.
Compliance is recognised as one of the core functions in the Internal Control and Compliance Guideline
under Managing Core Risks Guideline of Bangladesh Bank. The compliance function in the Bank is
aligned with this guideline. The compliance team is adequately resourced and the Head of Compliance
reports to Head of Regional Compliance and Chief Executive Officer. The unit ensures the Bank’s local
level activities are performed in full compliance with local laws and regulations. It is responsible to
provide guidance and clarification relating to regulatory directives. It also supports in staff training on
regulatory issues. The team has necessary independence in terms of interpretation of rules and
regulations and can restrict transactions that are not in line with regulatory directive. The compliance
function supports country management to ensure regulatory compliance in all its activities.
Within the Bank there are three lines of defence in the overall internal control environment. Group Internal
Audit (GIA) operates as the third line of defence in providing independent assurance of the effectiveness
of management’s control of its own business activities (the first line) and of the processes maintained by
the Risk Control Functions (the second line). GIA provides assurance that the overall system of control
effectiveness operates as required within the Risk Management Framework. In addition to its audit
planning and execution, GIA works in a co-ordinated manner with the Group's other control functions to
determine the overall adequacy of controls throughout the Group, placing emphasis on risk identification
and design of those controls. The Group Head of Internal Audit reports to the Group Chief Executive
Officer and the Chairman of the Audit Committee. In the country, there is a Country Head of Audit who
reports to regional Head of Audit, South Asia and locally to the CEO for governance purpose only. This
ensures that GIA has the necessary authority to exercise judgement, express opinions and make
recommendations in an impartial manner.

30.2.3 Foreign exchange risk

The Bank has developed strategies based on Bangladesh Bank regulations and its internal policies to
manage foreign exchange risk from dealings in foreign exchange products such as spot, forward and
derivatives with clients. Foreign exchange risk is defined as the potential change in earnings arising due
to change in market price and the position in foreign currencies. Foreign exchange risk is managed
through various risk limits which are monitored and reported daily to management and through several
regulatory reports. The proper escalation of any management directive is also tracked and any action
plans are monitored by the Bank’s risk management structure. Changes in policy, limits and regulations
are escalated and adhered to timely. Settlement of foreign exchange trades and management of nostro
accounts are also subject to limits set by management. These are also tracked and escalated as part of
the overall foreign exchange risk management process.

30.2.4 Asset liability management risk
For better management of asset and liability risk, the Bank has an established Asset & Liability
Committee (ALCO) which meets at least once in a month. The role of ALCO is to maintain a strong
balance sheet (Capital & Liquidity) which supports business objectives and to comply with regulatory
requirements and Group policy. The members of ALCO as at year end were as follows:
« Chief Executive Officer (Chairman)
« Chief Financial Officer (Secretary)
« Country Chief Risk Officer
+ Head of International Corporates
* Head of Financial Markets
« Head of Financial Institutions
+ Head of Retail Banking
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30.4 The net amount of foreign currency exposures/position as at 31 December 2017 was USD (10,750,408)

30.6 Last year's figures have been rearranged, wherever necessary, to conform to current year's

30.7 The assets and liabilities (except for the items mentioned in Annexure - B) as of 31 December 2017 in

+ Head of Commercial Banking

+ Chief Information Officer

The ALCO's primary function is to ensure the efficient implementation of balance sheet management
policies as directed by Bangladesh Bank, Group ALCO and its sub committees and also to review
reports on liquidity, interest rate risk and capital management and ensure adherence to applicable limits,
policies and regulatory requirements. ALCO regularly reviews the Bank’s overall asset and liability
position, forward looking asset and liability pipeline, overall economic position, the Banks’ liquidity
position, capital adequacy, balance sheet risk, interest rate risk and makes necessary changes in its mix
as and when required.

The Bank has a Group specified liquidity and funding ratio to be maintained to ensure financial flexibility to
cope with unexpected future cash demands. ALCO monitors the liquidity and funding ratio on an ongoing
basis and ascertains liquidity requirements under various stress situations. In order to ensure liquidity
against all commitments, the Bank reviews the behavioural patterns of liquidity requirements. The Bank has
an approved Liquidity Contingency Plan (LCP) which is reviewed and updated on an annual basis by the
ALCO. All regulatory requirements including CRR, SLR and capital adequacy are reviewed by ALCO.

30.2.5 Prevention of money laundering and terrorist financing

The Bank follows the mandatory Group-wide standards for anti money laundering (AML) and combating
financing of terrorism (CFT) based on the requirements of the UK Financial Conduct Authority and
Prudential Regulation Authority and industry guidance such as the Joint Money Laundering Steering
Group (JMLSG). The Bank has amended these standards to conform to local Money Laundering
Prevention Act 2012, Anti-Terrorism (Amendment) Act 2013 and Bangladesh Bank Guidance Notes /
Directives (issued time-to-time).

The Bank has Country-Addenda and operational procedures, e.g. Departmental Operating Instructions
(DOIl), on AML and CFT that address the requirements of local legislation and regulations. These
operational procedures are also revised time-to-time and formally reviewed by respective stake-holders
including compliance team on an annual basis and tabled in Country Operational Risk Committee (CORC)
or Business Operational Risk Forum (BORF) as appropriate to ensure senior management support.

The Bank has robust customer due diligence (CDD), transaction monitoring procedures & automated
systems that are under dual control and continuous surveillance by a dedicated team. Besides this, both
local and global internal audit teams conduct periodic reviews / independent quality assurance to ensure
the Bank is in compliance with the regulatory standards.

It performs risk based due diligence on all new customers, including verification of their identity and,
where appropriate, an assessment of the source of their wealth and funds. It uses sophisticated software
systems to monitor transactions for suspicious behaviour associated with AML and CFT.

The Bank provides training for its employees on its customer due diligence policies and procedures,
including how to detect and report suspicious activity. It also has mandatory on line training modules on
AML and CFT which all staff have to complete with pass marks and annual refresher training needs to be
done by all customer facing and relevant processing staff. There are standard record retention and
retrieval procedures to assist regulatory investigations in this regard.

30.2.6 Information technology

The Bank has local IT team to provide technology services and support to all the departments of the
Bank. IT team manages Country Data Centre, desktop and server support, application support and
network support. It also manages all technology projects, vendor management, cost and IT risk based
on the Bank's standards and processes. All day to day activities are performed by online problem,
change and request management system. IT team provides monthly reports to local and Group Senior
Managements, which cover the following:

» Major technology projects

+» Major incidents

* Technology activities and achievements

» Technology cost

+ Current technology risks

The Bank has a robust Business Continuity and Disaster Recovery Plan in place to ensure smooth
business in case of any major disaster. This plan is reviewed and tested as per yearly schedule.
Technology team also facilitates information security awareness and takes necessary measures to
prevent data leakage. There are different global teams supporting country technology. Software
development / enhancement and production system supports are provided by these teams.

30.2.7 Audit committee

According to BRPD circular no. 12 dated 23 December 2002, all banks are advised to constitute an audit
committee comprising members of the Board. The audit committee will assist the Board in fulfilling its
oversight responsibilities including implementation of the objectives, strategies and overall business plans
set by the Board for effective functioning of the Bank. The committee will review the financial reporting
process, the system of internal control and management of financial risks, the internal audit process, and the
Bank's process for monitoring compliance with laws and regulations and its own code of business conduct.
Being a branch of a foreign bank, the Bank does not have a local Board of Directors from whom to select
an audit committee. However, the Bank has received a dispensation from Bangladesh Bank on 24 March
2011 with regards to this requirement. At the country level, the Bank has the Country Management Group,
Business Operations Risk and Country Operations Risk Forums which are responsible and empowered to
oversee the overall control issues of the bank. These committees review / monitor the business risks and
control issues and provide necessary directives in this regard as well as escalate significant issues to the
Group Audit and Risk Committee through the relevant regional committees. The Bank has an internal
audit department. In addition to this, the Bank is subject to audit by the internal auditors of the Group.

30.3 Post balance sheet events

There were no material events that occurred after the balance sheet date, which could affect the values
stated in the financial statements or warrant disclosure.

equivalent BDT (889,058,813).

30.5 The figures appearing in these financial statements have been rounded off to the nearest BDT.

presentation.

foreign currencies have been converted into Taka at the following rates:

2017 2016

Taka Taka
GBP 1 = 111.2191 96.5236
EUR 1 = 98.6694 82.4107
USD 1 = 82.7000 78.7000
CAD 1 = 65.5387 58.2769
AUD 1 = 64.4440 56.8017
SGD 1 = 61.7971 54.3283
SAR 1 E 22.0522 20.9822
MYR 1 = 24.4793 24.4793
DKK 1 = 13.2521 11.0843
NOK 1 = 10.0145 9.0649
HKD 1 = 10.5817 10.1480
SEK 1 = 10.0170 8.6126
JPY 1 = 0.7327 0.6764
CHF 1 = 84.3189 76.9193
AED 1 22.5341 21.4441

z<

Chief Executive Officer, Bangladesh

Mohammod Masud Rana FCA
Chief Financial Officer, Bangladesh

Naser Ezaz Bijoy

Dhaka, 28 February 2018

Annexure - A

Bangladesh Branches
Schedule of fixed assets including premises, furniture and fixtures

as at 31 December 2017

Figures in Taka

Balance with Sonali Bank (agent of Bangladesh Bank) 54,645,936 47,643,695
Balance with other banks and financial institutions 26,360,696,856 31,707,012,446
49,738,694,034 49,985,187,199
27 Contingent liabilities and commitments

Acceptances and endorsements 66,831,972,046 57,768,506,484
Letters of guarantee (Note 27.1) 69,363,381,367 40,657,216,799
Irrevocable letters of credit 50,285,143,935 43,353,267,832
Bills for collection 15,921,838,076 14,529,936,303

Other commitments
Forward contracts 18,854,632,005 22,298,862,430
221,256,967,429 178,607,789,848

27.1 Claims against the Bank not acknowledged as loan for which the Bank is contingently liable in
respect of guarantee issued favouring:
Directors = =
Government - -
Bank and financial institution 61,669,142,533 34,169,965,480
Others 7,694,238,834 6,487,251,319

69,363,381,367 40,657,216,799

28 Tax provision on head office allocated expenses
The Bank claims full amount of Head Office Allocated Expenses (HOAE) as deductible expense for tax
purposes in line with provisions of the Double Taxation Avoidance Agreement between the government
of Bangladesh and United Kingdom. The claim has been disallowed by the NBR. The matter was pending
with the High Court division of the Supreme Court of Bangladesh for a number of years.
On 10 January 2013 High Court division of Supreme Court ruled (on Income Tax reference application
no. 190 of 2009 and Income Tax reference application no. 345 of 2008 and 190 of 2009) in favour of SCB
that full claim is deductible for tax purposes.

29 Related party transactions

29.1 Related parties

The related parties of the Bank include Standard Chartered (SC) Plc, other group entities, key
management personnel of SC Plc and the Bank as well as their close family members and its
post-employment benefit plans.

The Bank, not being incorporated in Bangladesh, operates in Bangladesh under the banking licence issued
by Bangladesh Bank and therefore the key management personnel of the Bank for the purpose of BAS 24
are defined as those persons having authority and responsibility for planning, directing, controlling the Bank,
being members of the Country Management Team (CMT) of the Bank, and close members of their families
and companies they control, or significantly influence, or for which significant voting power is held.

29.2 Transactions with group entities

The Bank provides and receives certain banking and financial services to / from entities within the Group.
As at the year end the balances with these entities are disclosed in Note - 8 under Group Nostro and in
Note - 14.2 under Group Vostro and Overdrawn Nostro Account Balances.

Cost Depreciation Nlet boctkt
. iti Disposals/ i Balance as at value as a
Particulars e 501y | durtaions o adjustments during | 4 Bocombar 5617 | 1 January 2017 Charge s et | 31 December | 31 Dgsember
Own assets
Free hold premises - - - - - - - - -
Fixed equipments 1,074,936,224 59,254,874 - 1,134,191,098 985,601,117 71,236,538 - 1,056,837,655 77,353,443
Computer and office equipment| 1,256,787,494 135,756,431 - 1,392,543,925 1,119,136,279 87,345,459 - 1,206,481,738 186,062,186
Furniture and fittings 485,020,450 45,420,023 - 530,440,473 373,753,846 65,056,456 - 438,810,302 91,630,170
Motor vehicle 78,648,431 2,504,000 (10,000,000) 71,152,431 33,132,840 13,974,610 (2,666,667) 44,440,783 26,711,648
Sub-total 2,895,392,598 242,935,328 (10,000,000) 3,128,327,926 2,511,624,082 237,613,063 (2,666,667) 2,746,570,478 381,757,448
Leased assets
Capitalised leased vehicles 382,811,988 - (42,250,000 340,561,988 323,307,287 38,609,150 (33,730,833 328,185,603 12,376,385
Sub-total 382,811,988 - (42,250,000) 340,561,988 323,307,287 38,609,150 (33,730,833) 328,185,603 12,376,385
Total 2017 3,278,204,586 242,935,328 (52,250,000) 3,468,889,914 2,834,931,369 276,222,213 (36,397,500 3,074,756,082 394,133,832
Schedule of fixed assets including premises, furniture and fixtures . .
as at 31 December 2016 Figures in Taka
gost 7 Depreciation N;et bookt
. Fre isposals : Balance as at value as a
A0SR o | ey | dlustménts during | o Blancse sty | Smancesnit | Ghaves | Qudpems | sfBgcember | oiDcember

Own assets
Free hold premises - - - - - - - - -
Fixed equipments 1,074,936,224 - - 1,074,936,224 908,021,384 77,579,733 - 985,601,117 89,335,107
Computer and office equipment| 1,209,934,864 46,852,630 - 1,256,787,494 1,043,460,282 75,675,997 - 1,119,136,279 137,651,214
Furniture and fittings 485,020,450 - - 485,020,450 310,190,974 63,562,872 - 373,753,846 111,266,604
Motor vehicle 52,162,687 27,733,000 (1,247,256) 78,648,431 19,657,458 13,475,382 - 33,132,840 45,515,591
Sub-total 2,822,054,225 74,585,630 (1,247,256) 2,895,392,598 2,281,330,098 230,293,985 - 2,511,624,082 383,768,516
Leased assets
Capitalised leased vehicles 547,061,988 - (164,250,000) 382,811,988 395,553,512 72,607,108 (144,853,334) 323,307,287 59,504,701
Sub-total 547,061,988 - (164,250,000) 382,811,988 395,553,512 72,607,108 (144,853,334) 323,307,287 59,504,701
Total 2016 3,369,116,213 74,585,630 (165,497,256) 3,278,204,586 2,676,883,610 302,901,093 (144,853,334) 2,834,931,369 443,273,217

Balance with other banks and financial institu

ons (Outside Bangladesh)
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Bangladesh Branches
Balance with other banks and financial institutions (Outside Bangladesh)

as at 31 December 2017
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The disclosure of the year end balance is considered to be the most meaningful information to represent c 2017 2016
{ i i i i i : urrenc - - - =
tra}nsgctlt?]ns dgflng the year. Tfhg ogtstandlné; balances g\ctludtg ::lle;iﬁsns kepttwnh or b%/ the Bank agld Particulars namey Foreign Exchange Equivalent Foreign Exchange Equivalent local
arise in the ordinary course of business and are on substantially the same terms as for comparable currency rate local currency currency rate currency
transactions with third parties. Non Group Nostro
. q A Royal Bank of Canada, Toronto CAD 169,888 65.60 11,145,258 155,722 58.65 9,132,930
29.3 Trarlsactlons with key rlnanag.ement personnel of the Bank and of its parept (SC PIc) . Nordea Bank Norge, OSLO NOK 0 10.00 2 0 9.12 1
During the year, transactions with the key management personnel of the Bank include the following: Credit Suisse Zurich CHF 173,722 84.36 14,655,510 938,431 77.36 72,593,841
X X Svenska Handelsbanken SEK - 10.02 - - 8.65 -
Salaries and other short-term employee benefits 249,071,976 243,601,343 Westpac Banking Corporation AUD 26,966 64.38 1,736,038 - 56.85 -
Bonuses paid or payable 106,817,123 73,141,152 él F‘;\jhif iank_ Merrill Lymah szgg 200,000 gg-gg 4,405,261 . o7 gg-?g = 6;8
3 . N ank Of merica \ierri Nncl - - - i . B
Post employment benefits - provident fund and gratuity fund 23,279,840 20,508,164 Nbretm S Y SEK 0 10.02 3 14,371 8.65 124,286
Nordea Bank Denmark DKK 500 13.25 6.620
379,168,939 337,250,659 Total 31,948,601 82,502,738

Here for good

sc.com/bd
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Chartered
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Disclosures on Risk Based Capital (Basel Ill)

Common Equity Tier |

2017 (Taka)

2016 (Taka)

Fund Deposited with Bangladesh Bank

Retained Earnings

Actuarial Gain/(Loss)

Less: Regulatory Adjustment for Deffered Tax Assets
as per Bangladesh Bank Guidelines

2,312,837,956
38,985,670,000
(214,708,614)

(1,202,025,506)

2,223,946,156
31,511,451,349
(174,286,114)

(1,476,359,163)

39,881,773,836 32,084,752,229

Additional Tier | o B
Total Tier | 39,881,773,836 32,084,752,229
Tier Il 2017 (Taka) 2016 (Taka)
General Provision 4,661,764,205 3,888,595,180
Revaluation Reserve for Securities 95,830,428 143,745,642
4,757,594,633 4,032,340,822

Total Capital 44,639,368,469 36,117,093,051

C. Capital Adequacy

Qualitative Disclosures:

S 2017 2016
Particulars lfl1ame Y Foreign Exchange Equivalent local Foreign Exchange Equivalent local
currency rate currency currency rate currency
Group Nostro
SCB HongKong -HKD HKD 2,809 10.58 29,724 2,550 10.16 25,906
SCB Nepal Nostro -USD usD 783,209 82.70 64,771,416 534,261 78.78 42,089,063
SCB London -GBP GBP 353,449 111.10 39,267,877 691,526 97.23 67,239,940
SCB Bombay ACU -EUR EUR 3,674 98.66 362,527 2,949 82.85 244,336
SCB Bombay ACU -USD usD - 82.70 - 8,864,905 78.78 698,377,211
SCB Karachi ACU -USD usD 2,916,419 82.70 241,187,814 2,252,343 78.78 177,439,585
SCB Colombo ACU -USD uUsD 1,330,433 82.70 110,026,794 1,211,858 78.78 95,470,166
SCB Frankfurt -EUR EUR - 98.66 - 566,803 82.85 46,956,837
SCB Dhaka OBU -USD usD 231,000,000 82.70 19,103,700,000 289,000,000 78.78 22,767,420,000
SCB London -USD usD 62,000,000 82.70 5,127,400,000 - 78.78 -
SCB Singapore -SGD SGD - 61.81 - 19,297 54.39 1,049,659
SCB Tokyo -JPY JPY 701,342,868 0.73 513,988,703 201,224,905 0.67 135,613,140
SCB London -USD usD 261,328 82.70 21,611,808 239,022 78.78 18,830,184
SCB Mauritius -USD usD - 82.70 - - 78.78 -
SCB Dhaka OBU-EUR EUR 1,000,000 98.66 98,661,100 2,000,000 82.85 165,690,096
SCB Mumbai-USD usD - 82.70 - 92,000,000 78.78 7,247,760,000
SCB Dubai- AED AED 1,000 22.53 22,534 - 97.23 -
Total 25,321,030,298 31,464,206,123
Liquidity Statement
Annexure - C
Standard Chartered Bank
Bangladesh Branches
Liquidity Statement
(Asset and Liability Maturity Analysis)
as at 31 December 2017
Particul Maturity up to Maturity within Maturity within Maturity within Maturity over
EEIES 1 month 1 to 3 months 3to 12 months 1 to 5 years 5 years Total
Assets
Cash in hand 28,377,997,177 - - - - 23,377,997,177
Balance with Bangladesh Bank, agent bank,
other banks and financial institutions 26,360,696,855 - - - - 26,360,696,855
Money at call or short notice - - - - -
Investments 39,589,614,062 5,567,827,009 12,529,153,334 441,058,330 788,175,023 58,915,827,758

Loans and advances
Fixed assets including premises,

42,259,241,641

47,068,552,776

23,929,829,539 37,321,321,610 10,192,382,395 160,771,327,960

Our approach to capital management is driven by our desire to maintain a strong capital base to
support the development of our business, to meet regulatory capital requirements at all times and to
maintain good credit ratings.

Strategic, business and capital plans are drawn up annually covering a three year horizon and are
approved by the Country Management Team (CMT). The capital plan ensures that adequate levels of
capital and an optimum mix of the different components of capital are maintained to support our
strategy.

The capital plan takes the following into account:

° Regulatory capital requirements

. Forecast demand for capital to support the credit ratings

. Increases in demand for capital due to business growth, market shocks or stresses

° Available supply of capital and capital raising options

° Internal controls and governance for managing the Bank’s risk, performance and capital

The bank uses a capital model to assess the capital demand for material risks, and support our internal
capital adequacy assessment. Each material risk is assessed, relevant mitigates considered, and
appropriate levels of capital determined. The capital modeling process is a key part of our management

disciplines.

A strong governance and process framework is embedded in bank’s capital planning and assessment
methodology. Overall responsibility for the effective management of risk rests with the Management

Committee.

Standardize Approach is followed for computation of capital charge for credit risk, market risk and

Basic Indictor Approach for operational risk.
Quantitative Disclosures:

Details of Risk Weighted Assets as on 31 December 2017:

Total Credit risk

Market risk

Operational risk

Total Risk Weighted Assets

246,391,567,663
1,116,602,671
32,629,046,090
280,137,216,424

Risk Weighted Assets 2017 (Taka) 2016 (Taka)
On balance sheet exposures 153,428,342,645 118,347,471,047
Off-balance sheet exposures 92,968,225,018 75,824,115,442

194,171,586,489
2,116,373,576
34,325,248,509
230,613,208,574

Capital requirement for Credit risk
Capital requirement for Market risk
Capital requirement for Operational risk

24,639,156,766
111,660,267
3,262,904,609

19,417,158,649
211,637,358
3,432,524,851

Minimum Capital Requirement

28,013,721,642

23,061,320,857

furniture and fixtures - - - - 394,133,833 394,133,833

Other assets 12,528,548,924 - - - 1,229,783,355 13,758,332,279

Non-banking assets - - - - - -

Total assets 144,116,098,659 52,636,379,785 36,458,982,873 37,762,379,940 12,604,474,606 283,578,315,862

Liabilities

Balance with Bangladesh Bank, agent bank,

other banks and financial institutions 7,892,816,732 2,451,212,809 2,373,414,123 - - 12,717,443,664

Deposits and other accounts 168,546,155,760 9,304,645,037 17,452,364,372 8,156,640,733 199,842,556 203,659,648,459

Provision and other liabilities (including equity) 19,364,074,092 - 3,984,438,704 - 43,852,710,943 67,201,223,739

Total liabilities 195,803,046,584 11,755,857,846 23,810,217,199 8,156,640,733 44,052,553,500 283,578,315,862

Net Liquidity Gap (51,686,947,925) 40,880,521,939 12,648,765,674 29,605,739,207 (31,448,078,894) =

Financial Highlights
Standard Chartered Bank Annexure - D
Bangladesh Branches
Financial Highlights 2017
Sl. no. Particulars 2017 2016

1 Capital - fund deposited with Bangladesh Bank Taka 2,312,837,956 2,223,946,156
2 Total capital Taka 44,639,368,469 36,117,093,051
3 Capital surplus / deficit Taka 16,625,646,827 13,055,772,194
4 Total assets Taka 283,578,315,863 253,108,726,384
5) Total deposits Taka 203,659,648,459 181,675,183,660
6 Total loans and advances Taka 160,771,327,960 131,743,827,684
7 Total contingent liabilities and commitments Taka 221,256,967,429 178,607,789,848
8 Advances / deposit ratio % 78.94% 72.52%
9 Classified advances as (%) of total advances % 2.95% 4.22%
10 Net profit after tax and provisions Taka 7,474,218,650 8,008,323,806
11 Amount of classified loans during current year Taka 1,917,687,098 2,286,334,150
12 Amount of provisions against classified loans Taka 3,241,197,966 3,506,398,869
13 Provision surplus / shortage Taka 507,180,093 298,814,659
14 Interest expenses Taka 2,797,336,420 2,646,696,776
15 Interest bearing assets Taka 222,255,874,983 192,886,025,769
16 Non-interest bearing assets Taka 61,322,440,881 60,222,700,614
17 Return on investment (ROI) % 18.19% 23.92%
18 Return on assets (ROA) % 2.79% 3.37%
19 Income from investment Taka 2,704,672,215 4,750,605,762

Reconciliation between Bangladesh Bank's statement and the Bank's statement il Disclosures on Risk Based Capital (Basel Ill)

Standard Chartered Bank

Annexure - E

Standard Chartered Bank
Bangladesh Branches
Reconciliation between Bangladesh Bank's statement and the Bank's statement
as at 31 December 2017

In order to comply with the CRR and SLR requirements, the Bank considers the actual balances held with Bangladesh
Bank according to their (Bangladesh Bank) books of accounts. However, when preparing the statutory accounts the
Bank considers the actual balances held with Bangladesh Bank according to the Bank's books of accounts. This results
in reconciling differences between the Bank's statutory accounts and CRR and SLR requirements.

Bangladesh Branches

Annexure - F

Disclosures on Risk Based Capital under Pillar - Il of Basel Il

The following detailed qualitative and quantitative disclosures are provided in accordance with Guidelines on

Local currency

Bangladesh Bank Dhaka

Bangladesh Bank Chittagong

Bangladesh Bank Sylhet

Bangladesh Bank Khulna

Bangladesh Bank Bogra

Bangladesh Bank Dhaka - Al Wadia C/A- BDT

Credited by the Bank but not debited by Bangladesh Bank
Debited by the Bank but not credited by Bangladesh Bank
Credited by Bangladesh Bank but not debited by the Bank
Debited by Bangladesh Bank but not credited by the Bank

As per As per Reconciling
Bangladesh the Bank's i
Bank S general ledger eliiGianes
Taka Taka Taka
15,338,941,410| |13,993,968,523| | 1,344,972,887
424,998,900 417,199,920, 7,798,980
110,718,708| 94,626,642, 16,092,066
121,980,934 108,716,348 13,264,586
56,557,321 56,020,772, 536,549
2,800,000,000] | 2,800,000,000 a
18,853,197,273 17,470,532,206  1,382,665,067
5,208,664,203;
518,679,418,
159,663,735

3,461,983,454
1,382,665,067

As per Reconciling
aaningIadesh As per the Bank's general ledger difference
Foreign currency usb usp Taka usp
USD clearing account 41,367,260 29,835,581| | 2,467,402,548 11,531,679
USD capital account = d | 4
Total 41,367,260 29,835,581  2,467,402,548 11,531,679
Credited by the Bank but not debited by Bangladesh Bank 7,433,378
Debited by the Bank but not credited by Bangladesh Bank 133,547
Credited by Bangladesh Bank but not debited by the Bank 5,898,716
Debited by Bangladesh Bank but not credited by the Bank 1,666,868

11,531,679

As per Reconciling
B;&ngladesh As per the Bank's general ledger difference
GBP GBP Taka GBP
GBP clearing account 667,708] | 665350 | 73,999,694 | 2,358
667,708 665,350 73,999,694 2,358
The Bank credited but Bangladesh Bank had not debited

The Bank debited but Bangladesh Bank had not credited
Bangladesh Bank credited but the Bank had not debited
Bangladesh Bank debited but the Bank had not credited

2,358

2,358
As per Reconciling
Bgﬁ(ngladesh As per the Bank's general ledger difference
JPY JPY Taka JPY
JPY clearing account 566,388 | 566,388 | 414,975 | -
566,388 566,388 414,975 -
The Bank credited but Bangladesh Bank had not debited d
The Bank debited but Bangladesh Bank had not credited -
Bangladesh Bank credited but the Bank had not debited 9
Bangladesh Bank debited but the Bank had not credited -
As per Reconciling
B:ﬁ("gladeSh As per the Bank's general ledger difference
EUR EUR Taka EUR
EUR clearing account 646,997 626,470 61,813,397 20,528
646,997 626,470 61,813,397 20,528
The Bank credited but Bangladesh Bank had not debited 20,528
The Bank debited but Bangladesh Bank had not credited -
Bangladesh Bank credited but the Bank had not debited d
Bangladesh Bank debited but the Bank had not credited -
20,528
Total (Taka) 20,074,162,820

Here for good

sc.com/bd

Risk Based Capital Adequacy by Bangladesh Bank. The purpose of these requirements is to complement

minimum capital requirement and Supervisory review process. These disclosures are intended for more

transparent and more disciplined financial market where the participants can assess key information about

the Bank's exposure to various risks.

The bank has an approved disclosure policy to observe the disclosure requirement set out by the

Bangladesh Bank and International Financial Reporting Standards (IFRS) and International Accounting

Standards (IAS) as adopted by the Institution of Chartered Accountants of Bangladesh (ICAB) into

Bangladesh Financial Reporting Standards (BFRS) and Bangladesh Accounting Standards (BAS) where

relevant to the bank.

Guidelines on Risk Based Capital Adequacy are structured around the following three aspects or pillars of

Basel IlI:

. Minimum capital requirements to be maintained by a bank against credit, market and operational risk;

e Supervisory Review i.e. Process for assessing overall capital adequacy in relation to a bank's risk profile
and a strategy for maintaining its capital at an adequate level;

e Market Discipline i.e. to make public disclosure of information on the bank's risk profiles, capital
adequacy and risk management.

Disclosure Framework

The disclosure requirements are as per the Guidelines on Risk Based Capital Adequacy (RBCA) for
Banks.

A. Scope of Application

Qualitative Disclosures:
Bank has no subsidiaries and Basel Il is applied at the Bank level only.

B. Capital Structure

Qualitative Disclosures:

Standard Chartered Bank Bangladesh's capital structure consists of Tier | and Tier Il capital which

is aligned with regulatory capital structure. Tier | capital is further categorized as Common Equity

Tier 1 (CET1) and Additional Tier 1 capital. The computation of the amount of Common Equity Tier I,

Additional Tier | and Tier Il capital shall be subject to the following conditions:

« The Bank has to maintain at least 4.50% of total Risk Weighted Assets (RWA) as Common Equity
Tier | capital.

« Tier | capital will be at least 6.00% of the total RWA.

+  Minimum Capital to Risk-weighted Asset Ratio (CRAR) will be 10% of the total RWA.

« Additional Tier | capital can be maximum up to 1.5% of the total RWA or 33.33% of CET 1,
whichever is higher.

« Tier Il capital can be maximum up to 4% of the total RWA or 88.89% of CET1, whichever is
higher.

« In addition to minimum CRAR, Capital Conservation Buffer (CCB) @ 0.625% of the total RWA will
be maintained in the form of CET1 in a phased manner from 2016 to 2019.

Tier | capital of the Bank includes funds deposited with Bangladesh Bank, actuarial gain/(loss) and
retained earnings. Tier 1 capital is also called ‘Core Capital’ of the Bank. According to BRPD letter
ref no.BRPD (BFIS)661/14B(P)/2015-18014 dated 24 December 2015, 5% of deferred tax
recognised on specific provision shall be allowable as CET 1 capital whilst all other deferred tax
assets created on other items shall be deducted from the retained earnings when calculating the
capital adequacy ratio.

Tier Il capital consists of general provision and revaluation reserve for Held to Maturity (HTM) and Held
for Trading (HFT) securities. General provision for inclusion in Tier Il capital is limited to a maximum
1.25% of Credit RWA calculated under the standardized approach. Revaluation reserve for securities
shown as Tier |l capital as on 31 December 2014 will be nullified in a phased manner at the rate of 20%
starting from 2015 and will be fully adjusted by 2019.

Quantitative Disclosures:

The details of capital structure as at 31 December are provided as under:

2017 2016
Common Equity Tier -I Ratio 14.24% 13.91%
Tier | Capital Adequacy Ratio 14.24% 13.91%
Tier Il Capital Ratio
Capital to Risk Weighted Assets Ratio (CRAR) 15.93% 15.66%

Risk management

Effective risk management is fundamental to being able to generate profits consistently and sustainably

and is thus a central part of the financial and operational management of the Bank. Through the risk

management framework we manage enterprise-wide risks, with the objective of maximizing

risk-adjusted returns while remaining within our risk appetite. As part of this framework, we use a set of

principles that describe the risk management culture we wish to sustain:

»  Balancing risk and return: Risk is taken in support of the requirements of our stakeholders, in line
with our strategy and within our risk appetite

+ Responsibility: It is the responsibility of all employees to ensure that risk-taking is disciplined and
focused. We take account of our social responsibilities and our commitments to customers in
taking risk to produce a return.

+  Accountability: Risk is taken only within agreed authorities and where there is appropriate
infrastructure and resource. All risk-taking must be transparent, controlled and reported.

+  Anticipation: We seek to anticipate future risks and ensure awareness of all known risks.

+ Competitive advantage: We seek to achieve competitive advantage through efficient and
effective risk management and control.

D. Credit Risk

Qualitative Disclosures:

Credit risk is the potential for loss due to failure of a counterparty to meet its obligations to pay the Bank
in accordance with agreed terms.

Credit risk is managed through a framework which sets out policies and procedures covering the
measurement and management of credit risk. There is a clear segregation of duties between
transaction originators in the businesses and approvers in the Risk function. All credit exposure limits
are approved within a defined credit approval authority framework.

A comprehensive framework is in place for the management of counterparty credit risk. This includes a
structured process for the delegation of credit approval authority and for monitoring compliance with
appetite. Policy and procedures are defined to support credit underwriting activities at all levels of the
Group. These policies are defined at 3 levels-Group, Business and Country level.

All credit decisions are subject to underwriting standards which mandate defined processes and
procedures for performing credit checks and detailed due diligence reviews. Systems and controls are
in place to monitor collateral value and loan covenants. Each counterparty is also required to have an
approved limit in place prior to drawdown of funds. Limit excesses are actively managed and subject to
reporting and escalation.

Counterparties are subject to credit rating and these ratings are reviewed on a regular basis. Active
monitoring of account level activity and limit utilization trends help to inform the early alert and risk trigger
mechanisms. Potential problem accounts are investigated, monitored and appropriate action is taken.
Standing Committees dedicated to account and portfolio monitoring supported by portfolio information
reports are a well established discipline. The portfolio is monitored from the point of view of industry
concentrations, risk grade distribution and tenor and security profiles amongst other parameters.

Credit risk from traded products is managed within the overall credit risk appetite for corporates and
financial institutions. The credit risk exposure from traded products is derived from the positive
mark-to-market value of the underlying instruments, and an additional component to cater for potential
market movements.

Past dues and impaired exposures are defined in accordance with the relevant Bangladesh Bank
regulations. Specific and general provisions are computed periodically in accordance with the
Bangladesh Bank regulations.

Qua Discle es:

Details of Credit Risk as on 31 December 2017: & &
Gross Credit risk exposures:

Funded 283,578,315,863 253,108,726,383
Non-funded 221,256,967,429 178,607,789,848
Total 504,835,283,292 431,716,516,231

Distribution of risk exposure by claims:
Cash and cash equivalents

Claims on Sovereigns and Central Bank
Claims on banks

3,249,188,422
20,074,162,820
26,415,342,792

2,786,359,988
15,491,814,765
31,707,012,446

Investments 32,424,352,275 27,192,233,470
Claims on corporate 97,077,652,195 80,693,040,200
Claims on Consumer and SME Loan 63,693,675,765 51,050,787,479
Fixed Assets 394,133,832 443,273,218
Others assets 13,777,019,279 9,655,035,429
Off-balance sheet items 221,256,967,429 178,607,789,848
Total 478,362,494,809 397,627,346,843

Credit risk mitigation:

Claims secured by financial collateral

Net exposures after the application of haircuts
Claims secured by eligble Guarantee

1,675,260,454
1,313,718,502

1,578,749,189
1,139,237,372

Gross non-performing assets (NPAs)

Non-performing asset (NPAs) to outstanding loans and advances 2.95% 4.22%

Movement of non-performing assets (NPAs)

Opening balance 5,562,722,252 4,761,691,247
Net movement during the year (816,030,658) 801,031,005
Closing balance 4,746,691,594 5,562,722,252
Movement of specific provision for (NPAs)

Opening balance of specific provision 3,506,398,869 3,412,721,625
Written off during the period (1,267,804,877) (525,828,580)
Recovers during the period (696,572,402) (498,054,711)
Provision made during the period 1,698,228,603 1,089,555,929
Other Movement - 27,957,217
Translation increase / (decrease) 947,772 47,389
Closing balance of specific provision 3,241,197,965 3,506,398,869

Standard
Chartered
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Geographical Distribution of Credit Exposure:

2017 Dhaka Chittagong Narayangonj Khulna Sylhet Bogra Total
Taka Taka Taka Taka Taka Taka Taka
Cash and cash equivalents 1,902,154,677 936,667,728 29,922,772 257,519,240 73,480,924 49,443,080 3,249,188,421
Claims on Sovereigns and Central Bank 20,074,162,820 - - - - - 20,074,162,820
Claims on Banks 26,415,342,792 - - - - - 26,415,342,792
Investments 32,424,352,275 - - - - - 32,424,352,275
Claims on Corporate 76,117,132,463 20,600,519,732 - - - 360,000,000 97,077,652,195
Claims on Consumer and SME Loans and Large Loan 55,871,745,808 5,954,615,156 794,987,012 369,278,015 472,850,236 230,199,539 63,693,675,765
Fixed Assets 372,308,587 19,252,948 2,361,576 5,722 - 205,000 394,133,833
Others Assets (23,082,923,256) 34,635,382,093 747,285,290 677,089,630 1,062,352,019 -262,166,498 13,777,019,279
Total on-balance sheet ltems 190,094,276,166 62,146,437,656 1,574,556,651 1,303,892,607 1,608,683,179 377,681,121 257,105,527,380
Off-balance Sheet Items 187,503,168,726 33,753,798,703 - - - - 221,256,967,429
Total 377,597,444,893 95,900,236,359 1,574,556,651 1,303,892,607 1,608,683,179 377,681,121 478,362,494,809
2016 Dhaka Chittagong Narayangonj Khulna Sylhet Bogra Total
Taka Taka Taka Taka Taka Taka Taka
Cash and cash equivalents 2,025,690,473 567,091,931 15,511,642 87,296,818 44,987,602 45,781,523 2,786,359,988
Claims on Sovereigns and Central Bank 15,491,814,765 - - - - - 15,491,814,765
Claims on Banks 31,707,012,446 - - - - - 31,707,012,446
Investments 27,192,233,470 - - - - - 27,192,233,470
Claims on Corporate 67,303,217,497 12,999,822,703 - - - 390,000,000 80,693,040,200
Claims on Consumer and SME Loans and Large Loan 44,055,021,008 5,383,871,687 667,125,820 306,404,283 472,111,728 166,252,954 51,050,787,479
Fixed Assets 441,224,443 1,129,017 35,858 133,717 135,183 615,000 443,273,218
Others Assets 4,994,702,569 2,988,085,741 507,270,101 501,449,216 557,046,273 106,481,529 9,655,035,429
Total on-balance sheet Items 193,210,916,671 21,940,001,077 1,189,943,421 895,284,033 1,074,280,786 709,131,006 219,019,556,995
Off-balance Sheet Items 144,868,340,894 33,739,448,954 - - - - 178,607,789,848
Total 338,079,257,565 55,679,450,031 1,189,943,421 895,284,033 1,074,280,786 709,131,006 397,627,346,843
0 ) D 0 0 PDOSUreE
Industry Distribution of Exposure:
Agriculture, - Community, Financing, .
2017 Banks & Fl  |hunting, forestry|Manufacturing LIy e Commerce Transpgrt qnd social and | insurance and sl il Others Total
- and water communications . . . |and Large Loa
and fishing personal services| business service
Taka Taka Taka Taka Taka Taka Taka Taka Taka Taka Taka
Cash and cash equivalents 3,249,188,422 - - - - - - - - - 3,249,188,422
Claims on Sovereigns and Central Bank 20,074,162,820; - - - - - - - - - | 20,074,162,820
Claims on Banks 26,415,342,792 - - - - - - - - - | 26,415,342,792
Investments - - - - - - - - - | 32,424,352,275| 32,424,352,275
Claims on Corporate - | 12,075,926,009 | 57,312,414,547 410,676,058 | 6,862,341,616| 5,613,447,184| 8,582,016,675| 6,220,830,106 - - | 97,077,652,195
Claims on Consumer and SME Loans and Large Loans - - - - - - - - | 63,693,675,765 - | 63,693,675,765
Fixed Assets - - - - - - - - - 394,133,832 394,133,832
Others Assets - - - - - - - - - | 13,777,019,279| 13,777,019,279
Total on-balance sheet ltems 49,738,694,034| 12,075,926,009 | 57,312,414,547 410,676,058 | 6,862,341,616 | 5,613,447,184| 8,582,016,675| 6,220,830,106 | 63,693,675,765| 46,595,505,386 | 257,105,527,380
Off-balance Sheet Items 33,755,863,123 - - - - - - - - | 187,501,104,306 | 221,256,967,429
Total 83,494,557,157| 12,075,926,009 | 57,312,414,547 410,676,058 | 6,862,341,616 | 5,613,447,184| 8,582,016,675| 6,220,830,106 | 63,693,675,765| 234,096,609,693 | 478,362,494,809
HELELIE Electricity, gas Transport and (ET, % I Retail and SME|
2016 Banks & Fl  |hunting, forestry|Manufacturing 9 Commerce porta social and | insurance and Others Total
;. and water communications . . . |and Large Loa
and fishing personal services| business service
Taka Taka Taka Taka Taka Taka Taka Taka Taka Taka Taka
Cash and cash equivalents 2,786,359,988 - - - - - - - - - 2,786,359,988
Claims on Sovereigns and Central Bank 15,491,814,765 - - - - - - - - - | 15,491,814,765
Claims on Banks 31,707,012,446 = = = = = = = = - | 31,707,012,446
Investments 2 - 2 2 - 2 = = - | 27,192,233,470( 27,192,233,470
Claims on Corporate - | 9,181,844,167 | 42,786,720,829| 1,011,268,895| 7,208,951,527 | 9,328,921,275| 8,259,082,116| 2,916,251,391 - - | 80,693,040,200
Claims on Consumer and SME Loans and Large Loans - - - - - - - - | 51,050,787,479 - | 51,050,787,479
Fixed Assets - - - - - - - - - 443,273,218 443,273,218
Others Assets - - - - - - - - - | 9,655,035429| 9,655,035,429
Total on-balance sheet ltems 49,985,187,199| 9,181,844,167 | 42,786,720,829| 1,011,268,895| 7,208,951,527 | 9,328,921,275| 8,259,082,116| 2,916,251,391 | 51,050,787,479| 37,290,542,117| 219,019,556,995
Off-balance Sheet Items 33,755,863,123] - - - - - - - - | 144,851,926,725| 178,607,789,848
Total 83,741,050,322| 9,181,844,167 | 42,786,720,829| 1,011,268,895 | 7,208,951,527 | 9,328,921,275| 8,259,082,116| 2,916,251,391| 51,050,787,479 182,142,468,842 397,627,346,843
d Breakdo 0 ed DOSUre

Maturity Breakdown of Credit Exposure:

(d) Policies and processes for mitigating market risk.
The Bank measures the risk of losses arising from future potential adverse movements in market rates,
prices and volatilities using a VaR methodology. VaR, in general, is a quantitative measure of market risk
that applies recent historical market conditions to estimate the potential future loss in market value that
will not be exceeded in a set time period at a set statistical confidence level. VaR provides a consistent
measure that can be applied across trading businesses and products over time. VaR is calculated for
expected movements over a minimum of one business day and to a confidence level of 97.5 per cent.
This confidence level suggests that potential daily losses, in excess of the VaR measure, are likely to be
experienced six times per year.
Losses beyond the confidence interval are not captured by the VaR, which therefore gives no indication
of the size of unexpected losses in these situations. The VaR measurement is complemented by
regularly stress testing market risk exposures to highlight potential risk that may arise from extreme
market events that are rare but plausible.
Stress testing is an integral part of the market risk management framework and considers both,
historical market events and forward looking scenarios. A consistent stress testing methodology is
applied to trading and non-trading books. The stress testing methodology assumes that scope for
management action would be limited during a stress event, reflecting the decrease in market liquidity
that often occurs.

Quantitative Disclosure:

Details of Market Risk as on 31 December 2017:

Capital requirements for: 2017 2016

Taka Taka
Interest rate risk 22,754,386 65,815,666
Equity position risk - -
Foreign exchange risk 88,905,881 145,821,691
Commodity risk - -
Total 111,660,267 211,637,358

Operational Risk

Qualitative Disclosures:

Operational risk is the potential for loss arising from the failure of people, process or technology or the
impact of external events. It is the Bank’s objective to minimize exposure to operational risks, subject to
cost trade-offs. This objective is ensured through a framework of policies and procedures that drive risk
identification, assessment, control and monitoring at business / function, country levels.

Responsibility for the management of operational risks rests with the business and functional
management as an integral part of their role. An independent Operational Risk function within the Group
Risk function works alongside business and functional management, to ensure operational risk
exposures are managed within acceptable risk tolerance limits. Group Operational Risk is responsible for
setting the operational risk policy, defining standards for measurement and for the operational risk capital
calculation.

Governance over operational risks is ensured through a defined structure of risk committees at group,
business function and country levels. Country Operational Risk Committees (‘CORC”) have the
responsibility for oversight of operational risks and significant issues at a country level. The monthly
CORC process ensures that operational risks, losses and results of assurance reviews are managed
within acceptable risk tolerance limits.

The bank’s Pillar | approach is Basic Indicator Approach (BIA) as set out in the Guidelines on Risk Based
Capital Adequacy.

The bank proactively monitors its exposure to material loss events by leveraging on internal experience
(via risks and losses) and industry experience. The types of events that could result in a material
operational risk loss / business disruption include:

+ Internal and external fraud.

« Damage to physical assets.

+ Business disruption and system failures.

« Failure in execution, delivery and process management.

Quantitative Disclosures:
Capital requirement for Operational risk as on 31 December 2017 was BDT 3,262,904,609

Leverage Ratio:

Leverage ratio is the ratio of tier 1 capital to total on and off-balance sheet exposures. The leverage ratio was
introduced into the Basel Ill framework as a non-risk based backstop limit, to supplement risk-based capital
requirements.

In order to avoid building-up excessive on and off-balance sheet leverage in the banking system, a simple,
transparent, non-risk based leverage ratio has been introduced by the Bangladesh Bank. The leverage ratio
is calibrated to act as a credible supplementary measure to the risk based capital requirements. The
leverage ratio is intended to achieve the following objectives:

+ Constrain the build-up of leverage in the banking sector which can damage the broader financial system
and the economy; and
» Reinforce the risk based requirements with an easy to understand and a non-risk based measure.

The Bank has calculated the regulatory leverage ratio as per the guideline of Basel lll. The numerator, capital
measure is calculated using the new definition of Tier | capital applicable from 01 January 2015. The
denominator, exposure measure, is calculated on the basis of the Basel Ill leverage ratio framework as
adopted by the Bangladesh Bank. The exposure measure generally follows the accounting value, adjusted
as follows:

2017 Details Maturity up to 1 month Within 1 to 3months Within 3 to 12 months | Within 1to 5 Years Over 5 Years Total
BDT BDT BDT BDT BDT BDT + On-balance sheet, non derivative exposures are included in the exposure measure net of specific
Cash and cash equivalents 3,249,188,422 - - - - 3,249,188,422 pevsich;
Claims on Sovereigns and Central Bank 20.074.162.820 _ _ _ _ 20.074.162.820 + Physical or financial collateral is not considered to reduce on-balance sheet exposure;
Claims on Banks 26,415,342,791 - - - - 26,415,342,791 > Lo e eies Wi cpesl
Investments 13,748,846,930 5,563,195,385 12,529,153,334 202,263,487 380,893,139 32,424,352,276 ° Ol BelieD SHEdk D @D COMEiE [ GRil GEesiD CEED HIslgh e U 6
: = = = = == = creditconversion factors (CCFs). Depending on the risk category of the exposure a CCF of 20%, 50%
Claims on Corporate 33,081,499,072 44,192,170,935 11,481,946,377 6,852,422,489 1,469,613,322 97,077,852,195 or 100% is applied. Commitments that are unconditionally cancellable at any time by the bank without
Claims on Consumer and SME Loans 9,177,742,569 2,876,381,841 12,447,883,162 30,468,899,121 8,722,769,073 63,693,675,765 prior notice, a CCF of 10% is applied;
Fixed Assets - - - - 394,133,833 394,133,833 +  Item deducted from Tier | capital such as deferred tax assets is excluded.
Others Assets 12,528,548,924 - - - 1,248,470,355 183,777,019,279
Total on-balance sheet Items 118,275,331,527 52,631,748,161 36,458,982,873 37,523,585,097 12,215,879,721 257,105,527,381 B C R IS 2007 2016
Off-balance Sheet ltems 60,073,192,660 70,042,864,745 61,424,349,114 26,567,619,018 3,148,941,892 221,256,967,429 LevaiEp REWD () O0ck s
Total 178,348,524,188 122,674,612,906 97,883,331,987 64,091,204,115 15,364,821,613 478,362,494,810 A. |On Balance Sheet Exposure 280,337,117,889 249,904,977,936
B. | Off Balance Sheet Exposure 117,418,315,188 91,524,031,432
2016 Detail Maturity up to 1 month Within 1 to 3months|  Within 3to 12 months|  Within 1 to 5 Years Over 5 Years Total C. [Total Deduction From on and off balance sheet
etails BDT BDT BDT BDT BDT BDT exposure/ Regulatory adjustment made to Tier | Capital 1,202,025,506 1,476,359,163
Cash and cash equivalents 2,786,359,988 - - - - 2,786,359,988 Total Exposure (A+B-C) 396,553,407,570 339,952,650,206
Claims on Sovereigns and Central Bank 15,491,814,765 - - - - 15,491,814,765 o )
Claims on Banks 31,617,012,446 90,000,000 - - - 31,707,012,446 Blauiditvliiatic
Investments 5,742,222,736 3,464,702,360 10,625,312,845 6,979,161,820 380,833,709 27,192,233,470 Qualitative disclosures:

Claims on Corporate 42,070,822,148 20,851,508,516 12,613,686,929 4,940,997,144 216,025,463 80,693,040,200 Liquidity risk is the potential that the Bank either does not have sufficient liquid financial resources available
Claims on Consumer and SME Loans 8,718,454,242 2,580,252,992 9,574,686,232 22,364,013,144 7,813,380,870 51,050,787,479 e L e e ol e e s
- iquidity is managed by the Country Asset Liability Management Committee within the pre-define

Fixed Assets - . - - 443,273,218 443,273,218 liquidity limits set by and in compliance with Group liquidity policies and local regulatory requirements.

Others Assets 8,156,409,899 B B 3 1,498,625,531 9,655,035,429 Liquidity management of the Bank is centered on the Liquidity Coverage Ratio (LCR) and Net Stable

Total on-balance sheet ltems 114,583,096,223 26,986,463,867 32,813,686,006 34,284,172,107 10,352,138,791 219,019,556,995 IFUTSIing) [REH (et (bowme] @m [EHASTEL (I i Bk e At Wity MEegemani (ALY aosl i
manage this risk with active monitoring and management from Market and Traded Credit Risk (MTCR)

Off-balance Sheet ltems 88,792,428,383 39,901,739,017 30,005,553,689 18,482,891,265 1,425,177,494 178,607,789,848 Department.

Total 203,375.524,607 66,888.202.884 62,819,239.695 52.767,063,372 11,777.316,285 397.627.346,843 Liquidity Coverage Ratio (LCR) and Net Stable Funding Ratio (NSFR) has been adopted by the bank for

bl o e R s L s i liquidity risk management. LCR ensures that banks maintain enough high quality unencumbered liquid

assets to meet its liquidity needs for 30 calendar time-line whereas NSFR ensures availability of stable

» 0O s O » Based anita Base Disclosures on Risk Based Capltal (Basel "l) funding is greater than required funding over 1 year period.

E. Equities: Disclosures for Banking Book Positions
The Bank does not hold trading position in equities.
F.  Interest rate risk in the banking book
Qualitative Disclosure

(@) The general qualitative disclosure requirement including the nature of IRRBB and key assumptions,

including assumptions regarding loan prepayments and behaviour of non-maturity deposits, and
frequency of IRRBB measurement.
Interest rate risk from the non-trading book portfolios is transferred to ALM under the supervision of
ALCO. This risk arises principally from the re-pricing mismatch between commercial assets and
liabilities. ALM also deals in approved financial instruments in the market to manage the net interest rate
risk, subject to approved VaR and risk limits. VaR and stress tests are applied to non-trading book
exposures in the same way as for the trading book and thus the primary risk measurement tool is VaR
for the non-trading book. ALM also manages a portfolio of marketable securities primarily for the
purpose of meeting the reserve requirements. For non maturing products like current accounts, savings
accounts, cards and overdrafts, behavioural calculation is done to segregate the portfolio according to
the balances expected to remain with the bank under non stress conditions for a year or more (core) or
less than a year (non-core).

Quantitative Disclosure

Particulars Amount (BDT)
in Crore
Market value of assets 28,361.22
Market value of Liabilities 24,225.80
Weighted Average Duration of Assets (DA) 0.56
Weighted Average Duration of Liabilities (DL) 0.22
Duration Gap (DA-DL) 0.37
Yield to Maturity (YTM- Assets) 4.71%
Yield to Maturity (YTM- Liabilities) 1.22%
Magnitude of Interest Rate Change 1% 2% 3%
Changes in Market value of Equity (101.45) (202.89) (304.34)
due to an increase in interest Rate
[Stress Testing Minor Moderate Major
Regulatory capital (after shock) 4,362.49 4,261.04 4,159.60
RWA (after shock) 27,912.28 27,810.83 27,709.38
CAR (after shock) 15.63% 15.32% 15.01%

Here for good
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G. Market risk

Qualitative Disclosures:

(a) Views of Board of Directors (BOD) on trading/investment activities
The Bank recognises market risk as the potential for loss of earnings or economic value due to adverse
changes in financial market rates or prices. The Bank is exposed to market risk arising principally from
client-driven transactions. The objective of the Bank’s market risk policies and processes is to obtain a
balance of risk and return while meeting clients’ requirements.

The primary categories of market risk for the Bank are interest rate risk and currency exchange rate risk.

The Country Risk Committee, in conjunction with MTCR, provides market risk oversight, reporting and
management of the market risk profile.

(b

Methods used to measure Market risk
Interest Rate Risk

The interest rate exposures arise from trading and non-trading activities. Structural interest rate risk on
non-trading arises from the differing re-pricing characteristics of Government securities, commercial
banking assets and liabilities.

Foreign Exchange Risk

The foreign exchange exposures comprise trading and non-trading foreign currency translation
exposures. Foreign exchange trading exposures are principally derived from client driven
transactions.

(c) Market Risk Management System
The BRC - Board Risk Committee - approves the Group’s market risk appetite taking account of
market volatility, the range of products and asset classes, business volumes and transaction sizes.
The Market and Traded Credit Risk management operating under the current approved market risk
limits policy in force is responsible for setting Value at Risk (VaR) as the primary market risk
measure within the Group’s risk appetite. The CIBRC (Credit and Market Risk Committee) is
responsible for approving policies and other standards for the control of market risk and
overseeing their effective implementation. These policies cover both trading and non-trading
books.
Market and Traded Credit Risk (MTCR) approves the limits within delegated authorities and
monitors exposures against these limits. Additional limits are placed on specific instruments and
position concentrations, where appropriate. Sensitivity measures are used in addition to VaR as a
risk management tools. For example, interest rate sensitivity is measured in terms of exposure to a
one basis point increase in yields, whereas, foreign exchange sensitivities are measured in terms
of the underlying values or amounts involved. The Country Risk Committee reviews the market risk
exposures in its periodic meetings.

ALCO monitors the liquidity risk on a monthly basis. Based on the detail recommendation from ALM desk,
ALCO takes appropriate action to manage the liquidity risk. These ratios are regularly monitored at ALCO.
Also Bank has internal risk control framework which outlines clear and consistent policies and principles for
liquidity risk management.

Quantitative disclosures: 2017 2016
Liquidity Coverage Ratio (%) 123.11% 191.57%
Net Stable Funding Ratio (%) 133.03% 137.46%
Stock of High Liquid Assets 49,796,139,998 52,319,700,911
Total Net Cash Outflows over the next 30 Calender days 25,438,010,683 14,815,289,493
Available Amount of Stable Funding 249,076,774,832 221,766,214,719
Required Amount of Stable Funding 187,228,509,606 161,334,681,348

Remuneration
Qualitative disclosures:
(a) Information relating to the bodies that oversee remuneration:

(i) Name, composition and mandate of the main body overseeing remuneration

Group Remuneration Committee (“Committee”) is the main body overseeing remuneration policy
across the Bank. The Committee is comprised of independent non-executive directors and is
one of six board level committees. The Committee reviews, and is responsible for setting the
principles, parameters and governance framework of the Group and its subsidiaries’
remuneration policy. The terms of reference of the Committee can be found on the Group’s
website. Further information on the activities of the Committee can be found in the Group’s
Annual Report.

(i) External consultants whose advice has been sought, the body by which they were
commissioned, and in what areas of the remuneration process.
Though the Bank has no permanent external consultant for managing remuneration, but expert
opinion may have been sought by the Management, on a case to case basis, or third party
vendor is engaged for various retirement benefits accounting or getting local market information
on remuneration and benefits.

(iii) A description of the scope of the bank’s remuneration policy (e.g. by regions, business
lines), including the extent to which it is applicable to foreign subsidiaries and branches
Standard Chartered (the “Group”) is regulated globally by the UK Prudential Regulation Authority
(“PRA”) and the Financial Conduct Authority (‘FCA”). The remuneration rules of the PRA and FCA
are based on the principles adopted by the G20 countries in relation to the Financial Stability
Board’s (“FSB”) Principles for Sound Compensation Practices and their Implementation
Standards. The rules also include the provisions of the European Union’s Capital Requirements
Directive IV.
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(b)

(iv) A description of the types of employees considered as material risk takers and as senior

managers, including the number of employees in each group.

The Group’s Identification of MRTs for Remuneration Purposes Policy was introduced in 2014 to comply
with expanded rules for identifying key risk taking staff in accordance with the European Banking
Authority’s (‘EBA”) Regulatory Technical Standards and the remuneration rules set out by the PRA and
the FCA.

+ Inline with PRA and FCA regulation, the Group applies specific rules to variable remuneration for
MRTs:

o Variable remuneration is capped at two times fixed remuneration

o A minimum of 40 percent of variable remuneration is deferred, increasing to 60% when variable
remuneration is greater than GBP 500,000. This deferred over a period of 7 years for Senior
Managers (with no vesting prior to year 3), 5 years for Risk Managers and 3 years for Other MRTs;

o At least 50 per cent of any variable remuneration (both deferred and non-deferred) is delivered in
shares; and

o Upfront shares are subject to a minimum 12 month post-vest retention period. Deferred shares are
subject to a minimum 12 month post-vest retention period for Senior Managers and Other MRTs,
and a minimum six month post-vest retention period for Risk Managers.

+ The table below summarises the groups of employees who have been identified as MRTs in
accordance with the regulatory requirements:

Quantitative criteria Qualitative criteria

This captures employees who: This broadly identifies the following employees:

- Have been awarded total remuneration of
€500,000 or more in the previous financial
year

- Group executive and non-executive directors

- A member of senior management which is
defined as one or more of the following:

- Are within the 0.3 per cent of the number of
staff on a global basis who have been |qo
awarded the highest total remuneration in the
preceding financial year

A Senior Manager under the PRA/FCA Senior
Manager Regime

o A member of the Group’s Management Team
- Inthe preceding financial year were awarded

total remuneration that was equal to or
greater than the lowest total remuneration
awarded that year to certain specified groups
of employees

o All senior management (top two levels
beneath Group director level)

o Senior employees within the audit,
compliance, legal and risk functions

o  Senior employees within material business
units

o Employees who are members of certain
committees

o Employees who are able to initiate or approve
credit risk exposures above a certain
threshold and sign off on trading book
transactions at or above a specific value at
risk limit

Employees may be excluded from MRT classification if they are only identified by the quantitative criteria
and we can demonstrate that they do not have the ability to have a material impact on the Group’s risk

profile. The table below sets out the approval required for the different levels of prior year total remuneration.

|€500k—€750k

| The Group must notify exclusion to the relevant regional authority e.g. PRA

|€750k—€1 m

| Approval required from the relevant regional authority e.g. PRA

|€1m+

| Approval required from the EBA

Information relating to the design and structure of remuneration processes:

(i)

An overview of the key features and objectives of remuneration policy.

The Group’s remuneration approach is consistent with effective risk management and delivery of the
Group’s strategy and values. The Group’s approach is underpinned by:

A competitive remuneration opportunity that enables us to attract, motivate and retain employees;

A clearly defined performance management framework that ensures employees have clear objectives
and receive ongoing feedback;

Remuneration outcomes that relate to the performance of the individual, the business they work in, and
the Group. The Group aims to ensure that everyone is aligned to deliver long-term sustainable growth in
the interests of shareholders;

Variable remuneration that recognises the achievement, conduct, behaviours and values of each
individual, ensuring reward is aligned to the Group’s performance. Both what is achieved and how it is
achieved is taken into account;

An appropriate mix of fixed and variable remuneration, with the level of fixed remuneration based on an
individual’s role and the business’ risk profile;

Remuneration that is fair and transparent. An equal pay review is undertaken as part of the pay review
process globally; and

A core level of benefits that protects all employees and reflects the Group’s commitment to employee
wellbeing.

Element Operation

+ Salaries reflect individuals’ skills and experience and are
reviewed annually against market information and in the
context of the annual performance assessment and
affordability.

Increases may occur where there is a role change, increased
responsibility or to ensure market competitiveness.

Salary

Fixed remuneration

+ Benefits are provided, with the details depending on local
market practice. Employees have access to country-specific,
company-funded benefits such as pension schemes, private
medical insurance, permanent health insurance, life insurance
and cash allowances. The cost of providing the benefits is
defined and controlled.

+  Employees who are relocated or spend a substantial portion of
their time in more than one jurisdiction for business purposes
may be provided with mobility benefits. If employees incur tax
charges when travelling overseas in performance of their

Pension & benefits duties, these costs may be met by the Group

+ Sharesave is an all employee plan where participants are able
to open a savings contract to fund the exercise of an option
over shares. The option price is set at a discount of up to 20 per
cent of the share price at the date of invitation (or such other
discount as may be determined by the Committee). An
equivalent cash or share plan is offered in countries where
Sharesave may not be offered (typically due to tax, regulatory
or securities law issues).

Fixed remuneration

+ The Group does not award discretionary pension benefits.

+  Employees are typically eligible to be considered for variable
remuneration (determined based on group, business and
individual performance).

+ Individual incentives are linked to the Group scorecard, the
individual’'s business area scorecard and individual
performance.

+ Discretionary variable remuneration is delivered in the form of
annual incentive and/or LTIP award depending on the category
of Group employee.

+  Annual incentive is delivered in the form of cash, shares and/or

Variable remuneration
ENERIID (L3 deferred shares and deferred cash.

+ LTIP awards are delivered in shares and subject to long-term
performance measures.

Variable remuneration

+ The variable remuneration of employees in the Risk and
Compliance functions is set independently of the business they
oversee.

+ Last year the Group implemented changes to the operation of
discretionary incentives. The changes have increased
transparency and the link between achievement and
demonstration of expected values and behaviours, and the
level of incentives.

+ The proportion of variable to fixed remuneration paid to
employees is carefully monitored.

+  Guaranteed variable remuneration is only paid exceptionally,
and is limited to the first year of employment.

+  For MRTs, at least 40 per cent of variable remuneration must be
deferred. This increases to 60 per cent if variable remuneration
is at least GBP 500,000. Refer to Section 4 for more

Variable remuneration information.
+  For non-MRT employees, variable remuneration over a defined

threshold is subject to a graduated level of deferral.

Variable remuneration

+  Variable remuneration is subject to the Group Ex-Post Risk
Adjustment of Remuneration policy, which enables the Group
to: suspend payment of awards, suspend vesting of awards,
apply in-year adjustments, and apply malus and claw-back to
unvested and vested variable remuneration, in specified
circumstances.
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c

d)

(e)

(ii)

(iii)

Whether the remuneration committee reviewed the firm’s remuneration policy during the past
year, and if so, an overview of any changes that were made.

The European Banking Authority’s (‘EBA”) rules on retention requirements were implemented with
effect 1 January 2017, as well as the change to the Group’s deferral framework, where the variable
remuneration threshold for 60% deferral has been reduced from USD750,000 to USD600,000.

Prudential Regulatory Authority’s (“PRA”) new policy statement on buy-outs was introduced. This
apply to variable remuneration given to new hires (often known as a Buy-out Award) which is (or is
deemed to be) compensation for outstanding deferred remuneration from a previous employer that
has been forfeited as a result of termination of employment. Where an event has occurred that
would have resulted in Ex-post Risk Adjustment being applied to the forfeited award (as
determined by the previous employer), the new employer should reduce, or make all reasonable
efforts to recover an amount corresponding to the Buy-out, in the amounts notified to it by the
previous employer

A discussion of how the bank ensures that risk and compliance employees are remunerated
independently of the businesses they oversee.

Performance and reward decisions for the control functions (including those of Risk, Compliance, HR
and Legal) are determined independently of the business.

Description of the ways in which current and future risks are taken into account in the remuneration
processes:

An overview of the key risks that the bank takes into account when implementing remuneration
measures.

The Group’s variable remuneration is subject to approval by the Committee, based on a
recommendation by management. When considering the Group’s variable remuneration and its
allocation between businesses and functions, the Committee considers performance and risk factors
including (but not limited to):

The Group’s performance and capital position;
Shareholder returns and position in the market;
Regulatory expectations; and

The risk and control environment and adjustments for material events / issues in the Group and/or
specific business lines.

At an individual level, employees are assessed annually in relation to what they have achieved and how
they have achieved it, based on the values and behaviours they have demonstrated. This assessment
feeds into decision-making in relation to individual variable remuneration.

An overview of the nature and type of the key measures used to take account of these risks,
including risks difficult to measure (values need not be disclosed).

The Group’s approach to aligning remuneration to sound and effective risk management is supported
by:

Balanced performance measures: Variable remuneration, including both annual incentive awards and
the long term incentive plan (“LTIP”), are comprised of a balance of financial and strategic measures.
This ensures employees are incentivised to deliver the strategy both in the short-term and over the
longer term, and ensures an appropriate focus on the execution of the strategy, prudent risk-taking and
investor interests.

Risk adjusted metrics: The Group uses appropriate risk-adjusted metrics as a measure of performance
for both the LTIP and annual scorecards. This incentivises improvements in shareholder returns whilst
ensuring that returns are not generated by excessive risk taking.

Governance processes: Additional governance processes provide further safeguards against
inappropriate outcomes. The Committee ensures that the design of measures and the subsequent
remuneration outcomes are appropriate. Members of the Committee serve on other Board
Committees, including the Audit, Board Financial Crime Risk, Board Risk and Brand Values and
Conduct Committees. This overlap of membership brings a deeper understanding to the Committee of
core business objectives and issues.

A discussion of the ways in which these measures affect remuneration.

Variable remuneration is subject to the Group Ex-Post Risk Adjustment of Remuneration policy
(previously known as Group Claw-Back policy), which enables the Group to: suspend payment of
awards, suspend vesting of awards, apply in-year adjustments, and apply malus and claw-back to
unvested and vested variable remuneration, in specified circumstances.

A discussion of how the nature and type of these measures has changed over the past year and
reasons for the change, as well as the impact of changes on remuneration.

The Group introduced scorecards, which played an integral role in the determination of Group Total
Variable Compensation (“TVC”) for the 2016 performance year. The scorecards take into
consideration financial and non-financial targets, including those related to conduct and remediation
programs.

The Group has revised its Target TVC approach, based on the newly introduced scorecards, for
employees in businesses and functions excluding Corporate and Institutional Banking (“CIB”) and
Private Banking (“PvB”). CIB and PvB retain a discretionary approach, in line with market practice for
those businesses, to provide greater flexibility.

Description of the ways in which the bank seeks to link performance during a performance
measurement period with levels of remuneration:

(ii)

(iii)

An overview of main performance metrics for bank, top-level business lines and individuals.

The Group’s variable remuneration is subject to approval by the Committee, based on a
recommendation by management. When considering the Group’s variable remuneration and its
allocation between businesses and functions, the Committee considers performance and risk factors
including (but not limited to):

The Group’s performance and capital position;

Shareholder returns and position in the market;

Regulatory expectations; and

The risk and control environment and adjustments for material events / issues in the Group and/or
specific business lines.

At an individual level, employees are assessed annually in relation to what they have achieved and how
they have achieved it, based on the values and behaviours they have demonstrated. This assessment
feeds into decision-making in relation to individual variable remuneration.

A discussion of how amounts of individual remuneration are linked to bank-wide and individual
performance.

Employees are typically eligible to be considered for variable remuneration (determined based on
group, business and individual performance).

Individual incentives are linked to the Group scorecard, the individual’s business area scorecard and
individual performance.

Last year the Group implemented changes to the operation of discretionary incentives. The changes
have increased transparency and the link between achievement and demonstration of expected values
and behaviours, and the level of incentives.

A discussion of the measures the bank will in general implement to adjust remuneration in the
event that performance metrics are weak.

The Bank will in general implement the risk adjustment methodology to adjust the incentives for weak
performance.

Description of the ways in which the bank seek to adjust remuneration to take account of longer-term
performance:

(U]

A discussion of the bank’s policy on deferral and vesting of variable remuneration and, if the
fraction of variable remuneration that is deferred differs across employees or groups of

employees, a description of the factors that determine the fraction and their relative importance.

Variable remuneration rewards and incentivises the achievement of business and individual objectives
as well as adherence to the Group’s values.

The proportion of variable to fixed remuneration paid to employees is carefully monitored.

Guaranteed variable remuneration is only paid exceptionally, and is limited to the first year of
employment.

For MRTs, at least 40 per cent of variable remuneration must be deferred. This increases to 60 per cent
if variable remuneration is at least GBP 500,000.

For other employees, annual variable remuneration over a defined threshold is subject to a graduated
level of deferral, as shown below:

Variable remuneration value (USD) | Deferral percentage |

<100,000 0%
100,000 to 600,000 40%
>600,000 60% (flat rate applies to entire value)

(ii)

Deferred variable remuneration is typically delivered 50% in shares and 50% in cash.

A discussion of the bank’s policy and criteria for adjusting deferred remuneration before vesting
and (if permitted by national law) after vesting through claw back arrangements

Variable remuneration is subject to the Group Ex-Post Risk Adjustment of Remuneration policy
(previously known as Group Claw-Back policy), which enables the Group to: suspend payment of
awards, suspend vesting of awards, apply in-year adjustments, and apply malus and claw-back to
unvested and vested variable remuneration, in specified circumstances.

Description of the different forms of variable remuneration that the bank utilizes and the rationale for
using these different forms. Disclosures should include:

@

(ii)

An overview of the forms of variable remuneration offered (i.e. cash, shares and share-linked
instruments and other forms

Variable remuneration is delivered in cash and shares and is structured in line with the Group deferral
framework (as set out in the table in question e() above, unless superseded by regulatory
requirements. Any deferred variable remuneration is typically split equally between deferred cash and
deferred shares

Flexibility to pay zero variable remuneration

A discussion of the use of the different forms of variable remuneration and, if the mix of different
forms of variable remuneration differs across employees or groups of employees), a description
the factors that determine the mix and their relative importance.

The Group-wide deferral mechanism is a series of thresholds based on the value of variable
remuneration — the larger the variable remuneration award, the greater the proportion that is
deferred:

Disclosures on Risk Based Capital (Basel lll)

Variable remuneration (USD) | Deferral percentage

<=100,000 0%
>100,000 to 600,000 40%
>600,000 60% (flat rate applies to entire award)

The deferral amount is cumulative up to a variable remuneration value of USD 600,000, upon
which a flat rate of deferral applies to the entire award.

The effective deferral level is USD 105,000. If the variable remuneration awarded is greater than
USD 105,000 but less than or equal to USD 115,000 then the deferral is delivered as deferred cash
only.

The deferral mechanism applies to the variable compensation of all employees in the Group,
unless superseded by the remuneration requirements of the PRA and FCA, or any other regulator.
For MRTs, at least 40% of variable compensation must be deferred, increasing to at least 60%
when variable remuneration is more than GBP 500,000. Where a long-term incentive award is
granted, this may result in the aggregate level of deferred variable remuneration exceeding the
Group's deferral mechanism.

Quantitative Disclosure:

9) Number of meetings held by the main body overseeing | In 2017, there were 6 REMCO
remuneration during the financial year and remuneration meetings.
paid to its member.
h) + Number of employees having received a variable | Employees with variable
remuneration award during the financial year. remuneration: 1366
* Number and total amount of guaranteed bonuses | Guaranteed bonuses: NIL
awarded during the financial year. X
Sign-on awards: NIL
» Number and total amount of sign-on awards made during
the financial year. 1 severance payment was made
and total amount of payment: BDT
» Number and total amount of severance/termination 12,066,078
payments made during the financial year.
i) « Total amount of outstanding deferred remuneration, split | Outstanding deferred cash: BDT
into cash, shares and share-linked instruments and other | 3,929,925
forms. .
Outstanding deferred shares value:
« Total amount of deferred remuneration paid out in the BDT 3,929,925
financial year. )
Total deferred remuneration: BDT
7,859,850
i) Breakdown of amount of remuneration awards for the | Fixed: BDT 2,910,385,822
financial year to show: .
Variable: BDT 535,785,675
« fixed and variable
Deferred: BDT 7,859,850
« deferred and non-deferred
Non deferred: BDT 527,925,825
- different forms used (cash, shares and share linked
instruments, other forms). Upfront Cash: BDT 527,925,825
Upfront Shares: NIL
k) Quantitative information about employees’ exposure to | Overall: BDT 7,484,330
implicit (e.g. fluctuations in the value of shares or o
performance units) and explicit adjustments (e.g. Explicit: BDT 1,579,958
clawbacks or similar reversals or downward revaluations of | | mpjicit: BDT 5,904,372
awards) of deferred remuneration and retained
remuneration:
« Total amount of outstanding deferred remuneration and
retained remuneration exposed to expost explicit and/or
implicit adjustments.
« Total amount of reductions during the financial year due to
ex post explicit adjustments.
« Total amount of reductions during the financial year due to
ex post implicit adjustments.

Disclosures on Repo and Reverse repo

Standard Chartered Bank LAIFUTD
Bangladesh Branches

Disclosures on Repo and Reverse repo

(a) Disclosure regarding outstanding Repo as on 31 December 2017

Amount
Counter nam Agreement Reversal u
SI. No. ounter party name e Date (1stleg cash
consideration)
NIL NIL NIL
Total o

(b) Disclosure regarding outstanding Reverse Repo as on 31 December 2017

A t Reversal amount

SI. No. Counter party name greemen (1st leg cash
Date Date 0 3

consideration)

BRAC Bank Limited 28-Dec-17 1-Jan-18 206,508,052

Total 206,503,052

(c) Disclosure regarding overall transaction of Repo and Reverse repo

Minimum Maximum Daily average
SI. No. Particulars outstanding | outstanding outstanding
during the during the during
year year the year
1 Securities sold under repo
() Bangladesh bank* - 5 -
(i) Other banks & Fls = 49,783,200 409,177
2 | Securities purchased under reverse repo
(i) Bangladesh bank = - _
(i) Other banks & Fls - | 5,643,960,753 1,244,304,211
Credit Rating
Long term Short term
Year 2017 AAA ST-1
Year 2016 AAA ST-1
Outlook Stable

Date of current Rating

Credit Rating

March 11, 2018

Information and Services Limited (CRISL) reaffirms AAA

(pronounced as triple A) in long term and ST-1 rating on short term to Standard
Chartered Bank (Bangladesh Operation).
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Standard Chartered Bank

Offshore Banking Unit, Bangladesh

Financial Statements 2017

otes to the Financial Statements

Independent Auditor's Report to the Management of
Standard Chartered Bank
Offshore Banking Unit

Report on the Financial Statements

We have audited the accompanying financial statements of the Offshore Banking Unit ("the Bank"/ OBU) of
Standard Chartered Bank, Bangladesh Branches which comprise the balance sheet as at 31 December 2017,
and the profit and loss account, cash flow statement and statement of changes in equity 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 2.2 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 Companies Act, 1991 and Bangladesh
Bank regulations require the management to ensure effective internal audit, internal control and risk manage-
ment functions of the Bank. The management is also required to make a self-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 judgement, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, we consider internal controls 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 present fairly, in all material respects, the financial position of the Bank
as at 31 December 2017, 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 2.2.

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:

(@) 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;

(b) tothe 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 consider-
ing 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 Controls section:

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

ii) nothing has come to our attention regarding material instances of forgery or irregularity or administra-
tive error and exception or anything detrimental committed by employees of the Bank.

(c) 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;

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

(e) 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;

(9) therecords and statements submitted by the branches have been properly maintained and consolidated
in the financial statements;

(h) 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 300
person hours for the audit of the books and accounts of the Bank.

WQ :

M. J. ABEDIN & CO

Dhaka, 28 February 2018 Chartered Accountants

Balance Sheet
Standard Chartered Bank
Offshore Banking Unit, Bangladesh

Balance Sheet
as at 31 December 2017

2017 2016
PROPERTY AND ASSETS Notes us Taka usb Taka
Cash
Cash in hand (including foreign currencies) - - - -
Balance with Bangladesh Bank and its agent banks
(including foreign currencies) - - = -
Balance with other banks and financial institutions 5
Inside Bangladesh | 42,956,620 | 3,552,512,502 | | 46,434,913| | 3,654,427,639
Outside Bangladesh 10,128,689 837,642,557 8,704,880( | 685,074,039
53,085,309  4,390,155,059 55,139,793  4,339,501,678

Money at call and short notice - - - -
Investments
Government securities - E -] -
Other investments - - - -
Loans and advances
Loans, cash credit, overdrafts, etc. 6 98,008,227 | | 8,105,280,371 106,747,768 | 8,401,049,331
Bills purchased and discounted 7 649,818,824 | |63,740,016,751 610,808,648 48,070,640,578

747,827,051 61,845,297,122 717,556,416 56,471,689,909
Fixed assets including premises, furniture
and fixtures - - - -
Other assets 8 7,122,616 638,660,429 6,863,747 540,176,826
Non banking assets - - - -
Total assets 808,634,976  66,874,112,610 779,559,956 61,351,368,413

LIABILITIES AND CAPITAL
Liabilities
Borrowings from other banks, financial institutions and agents 9 [

618,416,950 | [51,143,081,738 | [ 648,708,618] [51,053,368,226

Deposits and other accounts 10
Current and other accounts 52,287,057 | | 4,324,139,637 37,509,303 | 2,951,982,178
Term deposits 3,211,421 265,584,535 3,176,000| [ 249,951,200
Other deposits 188,742 15,608,926 178.744 14.067.131
55,687,220  4,605,333,098 40,864,047  3,216,000,509
Other liabilities 1 91,810,503 7,597,066,035 62,433,460 4,913,513,386
Total liabilities 765,914,673 63,345,480,871 752,006,125 59,182,882,121
Equity
Fund deposited with Bangladesh Bank as capital - - - -
Other reserve - - g -
Profit and loss account balance 42,720,303 | | 3,528,631,739 27,663,831] | 2,168,486,292
Total equity 42,720,303  3,528,631,739 27,553,831  2,168,486,292
Total liabilities and equity 808,634,976 66,874,112,610 779,559,956 61,351,368,413
OFF-BALANCE SHEET ITEMS
Contingent liabilities
Acceptances and endorsements 7,745,673 640,567,190 14,667,681| | 1,154,346,512
Letters of guarantee 57,692 4,771,111 63,045 4,961,675
Irevocable letters of credit 18,000,657 | | 1,488,654,372 17,141,903 | 1,349,067,783
Bills for collection 101,560,962 | | 8,399,091,538 73,963,963| | 5,820,963,880
127,364,984 10,533,084,211 105,836,592  8,329,339,850
Other commitments - - = o
Total off-balance sheet items

127,364,984 10,533,084,211 105,836,592 _8,329,339,850

The accompanying notes 1 to 21 form an integral part of these financial statements.
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Naser Ezaz Bijoy
Chief Executive Officer, Bangladesh

Mohammod Masud Rana FCA
Chief Financial Officer, Bangladesh

As per our report of.same date.

M. J. ABEDIN & CO
Chartered Accountants

Dhaka, 28 February 2018
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Profit an ss Account

Standard Chartered Bank
Offshore Banking Unit, Bangladesh

Profit and Loss Account
for the year ended 31 December 2017

2017 2016
Notes usb Taka usb Taka
Interest income 12 29,657,376  2,405,462,202 26,672,618 2,093,041,876
Interest expense on deposits and borrowings 13 7,833982 636,355,517 4,283,741 336,177,932
Net interest income 21,823,394 1,769,106,685 22,388,877 1,756,863,944
Commission, exchange and brokerage 14 1,962,926 193,267,901 1,839,285 149,840,739
Other operating income - - - -
Total operating income 23,786,320  1,962,374,586 24,228,162  1,906,704,683
Salaries and allowances 147,673 11,939,326 151,002 11,858,866
Rent, taxes, insurance, electricity, etc. 23,172 1,881,276 21,813 1,711,658
Legal expenses 43 3,484 52 4113
Postage, stamps, telephone, telex, etc. 4,241 341,700 4,130 324,173
Stationery, printing, advertisements, etc. 3,934 319,294 2,114 166,306
Repairs and maintenance 24,298 1,980,109 23,656 1,856,624
Other expenses 15 40,630 3,296,149 36,744 2,883,429
Total operating expenses 243,991 19,761,338 239,601 18,805,169
Profit before provision 23,542,329 1,942,613,248 23,988,561 1,887,899,514
Provision for loans and advances and off balance sheet exposures  11.1 916,874 75,825,484 2,305,198 | 181,419,085
Provision for diminution in value of investments - - = =
Total provision 916,874 75,825,484 2,305,198 181,419,085
Total profit before tax 22,625,455 1,866,787,764 21,683,363 1,706,480,429
Provisions for income tax 11.2 9,983,200 825,610,630 9,215,428 725,254,182
Net profit after tax 12,642,255 1,041,177,134 12,467,935 981,226,247

The accompanying notes 1 to 21 form an integral part of these financial statements.
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Mohammod Masud Rana FCA
Chief Financial Officer, Bangladesh

Naser Ezaz Bijoy
Chief Executive Officer, Bangladesh

As per our report of.same date.

M. J. ABEDIN & CO
Chartered Accountants

Dhaka, 28 February 2018

Cash Flow Statement

Standard Chartered Bank
Offshore Banking Unit, Bangladesh

Cash Flow Statement
for the year ended 31 December 2017

2017 2016
SD Taka UsbD Taka
A) Cash flows from operating activities
Interest receipts in cash 28,791,597 | |2,306,505,903 24,334,361 | | 1,908,120,916
Interest payments (8,028,908) | | (643,370,727) (3,462,630) | | (271,482,300)
Fee and commission received 1,962,926 193,267,087 1,839,515 149,858,794
Cash payments to employees (147,673) (11,939,326) (151,091) | | (11,858,866)
Cash payments to suppliers (9,215,428 (2,064,957) (9,059,801) | (11,217,897)
Income taxes paid (40,338) | | (725,257,810) (142,212) | | (711,194,565)
Operating profit before changes in
operating assets and liabilities 13,322,176  1,117,140,170 13,358,142  1,052,226,081
Increase/decrease in operating assets and liabilities
Loans and advances to customers (30,668,859 | | (5,373,607,209) (225,577,444) | ((17,849,232,952)
Other assets 6,909 472,697 (16,410) (1,293,079)
Deposits from customers 14,823,173 | [1,389,332,590 8,257,436 656,381,559
Borrowing from other banks and financial institutions (30,291,668) 89,713,513 210,552,078 | |16,658,079,838
Other liabilities 28,229,568 | [2,508,633,307 11,505,611 911,096,099
(17,900,877)  (1,385,455,103) 4,721,211 375,031,465
Net cash from operating activities (4,578,701)  (268,314,932) 18,079,413 1,427,257,546
B) Cash flows from investing activities
Proceeds from sale of securities - - - -
Payments for purchase of securities - - - -
Purchase of fixed assets - - - -
Proceeds from sale of assets - - - -
Net cash from investing activities - - - -
C) Cash flows from financing activities
Profit remitted to Head Office - - (10,742,410)  (842,204,944)
D) Net increase/(decrease) in cash and
cash equivalents (A+B+C) (4,578,701) (268,314,932 7,337,003 585,052,602
E) Effects of exchange rate changes
on cash and cash equivalents 2,524,217 318,968,314 103,611 10,063,474
F) Opening cash and cash equivalents 55,139,793  4,339,501,678 47,699,179  3,744,385,602
G) Closing cash and cash equivalents (D+E+F) (Note - 16) 53,085,309  4,390,155,059 55,139,793  4,339,501,678

Statement of Changes in Equity

Standard Chartered Bank
Offshore Banking Unit, Bangladesh

Statement of Changes in Equity
for the year ended 31 December 2017

Fund Other Profit and loss Total
deposited reserve account balance
Particulars with
Bangladesh
Bank
USD Taka | USD Taka usbD Taka usD Taka
Balance as at 1 January 2017 27,553,832 2,168,486,292 | 27,553,831 2,168,486,292
Currency translation differences | - = = = 2,524217 318,968,314 2,524217 318,968,314
Net profit for the year - - - - 12,642,255 1,041,177,134 | 12,642,255 1,041,177,134
Profit remitted to Head Office = = = - = = = =
Balance as at 31 December 2017 42,720,303 3,528,631,739 | 42,720,303 3,528,631,739
Balance as at 1 January 2016 = = 25,724,695 2,019,401,515 | 25,724,695 2,019,401,515
Currency translation differences | - = = = 103,611 10,063,474 103,611 10,063,474
Net profit for the year = = = = 12,467,935 981,226,246 | 12,467,935 981,226,246
Profit remitted to Head Office (10,742,410) (842,204,944) | (10,742,410)  (842,204,944)
Balance as at 31 December 2016 - - - - 27,553,832 2,168,486,292 | 27,553,831 2,168,486,292
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Standard Chartered Bank
Offshore Banking Unit, Bangladesh
Notes to the Financial Statements
as at and for the year ended 31 December 2017

The Bank and its activities

Name of the bank

Standard Chartered Bank (SCB), Bangladesh Branches (‘the bank’) commenced the operations of its
Offshore Banking Unit (OBU) in Bangladesh in Bangladesh on 16 August 1994 after obtaining banking
licence from Bangladesh Bank on 20 December 1993. SCB is incorporated in England with limited liability
by Royal Charter 1853. The head office of the bank is situated in England at 1 Basinghall Avenue, London
EC2V5DD and Bangladesh country head office is situated at 67 Gulshan Avenue, Dhaka.

Principal activities

SCB OBU offers a comprehensive range of financial services to EPZ customers in Bangladesh including
commercial banking, corporate and institutional banking, financial markets, global trade and trade services,
cash management services, etc. There have been no significant changes in the nature of the principal
activities of the Bank during the financial year under review.

Basis of preparation of Financial Statements

Reporting period & Approval of financial statements
The financial statements cover a calendar year from 1 January 2017 to 31 December 2017. The financial
statements are authorized for issue by the management of the bank on 28 February 2018.

Statement of compliance and basis of preparation

The Financial Reporting Act 2015 (FRA) was enacted in 2015 and the Financial Reporting Council (FRC)
under the FRA is formed in 2017 which, among other things, will issue financial reporting standards for public
interest entities such as banks. The Bank Companies Act 1991 has been amended to require banks to
prepare their financial statements under such financial reporting standards.

The FRC is formed but as such no financial reporting standards have been issued as per the provisions of
the FRA. Hence, the financial statements of the Bank as at and for the year ended 31 December 2017 have
been prepared in accordance with Bangladesh Financial Reporting Standards (BFRSs) as adopted by The
Institute of Chartered Accountants of Bangladesh (ICAB) and the requirements of The Bank Companies Act
1991, the rules and regulations issued by Bangladesh Bank (BB) and the Companies Act 1994. The
Securities and Exchange Rules 1987 is not mandatorily applicable for non-listed foreign banks in
Bangladesh. In case any requirement of The Bank Companies Act 1991 and provisions and circulars issued
by the central bank (herein after called Bangladesh Bank (BB)) differ with those of BFRS, the requirements
of The Bank Companies Act 1991 and provisions and circulars issued by BB shall prevail.

The financial statements of the Bank have been prepared in accordance with the “First Schedule (sec-38)” of
The Bank Companies Act 1991 as amended therein 2007 and 2013, BRPD Circular no. 14 dated 25 June,
2003, other Bangladesh Bank Circulars, International Accounting Standards (IAS) and International Financial
Reporting Standards (IFRS) as adopted by the Institute of Chartered Accountants of Bangladesh (ICAB) as
Bangladesh Accounting Standards (BAS) and Bangladesh Financial Reporting Standards(BFRS) respectively.

Material departures from the requirements of BAS and BFRS are as follows:

i) Presentation of financial statements
BAS/BFRS: As per BAS 1 financial statements shall comprise statement of financial position,
comprehensive income statement, changes in equity, cash flows statement, adequate notes comprising
summary of accounting policies and other explanatory information. As per para 60 of BAS 1, the entity
shall also present current and non-current assets and liabilities as separate classifications in its
statement of financial position.
Bangladesh Bank: As per BRPD circular no. 14 dated 23 September 2012, BRPD circular no. 19 dated
27 December 2012, BRPD circular no. 05 dated 29 May 2013, BRPD circular no. 16 dated 18 November
2014, BRPD circular no. 12 dated 20 August 2017 and BRPD circular no. 15 dated 27 September 2017,
a general provision at 0.25% to 5% under different categories of unclassified loans (standard/SMA loans)
has to be maintained regardless of objective evidence of impairment. Also provision for sub-standard
loans, doubtful loans and bad/losses loans has to be provided at 5% to 20%, 5% to 50% and 100%,
respectively for loans and advances depending on the duration of overdue. Again as per BRPD circular
no. 14 dated 23 September 2012, a general provision at 1% is required to be provided for all off-balance
sheet exposures. Such provision policies are not specifically in line with those prescribed by BAS 39.

i) Provision on loans and advances

BFRS: As per BAS 39, 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 BRPD circular no. 14 dated 23 September 2012, BRPD circular no. 19 dated 27
December 2012, BRPD circular no. 05 dated 29 May 2013 and BRPD circular no. 16 dated 18 November
2014, a general provision at 0.25% to 5% under different categories of unclassified loans (standard/SMA
loans) has to be maintained regardless of objective evidence of impairment. Also provision for sub-standard
loans, doubtful loans and bad/losses loans has to be provided at 5% to 20%, 5% to 50% and 100%,
respectively for loans and advances depending on the duration of overdue. Again as per BRPD circular no.
14 dated 23 September 2012, a general provision at 1% is required to be provided for all off-balance sheet
exposures. Such provision policies are not specifically in line with those prescribed by BAS 39.

ili) Recognition of interest in suspense

BFRS: Loans and advances to customers are generally classified as 'loans and receivables' as per BAS
39 and interest income is recognised through effective interest 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 BRPD circular no. 14 dated 23 September 2012, 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 in suspense account, which is presented as liability in the balance sheet.

iv]

Other comprehensive income

BFRS: As per BAS 1 Presentation of Financial Statements Other Comprehensive Income (OClI) 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 are to be
followed by all banks. The templates for financial statements issued by Bangladesh Bank do not include
OCI nor are the elements of OCI allowed to be included in a single other comprehensive income
statement. As such the Bank 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

Bangladesh Bank guidelines categorise, recognise, measure and present financial instruments
differently from those prescribed in BAS 32 Financial Instruments: Presentation, BAS 39 and BFRS 7
Financial Instruments: Disclosures. As such full disclosure and presentation requirements of BFRS 7 and
BAS 32 are not made in the financial statements.

vi

Financial guarantees

BFRS: As per BAS 39, financial guarantees are contracts that require an entity to make specified
payments to reimburse the holder for a loss it incurs because a specified debtor fails to make payment
when due in accordance with the terms of a debt instrument. Financial guarantees are recognised
initially at fair value, and the initial fair value is amortised over the life of the financial guarantee. The
financial guarantees is subsequently carried at the higher of this amortised amount and the present value
of any expected payment when a payment under the guarantee has become probable.

Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003, financial guarantees such as letter
of credit, letter of guarantee etc. are reported as off-balance sheet items.

vii) Cash flow statement
BFRS: As per BAS 7 Statement of Cash Flows, the cash flow statement can be prepared using either the
direct method or the indirect method. 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 BRPD circular no. 14 dated 25 June 2003, cash flow is the mixture of direct
and indirect methods.

viii) Off-balance sheet items
BFRS: As per BFRS there is no requirement for disclosure of off-balance sheet items on the face of the
balance sheet.

Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 2003, off-balance sheet items (e.g. letter
of credit, letter of guarantee etc.) must be disclosed separately on the face of the balance sheet.

ix]

Loans and advances net of provision

BFRS: Loans and advances shall be recognised net of impairment loss as per BAS 39.

Bangladesh Bank: As per BRPD circular no. 14 dated 25 June 20083, provision on loans and advances
is presented separately as liability and cannot be netted off against loans and advances.

Basis of measurement
The financial statements of the Bank have been prepared on historical cost basis.

Foreign Currency

According to BAS 21 The Effects of Changes in Foreign Exchange Rates,tansactions in foreign currencies
are translated into the respective functional currency of the operation at the spot exchange rate at the date
of the transaction.

Monetary assets, liabilities and fund deposited with Bangladesh Bank as capital denominated in foreign
currencies at the reporting date are translated into the functional currency at the spot exchange rate at that
date. Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value
are retranslated into the functional currency at the spot exchange rate at the date that the fair value was
determined. Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign
currency are translated using the exchange rate at the date of the transaction.

Foreign currency differences arising on translation are recognised in the profit and loss account.

Functional and reporting currency

The financial statements of OBU are presented in United States Dollar (USD) which is the OBU's functional
and reporting currency. The balance sheet and profit and loss accounts are also presented in Bangladeshi
Taka using the exchange rate prevailing at the balance sheet date and average exchange rate of the month
during which the transactions incurred respectively.

Use of estimates and judgements

The preparation of financial statements requires management to make judgements, estimates and
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates.

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

In particular, information about significant areas of estimation, uncertainty and critical judgements in
applying accounting policies that have the most significant effect on the amounts recognised in the financial
statements are described below:

Standard
Chartered
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