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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2019

The most significant areas where estimates and judgments have been applied are to calculate provision for loans,
advances and investments as per Bangladesh Bank guidelines.

2.1.3 Statement of cash flows
Statement of cash flows have been prepared in accordance with the BRPD Circular No. 14, dated June 25, 2003
issued by the Banking Regulation & Policy Department of Bangladesh Bank.

2.1.4 Liquidity statement
The liquidity statement of assets and liabilities as on the reporting date has been prepared on residual maturity
term as per the following basis:

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

ii) Investments are on the basis of their residual term;

iiij Loans and advances are on the basis of their repayment schedule;

iv) Fixed assets are on the basis of their useful life;

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

vi) Borrowing from other Banks, Financial Institutions and Agents, etc. are as per their repayment terms;

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

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

2.1.5 Reporting period

These financial statements cover one calendar year from 1st January 2019 to 31st December 2019.

2.2 Assets and basis of their valuation

2.2.1 Cash and cash equivalents

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

2.2.2 Loans and Advances
a) Loans and advances are stated in the balance sheet on gross basis.

b) Interest is calculated on a daily product basis but charged and accounted for on accrual basis. Interest on
classified loans and advances is kept in suspense account as per Bangladesh Bank instructions and such
interest is not accounted for as income until realised from borrowers. Interest is not charged on bad and loss
loans as per guidelines of Bangladesh Bank. Records of such interest amounts are kept in separate
memorandum accounts.

¢) Commission and discounts on bills purchased and discounted are recognized at the time of realization.

d) Provision for loans and advances is made on the basis of the following instructions contained in BRPD Circular
no. 14, dated September 23, 2012, BRPD Circular no. 19, dated December 27, 2012, BRPD Circular no. 05,
dated May 29, 2013, BRPD Circular no. 16, dated November 18, 2014, BRPD Circular no. 12, dated August 20,
2017, BRPD Circular no. 15, dated September 27, 2017 and BRPD Circular no. 1 dated February 2018. The
rates of provision for loans and advances are given below:

Heads Rates of provisions

General provision on:

Unclassified (including SMA) small and medium enterprise 0.25%
Unclassified (including SMA) Loans to BHs/MBs/SDs against shares etc. 2%
Unclassified (including SMA) loans for housing finance 1%
Unclassified consumer financing other than housing finance, credit card and loans for professionals 5%
Unclassified (including SMA) loans for credit card and loans for professionals 2%
Short term agri credit and micro credit 1%
Unclassified (including SMA) other loans and advances 1%
Off-balance sheet exposures (excluding bills for collection) 0.5-1%

Specific provision on:

Substandard loans and advances other than short term agri credit and micro credit 20%
Doubtful loans and advances other than short term agri crrdit and micro credit 50%
Bad/Loss loans and advances 100%
Substandard & Doubtful short term agri credit and micro credit 5%

Bad/Loss short term agri credit and micro credit 100%

2.2.3 Investments

All investment securities are initially recognised at cost, being fair value of the consideration given, including
acquisition charges associated with the investment. Premiums are amortized and discounts accredited, using the
effective yield method are taken to discount income as per IAS 32 "Financial Instruments: Presentations" and IAS 39
"Financial Instruments: Recognition and Measurements". The valuation method of investments used are:

Held to maturity (HTM)

HTM consist the Government approved securities in the mode of Treasury bond & bills which are classified as per
Bangladesh Bank DOS circular no. 5, date 26 May 2008, and DOS circular no. 5, date 28 January 2009. These
securities bear fixed coupon payments and are revalued annually on amortized cost method as directed by
Bangladesh bank. The change in revaluation of the securities is reflected in the Changes in Equity Statement.

Held for trading (HFT)

Investments classified in this category are acquired principally for the purpose of selling or repurchasing in short
trading or if designated as such by the management. After initial recognition, investments are measured at fair value
and any change in the fair value is recognised in the Profit and Loss Account for the period in which it arises. These
investments are subsequently revalued at current market value on weekly basis as per Bangladesh Bank Guideline.
Revaluation gain has been shown in revaluation reserve account & revaluation loss has been shown in Profit & Loss
account. Value of investments has been enumerated as follows:

Initial Measurement
Investment class recognition after initial Recording of changes
recognition
Govt. T—bil\s/"l'-bonds GCost Fair value Loss to profit and loss account, gain to
Held For Trading (HFT) revaluation reserve
Gouvt. T-bills/T-bonds Cost Amortised cost Increase in value of such investments is booked
Held To Maturity (HTM) to equity, decrease to profit and loss account.
Debenture/bond Cost Cost Not applicable.
Prize bond Cost Cost None

2.2.4 Property, plant and equipment
Property, plant and equipment are recognized if it is probable that future economic benefits associated with the
assets will flow to the Bank and the cost of the assets can be reliably measured.

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

b) The Bank recognises, in the carrying amount of an item of fixed assets, the cost of replacing part of such an item
when that cost is incurred if it is probable that the future economic benefits embodied with the item will flow to the
company and the cost of the item can be measured reliably. Expenditure incurred after the assets have been put into
operation, such as repairs and maintenance, is normally charged off as revenue expenditure in the period in which it
is incurred.

¢) Depreciation is charged for the year at the following rates on straight line method on all fixed assets and no
depreciation is charged on land:

Category fixed assets Rate

Furniture and fixture 10%
Office equipments 20%
Motor vehicles 20%
IT softwares 20%
IT hardwares 20%

d) For addition during the year, depreciation is charged for the remaining days of the year and for disposal
depreciation is charged up to the date of disposal.

e) On disposal of fixed assets, the cost and accumulated depreciation are eliminated from the fixed assets schedule
and gain or loss on such disposal is reflected in the income statement, which is determined with reference to the net
book value of the assets and net sale proceeds.

2.2.5 Intangible assets
a) An intangible asset is recognized if it is probable that the future economic benefits that are attributable to the asset
will flow to the entity and the cost of the assets can be measured reliably.

b) Software represents the value of computer application software licensed for use of the Bank, other than software
applied to the operation software system of computers. Intangible assets are carried at its cost, less accumulated
amortization and any impairment losses.

Initial cost comprises license fees paid at the time of purchase and other directly attributable expenditure that are
incurred in customizing the software for its intended use.

¢) Expenditure incurred on software is capitalized only when it enhances and extends the economic benefits of
computer software beyond their original specifications and lives and such cost is recognized as capital improvement
and added to the original cost of software.

d) Software is amortized using the straight line method over the estimated useful life of 5 (five) years commencing
from the date of the application. Software is available for use over the best estimate of its useful economic life.

2.2.6 Impairment of Assets
The policy for all assets or cash-generating units for the purpose of assessing such assets for impairment is as
follows:

The Bank assesses at the end of each reporting period or more frequently if events or changes in circumstances
indicate that the carrying value of an asset may be impaired, whether there is any indication that an asset may be
impaired. If any such indication exits, or when an annual impairment testing for an asset is required, the bank
makes an estimate of the asset's recoverable amount. When the carrying amount of an asset or cash-generating
unit exceeds its recoverable amount, the asset or cash-generating unit is considered as impaired and is written
down to its recoverable amount by debiting to profit & loss account.

Fixed assets are reviewed for impairment whenever events or charges in circumstances indicate that the carrying
amount of an asset may be impaired.

2.2.7 Other assets

Other assets include mainly advance office rent, payment of advance income tax has not been closed yet and all
other financial assets, fees and other unrealized income receivable, advance for operating expenditure and stocks
of stationery and stamps etc. Any part of uncollectible other assets is subject to making provision based on their

ageing as per Bangladesh Bank circular no. 14 date 25 June 2001.

2.2.8 Securities purchased under re-sale agreement

Securities purchased under re-sale agreements are treated as collateralized lending and recorded at the
consideration paid and interest accrued thereon. The amount lent is shown as an asset either as loans and
advances to customers or loans to other banks.

The difference between purchase price and re-sale price is treated as interest received and accrued evenly over
the life of Repo agreement.

2.2.9 Receivables
Receivables are recognised when there is a contractual right to receive cash or another financial asset from another
entity

2.2.10 Inventories
Inventories measured at the lower of cost and net realizable value.

2.2.11 Non-banking assets:
Non-banking assets are acquired on account of the failure of a borrower to repay the loan on time after receiving
the decree from the Court regarding the right and title of the mortgage property.

2.2.12 Reconciliation of inter-bank and inter-branch account

Accounts with regard to inter-bank (in Bangladesh and outside Bangladesh) are reconciled regularly and there are
no material differences which may affect the financial statements significantly. Un-reconciled entries / balances in
the case of inter-branch transactions as on the reporting date are not material.

2.3 Share Capital
Ordinary shares are classified as equity when there is no contractual obligation to transfer cash or other financial
assets.

2.3.1 Authorised Capital
Authorised capital is the maximum amount of share capital that the Bank is authorised by its Memorandum and
Articles of Association.

2.3.2 Paid up Capital

Paid up capital represents total amount of shareholders' capital that has been paid in full by the ordinary
shareholders. Holders of ordinary shares are entitled to receive dividends as declared from time to time and are
entitled to vote at shareholders’ meetings. In the event of a winding-up of the Bank, ordinary shareholders are
ranked after all other shareholders and creditors and are fully entitled to any residual proceeds of liquidation.

2.4 Statutory reserve
As per Bank Companies Act, the Bank requires to transfer 20% of its current year's profit before tax to statutory
reserve until such reserve equals to its paid up capital.

2.5 Contingent liabilities

A contingent liability is a possible obligation that arises from past events and the existence of which will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the
control of the Bank; or

A present obligation that arises from past events but is not recognised because:
a) it is not probable that an outflow of resources embodying economic benefits will be required to settle the
obligation; or

b) the amount of the obligation cannot be measured with sufficient reliability.

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. Contingent assets are not recognised in the
financial statements as this may results in the recognition of income which may never be realised.

2.6 Deposits and other accounts

Deposits by customers and Banks are recognised when the Bank enters into contractual provisions of the
arrangements with the counterparties, which is generally on trade date, and initially measured at the consideration
received.

2.7 Borrowings from other banks, financial institutions and agents

Borrowed funds include call money deposits, borrowings, re-finance borrowings and other term borrowings from
banks, financial institutions and agents. These are stated in the balance sheet at amounts payable. Interest paid /
payable on these borrowings is charged to the profit & loss account.

2.9 Basis for valuation of liabilities and provisions

2.9.1 Provision for current taxation
Provision for current income tax has been made as per prescribed rate in the Finance Act, 2019 on the taxable
income as per income tax law and IAS 12 Income Taxes.

2.9.2 Deferred taxation

Deferred tax assets or liabilities are recognised by the Bank on deductible or taxable temporary differences
between the carrying amount of assets and liabilities used for financial reporting and the amount used for taxation
purpose as required by IAS 12 Income taxes and BRPD circular no.11 dated 12 December 2011. Deferred tax
assets is recognised for the carry forward of unused tax losses and unused tax credits to the extent that it is
probable that future taxable profit will be available against which they can be used. Deferred tax assets and
liabilities are reviewed at each reporting period and are measured at the applicable tax rate as per tax laws that are
expected to be applied when the assets is realised and liability is settled. Any unrecognised deferred tax assets or
liabilities are reassessed at each reporting period and recognised only if that has become probable that future
taxable profit or loss will be available against which they can be used or settled. In reality, buyers bear the tax on
behalf of sellers at the time of land registration and taxes paid at the time of land registration are final discharge of
related tax liability of the seller (Bank). Details of deferred tax assets or liabilities and amount recognised in profit
and loss account for deferred tax income or expense are given in note 9.2.1 & 9.2.2 in the financial statements.

2.9.3 Benefits to the employees

The benefits accrued for the employees of the Bank as on reporting date have been accounted for in accordance
with the provisions of IAS 19 Employee Benefit. Basis of enumerating the benefit schemes operated by the Bank
are outlined below:

a) Provident fund

Provident fund benefits are given to the permanent employees of the Bank in accordance with Bank's service
rules. Accordingly a trust deed and provident fund rules were prepared. The Fund is operated by a Board of
Trustees consisting five members (04 members from management and other 01 members from the Board of
Directors) of the Bank. All confirmed employees of the Bank are contributing 10% of their basic salary as
subscription to the Fund.

The Bank also contributes an equal amount of the employees' contribution. Interest earned from the investments
is credited to the members' account on yearly basis.

b) Gratuity fund
The Bank's Gratuity fund policy is under process.

c) Worker's Profit Participation Fund (WPPF)
Consistent with the industry practice and in accordance with the Bank Companies Act, 1991 (as amended up to
date), no provision has been made for WPPF.

2.9.4 Other liabilities

Other liabilities comprise items such as provision for loans and advances/investments, provision for taxation,
interest payable, interest suspense, accrued expenses, obligation under finance lease etc. Other liabilities are
recognised in the balance sheet according to the guidelines of Bangladesh Bank, Income Tax Ordinance 1984 and
internal policy of the Bank.

2.9.5 Provision for liabilities

A provision is recognised in the balance sheet when the Bank has legal or constructive obligation as a result of a
past event and it is probable that an outflow of economic benefit will be required to settle the obligations, in
accordance with the IAS 37 Provisions, Contingent Liabilities and Contingent Assets.

2.10 Revenue recognition

2.10.1 Interest income

Interest income is recognised on accrual basis. Interest on unclassified loans and advances are calculated at the
prescribed rates to be taken into income. Interest is ceased to be taken into income when such loans and
advances are marked as classified as per criteria prescribed by the Bangladesh Bank. It is then kept in interest
suspense account. Interest on classified advances is accounted for on a cash receipt basis.

2.10.2 Investment income
Interest income on investments is recognised on accrual basis. Investment income includes any gain or loss and
interest on Treasury bills, treasury bonds, zero coupon, commercial paper, debentures and preference share.

2.10.3 Fees and commission income

Fees and commission income arising on services provided by the Bank are recognised when those are realized.
Commission charged to customers on letters of credit and letters of guarantee is credited to income at the time of
transactions being recorded in the books of accounts.

2.10.4 Dividend income on shares
Dividend income on shares is recognised during the period when right to receive is established.

2.10.5 Interest paid and other expenses
Interest paid and other expenses are recognized on an accrual basis.

2.11 Risk management

Risk is inherent to the banking business and Bank adds shareholders' value by converting opportunities into profit.
The Bank evaluates its opportunities in terms of risk-reward relationship. The risks that are taking by the Bank are
reasonable, controlled, within its financial resources and credit competence.

In CBBL, risk is managed through a clear organizational structure, risk management and monitoring process that
are closely aligned with the activities of the Bank’s risk management policy and process as well as in line with the
guidelines provided by the country's central bank, Bangladesh Bank.

The Bank’s risk management policy and process is composed with all the structure, policies, process and
strategies within the Bank so that it does not conflict with other risk management policies. The essential elements
of an effective risk management framework are:

1. Clearly defined roles and responsibilities to avoid conflict of interest between business lines.

2. Developing a risk culture where everyone will understand the impact of risk before taking any business decision.
3. Robust risk management and governance by the board for understanding the risks taken by the Bank for safety
and protection of the assets.

2.12 Core risk management

BRPD circulars no. 17 dated 07 October 2003 and BRPD circular no. 04 dated 05 March 2007 require banks to
put in place an effective risk management system. The risk management system of the bank covers the following
risk areas.

2.12.1 Credit risk

It arises mainly from lending, trade finance, leasing and treasury businesses. This can be described as potential
loss arising from the failure of a counter party to perform as per contractual agreement with the Bank. The failure
may result from unwillingness of the counter party or decline in his/her financial condition. Therefore, the Bank’s
credit risk management activities have been designed to address all these issues.

The Bank has segregated duties of the officers / executives involved in credit related activities. A separate
Corporate Division has been formed at Head Office which is entrusted with the duties of maintaining effective
relationship with the customers, marketing of credit products, exploring new business opportunities, etc.
Moreover, credit approval, administration, monitoring and recovery functions have been segregated. For this
purpose, three separate units have been formed within the credit division. These are (a) Credit Risk Management
Unit (b) Credit Administration Unit and (c) Credit Monitoring Unit. Credit Risk Management Unit is entrusted with
the duties of maintaining asset quality, assessing risk in lending to a particular customer, sanctioning credit,
formulating policy / strategy for lending operation, etc.

A thorough assessment is done before sanction of any credit facility at Credit Risk Management Unit. The risk
assessment includes borrower risk analysis, financial analysis, industry analysis, historical performance of the
customer, security of the proposed credit facility, etc. The assessment process at Head Office starts at Corporate
Division by the Relationship Manager / Officer and ends at Credit Risk Management Unit when it is approved /
declined by the competent authority. Credit approval authority has been delegated to the individual executives.
Proposals beyond their delegation are approved / declined by the Executive Committee and / or the Management
of the Bank.

In determining Single borrower / Large loan limit, the instructions of Bangladesh Bank are strictly followed.
Internal audit is conducted at periodical intervals to ensure compliance of Bank's and Regulatory polices. Loans
are classified as per Bangladesh Bank’s guidelines.

2.12.2 Foreign exchange risk

Foreign exchange risk is the exposure of an institution to the potential impact of movements in foreign exchange
rates. The risk is that adverse fluctuations in exchange rates may result in a loss in earnings. As per the
guidelines of Bangladesh Bank, CBBL has developed a detailed Foreign Exchange Risk Management policies to
minimize different types of risks associated with foreign exchange transactions. The Bank has also developed
different strategies to handle foreign exchange risk by setting different types of limits and risk parameters to
measure and monitor foreign exchange risk exposure of the Bank.

The foreign exchange desk of treasury division is involved in foreign exchange dealing activities with different
counterparts; the treasury back office is engaged in transfer of funds and passing of the transaction entries in the
books of accounts, and the mid office is responsible for verification of the deals. All foreign exchange transactions
are revalued at market rate as per the directive of Bangladesh Bank. All Nostro Accounts are reconciled on a
monthly basis and outstanding entries beyond 30 days are reviewed by the management for its settlement.

2.12.3 Asset liability management

Banks are exposed to the several risks such as Liquidity Risk, Interest Rate Risk, Foreign Exchange Risk, Credit
Risk and Operational Risk etc. Monitoring and controlling of these risks is vital to the survival of a financial
institution.

Asset-Liability Management is a tool to oversee whether different balance sheet risks are properly identified,
appropriate policies and procedures are well established to control and limit these risks. Asset-Liability Committee
(ALCO) reviews country’s overall economic position, the Bank’s liquidity position, key performance ratios, interest
rate risk, deposit and advance growth, cost of deposit & yield on advances, deposit & lending pricing strategy
and different forecasted balance sheet risks of the Bank.

2.12.4 Money laundering risk

Money laundering is the generic term used to describe the process by which criminals disguise the original
ownership and control of the proceeds of criminal conduct by making such proceeds appear to have derived
from a legitimate source. If money laundering is done successfully, it allows the criminals to maintain control over
their proceeds and ultimately to provide a legitimate cover for their source of income. Money laundering plays a
fundamental role in facilitating the ambitions of the drug trafficker, the terrorist, the organized criminal, the insider
dealer, the tax evaders as well as the many others who need to avoid the attention from the authorities that
sudden wealth brings from illegal activities. By engaging in this type of activity it is hoped to place the proceeds
beyond the reach of any asset forfeiture laws.

Community Bank Bangladesh Limited (CBBL) has implemented an enterprise-wide AML (Anti-Money Laundering)
and CFT (Combating the Financing of Terrorism) compliance program, which covers all the activities of the Bank
and is reasonably designed to comply with applicable laws and regulations. It is the policy of CBBL to take all
reasonable and appropriate steps to prevent persons engaged in money laundering, fraud, or other financial
crime, including the financing of terrorists or terrorist operations, from utilizing CBBL products and services.
CBBL makes every effort to remain in full compliance with all applicable AML and CFT laws, rules and standards
in the jurisdictions in which it does business.

In order to facilitate compliance with AML and CFT requirements, CBBL has appointed one of its Senior
Executives as the CAMLCO (Chief Anti-Money Laundering Compliance Officer) and a team of employees with
experience on AML and CFT requirements under law, as well as money laundering detection and prevention, to
oversee CBBL AML and CFT program. CBBL has developed and implemented written AML and CFT policies,
procedures, internal controls and systems, which include (but are not limited) a customer identification program
and procedures; procedures to collect and refresh, as appropriate, customer due diligence information;
processes to assess risk; processes and systems to monitor customer transactions and activity; processes and
systems to identify and report suspicious activity; and, processes to keep required records. CBBL educates its all
employees on AML and CFT requirements and activities and also subjects its AML and CFT program to regular
independent testing. CBBL cooperates fully with law enforcement and regulatory investigations and inquiries in
identifying the criminals involve in Money Laundering and Terrorist Activities/Financing.

2.12.5 Internal control & compliance risk

Internal control is fundamental to the successful operation and day-to-day running of a business and it assists the
bank in achieving its business objectives. It encompasses all controls incorporated into the strategic, governance
and management processes, covering the bank’s entire range of activities and operations, and not just those
directly related to financial operations and reporting. Its scope is not confined to those aspects of a business that
could broadly be defined as compliance matters, but extends also to the performance aspects of a business.

Community Bank Bangladesh Ltd has established a System of Internal Control, which is designed to manage all
the risks of failure to a reasonable level, achieve aims and objectives/goals of the Bank and this System provides
reasonable assurance of effective & efficient operations covering all controls including financial & operational
controls, reliability of the financial information, compliance with applicable laws & regulations, adherence to
management policies, safeguarding of Banks Assets, prevention & detection of fraud & errors, and accuracy &
completeness of the accounting records.

The Board of Directors of Community Bank Bangladesh Ltd regularly reviews the effectiveness of internal control
process through its Audit Committee and Executive Committee and the Audit Committee plays an effective role
amongst the Board of Directors, Management, Shareholders, Depositors and develops an efficient, powerful and
a safe Banking System. The committee also performs a very important role for publishing Bank’s financial
statements, developing an appropriate internal control system and maintains an effective communication with
internal and external Auditors. It significantly contributes in controlling and monitoring various risks factors that
arise from the business activities of the Bank. Board Audit Committee reviews the actions taken on internal
control issues identified in the reports prepared by the Internal & External Auditors and Regulatory Authorities. It
has active oversight on the internal audit’s independence, scope of work and resources and it also reviews the
functions of Internal Control & Compliance Division of Head Office, particularly the scope of the annual audit plan
and frequency of the internal audit activities.

2.12.6 Information and communication technology

The rapid development of information and communication technologies (ICTs) has effectively facilitated in
reorganizing business processes and streamlining the provision of its products and services in today’s dynamic
business environment. Such adoption helps the bank to develop and maintain competitive advantage for
ensuring bank’s profitability and survivability in the market place. The competitive advantage often brings bank
numerous benefits including fast business transactions, increasing automation of business processes, improved
customer service, and provision of effective decision support in a timely manner. However, the adoption of ICT
applications has also brought organizations risks related to ICT such as strategic risk, financial risk, operational
risk and technological risk. Risk management plays a critical role in protecting the bank’s information assets. An
effective risk management process is an important component of a successful IT security program. ICT risk
management is referred to as the essential process to aid enterprise achieving “the new business changes, future
investment in information technology system, an increasing ICT threats and an increasing dependence on
delivering information in system”.

In order to minimize and control these risks successfully, the Bank has developed and implemented ICT risk
management policies and strategies, strengthened ICT security infrastructure, acquired centralized real time
security monitoring system, implemented centralized hardware system with high availability facility and
implemented Disaster Recover Site (DRS), developed Business Continuity Plan (BCP) and human resource
backup plan with segregation of duties for different ICT tasks.

2.12.7 Liquidity risk

The object of liquidity risk management is to ensure that all foreseeable funding commitments and deposit
withdrawals can be met when due. To this end, the Bank is maintaining a diversified and stable funding base
comprising of core retail and corporate deposits and institutional balance. Management of liquidity and funding is
carried out by Treasury Department under approved policy guidelines. Treasury front office is supported by a very
structured Mid office and Back office. The Liquidity management is monitored by Asset Liability Committee
(ALCO) on a regular basis. A written contingency plan is in place to manage extreme situation.

2.12.8 Market risk

The exposure of market risk of the Bank is restricted to foreign exchange risk, interest rate risk and equity risk.

Foreign exchange risk

Foreign exchange risk is defined as the potential change in earnings due to change in market prices. The foreign
exchange risk of the Bank is minimal as all the transactions are carried out on behalf of the customers against
underlying L/C commitments and other remittance requirements. No foreign exchange dealing on Bank's account
was conducted during the year.

Treasury Department independently conducts the transactions and the back office of treasury is responsible for
verification of the deals and passing of their entries in the books of account. All foreign exchange transactions are
revalued at Mark-to-Market rate as determined by Bangladesh Bank at the month-end. All Nostro accounts are
reconciled on a monthly basis and outstanding entry beyond 30 days is reviewed by the management for its
settlement. The position maintained by the bank at the end of day was within the stipulated limit prescribed by
the Bangladesh Bank.

Interest rate risk

Interest rate risk may arise either from trading portfolio or non-trading portfolio. The trading portfolio of the Bank
consists of Government treasury bills and bonds with maturity varies from 14 days to 20 years. The short-term
movement in interest rate is negligible or nil. Interest rate risk of non-trading business arises from mismatches
between the future yield of an asset and its funding cost. Asset Liability Committee (ALCO) monitors the interest
rate movement on a regular basis.

2.12.9 Operational risk

Operational risk may arise from error and fraud due to lack of internal control and compliance. Management
through Internal Control and Compliance Division controls operational procedure of the Bank. Internal Control and
Compliance Division undertakes periodical and special audit of the branches and divisions at the Head Office for
review of the operation and compliance of statutory requirements. The Audit Committee of the Board
subsequently reviews the reports of the Internal Control and Compliance Division.

2.13 Earnings per share

Basic earnings per share has been calculated in accordance with IAS 33 "Earnings per Share" which has been
shown on the face of the profit and loss account. This has been calculated by dividing the basic earnings by the
weighted average number of ordinary shares outstanding during the year.

2.14 Events after the reporting period
Where necessary, all the material events after the reporting period have been considered and appropriate
adjustment / disclosures have been made in the financial statements.

2.15 Related party transaction
Related party transaction is a transfer of resources, services or obligation between related parties, regardless of
whether a price is charged. Detail of related parties transaction are given in (note-38.2).

2.16 Compliance report on International Accounting Standards (IAS) and

International Financial Reporting Standards (IFRS)

The Institute of Chartered Accountants of Bangladesh (ICAB) is currently authorized for adoption of International
Financial Reporting Standards (IFRSs) and International Accounting Standards (IASs). While preparing the
financial statements, CBBL applied all the applicable IASs and IFRSs as adopted by ICAB. Details are given
below:



